INVESTMENT & LIQUIDITY MANAGEMENT OF
INSURANCE COMPANIESIN NEPAL

ATHESS

Submitted By
RITU SHRESTHA
St. Xavier College
MBS Roll No.:10153/ 6569
T.U. Registration NO.:7-2-421-49-2002
MBSII Year

Submitted to:

Office of the Dean
Faculty of Management
St. Xavier College

In partial fulfillment of the requirements for the Degree of

Masters of Business Studies (M. B. )

Maittighar, Kathmandu
June 2009



DECLARATION

| here by declare that the work reported in this thesis entitled
"Investment & Liquidity Management of |nsurance Companies in
Nepal" Submitted to St. Xavier College, Tribhuvan University is my
original work done isthe form of partial fulfillment fo the requirement of
the Master in Business Studies (MBS) under the supervision of Mr.

Shankar Thapa of St. Xavier college.

RITU SHRESTHA

St. Xavier College
T.U Reg. No. 7-2-421-49-2002



ACKNOWLEDGEMENT

This thesis entitled " Investment & Liquidity Management of
Insurance Companied in Nepal” is prepared in the fulfillment of the
requirements for the Masters degree of MBS program. It is the Result of
cooperation and support of many people.

| would like to express my immense gratitude to the campus library
and the lecturers for providing me all the relevant data and information
required for the study and aso the Library of Tribhuvan University for
making available all the important research materials to complete this
thesis.

Most importantly, | would like to express my sincere thanks to my
thesis supervisor and the Head of Research Department Dr. Shankar
Thapa for providing suggestion and guidance for preparing this study.
His precious time has certainly helped me in giving the meaning to my
research work.

| would also like to express my appreciation to My friends who has
helped me on finishing this thesis and staffs of the Himalayan General
Insurance, United Insurance, Premiere Insurance, Everest Insurance and
Neco Insurance Company Ltd. for providing important data and
documents for this thesis work.

RITU SHRESTHA
St. Xavier College

TU Reg No: 7-2-421-49-2002



TABLE OF CONTENTS

a) Viva Voce Sheet
b) Recommendation
c) Declaration

d) Acknowledgement
e) Table of Contents
f) Abbreviations Used
g) Listof Tables

h) List of Figures

Chapter |: Introduction

1.1 Background of the Study
1.2 Statement of the Problem
1.3 Objectives of the Study
1.4 Scope of the Study

1.5 Limitations of the Study
1.6 Organization of the Study

Chapter 11: Review of Literature

2.1 Theoretical Review
2.1.1 Investment
2.1.2 Liquidity
2.2 Principle of Insurance
2.2.1 Principle of Co- Operation
2.2.2 Principle of Probability
2.3 Insurance Contract
2.3.1 Offer and Acceptance
2.3.2 Free Consent
2.3.3 Legd Consideration
2.3.4 Competent Party
2.3.5 Lawful Object
2.3.6 Insurable Interest
2.3.7 Utmost Good Faith

2.4 Classification of Insurance Contract

i
o

O~N~NO OB

10-29

10
14
16
16
17
18
18
19
19
19
20
20
20
20



2.4.1 Utmost Good Faith 21

2.4.2 Life Insurance Contract 21
2.5 Review of Related Studies 22
2.5.1 Historical Background and Recent Growth
Of Insurance In Nepal 22
2.5.2 Problem of Insurance in Nepal 23
2.5.2.1 Limited Market 23
2.5.2.2 Lack of Insurance Awareness 23
2.5.2.3 Lack of Expertise 23
2.5.2.4 Lack of Compulsory Insurance 24
2.5.2.5 Low Purchasing Power 24
2.5.2.6 Lack of Re- Insurance Company 24
2.5.2.7 Low Return 24
2.5.2.8 Unhealthy Competition among Insurance
Companies 24
2.5.2.9 Complicated Claim Procedure & Slow
Settlement 24
2.5.2.10 Vague Rules and Regulation 25
2.5.3 Legidation and Regulation relating to insurance
Activitiesin Nepal 25
2.5.3.1 Lega Provision with regardsto Insurer 25
2.5.3.2 Lega Provision with regards to insurance
Agent 25
2.5.3.3 Lega Provision with regards to insurance
Surveyor 26
2.5.3.4 Lega Provision with regards to insurance
Claims 26
2.6 The Development of Insurance 26
2.7 Review of Previous Study 29
Chapter 111: Research Methodology 31-106
3.1 Research Design 31
3.2 Data Collection 32
3.3 Population & Sampling 32
3.4 Method of Analysis 32
3.5 Data Analysis Tools 33

3.5.1 Ratio Analysis 33



3.5.2 Trend Analysis 35
3.5.3 Correlation co-efficient 36

Chapter 1V: Data Presentation and Analysis

4.1 Total Investment 38
4.2 Investment to Total Assets 48
4.3 Profitability Ratio 62
4.4 Liquidity Ratio 76
4.5 Trend Analysis of Net Profit 88
4.6 Correlation Co- efficient Analysis 99
4.7 Magor Findings of the Study 106

Chapter V: Summary, Conclusion and Recommendations 109-112

5.1 Summary 109
5.2 Conclusion 110
5.3 Recommendations 112
Bibliography 114
Thesis 115
Appendix-I 117
Appendix-11 118
Appendix-111 119
Appendix-1V 120
Appendix-V 121
Appendix-VI 122
Appendix- VI 123
Appendix-VII1 124
Appendix-1 X 125
Appendix-X 126
Appendix-XI 127
Appendix-XI | 128
Appendix-XI11 129
Appendix-XIV 130
Appendix-XV 131
Appendix-XVI 132

Appendix-XVI | 133



Appendix-XVI11
Appendix-XI X
Appendix-XX
Appendix-XXI

134
135
136
137



