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ABSTRACT

This paper explore the effect  of  financial performance of Nepal commercial bank(withreference

to NBL and EBL) Banking sector is the backbone for the economic development to developing

country like Nepal which collects the small unit of amount to huge and accelerates them to

productive sector. Banking sector play an importance role in sustaining financing markets and

has a significant impact on the success of economy. Sound finance health of a bank is the

guarantee not only to its depositors but is equally significant for the shareholder, employees and

whole economy as well.

The objective of this study was to find to evaluate and analysis the financial performance of

these two banks i.e. NBL and EBL and to recommend the suitable suggestion for   improvement.

To examine the activity of NBL and EBL banks.Analyze the profitability, performance   of

NBL and EBL banks.To explore the impact   of   liquidity, leverage, activities on profitability of

NBL and   EBL banks.They give greater contribution to GDP too. The production of finance and

real–estate sub sector is increasingly comparatively.The research is basically the comparative

evaluation of financial performance between Everest Bank Limited and Nepal Bank Limited.

Descriptive approach has been are used to evaluate the financial performance of the bank.  This

study based on secondary data. Secondary data have been collected from their respective annual

report especially from profit and loss account, balance sheet and other publications made by the

banks. Also some data has been gathered from Nepal Stock Exchange’s Website. Similarly,

articles, journals related to the financial performance study, previous research report etc., have

also taken into account while collecting information. At present there are 28 commercial banks

operating in Nepal under the guidance of Nepal Rastra Bank. For the purpose of convenience

only, two commercial banks viz. Nepal Bank Ltd and Everest Bank Ltd. have been taken as

sample of this study and rest of the commercial banks are considered as population. The study

found that, there is no significant means different of profitability among of peer bank group in

term of ROA,



TABLE OF CONTENTS

Title page i

Certificate of authorship ii

Recommendation Letter iii

Approval sheet iv

Acknowledgements v

Table of Contents vi

List of Tables ix

List of Figures x

Abbreviations xi

Abstracts xii

CHAPTER - I: INTRODUCTION

1.1 Background of Study 1

1.2 Role of commercial banks in economic development

1.3 Statement of the Problems

3

5

1.4     Purpose of the study 7

1.5  Need of the Study 7

1.6 Significance of the study 7

1.7 limitations  of the Study 8

1.8 Organization of the Study 9

CHAPTER- II: REVIEW OF LITERATURE

2.1 Conceptual Review

2.1.2 Anticipated Income Theory

10

11



2.1.3 Suitability Theory

2.1.4 Commercial Loan Theory

2.2 Review of Related Studies 2.2.2 Review Article in

the National Context

2.2.3 Review of Theses

2.3 Research Gap

11

12

13

22

24

26

CHAPTER–III: RESEARCH METHODOLOGY

3.1 Research Design 27

3.2 Populations and Sample 27

3.3 Sources of Data 27

3.3.1 Data Collection Procedure 28

3.4 Method of Data Analysis 28

3.4.1 Financial Tools 33

3.4.2 Statistical Tools 34

3.4.3.   Trend analysis 36

.3.4.4 Least Square Linear Trend 36

CHAPTER-IV: RESULT AND DISCUSSION

4.1 Ratio analysis 52

I ) Liquidity Ratio 53

a)   Current assets to currant liability 38

b)   Cash and bank balance to total deposit 40

II ) Leverage ratio

57

a) Debt to equity 42 60

b ) Debt to assets 44 63

III) Activity ratio 67

a) Loan and advance to total deposit 46 70

b) Total investment to total deposit 48 75

IV)  Profitability ratio 75

a) Net profit to total assets 51 76



b) Net profit to total deposit 52 77

4.2Correlation analysis 54

4.3 Least Square Liner Trend Analysis 56

4.4 Major Findings 58



CHAPTER-V: SUMMARY, CONCLUSION AND IMPLICATION

5.1 Summa 62 105

5.2  Conclusion 65 107

5.3  Implication 67 109

References

Annexes



LIST OF TABLE

Table No                        Title

4.1          current assets to current liabilities ratio 39

4.2         Cash and bank balance to current deposit ratio 41

4.3          Debt to equity ratio 43

4.4           Debt to assets ratio 45

4.5 Loan and advance to total deposit ratio 47

4.6           Investment to total deposit ratio 49

4.7          Net profit to total assets   ratio 51

4.8         Net profit to total deposit   ratio 53



LIST OF FIGURES

Figure   4.1    current assets to current liabilities 40

Figure   4.2    Cash and bank balance to total deposit 42

Figure    4.3Debt to equity 44

Figure   4.4 Debt to assets 46

Figure4.5 Loan and advance to total deposit 48

Figure 4.6Investment to total deposit 50

Figure   4.7 Net profit total asset 52

Figure    4.8Net profit to deposits 54

Figure4.9 Least square linear trend of net worth to deposit 57

Figure    4.10 Least square linear trend of investment to deposit 58



ABBREVIATIONS

6*PEr : Six times of the probable error

A.D. : Anno Domini

a/c : Account

ANOVA : Analysis of Variance

B.S. : Bigram Sambat

C.V. : Coefficient of variation

C.V. : Co-efficient of Variance

CA :          Current Assets

CL :          Current Liabilities

GDP : Gross Domestic Product

J/V : Joint Venture Bank

JVB : Joint Venture Bank

NABIL : Nepal Arab Bank Ltd.

NBL :          Nepal  Bank Ltd.

NEPSE : Nepal Stock Exchange

NGBL : Nepal Grindlays Bank Ltd.


