
BROKERING SERVICES IN NEPSE: AN ENQUIRY

Submitted By:
BHUWANI BIST

Shanker Dev Campus
Roll No. 1961/60

T.U. Registration No. 7-2-327-1080-2000

A Thesis Submitted to:
Office of the Dean

Faculty of Management
Tribhuvan University

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

Kathmandu, Nepal
May, 2009



RECOMMENDATION

This is to Certify that the Thesis

Submitted by:

Bhuwani Bist

Entitled

“Brokering Services in NEPSE: An Enquiry”

has been prepared as approved by this Department in the prescribed format

of faculty of Management. This Thesis is forwarded for examination.

……………………….. ………………………

Dr. Shilu Manandhar Bajracharya Dr. Kamal Deep Dhakal

(Thesis Supervisor) (Campus Chief)



VIVA-VOCE SHEET

We have conducted the viva-voce examination of the thesis presented

By:

Bhuwani Bist

Entitled:

"Brokering Services in NEPSE: An Enquiry"

And found the thesis to be original work of the student written according to the

prescribed format. We recommend the thesis to be accepted as partial fulfillment

of the requirements of the degree of Master of Business Studies (MBS).

Viva-Voce Committee:

Head of Research Department ………………………………………….

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

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

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



DECLARATION

I here by declare that the work reported in this thesis entitled “Brokering

Services in NEPSE: An Enquiry” submitted to Shanker Dev Campus,

Faculty of Management, Tribhuvan University, is my original work done in

the form of partial fulfillment of the requirement for the degree of Master of

Business Study (M.B.S.) under the supervision of Associate Professor Dr.

Shilu Manandhar Bajracharya of Shanker Dev Campus.

……………………….
BHUWANI BIST

Researcher
Shanker Dev Campus

Roll No. 1961/60
T.U. Registration No.  7-2-327-1080-2000

Date:



ACKNOWLEDGEMENT

This research study is conducted on the topic "Brokering Services in NEPSE: An

Enquiry" as a partial fulfillment of the requirement of the degree of Master of Business

Studies (MBS) from Tribhuvan University. The main contribution of this study lies in

explaining and exploring the facts prevailing in the present situation at NEPSE relating to

Brokering Services. In addition, this study will enhance the existing investor’s knowledge

and gives framework for the new investors. Furthermore, it helps the stakeholders,

mainly, the investors who are interested in Nepalese Capital Market.

For the valuable guidance throughout the study period, firstly, I express my gratitude

towards my respected supervisor Associate Professor Dr. Shilu Manandhar

Bajracharya of the Shanker Dev Campus. This study could not be possible in time

without her profound suggestions and motivation. I   also thank Mr. Basu Dev

Pandey, IT Officer of Nepal Stock Exchange and other staffs of NEPSE for their kind

cooperation in providing the necessary data and information. I am also grateful to the

Staffs of libraries of Shanker Dev Campus and Nepal Telecom for their cooperation in

providing required study materials and information.

Finally, debt of gratitude is to my husband Bhuwan and son Bhargav and colleagues for

their outstanding encouragement to conduct this study.

May, 2009 Bhuwani Bist



Table of Contents

Recommendation

Viva- Voce Sheet

Declaration

Acknowledgement

Table of Contents

List of Tables

List of Figures

Abbreviation

CHAPTER - I

INTRODUCTION

1.1 Background 1

1.1.1 General Background 1

1.1.2 History of NEPSE 7

1.1.3 Present Scenario of NEPSE 7

1.1.4 Members of NEPSE 9

1.1.5 Trading & Market Timings of NEPSE 9

1.1.6 Securities Available for Trading 10

1.1.7 Settlement & Blank Transfer 11

1.1.8 Brokerage Commissions 12

1.1.9 Board of Directors of NEPSE 13

1.2 Statement of the problem 13



1.3 Research   hypothesis 16

1.4 Objectives of the study 18

1.5 Significant of the study 18

1.6 Limitations of the study 19

1.7 Organization of the study 19

CHAPTER - II

REVIEW OF LITERATURE

2.1 Conceptual Review 21

2.1.1 Nepalese Financial System 21

2.1.1.1 Financial Assets 21

2.1.1.2 Financial Markets 23

2.1.1.2.1 Money market and Capital market 23

2.1.1.2.2 Primary and Secondary Market 25

2.1.2 Securities Board of Nepal (SEBON) 26

2.1.3 NEPSE in a Changing Scenario 29

2.1.3.1 Converted to Profit Seeking Entity 29

2.1.3.2 Securities Available for Trading 30

2.1.3.3 Listing 30

2.1.3.4 Members of NEPSE 32

2.1.3.5 Trading of Promoters’ shares 32

2.1.3.6 New Trading hours 33

2.1.3.7 Real time information disseminated 33



2.1.3.8 Market Halt System Introduced 33

2.1.3.9 OTC Market 34

2.1.4 Trading Procedure in NEPSE 34

2.1.4.1 NEPSE Automated Trading System (NATS) 35

2.1.4.1.1 Client Management 35

2.1.4.1.2 Order 36

2.1.4.1.3 Price 36

2.1.4.1.5 Retain Until 38

2.1.4.1.6 Conditions 38

2.1.4.1.7 Market Depth 39

2.1.4.1.8 Settlement 40

2.1.4.1.9 Blank Transfer 40

2.1.4.2 Trading through WAN 41

2.1.4.3 Circuit Breakers 41

2.1.4.4 Price Range 42

2.1.4.5 Order Matching Rules 43

2.1.4.6 Major Difficulties Faced in the Trading Procedure in NEPSE 43

2.1.4.7 Capital Market Disorders 45

2.2 Review of Related Studies 47

2.3 Review of Research Studies 61

2.4 Research Gap 63



CHAPTER – III

RESEARCH METHOLODGY

3.1 Research Design 65

3.2 Population and Sample 65

3.3 Data Collection Procedure 65

3.4 Data Processing Procedure 66

3.5 Analyses and Presentation of Data 66

3.6 Analytical Tools 66

3.6.1 Statistical Tools 66

3.6.1.1 Percentage Analysis 66

3.6.1.2 Range 67

3.6.1.3 Arithmetic Mean 67

3.6.1.4 Median 67

3.6.1.5 Chi-Square Test 67

CHAPTER - IV

PRESENTATION AND ANALYSIS OF DATA

4.1 Analysis of Primary Data 70

4.1.1 Number of years involved in investment in shares 71

4.1.2 Purpose of investment in shares 71

4.1.3 Number of invested companies 73



4.1.4 Investment sectors 73

4.1.5 Brokerage services 74

4.1.6 Satisfaction level on brokerage services 75

4.1.7 Flow of information from listed companies 76

4.1.8 Preference of share transfer methods 78

4.1.9 Adequacy and Reliability of Information 79

4.1.10 Mutual Trading as Stock Market Disorder 80

4.1.11 Level of responsibilities of brokers in different

stock market disorders 81

4.2 Testing of Hypothesis 83

4.2.1 Adequacy and reliability of information provided

by brokers to the investors 83

4.2.2 Mutual trading as stock market disorder 83

4.2.3 Level of responsibilities of brokers in different

stock market disorders 84

4.3 Suggestions and Comments from Investors 84

CHAPTER - V

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS

5.1 Summary 85

5.2 Conclusions 88

5.3 Recommendations 89

Bibliography

Appendices



List of Figures

4.1 Showing the No. of Questionnaire Distributed to, Returned and 71

4.2 Showing the Investor’s Options to Buy Shares 73

4.3 Showing the Response Regarding the Sectors 74

4.4 Showing the Response of Investors to Types of Services 75

4.5 Showing Response Regarding to the Performance of

Brokering Services of NEPSE 76

4.6 Showing the Response to Flow of Information from Listed Companies 77

4.7 Showing the Preference to Share Transfer Methods 79

4.8 Showing the Adequacy and Reliability of Information 80

4.9 Showing Response to Mutual Trading as Stock Market Disorder 81

4.10 Showing the Level of Responsibilities of Brokers in

Different Stock Market Disorders 82



List of Tables

1.1 Brokerage Commissions for Equity 12

1.2 Brokerage Commissions for Govt. Bond 12

1.3 Brokerage Commissions for others 12

1.4 Board of Directors of NEPSE 13

2.1 Listing and Annual Fee for Share 31

2.2 Sectors and No. of Companies Traded 61

4.1 Showing the No. of Questionnaire Distributed to, Returned

and Not Returned from Investors and Brokers 70

4.2 Investor’s Options to Buy Shares 72

4.3 Response Regarding the Sectors 74

4.4 Response of Investors to Types of Services 75

4.5 Response Regarding to the Performance of

Brokering Services of NEPSE 76

4.6 Response to Flow of Information from Listed Companies 77

4.7 Preference to Share Transfer Methods 78

4.8 Adequacy and Reliability of Information 80

4.9 Response to Mutual Trading as Stock Market Disorder 81

4.10 Level of responsibilities of brokers

in different stock market disorders 82



ABBREVIATION

IPO = Initial Public Offering

MOF = Ministry of Finance

N/G = Nepal Government

NBL = Nepal Bank Limited

NEPSE = Nepal Stock Exchange

NIDC = Nepal Industrial Development Corporation

NRB = Nepal Rastra Bank

SEBO/N = Securities Board of Nepal

SEC = Securities Exchange Center


