Risk and Return Analysis of Selected Commercial Banks in Nepal
Submitted by

Shambhu Chaudhary 
Central Department of Management 

Campus Roll No.: 276/064
Symbol No.:  280458/066
T.U. Reg. No.: 7-2-302-231-2004
Submitted to

Office of the Dean

Faculty of Management

Tribhuvan University 

Kirtipur, Kathmandu

In partial fulfillment of the requirement for the degree of

Master of Business Studies

Kathmandu, Nepal

December, 2011


Recommendation

This is to certify that the thesis

Submitted by:

Shambhu Chaudhary 
Entitled

Risk and Return Analysis of Selected Commercial Banks in Nepal

has been prepared as approved by this Department in the prescribed format of Faculty of Management. This thesis is forwarded for examination.

  -------------------------
           ---------------------------
       
   -------------------------

Asso. Prof. Bishnu Hari Koirala    Prof. Dr. Bal Krishna Shrestha  Prof. Dr. Dev Raj Adhikari 

          Supervisor                    Chairperson, Research Committee       Head of the Department 

Date: ……………..……



Viva-Voce Sheet

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

Shambhu Chaudhary 
Entitled

Risk and Return Analysis of Selected Commercial Banks in Nepal
and found the thesis to be the original work of the student written according to the prescribed format. We recommend the thesis to be accepted as partial fulfillment for

Master's Degree in Business Studies (M.B.S.)

Viva-Voce Committee

Chairperson, Research Committee 
-------------------------

Member (Thesis Supervisor) 
--------------------------

Member (External Expert)
--------------------------

Member (Central Department of Management)
--------------------------

Date:  ---------------------

Declaration


I hereby, declare that the work reported in this thesis entitled “Risk and Return Analysis of Selected Commercial Banks in Nepal” submitted to Central Department of Management, University Campus, T.U., Kirtipur is my original piece of work done in the form of partial fulfillment of the requirement for the Master’s Degree in Business studies under the supervision and guidance of Bishnu Hari Koirala, Associate Professor, Central Department of Management. 

............................
Shambhu Chaudhary 
Roll No.: 276/064
Central Department of Management



Acknowledgements


This study is mainly concern with the analysis of “Risk and Return Analysis of Selected Commercial Banks in Nepal.” During the course of my study, I found  myself fortunate enough to receive a good deal to help and inspiration from various persons and institution. So I would like to express my sincere thanks to all of them.


I would like to express my sincere gratitude to my respected teacher Mr. Bishnu Hari Koirala, Associate Professor, Central Department of Management, T.U., for his valuable guidance and supervision to my study.


I am thankful to my friends Deepak Basnet and Ramdin Chaudhary for their kind support during thesis writing. 


I am heartly thankful to all the staffs of concerned banks who have provided me with required materials to complete the research study. 
I am thankful to my friends who directly or indirectly supported me during my research. I am equally thankful to all the teachers and staffs of Central Department of Management, T.U., Kirtipur for their help and kind cooperation.  

Shambhu Chaudhary 
December, 2011 



Table of Contents
Page No.

Recommendation
i
Viva-Voce Sheet
ii
Declaration
iii
Acknowledgements
iv
Table of Contents
v
List of Tables
viii
List of Figures
ix
Abbreviations
x
CHAPTER-I: INTRODUCTION
1
11.1 General Background


71.2 Focus of the Study


81.3 Statement of the Problem


101.4 Objectives of the Study


101.5 Significance of the Study


111.6 Limitation of the Study


111.7 Organization of the Study


CHAPTER-II: REVIEW OF LITERATURE
13
132.1 Conceptual Review


132.1.1 Investment


142.1.2 Common Stock


152.1.3 The Return of Common Stock


172.1.4 The Risk on Common Stock


172.1.4.1 Risk


222.1.4.2 The Risk on Common Stock


232.1.5 Relationship between Risk and Return


242.1.6 Portfolio


302.1.7 Systematic Risk and Unsystematic Risk


322.1.8 Capital Asset Pricing Model (CAPM)


352.2 Reviews from Journals


392.3 Review of Other Independence Studies in Nepal


432.4 Reviews from Thesis


492.5 Research Gap


CHAPTER-III: RESEARCH METHODOLOGY
50
503.1 Introduction


503.2 Research Design


513.3 Sources of Data


513.4 Population and Sample


513.5 Factors and Methods of Analysis


523.5.1 Factors of Data Analysis


523.5.1.1 Market Price of Shares (MPS)


523.5.1.2 Dividend per Share (DPS)


533.5.2 Tools of Analysis


533.5.2.1 Financial Tools


563.5.2.2 Statistical Tools


603.6 Methods of Analysis and Presentation


Chapter IV: Data analysis and major findings
61
614.1 Data Presentation and Analysis


614.1.1 Analysis of Individual Commercial Banks


624.1.1.1 Standard Chartered Bank Nepal Limited (SCBNL)


644.1.1.2 Nepal Arab Bank Ltd. (NABIL)


664.1.1.3 Bank of Kathmandu (BOKL)


684.1.1.4 Himalayan Bank Limited (HBL)


704.1.1.5 Nepal SBI Bank Ltd.


724.1.1.6 Nepal Investment Bank Ltd. (NIBL)


744.2 Comparative Analysis of Obtained Results


744.2.1 Inter Bank Comparisons


764.2.2 Comparison of Selected Commercial Banks on the Basis of Market Capitalization


774.2.3 Analysis of Market Risk and Return


794.3 Comparison of Sample banks with Market


794.3.1 Standard Chartered Bank Nepal Limited (SCBNL)


804.3.2 NABIL Bank Limited


824.3.3 Bank of Kathmandu Limited (BOKL)


834.3.4 Himalayan Bank Limited (HBL)


854.3.5 Nepal SBI Bank Ltd


864.3.6 Nepal Investment Bank Ltd. (NIBL)


884.4 Price Evaluation of Selected Banks


894.5 Portfolio Analysis


904.6 Analysis of Average/Pooled Six Simple Commeircla banks


914.7 Portfolio Analysis is Each Two Assets among Selected Assets


924.8 Major Findings


Chapter-V: Summary, Conclusions and recommendation
95
955.1 Summary


965.2 Conclusion


985.3 Recommendations


101BIBLIOGRAPHY



Appendices 
104


List of Tables
Page No.

62Table 4.1: 

 HYPERLINK \l "_Toc9344493" 
MPS and DPS of Common Stocks of SCBNL


63Table 4.2: 

 HYPERLINK \l "_Toc9344495" 
Statistical Analysis is of Common Stock of SCBNL


64Table 4.3: 

 HYPERLINK \l "_Toc9344497" 
MPS and DPS of Common Stocks of NABIL


65Table 4.4: 

 HYPERLINK \l "_Toc9344499" 
Statistical Analysis of Common Stock of NABIL


66Table 4.5: 

 HYPERLINK \l "_Toc9344501" 
MPS and DPS of Common Stocks of BOKL


67Table 4.6: 

 HYPERLINK \l "_Toc9344503" 
Statistical Analysis of Common Stock of BOKL


68Table 4.7: 

 HYPERLINK \l "_Toc9344505" 
MPS and DPS of Common Stocks of HBL


69Table 4.8: 

 HYPERLINK \l "_Toc9344507" 
Statistical Analysis of Common Stock of HBL


70Table 4.9: 

 HYPERLINK \l "_Toc9344509" 
MPS and DPS of Common Stocks of Nepal SBI Bank


72Table 4.10: 

 HYPERLINK \l "_Toc9344511" 
Statistical Analysis of Common Stock of Nepal SBI Bank


73Table 4.11: 

 HYPERLINK \l "_Toc9344513" 
MPS and DPS of Common Stocks of NABIL


74Table 4.12: 

 HYPERLINK \l "_Toc9344515" 
Statistical Analysis of Common Stock of NIBL


75Table 4.13: 

 HYPERLINK \l "_Toc9344517" 
Expected Return, S.D. and Coefficient of Variation of each Bank


76Table 4.14: 

 HYPERLINK \l "_Toc9344519" 
Market Capitalization of Selected Banks


78Table 4.15: 

 HYPERLINK \l "_Toc9344521" 
Realized Return, Expected Return, Standard Deviation and Coefficient of Variation of Market Index


79Table 4.16: 

 HYPERLINK \l "_Toc9344523" 
Summary of Risk and Return for SCBNL and Market


80Table 4.17: 

 HYPERLINK \l "_Toc9344525" 
Summary of Risk and Return for NABIL and Market


82Table 4.18: 

 HYPERLINK \l "_Toc9344527" 
Summary of Risk and Return of BOKL and Market


83Table 4.19: 

 HYPERLINK \l "_Toc9344529" 
Summary of Risk and Retur4n of HBL and Market


85Table 4.20: 

 HYPERLINK \l "_Toc9344531" 
Summary of Risk and Return for Nepal SBI Bank Ltd. and Market


86Table 4.21: 

 HYPERLINK \l "_Toc9344533" 
Summary of Risk and Return for NIBL and Market


88Table 4.22: 

 HYPERLINK \l "_Toc9344535" 
Summary of Risk and Return for Sample


89Table 4.23: 

 HYPERLINK \l "_Toc9344537" 
Calculation of Required Rate of Return (RRR), Expected Rate of Return (ERR) and Price Evaluation of each Stock by CAPM Model


90Table 4.24: 

 HYPERLINK \l "_Toc9344539" 
Average Return of Six Commercial banks


91Table 4.25: 

 HYPERLINK \l "_Toc9344541" 
Statistical Analysis of Common Stock of Six Commercial Banks


92Table 4.28: 

 HYPERLINK \l "_Toc9344543" 
Portfolio Return & Risk in each Two Assets






List of Figures
Page No.

28Figure 2.1: A security Characteristic Line


31Figure 2.2: 

 HYPERLINK \l "_Toc9344610" 
Portion of Risk on a Portfolio


34Figure 2.3: 

 HYPERLINK \l "_Toc9344612" 
The Security Market Line (SML)


63Diagram 4.1: 

 HYPERLINK \l "_Toc9344614" 
Year End Market Price Movement of the Common Stock of SCBNL


65Diagram 4.2: 

 HYPERLINK \l "_Toc9344616" 
Year End Market Price Movement of the Common Stock of NABIL


67Diagram 4.3: 

 HYPERLINK \l "_Toc9344618" 
Year End Market Price Movement of the Common Stock of BOKL


69Diagram 4.4: 

 HYPERLINK \l "_Toc9344620" 
Year End Market Price Movement of the Common Stock of HBL


71Diagram 4.5: 

 HYPERLINK \l "_Toc9344622" 
Year End Market Price Movement of the Common Stock of Nepal SBI Bank


73Diagram 4.6: 

 HYPERLINK \l "_Toc9344624" 
Year End Market Price Movement of the Common Stock of NIBL


76Diagram 4.7: 

 HYPERLINK \l "_Toc9344626" 
Year End Market Price Movement of the Common Stock of NIBL


77Figure 4.8: 

 HYPERLINK \l "_Toc9344628" 
Market Capitalization of Selected Banks






ABBREVIATIONS

JV

=
Joint Venture

AGM

=
Annual General Meeting

CAPM
=
Capital Assets Pricing Model

CS

=
Common Stock

CV

=
Coefficient of Variation

DPS

=
 Dividend per Share

EBL

=
 Everest Bank Limited

EMH

=
Efficient Market Hypothesis

EPS

=
Earning per Share

FY

=
Fiscal Year

HBL

=
Himalayan Bank Limited

HPR

=
Holding Period Return

JV

=
Joint Venture

MPS

=
Market Price of Share

NB Bank
=
Nepal Bangladesh Bank

NBL

=
Nepal Bank Limited

NEPSE
=
Nepal Stock Exchange

NRB

=
Nepal Rastra Bank

SBI Nepal
=
State Bank of India Nepal

SD

=
Standard Deviation

SML

=
Security Market Line

SR

=
Systematic Risk

TU

=
Tribhuwan University

USR

=
Unsystematic Risk


























i





ii





iii





v





iv





vi





vii





viii





ix





x








PAGE  
11

