
IMPACT OF CAMEL ON FINANCIAL
PERFORMANCE OF COMMERCIAL BANKS

(A COMPARATIVE STUDY BETWEEN NABIL AND
NEPAL INVESTMENT BANK LIMITED)

A THESIS

Submitted By:

SANTOSH THAPA

NEPAL COMMERCE CAMPUS

T.U. REG. NO: 7-2-503-116-2005

CAMPUS ROLL NO.:597/065

Symbol No: 250530/067

Submitted To:
Office of the Dean

Faculty of Management
Tribhuvan University

“in partial fulfillment of requirements for the degree of
Master of Business Studies"

KATHMANDU
AUGUST, 2014



RECOMMENDATION

This is to certify that the thesis

Submitted by

Santosh Thapa

Entitled

IMPACT OF CAMEL ON FINANCIAL PERFORMANCE OF
COMMERCIAL BANKS

(A Comparative Study between NABIL & NIBL)

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

Faculty of Management, Tribhuvan University. We recommend this thesis

forwarded for examination.

…………………….. …………………………………….

Prof. Dr. Sushil Bhakta Mathema Jyoti Pandey

Head of Department & Campus Chief

Thesis Supervisor

________________

Gyanendra Bikram Shah

Thesis Supervisor

Date : ___________________



VIVA- VOCE SHEET

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

Santosh Thapa

Entitled

IMPACT OF CAMEL ON FINANCIAL PERFORMANCE OF COMMERCIAL
BANKS

(A Comparative study of NABIL and NIBL)

and found the thesis to be the original work of the student and written according to
the prescribed format of Faculty of Management, Tribhuvan University. We

recommended the thesis to be accepted as partial fulfillment of the requirements for
Master’s Degree in Business Studies (M.B.S).

Viva-Voce Committee

Head of Research Department: …………………………………………..

Member (Thesis Supervisor): …………………………………………..

Member (External Expert): …………………………………………..

Date :         ………………………………



DECLARATION

I hereby declare that the work reported in this thesis entitled “Impact of Camel

on Financial Performance of Commercial Banks (A Comparative Study Between

NABIL and NIBL)” submitted to Nepal Commerce Campus, Kathmandu, Faculty of

Management. Tribhuvan University is my original work done in the form of partial

fulfillment of the requirement from the Masters Degree in Business Studies (M.B.S) under

the supervision of Prof. Dr. Sushil Bhakta Mathema and Gyanendra Bikram Shah of

Nepal Commerce Campus, Kathmandu, and Tribhuvan University.

Santosh Thapa

Researcher

Tribhuvan University

T.U. Regd. No:7-2-503-116-2005

Date : ………………………….



ACKNOWLEDGEMENT

This is as a great endeavor has been success to come on the present form with the help of

great and continuous supervision of Gyanendra Bikram Shah, lecture of Nepal Commerce

Campus, Kathmandu. So, each and every word is deficit to acknowledge him for his continuous

supervision, kind guidance, great encouragement and valuable co-operation during the course of

preparing this dissertation. Further, I can’t remain thanking to Prof. Dr. Sushil Bhakta

Mathema, head of research department of Nepal Commerce Campus, Kathmandu for his

valuable suggestion and encouragement.

I must express great compliments to the library staffs of Nepal Commerce Campus,

Kathmandu for their great helps as providing me opportunities to refer various books and

dissertation of Master Level. This research study would not be fruitful without their valuable

help.

I would like to take this opportunity to express my friends Nishchal, Niship, Dipendra,

Suman, Shantu, Sujeet and my family members because their direct and indirect help,

inspirations, suggestions have also played a respected role to materialize this thesis at the present

form.

Santosh Thapa

(Researcher)



TABLE OF CONTENTS
Recommendation
Viva-Voce sheet
Declaration
Acknowledgement
Table of Contents
List of Tables
List of Figures
List of Abbreviations

CHAPTER- I

INTRODUCTION
Page No:

1.1 Background of the study 1
1.2 Profile of Banks 3
1.3 Focus of Study 5
1.4 Statement of Problem 5
1.5 Objectives of Study 7
1.6 Limitation of the study 7
1.7 Organization of the study 8

CHAPTER- II

REVIEW OF LITERATURE
2.1 Role of the Bank 10

2.1.1 Classification of the Banks 10
2.1.2 Private Commercial Banks in Nepal 10
2.1.3 Functions of Commercial Banks 11

2.2 Concept of “CAMELS” Bank Rating System 13
2.2.1 Significance of CAMEL Analysis 14

2.2.1.1 Useful in financial position analysis 14
2.2.1.2 Useful in comparison of performance 14
2.2.1.3 Useful in forecasting purpose 15
2.2.1.4 Useful in communication 15
2.2.1.5 Useful for Decision making in classification

Of Ratio 15
2.2.2 Financial Performance Analysis Bank 16



2.2.3 Technique of Financial Analysis 18
2.2.4 Camels Components 18

2.2.4.1 Capital Adequacy 18
2.2.4.2 Assets Quality 24
2.2.4.3 Management Quality 28
2.2.4.4 Earning Quality 31
2.2.4.5 Liquidity 34

2.3 Review of Bank and Financial Institutions Act 2063 41
2.4 Review of Journal /Articles 43
2.5 Reviews of Thesis 45
2.6 Research Gap 46

CHAPTER- III
RESEARCH METHODOLOGY

3.1 Research Design 48
3.2 Population and Sample 48
3.3 Sources of Data 49
3.4 Data Processing Process 49
3.5 Methods of Analysis 49

3.5.1 Financial Tools 50
3.5.2 Statistical Tools 52

3.5.2.1 Coefficient of correlation 52
3.5.2.2 Probable Error 53
3.5.2.3 Mean, Standard deviation & coefficient

Of Variation 54

CHAPTER- IV

DATA PRESENATATION AND ANALYSIS
4.1 Concept of Camel Bank Rating System 56

4.1.1 Capital Adequacy 59
4.1.1.1 Capital Adequacy Ratio 60
4.1.1.2 Core Capital Ratio 62

4.1.2 Assets Quality 64
4.1.2.1 Loan Loss Provision Ratio 65
4.1.2.2 Loan Loss Coverage Ratio 67
4.1.2.3 Non Performing Loan Ratio 69

4.1.3 Management Quality 71
4.1.3.1 Earning per Employee in Rupees 72



4.1.3.2 Total Operating Expenses to
Total Operating Income 74

4.1.4 Earning Capability 76
4.1.4.1 Return on Assets 77
4.1.4.2 Return on Net Worth 78
4.1.4.3 Earning per Share 80

4.1.5 Liquidity 82
4.1.5.1 Cash Reserve Ratio 82
4.1.5.2 Cash and Bank Balance Ratio 84
4.1.5.3 Investment in Government Securities 86

4.2 Correlation Analysis 88
4.2.1 Correlation between Loan Loss Provision and

Total Loans 89
4.2.2 Correlation between Loan Loss Provision and

Non Performing Loan 90
4.2.3 Correlation between Loans and Advance and

Net Profit 91
4.2.4 Correlation between Performing Assets and

Net Profit 92
4.2.5 Correlation between Total Deposit and

Performing Assets 92
4.2.6 Correlation between EPS and MVPS 93
4.2.7 Correlation between MPS and NWPS 94

4.3 Trend Analysis 94
4.3.1 Trend Analysis of Total Deposit 95
4.3.2 Trend Analysis of Loans and Advances 95
4.3.3 Trend Analysis of Performing Assets 96
4.3.4 Trend Analysis of Net Worth 97
4.3.5 Trend Analysis of Net Profit 97

4.4 Major Findings 98

CHAPTER- V

SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1 Summary 103
5.2 Conclusions 104
5.3 Recommendations 107

BIBLIOGRAPHY
APPENDIX



LIST OF TABLES

Table No: Title Page No:
4.1 Capital Adequacy Ratio 60
4.2 Core Capital Ratio 63
4.3 Loan Loss Provision Ratio 66
4.4 Loan Loss Coverage Ratio 68
4.5 Non Performing Loan Ratio 70
4.6 Earning Per Employee in Rupees 72
4.7 Total Operating Expenses to 75

Total Operating Income
4.8 Return on Assets 77
4.9 Return on Net Worth 79
4.10 Earning per Share 81
4.11 Cash Reserve Ratio 83
4.12 Cash and Bank Balance 85
4.13 Investment in Government Securities 87
4.14 Correlation Coefficient and Probable Error 90

Between Loan Loss Provision and Total Loan
4.15 Correlation Coefficient and Probable Error 90

Between Total Deposits and Net Profit
4.16 Correlation Coefficient and Probable Error 91

Between Net Profit and Loans and Advances
4.17 Correlation Coefficient and Probable Error 92

Between Performing Assets and Net Profit
4.18 Correlation Coefficient and Probable Error 93

Between Total Deposits and Performing Assets
4.19 Correlation Coefficient and Probable Error 93

Between EPS and MVPS
4.20 Correlation Coefficient and Probable Error 94

Between MPS and NWPS
4.21 Least Square Trend Equation and its 95

Determinant of Total Deposits
4.22 Least Square Trend Equation and its 95

Determinant of Loans and Advances
4.23 Least Square Trend Equation and its 96

Determinant of Performing Assets
4.24 Least Square Trend Equation and its 97

Determinant of Net Worth
4.25 Least Square Trend Equation and its 97

Determinant of Net Profit



LIST OF FIGURES

Table No: Title Page No:
4.1 Capital Adequacy Ratio 61
4.2 Core Capital Ratio 64
4.3 Loan Loss Provision Ratio 67
4.4 Loan Loss Coverage Ratio 69
4.5 Non Performing Loan Ratio 71
4.6 Earning Per Employee in Rupees 73
4.7 Total Operating Expenses to 76

Total Operating Income
4.8 Return on Assets 78
4.9 Return on Net Worth 80
4.10 Earning per Share 81
4.11 Cash Reserve Ratio 83
4.12 Cash and Bank Balance 86
4.13 Investment in Government Securities 88



ABBREVIATION

MPIs = Macro Prudential Indicator
FI = Financial Institution
FFIEC = Federal Financial Institutions Examination Council
UFIRS = Uniform Financial Institutions Rating System
AGM = Attorney General Meeting
NRB = Nepal Rastra Bank
JVB = Joint Venture Bank
NABIL = Nepal Arab Bank Limited
NIBL = Nepal Investment Bank Limited
OIG = Office of Inspector Generals
Etc = Etcetera
MBS = Master in Business Studies
B.S = Bikram Sambat
BIS = Bank of International Settlements
OCC = Office of the Comptroller of the Currency
PCA = Prompt Corrective Action
BCBS = Basel Committee on Banking Supervision
BIS = Bank for International Settlements
BAFIO = Banking and Financial Institution Ordinance
ALLL = Allowance for Loan and Lease Losses
DEA = Data Envelopment Analysis
CRR = Cash Reserve Ratio
WTO = World Trade Organization
HMG = His Majesty Government
FY = Fiscal Year
A.D = After Death
ROE = Return on Equity
EBL = Everest Bank Limited
SCBL = Standard Chartered Bank
HBL = Himalayan Bank Limited
CAR = Capital Adequacy Ratio
NPLR = Non Performing Loan Ratio
LLPR = Loan Loss Performance Ratio
NPA = Non Performing Assets
i.e = That is
CV = Coefficient of Variation
r = Coefficient Correlation
GDP = Gross Domestic Product
T.U. = Tribhuvan University


