APPENDIXES

APPENDIX- |

1 Calculation of mean (X) of interest rate structure on deposit of NABIL Bank.

- Mean (X) (2005) = ZWX

Where,
X = Sum of al value of variable (x) = 22.37
N = Number of observation = 7
7
= 3.19

Note : Mean of interest rate structure on deposit from year 2005 to 2009 is also

calculated as shown in above.

2. Calculation of Standard Deviation (o) of average interest rate on deposit of

NABIL Bank.
Year Average Interest (X-X) (X-X)?
2005 3.196 -0.591 0.3492
2006 3.234 -0.553 0.3058
2007 2.813 -0.974 0.9486
2008 4.656 0.869 0.75516
2009 5.036 1.249 1.5600
¥ X =18.935 1.2624 3.91876
- Mean(X) = ZTX = 18'—235 =3.787

.. Standard Deviation (o)

[X(X-X)* _ [39186 _ 089
N 5

Note : Mean and Sandard Deviation on Loans and Advance and Investment are also
calculated as shown above in deposit rate of NABIL. Smilarly, same process has been

followed in case of rest of the sample banks.



3. Calculation of correlation coefficient between deposit rate and deposit amount of
NABIL Bank.
Deposit 2)=Y-y me
vear| " Deposit Amount (2)|(1)=X-x mean @=Y-y (1)? (2)? (1x2)
Rate (1) an
2005 2.661 14254.8 -0.1834| -13509.36|0.03363556|182502807.6|2477.616624
2006 2.656 18927.3 -0.1884| -8836.86|0.03549456|78090094.66|1664.864424
2007| 2.656 24488.9 -0.1884| -3275.26|0.03549456(10727328.07| 617.058984
2008 3.156 34451.7 0.3116| 6687.54|/0.09709456|44723191.25|2083.837464
2009 3.093 46698.1 0.2486| 18933.94/0.06180196|358494083.9(4706.977484
14.222 138820.8| -8.8818E-16 0| 0.2635212|674537505.5|11550.35498
.. Correlation coefficient between deposit rate (1) and deposit amount (2).
. X
l.€. (r12) = %
1/Zx .Zy
_ 11550.35498
J0.2635212 x 674537505.5
_ 11550.35498
13332.476

0.86

. Coefficient of determinants (r12)?= 0.75

T-test under null hypothesis

t

= . vn-2 t.,
1-r?
0.86
= =2 _x\J5-2
v1-0.75
= 0.86 x1.73
5
= 3.004

Note : Calculation showing correlation coefficient between lending rate and lending

amount, investment rate and investment amount, and deposit rate and lending rate are

calculated as above and same process has been followed in case of rest of the sample
banks.




4. Computation of fund management ratio of NABIL Bank
€)) L oan and advances to total deposit ratio

Tota loansand advance

= - x 100%
Total Deposit
- InMid July 2005 = % x100 = 76.94%
14586.8
- InMid July 2006 = 132394 x100 = 68.42%
19348.4
(b) Investment to total deposit ratio
_ Total Inveﬂmgnt X 100%
Total Deposit
- InMid July 2005 = 43533 x100 = 29.84%
14586.8
- InMid July 2006 = 61748 x100 = 31.9%
19348.4

(© Average Interest on credit
_ Interestonloans& advancestinterestoninvestment

2
- InMid July 2005 = 9.354;;.558 = 7.956%
- InMid July 2006 = %26'483 = 8012%

(d) Total Credit = Total loan and advance + Investment
- In Mid July 2005 11222.7 + 4353.3 = 15576 miillion
- InMid July 2006 13239.4 + 6174.8 = 19414.2 million

(e Total credit to deposit ratio = —Total Cred"_[ X
Total deposit
- InMid-July 2005 = @xloo = 106.78%
14586.8
S InMidaly 2006 = 442 a60- 100.34%
19348.4

Note : Same process of calculating ratios has been followed in case of rest of the sample

banks. The higher ratio indicates better performance of bank.



5. Computation of change in interest rate and change net profit of NABIL Bank.
€)) Change in interest rate on deposit
= Interest Rate2o06) - | Nterest Rate2o0s)
3234-319 = 0.038%
2.813-3.234 = -0.42%

- InMid July 2006
- InMid July 2007

(b) Changein interest rate on Loan and advance

Interest RaIe(zoos) - Interest RaIe(zoo5)
- In Mid July 2006 0542 -9.354 = 0.188%
- In Mid July 2007 8.625-9.542 = -0.913 and so on.

(© Changein Interest rate on Investment

Interest rateooe) - INterest Rateoos)

- InMid July 2006 = 6.483 - 6.558 = -0.075

- InMid July 2007 = 5.573-6.483 = -0.91%
(d)  Changein Net Profit = Net Profitioe) - Net Profitoos)

- InMid July 2006 = 979.2-816.5 = 162.7

- InMid July 2007 = 654.7-979.2 = -324.5

Note : Same process of calculating change on deposit rate, loan and advance rate,

investment rate and net profit have been followed in case of rest of the sample banks.

6. Calculation of Profitability Ratios of NABIL Bank
@ Total interest expenses to total interest income ratio

Total Interest Expenses

= x 100%
Total Interest Income
- InMid July 2005 = 2434 x100 = 23.56%
1033.3
- InMid July 2006 = ﬂxloo = 27.54%
1296.4
(b) Total interest expenses to total deposit ratio
_ Total Interest Expenses X 100%
Total Deposit
- InMid July 2005 = 2434 q00=  167%
14586.8
- InMid July 2006 = 357 x100 = 1.85%

19348.4



(© Total interest income to total credit ratio
Total Interest Income

_ 1COMe . 100%
Total Credit
~inMidady2005 = 1933400 = 663%
15576
S InMidddy 2006 = 204 100-  6es%
194142

Note : Same process of calculating ratios have been followed in case of rest of the sample

banks.



APPENDIX - 11

Interest Rate Structure of Commercial Banksin Nepal Mid July- 2005

{im depsit (in %)

ks | Savings | Spocial

Fimed

Savings | Tdave | 14davs | Tmonth | 2imointh | Smoath | Sinomth | D vears | 2oesiabose
NABIL [ 280 | — 150 [Eob |- 135|550 |40 |56
MIBL | 2625 | — 125 |1.75 - Th2E | 2675 | 462k | SRTS
SRl 1.73 | Ak 1.5 .50 1.3 .73 225 250
IETET T = 75 _|To0 | |70 SO0 375 [57%
MERl | 05108 | 775 ~ 135 | 57%F |40 | 4.50
O Credit fin ")
-E"‘—--____ Banks | MALBIL NI SOCEL HIxL Ml
Seclors T
Crverdrall s [0 RT3 1. 500 [ (h.54) (.25
Export Credits 7.5 U375 25 K50 x5
Import 100 9,75 --- Q.75 4 575 --
Apainst FDR TA0h 1.5 S LRI i 00k
Against HMG Bond T.25 7.0 K50 5.5 n5s
Against BO/CG Ak 8.0 Q.75 ®75 Gk
Avpainst other Guarantee | [{LH] mas [2.25 ana mam
Indwstrial Loon ==e aas [ 1.0 [ (1540 ==
Commercial Loan —— - [1.50 [0,375 —-
Priority Sector I1.50 B0 _— | 1625 11.75
Deprived Sector T.50 050 LT B AT5 .00
Term Loan | 2.0H) 11,50 12,75 625 11.75
Working Capital [ 1.(H) 1100 12.25 --- —
Hire Purchase Q.75 | Ch 030k Qi 1L2s i
Oihers [RLEEH 075 [k50 9.75 0,75




Interest Rate Structure of Commercial Banksin Nepal Mid July-2006

O deprosit (in %l

Branks | Savings | Special Fised
Savings | Tdayvs | T4davs | lmoith | 2esenth | Smonth | smomh | Dyears | 2vesiabove

MARIL | 200 150 2. 50 3,00 1,25 L= 41K} 4,125
MIBL | 250 275 [ 1.73 2625 I RTS in25 | 1RTE
S0 201 - | A} .50 1.50 1.50 1.75 225 250
11131 L 275 1.75 200 2N 100 375 175
MM 525 - --- 2,73 2,50 ER 375 3,73
O Cred it (in ")
T Baniks | MARIL MIH SOBL HEL M5
sectors T
Crverdralt -—- 10875 500 11500 [1.25
Expon Credits B3, 060 4375 Q.00 8,50 Q.25
Imiport LT 075 --- E25 575 ---

| Against DR 7.0 7.5 3000 i1, (0 525
Aeainst HMG Bond .25 7.0l 725 5.50 .75
Against BG/CG L (M) B0 e R 875 4
Against other Guarantee | 10,00 i [0, 510 —_ -
Imdustrial Loan —aa . [0 75 [ 11500 —aa
Cominercial Loan a [1.25 10575 -
Priority Sector 11.50 B0 - I1.623 11.75
Dieprived Sector 7.50 fr.510) 7.50 6.375 LELY
Term Loan 1200 11,30 10,75 10,625 11,75
Working Capifal 11 | RIRNY G Al — -
Hire Purchase 0,50 10,00 R.25 10.25 [ (k000
Uithers 1060 .75 09.75 73 WI5




Interest Rate Structure of Commercial Banksin Nepal Mid July-2007

b abegeosit {in a)

Banks | Savings | Special Fined
Savings | Tdavs | Vddavs | Trmonth | 2momth | 3memh | feonth | D yvears | 2vsabove

AR | 2K 3,540 = |, 75 2 Ak} moz 175 3.0Hp =l ENL
WIBL | 250 275 .23 1.75 il 2 RTS I625 | ETS
RCBL | 2K | | .51k | .54 |54 |.75 2.25 2. 54b
HBL |20 [275  [— |75 |2 | — ST ET BN B E
bk B 325 == === zz2 275 =oa 325 3,75 ERL ERIL
O Credit (im ")

T Banks | MARIL NIB SCRL FIEL kel k1|
Sectors —

{werdralt -— 10 875 500 R b A
Export Credits 575 375 QA T.37% T.75
Import LT Bia - .25 7.75 -
Acaimst FIE T.(HI 7.511 SA000 fr. LM} 5,50
A gﬂimﬁ HM Bond T.25 7.[H] T.25 fr. 51} ]
Apamst BOACG 7.5 AL ERL 725 B.A0
Apainst other Guarantes | B.50 -- [ 50 - -
Industrial Loan —- - [ir,75 — —
Commercial Loan nam na [1.25 naa
Priority Sector 100,23 AL s [LIELLE 0025
[Deprived Sector 075 B30 T.50 h.375 .00

l'erm Loan [ (0500 I 1.5 10,75 025 G7%
Waorking Capital .75 R G i - -
Hire Purchasze 025 [LEEL .25 w5 G
(thers a5 075 Q.75 LT Koh2s




Interest Rate Structure of Commercial Banksin Nepal Mid July 2008

On Deposit (in %)
| specia Fixed
Banks | Saving Saving 7 14 1 2 3 6 1 2
days | days | months | months | months| months | year | years/above
NABIL 2 35 - 3 35 - 6.75 6.75 5 6.75
NIB 25 2.75 - 1125| 175 - 2.75 3 55 5.75
SCBL 2 - - 1 15 15 15 175 | 25 2.875
HBL 2 3.375 - 2 2.25 - 25 3.25 5 5.375
NSBI 3 - - - 2.75 - 3.25 45 14.75 4.75
On Credit (in %)
Banks| NABIL NIBL SCBL HBL NSBIBL
Sectors
Overdraft - 10.875 6.5 9 9.75
Export Credits 8.75 9.375 85 85 7.75
Import L/C 8.75 - 8.25 8.25 -
Against FDR 7 7.5 5 4 3
Against HMG Bond 7.25 7 7.25 7 6.75
Against BG/CG 7.5 8 9 7.5 85
Against Other Guarantee 8.5 - 105 - -
Industrial Loan - - 10.75 - -
Commercial Loan - - 11.25 - -
Priority Sector 10.25 - - - 10.25
Deprived Sector 7 6.5 7.5 6.875 8
Term Loan 105 115 10.75 9.5 9.75
Working Capital 9.75 10.875 9.5 - -
Hire Purchase 9.75 10 8.25 85 9
Others 9.5 9.75 9.75 7.75 8.75




Interest Rate Structure of Commercial Banksin Nepal Mid July 2009

On Deposit (in %)

Banks | Saving | Special Fixed
Saving | 7 14 1 2 3 6 1 2
days | days | months | months | months | months | year | years/above
NABIL 2 4 - - 35 - 45 55 7.5 8.25
NIB 25 2.75 - [125] 175 - 2.625 | 2875 | 5.25 5.75
SCBL 2 2.75 - 1 15 15 15 1.75 25 2.875
HBL 225 | 4125 - 25 3.25 - 3.75 45 6.5 7.625
NSBI 3 - - - 2.75 - 3.25 45 55 6.5
On Credit (in %)
Banks NABIL NIBL SCBL HBL NSBIBL
Sectors
Overdraft - 10.875 6.5 9.75 9.75
Export Credits 11 9.375 8.25 9.625 7.75
Import L/C 7 - 85 9.375 -
Against FDR 7.25 7.5 5 4 3
Against HMG Bond 10 7 7.5 7 -
Against BG/CG - 8 85 9 9.5
Against Other Guarantee - - 105 - 9
Industrial Loan - - 10.75 - 9.25
Commercial Loan - - 11.25 - -
Priority Sector 8 - - 10 -
Deprived Sector 115 6.5 75 7.375 8
Term Loan 11 11.5 10.75 11 9.75
Working Capital - 10.875 9.5 - -
Hire Purchase - 10 - 10.75 -
Others 11.25 9.5 11.5 9.875 9.5




Total Deposit, Total Loan and Advance and Total | nvestment,
Total Credit and Net Profit of NABIL

Loans Total
Bill ) Share & Total Totd
Total |Loan & Against | Loan & ) Net
Y ear ) Purc- ) Investment|  Other Investment | Credit )
Deposit |Advance Collection | Advance Profit
hased ] Investment (B) (A+B)
Bills (A)
2005| 14586.8| 11078|144.7 137.6| 11360.3 2826.8 1526.5 4353.3| 15713.6| 816.5
2006| 19348.4( 13021.3({218.1 39.4| 13278.8 2372.3 3802.5 6174.8| 19453.6| 979.2
2007| 23342.4| 15657.1|221.2 24.7 15903 5359.2 3593.1 8952.3| 24855.3| 654.7
2008|31915.05| 21021.5|309.4 34.2| 21365.06] 9939.77 4132.3| 14072.07| 35437.13| 750.4
2009|37348.25| 27236.7|312.7 40.5| 27589.93| 10826.38 5073.5| 15899.88| 43489.81/1033.8
Total Deposit, Total Loan and Advance and Total | nvestment,
Total Credit and Net Profit of NIBL
~ |Total Loan
) Loans Against Tota Tota
Total |Loan& Bill & Invest- |Share & Other Net
Y ear ) Collection Investment| Credit .
Deposit |Advance|Purchased ] Advance | ment | Investment Profit
Bills (B) (A+B)
(A)
2005|14254.8| 10295.4 195 0] 10490.4| 1948.5 2125.7 4074.2|14564.6|265.5
2006(18927.3| 13007.2 164.3 0| 131715 2522.3 3150.6 5672.9/18844.4|385.1
2007|24488.9| 17482 287.1 0] 17769.1| 3256.4 3262.2 6518.6|24287.7/515.7
2008|34451.7| 27529.3 214.2 0| 27743.5/6874.01 2686.3 9560.3|37303.8|750.4
2009|46698.1| 26996.6 193.2 0| 27189.8| 7399.8 3786.3] 11186.1/38376.5/914.6
Total Deposit, Total Loan and Advance and Total Investment,
Total Credit and Net Profit of SCBNL
Loans |Tota Loan
) ) Share & Tota Tota
Total | Loan & Bill Against & Invest- i Net
Y ear ] ) Other |Investment| Credit )
Deposit | Advance| Purchased | Collection| Advance | ment Profit
) Investment (B) (A+B)
Bills (A)
2005| 19344| 82135 313.6 0 8527.1| 7204.6 2499.5 9704.1|18231.2| 537.9
2006|23050.5| 8905.1 301.2 0 9206.3| 8644.9 4205.7| 12850.6|22056.9| 662.2
2007| 24640.3| 10538.1 251.9 0 10790| 7115.7 6448.3 13564| 24354| 692.1
2008|29743.8| 13964.4 276.5 0| 14240.9|13902.8 5543.8| 19446.6|33687.5| 814.4
2009|35871.7| 13679.7 2355 0| 13915.2|18640.4 6980.5 25620.9| 39536.1| 1028.3




Total Deposit, Total Loan and Advance and Total | nvestment,
Total Credit and Net Profit of HBL

Loans
) ) Total Loan & Share & Tota Tota
Tota |Loan& Bill Against | Net
Y ear . ) Advance |Investment| Other |Investment| Credit )
Deposit |Advance| Purchased| Collection Profit
) (A) Investment|  (B) (A+B)
Bills
2005| 24831.1| 13245 345.9 0 13590.9 5469.7 39.9 5509.6/19100.5 752.3
2006| 26456.2| 15515.7 252.6 0 15768.3 5144.4 5746.1|] 10890.526658.8| 513.8
2007|29905.8| 17672 169.5 0 178415 6454.8 5366.8| 11821.6|29663.1| 828.4
2008| 31939.8| 20179.6 312.8 0 20492.4| 12751.9 4934.8| 17686.7/38179.1/1050.8
2009| 34746.3| 25519.1 359.3 0 25878.4 9181.4 6157.7| 15339.1/41217.51182.1
Total Deposit, Total Loan and Advance and Total | nvestment,
Total Credit and Net Profit of NSBIBL
Loans |Total Loan
] ) Share & Total Tota
Totad | Loan & Bill Against & Net
Y ear ) i Investment| Other |Investment| Credit )
Deposit | Advance|Purchased|Collection| Advance Profit
) Investment (B) (A+B)
Bills (A)
2005| 8645.8 6619 146.1 0 6765.1 2588.2 195 2607.7| 9372.8| 4.6
2006| 10852.7 8060 190.8 0 8250.8 3680.4 195 3699.9(11950.7| 132
2007| 11445.2 9847 218.4 0| 10065.4 2345.6 31.9 2377.5(12442.9| 359.9
2008| 13715.3| 12742.5 70.5 0 1281.3 3146.9 20.6 3167.5/15980.5| 255.1
2009| 27957.2| 15131.7 131.3 0 15263| 13286.1 45.7| 13331.8(28594.8| 337.6




Total Interest Expenses, Total Interest Income and Net Profit of NABIL

Y ear Total Interest Expenses Total Interest Income Net Profit
2005 243.4 1033.3 816.5
2006 357.0 1296.4 979.2
2007 502.7 1465.0 654.7
2008 758.4 1978.7 750.4
2009 11521 2794.8 1033.8

Total Interest Expenses, Total I nterest Income and Net Profit of NIBL

Y ear Total Interest Expenses Total Interest Income Net Profit
2005 350.8 8514 265.5
2006 491.4 1153.5 385.1
2007 686.4 1566.3 515.7
2008 991.8 2166.1 750.4
2009 1686.3 32226 914.6

Total Interest Expenses, Total I nterest Income and Net Profit of SCBNL

Y ear Total Interest Expenses Total Interest Income Net Profit
2005 254.2 1058.6 537.9
2006 302.2 1189.1 662.2
2007 411.4 1410.8 692.1
2008 471.7 1591.2 814.4
2009 543.8 1887.2 1028.3

Total Interest Expenses, Total Interest Income and Net Profit of HBL

Y ear Total Interest Expenses Total Interest Income Net Profit
2005 556.3 1407.7 752.3
2006 645.8 1562.1 513.8
2007 755.5 1776 828.4
2008 824.0 1970.9 1050.8
2009 934.8 2330.5 1182.1




Total Interest Expenses, Total Interest Income and Net Profit of NSBIBL

Y ear Total Interest Expenses Total Interest Income Net Profit
2005 258.4 516.0 4.6
2006 334.8 703.1 132
2007 412.2 831.0 359.9
2008 454.9 966.9 255.1
2009 824.2 1864.2 337.6




Details of Respondent

Male/Female Profession:

Age: Position:

Education: Experience in profession:
QUESTIONNAIRES

1) Does the interest rate determining process is suitable in Nepalese commercial Banks?
i) Yes ii) No iii) None of them

2) Which trend of interest rate structure of Nepalese Commercial Banks is better to
extend Business or Development?
1) Decreasing ii) Increasing iii) Constant

3) What’s the relationship of interest rate with deposit?
1) Positive ii) Negative iii) Neutral

4) What’s the relationship of interest rate with Bank investment?
1) Positive ii) Negative iii) Neutral

5) What’s the relationship of interest rate with loan & advances?
1) Positive ii) Negative iii) Neutral

6) Does the interest rate impact the fund management of Commercial Banks?
i) Yes ii) No iii) None of them

7) Does the interest rate play a vital role in success of Commercial Banks than other

factors?
1) Yes i1) No iii) None of them

8) How far the interest rate affects to deposit, loan & advances as well as investment of
Commercial Banks?
1) Highly affect i1) Moderately affect ii1) Lowerly affect

9) Does the change in interest rate changes the net profit of Commercial Banks?
i) Yes ii) No iii) None of them

10) Do you agree with the argument, “Interest rates send a price signal to depositors,
lenders, investors, and borrowers?
1) Strongly agree i) Agree iii) Disagree
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Date : 3rd December, 2010

Dear sirfMadam,

| am conducting a research on “ Effects of Interest Rate on Financial Perfor mance of
Commercial Banks in Nepal”. | will deeply indebt with you, if you provide me few
minutes of your busy schedule to answer the questionnaires enclosed with this letter.
Each of your idea and opinion will be grateful for present research to know more about
the effects of interest rate on financial performance of Nepalese Commercial Banks.

Thank you for your kind co-operation and help.

With regards,

Rosha Shrestha

Makwanpur Multiple Campus
Hetauda, Makwanpur



On Questionnaire 1:

Respondents’ Viewpoint

Respondents \Opinion Yes No None of them Total
Bankers - 10
Finance managers - 10
Lecturer 2 10
Total 11 17 2 30
On Questionnaire 2:

Respondents\ Opinion | Decreasing Increasing Constant Total
Bankers 6 - 4 10
Finance managers 7 2 10
Lecturer 4 4 10
Total 17 10 30
On Questionnaire 3:

Respondents\_Opinion Positive Negative Neutral Total
Bankers 6 2 2 10
Finance managers 4 4 2 10
Lecturer 8 1 1 10
Total 18 7 5 30
On Questionnaire 4:

Respondents\ _Opinion Positive Negative Neutral Total
Bankers 6 2 2 10
Finance managers 4 4 2 10
Lecturer 8 1 1 10
Total 18 7 5 30
On Questionnaire 5:

Respondents\_Opinion Positive Negative Neutral Total
Bankers 1 8 1 10
Finance managers 2 6 2 10
Lecturer 2 7 1 10
Total 5 21 4 30




On Questionnaire 6:

Respondents\_Opinion Yes No None of them Total
Bankers 3 2 10
Finance managers 3 4 10
Lecturer 1 3 10
Total 14 7 9 30
On Questionnaire 7:

Respondents\_Opinion Yes No None of them Total
Bankers 3 3 10
Finance managers 5 3 2 10
Lecturer 8 1 1 10
Total 17 7 6 30
On Questionnaire 8:

Respondents\_Opinion | Highly affect | Moderately affect | Lowerly affect Total
Bankers 6 2 2 10
Finance managers 7 2 1 10
Lecturer 8 1 1 10
Total 21 5 4 30
On Questionnaire 9:

Respondents\_Opinion Yes No None of them Total
Bankers 4 3 4 10
Finance managers 8 1 1 10
Lecturer 10 - --- 10
Total 22 4 5 30
On Questionnaire 10:

Respondents\ _Opinion | Strongly agree Agree Disagree Total
Bankers 5 2 3 10
Finance managers 8 1 1 10
Lecturer 10 - - 10
Total 23 3 4 30
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