CAMEL Analysis of Selected Commercial Banks

(With Reference to NIC Bank and Kumari Bank Limited)
A Thesis 
Submitted by:

Anju Manandhar

Campus Roll No.: 1132/064
T.U. Regd. No. : 7-2-20 -605-2004 

Exam Roll No. :-250015/066
Nepal Commerce Campus

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)
New Baneshwor, Kathmandu
September, 2012

RECOMMENDATION

This is to certify that the Thesis 
Submitted by:
Anju Manandhar

Entitled:
CAMEL Analysis of Selected Commercial Banks

(With Reference to NIC Bank and Kumari Bank Limited)
has been prepared as approved by this Department in the prescribed format of the
faculty of management. This thesis is forwarded for examination.

…………….……………
…….………………..


(Associate Prof. Dr. Sushil Bhakta Mathema) 
(Associate Prof. Keshab Nath Wagle)


Head of Research Department
Thesis Supervisor 

………..………………………
(Mr. Madhav Prasad Neupane)

Campus Chief

Date: ______________

VIVA VOCE SHEET

We have conducted the viva voce examination of the thesis presented by
Anju Manandhar

Entitled:
CAMEL Analysis of Selected Commercial Banks

(With Reference to NIC Bank and Kumari Bank Limited)
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 Master Degree of Business Studies (M.B.S.)
Viva-Voce Committee
Head, Research Department

…………………..
Member (Thesis Supervisor)

……………………
Member (External Expert) 


……………………
Date: ……………………….
DECLARATION
I hereby declare that the work reported in this thesis entitled CAMEL Analysis of Selected Commercial Banks (With Reference to NIC Bank and Kumari Bank Limited) submitted to Research Department of Nepal Commerce Campus, Minbhawan, Faculty of Management, Tribhuvan University, is my original work done is the form of partial fulfillment of the requirement for the degree of Masters of Business Studies under the supervision of Associate Prof. Keshab Nath Wagle, of Nepal Commerce Campus, T.U.
Date:……………….




Anju Manandhar

Campus Roll No.: 1132/064
T.U. Regd. No. : 7-2-20 -605-2004 

Exam Roll No. :-250015/066
Nepal Commerce Campus

Acknowledgements
My deep gratitude goes to my respected supervisor Associate Prof. Keshab Nath Wagle, and Associate Prof. Dr. Sushil Bhakta Mathema, Head of Research Department of Nepal Commerce Campus, T.U. for their valuable suggestion and encouragement without which this work would not have been completed. I also extend my sincere gratitude to Associate Prof. Dr. Madhav Neupane, Campus Chief, Nepal commerce Campus, T.U. whose precise guidance made my mind research oriented. 

I would also like to express my thanks to library staffs for their kind cooperation, help and encouragement on writing this dissertation.

I found myself indebted to Mr. Kishor Hakuduwal, Mrs.  Indra Laxmi Twayana, Mr. Nabin Manandhar, Mr. Amit Manandhar and, Mrs. Kamal Keshari Kharbuja, for their valuable helps and suggestions in course of preparation of this thesis. My special thanks also go to Mr. Tulsi Narayan Chhwaju for computer setting. 

I would like to pay my gratitude to all the staff of NIC and KBL without whose help this thesis would not have been completed. I also wish to appreciate all those who encouraged me to write this thesis.

Date: ………………




               Anju Manandhar

Nepal Commerce Campus

Table of Contents
Page

Viva Voce Sheet 

Recommendation 

Declaration 

Acknowledgements 

Abbreviations 
Table of Contents 

List of Tables 

List of Figures 

Chapter- I
INTRODUCTION 
1-13

1.1
Background of the Study 
1


1.1.1
Concept of Commercial Bank 
2


1.1.2
Functions of Commercial Banks 
4
1.2
Profile of the Selected Banks
6


1.2.1
Nepal Industrial & Commercial Bank Limited (NIC) 
6


1.2.2
Kumari Bank Limited (KBL) 
7

1.3
Statement of the Problems 
8
1.4
Objectives of the Study 
9
1.5
Significance of the Study 
10
1.6
Limitations of the Study 
10
1.7
Organization of the Study 
10
Chapter-II
REVIEW OF LITERATURE 
12-34
2.1
Introduction 

12
2.2
Theoretical Review 
12

2.2.1
Composite of Ratings 
16

2.2.2
CAMEL'S Components Ratio
16
2.3
Review of NRB's Directives 
20

2.3.1
Provision for Credit to the Priority Sector 
21

2.3.2
Provision for Investment in the Deprived Sector 
21 

2.3.3
Provision for the Single Borrower Credit Limit 
22 


2.3.4
Provision Regarding Capital Fund 
22 

2.3.5
Provision for Cash Reserve Requirement Ratio 
23

2.3.6
Loan Loss Provision 
23 

2.3.7
Interest Spread Rate 
24
2.4
Review of Related Studies 
24

2.4.1
Review of Journals and Articles 
24


2.4.2
Review of Previous Thesis 
29

2.5
Research Gap 

34
Chapter-III
RESEARCH METHODOLOGY 
35-42
3.1
Introduction 

35
3.2
Research Design 
35
3.3
Population and Samples 
35
3.4
Periods Covered 
36
3.5
Data Collection Procedure 
36
3.6
Data Analysis Tools and Methods 
36

3.6.1
Financial ratio analysis tools 
36


3.6.1.1
Capital Adequacy Ratio 
37


3.6.1.2
Assets Quality 
37


3.6.1.3
Management Efficiency 
39


3.6.1.4
Earning Quality 
40


3.6.1.5
Liquidity 
41
Chapter-IV 

DATA PRESENTATION AND ANALYSIS 
43-75

4.1
Analysis of CAMEL Components 
43

4.1.1
Capital Adequacy 
43


4.1.1.1
Capital Adequacy Ratio 
44


4.1.1.2
Core Capital Ratio 
46

4.1.2
Assets Quality 
49


4.1.2.1
Non-Performing loan Ratio 
49


4.1.2.2
Loan Loss Coverage Ratio 
51


4.1.2.3
Loan Loss Provision Ratio 
54

4.1.3
Management Efficiency 
56

4.1.4
Earnings 
59


4.1.4.1
Earning per Shares 
60


4.1.4.2
Return on Equity 
62


4.1.4.3Return on Assets 
64

4.1.5
Liquidity 
66


4.1.5.1
Cash & Bank Balance Ratio 
67


4.1.5.2
Investment in Government Security Ratio 
69
4.2
Year wise CAMEL Analysis at a glance 
71

4.3
Major Findings 
73
Chapter-V
SUMMARY, CONCLUSION AND RECOMMENDATIONS 
76-79
5.1
Summary 

76
5.2
Conclusion 

76
5.3
Recommendations 
78
Bibliography 

Appendices 
List of Tables
Table
Page
1.1
List of licensed Commercial Banks in Nepal 
3
2.1
Provision for Credit to the priority sector 
21
2.2
Provision Regarding Capital Fund 
23
2.3
Provision for Cash Reserve Requirement Ratio 
23
2.4
Loan Loss Provision 
24
3.1
Classification of Loan 
38
4.1
Capital Adequacy Ratio 
45
4.2
Core Capital Ratio 
47
4.3
Non-Performing Loan Ratio 
50
4.4
Loan Loss Cover age Ratio 
52
4.5
Loan Loss Provision Ratio 
55
4.6
Management Efficiency Ratio 
57
4.7
Earning per Shares 
60
4.8
Return on Equity 
62
4.9
Return on Assets 
65
4.10
Cash & Bank Balance Ratio 
67
4.11
Investment in Government Security Ratio 
69
4.12
CAMEL Analysis of NIC 
71
4.13
CAMEL Analysis of KBL 
72
List of Figures
Figure
Page
4.1
Year wise Multiple Bar Diagram of Capital Adequacy Ratio 
45
4.2
Trend Line of Capital Adequacy Ratio 
46
4.3
Year wise Multiple Bar Diagram of Core Capital Ratio 
47
4.4
Trend Line of Core Capital Ratio 
48
4.5
Year wise Multiple Bar Diagram of Non-Performing Loan Ratio 
50
4.6
Trend Line of Non-Performing Loan Ratio 
51
4.7
Year wise Multiple Bar Diagram of Loan Loss Coverage Ratio 
53
4.8
Trend Line of Loan Loss Cover age Ratio 
53
4.9
Year wise Multiple Bar Diagram of Loan Loss Provision Ratio 
55
4.10
Trend Line of Loan Loss Provision Ratio 
56
4.11
Year wise Multiple Bar Diagram of Management Efficiency Ratio 
58
4.12
Trend Line of Management Efficiency Ratio 
59
4.13
Year wise Multiple Bar Diagram of Earning per Shares 
61
4.14
Trend Line of Earning per Shares 
61
4.15
Year wise Multiple Bar Diagram of Return on Equity 
63
4.16
Trend Line of Return on Equity 
63
4.17
Year wise Multiple Bar Diagram of Return on Assets 
65
4.18
Trend Line of Return on Assets 
66
4.19
Year wise Multiple Bar Diagram of Cash & Bank Balance Ratio 
68
4.20
Trend Line of Cash & Bank Balance Ratio 
68
4.21
Year wise Multiple Bar Diagram of Investment in Government Security Ratio 
70
4.22
Trend Line of Investment in Government Security Ratio 
70
Abbreviations

A. D.
: 
Anno Domini 

CAR
: 
Capital Adequacy Ratio


CBBR
: 
Cash and Bank Balance Ratio

CCR
: 
Core Capital Ratio


CRR
: 
Cash Reserve Ratio


EPS
: 
Earning Per Share


FI
: 
Financial Institution


FRS
: 
Federal Reserve System


FY
: 
Fiscal Year


IFC 
: 
International Finance Corporation


IGSR
: 
Investment in Government Securities Ratio


LLCR
: 
Loan Loss Coverage Ratio


LLPR
 : 
Loan Loss Provision Ratio


ME
: 
Management Efficiency


MER
: 
Management Efficiency Ratio


NGO
: 
Non-Government Organization


NPLR
: 
Non Performing Loan Ratio


NRB
: 
Nepal Rastra Bank


POS
: 
Point of Sale


ROA
 : 
Return on Assets


ROE 
: 
Return on Equity


TQM
: 
Total Quality Management


JSC 
:
Jordan securities commission 

