INVESTORS’ AWARENESS IN THE SECURITIES
MARKET IN NEPAL

By
UMESH LAMSAL

Shanker Dev Campus

Campus Roll No.: 794/063
T.U. Regd. No.: 7-1-242-480-97

2" Year Exam Symbol No.: 392630

A Thesis Submitted to:
Office of the Dean
Faculty of Management

Tribhuvan University

In partial fulfillment of the requirement for the degree of

Master of Business Studies (MBS)

Kathmandu, Nepal
May 2011



RECOMMENDATION
This is to certify that the thesis

Submitted by:
UMESH LAMSAL

Entitled:

INVESTORS’ AWARENESS IN THE SECURITIES

MARKET IN NEPAL

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

the Faculty of Management. This thesis is forwarded for examination.

Asso. Prof. Achyut Raj Bhattarai Prof. Bishweshor Man Shrestha  Prof. Dr. Kamal Deep Dhakal

(Thesis Supervisor) (Head, Research Department) (Campus Chief)

Kiran Thapa

(Thesis Supervisor)



VIVA-VOCE SHEET

We have conducted the viva —voce of the thesis presented

by:

UMESH LAMSAL

Entitled:

INVESTORS’ AWARENESS IN THE SECURITIES

MARKET IN NEPAL

And found the thesis to be the original work of the student and written
according to the prescribed format. We recommend the thesis to be
accepted as partial fulfillment of the requirement for the degree of

Master of Business Studies (MBYS)

Viva-Voce Committee

Head, Research Department e,

Member (Thesis Supervisor)

Member (Thesis Supervisor)

Member (External Expert)



DECLARATION

| hereby declare that the work reported in this thesis entitled “Investors’ Awareness in the
Securities Market in Nepal” submitted to Office of the Dean, 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 Studies (MBS) under the supervision of

Asso. Prof. Achyut Raj Bhattarai and Kiran Thapa of Shanker Dev Campus, T.U.

Umesh Lamsal
Shanker Dev Campus

Campus Roll No.: 794/063
T.U. Regd. No.: 7-1-242-480-97

2" Year Exam Symbol No.: 392630



ACKNOWLEDGEMENT

This is such a mind-blowing opportunities for the MBS students, which has been
provided by T.U. Asfor asthesisis concerned, it really increases the knowledge of the
students in the course of analysisin their respective work. It helps the students to show

their capacity as well as practica experience for future works.

| attempt to prepare a thesis based "Investors awareness in the securities market in
Nepa". | would not have accomplished this thesis without the help of severa hands.
Though the thanks would be insufficient for them. However | would like to express my

heartful gratitude to al those respondents for their help and support.

To prepare this thesis the regular inspiration has been provided by my thess
supervisors Associate Professor Achyut Raj Bhattarai and Kiran Thapa, lecturer of
Shanker Dev Campus, who gave me the vauable time and suggestion for preparation
of my thesis. The co-operation and co- ordination in providing information and data by
the staff of Security Board of Nepal, Nepa Stock Exchange, Nepa Rastra Bank,
Brokers office and Investors can not be overlooked. In addition, | am grateful to library

of Shanker Dev Campus.

| would like to express my hearties gratitude to my parents, family and beloved friends
too. Special thanks would go toward Mr. Ganesh khanal who supported me to
accomplish this thesisin whatever way it is possible. My friend Mr. Ramhari Boharais

also the necessary factors for my thesis.

Umesh Lamsal



TABLE OF CONTENTS

Recommendation
VivaVoce Sheet
Declaration
Acknowledgement
Table of Contents

List of Tables

List Figures

Abbreviations

CHAPTER - | INTRODUCTION
1.1 Background of the Study

1.2 Statement of the Problem

1.3 Objectives of the Study

1.4 Significance of the Study
1.5 Limitation of the Study
1.6 Organization of the Study

CHAPTER -1 REVIEW OF LITERATURE
2.1 Conceptual Framework
2.1.1 Investment
2.1.2 Investment Process
2.1.3 Investment Decisions
2.1.4 Investment Risk and Return
2.1.4.1 Investment Risk
2.1.4.2 Investment Return

Page No.

ORI =2 T L I N

11
12
13
13
13

2.1.5 Factorsto consider in choosing among Investment Alternatives 14

2.1.6 Sources of Investment Risk
2.1.7 Investment Alternatives
2.1.8 Financial Markets

2.1.8.1 Money Market

15
17
18
19



2.1.8.2 Capital Market
2.1.9 Characteristics of Different Secondary Markets
2.1.10 Inter Relationship between Primary Market and
Secondary Market
2.1.11 Types of Investors
2.1.12 Factors to be considered before Investing in Securities
2.1.13 Need of Securities Market to the Less Developed Countries
2.1.14 Benefits of the securities Market
2.1.15 Regulation of Securities Market
2.1.16 Costs and Environmental Requirements of the Securities
Market Devel opment
2.1.17 Role and Significance of Securities Markets in the Economy
2.1.18 Government Securities
2.2 Reviews of Articles
2.2.1 Reviews of Articlesin International Perspective
2.2.2 Reviews of Articlesin Nepalese Perspective
2.3 Review of Previous Thesis

2.4 Research Gap

CHAPTER-I1Il  RESEARCH METHODOLOGY
3.1 Research Design
3.2 Sources of Data
3.3 Population and Sample
3.4 Analysis and Presentation of Data
3.5 Toolsfor Analysis
3.5.1 Financia Tools
3.5.1.1 Qualitative Analysis
3.5.1.2 Market Price of Stock
3.5.1.3 Expected Return of Common Stock
3.5.1.4 Return of Common Stock Investment
3.5.1.5 Required Rate of Return

19
22

23
24
25
28
30
31

33

36
38
38
40
42
49

Y
52
52
53
53
53
53
53

g L



3.5.1.6 Beta Coefficient 54

3.5.1.7 Calculation of Risk Free Rate of Return 55
3.5.2 Statistical Tools 55
3.5.2.1 Percentage Analysis 55
3.5.2.2 Standard Deviation 55
3.5.2.3 Variance of Stock 56
3.5.2.4 Coefficient of Variance (CV) 56
3.5.2.5 Covariance 56
3.5.2.6 Correlation 56

CHAPTER -1V PRESENTATION AND ANALYSISOF DATA

4.1 Presentation and Analysis of Secondary Data 58
4.1.1 Price Analysis 58
4.1.2 Annual Trend Analysis 61
4.1.3 Monthly Trend Analysis 62

4.2 Presentation and Analysis of Primary Data 63

4.3 Mgjor Finding of the Study 81
4.3.1 Mgor Finding of the Secondary Data 81
4.3.2 Mgor Finding of the Primary Data 81

CHAPTER-V SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 Summary 83
5.2 Conclusion 85
5.3 Recommendations 86
Bibliography

Appendices



LIST OF TABLES

Table No. Title

3.1
4.1
4.2

4.3
4.4
4.5
4.6
4.7

4.8
4.9
4.10
411

4.12
4.13
4.14
4.15
4.16
4.17
4.18
4.19
4.20
4.21

Samples Companies

Status of the Stock of Company

Summary of the Status of the Market Price of the

Shares of the Sample Companies

Annual Trend Analysis from Year 1993/94 to 2009/10
NEPSE Index of Different Months during the Y ear 2009/10
Frequently Watching the Share

On the View of investors in the trading procedure in NEPSE
Opinions of Investor's Timely Information about the

Nepal ese Securities Market

On the view of investors decision about the share investment
On the view of investorsin consultancy of professionals
On the view of investorsin risk and return factor

Opinions of investors investing in shares

to consider the Share Market

Opinions of investors in financial health of Company

On the View of Investorsin Suggestion of Brokers
Opinions of Diversification of Shares

Under the View of Information of Securities Sources

On the View of Investors Satisfied with the Return
Opinions of Government Rules and Regulations

On the View of Investors Invest in Securities

On the View of Investors Participate in the AGM

Under the View of Investors Analysis the Different Techniques

Types of Techniques Under the View of Investors

Page No.
52
59

60
61
63

65

66
67
68
69

70
71
72
73
74
75
76
77
78
79
80



LIST OF FIGURES

Figure No. Title

4.1
4.2
4.3
4.4
4.5
4.6

4.7

4.8

4.9

4.10
411
4.12
4.13
4.14
4.15
4.16
4.17
4.18
4.19

Annual Trend Analysis

Monthly Trend Analysis

Frequently Watch the Share Price

Trading Procedure in NEPSE

Timely Information of Nepalese Securities Market
Role of Whim and Rumour influencing the decision of
investors in share investment

Consultancy of Professionals

Analysis of Investorsin Risk and Return Factor
Investors investing in shares to consider the Share Market
Financial Health of Company

Suggestion of Brokers

Diversification of Shares

Analysis of Information of Securities Sources
Investors Satisfied with the Return

Government Rules and Regulations

Analysis Investors Invest in Securities

Participate in the AGM

Analysis of Different Techniques

Types of Techniques

Page No.
62
63

65
66

67
68
69

71
72
73
74
75
76
77
78
79
80



ABBREVIATIONS

& : And

AlC ; Account

AGM : Annua General Meseting

ATP : After tax profit

B/S : Balance Sheet

BOD ; Board of directors

CDS ; Central Depository System
CRO : Companies Registrar’s Office
DR ) Doctor

EAT : Earning After Tax

EPS ; Earning per Share

ESP : Especidly

FIG : Figure

GDP ; Gross Domestic Product

I.e. : That is

IMF : International Monetary Fund
IPO : Initial Public Offering
NEPSE ; Nepal Stock Exchange Ltd
NRB ; Nepal Ratra Bank

NY SE : New Y ork Stock Exchange
oTC : Over the Counter

P. ; Page Number

P/L : Profit and Loss

P\E : Profit Earning

Rs. : Rupees

SEBON ; Securities Board of Nepal
SEC ; Security Exchange Center
SML : Security Market Line

T.U. : Tribhuvan University



