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CHAPTER-ONE 


INTRODUCTION 


1.1 General Background 

Nepal is a least developed and industrialized land lockl;d country . LiKe all undcrdc\cloped 

country it has been facing the prob\ern ot' accelerating econornic development. The 

development of any country largely depends upon the economic health or (i.e. trade. 

industry, agriculture etc.) and condition of the country. To develop these sectors efficient 

and continuolls supply of resources is required . Financial sector reform is one or the 

important components for continuous supply or resources and cconolnic rcl'orm. The 

government of Nepal has issued financial sectors reform strategy on Nov 22. 2000 which 

is aimed at achieving healthy. comparative. effective and professional tinancial scniccs. 

Several activities have been initiated to strength overall financial sectors ,'or the access 

managenlent co-operative. the drat! law is ready ror the revie\\ 01' the government. Step 

for establishment a training cente r for providing training to enhance the efficiency of' the 

staff members of banks and financial company has been in itiated. 

There is always lack of finance in underdeveloped economics because natural resources 

are either underutilized or utilized in un productive sectors or even on other rwrposc i.e. 

social welfare and so on, Like\vise: under developed countries arc not delicieflt in icllld. 

water, mineraL forest or power resources, though they may untapped: consisting onl: 

potential resources and in the underdevcloped countries like f'JepHlthcrl' is ah\u:s lack 01' 

financial resources not onl y because 01' its real absence but not properly mobili zed and em: 

not fully utilized for the productive purpose, 13y the cause or the Nepal is being listing 

among least developed country. which is trying to emhark upon the path ot' economic 

development by economic growth (Dwetl. 1995:454). 

Bank plays a vital role in developing the economy or any count,),. Before 1792 the 

goldsmith used to store people's gold and other valuable good s and charge Iwminal 

against deposit. Thal time peopl e deposited their gold and valuable goods l'or the sake 

security than earning interest. The term bank emerged in U,S,A in 1792, The bank means 

an institution which deals with Illoncy, A bank perlorrns several linancial. Mondun and 



economic activities, which are very essential for econornic development or any ,country, 

Broadly speaking bank draws surplus money from the people who are not using it at 

present and are holding for future and supplies loan to those who are in a position to use it 

for productive purposes, Modern banks can be considered as the involved 01' ancient 

goldsmiths. 

"Bank assists both the flow of goods and services from the product to the customer and the 

financial activities of the government. Banking provides the country with a monetary 

system or making payment and is an imronant ran or '-,nanciClI systcm. \\ hieh 'n()~l'S 

loans to maintain an increase the level of consumption and rroduction in the economy" 

(The American Bankers Association. 1972: 162). 

Today different types of financial institution are established with different purposes. These 

banks give different types of services to reople, Basically banks performs various types oj' 

services i.e . collection deposit rrom public. grant loan to those Investor \\ho \vant invest it.' 

business. Industry and other sector. overdraft. guarantee against any disable of payment 

(guarantee services), letter of credit. discounting bills. promissory notes. sellimg of other 

institutions share to general public. agency functions task. limit of the storage 

commodities etc, 

Fund collection and mobilization is the ma.lor activity oj' cornmercial t;,an~, }:und 

rnanagement determines the effectiveness of commercial bank. A bank is esr;entially an 

intermediary of short term, middle term and long-term funds, It can carry out c\tensive 

lending operations only when he can etTectively channelize the saving or l:ollll11unit: 

(Weston and Brigham. 11th Edition) . A good banker is only \vho elleClively 1l1Ohili/e s thc 

saving of commodity as 'vvell as makes such use of saving by making it available to 

productive and prior sectors of economy, thereby forecasting the growth and development 

of Nation's economy. 

Traditionally. the bankers used to accept three types or deposits. i,c . current. sCl\ing and 

fixed deposit. But because of the intense of the competition tor resources. there are a 

variety of other innovations introduced by the bankers in recent time. which is the major 

source of fund collection and other source of fund collect ion is common stock tinancing. 

preferred stock financing as \\ell as bond or debenture [-Inancing. Sill1ilalih. there arc 
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vanous instruments for fund lTlObilization, I.e. utilization or investment. Such as 

government security, share/bond/debenture of other company. gold/silver. credit/overdraft 

etc. the brief introduction is placed is placed in review of literaturc. 

The investment policy of the bank deposits on the nature of its funds. II' it can acquirl' 

funds of more or less permanent nature. it can acquire assets that arc morc profitahle. Ir 
the funds are subject to wide tluctualions, it has to keep a large part 01' the funds in liquid 

form. it is said that the soundless of bank is renected in the distribution or its funds on 

diCferent tvpes of assets. A Q.ood banker is one one \\ho i'ollo\\'s a wise investment policy. 
" ~ 

which brings maximum profits to shareholders and provides maximum security to 

depositors. A bank fundamentally governed by three important principles in formulating 

its investment policy. The guiding principles of the investment policy 01' a commercial 

bank are liquidity, profitability and security. These three allrihutes ar~ int~r-rclal~d. The 

bank cannot afford to sacrifice one in I'a vor ol'lhe olher. 

1.2 Statement of the Problem 

The main ohjective of any commercial bank is collection or fund and its proper 

mobilization in productive areas. Nowaday the banking institutions are facing the 

problems t'rom the external factors . such as political. legal. economic. social. 

infrastructure, quality of \,vork life etc. The unstable politics is the main cause. collection 

and its mobilization procedure. The other common problems are the lack or general 

awareness in the publ ic mass. lack of proper in l'ormation ahollt share Illarf.;cl. lim itcd u<..; n 

of money and capital market. disquali lied Inanagemel1l team . I(m acti\it) or NIYSI. JCl) 

to day increasing security problem etc. In this regard. lourjoint venture hanb (1lilll cliayall 

Bank Limited, Standard Chartered Bank Nepal Limited, Nepal SBI l3ank Limited and 

Everest Bank Limited) are able to ITlcel their fund requirement 11'0111 collection and 

mobili za tion vie\\' is the main research problelll 01' our study. 

Fund mobilization is always related \vith risk and returns.it is appropriate to state that the 

objective is to make a lot of money by recognizing the possible loss. Banks rnake profit by 

making proper investrnent in the form of loan. advance and mobilizc the rund on 

governrnent securities and bond or other.1 t' f'lInds 
L , 

are \\TonQI"
• 

invested \\ilh(')ul thinkinu 

financial risk. business risk. and other rclated t'acts. the bank cannot ohlClin prolitahk 
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return as \vell as it should sometime lose its principle. Fund mobili zation policy may diller 

from one .joint venture bank to another but there is no optimal utililation o\' shmchol<.krs 

fund to have greater return in any bank. Nepal Rastra bank also played signi ticant role to 

make commercial bank mobilize their fund in good sector. For thi s purpose NRB imposed 

many rules and regulation so that commercial bank can have sufficient liability and 

security. Though most of the joint -venture hanks have been success ful to earn prolit from 

fund mobilization. none of them seem to be capable to in vest their entire fund in morc 

profitable sector. The problem related to fund mobilization procedure 01' the cOlllllnercial 

banks of Nepal has been presented brie:!l y as under: 

a. 	 What is the major source and usages of fund ofsaJTlple JVB"s'? 

b. 	 Which commercial banks have 11l000e effectively mohilizing !'und in loan (Ind u<.hancc' ) 

c. 	 Are they maintaining suftlcient liquidity position? 

d. 	 Do these banks are successful to utilize their available funds in terms of profit? 

e. 	 Is there any stability between fund mobilizations between sample banks? 

f. 	 What is the relationship betwcen net prolit and total fund. and nct prolil \\ ith l()t ,tl 

deposit and total loan and advanccs'? 

1.3 Brief profile of Sample Banks 

A. Himalayan Banl< Limited (HBL) 

Himalayan Bank was established in 1993 in joint venture with llabih 8an~ I_imited 01 

Pakistan. Despite the cutthroat competition in the Nepalese Banking sector. Himalayan 

Bank has been able to maintain a lead in the primary banking activities. Legacy 01' 

Himalayan lives on in an institution that is known throughout Nepal for its innovative 

approaches to merchandising and customer service. Products such ,IS [)rcll1iull1 S<1\ings 

Account. HB[~ Proprietary Card 8nd Millionaire Deposit Scheme besides seniccs such <I S 

ATMs and Tele-banking \.vere lIrst introduced by HBL. Other tinancial institutions in the 

country have been following our lead by introducing sirnilar products and services. 

All Branches of HBL are integrated into Globus the single Banking sot't\\arc \\here the 

Bank has made suhstantial investments, This has helped the hanK to prc)\ide scniccs likL' 

·Any Branch Banking Facility'. Intel'l1 et Banking and SMS Banking. Living up to the 
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expectations and aspirations of the Customers and oth rr stakeholdcrs 01' being inno\'ati\L', 

HBL very recently introduced several 11(\\ product s and services, Million(1irc lkpo<.;it 

Scheme, Small Business Enterprises Loan. Pre-paid Visa Card. International Ir<'1\el (.)u()ta
I 

Credit Card, Consumer Finance through Credit Card ar d ~nline TOEFL. SAT. IEL.T~. etc. 

fee payment facility are some of the rroducts and fervlces. I-IBL also has a dedicated 

offsite 'Disaster Recovery Management System'. ~ooking at the number of Nepalese 

workers abroad and their need ror rormal monev transfer channel: HBL. has developed. • I 
exclusive and proprietary online money transrer SOl tware- HimalRemitTM. HBL. is the 

biggest inward remittance handling Bank in Nepal. II this only reflects that I-IBI. has an 

outside-in rather than inside-out approach vvherc eus omers' needs and \\ants stand lirs!. 

Corporate Social Responsihility(CSR) holds one o. the very imp0r\8nt 8<.;peet<.; oj' I Inl 

Being one of the corporate citizens of the countr\'. 1-181. has al\\(lys promotcd social 

activities. Many activities that do a common good th the society have been undertaken b:­

HBL. Significant portion of the sponsorship budgl=t of the 8ank is committed towards 

activities that assist the society. Himalayan Bank /Limited holds 01' a vision to become 

a Leading Bank of the country hy providing prctmium products and services to the 
j 

customers, thus ensuring attractive and substantial ~eturns to the stakeholders of the Bank. 

The Bank's mission is to become preferred provi~er of quality financial services in the 

country. There are two components in the Illissioh or the Bank: I)rc!'errcd Provider and 
I 

Quality Financial Services: therefore. wc at 11I~ 1. helie\e that the mission \\ill hl' 

accomplished only by satisfying these 1\\0 important components \\itll the customer at 

focus. The Bank always strives positioning itselfinjtile hearts and minds ol'the customers. 

B. Standard Chartered BanJ< Nepal Limited (SCBNL) 

Standard Chartered Bank Nepal Limited has been In operation in Nepal since 1987 when it 

was initially registered as a joint-venture operatior . Today the Bank is an integral part 01" 

Standard Chartered Group having an ownership br 75% with 25% shares owned by the 

Nepalese public. The bank enjoys the status of bieing a subsidiary of Standarrd Chartered 

Bank, a leading international hank in the \V~ rld. Standard Chartered is a Icadillt'­

international banking group. II has (Jperated f()(' over 150 years in SO Inc (li' thc \\ orld'" 

most dynamic markets and earns mOl'c than 90 pc'rccnt 01' its prolits in Asia. A Irica und the 

Middle East. This geographic I'ocus and COIllI itillent to developing deep relationships 
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with clients and customers has dl'ivcn tile nank' s growth in recent years. Standard 

Chartered PLC islisted on the London and I-long KOing stock exchanges as \vell as the 
i 

Mumbai and National Stock Exchanges in India.With 1,700 offices in 70 markets. the 

Group offers exciting and challenging international ca'reel" opportunities 1'01' nearly ~7,()()() 

staff. It is comrnitled to building a sust3inahlc businefis over the long term (lnd is trusted 

worldwide for upholding high standards of corporat~ governance. social responsihility,
, 
i 

environmental protection and employee diversity. Dtandard Chartered's heritage and 

values are expressed in its hrand promise. 'Hqe for good' , With 19 points of 

representation, 23 ATMs across the country and n10re than 425 local staff. Standard 

Chartered Bank Nepal Ltd. has carved a position to serve its customers through an 

extensive domestic network.ln addition, the global n~t\Vork of Sl£lndard Chanered CJrDu[1 
I 

gives the Bank a unique opportunity to provide truly international banking services in 

Nepal. Standard Chartered Bank Nepal L,imited offers a full range 01' banking products and 

services in Consumer, Wholesale and SMI~: Banking lw caterinl:!. 10 a \\ ide I"(IIIQe lll' . ........"' '- ~ 


custOITlers encompassing individuals, mid-market lo;ca l corporates, IllUltinationals, lurge 

public sector companies. goverrllnent corporations. hotels us well as the DO segment 

comprising of embassies, aid agencie~., NGOs and I NGOs. The Bunk has been the pioneer 

in introducing 'customer focused' products and senvices in the country and aspires to 

continue to he a leader in introducing new products ~nd in delivering superior s~rvices. It 

is one or the first Banks in Nepal to implement the Anti-Money Laundering poli,cy and to 

apply the' Know Your Customer' procedures. 

Corporate Social Responsibility is an integral part of Standard Chartered's 8mhition to 

become the world's best international hank and is th,e mainsta\ ol'the 13ank 's \ulucs . lhe 

Bank believes in delivering shareholder value in a s0ciallv. ethicall\ and environmental" 
"-' '".. . 

responsible manner. Standard Chartered throughout its long. history has playecrlan active 

role in supporting those cOlllmunities in which its CU,stolTlers and stall live. It concentrates 
1 

on projects that assist children, particularly in ~he areas of health and education. 
i 

Environmental pro.jects are also occasionally conSIdered. It supports non-governmental 

organizations involving charitahle cOlnly\unity activi\ies. 

C. Nepal SBI Bank Limited (NSBl) 
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Nepal SBI Bank Ltd. is a subsidiary of State Bank oC India. which has 55 percent 01' 

ownership. and rest is held by u local partner vii. [ri1ploycc Provident fund ( 15~()) and 

public (30%). In terms of the Technical Services agre:cment bet\\cen SI1I und the NSBL. 

the fOrIYler provides management support to the bank through its expatriate ol'ticers 

including Managing Director who is also the CEO of the Bank. Central Management 

Committee (CENMAC) consisting of' the Managing Director. Chier Operating Officer. 

Chief Financial Officer and Chief Credit Officer over~ee the overall banking operations in 

the Bank. The Bank was estahlished in .Iuly 1993 & is 11\)\\ hd\ ing 5)~ Ncpalcsl..' 

employees \vorking in 50 branches. 6 extension c<f>unters. 2 Regional Offices & the 

Corporate Office.State Bank of India (SBI), with a 200-year history. is the largest 

commercial bank in India in terIlIS of assets. deposils. profits. branches. customers and 

employees. The Government or India is the single largest shareholder 01 ' this Fortune 500 

entity with 61.58% ownership. S f31 is rankcd AOth in the Iist of' Top 1000 Banks in the 

world by "The Banker" in July 2012. Nepal SSI BarK Limited is a major national level 

financial services provider engaged in various retail and comrnercial banking services. 

With a team of nearly 580 people. move. lend. invest and protect money for over 350.000 

customers nationally and worldwide. No\\ in its IRth ycar 01' operations. I~allk is 

continuously upgrading quality of' its service deliver> and customer satisf'action \\ith the 

help of state-of-the-art technology. 

The SBI group consists of SB I and five associate banks. Thc group has nn extensivc 

network. withover 20000 plus branches in Indin nnd another 173 of'flces in 34 countries 

across the \vorld. As of 31 st March 2012. the groLl!f had assets \\orth lJSD 359 hillion. 
i 

deposits of USD 278 billion and capital & reserves lin excess 0[' LJSf) 20.88 hillion. The 

group cornmands over 22% share of the domestic Indian banking market. SBI's non­

banking subsidiaries I Joint ventures are market l~aders in their respective areas and 

provide \vide ranging services. \\hich include lif'c insurance. Illerchant h'lIlking. 1l11ltU,11 

funds, credit Cards, factoring services. security trading and primarv dealership. Illaking the 
I " ~ 

SBI group a truly large financial SUperITlarket a'nd India's financial icon. SRI has 

cmangements with over 1500 various internationnl / local banks to exchange Illlancial 

messages through SWIFT in all business centers 01' the \\orld to racilitatc trade relatt:u , 

banking business. reinforced by dcdicaled and highly skilled teams orprol'essionals. 
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O. Everest Bank Limited (EBL) 

Catering to rnore than five lacs custoillers today. Everest Bank Limited (U~\.) is a naille , 

for professionalized and efficient banking services. Founded in 1994. lite bank has hrcn 

one of the leading banks of the country and has been catering its services to \mioLls 

segments of the society since then. With clients I'rolll all walks or liIC.lhe bank has hclpt::d 

develop the nation corporately, agriculturally and industrially.So one can say with all 

earnestly that Everest Bank Lilnitcd is truly a Nepalese bank . Punjab National Bank 

(PNB) is a .joint venture partner (holding 20% equity in the bank) is the largest 

nationalized bank in lndi,a. With its presence virtually in all the important centers at India 

and over 6000 A TM counters, Pun.iab National Ba~k offers a wide variety of banking 

services, which include corporate and personal han~ing. inuListriLlI iinanec. <lgriclIltLlr,li 

finance. financing of trade and international hanking. I·or its c\cellence in hanh:.ing 

services, it was recently awarded the" Best Bank Award 20 I I "amongst all hanks in Indil:l 

by the leading corporate magazine, Business India. 

Everest Bank Limited (EBL) provides customer-friendly services through it;s branch 

network and all it is the branches arc connected ihrou!2h Anvwhcre 8ranch Banking
; '- .. '-­

System (ABBS), which enables cLlstomers for operational transactions fror'll any branches. 

The bank has 48 Branches, 63 ATM Counters. 3extension counter and 20 Revenue 

Collection across the country making it a very efficient and accessib:le bank for its 

customers. anytime, anywhere.The Banker. a puhlication or tinancial times. I .ondon. has 

conferred the bank with "Bank ol'the YC8r 2000. Ncral"".Ihc hanK \\ ~1S hCSI()\\ cd \\ ilh Ilh: 

"NICCI Excellence award" by Nepal India Chaml1er or ComlTlerce lor its spcctJcular 

performance under finance sector. To provide excelle:nt professional services and improve 

its position as a leader in the field of financial related services.To build and maintain a 

team of motivated and con"lmitled workforce with high work ethos .To use the lalest 

technology aimed at customer satislilction and ac't as an erfective catalyst for socio­

economic developments. 

Recognizing the value of offerings a complete range of services. ERL h:as pioneered in 

extending various customer friendly products slich (IS IloJne I .nun. hlLle(ltioll 11)<111 . I . I~I 

Flexi Loan. EBL Property Plus (Futun~ I .ease Rental). Ilome I:quity I ,OUIl. Vehicle I .oan. 

Loan against Share, Loan Against LiCe insurance Policy and LDan l'or ProlCssiDnals.I:I~I . 

o 

http:services.To
http:industrially.So


was one of the first hanks to introduce Any Branch Banking Systcm U\BBS) ill 

Nepal.EBL has introduced Mohilc VLhiclc I~allking sy ~ tclll to serve the segment depri\ccl 

of proper banking facilities through its l3irtamod Branch, which is the tirst ot' its kind.ESL 

has introduced branchless banking system first time inl Nepal to cover wnbanked sector of 

Nepalese society.EBL is first hank that has launched e-jticketing system in Nepal. 

1.4 Objectives of the Study 

The objective of the study will concentrate on rev/e'vvin g the fund cojllection and its 

mobilization in the joint venture bank:;. especially in ' BL. SCBNL,. NSB!' and FBL.. The 

study has expected to provide a useful feed hack to the commcrcial hanks. The s[1ecitic 

objectives of the study are as lollows: 

a) To see the ability of the selected joint v~nture banks In lllohilizing the total 

collected funds, I 
b) To find OLlt the effectiveness 01' the .Ioint Venture r~anks in fund lllohililation in 

I •terms of Return on Assets. Return on Shm'c Iiolders hinds. f{qturils un Lquit: 

Share Holder Fund. EPS. ctc. 

c) To identify the factors affecting the fund Il1l0bilization, 

1.5 Significance of the Study 

Nepalese c01l1mercial banks lacks appropriate and \ ell managed and rormulatcd policies 

to develop capital structure and assets structure ma~agement. They have to rely upon the 

guidelines of NRB, There isa lack of clear view to\\jards sound financial performance and 
I . 

evaluation of commercial banks, The financial sedor has not been enough for them to 

meet the growing resources ne~d to the economy a~ expecteu. Wh: is S() elilU \~hat is thl' 

problem ? To answer the question an analysis 01 ' their present capital struct ,ure is ncccssary. 

so focus of the present study is on the Funds Flow ofspeci fied commerciai banks . 

Banking institution plays a major role in accelera ing the process or development or a 
l 

country, For achieving the economic growth. the funds need LO be co/Uectcd and to he 

utilizing properly in the productive afl~as. According to NRB research rep;ort, hanking and 

financial institution are contributing around 10 percent [0 its national GOP, It shows that 

banking and financial institution affect the econorn:ic growth of the countny. Therefore the 
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banking and financial institution should collect their fund and accordingb-. lhe\ should 

utilize them in the productive area . 

The study expected to fill the research gap to input to financial liten)tu~e settil\g to the 

fund collection and mobilization in joint venture banl~s. The study measll~e the impact 01' 

fund collection amd mobilization on total performancG:. which enahled to t~ e industrialists 

and traders for making appropriate decision and s trat~gies in the tield ot' Investimg. From 
t 

which 	the researcher believed that the findings of the study would be use~ul and valuable 

to the business o(ganiz~tion and as well as to the corhcerned companies . l [hc linding Jllay 
: 	 ! 

be valuable relat~d to bpnk taken as sample. Howev~r. it will he helpl'ul fpr shaneholders. 

banking professionals, custonlers. financing ageneie ~ , government bodies.! policy makers. 

investors. teachers, and competitors. I)ersonals 01 the company. Illarkiet rlanncr and 

students of banking martlagement and f~Jr future researchers . 

This study adds n.ew ideas and findings about the fun,d collection and its m~bilization 

procedure of concerned ,banks. There is no doubt that it is important to vari~us gnoups. 

This study helps to iden:tifY its hidden \veakness rega1rding fin3ncial cum a9mini stration 
I

portion 	or sector. ! 

1.6 	 Limitatiqn of the Study 

As every study has its own limitations. so as thils stud, is also nOl Cl\\ay kO\l1 these. 

Beside 	 from the time constrains the rollo\\ing I '~ ctors 3rc the 11121111 lilllitdtil(lih Ill ' till' 

study. 

a) Though, there has been in operation ffi f 32 commercial hank$ in Nepal, only 
.. . I· I j4 Jomt venture o3nks mc taken ICDr the proposed study, (nanking and 

tinancial statistics NRI3. Mid .lull' 20(7) . 

, 
b) The study concentrates on fund colliection and its mobilizarion in selected 

joint ventwre banks. 

I 
c) 	 The secondary data has been used for presentation 3nd in[c ~prelation or the 

data. On Iv 5 years [rend has been co ~ sidercd 
" • 	 1 

1.7 	 Organization of the Study 
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The report has been divided In such a \va)' that th~ stated ob',ectives can he fulfilled 

easily. The study Tep~rt has presented the systernatic presenlation and . tindings of the 

study. The report i~ organized as follows. 
. .. I 

I 

Chapter I: Baekgroun9 of the study 
I 

It includes background of the study, objective or the study and signi lica~ce or tme stud: . 

It also includes stqttell ent of problem, limitation of tre study and brier profile of sample 

banks. . 

I 
Chapter 2: Review of literature 

. . 

This second chapter o~ the study includes review of literature introducti9n or CQnceptual 

view to capital structL)re, review 01' related study and justification I'or the present swd\,
I • 

review of journals, $rticles and research studies puhl ishcd 1')\ \a ri dus 8 ut hors an d 
I 

publication, the 'scope 1of study and conceptual frame ivork. 

i I 
Chapter 3: Research lV;lethodology 

I ' 

It include report methlodology like the research design. Research llletho~o logy studies a 

problem with c~rtai:n IObjectives in vie\.\!. The data gathering process a d various tools 

technique such 'as stadbtical and tinancial employe for presenting the data ancl the data 

processing procedure.· 

Chapter 4: Presentati~n and analysis .of data I 

This chapter is nhe r ain part 0 I' I he res care h. .11 inciuJes the 0 r dalu.rres~nla II on 

IntroductIon to data, presentatIon and analysIs and Interpretation arc glve~ In thi Schapter. 

It includes theprese~tation of the ciZlta, introduction to data presentatipn and analysis. 
I ! 

This study used the st~tistical as well as financial tools in order to ['ul fill ~he obiective and 
, . I I I . 

problems 01 the studY j I 

I 
Chapter 5: Summary, !conclusion and recommendations 

I I 

It includes the sum~ary, conclusion, reCOllllTIC dC1tioll and suggest~on. B;eside this 
I 

bibliography on appe1dices are also included. 
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CHAPTER - two 


REVIEW OF LITERATURE 


2.1 Conceptual Review 

2.1.1 Historical Background of Bank 

History shows the requirements of economic development of any country heavily real ize 

upon the banking system of the country (Scott: D.. 1992). During its industrial 

development period, U. K. used bank credit to fulfill its working capital need. In 19
th 

century, during the industrialization process of France and Gennany, banks played an 

important bank are an institution that deals with money. A bank perfonns several 

financial, monetary and economic activities, which are vital for economic develoJDment of 

a country. It is a monetary institutional vehicle for domestic resource mobilizatiGln of the 

country that accepts deposits from various sources and invests such accumulated resources 

in the fields of agriculture, trade, commerce etc. Generally, the term "Bank" refers 

commercial Banks. Commercial banks are the foundation of the national economy. They 

transfer monetary sources from savers to users. They involve in various functions like 

money creation, creation, credit facilitating, foreign trade facilitating safe keeping of the 

various etc. Commercial banks have its own role and contribution in the economIc 

development. It is a source of economic development and it maintains economIc 

confidence of various segments and extends credits to the people. Thus. activities of 

commercial banks are to eliminate poverty, reduce unemployment problems and increase 

economic growth. 

Modem commercial banks can be identify by different names, such as business banks, 

retail banks, clearing banks, joint venture banks and rnerchant banks etc. Regardless of the 

name we give to banks, they all perform the same basic function i.e. they provide a link 

between lenders those who have surplus money and do not wish to spend immediately 

with borrowers, there who don't have surplus money but wish to borrow for investment in 

productive purpose. Basically, by charging a rate of interest to borrowers slightly higher 

than they pay to lenders, the bank makes their profit. This is known as financial 

intermediaries. Commercial banks provide the following major products and services. 

12 




Acceptance of deposits 

Granting of advances 

Remittance collection and distribution 

Cash management 

Issuance of letters of credit and guarantee 

Merchant banking business 

Credit cards 

Technology based services-internet 

Loan distribution 

Automated teller machines (ATM) 

Handling government business 

Safe keeping services/lockers 

The first public bank "The Bank of Venice" was established in Italy In I 157 A.D. 

Different countries in the world follovved the foot-steps of this bank to incorporate 

banking institutions in their countries. The evolution of "The Bank of England" in the 

Kingdom of England in 1694 A.D. brought remarkable changes in the process or 

establishing banking institution . in the world. The establishment of this of this bank was a 

big milestone in the history of banking development. It is believed that the idea of 

commercial banks rapidly spread all over the world only after the inception of this bank. 

In Nepal, development of banking is relatively recent. The history of banking system in 

Nepal in the form of money lending ean traced hac" in the reigning rcrind oj' 

Gunakamdev; "The King of Kathmandu" (NBL. B.S. 2037). 
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During the Prime Ministerial period of Rannadip Singh one financial institution we 

established to give loan facilities to the government staff and loan facilities to the public in 

general in the term of 5 percent interest but 'Tejarath' did not accept money from public 

(NBL, B.S. 2040). 

On the 30lhkartik, B.S . 1994. Nepal Bank Limited was established for the first time to 

provide modem and organized banking facilities. Up to B.S. 2012, only NBL provided 

services to the public as an organized bank. Latter, NRB act 2012 was made to establish 

NRB as a central bank to manage, control and develop monetary system in Nepal. NRB 

was fonnally established on 14lh Baisakh, 20 I 3 and its capital at the starting time was I 

Corer. Similarly, Rastriya Banijya Bank was set up in B.S . 2022 to fulfill the growing 

needs of the country. The birth of this bank brought a new landmark in the history of 

banking facility in Nepal. Like other developed countries. Nepal also took the policy to 

open economy and liberal to develop good competition in the banking field. Hence, the 

joint venture banking policy is taken. Today 32 commercial banks are operating to provide 

modern banking services and facilities to boost the economic condition of country. 

The financial sector reform was initiated in mid- I 980 under the liberal economic policy of 

HMGIN under this policy; HMGIN first opened the banking sectors to foreign investors. 

In July 1985, commercial banks were allowed, for the first time to accept current and fixed 

deposits on foreign currency (U .S. dollar and sterling pound). On May 26, 1986, NRB 

deregulated the commercial banks to fix interest rate at any level above its minimum 

prescribed levels. 

2.1.2 Concept of Commercial Bank 

Commercial banks are those banks, which perfonn all kinds of banking functions as 

accepting deposits advancing credits, credits creation and agency functions etc. They 

provide short-term credit, medium-term credit and long term credit for trade and industry. 

They also operate off balance sheet functions such as issuing guarantee, bonds, letter of 

credit etc. 

In every country, outset of economic development is quite different but there is no debate 

about the significant role of banking sector for the €conomic development of t1W countries 
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as they are considered as the main source of finance. Without the developm~nt of sound 

commercial banking under development countries cannot hope to join the ranks or 
advanced countries. If industrial development requires the use of capital, the use of capital 

equipment will not be possible without the necessary capital industrial development will 

be impossible without the existence of markets of the goods produced. On th~ other hand, 

the services of the commercial banks will help to extend the market. The commercial 

banks play an important role as follows: 

a) Help in business expansion. 

b) Encouragement for the right types of industries . 

c) Necessary for trade and industry. 

d) Transfer of surplus funds to needy. 

e) Promotion of capital formation. 

Commerce is the financial · transactions related to selling and buying activities of goods 

and services. Therefore, commercial banks are those banks, which work form commercial 

viewpoint. They perform all kinds of banking functions as accepting deposits, agency 

function. They provide short-term credit, medium term credit and long term credit to trade 

and industry. They also operate off balance sheet functions such as issuing guarantee 

bonds, letter of credit etc. 

Commercial bank acts as an intermediately; accepting deposits and providing credits to the 

needy area. The main source of the commercial bank is current deposit, so they give more 

importance to the liquidity of investment and as such they specialize in s'atisfying the 

short-term credit needs of business other than the long-term commeroial banks are 

restricted to invest their funds in corporate securities. Their business i,s confined to 

financing the short-term needs of trade and industry such as working capital financing. 

They cannot finance in fixed assets. They grant credits in the form of cash credits and 

overdrafts . Apart from financing. they also render services like collection of bills and 

cheques, safe keeping of valuable, tlnancial advising etc. to their customers. 

This chapter highlights the literature that is available in concerned subject: fund collection 

and mobilization of four joint venture banks (HimalayanBank Limited, Nepal SBI Bank 

Limited, Standard Chartered Bank, Everest Bank Limited). 
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Joint venture banks are the commercial banks firmed by joining the two or more 

enterprises. They are the mode of trading to achieve mutual exchange of good and services 

for sharing comparative advantages by performing joint investment scheme hetween 

Nepalese investors, financial no financial institute as well as private investors their parent 

banks, which have been experiencing highly mechanized and efficient modern banking 

management skill and international of banking institutions. J oint venture banks are 

established by joining two difference forces and with ability to achieve common goal with 

each of the partners . They are more efficient and effective monetary institution in modem 

banking fields then other old types of bank in Nepalese context. The primary objective of 

the joint venture banks is always to earn profit by investing or granting the loans and 

advances to the people associate with trade, business, industry etc. That means they are 

required to mobilize their resources properly to acquired profit. 

Joint venture is a joining of force between two or more enterprises for the purpose of 

carrying out a specific operation (lndu~trialand commercial investment production of 

trade) (Gupta, 1994) 

All the Nepalese JVBs are established and operated under the rules regu,lation and 

guidance of Nepal Rastra Bank. Nepal Bank had issued a certain directive to those banks, 

regarding the mandatory credit accusation to the priority sector, the Nepal Rastra Bank has 

directed to the government owned banks to invest 3 percent and the JVBs to invest 0.05 

percent of the total outstanding credit to the priority sector (Economic Report: 1997/98:4). 

"HMG's deliberate policy of allowing foreign JVBs to operate in Nepal in basically 

targeted to enhance, encourage local traditionally run commercial bank to enhance their 

bankable through competition efficiency modernization and mechanization via 

computerization and prompt customer service" (Shrestha, 2047:45). 

Nowaday there is very much competition in banking market but less opportuni,ty to make 

investment. In this condition joint venture bank can take initiation in search of new 

opportunities, so that they can survive in the competitive market and eam pmfit. But 

investment is very risking job for a purposeful, safe and profitable investment bank must 

follow sound investment and fund mobilizing policy. 
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Currently there are nine joint venture banks functioning their operations in Nepal under 

Banijya Bank act 2032 B.S. (www.nepaJstock.com.np) 

2.1.3 Joint Venture Banks in Nepal 

Joint venture banking scenario of Nepalese financial sector is not so long. After the 

establishment of democratically elected government it introduced liberal amd marketing 

oriented economic policy which facilitated the establishment of joint venture banks and 

pointed a new horizon to the financial sector of Nepal. 

"A joint venture is forming of two forces between two or more enterprises for the purpose 

of carrying out of specific operation (industrial of commercial investment, production 

trade)". D.P Gupta, banking system its role in export development Delhi: Tata MCgraw 

Hill. 1984, P - 15 - ~5. Jointyen~ur~ baryks aretnecommercial banks fonned by joining a 

two or more enterprises, for the purpo~e of carrying out of specific operation such as 

investment in trade, business and industry as well as in the form of negotiation between 

various group of industries or traders to achieve mutual exchange of goods and services. 

Nepalese JVBs should"take 'in'itUttion"ls search of new opportunities to survive in the 

competitive market and earn ;profit' The~e- is high hquidity in the market but these seem no 

profitable place to invest. At 'the same time, the bank and financial institutions are offering 

very low deposit interest rate. In this situation Nepalese JVBs are required to explore new 

opportunities to make investment ,if they want to survive in the competiti,ve market. Since, 

commercial banks can inspire entreprenewship; the banks should also consider national 

interest and government emphasis for the economic growth of the country by the 

development of industry trade and business and to fulfill the objectivc of profit making. 

Nepal Arab Bank Limited (NABIL Bimk Limited) is the first joint venture bank or Nepal. 

It was established in 1984 A.D. Joint venture which United Arab Emirat,es Bank. under 

company act 1964 than other two joint venture banks Nepal Indosuez Bank Limited 

(Nepal Investment Bank Limited) with Indosuez Bank of Finance and Nepal Gridnlays 

Bank of London were established in 1986 A.D. Himalayan Bank Limit{td joint venture 

1993 A.D. Everest Bank Limited joint venture with United Bank of India Calcutta) and 

Nepal Bangladesh Bank Limited with IFIC Bank of Bangladesh are estarblished in 1991 

17 


www.nepaJstock.com.np


A.D. Bank of Kathmandu joint ventured with SIAM commercial bank public co. Thailand 

was established in 1995 A.D. and Nepal Bank of Ceylong joint ventured with Ceylon 

Bank of Shrilanka was established in 1997 A.D. All of the banks briefly follow the 

policies of Nepal Rastra Bank. But at present these are only joiiH venture banks in Nepal. 

2.1.4 Role of the Joint Venture Banks in Nepal 

Joint venture banks pose a serious challenge to the existence of the imefficient native 

banks. But the same challenge can be taken by the domestic banks as an opportunity to 

modernize themselves and sharper their competitive zealous. It is undowbtedly true that 

the JVBs are already paying an increasingly dynamic and vital role in the economic 

development of the country, (Sharma, 1910:30). 

The HMGIN budget for the FlY 1984/85 provided the following justi fication for allowing 

the setting up of joint venture banks in the following words. "At present the financial 

institution of the country has been effortful to mobilize resources on one hand, the major 

part of the few individual . whereas. the srnall traders and entrepreneurs are facing 

difficulties to receive loans on the other. The only solution of this problem is to encourage 

competition in the banking sector. 

Therefore, a policy of allowing new commercial banks under joint vemture with foreign 

collaboration has been adopted; this will promote competition among banks where by the 

clients will get improved 'facilities addition the share of these new banks will also be sold 

to the general public and' while distributing the share, it will be ensured that 'the ownership 

is spread out to the maximum extent possible (Sharma, 1998:37). 

In such manner, joint venture banks are successful to bring healthy competition among 

banks, increase in foreign investment, promoted and expand export-import trade introduce 

new techniques and technologies. The various roles plays by the joint venture banks in 

Nepal can be classified into three categories. 

a. Introducing Advanced Banking Techniques 

The joint venture banks in Ne,pal have ~een l?rgely responsible for the imroduction of new 

banking technique such as~ computerjzation hypothecation, consortiurlil t)nance, fee based 



activities and syndicating under the foreign exchange transactions by importers and 

exports, merchant banking, inter banking market for the money and secuf'iti~s, arranging 

foreign currency loans etc. 

b. Bringing Healthy CompetWon 

The introduction of joint venture banks also brings the benefit of health competition of 

which the main beneficiaries are the bank customers and the economy. The increase in 

competition also force the existing banks to improve their qualities of services by 

simplifying procedures providing training and motivation to their own staff to respond to 

the new challenge. 

c. Introduction Foreign Investment in Nepal 

When looking at the possibility of investing in Nepal, multinational companies are 

unfamiliar with the locctlrule{regulatiomhlrict practices though there are many systems 

actually operate during the implementation period. In this context, the joint venture banks 

help the multinational companies to build up their confidence for investment by providing 

necessary information and financial support. 

Hence, the joint ventureb.anks pJa,y the pivotal role for the economic development of 

country by providing various new financial services .to modernize traditi,onal Nepalese 

banking system. 

2.1.5 Fund Collection Techrniques 

2.1.5.1 Common Stock Finan~ing' 

Common equity m a corporation or partnership or proprietorshiw interests in 

unincorporated finn c.onstitutes the first source of funds to a new business and the base of 

support for borrowing by exiting firms. The nature of equity ownership depends on the 

fonn of the business of organization. The central problem of such ownership revolves 

around an apportionment of certain rights and responsibilities among those who have 

provided the funds necessary for the operation of the business. 
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The rights and responsibilities attached to equity consist of positive considerations 

(income potential and control of the finn) and negative consideration (loss p(i)tential, legal 

responsibility and person liability), Weston and Brigham, Illh Edition. 

Two important positive constitutions are involved in equity ownership: Income and 

control. The right to income carries the risk of loss. Control also involves responsibility 

and liability. In an individual proprietorship that uses funds supplied only by the owners, 

the owner has a 100 percent right to income and control and loss and re-?ponsibility. As 

soon as the proprietor incurs debt. however, he or she has entered into contracts that limit 

the freedom to control the finn and to apportion the firm's income. In the absence of a 

formal agreement state low makes division. 

In a corporation, issues that are more significant arise concerning the rights to the owners. 

Through the right to · vote, holders of common stock have legal con~rol upon the 

corporation. Another consideration involved in equity ownership is risk. On liquidation, 

holders of common stock are last in the priority of claims. Therefore, the !Domion of capital 

they contribute provides a cushion for creditor~~ if losses occur on dissolution certain 
. . • '. : : • ~ . f • ' . • 1 . . I 

collective rights are usually given to the holders to common stock. ( I) the right to amend 

the charter with the approval of the appropriate officials in the state of incorporation. (2) 

The right to adopt and amend by lows, (3) The right to elect the directors of the 

corporation, (4) The right to authorized the sale of fixed assets, (5) The riglnt to enter into 
" . . " . : ' ", 

merges, (6) The right to change the amou~t of authorized common stock and (7) The right 

to issue preferred stock, debenture, bounds and other securities holders (i)f c'ommon stock 

also have speci fic rights as individual owners: (I) The right to vote in the manner 

prescribed by the corporate charter, (2) The right to sell their stock centificates(thelr 

evidence of ownership) and, in this way, to 'transfer their ownership interest to other 

person, (3) The right to inspect the corporate books and (4) The right to share residual 

assets of the corporation on dissolution. However. the holders of common stock arc last 

among the claimants to the assets of the corporation. 

A. Form the View Point of Issuer 
1- ' :. 

The advantages of common stock financing from the view point of issuer include: 
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• 	 Common stock does not entail fixed charges if the company generates the ~arnings, it 

can pay common stock dividends. In contrast to bond interest there is no legal 

obligation to pay dividends. 

• 	 Common stock carries no fixed maturity data. 

• 	 Since common stock provides a cushion against losses of creditors the sale of common 

stock increases the credit worthiness of the finn. 

• 	 Common stock can, at times, be sold more easily then dept. it appeals to certain 

investor group because (a) It typically carries a higher expected return than does 

preferred stock or debt; and (b) Since it represents the ownership Qf the finn, it 

provides the investor with a better hedge against inflection than does straight preferred 

stock or bonds. Ordinarily, common stock increases in value when the value of real 

assets rises during an inflationary period. 

• 	 Return from commo'nstock ·iri 'm'e f6'rrrt" of capital gains may be subjeot to a lower 

personal income tax rate on;~~~ifal 'gai'h~.' Hence, the effective personal income tax 

rates on return fonncornmon stock may be lower than affective tax rates on the 

interest on debt. Recent tax law changes have reduced this advantage. 

The disadvantages of com.monst9;c~fir~nc:ing from the view point of issues include the 

following: 
',,', 	, 

• 	 The sale of common stock may extend voting rights or control to the additional 

stockowners that are brought into the company. For this reason. among others. sInal1 

and new firms, whose owner-managers may be unwilling to share corttrol of their 

companies with outside, often avoid additional equity financing. 

• 	 The use of debt my enable the firm to utilize funds at a fixed low cost, whereas 

common stock gives equal rights to new stockholders to share in the fu~ure net profits 

of the finn. 

• 	 The costs of underwriting and distributing common stock are usually higher than those 

for underwriting and distributing preferred stock or debt. Flotation costs for selling 

cornmon stock are characteristically higher because (a) Cost of investigFition an equity 

security are higher than those of investigating the feasibility of a comparable debt 

security and (b) Stocks are more risky \vhich means equity holding must be diversities. 
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which in tum means that a given amount of new stock must be sold to a greater 

number of purchasers than the same amount of debt. 

• 	 If the finn has more equity or less debt than is called for in the optimum capital 

structure, the average cost of capital will be higher than necessary. 

• 	 Common stock dividends are not deductible as an expense for calculating 

thecorporations income subjects to the federal income tax. but bond interest is 

deductible. The Impact of this fact factor is ref1ected in the relative cost of equity 

capital viz, debt capital. 

B. From The View point of Social 

From a social view point, common stock is a desirrable fonll of tinancing iDecause it 

renders finns (a major segement of the company) less vulnerable to the consequences of 

declines in sales and earning, common stock financing involves no fixed charges, the 

payment of which might force a faltering finn into reorganization of bankruptcy. 

2.1.5.2 Debt financing 

Bonds are not only long duration. but also, usually of substantial size before the rise of 

large aggregation of saving through insurance companies or pension funds. no single 

buyer was able to buy an issue of such size. Bonds therefore, were issued in denomination 

of $ 1000 each and were sold to a large no of purchaser, To facilitate communication 

between the issuer and the numerous ,~ons holders, a trustee was appointed to represent to 

bonld holders. The trustee is still presumbed to act all the times for the protection of the 
.~ 

bond holders and on their behalf. Any legal person, Including a corporation is considered 

competent to act as trusteee. Typically, however, department of commercial bank handles 

the duties of trustee. Trustees have their main responsibalities. 

~ They certify the issues of bonds. This duty involves making certain that all the 

legalrequirements for drawing up the bond control and the indenture have been 

carried out. 

They police the behaviours of the corporation m its perfonnance of the 

responsibilities set fourth in th~ indenture provisions. 

They are responsible for taking appropriate action on behalf of the bondholder if 

the corporation defaults on payment of interest of principal. 
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If the interest rates have risen and the price of the bonds has fallen. the tinn will choose the 

open market alternative, If interest rate have fallen and bond prices have risen, it will elect 

the option of calling bond. There arc two types of debt in the market. which are as follows : 

Secured Debt 

Secured long term debt canthe be classified according to (I) the priority to claims. (2) the 

right to issue additional securities and (3) the scope of the lien. 

1. Priority to claims: 

A senior mortgage has period claims on assets and earnings. Senior mortages. implying 

that they have the first claim on the land and assets of the corporations. A junior 

mortagages is a subordanite lien, such as a second or third mortgage. It is a lien or claim 

junior to others. 

2. Right to issue Add ,it,o~aJ SecJ~~\ties: 

Mortgage bonds can also be classified with respect to the right to issue additional 

obligationspledging already encumbered property. In the case of closed emd mortgage, 

company can to sell additional bond (Beyond those already issued) secured by property 

specified in the mortgages. If the bdhd indertture(s silent on this point. it is called on open 

end mortgage. 

3. Scop of the Lien: 

Bond can also be classify with respect to the scope the lien. A lien is granted On certain 

specified property. When a specific lien exists. the security for a first or sccond mortgage 

is specifically designated property. On the other hand, a blanket mortgage pledges all real 

property currently owned by . the company. Real property includes only land. thus a 

blanket mortgage gives more protection to the bondholder than does a specific mortgage 

because it provides a claim on all real property owned by the company . 

. I . • 

Unsecured Debt 

Unsecured long term debt can be classified in three types, which are as follows: 
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1. Debentures: 

A debentures is an unsecured bond and as such, providers no lien on specific property as 

security for the obligation. Debenture holder, therefore, are creditors whose claims is 

protected by property not otherwise pledged. The advantages of debentures from the 

issuer's stand point is that the property is left unencumbered for subsequent financing. 

However, in practice, the use of debenture depends on the nature of the finll's assets and 

its general credit strength. A finn whose credit position is exceptionally strong can issue 

debentures, it simplu does not need specific security. However, the credit position of 

company may be so week that it has no alternative to the use of debentures, all its property 

may already be encumbered. Companies also issue debenture where it it not practical to 

provide a lien through a mortgage on fixed assets. 

2. Subordinate Debentures: 

The term subordinate means below or inferior. Thus, subordinate debt has claims on assets 

after unsubordinated debt in . the event .Of liquidation. Debenture can be subordinated to 

designate notes payable usuaUy bankslo~ns. or to any or all other debt. In the event of 
. . -'. ' ';.! ., 

liquidation or reorganization, the debentures cannot be paid until debt as named in the 

indenture has been paid. Senior debt typically; does not include trade accounts PJayable. 

In comparison to subordinated debt preferred stock suffers from the disadvantage that its 

dividends are not deductible as an expens~ f~r t,ax purpose. Subordinated debentures have 
. ' . ' . . .". - .~ ", 

referred to as being like a sp~cial kind9f preferred sto,cks dividends of which are 

deductible as an expense for tax purposes; Subordinated debt has. therefore. become an 

increasingly important source of corporate capital. 

3. Income Bonds: 

Income bond provide that interest mu~t be paid only if the earning of the finn are 

sufficient to meet the interest obligations. The principal however, must be paid which due. 

Thus, the interest itself is not a fixed charge. Income bonds, historically, have been 

issued because a finn has been in financial di fficulties and its history suggests . that it 

may be unable to meet a substantial level of fixed charges in the future. Simply provide 

flexibility to the firms in the event that earning does not cover the amount of interest that 
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c) 	 In the area of control the bond holder usually does not have the right to vote. 

However, if the bonds go into default then hondholders in elTect take control of'thL' 

company. 

B. 	 From the View Point of Debt Issuer: 

From the view point of debt issuer the advantages of debt financing are: 

a) The cash cost of debt is definitely limited. Bond holder do not participate In 

superior profit (if earned) 

b) No only is the debt is the cost limited but typically the required returns is lower 

Than that of common stock. 

c) The owners of the corporation do not share their control when debt financing is 

used. 

d) 	 The interest payments on debt are deductible a~ a Tax expenses. 

e) 	 Flexibility is the financial structure of the corporation can be achieved by inserting 

a call provision in the bond indenture. 

From the view point of debt issuer the advantages of debt financing are: 

a) Debt has committed charge whose nonpayment is default. 

b) Debts usually have a fixed matudty date and ' the financial offer must make 

provision for repayment of the debt. 

c) 	 Since long term debt'is comnlitmenf for a ' long period it involves risk. The 

expectation and plan on which the debt was issued may change and the., debt may 

prove to be a burden. 

d) 	 There is a limit on the extent to which funds can be raised through long term debt 

generally accepted standards of finanCial policy indicate that the debt ratio shall not 

exceed certain limits when debi goes beyond these' lfmits, its cost raise r~pidly. 

2.1.5.3 Preferred Stock Financing 

Preferred stock has claims and rights ahead of common stock but behind of all bond and 

debt. The preference share may be prior claim on earning: a prior claim on assets in the 

event of liquidation and/or a preferential , position with regard a both earning and assets. 

The hybrid nature of preferred stock becomes apparent when we try to cl~ssity it in 
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relation to bonds and common stock. The priority features and the fixed divide~d indicate 

that preferred stock is similar to bonds. Payments of preferred stock holders are limited in 

amount, so that common stock holder receive the advantages (or disadva,ntages) of 

leverage. However, if the preferred dividends are not earned, the company can forgo 

paying than without danger if bankrupted. In these characteristics, preferred Stock is 

similar to common stock. Moreover failure to pay the stipulated dividends does not cause 

default of the obligation, as done failure to pay bond interest. In some case of analysis. it is 

treated as debt. 

A. 	 From the Viewpoint of Issuer: . 

From the viewpoint of issuer, the advantages of preferred stock financing are: 

a) 	 In contrast to bonds, the obligation to make committed interest payments IS 

avoided. 
\ . . 

b) 	 A firm wishing to expand, becaus,e its earning power is high can obtain higher 

earnings for the original owners by selling preferred stock with limited retain rather 

than by selling common stock. 

c) Preferred stock also penllits a, company to avoid sharing control through 

participating in voting., . 
, . ' .	 . I I. . . ,' 

d) 	 Since preferred stock typically has no maturity and no sinking fund it is more 

flexible than bonds. 

From the view point of issuer, the disadvantages of preferred stock financing ad:~: 

a) 	 Preferred stock dividends are not deductible as Tax expenses a characteristic that 

makes their cost differential very grate in comparison with that of bonds, 

b) The after tax cost of debt is approximately half that state coupon rate for profitable 

firms. The after tax cost of preferred however, is frequently the' faH percentage 

amount of the preferred dividend. 

c) 	 Characteristically preferred stock must be sold on a higher yield basis than that for 

bonds. 

B. 	 From the View point of investor: 
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It is asserted that preferred stocks have so many disadvantages to both the issuer and the 

investor that they should never be issued nevertheless preferred stock is issued in 

substantial amounts preferred stock financing provides the following advantages to the 

investor: 

a) 	 It provides reasonably steady income. 

b) 	 Preferred stockholder have a preference than common stockholder in liquidation 

numerous examples can be cited where the preference position of holders of 

preferred stock saved them from losses incurred by holder of common stock. 

c) Preferred stock financing provides the following disadvantages to the investors: 

d) Price fluctuation in preferred stock may be greater than those in bonds. Yields on 

bonds are sometime higher than those on preferred stocks. 

e) Although the holder of preferred stock bear a substantial portion of ownership risk. 

their return is limited. 

£) Accrued dividends arrearages are seldom settled in cash comparable to the amount 

of obligation that has been incurred. 

2.1.5.4 Current Accounts 

A current account is a running account with among being paid into and drawn out trom the 

account continuously. These accounts are also called demand deposits or demand 

liabilities. Since the banker is under' an obligation to pay the money in such deposits or 

demand. The account never becom'es 'time barred, because the limitation does not run until 

the customer on the bank for the payment of deposits makes a demand. These accounts are 

generally opened by business houses. Public Institutions,Corporate bodies and other 

organizations whose banking transactions are numerous and frequent. 

2.1.5.5 Saving Accounts 

Saving accounts are mainly meant for non-trading customers who have some potential for 

saving and who do not have numerous transactions entering their account. Low salaried 

class of middle-income groups. Small traders mainly open such accounts. 

The features of saving accounts are b,elow: 
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a) Account could be open with a minimum of zero rupees. The smallest amount that 

may be deposit or withdraw anytime. 

b) A minimum balance maintained in the accounts and the accounts may be dormant 

if for a continuous period of six month. 

c) On the death of the depositor. the amount standing to his/her credit will bc paid to 

such person as are legally entitled there to upon satisfactory proof or mentioned on 

account opening form. 

d) Every depositor is permitted minimum withdrawals by cheque or otherwise. If the 

number of withdrawals exceeds. 

2.1.5.6 Fixed Deposit Account 

Fixed deposits constitute as important resources for banks, as banks need not keep greater 

reserves of such deposits: Reserve bank 'is regulating the interest rate by giving. directives 

from time to time. Reserve oankls' following a differential interest rate policy having 

regard to size of deposits held by the 'banks.' Slightly rates of interest are permitted in the 

case of smaller banks. Even before reserve bank felt the need to regulate, lending banks 

themselves regulated the interest rates on voluntary basis, familiarly ref~rred to as 

"interbank agreement in interest r'ate~lI" 

2.1.5.7 Miscellaneous Accounts 

There is a vigorous drive for mobilization of deposits and different banks have introduced 

novel type of account. Punjab national bank has created a new deposits divisioFl to address 

itself exclusively technique. Some of the scheme are like I) Non-resident (External 

Account). 2) Foreign currency (Non Resident) Account etc. 

2.1.6 Mobilization of Funds 

Bank utilizes its funds in suitable area and right sector. Banks cannot achieves its goals 

until and unless it mobilizes its fund in right sectors and by performing different activities, 

many kinds of activities and other thingcan origin for the purpose of receiving invest from 

the bank. But bank should separate the useful and profitable sector for mobilization its 

fund. 
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As commercial bank they are expected to make profit. I f there is no profit, th~re will be 


adverse criticism against public sector banking both in and outside the parliament when 


these banks are asked to open new branches in areas which do not allow profit for years or 


asked to grant loan to priority sector. Such as small industries and agriculture with a high 


incidence of bad debts, there is need for customer balancing profit from elsewhere. 


Therefore, these banks will have to show an ascending order of profits in order to ensure 


growth with stability for this purpose the bank will have to allocate land able resources to 


Different segments in such a manner these banks can ensure adequate profitability while at 


the same time responding to policies laid down in accordance with national 


objectives.Generally Nepalese bank has mobilized its funds in the following activities. 


l. Liquid Funds: 


A bank has kept a volume ·of amount in liquid funds. The funds have so many 


responsibilities in banking activities. Liquid funds have covered following transactions: 


i) Cash in hand 


,", . . " . ; .ii) Balance with NRB 

iii) Balance with domestic bank ·· 

iv) Call money 

II. Investment: 

Bank invests its fund in different banking activities and different fields. Many types of 
. ' .. . '. 

fields are shown in markets for investment. J3ut banks invest its fund in pmfitable and 
, ' .' . 

safety activities. Banks invest its funds in the following title. 

i) Share and debenture 

ii) Government securities 

iii) NRB bond 

iv) Joint venture 

III. Loan and Advances: 

Bank mobilizes its funds by providing different types of loan and advances to customers 

by charging fixed interest. Different types of loan and advances are: 

i) To government enterprises 

ii) To private enterprises 

IV. Fixed Assets: 
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Land and buildings are essential for the establishment of bank. Bank funds are used in 

buying of furniture. Vehicle. Computer and other commercial instruments \,vhich arc 

related to banking activities . Bank cannot take direct gain from these assets, but bank 

should buy it. A bank has a needof fund to purchase fixed assets for the new bnanches of 

the bank. 

V. Administrative and Miscellaneous Expenses: 

Bank Should Manage Funds for administrative and other miscellaneous expenses. The 

administrative expenses are: 

i) Salary to employee 

ii) Pension 

iii) Allowances 

iv) Advertisement 

v) Stationary 

vi) Provident fund 

vii) Rent 

vii i) Income tax 

ix) Donation 

x) Insurance . " : ~ ., . " 

xi) Tour expenses .. ; ' ,' ;' ~ : ' .. 

xii) Commission 

The miscellaneous expenses are: 

i) To distribute the dividend to shareholders 

ii) To bear the loss on sale and purchase of banking assets 

iii) Maintenance expenses 

iv) To pay the interest on borrowed amount 

v) Reserve fund 

In this way, bank mobilizes its fund by performing different activities to achieve its 

desired goals i.e earning profit. Banks are sufficient profit mobilizing its funds in proper 

way into the different profitable sector. It can utilize its collective fund as well as own 

funds in all banking activities by perfonning effective fund mobilization procequre. 
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2.1.6.1 Factors Affecting Fund Mobilization 

Several factors should be considered before mobilizing funds available. The success of the 

firms depends upon how effectively it mobilizes its fund. The major factors that affect 

fund mobilization are as follows: 

a) Liquidity of fu nd 

The cash or liquidity position of the firrns influences its ability to mobilize fund . A firm 

may have sufficient retained earnings, but if they are invested in fixed assets. Cash may 

not be available to mobilize fund. Thus the company must have adequate cash available as 

well as retained earnings to effectively mobilize its fund. 

b) Market interest Rate 

Market interest rate is the preliminary factor affecting fund mobilization. If market interest 

rate is high, high fund is mobilized in loan and if it is low higher fund amount is flowed in 

investment sector. 

c) Demand of Fund (Loan) 

Since the majority of fund is utilized in providing loan, especially in banking sector, the 

fund mobilization highly depends on demand of loan. Higher demand indicates higher . . 

flow of funds and vice versa. 

d) Risk taking and Abortion 

Fund mobilization is also affected by risk taking nature, if the finn's nature is risk taking 

higher amount of fund is mobilized in the market in the form of loan and investment. 

while if it has risk abortion, the higher amount or fund remains within the tirms. 

e) Political Condition 

Fund mobilization directly depends upon the political stability of the nation. Th€ state of 

conflict makes fund freeze within the firm while good government and security of 

investment open the door of investment and high circulation of funds. 
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f) Government Policy 

Each firm has to perform within the rules and policy of the government. The aggressive 

economic policy set out by the government is highly favorable for fund mobilization. In 

addition, the nature of economy, centralized, privately and mixed economy. affects the 

flow of funds. 

g) Nepal Rastra Bank's Rule 

The financial institutions have to do activities within the rules and regulation of Nepal 

Rastra Bank. The benchmark of cash reserve ratio set out by NRB and the priority sector 

for loan highlighted can also affect fund mobilization. Besides these, the policy set out at 

regular time intervals should also be considered before mobilizing funds. 

2.2 Review of Related Studies: 

2.2.1 Review of Articles and Journals: 

At the time of this thesis writing foll()wingarticles .. newspaper and previous study arc 

studied for fulfillment of prescribed objectives. 

Many researches have analyzed, their fund mobilizing view and findings in their research 

paper in the subject through investment policy of commercial banks. Under this, related 

articles published in different economic journals, bulletin of World Bank, dissertation 

papers, newspaper, and researchers vie~ findings toward fund examined and Fevlewed. 

Sharma (2009) in his article Monetary policy and Deposit Mobilization in Nepal has . .. 

mentioned the mobilization of domestic saving is one or the prime oojcelive or the 

monetary policy in Nepal. For this purpose. Commercial Banks stood as the active and 

vital financial intermediary for generating resources in form of deposit of tme private 
. : " , 

sector. So far providing credit to the investor's in di fferent aspects of the economy . 

He has explained that commercial banks only can play an important role to mobilize the 

national savings. Nowadays other financial institutions like tinance companies; 

cooperative societies have been established actively to mobilization deposits in the proper 

sectors so that return can be ensur-ed frorri the investment. 

33 



I ! 

Madhav lal Pradhan (2009)in his articles, The importance of loan information center 

and its activities published in NRB annual publication says that the loan infonnation 

center was established to fulfill the necessity of a company working in relation to 

infonnation related to loan. He further adds that the negative, trends like delaying the 

payments of principle and interest, deficient loan approval procedures, lack of constant 

companies have aided in the increase of non-performing loans ultimately affecting the 

national economy negatively. The author recommends the banks and finance companies to 

help the loan information center by following the directive of Nepal Rastra Bank and 

utilizing the information obtained from the center so that positive changes can witnessed. 

Gautam (2010) has analyzed in her article, Financial Performance of Commercial banks 

using both descriptive and diagnostic approach in her study, she has concluded the 

following points: 

• 	 The structural ratio of cOl'nmerciaJ' banks shows that banks invest on th<t average or 
. 	 . . . 

75% of their totaldeposlts ;0£1 the-gOVernment securities and the shares. 

• 	 The analysis of resource p'ositiCHi of commercial banks should quit high percentage of 

deposit as cash reserve. 

• 	 Return ratio of all banks shoVl's that most of the time foreign banks have higher return 
. . . 

as well as higher risk than Nepale~e banks. 

• 	 The debt- equity ratios of commercial banks are more than 100% in most of the 

period under studies period. It led to conclude that the commercial banks are highly 

leveraged and highly risky. JVBs had higher capital adequacy ratio but has been 

dealing every day . 

Shrestha (2011) in his article, Deposit Mobilization. Its problems and Prospects has 

presented that following problems in the context of Nepal:­

• 	 People do not have knowledge and proper education for institutional manner. They 

so do not know financial organization process, withdraw system, depositing system 

etc. 

• 	 Financialinstitution does not want to op'ehite and provide their services in rural areas. 

• 	 He has alsorecommended about mobilize the deposit collection hy the financial 

institution by rendering their services in rural area and by adding variol)s services. 
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• 	 Nepal Rastra Bank most organized training programs to develop the skill of human 

resource. 

• 	 By spreading a numbers of co-operatives societies to develop, mini banking services 

and improves the habits of public in deposit collection to rural areas. 

2.2.1 Review of Previous Thesis: 

Under this sector, various masters level dissertation were reviewed. Though the same 

research topic wasn't available in TU library, some research paper. which is slightly 

related to study, have been reviewed. These are as follows. 

Panta (2009) had research entitled to A study of investment policy of commercial Banks. 

He takes 5 years data of two banks that is BOK and NIBL. The specific objectives of his 

study are: 

• 	 To evaluate the liquidity, assets management, profitability, risk position and growth 

ratio of the banks under study. 

• 	 To find out the relationsh'ip"betW:eeii totat deposit and investment. loan and advance. 

interest earned and l1et profit to outside assets and total working form. loan and 
;" , 	 ",:"'" 

advance to interest paid and compare them. 

• 	 To analyze the trend of deposit investment net profit, loan, and advance for next 

five years ofBOK and NIBI.. 

• 	 To pro'vide suggestions'and "~ecommendationbased on the study. 

Devkota (2010), in this topic Fund m'obilization ' of commercial banks states that 

consolidation and liberalization of interest rate reform measures are initiated with a view 

to provide more option to commercial banks in the mobilization of saving and portfolio 

management through market determined and lending rates. There is much computation in 
~- .' : ' 

banking market but less opportunity to make investment. In this condition, joint venture 

bank can take imitation in search of new opportunities. so they can survive in the 

competitive market and earn profit..(Devkota, 2012 A.D) 

Adhikari (2010), conducted a study on A comparative Study of Fund Mobilization of 
. ~ " ,

Commercial Banks with'the objeCtive of:' : 
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a) To explore the effectiveness of the selected joint venture banks In fund 

mobilization. 

b) To analyze the sources and uses of funds of the selected joint venture hanks. 

c) To study the factors affecting the fund mobilization. 

d) To provide suggestions and recommendation based on analysis. 

The major findings of the study are as follows: 

Average ratios of cash and banks balance to total deposits reveal that EBL has 

. higher ratio and NABIL had lower. which shows that the liquidity position of EBL 

is quite well than NABIL but CY of NABIL is lower than EBL which means 

NABIL has more consistent ratio. 

The average ratio of credit and advance to total deposit of EBL IS higher than 

NABTL deposit in credit aridadv~ncem6rethan NABIL. 

The average debt equity ratio shows that NABIL has the higher average ratio than 

EBL that means the financial risk of this bank is also high both JYBs have used 

excessive amount of debt. 

Basnet (2011) has conducted a study on Investment policies ofJoint Venture Banks with 

reference to NabilBankLtd.. and Everest Bank Ltd. He has taken five years financial data. 

The major findings of the study are: 

• 	 The cash and bank balance to total deposit ratio of both bank fluctuating trend. 

• 	 Current ratio ofNIBL and Everest have fluctuating trend. 

• 	 The ratio of investment on government securities to current assets of Everest Bank 

is higher than in compare to Nabil. Which states that its investment on government 

securities is highly rich than thai of Nabil. 

• 	 The loan and advance to total deposit ratio of Nabil has increasing trend. The mear 

ratio of NABIL is lower than Everest bank. Which shows that the ratios are no 

satisfactory consistent over the study period. 

• 	 Tnvestment to total deposit of banks has in fluctuating trend during the study perio, 

the main ratio of total investment to total deposit of NABIL is higher than Evere~ 

bank. 
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Bajracharaya (2011) has conducted a study on A study on Fund Mobilization of Joint 

Ventures Banks (with reference to Himalayan Bank Ltd, Nabil Bank Ltd and Everest Bank 

ltd) The objectives of the study have been concentrating on reviewing the fUlild collection 

collection and its mobilization in the joint venture banks especially in Nabil. HBL and 

EBL. Her study has expected to prove a useful feedback to the commercial banks. Some 

of the specific objectives of the study are as follows. 

• To analyze the ability of the selected joint venture banks in fund molDili,zation. 

• To identify the factors affecting the fund mobilization . 

• To provide suggestions and recommendation based on analysis. 

SusmitaPandit (2012) has studied on A study on Fund collection mobilization of 

commercial Banks. The main objectives of his report are to examine the pel'"formance of 

the selected commercial banks in terms of fund collection and mobilization, to access 

detenninants of sampled banks fund collection and mobilization in commercial banks. 

Toevaluate the growth ratio of credh and advances and total investment with respective to 

growth rate of total deposit and net- profit on samples banks. banks has been providing 

more and more banking facility to the general people of the country. Theref0re, the bank 

with more branches is able to mobilize more financial resources. She funther concluded 

that the bank should not only consider the security against which the loans are be granted, 
, - ' 

it should much more altemaJive,paYclue conc,em to the genuineness of the party so that the 
.", J '. 

resources could be properly utilized. (Pandit, 2012 A.D) 
. .. ..·1 ··.. -' " . 

2.3 Research Gap 

The purpose of this study is to develop some expertise in one's area, to see what new 

contribution can be made and to receive some ideas. knowledge and suggestions in 

relation to fund collection a,nd mobilization process of sample joint venture banks. Thus 

the previous studies can't be ignored because they provide the foundation to present study, 

In other words, there has to be continuity in research. This continuity in research is 

ensured by linking the present study with the past research studies. Hence it is clear that 

the new research cannot be found on that exact topic i.e fund collection and its 

mobilization, A study on Jo.int-ventllre ba,nk? Therefore, to fulfill this gap, this research is 

selected. To complete this research study, many books, journals. articles andvariou~ 
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published and unpublished dissertations are followed as guideline to make the research 

easier and smooth. 

Our main research problem is to analyze weather the joint venture banks are able to collect 

and mobilize its fund effectively or not. To achieve the main objective, various financial 

and statistical tools are used. 

Similarly trend analysis of common stock financing. debt financing. preferred stock 

financing, current account, saving account, fixed deposit account and miscellaneous 

accounts are reviewed to make this research complete. Therefore this study is useful to 

concern bank as well as different persons, such as shareholders, Investor, policy makers, 

stockholders, state of government etc. 

, . - ~ . r ; ~ : '.' , "1 :'\ ".; F • ,; ( 
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3.1 

CHAPTER THREE 


RESEARCH METHODOLOGY 


Introduction: 

Research methodology is composed of two words: 'Research' and 'methodology' research 

is the systematic and organized effort to investigate a specific problem that needs a 

salutation. This process of investigation involves a series of well thought out ac~ivities of 

gathering, recording, analyzing and interpreting the data with the process of finding 

answer to problem. Thus, the entire process by which we attempt to solve pliOblem is · 

called research, while 'methodology' is the research method used to test different statistical 

tools in order to make conclusion. A sound and systematic methodology is rCiquired to 

carry out any study, if it is to be worthwhile. 

A research methodology helps to find out accuracy, validity and suinability. The 

justification on the present study cannot be obtained without the help of proper research 

methodology. For the purpose of achieving the objective of study, the applied 

methodology will be used. The research methodology used in the present stwdy is briefly 

mentioned below. 

This topic present the short outline of the methods applied in the process of analyzing the 

fund collection and its mobilizing the joint venture banks. Research is a systematic method 

of finding out the solution to problem whereas research methodology refers to the various 

sequential steps to adopt by a researcher in studying a problem with certain <Dbjective in 

view. This research work draws the conclusion to the point that what kinds of position 

joint ventures have got and suggested the precious and meaningful poilnt so that all 

concerned can achieve something g from this study. 

3.2 Data Collection Procedures 

The researcher used two types of data collection techniques. One IS pnmary data 

collection and other is secondary data collection. 
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3.2.1 Primary Data 

Primary data are those collected by the researcher on the concerned topic, which are 

original in nature. While studying about the fund collection and mobilization, we can 

across primary data from different sources: direct in-depth interviews with staffs of credit 

department unit of EBL, SCBNL, HBL and NSBI as well as concerned customeu of banks. 

3.2.2 Secondary Data 

The study is mainly based on secondary data. So, the major sources of secondary data for 

this are as follows: 

a) Annual reports of the bank. 

b) Published and unpublished bulletins, reports of bank. 

c) Published and unpublished bulletins, reports of Nepal stock exchange. 

d) Previous studies and report. 

e) Unpublished official records. 

£) Journals and other published and unpublished related documents and reports from 

center library ofT.U, library of Shanker De v campus and other. 

g) "Banking and financial statistics" report ofNRB magazines. 

h) Various internet websites. 

i) Other published materials. 

3.3 Population and Samples 

Population covers the whole or total of observation that have selected for the study sample 

is the part of population which represents population with regards to the study. 

There are 32 commercial banks functioning allover the country and most of their stocks 

are actively traded in stock market. Among them four are included in study. These banks 

are compared as per fund collecting and mobilizing activities. It is not possible to research 

all the data related with concerned joint ventures. Thus, data from fiscal year 2007/08 to 

2011112 are analyzed for the fulfillment of the objective. 
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3.4 Method of Data Analysis 

Analysis and presentation of the data is the main part of every research work. Mainly 

financial methods are applied for the purpose of this study. Appropriate statistical tools are 

used. Among them, correlation analysis is regarded as major tools used for the r~search. 

To make the study more specific and reliable, the researcher uses two types of tools for 

analysis. 

a) Financial tools 

b) Statistical tools 

3.4.1 Financial Tools 

Financial tools measures, the financial strengths and weakness of the firm by est~blishing 

relationship between the items of the balance sheet and the profit and loss account. The 

basic tools used are ratio analysis. Beside it, total deposit, total investment and total 

income analysis have been used. 

3.4.1.1 Ratio Analysis 

Ratio analysis is a powerful and the most widely used tools of financial manag~ment. A 

ratio defined as 'The indicated quotient of two mathematical management expression" and 

as the relationship between two or more things (Webster, 1975). A ratio is a firgure or a 

percentage representing the comparison of one-dollar amount with some other dollar 

amount as a base (Roy, A.F, 1974). Ratio analysis is widely used tools of financial 

analysis. it is defined as the systematic use of ratio to interpret the financial statements so 

that the strength and weakness of firm as well as its historical performance and current 

financial condition can be determined. In the financial analysis, a ratio is used as an index 

or yard sticks for evaluating the financial position and performance of finn. Rati:o helps to 

summarize the large quantities of financial data and to make qualitative judgments about 

the firm's financial performance (pandey, I.M, 1979).AZx 

A large number of ratios can generated from the components of profit and loss account 

and balance sheet. They are sound reasons for selecting different kinds of ratio for 
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different types of situations. For this study, ratios are categorized into the following major 

headings. 

A) Liquidity Ratio 

Liquidity refers to the ability of a firm to meet its short-term or current obligations. So 

liquidity ratios are used to measure the ability of a fiml to meet its short-term obligations 

and from them the present cash solvency as well as ability to remain solvent in the event 

of adversities of the same can be examined (Van Horne, 1.C, ] 999). 

Inadequate liquidity can lead to unexpected canshortfall that must cover at inordinate costs, 

thus reducing profitability. In the worst case, inadequate liquidity can lead to bhe liquidity 

insolvency of the institution. On the other hand, excessive liquidity can lead to low assets 

yield and contribute to poor earnings performance (Scott, D. 1992). 

To find out the ability of bank to meet their short-term obligations, which are likely to 

mature in the short period, these ratios arecalculated. The following ratios are <developed 

under the liquidity ratios to identify the liquidity position. 

I. Cash and Bank Balance to Total Deposit Ratio: 

This ratio shows the ability of banks immediate funds to cover their deposit. Higher the 

ratio shows higher liquidity position and ability to cover the deposits and vice versa. It can 

calculate by dividing cash and bank balance by total deposits. This ratio can calculate by 

using following formula. 

Cash and Bank Balance
Cash and Bank balance to Total Deposit Ratio = 

TotaLDeposit 

II. Cash And Bank Balance to Current Deposit Ratio: 

This Ratio is computed to disclose the soundness of the company to pay total, calls made 

of current deposits. It can be expressed as: 

Cash and BankBalance 
Cash and Bank balance to Current Deposit Ratio = 

Current Deposit 
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B) Activityl Efficiency Ratio 

It is known as turnover or efficiency ratio or assets management ratio; meaSUlies how 

efficiently the firm employs the assets. Turnover means: how many numbers of times the 

assets flow through a firm's operations and into sales ( Kulkarni, P.V, 1994 ). Greater rate 

of turnover or conversion indicates more efficiency of a firm in managing and utilizing its 

assets, being other things remain same. Various ratios are examined under these h~adings. 

I. Credits and Advances to Total Deposit Ratio: 

Commercial banks mobilize the outsider's fund for profit generation purpose. Cnedits and 

advances to total deposit ratio shows whether the banks are successful to mobilize the 

outsider's funds (i.e total deposits) for the profit generating purpose on the Qredit and 

advances or not. Generally, a high ratio reflects higher efficiency to mobilize outside's 

fund and vice versa. The ratio can calculate by using following formula. 

loan and Advances 
Credit and Advances ratio = 

Total deposit 

II. Credits and Advances to Fixed Deposit Ratio: 

Fixed deposits are the long-term interest bearing obligation and credits and advqnces is the 

major source of investment to generating purpose. The ratio is slightly diff~r with the 

former one, because it only includes the fixed deposits, where as the fonner includes all 

the deposits. The following fonnula is used to obtain the ratio. 

loan and Advances 
Credit and Advances to fixed Deposit ratio = 

Fixed deposit 

III. Credit and Advances to Total Assets Ratio: 

It measures the ability in mobilizing total assets into credits and advamces for profit 

generating income. A higher ratio is considered as adequate symbols for effective 

mobilization of total assets to bank into credits and advances, which creates o/pportunity to 

earn more and more. It is calculated as: 

Loan and Advances 
Credit and Advances to Total Assets ratio 

Total Assets 
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C) Leverage Ratio 

The use of finance is refers by financial leverage. When a firm borrows money, it promise 

to make series of payment, which creates financial leverage ( Brealy, R Mayers, $ 1919). 

These ratios are also called solvency ratio or capital structure ratio. These ratios indicate 

mix of funds provided by owners and lenders. As a rule, there should be an appropriate 

mix of debt and owner's equity in financing the firm's assets. To judge the l(i)ng-term 

financial position of the firm, leverage ratios are calculated. This ratio highlights the long­

term financial health, debt servicing capacity and strength and weakness of the firm. 

Following ratios are included under leverage ratios. 

1. Total debt to Net Worth Ratio: 

The ratio is calculated to find out the proportion of outsider's fund an owner's fund to 

finance for the total assets. It also called the proportion of outsider's claim and insider's 

claim on total assets of the bank. Generally, very high ratio is unfavorable to the business 

because the debt gives third parties legal claims on the company. These claims are for 

interest payments at regular intervals plus repayment of the principals by the agreed time. 

On the other hand, very low ratio is also unfavorable from the shareholders poimt of view. 

They want this ratio to be high so that they can have better returns with smaller capital. It 

is calculated as follows: 

Total Debt 
Total debt to Net worthRatio = 

Net Worth 

2. Total Debt to Total Assets Ratio: 

It examines the relationship between borrowed fund ((i.e. total debts) and total assets. It 

shows the relative extent to which the finn is using borrowed money. A lower ratio is 

preferable since it reduces the distress of the creditors by using more amoumt ([)f equity on 

total assets. It is computed as: 

Total Debt 
Total Debt to Total Assets ratio 

Total Assets 
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D) profitability Ratio 

Profit is the difference between revenues and expenses over a period. A company should 

earn profit to survive and to grow over a long period. Therefore, profits are essential, but 

profit earning is not the ultimate aim of company and it should never earn at the cost of 

employees, customers and society. "Profitability ratios are the indicators of degree of 

managerialsuccess in achieving firm's overall goals". (Pradhan, S 1996). It shows the 

overall efficiency of the business concern. The following ratios are calculated under the 

profitability ratios. 

I. Net Profitt Loss to Total Assets Ratio: 

The ratio is useful to measure how well management uses all the assets in the business to 

generate an operating surplus higher the ratio indicates the higher efficiency in the 

mobilization of total assets and vice-versa. the ratio is low due to low profit. In other 

words, it is low utilization of bank assets and over use of higher interest bearill1gamount of 

debt and vice-versa. 

ii. Interest Income to Total Credit and Advances: 

It teals the income as interest from total credit and advances. It is useful to kn0w the fact 

that whether the credit hagiven or not. We can increase interest income by taking good 

issuing and recovery credit policy. High return shows the soundness of credit policy . II is 

calculated by using the following formula. 

Interest Income 
Interest Income to Total Credit and Advances Ratio = ------------­

Total Loans and Advance 

E) Other Ratios 

1. Earnings Per Share (EPS): 

EPS is one of the most widely quoted statistics when there is a discussion of a company's 

performance or share value. It is the profit after Tax figure that is divided by the number 

of common shares to calculate the value of earning per share. This figure tells us what 

profit the common shareholder for every share held have earned. 
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A company can decide whether to increase or reduce the numbers of shares on issues. This 

decision will automatically affect the earnings per share. The profits available to the 

ordinary shareholders are represented by net profit after taxes and perfonnance dividend. 

Symbolic expression ofEPS is given below: 

Earning Available for Common Shareholders 
Earnings per Share Total No of Equity Shares 

2. Market value Per Share (MVPS): 

Market value per share is the trading price of each share of common stock in the market 

higher market price reflects better image of the organization in public mind and vice-versa. 

Market Value of Share 
Market value Per Share =--------­

No of Equity Share 

3. Price Earning Ratio (PIE Ratio): 

The PIE ratio is widely used by the security analysis to evaluate the firm's perfonmance as 

expected by investors. It shows the price currently paid by the market for each rupee of 

currently reported earnings per share. It is also called multiplier. 

market Value Per Share 
Price Earning Ratio 

Earning Per Share 

3.4.1.2 Sources and Uses of Fund 

Management of funds is the important part of the banking business. The problem of 

managing funds is great for banks than it is for almost any other enterprises. Ihe source 

and usages of analysis took out proportion of each source and each use to total funds of 

bank and it is expressed in percentage. And the percentage was compared with the 

standard percentage of a typical bank . This anaJysis also concerned behaviors of the 

sources of fund. The usages were analyzed in terms of their supporting ability to the 

sources of funds make study easier, the sources and uses of funds of banks are categorized 

and presented below. 
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Figure: 3.1 

J Sources of Uses of Fund 

Sources 

1. Capital Fund 

2. Deposits 

3. BOITowings 

4. Contra Account 

5. Other Liabilities 

6. Reconciliation Account 

7. Bills Payable' . 

8. Profit and Loss Account 

Uses 

1. Liquid funds 
2. Investments 
3. Share and Other Investment 
4. Loan and Advances 
5. Bills Purchased 
6. loan Against Collected Bills 
7. contra 
8. Fixed Deposits 
9. Other Assets 
10. Expenses Written Ofr 
11. Non Banking Asset 
12. profit and Loss 
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Figure: 3.2 


Flow of Cash in Business 


Outflow 

Cash Purchase Repayment of LoanCreditors 
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Fixed Assets ~~ 
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r---c-a-s-h-s-a-Ie-s---', I Issue of Share/ Debenture II Sales of Fixed Assets 

3.4.2 Statistical Tools 

for supporting the study, statistical tools such as Mean, Standard Deviation, Coefficient of 

Variation, Correlation, trend Analysis and diagrammatic cum pictorial tools have been 

used under it. 

I. Arithmetic Mean (Average): 

"Average are statistical constraints which enables us to comprehend in a single effort of 

the whole" (gupta, S.C, 2000). It provides the gist and gives the bird's eye view of the 

huge mass of unwisely numerical data. It can be calculated as: 

LX
Average=­

N 

II. Standard Deviation (S.D): 
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"The Standard Deviation is the square root of mean square deviation from the arithmetic 

means and is denoted by S.D or cr, (Shrestha, K.N. 1991). It is used as absolute measure of 

dispersion or variability. It is calculated as: 

()= 

n 

Where, 

ax Standard Deviation 

III. Coefficient of Variation (C.V): 

"The Co-efficient of variation (C.Y) is the relative measure based on the standard 

deviation and is defined as the ratio of the standard deviation to the mean expressed in 

percentage" (Shrestha, K.N, 1991). It is independent of units. Hence, it is a suitable 

measure for comparing variability of two series with same or different units. A series with 

smaller c.y is said to be less variable or more consistent or more homogeneous or 

uniform or more stable than the others and vice versa. It is calculated as. 

ax x 100 
C.Y 

X 

IV. Correlation Coefficient (r) : 

Correlation may be defined as the degree of linear relationship existing between two or 

more variables. These variables are said to be correlated when the change in the value of 

one results change in another variable. Correlation is of three types. They aJre simple, 

partial and multiple correlations. Correlation may be positive, negative or zero. 

Correlation can be classified as linear or non-linear. Here, we study simple correlation 

only" In simple correlation the effect of others is not included rather these a/ie taken as 

constant considering them to have no serious effect on the dependent variables (Shrestha, 

K.N,1994). 

The popular method of statistical tool, karlpearon's co- efficient of correlation has been 

adopted to measures the significance of the relation between the depos!it and the 
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investment, loan and advances of the four joint venture banks. The formula for ~omputing 

the correlation coefficient (r) is as follows. 

r = NIXY -(IX)(IY) 
~NLX2-(LXr ~NIy2-(IYr 

V. probable Error (P.E): 

The probable error of the coefficient of correlation helps in interpreting its value. With the 

help of probable error, it is possible to determine the reliability of the value of c<Drrelation 

coefficient. The probable error of the coefficient of correlation is obtained as follows 

1_r2 
P.E. = O.6745 x .In 

Where, 

r = correlation of coefficient. 

n = number of observation 

If r<P.E, then the correlation coefficient is not significant and 

Ifr>P.E, then the correlation coefficient is significant. 

VI. Coefficient of Determination (r)2 : 

It explains the variation derived in dependent variable due to the unit change in anyone 

specified variables; it denotes the fact that the independent variable is good predictor of 

the behavior of dependent variable. It is square of correlation coefficient. 

so 




CHAPTER - FOUR 

DATA PRESENTATION AND ANALYSIS 

The previous chapter was mainly emphasized on research methodology that is about to be 

adopted to carry out the study. Under this part, the collected data through primary as well 

as secondary sources have been represented in the suitable format (i.e. on tables and 

charts), analyzed using various statistical and financial tools. 

4.1 Liquidity Ratios 

4.1.1 Cash and Bank Balance to Total Deposit 

This is the most important ratio for measuring the extent of the liquidity of the Cornmercial 

banks. The sound ratio indicated the strong liquid position of the banks to meet its 

customer's demand of immediate cash. This ratio is obtained by dividing the total cash 

with the bank itself and the cash reserve (eRR) maintained in the NRB. 

Table: 4.1 

Comparative Cash and Bank Balance to Total Deposit 

Fiscal year 
Ratio (%) 

NSBI SCBNL HBL EBL 

2007/08 9.79 6.89 4.50 1>1.13 

2008/09 4.21 8.87 8.79 118.50 

2009110 9.86 5.48 10.28 41.17 

2010/11 11.50 7.83 7.24 14.89 

2011/12 10.33 17.70 13.33 20.72 

Mean 9.14 9.35 8.83 17.28 

S.D. 2.53 4.31 2.95 3.79 

C.Y. 27.69 46.08 33.42 21.93 

Source: Appendix I 

Above table no 4.1 states that the cash and bank balance to total deposit ratio for joint 

venture banks are in fluctuating trend EBL has highest average ratio than oth.er banks i.e 
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17.28 percent which indicates that EBL has high capacity to meet the unanticipated called 

on all types of deposit. On the other hand EBL has lower C.Y. it states that cash ~nd bank 

balance to total ratio of EBL is more uniform than that of other three banks. 

Figure: 4.1 


Comparative Cash and Bank Balance to Total Deposit 
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Source: Table: 4.1 

4.1.2 Cash and Bank Balance to current Deposit Ratio 

Another best indicator of the liquidity of the commercial banks is cash and bi;tnk balance 

to current deposit. Current deposit is that type of immediate non-interest bearing liability 

that needs to be assigned to the bearer of it all the times of demand . So, provision of 

enough cash should be made to provide to the account holders instantly. 
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Table: 4.2 


Comparative Cash and Bank Balance to Current Deposit Ratio 


Fiscal year 

2007/08 

NSBI 

77.27 

Ratio (%) 

SCBNL 

25.58 

HBL 

30.27 

EI3L 
I 

101..05 

2008/09 41.07 54.54 94.73 126.84 

2009/10 120.24 19.76 103.23 187.35 

2010111 114.52 25.77 80.25 121.79 

2011112 145.81 56.25 138.79 169.94 

Mean 99.78 36.38 89.45 J48.79 

S.D. 

c.Y. 

36.63 

36.71 

15.68 

43.10 

35.32 

39.48 

29.91 
I 

20.80 

Source: Appendix II 

The table no 4.2 depicted above portrays the ratio of cash to current deposit Wor NSBI, 

SCBNL, NIBL and EBL. The average ratio of NSBI, SCBNL,NIBL and EBL: are 99.78 

percent, 36.38 percent. 89.45 percent and 143.79 percent over five years, NS~I has the 

highest ratio of 145.81 percent in year 2011112 and lowest ratio of 4l.07 in ye~r 2008/09. 

Similarly, SCBNL has the higher ratio of 56.25 in year 2011112 and lowest ratio of 19.76 

in year 200911 O. 

Likewise, HBL has the highest ratio 138.79 in year 2011/]2 and lowest ratio is 30.27 

percent in year 2007/08. EBL has highest ratio of 187.35 in year 200911 0 and I,bwest ratio 

is 107.05 percent in year 2007/08 among four banks. 

The average ratio of EBL is higher than other banks as well as coefficient of variation is 

also lower than other banks i.e20.80 percent which means that EBL is mor~ consistent 

than that of other three banks. 
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Figure: 4.2 


Comparative Cash and Bank Balance to Current Deposits Ratio 
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Source: Table: 4.2 

4.2 Turnover Ratio 

The turnover ratio indicates the efficiency in utilizing the funds or assets of the company. 

In terms of bank, deposit is the prime source of funds. So, the fraction of ratiq of money 

distributed in the form of loans and advances (Credit and advances) is a major d;etermining 

factor over the total funds collected in the banks in the form of deposit. 

4.2.1 Credit and Advances to Total Deposit Ratio 

Deposits are the main sources of funds for commercial bank. More than :50 per<;:ent of total 

assets have been founds to be financed through deposits. Total deposit inclydes saving, 

fixed, call , current and fixed deposits. On the contrary, credit and advances aliso called as 

loans and advances are the sales figures of banks. So utilized in aBs higher ratio IS 

desirable. 
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Table: 4.3 

Comparative Credit and Advance to Tot al Deposit Ratio 

Ratio (%)I I 
Fiscal year I 

NSBI SCBNL 
. ~ HBL 

I 
EBL 

, 

2007/08 88.32 46.12 63.37 76.49 

2008/09 54.12 38.70 71.49 71.68 
I 

2009/10 50.09 45.35 74.39 74.61 

2010/11 50.37 48.49 77.14 75.51 

2011112 49.0] 54.43 73.26 71..81 
I 

Mean 58.38 46.62 71.93 74.:02 

S.D. I 
1.9616.64 5.08 4.65 

I 

C.y. 28.50 10.90 6.46 2.,65 
, ,t 'Source: Appendix ][I .. . .


Above table no 4.3 shows that the nuctuatlOn In the r tlO of credIt and advances to total 

i I 

deposit of our JVBs through the review period . The average ratio of credilt and advances to 

total deposit ratio of NSBI, SCBNL, HBL, and EBL l ere 58.38, 46 .62, 71.93 and 74.02 

percent respectively. This indicates that EBL has sucl·essfully mobilize;d of tQtal deposit 

on this study period i.e. 74.02 percent and SCBNL h d mobilized only 46.62 percent on 

the average, it is unable to mobilize the entire availabt fund on this study period. But the 

coefficient of variation of EBL is lower than other . ,ank i.e. 2.65 pereent which means 

EBL is more consistent than that of other banks. 
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Figure: 4.3 

Comparative Credit and Advance to T01 ~I Deposit Ratio 
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4.2.2 Credit and Advance to Fixed Deposit ratio 

As fixed deposit is an interest bearing deposit, the exten of the utilization of it qetermines
I 

the efficiency of the bank. It should not be remainedi I. le ~ Otherwise. thr performance of 

the bank will get decline. Therefore, the study of the ra 0 IOf fixed deposit turnoyer ratio is 

quite rationale. 

Table: 4.4 


Credit and Advances to Fixedl~eposit Ra1tio 


Fiscal Year 



The table no 4.4 plotted above shows the fixed deposit t 

(f',e:t ~(i)S 

n 

banks over the five-year period. The average fixed 

SCBNL, HBL and EBL were 0.98, 2.64, 2.96, 2.74 time~ 

2.96 of HBL, it can be regarded that HBL had mobili 

deposits in a better way than other banks. HBL is 

banks. The lowest ratio is 0.98 of NSBl. However, the fi 

is good on an average. 

Figure: 4.4 
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4.2.3 Credit and Advances to Total Assets Ratio 

The entire of the funds are invested in the bank in various assEjts. In other 

words, these are the sectors where the funds coli s sOLjrces ane employed 
i 

or mobilized so as to get respective returns. The Ie for ithis SEjctor is cent 

percent. However, a ratio of over 50 percent is consid 
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Table: 4.5 

Comparative Credit and Advance to To 

Ratio 
Fiscal year 

2007/08 


2008/09 


2009/10 


2010/11 


2011112 


Mean 


Source: Appendix V 

NSBJ SCBNL 

70.48 

50.16 

45.94 

46.36 

45.03 

51.59 

41.15 

34.14 

39.68 

42.05 

46.97 

40.80 

From the above table no 4.5, it can be conclude that a 

fluctuation trend during the study period. Jn an ave 

ratio of 66.07 percent. This indicated that EBL had m 

than that of other banks. 

Figure: 4.5 
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4.3 leverage Ratio 

The leverage ratio of the commercial banks is measure~ by the extent that th~y have 

maintained ownership capital, borrowed capital or bo h in relation to build capital 

structure position of their firm. Therefore, this ratio meaSl res the risk and I ~ng terr;n return 

of the firm. Those can be measured as: 
I 

4.3.1 Debt to Equity Ratio: 

It is measurement of the financial risk. The more debt to ~quity ratio, more will b~ levered 

the firm and hence degree of financial risk will be high It can be calculated by dividing 

debt by shareholder's equity. 

I 
Table: 4.6 

I 
Comparative Total Debt to Net \vorth Ratio I 

Fiscal year 
SCBNL HBLNSBI E6LI 

2007/08 1595.501237.42 1339.5~1123.21 I 
I2008/09 1514.011671.23 1212.60 1206.80 

i2009/10 1458.38 1093.38 1082.44 1400.88 
i2010/11 1505.75 1091.22 1069.75 14pO.05 
I 
, ,

2011112 1716.21 911.05 1073.67 12;86.08 

I 
I 

Mean 1494.95 1463.31 
I 

, 

Source: Appendix VI I 

This table 4.6 Indicates that above table shows that debt equity ratio Ifor th~ four joint 

venture banks over the five year. The highest ratio 0 NSBI, S<CBNL, HBL ~nd EBL is 

1716.21 ofNSBI in 2012. The average ratio ofNSBJ SCBNL, BBL al',ld EBL is 1494.95 
I 

percent, 1109.13 percent, 1154.44 percent and 1463.11 percent Irespec~ively. The highest 

average ratio is l494.95percent of NSBI, and the ,owest average ratio is 1109.13 of . I 
SCBNL. 

On the basis of above table all the joint venture banks have used excessive ampunt of debt. 


However it was clear from the above other analysis t at there was no use of lorg term debt 
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accepted. Therefore these banks use excessive amount )f short term de~ts to finance 
I 

various current assets. We can conclude that NSBI is riski(;ir than that of other banks on it's 
I 

average ratio was higher than other banks over the study ~ eriod. The ownerphip capital of 

these banks is too far than the debt capital. 

Figure: 4.6 


Comparative Total Debt to Net Worth 
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4.3.2 Total Debt to Total Assets Ratio 

This ratio is wider known as debt ratio. And it indica :es how much pr~portion of total 
assets has been financed with the debt capital and how much with the e~uity part. Total 
debt includes both short term and long term debt. 

Table: 4.7 

Comparative Total Debt to Tota Assets Ra tio 

Fiscal year 
NSBI 

2007/08 91.77 

2008/09 94.32 

2009/10 93.56 

2010/11 93.75 

2011112 94.49 

Mean 93.58 

Sources: Appendix VII 

Ratio C~ro) 

SCBNL 

92.52 

92.38 

91.62 

91.59 

90.11 

91.64 

60 

HBL 

93.05 

95.73 

91.95 

91.45 

91.48 

92.73 

, 
I 
, 
I 

EE 

92.92 

I 

9:4.03 

9;3.33 

I 
93.27 

92,57 

~3.24 



The table no 4.7 portrayed above shows the total debt , total assets rati(!) for tlile joint 

venture banks over five years. The average ratio of NS I, SCBNL, HBL' and EBL are 

93.58, 91.64, 92.73 and 93.24 respectively. 

NSBI , SCBNL, HBL and EBL have a highest ratio in y ar 2007/08 i.e 93.09 pe~cent, in 

year 2008/09 i.e 94.32 percent, in year 2009110 i.e 93.56 . ercent, in year 2 101l1ii.e 93.75 

percent, and in year 201 IIl2 i.e 94.49 percent respecti 

93 .58 ofNSBI and lowest average ratio is 91.64 of SCB 

The ratio implies that the banks are highly levered. In 

adopting the aggressive working capital policy. 

Figure: 4.7 

Comparative Total Debt to Total 
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4.4 Profitability Ratio 

ition, they found to be 

ets Ratio 

~NSBI 

" SCBNL 

§. HBL 

t± EBL 

We also need the indicators of protitability positi{) In order to identify
I 

Vhe overall 

utilization of the funds collected and used in the banks. The 
I 

ma.l or ratiosthat we 

considered under this sector are: 
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4.4.1 Return on Assets Ratip 

The total assets of the banks a Ie the sectors where the tota funds call ectedtj rough : v ariaus 

sources are Invested to earn suffiCIent profits The ret yr ·' on the assets IS calcutated by
I 

/1 dividing net profit after tax b~ total assets. 

Table: 4.8 

Comparative Net Profit to Total1ssets Ratio 
! 

Fiscal year 
I 

NSBI I SCBNL 

2007/08 1.44 
I 

2.46 

2008/09 1.05 i 2.56 

2009/10 1.03 2.70 

2010/11 1.01 I 2.55 

2011112 0.83 I 2.80 

Mean 1.07 2.61 

Sources: Appendix VIII 

From the above t~b~e 4.8 it is .found that the total. ass~t~


EBL have the ratIO In fluctiatIng trend. Mean ratIo of S/CZfNL IS 


banks I.e 2.6 I percent and f BI has a lowest ratIo In the 

SCBNL has more utilization of total assets and mor . 'stable than other banks. S I BNL 

Ratio (0/0 I 

, 

HBL EEL 

I 1.76 
I 
1.91 1.73 

, I 

~.19 2.01 

0.07 2.0[ 

0.13 

1.01 
I 

I 

/ rt tio o.f N~BI, S~BNL.i li-IB I-­ and 

hIghest ~han th~n of other 

! s ~ udy penod, wh:lch Ind:l?ateis that 

consider better and efficie It than other banks as rega~a~ to uses of fU~d cOll~cted from 
I . 

various sources. 

I I 

I 

I 

I 
I 
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I Figure: 4.8 

Comp Ir:~tive Net Profit to Total Ar~ets Ratio 
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4.4.2 Interest Income to 'oltal Credit and Advances I 

One of the major sources 0' the operating funds and the j:1r6nt is the income rec~i~ed fl lom 
I 

the total credit and lending he more the lending mote lJ,i!I be the income fr0mi interest 

unless there is occurrence (If rny sort of bad debts. Th'e ra~i(,) acts as the major ind~ cato l of 

the mobilization of the fu rd~ in JVBs is interest income to loans and adva~cds. T~us. 

higher ratio is desirable for lCUlllllJercial banks. 

i 
Table: 4.9 II 

Comparativ I~terest Income to Total,C , )" it and Advances ' 

Fiscal year 
I I Ratio COlo) r ,I I 

NS~I SCBNL 1,,HBL 

2007/08 8.011 11.60 I 9.73 

2008/09 9.6! 1 13.80 I 9.18 9. 6 

2009/10 12.9;8 1 12.80 Ii I 10.81 1 ~6 
14.5;1 

I 
I 13.122010111 14.75 

2011112 14.67 I 13.14 i3.i81 
I 

Mean 13.52 I 11.20 

I 

Sources: Appendix IX 
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I 
 I I 
Based on above table 4.9, lowest ratios of NSBI, .scBl L, HB d EBL! arf 8.° 1,1

• I II11.60, 9.18 and 8.44 p n year 2007/08 respectively. Yhe a . ratIO lof NS ,I, 

SCBNL, HBL and EBL is I , 13.52, 11.20 and 11.32: reSPf ctively.1 e highdt average
I I , 

I 

ratio is l3.52 percent of S I and lowest ratio is 1 1.20 ercent <p f BL. 
. 

Tlhi s me~
I 
nsI 

can be regarded on m(l)re efficient of otHer ban~s. 

However, the ratios of all as a whole can be regarded as satis ry as yve Icannot 

put the standard limit to rati and higher ratio is desirable.I 

Figure: 4.9 

Comparative , rest Income to Total Credit and 
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Source: Table: 4.9 

The second objective OftJ ' . ~ f't:'· tl f 'd Idy IS lactors a lectmg ~lile un s, are qS 110M'S: 

4.5 Other Ratios 

4.5.1 Earning Per Shar~ 

The ratio of EPS shows t~e ing earned by each ¢bmmFn sharei bal ks ~t tre end of 

the year. There is no limit it. Higher and higher' EPS is desiriab for e~erY firm. It 
I 
I 

shows how efficiency tHe firm has managed anq utillzes the ds coJie~ted from 
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shareholders. It shows the trf e picture of the company grb t or death. It is I calqul~ted ~y 

dividing the profit left over tb the common shareholders; 

Talble: 4.10 

[I I . I. 

bpt , umber ofcolmmon stodks. 


,I 


Fiscal year II rj i Ratio (%~, I,; I 
I I 

NSBI I j SCBNL jl~BL EB(L , 

2007/08 
28.33 11 tl ' 

1~1.92 Ff"74 91.~2 
I I , 

2008109 36.18 [III 109.99 ., Ilff·9O 99.?9 
, I 

2009/10 23.69 I 
I 

77.65 I ~ 1 ·80 100 ~ 16! 
I 

2010/11 24.85 II 1/1 ~9.51 . I ;4f' 66 
i . 83.18 1 

, 

2011112 
22.

93 
1 :1 

72.6 
113f' 94 

. 88.55 1 

I . , , 

27.20 11 
111 · ll i 4~.21 

, 
92.p4Mean 92.33 

, 

S.D 4.86 'I ill ~4.51 . I 'lr·23 1 ' 6.$9 ' 
. , I . 

C.V 17.87 j '/ I ~6.54 
. I12r·37 

I I 7.j 1 

. I I I . , , 

,
Source: Annual Reports of Respective BC1.nk 

I 

The table 4.10 shows that ~Lll1g per sh~re (EPS) of f"1' JOint venture panks oyerj the live 
.. 

years starting from 2007/9f lo 20 II! 12. The highest rat~I0 f N S B" SCBNL, ~BL ~nd 

EBL were 36.18, 131.92, 12174 and 10@.16 percent in I~:i 2009, 20@8, ~OO~ apd 20 10 


respect i ve Iy. And lowest rafi J0 f these blInks was 22.93 ,16f .5 I , 3 I .80 a(ld 83.1 ~ ptrce~ in 


year 2012, 2011, 2012 andl2:0l1 respecnively. The avef~~e ratio ofiNSBI, SCJ!3NL, BBL 


and EBL are 27.20, 92.33, ~1 8.2l and 92.74 respectively. T : highest average ratio lis 92.74 


of EBL. The Cy · of EBl! is lesser than that of othe l'banks. It can btf repar~ed that
I I 
 I I q> 


shareholder funds of EBL ! ere mobilizep very well. . 
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The entire of the perfo 

price per share. Higher 

and vice versa. It determ' 

shareholders wealth. 

FiscaJ year 

2007108 

2008/09 

2009/10 

2010/11 

2011112 

Mean 

Source: Annual reports 0 I 

II 

Figure: 4.10 

rative Earning Per Sh 

I 
i ~fl/SBI 

: " ~CBNL 
I 

! ~ ~BL 
I 

:ti EBL 
I 

I 
fiscal Year 

re (MPS) 
I , 

I J ! commol1l stock in t~e Imadtet. 

management, effici 1 II~ dS mobiliz,atior an;d fll oVher 

ization) are rdlected in itht manket 

price reflects better inn . . I@f organization lin p~b i ic mind 

e survival of death of e (i)r~anization. It is ials¢ kllowl1l as 

I 
, I 

Table: 4.11 

SCBNL 

6830 1980 

6010 1760 

3279 
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1799 653 

3943.6 

pective Bank 
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Source: Table: 4.10 

4.5.2 Market Value Per 

Market value per share is t 



The table no 4.11 depicted 'just above types the valuel ' ,er Share CJlradilng Price) of fo;ur 

joint venture banks for five I~ e~rs . The average market .1,aIJe per share of NSBl, SCBNIL, 
. . ' I j . . 

HBL and EBL are Rs 1070, 3143.6, 1156.8 and 1868.~ T SPfctively for five ye~rs period. 

The highest MVPS is Rs 3943.6 of SCBNL. The MV I 9~ JVs are in fluctuat~ ng trend. 

We can thus regard that th1b berception of SCBNL i ~ 
1 

Jer~brmance and management is 

better in the public mind thJh that of other banks. , 

Figure: 4.11 

Comp~ rative Market Value Perl,:. arl~ (MPS) . 
I I . 
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4.5.3 

It is also one of the g00d indicators of performan . , (~fficient ;mobilizatiq)n of funds 

collected) of the joint vJhtm<e banks. It indicates t~ : 1'fber of times the learning are 

turnover with respect to Irice in the market. High¢ n!ti" I desirabk since' increase in 

earnings is associated with t 1 e increase (growth) in s~ Gk IP ~ ice. 
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I 

Table: 4.12 

Comparatii\'e Price Earning Ratio ., 
I I 

II Ratio (% r I 

Fiscal year 
II i E '~8LNSBI SCBNL HBL 

, 

53.34 5l.77 34;;1 12007/08 I , 3l.56 II 
I ' 2kj., 5554.64 28.4352.522008/09 I I 1 

31.28 42.23 25.662009/10 16!.27I 
22.73 25.90 12.882010/11 /31.15 

24.78 16.3527.692011112 r:.67 

Mean 22.97 ~.1 539.8637.51 
I I 

Source: Annual Reports of Ba~k 
I 

The table No 4.12 shows that the pri8e-earning ratio Q fQur joint yenturebar ks over the 

five years period. The higheSt price earning ratio of N t-p'~ , SCBNL H~L 'an ~ iERL were 

53.34, 54.64, 31.56 and 34.11 percent respectively. TI average pnice' ear:nin~ ratios are 

37.51, 39.86, 22.97 and 19'15 perc~nt respectively. ' he highest ,avejage ra i!o is 39.86 

percent ofSCBNL and low,est ratio is 19.95 ofEBL. 

Though the average ratio JSCBNL is higher th.I other banks, 

I 

It 

I 
qnr 01 said that 

performance of SCBNL is stwnger tin an other banks lb 'cause the growth r*te Of price land 
stock of other banks are higHer than that of SCBNL. !t1 general we,' can cdnc qde that the 

performance of these banks are however good over the ) ears. 
'

II Figure: 4.12 

Compa:rative Price Earning Ra [) (P/E Ratio) 
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, I 
4.6 Analysis of Sources and use of Fund 

Id I .This method enlightens on the L uree of the bank gives r 

I 

i(Drity for its fu~ I Ing re Ullrement 

andpenetrate where that funds t ollectecl are being used. I 
I) 

4.6.1 Analysis of Sources and Uses of Funds of NSBI j 
I 

I" I Table: 4.13 j I I 
I I 

ISource and Uses of Funds 0 I NSBI 'III I I 

I I Fiscal Year f'll II' II 
~ Ii Mean 

Particulars !I , 
2007/0;8 20Q8/09 2009110 I 2'010111 r 20111112 (%) 

, I II I 

I S(i)Urces of Fund II I ./'II I 

Capital 5.82 6.58 7.11 I j 6.80 6.66 6.59 
, 

, 
I 

Deposit 46.3 j~ 91.47 90.78 II r /91.13 fJ l.12 Iii 
82.16 

Borrowing 46.3 ~ - - I - I ­ II 9.26 , 
I 

Bills Payable 0.241 0.21 0.19 0.17 I 
I 

/i 

0.19!r.BI 

Other 0.48) 6.70 0.90 0.90 j 1 ~ ·26 Ii 
0.85 

P/L Account 0.81 1.04 1.02 1.00 I 1°·28 :0.94 · 

Total 1O~1 100 100 100 I 11 
100 ·100 . 

I 

j 1Jse of Fund I 
1/:,II 

Liquid fund 7.~~ 3.63 8.46 10~07 I 1/ 
9 

. 
09 

. 

, 
7.731 

I 
Investment 16.9;4 4'0.96 40.06 39.04 I 140 . 39 

II 
35.49 

Share & Others )1,' 3.77 4.57 1 4.34 I 1/ 3.89 i 

II 
4.28­4.8j~ 

Loan & Advance I 46.65 42.95 i 44.11 , 
1143.16 II 48.6~66. ~5 I 

Bills Pu rchase 2.43 2.59 1.81 
: 

0.15 I 0040 III 
lAS 

I i 
Fixed Assets @' 1~6 0.78 1.05 0.86 I 1.18 

1/1 

1.03 
I 

Other Assets 1.19 0.98 0.99 1.07 
1 r 

1/ 1.74 1/1 

, 
. 1.19 

Return Off 0.16 0.61 0.14 II 0.37 1 0.15 
iii 

0.13 
I 

Non-Banking 
III I 

, 

,II0.01 , 
I 

0.01 
Assets I Ii 

i 

II 
Total 1 100 100 100 100 , I 100 

1/1 
10@ 

Source: Banking and Financiarl Statistic See in Appendix:!k JI 
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I 
From above ana~ysis table no 4.. 13 ~otal source of fund of N-ISBI cOllilpos'ed of capital fU0d, 
deposit, borrowIng, bills pay~ble, 9ther liabilities and PI I . 'account. A verag~ ~ercent~ge 
covered by thes~ components ~ s 6.5?, ~2.16, 9.26, 0.19, 0 .. ~ 5 and 0.9 4 r1spectlv~ ly. Outlof 
total sources ofl funps, deposits .copt~lbuted more fun.: di If 82 ..16 perGe~t. !Hlese ab~ve1 
sources of fundp are used fo dlff~rent purpose. NSB !it s maIntamed ilquld ll fund 7.:73 
percent out of total source. It lTI?kes average investment advance of 35.4? perc~nt. 
Si~ilarly, .it proride~ loans and a~~a~ces ~f 48.66 peroen for its customer to ,4ulfill t~eir 
dady reqUirememts A\ remarkable Increase In used of f\!llnd of share and other I ~vestment 
Likewise other l as~ets, fixed asset$, share and other imy,estment, bid ~ purch~sed. n0n­
banking assets and return off c9vers 4.28, 48.66, 1.48) 1.03, 1.19. 0.13 and O~O I 
respectively. II Ir I I I I' 

4.6.2 Analysis l of~ ources and USf s oft Funds of SCB~i. II 

I I! ,: / II I
I" Table: 4.14 I 

Particulars 

Capital 

Deposit 

Borrowing 

Bills Payabl~ 
Other I 

P/L Accoun~ 
I

Total , 

Liquid fundi 

Investment l 

Share & Oth~rs 
Loan & I 
Advance 

Bills Purcha~e 
Fixed Asset~, 
Other Assets 

I 

Return Of~ 
Non Bankin~ 

Assets , 

Total 

Source a'nd Uses of Funds of~lrNL 

I I I Fiscal Year I II I 

2007/08 2008/09 2009/10 2019111 

ISources of Fund 
, . 
I , 

4.18 7.83 8.68 , 

46.87 ~6.73 86.46 ~5.81 
46.87 0.74 0 , 9.79 

o 0.18 0.22 
I 

p.15 
0.79 iUH 1.97 

I I ~.b6 
1.29 2.52 2.67

'. 
100 , /100 100 100 

Use of Fund 
II I 

6.29 r.S8 4.77 

42.63 . 50 . .83 49.04, I 10.66 

1.90 ~.SI 3.97 
I , 13:79 

42.07 $4.36 39.43 

2.34 10.76 0.65 I 12.92 

0.36 10.34 0.29 

4.14 i2,,06 1.71 I!r 1.79 

0.28 ,0.25 0.14 10.16 
I 

o o 

100 
1 

100 100 I ~OO 

Source: Bankinr an, Financial Statislic See in ~tendix: TIii 

Ii 
'[ Mean 

III (%) 

1"11 I 

I 

10116 7.90 
.\ 

851.04 78.18., 
I 9.68 

,0.120 0.15 

1.184 II 1.74
'I, 

,I 2.35 

100 100 
I 

III 

15.06 8.20 

30.61 42.75 ' 

4[38 3.51 
I 

I 46.31 I 41.11 

1.61 1.66 

0.29 

11.37 2.22 
I 

~.45 0.26 

I' 0 o 

100 

I 



II I 

I: 

Fromabove anal~sis table no 4.14 contribution of capit ; I fund in total source is 7.90 
percent. Likewi~e deposit oontribl.ltiion more funds out f ptal sources of funds 

l i.~. 78.:18 
percent. Similarly, norrowing, bill~ payable, other lia ; ili ~ ies and IL accoun 1 a~e 9.658, 
0.15, 1.74 and 2.35 respectively. Gu~ of total sources bi Is payab e and othe~ li*bilit1es 
contribute less t1an 2 percent deposit it is the only one r lii le sourer of fund otlsdBNli.. 

The above fund~ aJ used for, different purpose. SCBl'ilL nainlained liquiOl ful d lof 8,20 
percent. It ma~es average i vest~ent of 42.75 per e t. Similarly it mak9s hver~ge 
investment on sr~re and other is 3;5 perc~nt. ~ikewise i I ~rovides l loa.n and a1v~nces : of 
41.11 percent fqr Its customer to fulfill theIr dady cash eqUlrements. Bills purc~as;e, fi)}ed 
assets, other ass~ts and retl'lm off covers 1.66, 0.29, 2.22 dnd 0.26 percent respectIvely!. It ' 
uses more fundsl for investment. I I 

~ ~!4.6.3 Analysis pf Sources an~ Uses 'ofWunds of HBL I IIi 
III TabJe:4.1S I 
S(lUrc+nd Uses of Funds 1f1 IBL 

1·1 

I 

I I 
I II I I Fiscal Year il I I I! 

I 'I! Mean ' 
Particulars 2007/08 20;08/09 2009110 I, 20,10/11 I 2011112 i (iO/o) • 

III1 I is(!)urces of Fund I I II: , 

Capital , 8.94 9.58 9.74 9.92 9.153 III ~.55i I 

Deposit I 87.46 86.41 86.83 ~6.l3 86.07 I 8~.57 . 
Borrowing i 0.23 I 0 0 p.02 0 

'II 
q.05 

Bills Pay a bl~ 0.28 ,b.08 0.5 p.07 0:58 I q.30
! 

Other 
1 1.35 ~.O5 1.76 11.98 2:09 t.85 ' 

I 
I 

PIL Accoun~ 1.75 1.88 1.17 [1.88 1.73 1[' 1.68 
I 

Total 100 100 100 I 1 
100 1100 !I: 100 

I I I 
, 

Use of Fund 

Liquid fun~ 10.63 
, I 

3.84 7.67 8.28 5.82 ,I V· 25 , 
, 

Investmenti 35.34 21.92 18.09 ~ 7.22 16).76 I 21.87 
I 

Share & OthJrs , 2.68 10AO 4.82 14.71 ~ .61 , II 3.34 
! I I 

Loan & I ; , 
/1 

i, 

53.45 ' ~4.21 62.38 r4 . 75 60.09 ~0.98;
Advance 1 

, 
! I 

I 

Bills Purchase 0.81 1.38 1.86 11.77 .92 III 11.55I 

Fixed Asset~ 1.92 12.40 2.27 I 2.33 i· 18 II 
112.22 · 
I , 

Other Asse~s 1.68 11.59 2.26 1 
2.97 2.40 r 12.18 

I 

0.38 0.57 0.42 ) .4 Ij II, 
I 

0.61Return orf I 0.25 , 

Non Bankidg 0.03 
1 
0 . 06 0 I 0 o I /1 0.02

Assets I I 1 

Total I 100 1 lOO 100 J 100 ~OO I, 100 ,I 
I III ~ 

I· Ii dF' J.IS' . S . A Jd· 1XI 

: 

Sources: Banl~Ing an mancla :tatlstlc ee In ppEirt IX: 

1',[1 
7l 

I 
I 

I 
I 

, 

I 



I I 
I 

II 

From above corripamtive table 4.15, a source of fund of HBH is composed of ca~ ital fund, 
Depo.sit, .borrow!in~, bi~ls payable, o~her liabilities a~ '~ Jl>~It acco~ ' t.. In . whi~r iver~ge 
contributIOn of qapItal IS 9.55 perc~nt of total Source of fu d. DeAf-sIts contrllliute 86.]57 
percent. Sil11ilar\y, bprrowing, bills Ipayable, other liabi ities and P ~ account d~n rribufes 
0.05, 0.30, 1.85a~d 1.68 (percent respectively. fheSe sources cover re~y I~w 
percentage.HBLi usd its total funds l for different purpo 'e. t Il11ainta tfS liquid fupd lof 7.:25 

l 
percent in average f0r the fulfillment of daily cash requirelnent of t e banks. Sill11illarly, it 

, I ' I ijl I 
uses fund to malte a erage ~nvestmert of 21.87 .perc.ent, out of total use of fund. ~t ~;rovi?es 
loan and advanc:es [<Dr publlc nd o~her enterprises 111 ave ,age of 60!. 8 percen t.lII LI~ewl~e , 
average percentage covered ~y sh~re and other invesdTICl t bills WlJIrchase, fi i ed! ass~ts, 
other assets and I~etu jn off are 21.8 l I.55, 2.22, 2.18 and .61 respeldtive,ly. 

I4.6.4 Analysis C])f Sources and Uses of 'Funds of EBL 

1 

I 

Table: 4.16 
I III 

I 

S~' urce and Uses of Funds of EPrL I 
. . ,II. I II I 

I 

Particular~ 1r-___" -TI'__~!----~F-is-c-a-lY--ea~r~" ~+_--~II ----~ !1:Mfan 
2007/0811 2008,/09 2009/1 0 20~ 0/11 a Oll/12 III (°(0)i 

ISources of Fund I II I 

Capital i 
IDeposit I 

Borrowing 
i 

Bills Payab(e . 

Other i 
P/L Accourit 

I 

Total 

Liquid fun~ . 

Share & Ot~ers 
Loan & Adv~nce 

I 

Bills Purch~se 
Fixed Asse~s 
Other Ass~ts 

I 

Return Off , 

Non Bankihg 
Assets I 

8.53 

87.04 

o 
0.18 

2.62 

1.64 

100 

9.48 

17.97 

2.95 

66.91 

o 
1.28 

1.34 I 
0.07 

7.21 7.73 1 ~1 . V 1 
88.85 87.65 81'1';96 
0.83 
I 

@.40
I 

0.35 II Q. ~ 1 
1.34 

1.70 1.97 

100 100 

Use of Fund 

1!5.96 18.07 

15.40 11.58,. 

12.67 2.96 
I 

63.37 65.08 I 05.07 
i t;\
I W, ' 

o 
11.11 1.07 . 

1.27 1.24 ,/ /1175 

10.22 I 1°112 

I 
Total : 100 100 100 11 100 

I , 

Source: banki~g anil Financi~l Statistic See in Appen4ix: l ~ 
II 

72 II 
j 

I 

-
7.99 

87.33 
11 
81-77 

I 0 [I Oj56 

1 
1.21 II 0 ~ 45 
1.57 / 1155 I 

1.90 
11 

1184 

II 100 11 1ioo 
II 
11 17.85 

1 13.54 

I 2.40 I 2.92 
, I 

6}07 

II 0 
II 0.94 ~I ~.07 
/ 1.94 

II 0.26 II ~.13 

II 100 I III ,00 

I 
I 

II I 1 



4.7 

IIII 

From above ta~le no 4. 16analYS.is, .al\(lerage con.tributio~ oft capital fu d i~ total ' o~rces 'of 

funds of ~~L IS 7.83 perce~t. SllTIiI.alily, depOSit occup ~.¢s . ~ ..77, bor OWIng JOCC Ipl.es O.~6 

an,d remaining .fU,ndS occu:les by b ~ I ' I S payable, other hablh le~ and Pit ac¢ou ItIt can be 

said that depOSit IS t, e mam source prfunds. These col leo ed source ot fur1 a1Fused for 

different purpose. EElL has maintained average liquid fu ,~ of 14.7 
l pe,ce~ t, t t pf tOlal 

uses of fund it makeL verage inves1+~nt of 14.88 perdem ave~ge 4.~~ pr ce IIt ~nds ,as 

loan and advances t~ ItS customer. Sll1lJlarly, It uses Its fUd 10 mves In share, fljXef ass:ets, 

other assets and ret rn off out of t(j>lbl use of funds. EBU uses more fi nd 1fO"iprpvldlng 

loan and advances, " I 
. I 

ComlPara ive Anal sis of Sources of Fund i 

I ' 
Based on percentag of different spurces of funds th~ t e bank d pends ,to rnance, Ithe 

average sources of funds of D wr ,'oint venture banks ar , c !mpared i tl1le tabile 4 171, . I ' I ' 

Table: 4.17 " I I 

Particulars 
1 EBL 

/
II ! 

Capital fund 6.59 7.90 I 1.83 

Deposits I~U.16 78.18 
i

/8Y.77 ' 
Borrowing 9.26 

11 
.9.68 I d.56 

, I 

Bills Payable 0.1 911 0.15 
III Q.45 

Other Liabilities 0.851 I 1.74 

P/L Account 0.941I 2.35 Ii t·84 , 

Source: Table 4.13 ,4.14,4.15 and 1 ,.l6 I 
Above comparative table M 4.171sh~ws that, the a+ rage capital fund of HdL is highe"

l
than other banks i.£9.55 peroen! d1uk ng the study perlod NlSBl has lowesl co~ tri'buti~n of 

l
capital fund for to al source among four banks. Contl ibd ion of bo owind to f tal sOlirce, 

offunds of SCBNL is higher thaJ other banks i.e 9. 8 ~ercent antl NSB I ha~ 9 26 ""here
1

as HBL and EBL fuave similar prdJortion of borrowihg. DepQsit p oportion off EBL s~em~ 
to be higher than other balillks. A!v~rage contribution of Bills pa able to ltot :11 sources of 
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I 

.r I ' IIIIII' , II1I
II 

II' 

fund of all banks is similar. Alvera \~ contribution of l th · liabiJitir to total 10urces ;of 

fund of HBL has highest one amor ~ four banks. Similar! , average proportion' made by 

profit and loss accoumt of SCBlNL is H:ighest. I I 

4.8 Comparative Analysis of U, l of Fund i ; 
Banking uses funds on various seb"ors to yield retuf~. ne averi ge 'uses o ' funds of 

concerned banks on various sectors ~)e shown in the foj 0\ ing comp ~ratt ye !abl I,. 

I Table: 4.18 I I I1II I 

Compa rath e Average Uses of Funds of NSBl , I CBNL, HBLiand EJ L 
I I, I II : 

I I I 
Particulars 

SCBNL I III .HB~ I IIEijLNSBI 

Liquid fund 7.7 I 8.20 I I) 7.2f I I I ~ 4 ~ 79 I 

1----I-nv-e-s-tm-e-n-t--li----+-----, 3-s-.4-+~+il, -. -+--4­2.-7-5f I)) -21.817 jl~ 4 j 88 

Share & Others 

Loan & Advan e 

1.4f ;1 1.66 I I l.sr I I 
, 0 
I ! 

Bills Pu rchase 

Fixed Assets LOt i 0.29 I 2.2~ I, 

Other Assets 1.1 2.22 II I 2.1~ I i , 1.:51 

r 0.113,1
I . 0.26 II I L 0.611 I j ,II 0.!13Return Orf 

Non Banking As ets 
I

0.0 I o 11.1 0.02 I I!I' 0 
'I . IIi I, I il 

Source: Table 4.13,;41 14.4. 15 rnct ' U6 I ! I 

From the above table no 4.18 r naly s s; it can say that fiB has main/ained ~igh !liquid 

funds than other ba ks i.e14.'Y'9 . Along four other bam sl SCBNL nas l ood investment in 

different sectors. Sr ilariY. investl ., nt on share and of he ' sector Of r skI s~em~ tID be 

higher than other b nks. Averk e l ~an and advance PT vi kd by EBL i hi~her llhan other 

banks. i.e 64.70 pel cent whidfu has ~higher risk ofinsbl) r CY. An + erl ge use bffundfor 

bills purchase of SOCBNL IS hIgher lman other banks. SCB'i..TL uses l<Dwest sourobs of fuhd' . I I' , ~ ~ ! ' J. , : 
under fixed assets I e 0.29 percent NiSBI has lowest allo~1 tlOn of fund nder otmer assets 

i.e 1.19 percent. AI banks have no ~l inaJ percent of eXRe~ bswritte) otT. 
I 

jl Ii 
I! I'
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4.9 Correlation Analysis 

4.9.1 Analysis of 

Advances 

The relationship be ween 

and advance is depemdentvariable (y1 

Correlation Coeflficie • dvance' 

Banks 

NSBI 

SCBNL 

HBL 

EBL 0.~996 1 

Source: Appendix: XII 

Above analysis s~ows that the f0efficient . '0D between deRosi ~1 Ipan andof corr~la 1 

II 

deposit, II, an and advance I 
presented in the following table no 4;.19. Here deposit is I 

I Table: 4.19 

! 

~--~~~_--~~~I I ~_I -
III 111 6p.e. 

0.9845 

0.9939 _ I 0.9878 

0.9976 I 0.9953 11 0.Q084 

0.9993 ii' o.po 11 

~I 
, I I , I 

advances of NSBI SCBNL, HB - and EBL are 0.99 2, 0.9939. ([).99r 7' nq 0.9996 

respectively. That means in cr se 11; NSBI 99.22 percont m loan at ~dvalq~l d~Cision is 

dependent upon de oSltand l78 IIQ'fn and advance up.o - , ther varrbles. rmll ar~y, 99.39 , 

percent, 99.76 peraent and 99.96 I rcent of SCBNL, t -Land Er L loan ai d ~dvances : 

dec i s ion are depen clu p on de,p'osi t IhdO.61 percent, 0.2 4 ~rcen t an~ p. 04 t erJ n( dec is ion 

are explained by 0 her variables. Acase of NSB1, S '8 IL, HBL anill EllL ,~ . is gn,a!er 

than 6 tllnes· P E . \M .ICh mea S the -{t IS slgnl Icant "fi reI' S Ip bet " - d I .1 , d I oans: - I . IQ h' eem e OSlts am 

and advances. 

I I 

4.10 Analysis of he Primry I.t. 
Analysis of credit ractices nrcvi ,1 the knowledge Obi t the finapcial condi \Oll in terms 

of credit and creditl efficiencJ of s }ected banks. In this e~tion, resbrcher trie~ tq focl!ls on 
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III · 

the importance areas of credi t polj '1 . The researcher 

analyze the meaning and importanc I: f credit compone I 

In order to find out .arious op~ nio If existing employ,ee of the sample banks regardihg 

their fund mobilization, twent~ we lient employee (s l, ,Joyee fri m each ban~) w ire 

approached randoml and askeh to 'I' up the questionn ir as menti ned in the annex out 

of them, all employee are cony:! ced tID fill up and provid liiesponse. I 

Likewise, to find out variOUS .~ obi I',of credit custon+r~ in the sar Pie banks 4$ cre~ it 
customers (10 from each bank ; we ~ ' approached random] Iand aSki d ~o fill up str~ctur~d 
questlOnnaJre as memtloned annex. , II of them were 0 ,v\nced t fl I 'ulD and provlide 

I . I . I . I . ' 

response. The study related on l fun 10w analysIs for ttl etad and effective analysIs lof 

the topic the primary data are s~arch , #and analyzed bel 

4.10.1 Interpretaiion of q uestlonn It. s Response giv 

Yes No 

(%) 

. 45 

10 

85 15 

70 30 

76 

I 
Totall 

1(%) 

100 I 

100 

100 

100 

100 

I 
100 

100 



IIIII ilIII I 
I 

I!
II 

I l IJ I 
analysis. II lill I : II U Ii][[ il 

Taking sufficient co lateral is tHe ba~~s for granting loan Iie~d . 
, I I I , I 

This bank has the system ofperiodic ~aluatiorj of the il ill ;1 
111 

collateral. II II \ , "II r 

Does your bank makie provision for kmn loss as per NRB IIi II 
I 

directive? .I ' I I 
Are you satisfied Wi V1 the banl~l s creW"t policY' and practi o~~Jl 

Is all the collected ftlnds are mobiliiz ill ? , I 
' ~ I 1 

The banks can provi~e loan to all cu t'amers who want to l ~a ~ 61 

loan. I ' ,I I 
Interest rate on depo.f it is satis~fator 1.1, II I I 
Main factor of fund tn0bilizatidn is i~11~ erest ra;,te on loan. I 

, I ,I I 

Is fund mobilization is affected\by!U Weal cdnditlon? 1
' , II I . I II 

I...... 

I 

100 

20 

I 

100 

80 

80 

60 

75 

50 

Source: Survey of s I mPle banks 2113 I' liii, II 

I 

, 

, I. 
', 00 1 

'1 00 i 

-III 1
00 

20 'i 00 

20 

40 

60 

25 

50 
'1 00 , 
' 100 
I 

I I l 
Table No 4.21 sho '\IS the resp0nsj _Igiven by emplo\ ee' of four I ant s: ovh stnuctu ed 

questionnaire. AccoFding to till pril~ ~ry sur~ey , follow Jfg was attain ed. 

I i _ II II 
Ia. 55 percent s )rvey em~ 0 ye ' , of aII bank agree~ \, n that th ~re are 
PresenI crodi 


l
related proble ms during the Q) rking ~ime and 45 peL'cent surviey l mPloyee dlf bahks 

did not agree on that nllere e present credit rel aMdproblems during tile WOrk~ngI 

time. III I 1 I 

b. 

satisfactory apd 10 per1ent r~~ lied that it is not sad factory. II 

ISby the 

c. Similarly, 8' percent sal1I1 plJemplo~ees replied l13t both fuanks grant t~e e tire 
1 

credit to salT e sectors +&P,IJifiedatthe time o ~ policy fon 1"lation but 151 ~ercen 
I' , h . d" I . d . I + -d' h . I ofrep les t at entIre crelt IS .ot gran~e In same se tor as spec)1I~ In t e tIm , 

policy fonnu ation. 

d. Only 70 per ent resPoi dent " agreed with the b offker u ed to visit the
l 

site at the time of granting edit but 30 per.cent l ep. lJe~ not. I , 

e. 100 percent sample e I plo €es agreed WIth t e l ntlre bo ower need tdl 

detail proposal in the bank t 1: credit taking. 
, I 
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[ ' 
I I I I II 

f. 	 65 percent respondents, repjles that the relation 1 ith top ~uthori ~y SOll!leti1 es 

influences the loan decision r her than the credit ap raisal bu 35 perctent la~ d dges: ' 

not influence in loan decision "fcording to the re ati n with tor authorIty, I I ' 
g. 	 100 percent employee agreed '!'n that the past rec ,rd of bOITo\ er is anplyz d, bd ,re 

granting loan as weil l as lrstallment paym , ~ t ability re~ula) Incmine 

mechanism a the borrOr er t ,€I1s ured whtle gran ng 10a)1, "' I I 
h. 	 30 sample employees agreed t lth that the bank ' p 9vlde the loans to lar , e parltes 

wi thout much anal ys is lit 70 ,ercent did not agr s , I , , I ,I 

1. 	 100 percent liespondents ag eed that sufficIent coll~teral IS the bas Is, o~ want ng 

loan. I I I 

J. 	 20 percent employees of ianks said that baml(s systelJjl of !perioaic 

valuation of collateral bpt 8(1) ,Iercent mid not agre . I I 

k. 	 100 percent employees i f al banks said that bank makes provision f~r 10k loss as 

per NRB directives to 5 rvi for future loss, I I I I I 
I. 	 Although all the above rest se :re satisfactorJ', only, 80 s mpled :em4lQye,e i re 

satIsfied wltli the bankls cref~ po!Jcy and the r st i.e 20 pe cent ary not ~atlsfied 

because of availability of lo~ to large parties ' Iilmout muc a~alysis inh~ nce in 
i 

loan decisio by the relatio to top authority, 

I 

u Acient co lateral ~o the base of 

floating loan, higher service \ I arge e~c. 
I I ' 

that all the fundls are mobilirz:ed Ibut m. 

: I I 

n. 	 Only 60 pereent empl y e greed the bank is r yided the loan to all f4stomers 

80 percent f emp'loyees 

who want to take the loan fr IbtheIr banks but r m~ining are no, agri ' I " I 

o. 	 40 percent el ployee Is lsatls Led wIth, theIr mtere . t rate on demO,Slt an<ll re111l~mmg 60 

percent are not satiStie" , ' I " , I II ,I 
p. 	 75 percent employee aT agr f d the maIn factor Ffund ,mobiIzatlOnlIn Int~ est rate 

but 25 percent employ ees F,aid that interest , ,jIe is not a Iy the ~ac,r of " nd 

mobilization. I I ' .. I I . . I I 
q. 	 50 percent 0 employees at agreed the politICal condilion also af eetch t e t nd 

mobilization and rema'ining ' ,0 percent employe s are not a eef ' only the lpolinical 

condition are affected the f: !d mobilization. , I 
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, ' 

I 

. 100 

: 100 

I 100 

!	 111source:surveYO ' Samplebat 201 ~ ~ ,I'll 1 ',11 

P .. II '11 . , II 

a) Only 43.75 percent Qf tot S<:UTI~]( o ~ktOTIer s iq t t they ar,e up to dat~ With tHe 

bank's credi policies anJ r n~in ~n ,! sf ip '70'. : 
b) 70 percenl c~slomersll 0 I f 80 lee d· satisfied I ~I h )e ban~'sj inleresl rale. pnly )0 

. d " II i I I -I f.j I .percent cust;>mers sal , Iv. a~e lmo e IT , ss satls·re< ' . ' 

c) 	 73.75 perce t of the toti ) s ~mp)el custO\ITlers f J~M .ccived irlformalion of iepaying 

credil from he bank and r maining 2t :1eS r ercefl! ai 'No'. 

It, 
I J 

II 

. I I 

I 

4.10.2 Interpretafon of Qt est 0 nl)iin l,s ~I ~Iponse gi' ,ern Credit Customers of 

I~ I I II, Ibanks. 

11 
I I I 

Re:spon
I 

: ~~ b e ~@' l2~ I I' 

s g. IVttm b Credit! (JIU to ;~ers 
... I I! 

IJ 
No I 

Particu us 

(%) 

Do you have all k owledge pbdut lDa folk's llcr~dit :11 ~,J
I 41) ,5 

policy? " II I~I I 
56.25 

I 

Are you satisfied r ith the rate 0f te~est OJ c ~I dit !II ,:0 
charged by bank?1 II /1 II ,I 

70 

26.25 

Does any bank of Icer visit ~oJr ~ oject 'site a Vp e I i 

time of granting credit? I· .. ,: I il.lS 23.15 

Do you want to t~ ke further cn!d t frpm fhi ~ tJ tu<?1 ] .~6
I ." I , 

26.25 

Have you utilize he entire Gredit 0 the bl e · ~ctdr IIJ 
. . .1 . , I 7l V5 16.25 

Not 
Clear 

(%) 

15 

56.25 

10 
as specified at th i time oft~l ~g reqlt?1 i, I 
Are you satisfiedlwith the ~ant s rv; ,te : ii/ r ~ r--ht.....,flfH---- --·r:2 3 7-.5~+---

Total 

100 

100 

100 

d) 61.25 perCe[ 1 of Ihe sat~~ e I'.,uslot e~<said 'h'a l l~P I ank officer visited nleif proj f ' 

site al the lime 0 g amli~g ~"di . n.'5 ehe t SaId nb because Ith~re was 

representati e of the '! rddi ~al~ink I~ ro p. II I'~ 
e) 	 17.25 perc( nl cUSlot~er 0 I ~f ~o e ~OntlenlS sa ~ al Ihey 1/iould lake 4r9dil frim 

the same ~ank in t~e leJ ~+e. 2~ .2 ~ p.efC~nIl satd no anv the remaipi$g 56.Q5 

percent did not respond ccarily. I j I II

I 7~ I I: III 

I. II 
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II 



II 

.1 time I 
f) 73.75 percent of sample c 

'fi d . has spec I Ie t t e 


remaining 10 ercent d· d 10 resPohdl cl, rlJj. I I I 

g) 62.S percent f sample cf' mers bf t i e br d< s. 'N lh t they I ..e satisfle~ wlth the 


bank's servic1s and the . reIr aining ~e1ce /ag~ aid l.NO", I I 


4.11 Major Fin ings of the , t Jdy I II 


presented below: 

a) 

(i i) 

b) 

dep 

(ii) 

II I 



(iii) 

regarded that 1- i , Ii s utilized! 
'I I 	 J • ' I 

better ay than oth r t ree baIil<s, 

Avera e credit I n . ' dvancy.~ lito 

c) Findings from Lever~ge R tios. 

(i) The a~erag, de~J tf uity rado sr @i' than"S~ 1 has tlie lliigliest Il vl rage rl tio 

(i) 

(iiD 

(iii) 

I 1.1. success ul to mobIlf 

to other banks. 

l
than 0 her ba.nk

JVBs J,ave ,use 

(ii) 

banks, The ratlD,1 

' hare a d 	ptIng t e 

.. . : . 
Its wo~ 'Ing mnd as re It an auvance In c rrrp :an~on 

II III
r 

he., funds Gol\rected 'D [)m fixed 
' 	 II 

uotali: as et t, tio Slnl,~ws t at 
f I d' d IL I ; 

deposits in 

. I 
~ BlJ seelms 
I 'I 

txHa .eans.t~f lina,n.cial d'k orthis liJ".k is J IS'O ' i~h .. All th l 

' d' f P fitl iI' R , ! Id) Fm mgs ro;m ro I a I at1OS' I I 	 I 

l
", C Slve amount 0' debt.

I . 

s~o s that tr r fu,aoks ar~. ~Ighl , levered] We foIU 

i , I k' 'I I I 	 IIggr sSlve wpr mg capIta 0 ju:y, 

d that b· e 
l
 

r rha(i) 	 The average ratil of eturn on assets of SCBNl! is hig ",t er banks Ith 

mean SCf\NL 1m re sueeeisfl l ~O eara pro it on I ,tal wn lTJ fund rha 

other banks. 0 tHe' Iher haod, ~CBNL se ms Inare si b e in I ":fihg proT ' 

I 


dit(ii) 	 The average la J f tOlal iJ teT sl inoome I total rt1 ami.dl ~dvane9s of 

SCBl'lL is high i' t n other bl nJ<s, ISCBNt. is are sudeess 'u I to Jam inthe t 

than 	 ther banks, I I 

e) Findings from othe I kr- s. , I 
The ! verage rl~tq 1EPS of EBL is gr~ ~er tl an ot ,er banks' lt 

1 I I 	 ' 1 I I 
shareholder fund mobilized IVeI-)I1 wel l.. Sj I has lov,Iest ratt( 

1 I .' L' . 	 I ~ i . 
to other banks. C.V of BBL loS 10W~"F Lhan other anks . ~hls 

'~ ,. I . hUnItorm In ea I ers are, ' I 

The r verage IV[ P ' of SCEn 

MVWS with T . . d with brhl 

I 
I I 

reveals th t 

as com I ar d 

seems no e 

iS grea ,er tho other bankl·r ~I has 10 er 

~Ianks. It reJ 

bett r In the p.'Lt b IC tnd than.1 othe. lDal\k, 
I I . ,I I 

The average ,RlE fa! 10 of S!GBNL IS glieatcr 
' I . I I lid I h bt r tJI as compareow@st average	 to ot. an 's. IglLen ratIo IS ~slra e,I 	

' 

als th, 

1 I 

han o~ 
~ H' ~I \
 

;J CB \ ' erfonna~ce is 
. 

er banks and EB 
I J I. dt bl 

lFinding from Anall~si 0 Source~ and Uses. r uJ s.f) 

8'1 

I 

I 
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SUMMARY, C I , I1USIQ'N AN 

5.1 SumI mary I 

, , I 

Nepal is one of the least dey pe 'II and ~'oorest countr'eS n the wor d. The G0 

agriclliturdl secior in GD is ~ il ' i!IJhe~ than of any , ~ se~tor. 
percent 01 the pea · Ie sti 1\ de i 'etl lt~eir ear)1in~ rrOi !!t' ell Iture 

development of a I ation (Cam: 0 1' 1 bd imagined with tleve[opm 

1 I . I I . 1 I f ~ ' . 1 f ' banks p a1a VIta ro e In Ce e 0 illent i(i) ;r USlness' I ~Mes ' 0 a 

outside 0 the nation. Tlilus, e .' Iopmefilt Of, comIII <ti l l banks 
.I-It hie pnmf S<i>urce ) 

concerns, 

as the intemlediary 'of sho t 

in several problem from fu 

d : I h b'as state 1n teo JI . 

working 

er 

table and graphs, analyzed} th u 



This study also bo nded Oy n r ) 
and r~~oures are the coristr i 

p 
' 

quantities aspect 0 four JY1? .I . I 
not be gent rated in al1 cases amd 

r unreli~bi Iity of ti e 

lOCUS ij I ~ i·ten to he 

r efore It~ f $tudy 

Hecled 
l 
amq prpvi 

by the con ' erned onganizatio , 

data presentati~On the bi iS , dl anal,y,js Ithe .fin is. have. ef n presented on he 
l

calculated atio basis. From tile Ii Itty r atHj), IiqUi I ~ SltlOn of . L IS ~UI ewell t an 

other bankS. From the credit n , adwahce no Itotal d ·L ratio · IL has m~bilized its 

collected f poSit in credit a. d ,nJbe +ot~ than am t l nkS. BI : CBNb seems we ' k. 

Fro m the ered it and a d vance ' fi e d dposit Fatio. H. has utiI!, th e cJ, IIIoted: fu ds 

from fixe4 deposit than oth.l b i ratio al 1he JVfs have Ujd+~rO!1i debt eq 

excessive amount of debt. Fr 11 e totat d~~t total a Ise ratio bk are hl1g Iy l~ver d.I . . I I '!' . I 
From the return of asset<;:, SC ' 'has high,cor ratio tH&n so, SdBlNL is m re 

. t' I . II . , J ' 
successful ·0 earn total work m, na tHan <pther bank Jt\ nd air cCeSS r jl Qanks a d 

MYPs also greater than otHer I ,. ~I~o grea~e an ot, er bilnrs, 

5.2 Conclusion 

On the basis of dat 

I 
situation 0 immediate ~as~ , l1!d 

earning pro~t. SCB~L has ~ve : k G 

to other ba I ks SCB L is ITlO e $ 

have b~el presented 

en~ilfy t e 



III 

that EBL tilized . ass~ts ill r 

The total 

three bani s. The 'atios 

SCBNL c be re . 

percent of SCBNL It can b ; t d 

efficiently in SCB~L than ot r 

SCBNL th n othy banks T I 
three bank over fl'vle year. It I an 
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Questionnaires- II 

Questionnaires Given to the Customers of ................................... Bank Limited. 


Dear Respondents (Credit Customers), 

The following questions have been put forward to you for your independent views and opinion 

about the .................................... Bank Limited. 

The responses and views obtained from your side will kept confidential and will used for this 

study purpose only. Please be kind and provide the rational information based on their 

performances without hesitation. Thank you! 

(Researcher) 

A. Personal Profile: 

Name: ........................................... . 


Address: ....................................... .. 


B. 	 Questionnaires for Sample Survey. 

l. 	 Do you have all knowledge about bank's credit policies? 

a) Yes b) No 


2. 	 Are you satisfied with the rate of interest on credit charging by bank? 
a) Yes b) No 

3. 	 Have you received any received any notice before credit expiration date? 
a) Yes b) No 

4. 	 Does any bank officer visit your project site at the time of granting credit? 
a) Yes b) No 

5. 	 Have you utilize the entire credit to same sector as specified at time of taking 
credit? 

a) Yes b) No 


6. 	 Have you utilize the entire credit to same as specified at time of taking credit? 
a) Yes b) No 

7. 	 Are you satisfied with the bank services? 

a) Yes b) No 




- - - .~- .. ~ ---- , -- -.- .. - -- - -- - ._.. - - .. __ .... . --- - _I __ _ -- - ~ I-

Questionnaires- I 

Questionnaires Given to the Employee of ................................... Bank Limited. 

Dear Respondents (Employees), 

The following question have been put forward to you for your independent views and opinion 

about the ............. . ....... . .. . ........... Bank Limited. 

The responses and views obtained from your side will kept confidential and will used for this 

study purpose only . Please be kind and provide the rational information based on their 

performances without hesitation. Thank you. 

(Researcher) 

A. 	 Personal Profile: 

Name: 

Address: 

B. 	 Questionnaires for SampleSurvey. 

1. 	 Is there credit related problems in your bank? 

a) Yes b) No 


2. 	 Does the service charges taken by banks is satisfactory? 

a) Yes b) No 


3. 	 Have you granted the entire credit to same sector as specified at the time of policy 
formulation? 

a) Yes b) No 


4. 	 Does any bank officer visit the project site at the time of granting credit? 
a) Yes b) No 

5. 	 Borrowers need to submit the detail proposal in the bank. 

a) Yes b) No 




------ . . --'~-- --

6. 	 Does the relation to the top authority sometimes influences in loan decision rather 
than credit appraisal? 


a) Yes b) No 


7. 	 The past track record of the borrower is analyzed before floating loan. 
a) Yes b) No 

8. 	 The installment payment ability and regular income mechanism of the borrower 
is ensured while while granting credit. 

a) Yes b) No 


9. 	 This bank provides the loan to large parties without much analysis. 
a) Yes b) No 

10. 	 Taking sufficient collateral is the basis for floating loan here. 
a) Yes b) No 

11. 	 This bank has the system of periodic valuation of the collateral. 
a) Yes b) No 

12. Does your bank makeprovisionJorloal). loss? 
a) Yes ' ' ' b) No 

13. 	 Are you satisfied with the bank's credit policy? 

a) Yes; " , . ' , .. , ' . ,\; . b) No 

14. 	 All the collected funds are mobilized? 
a) Yesb) No 

15. The banks can provide 'loan to 'all customers who want to take loan from your 
bank? 

a) Yes b) , , No 


16. 	 Interest rate on deposit is satisfactory? 

a) Yes '" .' " b) No 

17. 	 Main factor of fund mobilization is interest rate on loan? 
a) Yes b) No 

18. 	 Political condition are affected the fund mobilization? 
a) Yes b) No 



Questionnaires- Il 

Questionnaires Given to the Customers of ................................... Bank Limited. 


Dear Respondents (Credit Customers), 

The following questions have been put forward to you for your independent views and opinion 

about the ......................... . .......... Bank Limited. 

The responses and views obtained from your side will kept confidential and will used for this 
study purpose only. Please be kind and provide the rational information based on their 
performances without hesitation. Thank you! 

(Researcher) 

A. 	 Personal Profile: 
. ; ~ ~ I ; • ~ 	 ~ ' , . 1 

Name: 	.............................:.~.'..: . .- ...~.~ ~ : :. -. 

. . 

Address: ........................................ . 


B. 	 Questionnaires for Sample Survey. 

I. 	 Do you have all knowledge about bank's credit policies? 

a) Yes b) No 


'. ". 
\" . . :'1. ' ," 

2. 	 Are you satisfied with the rite of interest on credit charging by bank? 
a) Yes . '.. : b) No 

3. 	 Have you received any received any notice before credit expiration dat.;'? 
a) Yes b) No 

4. 	 Does any bank officer visit your project site at the time of granting credit? 
a) Yes b) No 

5. 	 Have you utilize the entire credit to same sector as specified at time of taking 
credit? 

a) Yes b) No 


6. 	 Have you utilize the entire credit to same as specified at time of taking credit? 
a) Yes b) No 

7. 	 Are you satisfied with the bank services? 

a) Yes~) No 




- - - - - -

Annex: I 


Sample Calculation of Correlation Coefficient between Credit and Advance to Total Deposit of NSBI. 


y2X2Total Deposit (X) Credit and Advance (Y)Year XY 

146,741,-689,604,530 2008 13,715,394,960 12,1 13,698,428 166,144,158,366,35 1 188,112,058,908,793 

228,969,795,840,74815,131,747,944 423,041,618,269,564 781,606,194,524,4662009 27,957,220,794 

34,896,424,201 1,217,760,422,016,140 305,569,'565,162,757 2010 17,480,548,194 610,008,625,043,848 

1,799,069,829,826,530 456,496, 175,936,810 2011 42,415,443,294 21,365,771,129 906,238,653,754,682 

683,409,087,697,716 2012 53,337,264, 193 26,142,094,172 1,394,347,783,410,250 2,844,863,751,593,880 

1,821,186,314,242,5603,499,780,838,844,690 6,831,412,256,869,810Total 
-~-

We have, 

LXY 3,499,780,838,844,690
Correlation of Co-Efficient (r) 0.99222 

,/'L.X2 ,LY2 3;527,219,090,042,436 

Coefficient of Detenninate (r2) r-J 
0.99222 x 0.99222 = 0.9845 

0.6745 x l-r2 
6x P.E 0.0280

.J6 

Remaining Correlation Coefficient can be Calculated by following Similar. 
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Annex: I 


Sample Calculation of Correlation Coefficient between Credit and Advance to Total Deposit of NSBI. 


Year 

2008 

2009 

2010 . '. 

2011 ­

2012 ." ., 

Total 

We have, 

Total Deposit (X) 

13,715,394,960 

27,957,220,794 

34,896,424,20 I 

42,415,443,294 ' 

53 ,337,264,193 

Credit and Advance (Y) 

12, I 13,698,428 

15,131,747,944 

. 17,480,548,194 

21,365,771,129 ' 

26,142,094,172 ; 
, 

• " . 

XY 

166,144,158,366,351 

423,041,618,269,564 

610,008,625,043 ,848 

. 906,238,653,754,68i 

'· 1,394,347,783,410,250 

' 3,499,780,838,844,690 

X2 

188,112,058,908,793 

781,606,194,524,466 

1,217,760,422,016,140 

1,799,069,829,826,530 

2,844,863,751,593,880 

6,831,412,256,869,810 

Correlation of Co-Efficient (r) = , " ./D2L)'2 3,527,219,090,042,436 

r2 Coefficient of Detenninate (r2) 0.99222 x 0.99222 = 

0.6745 x l-r2 
6 x P.E 0.0280

"6 
Remaining Correlation Coefficient can be Calculated by following Similar. 

2:XY 3,499,780,838,844,690 

y2 

146,741,-689,604,530 

228,969,795,840,748 

305,569;565,162,757 

456,496,175,936,810 

683,409,087,697,716 

1,821,186,314,242,560 

I 

0.99222 

0.9845 

. J 
I 



Appendix: I 

A . Comparative Cash and Bank Balance to Total Deposit 


NSBI (Rs. In Million) 

2008 2009 2010 2011 2012 

Cash & Bank Balance J,342,960,326 I, J76,439,838 3,441,261,477 4,877 ,825,858 5,508,382,496 

Total deposit J3,715,394,960 27,957,220,794 - 34,896,424,20 I 42,415,443,294 53,337,264,193 

Ratio % 
--- ­ - - -

9.79% 
--- ­ - - - - - - -

4.21% 9.86% 11.50% 10.33% 

HBL 

2008 2009 ' -::' liHO 2011 2012 

Cash & Bank Balance -­ _ 1,448,142,890 
. , • J 

- 3;948,526,788 - , 3,866,490,684 
" 

2,964,65 I ,321 6,362,296,158 

Total deposit 3 1,842,789,356 
- - - -
34,682,306,863 

, . 
.. -. 37611 i02274 

.,' .' 'I 
40,920,627,030 47,730,993,909 

Ratio % 4.55% _. - 8.79% • " •• __ • w_ o ., 10.28% 7.24% 13.33% 
---­

EBL 

2008 2009 2010 2011 2012 

Cash & Bank Balance 2,667,971,830 6,164,37 1,163 7,818,8 I 5,003 6, I 22,862,952 10,363,306,307 

Total deposit 23,976,298,535 33,322,946,246 36,932,3 10,008 41,127,914,339 50,006, I 00,272 

Ratio % 11.13% 18.50% 21.17% 14.89% 
--­ - -

20.72% 

SCBNL 

2008 2009 2010 2011 2012 

·Cash 8l:- BankBalance 2,050,243,214 , 3,137-'63,535 1,929,306,520 2,975,795,278 6,366,233,069 

Total deposit 29,743,998,794 35,350~823,711 35,182,721,454 37,999,242,310 35,965,630,744 

Ratio % 
-

6.89% 
- - -

8.87% 
------ ­

5.48% 7.83% 17.70% 

Source: Annual Reports of Banks 



Appendix: II 

B . Comparative Cash and Bank Balance to Current Deposit Ratio 


NSBI (Rs. In Million) 

2008 2009 2010 2011 2012 

Cash and Bank Balance U42,960,326 1,176.439,838 3,441.261,477 4,877 ,825,858 5,508,382,496 

Current Deposit 1,738, I 0 1,35X 2.8(4)33 ,204 2,8() I,X77,958 4,259.415,722 3,777,858,754 

Ratio % 77.27% 41.07% 120.24% 114 .52% 145.81% 

HBL 

2008 2009 . 2010 2011 2012 

Cash and Bank Balance 3.04IU26.nx 
' ' ' .' 

1,44X.I.42.X90 3.SM.490.684 2.964,651,321 6.362.296, 158 

Current Deposit 4,784,2 16. 160 
. . 

\21 X.224.894 . 3;-745.624.493 3.694,249.426 4,584.2.:\3.497 

Ratio % '30.27% 
. " , . 

94 .73% 103.23% 80.25% I3lU9% 

EBL 

2010 :2008 2009 2011 2012 

." . 
2,667 ,97 unoCash and Bank Balance 6. 164.3 71.163 7:81 X.X 15.003 6, 122,862.952 10.363.306.307 

,' . 
2,492.346.1 1 I Current Deposit 4,859.946.758 4.173.319.653 4,791,202,774 6'()9X.254,263 

Ratio % 107.05% 126.84% IX7.35% 127.79% 169.94% 

SCBNL 

2008 2009 2010 20 II 2012 

Cash and Bank Balance 2.050.243 .214 3. 137.163.535 1.929..'\06,520 2.975,795,278 6.366.2]3.069 

Current Deposit 7, 174.560.842 5.752.096.762 9.763.15<1.975 11.545.604,070 I UI7.217,357 

Ratio % 2X .58% 54 .54% 19.76% 25 .77% 56.25% 
- - -

Source: Annual Reports of Banks 
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Appendix: III 

C . Comparative Credit and Advances to Total Deposit Ratio 

NSBI (Rs. In Million) 


Cash & Advances 

Total Deposit 

Ratio % 

2008 
12,113,698,428 
13,715,394,960 

88.32% 

2009 
15,131,747,944 

27,957,220,794 
54.12% 

2010 
17,480,548,194 

. 34,896,424,20 I 

50.09% 

2011 
21 ,365,771,129 
42,415,443,294 

50.37% 

2012 
26,142,094, 172 
53 ,337,264,193 

49.01% 

HBL 

. ' :."'" . ' . 2008 , .' I " 2009 : ~: ;, ,2010 2011 2012 

Cash & Advances ' , .' 20,179,613,169 . 24,793,155 ,269 27,980,628,760 31,566,976,755 34,965,433,862 
Total Deposit . ... 31,842,789,356 " ) 34,682,.306,863 !3.7,61 1,202,27 4 40,920,627,030 47,730,993,909 

Ratio % 63.37% ' , 71.49% 74,390/.0 77.14% 73.26% 

EBL 

. ; : ~1 ." .,' . ~ ~ i . '~::'. !201 0 20122008 2009 2011 

18,339,085,562 23 ,884,673,616 '· 27;556,356,032 31,057,691,462Cash & Advances 35,910,974,673 I 

. 23,976,298,535 -36,932,310,008 33,322,946,246 41,127,914,339Total Deposit 50,006, I 00,272 I 

76.49% 71.68% 74.61% 75.51%Ratio % 71.8 J!oj
-

SCBNL 


Cash & Advances 
Total Deposit 
Ratio % 

2008 
13,718,597,132 
29,743,998,794 

46. 12% 

2009 
13,679,756,990 
35,350,823,711 

38.70% 

2010 
15,956,955,268 
35,182,721,454 

45.35% 
-

2011 
18,427 ,270,491 
37,999,242,310 

48.49% 

2012 
19,575,968,330 
35,965,630,744 

54.43% 
Source: Annual Reports of Banks 



Appendix: IV 

D . Credit and Advance to Fixed Deposit Ratio 

NSBI 

Cash & Advance 
Fixed Deposit 
Ratio 0/0 

HBL 
.... . ' . 

Cash & Advance 
Fixed Deposit 
Ratio % 

-_._--_.­

2008 
12,113,698,428 

. 6,854,884,456 

1.77 

2009 
15,131,747,944 
17,434,404,928 

0.87 

.. . 2008 j .~ . 

20,179,6J3,169 

6,423,874, 106 • ' 
3.14 

2009 
24;793,155,269 

6,377,132,497•.. 

3.89 

2010 2011 
I7,480,548, 194 21,365,771,129 

' 22, J48,948,329 28,0 J3,550,392 

- 0.79 0.76 

2010 2011 
,;. 

27,98b,628,760 31,566,976,755 
. - , ': . 

I 1,328,635,821 J3,507,370,421 
. . 2.47 2,34 

-_ . . - ------- L ... _ 

(Rs. In Million) 
2012 

26,142,094,172 , 

36,208,650,059 ! 

0.721 4.91 

0.98 

2012 
34,965,433,862 
11,866,679,J20 

2.95 

2.96 

SCBNL 
..2008 2009 ,- ; 

2010 2011 2012 
Cash & Advance 13,718,597,132 13,679,756,990 15,956.955,268 18,427,270,491 19,575,968,330 

3,301.013,939 7, J01 ,697,629 9,175,070,477 10,136,244,465Fixed Deposit 4,661,260,883 

Ratio % 4.16 1.93 1.74 1.82 4.20 13.84 
-~----- - - _ . . ­

2.77 

EBL 
2008 2009 2010 2011 2012 

Cash & Advance 18,339.085,562 23,884,673,616 27,556.356,032 31,057,691,462 35,910,974,673 
6,446,181,289 7,049,978,230 10,440.278,594 15,061,938,201 13,007,478,505Fixed Deposit 

3.392.84 2.64 2.06 2.76 LUO 
Source: Annual Reports of Banks 2.74 
Ratio % 

I 

14.78 



Appendix: VII 

G . Comparative Total Debt to total Assets 


NSBI (Rs. In Million) 

2008 2009 2010 2011 2012 

Total Debt 15,772,80 I ,362 28,453,S32,354 35,597,125,395 43,208,940,825 54,862,248,857 

Total Assets 17, I X7,446, 174 30,166,439.549 38,047,679,465 46,088,233,975 58,059,707,720 

Ratio (%) 91.77% 94.32% 93.56% 93.75% 94.49% 467.90% 467.9 

93.58 

HBL 
2008 2009 2010 2011 2012 

Total Debt 33,662.'i40,035 37,6S0,2'i 1,2X6 39,277,919,483 42,740,72\61 1 49,732,417,749 

Total Assets 36,175 .. 531.637 39,330,1.l 1,823 42,717,124,613 46,736,203,8X4 54,364,427,8X2 

Ratio (%) 93()5% 95.73% 91.95% 91.4S% 91.48% 463.66% 463.66 

92.732 

EBL 
2008 2009 2010 2011 2012 

Total Debt 25,228.100.000 34,713,223.599 38,623.622.856 43,122,666,20(, 51 ,665,X26, I 70 

Total Assets 27,149,342,XX4 36,916,84X,6S4 41,382,760.711 46,236,212.262 55,X 13, 129,057 1 

Ratio (%) 92.92% 94.03% 93.33% 93.27'10 92.57%1 466.12% 466.12 

93.224 

SCBNL 
2008 2009 2010 2011 2012 

Total Debt 30,843.240.320 37,014,100,860 36,843.610.48() 40, I 32,742,6()() 37,554,883.400 

Total Assets 33,33).7RX,326 40,066,570,593 40.213.319,926 43,819,519,664 41,677,052,360 

Ratio (%) 92.52% 92.38% 91.62% 91.5')% 90.11% "5822% 458.22 

Source Annual Reports or Hanks 91.644 



Appendix: V 

E. Comparative Credit and Advance to Total Assets Ratio 

NSBI 

SCBNL 


(Rs. In Million) 

Cash & Advance 
Total Assets 
Ratio % 

HBL 

2008 
12. 113,

17,187,446, 174 

70.48% 

698,428 

2009 
15,131 ,747,944 

30, I 66,439,549 

50.16% 

2010 
17,48

38,04

0,5

7,6

' 

48, I 94 

79,465 

45 .94% 

EBL 

2012 
26, I 42 ,094, I 72 

58,059,707,720 

45.03% 257.97% 257.97 

51.594 

2008 2009 2010 
Cash & Advance 20.179.613,169 24 ,793,155,269 . 27.980,628,760 

Total Assets 36. i 75,531,637 39,330,131,82J ·42,717. 124.613 

Ratio % 55.78% .63.04% . h ;65.50% 

2011 
31.566,976,755 

4().736,203,884 

67.54% 

2012 
34,965,433,862 

54.364,427.882 

64.32% :; I6. 1S% 3 16. 18 

63.236 

2008 2009 2010 
Cash & Advance IlU39,085,562 23,884,673,616 27,556.356,032 

Total Assets 27,149,342,884 36;916,848,654 . 41.382.760.71 1 

Ratio % 67.55% 64.70% 66.59% 
-

2011 
31,057,691,462 

46,236.2 I 2.262 

--
67~ 

2012 
35,910.974,673 

55,8 I 3, 129,057 

64.34%! 
---

33(U5'Yo 330.35 

66.07 

2008 2009 2010 
Casb & Advance 13,718,597. 132 1:>.679,756,990 15.956,955,268 

Total Assets 33.335,788,326 40.066,570,593 40.213.319,926 

2011 
18.427.270,49 I 

43.819.519,664 

2012 
19.575.968,330 

41.677,052,360 

Ratio % 4 I. I 5% 34.14% 39.68% 42 .05% 46.97%Sour~c: Annual Reports of Banks 204 .0()"". 20440.8 

2011 
21,365,77 1, 129 

46,088,233,975 

46.36% 



Appendix: VI 

F . Comparative Total Debt to Net Worth Ratio 


NSBI (Rs. In Million) 


2008 2009 2010 2011 2012 I 

Total Debt 15,772,801,362 28,453,832,354 35,597,125,395 43,208,940,825 54,862,248,857 I 

Net Worth 1,404,264,1:11 1,702,571,354 2,440,863,070 2,869,602,150 3, 196,710,8631 

Ratio (%) 1123.21 % 1671.23% 1458.38% 150575~ 1716.21%1 
-

7474 .77% 7474.77 

1494 .954 

HBL 
. 2010 2008 2009 2011 2012 

. . ... . 33,662,540,m5 37,650,251,286 39,277,919,483 42,740,725 ,611Total Debt 49.732,417 ,749 

' ; ' ': Net Worth , 2,513,O04,24~ 3, 119,834,718 3,628,640,000 3,995,400,000 4,632 ,000,000 
, 

. , 1082.44% .. 1069.75%133().53% 1206.80% . Ratio (%) 1073.67% 5772.20% 5772.2 

1154.44 

EBL 

Total Debt 
Net Worth 
Ratio (%) 

2008 
25.228,100.000 

1,581,200,000 

1595.50'Vo 

2009 
34,713,223,599 

2,205,400,000 

1574.01% 

. 2010 
: , 38,623,622,856 

2,757 ,100,000 

1400.88% 

2011 
43 , 122,666,206 

2,\J53,500,OOO 

146005% 

2012 
51,665,826,170 

4,017,300,000 1 

128608%1 7316.53% 7316 .53 

1463 .306 

SCBNL 
2008 2009 2010 2011 2012 

Total Debt 30,843,240.320 37,014,100.860 36,843,610,480 40, 132,742,600 37,554,883,400 

Net Worth 2,492,54X,OOO 3,052,470,000 3,369,709,000 3,677 ,777,000 4, 122,169,000 

Ratio (%) 1237 .42'Vo 1212.60% 
-

1093.38% 
-

1091.22% 
-

911.05% 55~5.66% 5545.66 

Source: Annual RcpPrls llf Banks 1109. 132 

http:133().53


Appendix: VII 

G . Comparative Total Debt to total Assets 

NSBI (Rs. In Million) 

2008 2009 2010 2011 2012 
Total Debt t5,772,80 I ,362 28,453,832,354 35,597,125,395 43,208,940,825 54,862, 248,857 

Total Assets 17,18 7,446 , 174 30,166,439,549 38,047,679,465 46,088,233,975 58,059,707,720 

Ratio (%) 
-

9177~ 
'----­

94.32% 
--­

93.56% 93.75% 94.49% 467 .90% 467.9 

93.58 

HBL 
2008 .. 2009 . ,: . 2010 2011 2012 

Total Debt 33 ,(,()2.540,035 37,650,25 1,286 39,277,919,483 42,740,725,() II 49,732,417,749 I 

. Total Assets 36,175,531,637 39,3.10,131 .823 '. 42,717 .124 ,613 46,736,203,884 54,364.427.882 

. Ratio (%) 93.05% 95.73 % .9195% . 91.45% 91.48% 

EBL 

463 .66% 463.66 

92.732 

2008 2009 • ' "1 

.­ 2010 2011 2012 
Total Debt 25.228, 100,000 34,713,223,599 38,623 ,622,856 43,122,666,20() 51,665.826.170 

Total Assets 27.149,342.884 36,916,848,654, 41,382 ,760,711 46,236,212 ,2()1 55,813,129.057 

Ratio (%) 92 .92% 94.03% 93.33 % 93.27% 92.57% ~66 . 12% 466.12 

2008 2009 2010 2011 2012 
Total Debt 30,843.240,320 37,014,100,860 36,843.610,480 40,132,742,600 37,554,883.400 

Total Assets 33,335.788,326 40,066,570.593 40,213.319.926 43,819,519.664 41,677,052.360 

Ratio (%) 9252% 92.38% 9162% 91 .59% 90.11% 

SCBNL 

Source: Annual Rcport~ of Banks ~ 5~ . 22% 458 .2291.644 

93 .224 



Appendix: VIII 

1-1 • Comparative Net profit to Total Assets Ratio (Return On Assets) 

NSBl (Rs. In Million) 

2008 2009 2010 2011 2012 
Net Profit 247,770.758 316,373 ,495 391,742,119 464,564,999 480,105 ,493 

Total Assets 17,187,446. 174 30, 166,439,549 38,047,679,465 46,088.233,975 58,059,707.720 

Ratio (%) 1.44% 1.05% 1.03% 1.01% 0.83% 5,35% 5,35 

un 
HBL 

2008 2009 , 2010 2011 2012 
: Net Profit 635,868.519 7 52 ,ICl<1. 7:\5 :;08. 79X, 193 32.931.797 72 ,8n,92X 

, Total Assets 36,175.531.637 39,330.131.823 42.717,124,613 46,736,203,8X4 54,364 ,42H82 

,Ratio (%) 1,76% 
- ­

191% 'i 1.19% 0,07% O, I3'Yo 
I 

507% 5,07 

1014 

EBL 
: 2008 , 2009 2010 

Net Profit 451.220.000 638,7,\2,757 831 ,765,632 

, Total Assets 27,149.342,884 36,916.848,(,54 <1 UX2,760,71 I 

, Ratio (%) 1,66% 1,73% 2,01% 

2011 
931,3()3.628 

46,236.212,262 

2,01% 

2012 
1,090,564.222 

55,813.129,057 

I.95'Yo 9,37% 9,37 

1,87 

SCBNL 

2008 2009 2010 2011 2012 

Net Profit 818,921.008 1,025. 11 -1:1_;6 1085.87 1,694 1,119,171.286 1,168.967.497 

Total Assets 33.335,78IU26 40,066 ,) 7(U93 40,213,319,926 43,819,519_664 41,677,052.360, 

Ratio~%) 2.46% 2,56% 
-

2,70% 2.5)(~o 2,80%. 
- ­

13 ,07% 13,07 

Sour,,: : 1\1111l1al Reports of Banks 2,61 



---- --- -- - ---
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Appendix: IX 

I . Comparative Interest Income to Total Credit and Advance 

NSBI 
2008 2009 

1,460,445,686 Interest Income 970,512,681 

12,113,698,428 15, 131 ,747,944 Loan and Advance 
9.65P10Ratio (%) 8.01% 

HBL 
2008 2009 

. ! . ' 

.2,342,. 198,17'11,963,647,472 I nterest Income 
20, 179,613,169 25.510j 19,081Loan ' and Advance 

9.73% 9:18%Ratio (%) 

EBL­

SCBNL 

2008 2009 2010 2011 2012 

Interest Income 1,591,195,526 1,887,221,257 2,042.109,322 2,7 I 8,698.856 2,870,970.681 

Loan and Advance 13,718,597, 132 13,679,756,990 1\956,955,268 18,427,270,491 19,575,968.3.;() 

Ratio (%) 11.60% 13.80% 12.80% 14 .75% 14 .67% 

2010 
2,269,704,291 

17,480,548,194 

12.98% 

2010 
3. I 48,(l05, 196 

29,123,754.889 

10:81% 
-

(Rs. In Million) 

2011 2012 
3,0'19,907 ,735 3,769,483 ,069 

21,365.771 , 129 26,142 ,094 , 172 

14.42'Vo 59.58% 59.5814.5~ 

II. 92 

I2012 
024,887,323 : 

3\968,472,80 I I 

13.14 0/,,1 55.98% 55.98 

11.20 

2008 2009 2010 2011 2012 
Interest Income 1,548,660,000 2,186,814,992 3, I 02 .4:' I ,484 4,:n 1.026,087 4,959,9')8.41 :'i 

Loan and Advance 18,339,085,562 23,884,673,616 27,5 56,3 56,032 31,0~7,(l9I,462 3\910,974.673 

Ratio' (%) 8.44% 9. 16% 11 .26% 13.95% 13.81% 56.62% 56.62 

11.32 

Source: Annual Reports of Banks 

2011 
~ , 326.1~().588 

32,9611.270,298 

13.12% 

67.61% 67.6113.52 



Appendix: X 

NSBI 
2008 2009 2010 2011 2012 M~an 

Capital I 722,186,798 5.82% 2012,037,89) 058% 2,734,446,607 711% 3,163.395,582 680% 3899,143,363 6.66% 32.97% 32.97 6,59 

Deposit 13,715,395,000 46.31% 27,957,221,000 ()I 47% 34,896,424000 90.78% 42415,443 294 91 I.~% 53,337,264,19.1 91 12% 410.82% 410.82 82,16 

Borrowing 13,715,394,960 4631% 0.00% 0.00% UOO% 0.00% 46..11% 46.31 9,26 

Bills Payable 71515,000 024% 62947,000 0.21% 72,368,000 019% 80,685,337 017% 78616,2)7 0.13% 0.94% 0.94 0,19 

Other 142,581,889 0.48% 215,253.123 070% 345,252820 090%, 419,347,031 0.90% 738,200,038 126% 425% 4.2) 0,85 

P/L Account 247,771,000 0,84% 316,373,000 1.04% 391,742000 1.02% 464,564999 100'% 480,105,493 0.82% 4,71% 4.71 0,94 

Total 29,614,844,647 100.00% , 30,563,832,018 iOo.oo%, 38,440,233,427 IOO.OO-Yo, 46,543,436,243 100.00% 58,533,329,324 100.00% )00.00% 100,00 

Mcl4'O 

Liquid fund 1.342,%0.326 7,.'1% 1,176439,838 .1 63% 3,441.261477 8<16% 4,877,825,858 1007% 5 508 382.496 909% .\8.61% 38.61 7,72 

Investment 3,088,887,000 16.94% 13 286 182,000 40.96% 16,305,633000 :40.06% 18,911021,520 .\904% 24,4634>1,958 4039% 177.40% 177.4 35,48 

Share & Others 874,528,000 480% 1,224,339000 .377% 1 861,124,000 4 )7~'o 2,1 02,966,16~ -134% 2,355,7 .18,504 389% 2138% 21.38 4,28 

Loan & Advance 12,113,698,000 66.45% 15,131,748,000 4665% 17,480,545,000 1<129:'°(0 21,365771000 4-111% 26,142,094,000 4.l16% 24.\ 31% 243.31 48,66 

Bills Purchase 442,932,011 2-13% 840016006 2.)9% 735003,224 1 81°(0 71,725,854 () 15'% 243,788,723 040% 738% 7.38 1.48 

Fixed Assets 120,222,000 1066% 253,581000 0,78% 418,245,000 ! 1 I).~o,o 417,O03~000 () 86% 71>,n1000 118% 4,51% 4.51 0,90 

Other Assets' 217,665,000 119% 318,489,000 Ol)8% 401,995,000 9_~1)0/\l 516,611',000 107% 1,051,608,5)9 174% 5<)7% 5.97 1.19 

Retllrn Off 29,782,580 0.1(1% 198,672,788 .\: 061% 56621,276 ',_.01-1°'0 179,122,1,'8 n.n% 91,695,108 o I ~o'o 144% 1.44 0,29 

Non Bank in1!. /\ ,;sets 3,847,024 001% ~.: () C)C)O,o 0.01% 001 0,00 

Totlll 18,230,674,917 :.:, 100,00''', 32,433,3 14,656 IIIQ,OO%' 40;700,627,977 1101 
. , 
·I~)(.W.O·~O) -18,442,046,555 100.00'Y., 60,572,680,328 100.00'Y.-, :'UOOO% 100,00 

SC13NL 
2008 2009 2010 2ot"I 2012 Mfan 

Ca~ital 2,6~S,277.) 1.2 <J IgO/o 3,190,367,000 7,83°,(,. 3,530.493.8 I S ' 8.<,-Ku,u_ 3,83;,592,151 ~ 66% -1.29).167.000 10 16°/0 1950% 39; 

390.91 

7,90 

78,18De~osit 

Borrowing 
29,74-' ,998.794 46870'0 35 350,823 71 I 86'73-% .l~.182:721.454 :"-,~~ '-1(,u/o .17,999,242.110 8:' SI% .\).96~.6.10, 744 8)04% .WO.91% 

29,74.1,998,794 ;16870/ 0 300"000,000 074% () oo~·o 350,000:000 I) 7')0/0 0000/0 -1839% 48 .. 19 9,68 

0.15Bills Payahlc 0000
"11 72,941,748 0:1"8% 89..\ 19.65S () ~~o,o 65,966,15'1 (} 15% 86,.178,524 020% 075%, 0.75 

Other ,03,426,025 'I) 79% 820,089,602 1,01% 802.S03,393 1 ')7°'0 912450,141 ~ . 06% 77S 298,SJJ 1 84'!'0 8.68% 8.68 1.74 

P/L Account 818,921,008 I 290/0 1,025,114,536 ~.51% 1,08;,871.694 ~ 070'0 1,119171,286 ~ :'.1% 1.168.967.497 ~ 76% 1177% 11.77 2,35 

Total 63,465,622,133 100.,00% 40,759,336,597 IOD,OO"/', 40,690,910,011 IOO.OO'y" 44,282,422~039 100.00% 42,294,442,298 100.00·x, SOOOO% 100,00 

Mcltn 

Liquid rund 2,050,243.214 o ~C)'% .1,137,163,,35 788% 1,929,306520 ..t,77°·0 2,975,795,278 701% <>,.1<>6,2.13,069 1:'.06°'0 "'100% 41 8.20 

-12.75­Investmel1l I J 902,819,011 -126.,°'0 20,236,121,082 50K.\% 19.847511.02) -1<JO-l°'" 17,258,682A72 -In 66°/0 11.9.\8.21:'.774 .'061(1;0 ~ll76% 11J 76 

Share & Olhers 620.184,000 19(}0,0 1,397,949,600 351% 1,608.256.140 .197°'(1 1610,168,000 .t 79'% 1,851 ,69.1,200 -138°'0 17.56%. 17.\6 351 

Loan & Advance 1.1,718';97,1.12 -1~ 07<J·o 1.1,679,-756990 .14.16% 1\956,955.268 ."19-1.\0'0 18,427,270,491 4.141°10 19.575,(68).lO <J6.11'!'0 205 :;7% 205,7 41.11 

Bills Purchase 762, 71 9,46~ J3-lu/u 301,314,808 0760/'0 26.l . ..t66,765 o {)';"II(l U40,675',522 292°/'11 67C),2Q,2Ll 161'!'0 8.28% 8.28 1.66 

Fixed Assets 117,27'),158 n .I(,O'Q 137,292.540 034% 118,5.19,974 O]W',o 106,071,182 1)])0/0 89,6.13,207 021°'0 1 46% I 46 0.29 

Other Assets 1,349)19.111 -II-I°.() 820,687,446 206% 6C)] ,:'47.J]C) 1 71°(,1 761,812.241 179% \80,966,980 1 .17°'0 1108% 11.08 2,22 

Return Ofr 90,634,940 o .::~u.o 101.075,167 0.2~% 58,292,849 o l.j ...·,,\ 67,159,308 t) 160/0 190,917,6.15 o 4~o'll 129% 1.29 0,26 

Non Banking Assets 0,00% on!)"'u 
42,272,885,408 IOO.(W'~, 

000% 0,00 

Total 32,612,389,131 IOO.,II(J"';;, 39,811,361,168 100.1)0"/0) 40,473,875,680 IOO.OO'~, I U,44 7,634,494 100.QO% :'1)000% 100,00 

Source Annual Rcport~ 01 Flanks 



AI.p<nd i, : XI 

HilL 
2008 2009 2010 2011 2012 M("an 

Capital 3,Z53,5 I~,981 8.94% 3,845,ZI1300 9.58% 4,ZI8361,500 9.74% 4 71I,Z43,49~ 9.92% 5,283,900,074 Q,5.1% 47 .70% 47.7 9,54 

De~si t 31,842,789,35b 87.46% 34,68Z,306863 864 1% 37,611,202,274 868 .\% 40,920,627,030 8613% 47,730,993,909 86.07% 432 .90% 432:9 8().S8 

Borrowing 83, 177,973 0.23°/0 0.00% 000% 10,000,000 002% 0.00% 0 .25% 0.25 0,05 

Bills Payable 102,669,796 028% 31,847,391 008% 216,1 58,879 o~O% 31,655,586 007% 322,106,400 0.58% 151 % 1.51 0,30 

Other 49 1 ,695,~55 135% 823,836,963 1050;0 761,084.730 176°/0 941 600 995 198% 1,160.314,068 2 Q90/0 9.2J% 9.23 1.85 

P/I. Accounl 
Total 

6 .1 5,868,5 19 

36.409,717,180 

1.75% 

100.00% 

752 ,834 ,7>5 

40,136,037,252 

1 88% 

100.00'11'., 

508,798, 193 

43,315,605,576 

I I 7~·o 

100,00% 

893,115,143 

47,508,242,249 

1 881% 

100.00°/0) 

9~8,6.18,260 

55,455,952.711 

173% 

100.00 %1 

8 .\8% 

SOO 00% 

8.38 1.68 

99.99 

M ean 

Liguid fund 1,448,142,890 )84% 3,048,526,788 767% 3,866,490,684 828·'0 2.964,651,321 5.82% 6 362,296, 1~8 1063% .'624% 36.24 7.2.5 

Investment 13,340, 176,785 .\~ 34% 8,7 10690646 2 1 92% 8,444 9 10, 16~ 18094/0 8,769,938671 17 22% 10,03 1580,497 1676% 109 .l3% 109.33 21.87 

Share & Others I,0 13 ,5 1Z,500 2.68'% 160,000000 O.4()G/o 2,000,000,000 J 28% 2,400,000,000 4.7 1% 2,760,000,000 46 1% 1670% 16.7 3,34 

Loan & Advance 20,179613,169 53.45% 25,519519,08 1 641 1% 29,123,754,889 <>238'/0 .12 968,270,298 64 . 7~% .1 5,968,472,801 6009% .104 .89% 304.89. 60,98 

Bills Purchase 305, 1JJ ,5b6 O.81~'Q 548,747,432 1 .\8% 867,350,325 1.86°//) 900,111,798 177% 1,148,574,308 1 <)2% 773% 7.73 L55 

Fixed Assets 726,068,462 1 <)2% 952,196,395 ~ 40% 1,061,870,757 227°"Q 1,187,493,049 2 .lJ% 1,.105,364,357 218% 1111% ILiI 2,22 

Olh~r Assets 634,786,8.15 168% 632,074,387 15Q% 1,054,384,247 ~ ~ oo· o 1,513,144,08& 2.97% 1,435,153,008 240% 10<)0% 10.9 2.18 

Return OIl' 
Non Banking Assets 

~Total 

94 ,Q94,975 

10')06,6H3 

37,752,735,865 

0]5%. 

00.1(1'0 

100.00'% 

149,894,111 

22 ,694,688 

39,744",43,528 

o .\8°~0 

00(,)°'0 

100,00% 

265,542,038 

-16,684,303, lOS 

o ~7°· o 

() UUO'o 

roo.ol)% 

211,970,590 

.. 
50,915,579,815 

042% 

100.00'Yo 

846.245,771 

S9.8S7,686,900 

1-11% 

100.00% 

.\0.1% 

OOt:% 

~O() I}no/!) 

3.03 

0.08 

500 

0,61 

0.02 

1011.00" 

EHL 
2008 2009 2010 2011 2012 1\-1 ('all 

Capital 2 .\0:I 8.:\90.0UO 8 ~Vt/o 2,70.1,870,000 71 10/0 J ,257, I41,ooO 77 .tOOl .1,605,84 1,OOQ 771% 4574.751.000 7 ()')O,o .\9 17% )9. 17 7,K3 

Deposit 23,976,J00.OIJO 8704\1,'0 ).1,322.900,000 88 ~~,,~o J6,912,300.000 ~7 () ~'O 4 I , I27,900,OOQ 8796% 50.006.1 oo.~n 87 .\.\~'o ....I f.j 8.1% 438.83 tP.77 

Bortowing 000% 312,000,000 08.1 0' 0 404',600,000 ()9(lO." 482,000,000 10.1% 000% ~t\2% 2.82 056 

Bills Payuble 4<) ;.:I;29,7UO o IRQ,o 148,655,5n <) -1 0°'0 145, 514.67c) o .\ ~ "' (I 49,716,57, 011% 692,398.816 I 21°' ° ~ 1<1% 2.24 O.4~ 

Other 720,.j4'\.~~)2 ] (1 ")Il,o J78 ,574,7 15 101 % 56b,081 795 I ,t..l"·oi 559,237,454 1 20% 897)8.\. 1")9 I ~7% 77.1% 7.73 L!'i5 

Reconciliation c) OOO~o I) 000'01 000% O()(f'G 000%. 0.00 

I'lL ,Account 451.1 18.613 I (I.jll··o 6.18,732,757 I 70~'0 8.H.76~.6.l2 I C,70,() ! 031,303,628 1 <)9% I,090,S64.:!:!2 I C)O% I) ~ I % 9.21 1.84 

TOlal 27.S4~,781.9 ()S 100.00"1.. 37,504,733,064 IOO.(JO~V.l 42,137,403,106 ,lon.OO";',. .1().755,998.654 100.00% 57,261,197.H9 100,00"1., ~( H)()O% 100.00 

i\h"an 

Liquid fund 2,667,971 ,8.10 C)·H'Iu'Q 6.164 .1 71 , 163 1) 96% 7,818,815,OOl J ~ 07"1l 6 ,122,862,952 12 ~8% 10..1b.U06..107 178S% HC)5% 73.95 14.79 

Invest menl :'.OSC)5S750.14 1797°'0 5.948,480,27.1 IS.W% '.008,.107.580 II 5k'u 7.743,928.321 1592% 7,f';6.l.6""17. 165 1.\ ~4% iJJl% 74.41 14.88 

Share & Others 8.1UOO,OI ~) :! 9~o,o 1,0.10,467,300 ."! 67°/0 1.27<),607,490 ~ 9h·o 1.7" ,126 ,410 3 62%~ 1. .1c)1.)70.·H9 ."!¥I% IJhf.J% 14 .6 2.92 

Loan & Advance 18 ,8.1 6,4UO,OOO 66<) 1<1'0 24,469,600,000 6.1 }7°,o 28,1>6,400.000 l)~ 1J ~0·0 .11.661,800,000 6507% .16,61(•.8UO.000 6.\ 07<"0 ,t.::.I .'O% J23.5 M .70 

Rills Purchase 0,00 

Fixed A~~ets .\60} l l .4~O I "'X"" 427,157,451 ) '1°'0 46.' ,094,.\91 I UJu"j 460,2~8,7.1S 04):'% )47 .C)2S ,(,79 0 <>..°'0 :.. \~% ~..l5 1.07 

Other Assets ,176.~1 5.4(,8 1 Ll"o 492,166, 151 I 27°'0 5.16,187,696 I ~.l"". 8, 1,4 70,792 1 75% 1.I]7 .19~.13 J 1 <)-1 °., 7 .' ..1% 7.'4 151 

Return Otr 20,201.067 () 07 0 .,.' 83,553,461 022% ... ,6).17,478 o 1~% I SO..l'-l85 JC) I) :!6°" 1/ (10°/0 0.66 0.13 

Non Bunking, Assets 
, 

0,00I 

Total 28,152,258,389 IOO.IW'Yo,' 38,615,795,799 100,00% 43,262,412,169 IOO.Ot)" /~ '- 48,657,784,688 100,00°/0 5S,060,873,362 10().OOIi/" 'IrciIIOo·o 100,00 
Suurcc , Annun] R~Jlon:; or RfII1J.;S 



A Ilpendix : X II 
NSBJ 

Year X(Total Deposit) 
y (Loan and 
Advan~e) Xv x2 y2 

2008 13,715,394,960 12,1 13 698428 166,144 158 366,351 000000 188,112,058908 793,000,000 146,741,689,604530,000000 
2009 27,957,220,794 15,131747944 423,041,618 269 564,000,000 781 606,194 524,466,000,000 228,969,795,840,748,000,000 
2010 34,896,424201 17,480 548,194 610,008,625,043,848,000,000 1,217,760,422,016 140,000000 305,569565,162,757,000000 
2011 42 ,415443,294 2 1,365 771,129 906238,653,754682000,000 I 799,069,829826530,000,000 456,496,175,936810,000,000 
2012 53,337264,193 26,142,094,172 1,394,347,783,410250,000,000 2,844,863,751 593 880,000000 683,409,087697,716,000000 
Total 3,499,780838,844690,000,000 6,83 I ,412,256,869,8] 0,000,000 1,821,186,314242,560,000000 34~)7808388446,00 

8265235.784 4267535.957 35272190900424.00 
SCIlNL 0.992220996 

Year X(Total Deposit) 
y (Loan and 

Advance} xy_ x2 v2 
2008 29,743,998.794 13 718 597,132 408,045936549580,000,000 884,705,464 257473,000,000 188,199,907270,119,000,000 
2009 35,350,823,711 13 679,756,990 483 590 677 762 810,000,000 1 249,680 737046,200,000,000 187,1 3575 1,305 ,454 ,000,000 
2010 35,182,721,454 15,956,955 268 561,409;1 12,447,982,000,000 1,237,823888,909,750,000,000 254,624,421 424,953,000,000 
2011 37,999,242.310 ' 18,427,270491 700,222,316499,422,000,000 1.443,942,416 134090,000,000 339,564,297748,479,000,000 
2012 35,965,630,744 19,575968,330 704,062;048413018,000,000 1,293,526594,813,760,000,000 383,218,536,057,163,000,000 

-
Tot"1 . 2,857;330,()9] .672,81 0,000,000 ~,679,]0],]61,280,000,OOO ~52,742,913,806,1 70,000,000 

0,984502505 
0{)15497495 0.01 
0.004674751 

0.028 

1IB1 

7816443 .62<) 
28~7J300916728,00 

3677965.353 "8748608852814.80 
0.993902038 

Ycar X(Total Deposit) 
)' (Loan and 
Advance) xy x2 y2 

2008 31,X42,78Q,356 20,)79,6 13,169 642,575~ 17-' ,426,03 1,000,000 1,0 13,96{233,970 590,000,000 407,2 16, 787650,478,000,000 
2009 34,682,J06.X63 25,519,519,08 1 885,075.:]9 1 ;763,426000,000 1.202,862,409,339300,000,000 651,245 854,125,523,000000 
2010 37,611,202,274 29 ,123,754,889 1,095,3 79;4 36,108,580000,000 1,41460i,536,495,740,OOO,OOO 848,193,098,834,551,000,000 
2011 40,910,627 ,030 32,968,270298 1,349;082,292688,680,000,000 1,674 ,497,716,528,370,000,000 1,086,906,846,441,990,000 ,000 
2012 47,730,993,909 35,968,472,801 1,716,81 0,956~ 180,560,000,000 ",~7X.247, 779,541 ,000000,000 1,293,731,035,636,280,000,000 
Total S;688,923,648;] 67,280,000,000 . 7 ,58~ , 173,675,874,990,000,OOO 4,287,293,622,688,820,000,000 

0 .98784126 
0 .01215874 
0.00366763 

2.236067977 

0.008 

0.022 

361l1l<J23648 I 672.00 
57022433685203.60 

0.997664126f.1II 
8708716.137 6547742.835 

Year 
y (Loan and 

X(Total ]kJlosil) Advance} Xv x2 y2 
2008 23,976,298,535 18,339,085,562 439,703,390,293,420,000,000 574.862,891 439,443,000,000 336,322,059250,357,000,000 

"009 3 .1,322 ,946,2~6 23,884,673,616 795,907,695,009,222,000,000 1,110,418,746 513,810,000,000 570,477 ,633,742,846 ,000,000 
2010 36,'>32) 10,OOR 27,556,356,032 1,017,719,883,664,640000,000 1.31>3 ,995;522,527,020000,000 759,352,757762,3 43,000 ,000 
2011 41,127,914,339 31057,691,462 1,277,338,074,016,230,000,000 INI I,505,337,876, 120,OOO,00O 964,580,198,948,788,000,000 
2012 50/)06 ,100,27 2 35,910,974,673 1,795,767,800363,290,000.000 .:'.5()Ci.61 0,064,413320,000,000 1,289,598,101,964 ,850,000,000 
Total 

- I --­
5,326,436,843,346,810,000,000 7,2~ 1,3n,~62,769,71 0,00(j,000 3,920,330,75 I ,669, ISO,OOO,OOO 

0.995333709 
0.004666291 0.003 
0.001407566 

0.008 

~326~368433468 , OO 

Soun."t '\111 111 011 ",.'pons or b.auks 8509637 .211 6261254.46~ ' .l.:'X 1110407155750 
0.999687775 
0.999375648 
0.000624352 41::·04 
(J (100188333 

0.001 

http:35272190900424.00


Cash and Bank Balance to total deposit 
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