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ABSTRACT 

The main objective of this study was to examine the impact of different financial 

indicators like EPS, DPS, BVPS and P/E ratio stock price of commercial banks in 

Nepal. To draw out the respective variables effects on share price movement in Nepal 

and find the effects of variables, this study used secondary data from different 

sources. The study design was descriptive and analytical research design. 

Convenience Sampling was used for the study. Necessary secondary data were taken 

from the annual reports of samples banks of this research. Mean, Standard Deviation, 

maximum, minimum, correlation coefficients, regression analysis were performed to 

analyze the secondary data of this study.  

The results revealed that many of the respondents still believe that there are still lots 

of influencing variables on share price movements, on the other hand most of cause  

of the movement of share price by political situation of country, earning per share, 

dividend distribution patterns, higher book value, share price, rules and regulations 

of Nepal Rastra Bank, financial aspects.. The study further shows the share price of 

commercial banks in Nepal is very fluctuating. It is a subject of curiosity to identify 

the factors affecting share price of commercial banks. The shares of commercial 

banks dominate the portfolio of majority of investors. So, this study examines the 

factors affecting share price movement of commercial banks over the period 2011/12-

2020/21. The findings of the study over the past ten-year period revealed that 

earnings per share, dividend per share, book value per share and P/E ratios has the 

significant positive association with share price. There exists significant relationship 

of EPS, DPS, BVPS and P/E ratio with MPS. 

 

Key Words: Earning per share, dividend per share, book value per share, P/E ratio 

and market price per share. 
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CHAPTER 1 

INTRODUCTION 

1. Background of the Study 

The principal venue for institutional stock deployment and capital growth is the stock 

market. Public institutions that are listed on the stock market have the option to sell 

their shares to raise money to grow their operations. For businesses that didn't trade 

on the stock exchange, the IIPO process must be initiated (IPO). In order for each 

institution registered on the stock market to offer its shares, the market serves as the 

linchpin connecting buyers and sellers of these equities. By fostering the nation's 

economic development in the areas of industry and trade, one may argue that the 

stock exchange serves a primary purpose. The market drives the growth of commerce 

and industry since it is crucial to the nation's industrial sector development (Sen and 

Ray, 2013). 

The stock market is incredibly important to any nation's economy. By encouraging 

capital formation and boosting economic growth, it also helps the nation's economy 

expand. Stock price fluctuations are brought on by the forces of supply and demand. 

Financial intermediaries make it easier to transfer money between different industries. 

Modern banking institutions are now recognized as one of the most important tools 

for accelerating economic progress. The slow rate of economic development is the 

primary issue facing developing nations. Economic development typically refers to 

the growth of key economic sectors as agriculture, industry, trade, and commerce. The 

growth of these Sectors demands a consistent flow of funding. Finance provides the 

fuel for economic growth, and financial institutions act as reservoirs for storing and 

managing the flow of that fuel (Joshi, 2019).  

For banks listed on the Athens stock exchange, Karathanassis & Philippas (1988) 

discovered that dividends, retained earnings, and size had a considerable beneficial 

impact on share prices. Midani (1991) investigated the variables affecting share prices 

on the Kuwaiti stock exchange. The main factors influencing share prices, according 

to the report, are earnings and financial leverage. Al-Tamimi (2007) made an effort to 

pinpoint the elements that affect the stock prices in the United Arab Emirates 

financial market for a sample of Nepalese companies. According to the study, 

corporate earnings significantly and favorably affect share prices. For the 



2 
 

Zimbabwean market, Sunde & Sanderson (2009) conducted an analysis to determine 

the variables affecting share prices. According to the study, factors affecting share 

prices include corporate earnings, management, legal proceedings, mergers and 

acquisitions, market liquidity and stability, the presence of substitutes, government 

policy, macroeconomic fundamentals, investor sentiment, technical influences, and 

analyst reports.  

The economist leads us to assume that the dynamics of supply and demand in a free 

market decide the price of an item. What variables affect supply and demand 

behavior, even if we accept the economists' theory? price? Yes, but not always; there 

are a few other criteria, at least. The price of equity in the securities market, whether 

the primary or secondary market, is greatly influenced by a number of criteria, 

including book value of the firm, dividend per share, earnings per share, price 

earnings ratio, and dividend cover (Gompers et al., 2003). 

The nation's economic progress depends heavily on the banking sector. A bank is a 

resource-mobilizing entity that takes deposits from a variety of sources and invests the 

amassed resources in areas such as agriculture, trade, commerce, industry, tourism, 

etc. Therefore, it is evident that banks are both very beneficial and necessary for a 

modern society. Therefore, banks are essential to the economic growth of developing 

nations like Nepal. Since it can be used as a gauge of risk in the financial markets, 

stock price movement has drawn considerable attention from academics and 

practitioners over the past 20 years. Interest in modeling time-varying stock return 

volatility has increased recently (Shrestha & Subedi, 2016). 

The privatization of state-owned businesses has occurred concurrently with the 

liberalization of financial markets (SOEs). Privatization schemes have been 

implemented in many developing and emerging market nations in an effort to boost 

the growth of equity markets, boost government revenue, and advance economic 

efficiency. As state assets are sold through share offerings and sizable privatized 

enterprises are listed, the initiatives have assisted in growing the size of stock markets 

and enlivening trade activity. They have improved the depth of equity markets, 

decreased investment risks, and created options for investors to diversify their 

portfolios. The mobilization of such resources for investment is undoubtedly a 

prerequisite for economic growth, but the quality of their distribution among various 
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investment projects is also crucial. This is the exact impact of effective stock markets 

on the economy (Koirala & Bajracharya, 2003). 

The financial market is where financial instruments like stocks, bonds, and debentures 

are traded. The community's savings are made available to users of those funds 

through a number of means. It offers a platform where fund suppliers and fund 

demanders can conduct business transactions directly. The term "financial market" 

describes the exchange of financial instruments between buyers and sellers. Various 

financial assets are available, ranging from long-term government bonds to common 

shares of various corporations. The money market, which is established by providers 

and demanders of short-term funds with maturities of one year or less, is known as 

short-term finance. Businesses can borrow capital on a short-term basis through the 

money market. Long-term financing is also referred to as capital markets, which were 

established by providers and consumers of long-term funds with maturities longer 

than one year. Corporations can obtain long-term finance through the capital market. 

The financial sector aids in the economy's savings mobilization, investment growth, 

national development, entrepreneurial development, and industrial development 

(Fama, 1970). 

The stock market is an economic reflection. It has developed into a crucial market, 

contributing significantly to both capital formation and long-term economic growth. 

Stock markets serve as a bridge between savers and capital users by pooling funds, 

distributing risk, and transferring wealth. They are more than just a location to sell 

securities. Due to their ability to ensure that resources are allocated to the most 

profitable investment possibilities, stock markets are crucial for economic growth 

(Kurihara, 2006). Supply and demand forces may cause stock prices to fluctuate, but 

there is no infallible or ideal system that can predict the precise direction of stock 

price movement (Bhattarai, 2014). 

The stock market is all about dynamics, thus investors and fund managers have 

frequently struggled to correctly forecast stock prices in order to generate respectable 

profits. The advantage of liquidity as well as the potential to outperform the market 

and generate high profits are two reasons to invest in shares. Predicting share prices is 

a difficult task, though. It has been established that both intrinsic and extrinsic factors 
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can have an impact on stock price changes, and share price movement is not 

independent in nature (Malhotra and Tandon, 2013). 

Kurihara (2006) discovered that because stock markets ensure that resources are 

directed to the most profitable investment opportunities, they are crucial for economic 

growth. Following an investor's financial investment in a company, stock serves as 

ownership documentation. A number of notions that well-known financial economists 

have established in the context of stock markets are acknowledged to be necessary 

precondition for carrying out their economic duties. According to Kadariya (2012), 

the most popular strategies for investing in the capital market include fundamental 

analysis, market noise, media, and informal conversations. Individual stock investors 

believe that the top five key factors for investment decisions are dividends, earnings, 

the number of equity holders, and book to market ratio. 

The stock market has a big impact on a nation's economy and is crucial for resource 

allocation; it provides funds directly and determines a company's worth and 

borrowing power. It serves as a bridge between savers and businesses looking for 

additional capital for business growth. It offers a platform for individuals, 

governments, businesses, and organizations to trade and invest through the purchase 

of shares. Because it can ensure that resources are directed to the most profitable 

investment opportunities, a stock market is essential for sustained economic progress 

(Tease, 1993). 

1.1.1 Constituent of Capital Market in Nepal  

Security Exchange Board of Nepal (SEBON) 

The floatation of shares by Biratnagar Jute Mills Ltd. and Nepal Bank Ltd. in 1937 

marked the start of the history of the securities market. Other notable developments in 

the capital markets include the Company Act's introduction in 1964, the first 

government bond issue in 1964, and the founding of Securities Exchange Center Ltd. 

in 1976. (Introduction: Nepal security exchange board, 2016). The Securities 

Exchange Limited became Nepal Stock Exchange after 1993. (NEPSE). The SEC has 

made it possible to trade several corporate securities, including shares and debentures, 

as well as government securities. There were only 10 companies listed in the SEC at 

the time, and the SEC itself provided the facilities for brokers and dealers. Because of 

this, there was no efficient secondary market to guarantee the securities' liquidity. By 
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separating the Securities Exchange Board of Nepal (SEBON) and NEPSE into two 

separate organizations at the policy level in 1993, HMG Nepal changed the 

organizational structure of NEPSE (Gurung, 2004).  

Nepal Stock Exchange (NEPSE) 

The Securities Exchange Act of 1983 governs how the Nepal Stock Exchange, or 

NEPSE for short, operates. NEPSE's primary goal is to give government and 

corporate assets unfettered marketability and liquidity by facilitating transactions on 

its trading floor through member market intermediaries including brokers, market 

makers, etc. On January 13, 1994, NEPSE launched its trading floor. NEPSE's 

shareholders include the Nepalese government, Nepal Rastra Bank, Nepal Industrial 

Development Corporation, and authorized members. 

The only stock exchange in Nepal is the Nepal Stock Exchange. It is situated in 

Kathmandu, Nepal's Singha Durbar Plaza. The Securities Board of Nepal is in charge 

of policing it. Members of NEPSE were allowed to serve as middlemen in the 

purchase and sale of government bonds and securities of publicly traded companies. 

Currently, NEPSE has 50 member brokers, 2 market makers, and listed companies. 

More varieties of securities are now traded on NEPSE than ever before. On the 

NEPSE, you can trade shares, debentures, corporate bonds, and mutual funds. 

1.1.2 Security Market 

The foundation of the nation's economy is the security market, which is also 

commonly referred to as a component of the capital market. Only via the employment 

of market mechanisms can the most efficient use of idle and surplus resources be put 

into action. The security market, a structural network of savers and users of funds, is 

one such market mechanism that deployed depositors' funds to users. As a result, this 

financialization stimulates industrialization and trade activities, which will have a 

favorable impact on the economy as a whole. 

The securities market serves two key purposes: it facilitates trading in securities that 

have already been issued by corporations and the raising of capital in the form of 

shares and debentures. In terms of economic growth, the best aspect is undoubtedly 

much more significant than the second, but both are still very significant. In fact, 

when there are many options for selling existing securities, it is thought that the 
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process of raising fresh capital is aided since the purchaser of a newly issued security 

feels more sure that he may easily sell the security anytime he needs money. This 

feature of the stock market is known as liquidity. As a result, the stock market's 

liquidity has an impact on how much money the market can raise. 

The security market establishes a price for the securities it trades and facilitates the 

trading of such assets. The sale and resale of transferrable securities are made easier 

by the securities market. A platform for connecting buyers and sellers of financial 

assets to enable trade is the security market. The primary market, where new 

securities are sold, and the secondary market, where existing assets are resold, are the 

two segments of the securities market. Brokers, dealers, and market makers build 

secondary markets. Dealers determine the price at which they are personally willing 

to purchase and sell, while brokers put buyer and seller together before actually 

purchasing or selling (bid and ask price respectively). Broker and dealer come 

together organized market or in stock exchange. 

A. Primary Market  

Primary Markets refer to the market method used for an issuer's initial public offering 

of securities. At the time of their original issuance, securities are sold through 

marketing. To put it another way, the primary market is the market for newly issued 

securities at the time of their original issuance. In the primary market, corporations 

issue brand-new securities.  

The primary securities market is used to offer newly available securities. It's possible 

for the issuer to be a recently launched business or an established one. The securities 

being offered may be of a previously unheard-of sort for the issuer or in greater 

quantity. The important thing is that these securities allow the issuers' bank accounts 

to receive additional money. All securities, whether they be traded on the money 

market or the stock market, are initially issued there. The corporate or governmental 

issuer is only directly involved in the transaction and gains directly from the issue in 

this market, as the corporation really receives the sale revenues. 

B. Secondary Market  

The secondary market is the marketplace where securities that were issued in the past 

are traded. In other words, the secondary market—more commonly referred to as the 



7 
 

stock market—is where outstanding securities are traded. A significant element of the 

securities market is the share or stock market. By issuing shares in the market, 

corporations can raise money to finance profitable ventures through the stock market. 

A healthy capital market is necessary to support the efficient collecting of small sums 

of savings and the transfer of funds into the competitive and efficient uses. Therefore, 

the secondary market largely involves shares that have already been issued and are 

exchanged through stock exchanges, over-the-counter markets, or direct sealing. 

Markets where already-issued assets are traded between investors are known as 

secondary markets. Price and liquidity are determined by the market. Investors would 

not have a venue to sell their holdings if there were no secondary market. Many 

would refrain from investing altogether if there was no liquidity. Since secondary 

market transactions do not involve the companies whose securities are sold, no money 

is made from such sales to them. Liquidity for securities purchased in the primary 

market is one of the secondary market's functions. 

1.1.3 Brief Introduction of Sample Banks  

For this research work six commercial banks are selected as sample. Their brief 

introduction as follows: 

Global IME Bank Limited  

Global Bank Limited (GBL) was established in 2007 as an ‘A’ class commercial bank 

in Nepal which provided entire commercial banking services. It was registered as 

private sector promoted public company. The bank was established with the largest 

capital base at the time with paid up capital of NPR 1.0 billion. The paid up capital of 

the bank has since been increased to NPR 23.79 billion. The bank's shares are publicly 

traded as an 'A' category company in the Nepal Stock Exchange.  

Global IME Bank Ltd. (GIBL) emerged after successful merger of Global Bank Ltd, 

IME Financial Institution and Lord Buddha Finance Ltd. in year 2012. Two more “B” 

class development banks (Social Development Bank and Gulmi Bikas Bank) merged 

with Global IME Bank Ltd in year 2013. Later, in the year 2014, Global IME Bank 

made another merger with Commerz and Trust Bank Nepal Ltd. During 2015-16, 

Global IME Bank Limited acquired Pacific Development Bank Limited and Reliable 
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Development Bank Limited. During 2019-20, Global IME Bank Limited acquired 

Hathway Finance Limited and merged with Janata Bank Nepal Limited. 

The bank's headquarters are in Panipokhari, Kathmandu. Currently, the bank runs 288 

branches, 51 extension and revenue collection counters, and 275 Branchless Banking 

facilities in Nepal. All of the bank's branches have been established as full-service 

locations that provide a wide variety of financial services to its clients. Additionally, 

the bank runs 258 ATMs strategically positioned for customers' convenience across 

the nation. This bank's financial details are listed under the relevant heading in the 

market report menu. 

NIC ASIA Bank Limited 

It has its antecedents in NIC Bank which was established on 21st July 1998. The Bank 

was rechristened as NIC ASIA Bank after the merger of NIC Bank with Bank of Asia 

Nepal on 30th July 2013. This was a historic merger in the annuals of Nepalese 

financial landscape as the first of its kind merger between two successful commercial 

banks in the country. Today, NIC ASIA has established itself as one of the most 

successful commercial banks in Nepal. 

During the post-merger integration phase, NIC ASIA managed the transition very 

smoothly receiving accolades from the regulators as well as stakeholders, paving the 

way for other mergers and consolidation in the Nepalese financial sector. After the 

merger, NIC ASIA was recognized as "Bank of the Year 2013-Nepal" by the Banker, 

Financial Times, UK. This is the second time that the Bank was recognized with this 

prestigious award, the previous occasion being in 2007.  

NIC ASIA Bank is now, one of the largest private-sector commercial banks in the 

country in terms of capital base, balance-sheet size, number of branches, ATM 

network, and customer base. The Bank has 358 branches, 100 extension counters, 

81 branchless banking, and 473 ATMs across Nepal with a network covering all 

major financial centers of the country. The Bank strongly believes in Meritocracy, 

Transparency, Professionalism, Team spirit, and Service Excellence. These core 

values are internalized by all functions within the Bank and are reflected in all actions 

the Bank takes during its business. 
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Nabil Bank Limited  

The country's first private sector bank, Nabil Bank Limited, was founded on July 12, 

1984. With the intention of providing modern financial services of an international 

grade to various societal segments, Nabil was founded. Nepal Arab Bank Limited 

served as the predecessor to Nabil Bank, which has its headquarters in Durbarmarg in 

Kathmandu. Through its 135 locations, Nabil offers a comprehensive array of 

commercial banking services to meet those objectives. Over 1300 Nabil Remit agents 

and 183 ATMs spread across the country are other ways that Nabil is present.  

In the domestic banking industry, Nabil Bank Limited was a pioneer in launching a 

number of novel products and marketing strategies. This marks an important turning 

point in Nepal's banking history as it ushers in a new era where client happiness is the 

primary goal in all business dealings. A highly skilled and seasoned management 

team is in charge of the bank's daily operations, including risk management. The bank 

is completely outfitted with contemporary technology, including global banking 

software that allows E-channels and E-7 transactions. To be the "1st Choice Provider 

of Complete Financial Solutions" for all of its stakeholders, including customers, 

shareholders, regulators, communities, and employees, Nabil is pushing forward with 

this mission. Nabil is committed to providing excellence to its stakeholders across a 

variety of fronts, rather than focusing on just one aspect like profitability or market 

share. Its brand promise, "Your Bank at your service," reflects this. 

NMB Bank Limited  

NMB bank limited (NMB) commanded its operations as ‘A’ class bank from October 

1995. In relatively short period of time, bank has been able to proof itself as a leading 

banking institution of Nepal. The Bank has 226 branches, over 9000 Agents (wakala) 

and more than 700 ATMs across the country Nepal with a network covering all major 

financial centers of the country.  

The vision of this bank is to establish itself as a leader in banking sector by providing 

a range of financial services. Those services are suitable for addressing the present 

requirement of financial market and customers with high priority on customer care 

while simultaneously embracing the interest of all stakeholders and value of good 

corporate citizen. To achieve those visions bank established the different ten points of 

mission. This bank also committed to adopt every internal and external change that 
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involves over the time. They emphasize on delighting customers through innovations 

in products and services, and always rise above to meet the challenges faced by 

customers over the changing time. Bank was awarded Bank of the Year 2017, Bank of 

the Year 2018, Bank of the Year 2020, and Bank of the Year 2021. In the same 

year, for the first time in the history of Nepal, the bank was awarded the title of Bank 

of the Year 2021 Asia by The Banker, Financial Times, London. 

Prime Commercial Bank Limited  

It was established in September 2007 and is now Nepal's 21st commercial bank. 

According to the Nepalese "Banks and Financial Institutions Act," we are a Category 

"A" Financial Institution. It was founded by well-known business people and 

professionals from a variety of fields with the primary goal of delivering "Banking 

Services to Everyone" in the nation where a sizable portion of the population is still 

without access to banking services. As of the middle of October 2020, PCBL had 188 

branches and ATM terminals spread all across Nepal. The bracches cover 53 of 

Nepal's 77 districts and are dispersed over the country's 7 provinces. 

The bank has established itself as an emerging player in financial sector with focus in 

customer service excellence maintaining excellent relationship with valued customers. 

It is counted among the top 10 commercial banks in Nepal by independent raters and 

publications in the country. Its stock symbol in NEPSE is "PCBL''. The Bank’s shares 

are listed and actively traded in NEPSE. 

Nepal Investment Bank Limited  

A well-known commercial bank in Nepal is the Nepal Investment Bank (NIBL). 

NIBL was formerly known as Nepal Indosuez Bank Limited. This bank was founded 

on February 27, 1986 as a joint venture between French and Nepalese businessmen. It 

has 86 branches, 16 extension counters, 110 ATM units, and 10 revenue collection 

offices spread all around the nation. The NIBL's headquarters are located in 

Kathmandu's Durbar Marg.  

The French partner withdrew their stake from NIBL in April 2002, and the bank's 

name was then changed to Nepal Investment Bank. The goal of this bank is to take the 

lead among Nepal's banks by providing top-notch service by fusing cutting-edge 

technology and visionary leadership with capable and devoted people. By making all 
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six of those pledges, NIBL hopes to raise the value of each share. They make sure to 

adhere to the corporate governance, ethical standards, and professional integrity 

values at all times. "NIBL" is its stock symbol on NEPSE. 

1.2 Problem Statement  

Demand and supply have an impact on stock price. Both quantitative and qualitative 

factors influence stock price; nonetheless, it is debatable whether particular 

component should be used. The stock price varies occasionally, and the stock 

exchange responds to environmental changes. This study aims to pinpoint the factors 

that affect stock price and gauge their level of importance. Calculating share prices is 

a difficult task with many competing demands. Because of market irrationality, stock 

prices are unstable and frequently change in response to news concerning 

fundamentals (such as dividends) (Shiller, 1981). 

Few investors in the Nepalese stock market are aware of what drives share prices. It 

indicates that the majority of investors are unaware of the company's financial 

performance but still choose to invest in it without conducting a thorough financial 

study. It results in an odd relationship between the market price of the share and 

financial measures like EPS, BVPS, DPS, etc. For the majority of Nepalese investors, 

the main analytical tool is market rumors about the company's financial situation. In 

comparison to other banks and industrial firms, the MPS of the majority of foreign 

joint venture commercial banks are high as a result of this. 

1.2.1 Research Questions  

The study mainly deals with following research questions:   

i. What are the major determinants of the stock price of Nepalese 

Commercial banks listed in NEPSE?  

ii. Is there a relationship between MPS with the major financial indicators 

(EPS, DPS, BVPS and P/E ratio)? 

iii. Does the major financial indicators (EPS, DPS, BVPS and PE ratio) 

impacts on MPS of the commercial banks in Nepal? 
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1.3 Objective of the Study 

The main objective of the study is to examine the impact of different financial 

indicators like EPS, DPS, BVPS and P/E ratio on stock market price of commercial 

banks in Nepal. Specific objectives of this study are listed below: 

i. To identify the prime determining factors of Share Price fluctuation of 

Nepalese Commercial Banks.  

ii. To examine the relationship between MPS with the various financial 

indicators like EPS, DPS, BVPS and P/E ratio.  

iii. To analyze impact of different financial indicators (EPS, DPS, BVPS and 

P/E ratio) on stock price of commercial banks in Nepal. 

1.3.1 Hypothesis of the Study 

The term "hypothesis" describes the pre-assumption of the research's findings. The 

conceptual framework and prior literature were taken into consideration when 

developing the hypotheses. Neupane (2020) studied the effects of particular variables 

on stock price in relation to Nepalese commercial banks. This study came to the 

conclusion that investors in NEPSE are guided by financial factors. If the response 

was affirmative, investors can rely on the price-earnings ratio and earnings per share 

because they have a 99 percent confidence level and a significance level below 0.1, 

which is a glaring indication that they may have an impact on the stock price of 

Nepal's commercial banks. The findings of Chowdhury, Dovash and Islam, (2019) 

suggested that the dividend, P/E, NAV, EPS, Dividend Payout Ratio, and size are the 

main elements that have a major impact on stock prices of financial sectors in 

Bangladesh. For this reason, the following hypotheses were developed. The following 

hypotheses need to be tested in this study; 

H11: There is significance relationship between EPS and MPS of commercial 

banks in Nepal. 

H12: There is significance relationship between DPS and MPS of commercial 

banks in Nepal. 

H13: There is significance relationship between BVPS and MPS of 

commercial banks in Nepal. 
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H14: There is significance relationship between P/E ratio and MPS of 

commercial banks in Nepal. 

1.4 Rationale of the Study 

Shareholders invest in shares in order to maximize their wealth position and receive 

significant returns. The dividend policy is a powerful tool for luring in fresh capital, 

keeping hold of current investors, and satisfying their needs. It also helps to maintain 

the goodwill and desired level of control over the company's management. 

People in Nepal are investing in shares carelessly due to a lack of awareness. There 

hasn't been enough study done to change the situation up to this point. As a result, a 

comprehensive understanding of the return on investment from stock investments 

must be established. This thesis is very important and will go a long way toward 

closing the gap. Its goal is to give investors and the specific companies that are used 

as examples crucial information. The following can be used to emphasize the study's 

significance; 

i. The purpose of this research project is to provide important details 

regarding the effects of EPS, BVPS, DPS, and P/E ratio on MPS, 

ii. This study has made recommendations and suggestions that will be useful 

to investors and other researchers, 

iii. This study aids management and policy makers in establishing and 

constructing an appropriate policy, 

iv. The government can utilize this study to make, manage, and monitor 

policies, 

v. This study contributes to our understanding of the primary causes of stock 

price movement and variation. 

1.5 Limitation of the Study 

A portion of the MBS degree must be completed through this study. As a result, it has 

various limitations that have an impact on the studies, and those restrictions are listed 

below; 

i. The analysis is based on six commercial banks listed in the NEPSE out of 

the 27 commercial banks, 

ii. The secondary data used in this study was mostly gathered from financial 
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statements, reports from the Securities Board Nepal (SEBON) and Nepal 

Stock Exchange (NEPSE), annual reports from banks, websites, and other 

publications. As a result, the data's authenticity and dependability are 

dependent on their source, 

iii. This study solely uses data and information from the last 10 years—2011–

2012 to 2020–2021—to analyze the factors that affect stock price, 

iv. The study uses a minimal number of financial and statistical techniques, 

v. Foreign regulations and information that affect the stock market are 

disregarded, 

vi. While many financial factors influence stock price, just a handful (such as 

EPS, BVPS, DPS, and P/E ratio) are examined. 

1.6 Chapter Plan 

A chapter plan is an outline that aids in the clear organization of the material. It can be 

a very helpful tool for identifying the chapter's primary ideas. With the exception of 

the preamble parts, references, and appendix, the report is arranged into five chapters. 

Title page, approval page, acknowledgement page, acknowledgement, table of 

contents, list of tables and figures, acronyms, and abstract are all included in the 

preliminary part. 

Chapter I: Introduction 

In the first chapter, the study area and a concept note regarding the research challenge 

are described in depth. It includes the study's history, problem statement, objective, 

justification, and limitations, as well as a chapter plan. 

Chapter II: Literature Review 

This chapter reviews pertinent literature. A review of the literature equips the 

researcher with a comprehensive understanding of the study's subject. It offers 

instructions for applying statistical techniques to the analysis of data gathered. 

Chapter III: Research Methodology  

The subject of this chapter is research methodology. It includes an introduction, the 

research design, a description of the study site and the justification for choosing it, 

study population and sampling procedures, the type and sources of the data, as well as 

strategies for organizing, processing, and analyzing it. 
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Chapter IV: Results and Discussion 

Data analysis entails tabulating, categorizing, and classifying the information acquired 

in accordance with the research design in order to conduct quantitative analysis. Here 

are the specifics of how the results were analyzed and interpreted in light of the goals. 

Chapter V: Summary and Conclusion 

This study's final chapter is this one. It provides a synopsis of the study's history, 

goals, methodology, literature review, and conclusions and recommendations. 

Theorization based on the findings is included in the conclusion, which is followed by 

a list of recommendations. 
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CHAPTER 2 

LITERATURE REVIEW 

2.1 Introduction 

This chapter's major goal is to cover some of the fundamental literature on share price 

movement and behavior as well as empirical data from earlier investigations. Two 

sections make up this chapter. Three sections are included: a theoretical overview in 

the first, an empirical review in the second, and a research gap in the third. 

2.2 Theoretical Review 

Estimating stock price behavior is crucial for a variety of market participants and for 

various reasons. Many researchers have attempted to develop hypotheses to account 

for this occurrence, and even more have attempted to utilize these ideas to forecast 

future price changes. Stock price behavior now has a new attribute known as its quick 

transmissibility between markets as a result of the developing links between national 

markets for currencies, commodities, and stocks with global markets and the presence 

of common actors. The theories that attempt to explain stock price behavior are as 

follows: 

Portfolio Theory 

In a ground-breaking article written in 1952, Harry M. Markowitz made the case that 

expected returns and risk, which he defined as the standard deviation of the return 

distribution, should be used instead of the traditional one-dimensional application of 

investment criteria like the Net Present value (NPV) criterion. Because he created a 

solid analytical foundation for such smart advice, which can be adopted by people, 

businesses, mutual funds, and institutional investors, Markowitz was awarded the 

1990 Nobel Prize in economics. 

According to Markowitz (1952), investors should construct their portfolios based on 

expected returns (good) and returns variance (undesirable), maximizing the former 

and minimizing the latter by diversifying assets with low covariance. Markowitz 

(1952) disregarded the notion that investors should base their portfolios exclusively 

on the largest expected return since doing so would result in the allocation of two 

assets with comparable returns to the investment portfolio without considering how 

much risk they add to the portfolio.  He also clarified that a portfolio with the highest 
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projected return is not always the one with the lowest risk, and he emphasizes that a 

naively diversified portfolio, which ignores the connection between assets (stocks) 

and merely takes into consideration their quantity, does not always alleviate. 

Liquidity Preference Theory 

Tobin (1958) helped to develop the ideas that Markowitz had previously suggested 

(1952). Tobin (1958) suggested that investors should seek out circumstances that fall 

between a point of total liquidity and a point of total investment in high-risk assets, 

starting with the Keynesian Theory. Tobin (1958) emphasized in his study that 

investors choose liquidity due to two factors: the first is individual inelasticities 

toward predicted interest rates, and the second is uncertainty over the direction of 

interest rates. In other words, investors are prone to steer clear of the risk of losing the 

value of their capital as a result of erratic asset price changes (market risk). 

Tobin (1958) made the discovery that investors combine a risk-free asset with a 

portfolio that is situated at the Efficient Frontier introduced by Markowitz (1952). 

This observation led to the Separation Theorem, which states that the two investment 

decisions made by individuals are independent and separate. These choices include 

choosing the most effective risky asset portfolio and specifying the ratio of resources 

to be allocated to risky and risk-free assets. Tobin's greatest contribution, the 

Separation Theory, demonstrated that the most effective portfolio of risk-bearing 

investments is independent of individual preferences for risk; the difference between 

an investor with a higher risk tolerance and one with a lower risk tolerance is the 

proportion of risk-free assets in his or her portfolio. 

Capital Structure Theory 

An article by Franco Modigliani and Merton H. Miller titled "The Importance of a 

Firm's Capital Structure in an Abstract Economy without Transaction Costs and 

Taxation" was published in 1958 (Modigliani & Miller, 1958). The authors' thesis was 

that, if financial markets are perfect and in equilibrium, the value of a firm, defined as 

the sum of the market values of its stock and debt, is independent of the amount and 

nature of debt. The average cost of capital is also unrelated to the firm's leverage 

under these ideal circumstances. This unexpected result can be explained by the fact 

that, under the stated assumptions, shareholders are free to assemble their portfolios in 

a way that allows them to realize the preferred return/risk profile. Investors have no 
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reason to pay extra for shares in companies where the managers attempt to change the 

capital structure in accordance with what they believe the shareholders desire when 

they have the ability to do this themselves.  

The "Irrelevance Theorem" had a significant impact on later capital structure theory 

research in the 1960s and 1970s, when researchers emphasized the significance of 

taxation, transaction costs, cost of default, etc., i.e. all the financial market 

characteristics that Modigliani and Miller had assumed away. Almost all academics 

felt compelled to cite the 1958 publication and explain how their model framework's 

capital structure related to a firm's capital structure. The irrelevance theorem has been 

criticized by Joseph E. Stiglitz, another Nobel Prize recipient (Stiglitz, 1969). 

According to Modigliani and Miller, there is no default risk and no issue with 

knowledge asymmetry between investors and corporate managers. According to 

(Stiglitz, 1969), these two assumptions are irrational, and if they are rejected, the 

capital structure becomes significant. Then, it is much easier to talk about how a 

company chooses to raise money, how shareholders, creditors, and company 

managers interact, as well as any resulting issues with corporate governance. 

An outstanding summary of different capital structure ideas has been given by Stewart 

C. Myers (Myers, 2001). He outlines the "trade-off theory," which contends that 

businesses aim for debt levels that weigh the tax benefits of more debt against the 

expenses of potential financial distress. When internal cash flow is insufficient to 

cover capital expenditures, the "Pecking order theory" contends that the company will 

borrow rather than issue additional equity. To avoid becoming dependent on creditors 

or new shareholders, businesses prefer internal financing to external financing. 

According to the "Free cash flow theory," conflicts between managers and 

shareholders are a factor in the capital structure decision. If the business is well-

liquidated, the owners might desire bigger dividend payouts, but the managers would 

rather keep the money on hand and use it to fund internal growth. As a result, agency 

theory and some ideas on capital structure have close relationships. 

Capital Asset Pricing Theory 

Sharpe, 1964 based on the Markowitz Model but added further assumptions. One of 

the challenges with the Markowitz Model is that it necessitates the estimation of a 

variance-covariance matrix, which becomes significantly in size the more securities 
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an investor has access to. By assuming that individual stocks' returns are only 

connected through their sensitivity to a single component, often the return of a wide 

market index, Sharpe was able to simplify the complex estimating process. In 

addition, Sharpe made the following assumptions: that all investors may lend and 

borrow money at the risk-free interest rate; that they all concur on the form of the 

efficient frontier; and that there are no transaction costs. All investors will choose a 

combination of the market portfolio and the risk-free asset under these simplifying 

assumptions (or borrow at the risk-free interest). The slope of the "Capital Market 

Line," which all portfolios will follow, represents the price of risk as set by the 

market. Many researches on the pricing of assets in financial markets have used 

Sharpe's "Capital Asset Pricing" model (CAPM) as their foundation. Financial 

analysts and stock brokers frequently use the model's "betas," which quantify how 

sensitive each stock is to changes in the return on the entire stock market. Investment 

advisors and mutual funds employ the so-called "Sharpe Ratio," which is calculated as 

the historical return of a portfolio less the risk-free interest rate and divided by the 

standard deviation of the portfolio return. The Sharpe Ratio is a tool used to assess the 

performance of mutual funds and other portfolio managers along with other 

indicators.  

Over the years, the CAPM has been empirically tested in a number of researches. 

(Roll, 1977) has strongly contested the model's testability. Test results have been 

inconsistent, and several authors have questioned the model's validity (Ross, 1978). 

The assumption that market participants in the model only look one period ahead of 

time is a fundamental flaw. The fact that it only considers one risk element, which is 

insufficient for defining the cross-section of projected returns in the financial market, 

has also been criticized (Miller, 1999). Many authors have made an effort to address 

these problems by considering risk factors other than the market component and by 

covering more than one time period (Cox et al., 1985 and Merton, 1973). According 

to certain scholars, the CAPM ought to be completely disregarded. In (Dempsey, 

2013), the author makes the case that the CAPM and the theory of efficient markets 

may need to be updated in light of the experiences of the current financial crisis with a 

paradigm that views markets as being susceptible to irrational behavior.  
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Some authors have adjusted the CAPM's underlying assumptions to account for 

foreign exchange risk in a global setting. Investors are presupposed to take into 

account their exposure to foreign exchange risk in addition to the time value of money 

and the premium for accepting market-related risks in an international capital asset 

pricing model (ICAPM). The ICAPM makes the assumption that the global capital 

market is unified. The effectiveness of the ICAPM has been evaluated through (Engel 

& Rodrigues, 1989). The ICAPM performs better than less constrained models of 

asset pricing, according to the authors, but only when variances are not constant 

across time. 

Efficient Market Theory 

According to the "Efficient Market Theory" (EMT), prices of assets in financial 

markets reflect all information that is readily available to investors. A Sidney 

Alexander article on the arbitrary nature of stock pricing is a pioneering contribution 

to EMT (Alexander, 1964). Various methods can be used to evaluate market 

efficiency. A test for "weak-form efficiency" forecasts future prices of the financial 

asset in question using just past price data. The information set is enlarged to include 

not only historical pricing data but also all publicly available information in a test for 

"semi-strong-form efficiency." Finally, A test for "strong-form efficiency" also takes 

into account insider knowledge, which might be held by bankers, auditors, bank 

managers, and employees of the organization. A well-known survey article on tests 

for market efficiency was written by Eugene F. Fama (Fama, 1970).  

EMT is important when it comes to portfolio management and investing guidance. 

Investors or advisors without insider knowledge are unable to identify untapped profit 

opportunities through stocks trading if EMT holds in the semi-strong version. EMT 

also implies that it is a waste of effort to use technical analysis to forecast future stock 

values. EMT is significant when it comes to regulations governing insider trading and 

disclosure requirements for publicly traded corporations. In order to reduce issues 

with asymmetric information, press releases with fresh information about businesses' 

expected growth or profits must be distributed to market participants concurrently. 

EMT makes the logical assumption that investors are such. This suggests that they are 

currently keeping up with information flow that is important to the pricing of the 

securities they own. It also implies that they currently change the makeup of their 
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portfolios in response to newly revealed relevant facts. But defining what relevant 

information is in the real world is not always simple. An vast quantity of fresh 

information is presented to investors and their advisors every day, which may or may 

not have an impact on the value of the financial assets they already possess or have 

the opportunity to purchase. Investors may have theories about how recent 

developments or political decisions may affect their portfolios, but they can never be 

sure and mistakes are inevitable. According to Fischer Black investors that react to 

arbitrary and unanticipated shocks and seek to benefit from them are known as "noise 

traders," (Black, 1986). The actual development and volatility of stock prices can 

probably be explained realistically as the combined effects of the actions of both noise 

traders and rational investors who follow the "fundamentals," such as profit 

announcements, dividend announcements, and other disclosures from listed 

companies. In light of transaction costs, it is also crucial to assess how realistic the 

EMT is. Rational investors must pay fees to their bank or stock broker, bid-ask 

spreads, and other transaction expenses if they decide to change their portfolios 

because fresh information has changed their expectations. The existence of these 

expenses could slow market responses to fresh information and add some inertia to 

the structure of portfolios.  

2.3 Empirical Review 

2.3.1 Review of Journal Articles 

Sharma (1984) analyzed the relationship between the explanatory variables dividend 

per share, earnings per share, book value per share, yield, cover, and market price per 

share. Researcher has used linear regression model to study the relation of those 

variables in general engineering and cotton textile industries. The results of this study 

revealed that book value per share and dividend per share as most significant 

determinants of market price in both the industries. And yield also emerged as a 

significant determinant of stock price associated negatively in cotton textile industry. 

Chhetri, (2008) examined a relationship between dividend and stock price; the study 

explained that there are differences in financial position of high dividend paying and 

low dividend paying companies. Researcher has used linear regression model to 

study. The study revealed that there is a positive relationship between dividend and 

stock prices. Further, the coefficient of dividend is higher as compared to the 

coefficient of retained earnings. 
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Bhattarai (2014) examined the determinants of share price of commercial banks listed 

on the Nepal Stock Exchange Limited over the period of 2006 to 2014. Data were 

sourced from the annual reports of the sampled banks and analyzed using regression 

model. The results revealed that earning per share and price- earnings ratios have the 

significant positive association with share price while dividend yield showed the 

significant inverse association with share price. The major conclusion of the study is 

that dividend yield, earning per share and price-earnings ratio are the most influencing 

factors in determining share price in Nepalese commercial banks. 

John (2015) examined the factors that influence stock prices with reference to 

Nigerian banks. Twelve commercial banks in Nigeria are considered for this study for 

2012 and 2013. Using linear regression model and partial correlation, the results 

indicated that for both years considered, net asset value per share and price-book 

value ratio are strongly correlated with stock market price, and were having 

significant influence on the stock price. However, dividend per share and price-

earnings ratio were significant in 2013, but insignificant in 2012. 

Poudel (2016) explored the determinants of stock price in NEPSE, with special focus 

to private commercial banks. Arithmetic mean, correlation and regression analysis, t-

test is the major statistical tools that have been used for the study. In order to conduct 

this study, descriptive research design has been adopted. SPSS tool was used to 

organize the data, determine significant relationships and identify difference or 

similarities with & between different variables under study. The findings from Z test 

showed that there is statistically significant relationship between the variables or not. 

Even though DPS, BVPS and EPS affect the MPS positively, there is several other 

factors i.e. internal as well as external environment that affects the market price of 

stock. Theoretically, when earnings, dividends and book value per share increases, the 

market price per share also increases and vice versa. But in the case of NEPSE, this 

theory does not seem to be true hundred percent. Meaning that there are various other 

factors too that affects the share price. 

Pradhan and Dahal (2016) examined the factors affecting the share price of Nepalese 

commercial banks listed on NEPSE. A sample size of 14 banks listed in NEPSE was 

selected for the period 2002/03 to 2013/14. The multiple regression model was 

estimated to test the impact of selected variables on stock price. The study revealed 
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size, return on assets, book value per share, price earnings ratio, earning price per 

share, dividend per share, and earning price per share as the key predictors of stock 

price in context of commercial banks in Nepal.  

Pradhan & Poudel (2017) examined the impact of fundamental factors on stock price 

of Nepalese commercial banks. Return on assets, return on equity, net profit margin, 

earning per share and dividend per share are the independent variables. And market 

price per share and change in market price per share are the dependent variables. Data 

are collected from the Banking and Financial Statistics and Bank Supervision Report 

published by Nepal Rastra Bank and annual reports of the selected commercial banks. 

The study is based on 13 commercial banks of Nepal from 2007 to 2014, leading to a 

total of 104 observations. The estimation of the regression models is used to examine 

the importance and influence of fundamental factors on the stock price of Nepalese 

commercial banks. The study revealed a significant relationship between the stock 

price and dividend per share (DPS), return on assets (ROA), and earnings per share 

(EPS) (market price per share and change in market price per share). According to the 

regression's findings, market price per share at a 5% level of significance has a 

favorable impact on the beta coefficients for DPS and EPS. 

Saldanli, Aydin & Bektas (2017) examined the causality relationship of the stock 

prices of 10 deposit banks traded in Borsa Istanbul with industrial production index, 

exchange rates and money supply using monthly observations and focusing on the 

period between July 2007 and October 2016. The panel causality test is used to 

examine the causality relationship between variables. The results of the research 

showed that the industrial output index is not a factor in determining the stock prices 

of the banks under investigation. 

Almumani (2018) identified the quantitative factors that influence Share Prices for the 

listed banks in Amman Stock Exchange over the period 2011-2017 using a linear 

multiple regression model. The result of this study showed a significant positive 

relationship between earnings per share and the market price share of the listed banks 

in Jordan. Moreover, there is a significant relationship between banks book value and 

market value. Another empirical finding from the regression analysis shows a positive 

relationship between price earnings ratio and market price. Empirical finding from the 

regression analysis show that there is an inverse relationship between Size and market 
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price. Finally, other variable dividend per share and dividend yield has insignificant 

impact on market price. 

Ghimire and Mishra (2018) determined the relationship between stock price and 

explanatory variables like: DPS, EPS, P-E ratio, BV, Market to BV for the period 

2012 to 2017. Using simple and multiple regression analysis and descriptive statistics 

this study investigated the factor affecting the stock price with the sample size of 11 

financial and nonfinancial firms of Nepal. The result shows that the variables Market 

to BV, P-E ratio are the significant determinants of stock price which directly affect 

the stock price. Likewise, DPS, BVPS also have significance positive influence on 

stock price whereas EPS has minimum influence on the stock price. 

Bam, Thagurathi & Shrestha (2018) analyzed the random behavior of stock price of 

Nepalese Commercial Banks by using run test, serial correlation and run tests and 

martingale random walk hypothesis under heteroscedasticity assumption of standard 

error. Using the data set on daily stock prices during the fiscal year 2015/16 (Sept 23, 

2015 through Dec 22, 2015). The result showed that the proposition of Random Walk 

Hypothesis (RWH) in Nepalese stock markets does not hold true. This conclusion 

corroborates with the conclusions of the past studies carried out in Nepalese context. 

Chowdhury, Dovash & Islam (2019) investigated the impact of some selected 

variables like dividend, Price Earnings Ratio (P/E), Net Asset Value (NAV), Earnings 

per Share (EPS), Dividend Payout Ratio, and the size on the movement of the share 

price of the financial sector in Bangladesh. The sample size includes 30 banks and 18 

non-bank financial institutions listed on the Dhaka Stock Exchange (DSE) of 

Bangladesh. Secondary data was collected from these companies from 2011 to 2015. 

This study uses multiple regression analysis through SPSS 20. The results show that 

different companies have different responses to the variables. Dividend, P/E, NAV, 

EPS, Dividend Payout Ratio, and size are the main factors for banks that have a 

significant impact on the stock prices of the financial sectors in Bangladesh. The only 

indicators that effect non-bank financial organizations are the dividend, P/E, dividend 

payout ratio, and NAV. 

Neupane (2020) conducted the impact of selected variables on stock price with 

reference to Nepalese commercial banks. This study was entirely based on secondary 
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sources of data. The data has been collected from the Nepal Stock Exchange 

(NEPSE). The descriptive and analytical research designs have been used to analyze 

the sample. The 27 commercial banks are taken as a sample for the study. Multiple 

regression models, correlation analysis, and descriptive statistics are used to 

empirically evaluate the impact of independent variables on dependent variables. The 

study's finding was that investors in NEPSE are guided by financial factors. If the 

response was affirmative, investors can rely on the P/E ratio and EPS when the 

confidence level is 99 percent and the significance level is less than 0.01, which gives 

a clear signal that these metrics may affect the stock price of Nepal's commercial 

banks. 

Wagle, (2021) identified the empirical variables that influence the stock market price 

in commercial banks for 2015/16 to 2019/20 using a set of dependent and independent 

variables. The study is based on 130 observations from 26 of the country's 

commercial banks (out of a total of 27), as well as data from annual reports and a 

secondary source. The research design used was descriptive and causal-comparative. 

The mean, standard deviation, correlation and regression analysis techniques have 

been used for data analysis. The results showed that market to book proportion, Price-

earnings proportion and earning yield proportion have a significant positive 

association with the stock market price. In addition, the dividend yield proportion has 

a positive but insignificant impact on the stock market price.  

2.3.2 Review of Previous Theses 

Khadka (2018) analyzed the determinant of share price of commercial bank in Nepal 

over the period 2012/13 to 2016/1.  EPS, BVPS, DPS, and P/E Ratio are independent 

variables, and MPS is a dependent variable. The objectives of this research were 

achieved by using a descriptive research design. 4 commercial banks that are listed 

and conducting share transactions in NEPSE are chosen as a sample from the 

population of 28 commercial banks. Convenience sampling was the chosen sample 

technique. To analyze the relationship between share price and other variables, 

multiple correlation and simple and multiple regression models have been chosen. 

The empirical result showed that, while DPS has a significant negative impact on the 

share prices of selected banks, EPS, BVPS, and P/E Ratio have a significant positive 

impact. While EPS, DPS, and BVPS are not significantly impacted by share price 
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changes, NSBI, NBBL, and their P/E ratios are significantly affected. This conclusion 

is consistent with previous research that was done in the Nepalese environment. 

Joshi, (2019) studied the stock price fluctuation of Nepalese commercial banks by 

using the data of four commercial banks from fiscal year 2013/14 to fiscal year 

2017/18. The study uses statistical tools to measure mean, standard deviation, 

correlation, and regression analysis while also using SPSS version 23. Financial ratios 

are used to analyze MPS using EPS, DPS, NWPS, and P/E ratios. The results showed 

a positive relationship between the dependent variable MPS and the independent 

variables EPS, DPS, and NWPS but a negative relationship with the P/E ratio. The 

dependent variable MPS and the independent variables EPS, DPS, and NWPS are 

positively correlated, whereas the P/E ratio is negatively correlated. Finally, the 

review showed that Nepal's macroeconomic environment is favorable, but that the 

infrastructure situation, technological readiness, and the underdeveloped labor market 

are the main problems that need to be resolved in order to increase the 

competitiveness of the investment climate in Nepal. 

Adhikari (2019) identified the factors affecting share price of commercial banks in 

Nepal over the period of 2008/09 to 2014/15 using empirical analysis of a set of 

independent and dependent variable. In this study, MPS was chosen as the dependent 

variable, whereas EPS, P/E, S, DY, and DPR were chosen as the independent 

variables. To determine if the chosen independent variables have an impact on the 

share price or not, linear multiple regression was used. The results show that the share 

price is significantly influenced by earnings per share, price earnings ratio, dividend 

yield, and dividend payout ratio. Additionally, the study's findings showed that 

earnings per share was the most important factor in determining share price, which 

means that commercial banks should raise their earnings per share. 

Chundali (2020) studied the factors affecting the fluctuation of the share price in 

Nepalese commercial banks. It also determined what the general public thought about 

the variables that influenced share price movement in Nepal. This study employed 

both primary and secondary data from various sources to identify the respective 

variables' effects on share price movement in Nepal and to identify the effects of 

variables. Descriptive research was used for the study's design. For the study, 

convenience sampling was employed. The set of questionnaires used to gather data 
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from respondents in this research served as the primary source for the study's 

secondary data, which were gathered from the annual reports of the sample banks 

employed in this research. The data from this study were analyzed using the mean, 

standard deviation, coefficient of variance, and correlation coefficients. The findings 

showed that while a majority of respondents agreed that the political situation of the 

nation, earnings per share, dividend distribution patterns, higher book value, share 

price, rules and regulations of Nepal Rastra Bank, and financial aspects all influence 

share price movements, many respondents still hold this belief. The study also 

revealed that Nepal's commercial banks' share prices are highly volatile. The study 

further showed the share price of commercial banks in Nepal is very fluctuating. It is 

a subject of curiosity to identify the factors affecting share price of commercial banks. 

The shares of commercial banks dominate the portfolio of majority of investors.  

Ojha, (2020) studied the common stock price behavior of commercial bank in Nepal 

highly depends upon financial indicators like EPS and DPS. Banks EPS and DPS are 

positively and negatively correlated with MVPS. Generally the EPS and DPS are 

positively correlated with MVPS however sometime the negative correlation is 

observed this is due to the technical factors like demand and supply rumors in stock 

market. This descriptive- comparative study was conducted on six banks on the basic 

of establishment date before 2000. Data were collected from the website of concerned 

banks. Data are analyzed using the different financial tools and statistical tools. The 

calculations are presented on back side on the topic appendix. On average the Nabil 

bank has high EPS i.e. the earning of Nabil has high than compare to others. The 

investors look to invest in consistence P/E Ratio banks. Having less C.V. is 

considered as consistence in Ratio. So, these criteria NIBL is good. The Nepal bank 

doesn’t declares the dividend in previous FY that means two things one is Bank is fail 

to earn profit another is the earning are invested rather than giving dividend. The 

MVPS/BVPS Ratio is greater than 1 i.e. the banks stocks are overvalued. The study 

indicated that the common stock price is more influenced by technical factors than by 

fundamental ones. The market price of equities appears to be more influenced by 

EPS. The Kumari Bank has the best positive connection between DPS and MVPS 

(0.89). And the bank with the greatest negative number is NIBL Bank, at -0.64. It 

appears that the random walk efficient market theory is implicated. 
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2.3.3 Summary of Review of Journal Articles and Previous Theses  

The nation's economy is heavily dependent on the efficient use of its resources and the 

mobilization of capital. Its improper application causes a nation to lag behind, as 

Nepal is currently doing. A key tool for utilizing resources, capital mobilization has a 

direct and indirect impact on the broader economy. By accumulating capital funds to 

support the financial requirements of various productive sectors, financial institutions 

contribute to the growth of the national economy. As both providers and consumers of 

funds, they actively participate in the money market and the stock market. 

The Nepalese stock market has moved into a new phase today. Its size and market 

value are both expanding daily. To regulate the price of the stock market, new bye 

laws are being formed. However, it is obvious that abnormal price fluctuations in 

shares are occurring. Why do share prices rise without an increase in earning, 

dividends, and net worth if these are considered the primary reasons in price 

fluctuation? Research on price movement has to be prioritized, both in terms of 

quantity and scope, in the context of Nepal. 

Following tables shows the summary of review of previous theses and articles: 

Table 2.1 Summary of Review of Journal Articles and Previous Theses 

Author’s  Year  Methodology Findings 

Wagle, S. 2021 Mean, standard 

deviation, 

correlation and 

regression 

analysis 

techniques 

The results show that market to book 

proportion, price-earnings proportion 

and earning yield proportion have a 

significant positive association with the 

stock market price. In addition, the 

dividend yield proportion has a positive 

but insignificant impact on the stock 

market price. 

Neupane, B. 2020 Descriptive 

statistics, 

correlation 

analysis and 

multiple 

regression 

This research examined the idea that 

investors in NEPSE are guided by 

financial factors. If the response was 

affirmative, investors can rely on the 

P/E ratio and EPS when the confidence 

level is at or below 98% and the level 
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models of significance is below 0.01, which 

clearly shows that these metrics may 

have an impact on the stock price of 

Nepal's commercial banks. 

Chundali, K. 2020 Descriptive 

analysis, 

correlation 

analysis and 

multiple 

regression 

analysis 

The findings showed that while a 

majority of respondents agreed that the 

political situation of the nation, 

earnings per share, dividend 

distribution patterns, higher book value, 

share price, rules and regulations of 

Nepal Rastra Bank, and financial 

aspects all influence share price 

movements, many respondents still 

hold this belief. The study also revealed 

that Nepal's commercial banks' share 

prices are highly volatile. Finding the 

variables influencing the share price of 

commercial banks is a fascinating topic. 

The majority of investors' portfolios are 

dominated by shares of commercial 

banks. 

Ojha, P. 2020 Descriptive 

analysis, 

correlation 

analysis and 

regression 

analysis 

The calculations are presented on back 

side on the topic appendix. On average 

the Nabil bank has high EPS i.e. the 

earning of Nabil has high than compare 

to others. The investors look to invest 

in consistence P/E Ratio banks. Having 

less C.V. is considered as consistence 

in Ratio. So, these criteria NIBL is 

good. The Nepal bank doesn’t declares 

the dividend in previous FY that means 

two things one is Bank is fail to earn 

profit another is the earning are 
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invested rather than giving dividend. 

The MVPS/BVPS Ratio is greater than 

1 i.e. the banks stocks are overvalued. 

The study indicated that the common 

stock price is more influenced by 

technical factors than by fundamental 

ones. The market price of equities 

appears to be more influenced by EPS. 

The Kumari Bank has the best positive 

connection between DPS and MVPS 

(0.89). And the bank with the greatest 

negative number is NIBL Bank, at -

0.64. It appears that the random walk 

efficient market theory is implicated. 

Chowdhury, 

T.,  Dovash, 

R. H., & 

Islam, S. 

2019 Multiple 

regression 

analysis 

The results showed that each company 

is affected by the variables differently. 

For the banks, dividend, P/E, NAV, 

EPS, Dividend Payout Ratio, and size 

are the main variables that have a big 

impact on stock prices in Bangladesh's 

financial sectors. In contrast, only the 

dividend, P/E, dividend payout ratio, 

and NAV have an impact on non-bank 

financial firms. 

Joshi, K. P. 2019 Mean, standard 

deviation, 

correlation and 

regression 

analysis 

The results showed that while the 

dependent variable MPS has a negative 

relationship with the P/E ratio, it has 

positive relationships with the 

independent variables EPS, DPS, and 

NWPS. The dependent variable MPS 

and the independent variables EPS, 

DPS, and NWPS are positively 

correlated, whereas the P/E ratio is 



31 
 

negatively correlated. Finally, the 

report demonstrates that Nepal's 

macroeconomic environment is 

favorable, but that the infrastructure 

situation, technological readiness, and 

the underdeveloped labor market are 

the main problems that need to be 

resolved in order to increase the 

competitiveness of the investment 

climate in Nepal. 

Adhikari, B. 

P. 

2019 Linear multiple 

regression 

The results show that the share price is 

significantly influenced by earnings per 

share, price earnings ratio, dividend 

yield, and dividend payout ratio. 

Additionally, the study's findings 

showed that earnings per share was the 

most important factor in determining 

share price, which means that 

commercial banks should raise their 

earnings per share. 

Bam, N., 

Thagurathi, 

J. K., & 

Shrestha, B. 

2018 Run test, serial 

correlation and 

martingale 

random walk 

hypothesis under 

heteroscedasticity 

assumption of 

standard error 

The result shows that the Random Walk 

Hypothesis (RWH) does not hold true 

in Nepalese stock markets. This 

conclusion is consistent with the 

findings of earlier research done in the 

setting of Nepal. 

Ghimire, R. 

R., and 

Mishra, D. 

2018 Simple and 

multiple 

regression 

analysis and 

descriptive 

The findings showed that the variables 

Market to BV and P-E ratio are 

important stock price factors that have a 

direct impact on stock price. Similar to 

how EPS has a minimal impact on 
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statistics stock price, DPS and BVPS have a 

significant positive impact as well. 

Almumani, 

M. A. 

2018 Linear multiple 

regression model 

The result showed a significant positive 

correlation between earnings per share 

and the market price share of Jordan's 

listed banks. Furthermore, the book 

value of banks and their market values 

have a high correlation. The regression 

analysis also revealed a favorable 

correlation between price earnings ratio 

and market price. The regression 

analysis's empirical results on the link 

between size and market price show 

that the two variables are inversely 

related. Finally, the market price was 

significantly impacted by other variable 

dividend per share and dividend yield. 

Khadka, A. 2018 Multiple 

correlation and 

simple and 

multiple 

regression 

models 

The result showed that while DPS has a 

significant negative impact on the share 

prices of selected banks, EPS, BVPS, 

and P/E Ratio had a significant positive 

impact. While EPS, DPS, and BVPS 

are not significantly impacted by share 

price changes, NSBI, NBBL, and their 

P/E ratios are significantly affected. 

This conclusion is consistent with 

previous research that was done in the 

Nepalese environment. 

Saldanli, A., 

Aydin, M., 

& Bektas, H. 

2017 Panel causality 

test 

The panel causality test is conducted to 

investigate the causal link between 

variables. The analyses revealed that 

one of the factors affecting the stock 

prices of the banks under investigation 
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is not the industrial production index. 

Pradhan, R. 

S., & 

Poudel, L. 

2017 Correlation and 

Linear Multiple 

Regression 

Model 

The result shows a significant 

relationship between the stock price 

and dividend per share (DPS), return on 

assets (ROA), and earnings per share 

(EPS) (market price per share and 

change in market price per share). This 

suggests that a greater DPS, ROA, and 

EPS would result in a higher stock 

price. Net profit margin, however, is 

inversely correlated with stock price. 

The results of the regression indicated 

that, at a 5% level of significance, the 

beta coefficients for DPS and EPS are 

positively significant. 

Poudel, R. 

L. 

2016 Arithmetic mean, 

correlation and 

regression 

analysis, t-test 

Z test results showed whether or not 

there is a statistically significant 

association between the variables. Even 

while DPS, BVPS, and EPS have a 

positive impact on MPS, there are 

numerous additional elements, 

including the internal and external 

environment, that influence the market 

price of stocks. Theoretically, market 

price per share rises in tandem with 

rising earnings, dividends, and book 

value per share, and vice versa. 

However, it does not appear that this 

theory is entirely accurate in the 

instance of NEPSE. Showing that a 

variety of other factors also have an 

impact on the share price. 

John, O. O. 2015 Linear regression The findings showed that price-book 
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model and partial 

correlation 

value ratio and net asset value per share 

are highly connected with stock market 

price and have a significant impact on 

stock price for both years investigated. 

However, the price-earnings ratio and 

dividends per share were considerable 

in 2013 but not in 2012. 

Bhattarai, 

Y.R. 

2014 Linear regression 

model and 

correlation 

analysis 

The findings showed that while 

dividend yield showed a substantial 

inverse relationship with share price, 

earnings per share and price-earnings 

ratios have a significant positive 

relationship with share price. The 

study's main finding was that the 

factors most strongly influencing share 

price in Nepalese commercial banks 

were dividend yield, earnings per share, 

and price-earnings ratio. 

Chhetri , 

G.R. 

2008 Descriptive 

analysis, 

correlation 

analysis 

The study found a correlation between 

dividends and stock prices that is 

favorable. Additionally, the dividend 

coefficient is higher than the retained 

earnings coefficient. 

Sharma, B. 

K. 

1984 Linear regression 

model 

The results revealed that book value per 

share and dividend per share as most 

significant determinants of market price 

in both the industries. And yield also 

emerged as a significant determinant of 

stock price associated negatively in 

cotton textile industry. 
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2.4 Research Gap  

There is still a great deal of opportunity for researchers in this sector to examine and 

identify fresh facts and data concerning the developing stock market in Nepal, despite 

the fact that some extremely significant research in this area has already been 

conducted. The investigations described above were carried out by several 

researchers, and their limitations are also noted there. The common stock price drivers 

in Nepal's secondary market will be examined in this study. Common stock typically 

trades for par value on the primary market but may fetch any price on the secondary 

market. Numerous market-related factors have a significant impact on the price of 

common stock. As a result, the studies conducted here on the different relevant 

aspects that are significant in driving stock price fluctuations in the secondary market. 

The preceding studies were conducted just theoretically, regardless of what the real 

market was experiencing, however this study analyzes the real market situation, such 

as the effects of capital gains or the effects of the global recession on the Nepalese 

security market.  

The Nepalese stock market has moved into a new phase today. Its size and market 

value are both expanding daily. To regulate the price of the stock market, new bye 

laws are being formed. However, it is obvious that abnormal price fluctuations in 

shares are occurring. Why do share prices rise without an increase in earning, 

dividends, and net worth if these are considered the primary reasons in price 

fluctuation? Therefore, there hasn't been enough research done to determine what 

causes share price volatility in the Nepalese stock market.  

As a result, this study examines the many causes of price trend variation as well as the 

links between numerous signaling components and stock price. Additionally, it 

frequently suggests actions that associated parties should take to advance the stock 

market. Due to the numerous changes occurring in the Nepali stock market, it was 

necessary to update and validate past studies on share price behavior. This paper is an 

effort in that similar direction.  
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CHAPTER 3 

RESEARCH METHODOLOGY 

3.1 Introduction  

To achieve the research objectives, an attempt has been made to show and explain the 

specific research design in this chapter. It covers the development of the research 

design, the type of data, the data collection process, population and sample, data 

processing techniques, and various tools and techniques utilized throughout the 

preparation of this thesis for data analysis and interpretation. 

3.2 Research Design  

A research design is the conceptual framework within which research is carried out. It 

involves setting up the parameters for data collection and analysis in a way that tries 

to balance relevance to the study purpose with economy in technique. The main 

objective of this study is to determine how several financial indicators, such as EPS, 

DPS, BVPS, and P/E ratio, affect the stock price of commercial banks in Nepal. Both 

descriptive and analytical research designs have been used to achieve objectives. 

Descriptive techniques have been applied to examine the facts in order to identify the 

variables affecting the stock price of commercial banks in Nepal.  

3.3 Population and Samples  

There are currently 27 commercial banks functioning in Nepal, including 

government-owned, private, and joint venture institutions. It is not possible to study 

every one of them in relation to the research topic due to time, resources, and 

approach complexity. As a result, this study relies on a sample that was drawn from 

this group using the judgment sampling approach. When performing research is time- 

and resource-constrained, this sample technique is frequently used.  

Sample of this study is 6 commercial banks which are Global IME Banks Ltd 

(GBIME), NIC Asia Banks Ltd (NICA), Nabil Banks Ltd (NABIL), NMB Banks Ltd 

(NMB), Prime Commercial Banks Ltd (PCBL) and Nepal Investment Banks Ltd 

(NIB). While choosing the sample, researcher chooses highly profitable banks in 

fiscal year 2020/21 As a result, the total population of the research is 27 and sample 

size of this research is 6 which represented the 22.22% of total population. 
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Table 3.1 Lists of Sample Banks  

S.N. Name of Banks 
Symbol 

1. Global IME Banks Ltd 
GBIME 

2. NIC Asia  Banks Ltd 
NICA 

3. Nabil Banks Ltd 
NABIL 

4. NMB Banks Ltd 
NMB 

5. Prime Commercial Banks Ltd 
PCBL 

6. Nepal Investment Banks Ltd 
NIBL 

 

3.4 Nature and Source of Data  

The study is mainly based on the secondary data which includes the annual reports of 

the banks under study, economic reports published by Nepal Rastra Banks, the stock 

price listed in the NEPSE. Economic survey published from Ministry of finance, 

financial status report published from World Bank. Besides these, the data are also 

collected from various books, newspapers, magazines, and journals published by the 

concerned agencies as well as website of NEPSE. 

3.5 Data Collection Instrument and Procedure 

All the information that researchers seek in order to produce discoveries and provide 

potential observations is referred to as data (Mugenda and Mugenda 1999). Data are 

crucial to any investigation since they contain all the information's hidden meaning. 

Researchers can choose to utilize a variety of procedures to acquire data that is 

appropriate for analysis. The finest alternative that will ensure that the most crucial 

data is obtained must be selected by the researcher. This study claims that the 

researcher employed secondary data, with sources including, but not limited to, a 

review of corporate profiles, financial reports, journals, previous research findings, 

books, periodicals, and the internet. 

Annual reports can be obtained by going to the valley-based location of the relevant 

company. Information about the company is also gathered from the official websites. 
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Additionally, the researcher phones each respondent to further explain the study's goal 

and ask for the financial statement. There was a review of the different relevant 

journals, publications, newspapers, essays, and theses. 

3.6 Data Processing Procedure and Data Analysis Method 

Data analysis is a research technique for the objective, systematic, and qualitative 

description of the manifest content of a communication, according to Cooper & 

Schindaler (2008). Any research's data analysis is a crucial component because it is 

here that the truth is revealed. At this stage, the researcher attempts to give the data 

some meaning so that it may be comprehended by the interested parties. A model for 

data analysis that is adequate for the type of study being conducted must be used in 

the process.  

The main purpose of data analysis is to make sense of the raw data so that conclusions 

can be drawn from it. Two methods of analysis, namely financial tools and statistical 

tools, were used in this study. The analysis is conducted in accordance with the data's 

pattern and utility. 

Financial Tools 

When assessing an organization's performance, financial tools are crucial. The market 

price per share is impacted by the financial instruments used in this investigation.  

The market value ratios are used to evaluate how the stock price of a company 

compares to its earnings and share book value. For this analysis, the most widely 

utilized market value ratios, including dividend per share, earnings per share, book 

value ratio, price earnings ratio, and market price per share, were used. 

Statistical Tools 

For the purpose of data analysis, this study used mixed statistical tools, i.e. both 

descriptive and inferential statistics.  

Different descriptive statistics have been utilized, including maximum, minimum, 

mean and standard deviation. 

Inferential statistics are used to study the relationship between the dependent and 

independent variables as well as to identify the impact of independent variables on 

dependent variables. Inferential statistics include correlation and regression analysis. 
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To investigate the factors influencing the stock price of listed commercial banks in 

Nepal Rastra Bank, a multiple regression model was utilized. 

3.7 Research Framework and Definition of Variables 

A research framework is a flexible analytical instrument with several applications. It 

is employed to classify concepts and arrange ideas. Effortless to remember and 

implement, strong research framework that captures something real. Market price per 

share is the dependent variable, whilst profits per share, dividends per share, price 

earnings ratio, and book value per share are taken as independent variables. 

The research framework that describes the dependent and independent variable used 

in the study are shown in figure: 

Figure: 3.1 Research Framework of the Study 

 

  

      

  

 

 

 

  

 

 

Source: Researcher’s construct using the idea of Midani, (1991). 

The figure 1 shows that independent variable DPS, EPS, P/E Ratio and BVPS used in 

this study to measure its impact on market price per share. Market price per share 

used as dependent variable. 

Definition of Variable 

The present study seeks to test the factors influencing stock prices of commercial 

banks in Nepalese stock market. 
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Dependent Variables   

Market Price per Share 

Market value per Share is the price that the stock is currently being traded for. Prices 

are hard to get by for activity traded stocks with small markets. Even when accessible, 

the information might simply show the sale of a small number of stock shares while 

omitting to type the form's overall market value. When evaluating market price data 

for businesses of this type, caution must be exercised. The value of shares and the 

worth of the company are determined by the share market price.  

The price at which shares are exchanged or the amount that a buyer pays a seller to 

acquire a company's stock is known as the market price. The price of common stock is 

extremely volatile and sensitive to environmental conditions because ordinary 

stockholders control the company and have the lowest priority to claim in liquidation. 

Shareholders may place a higher value on upcoming dividends and capital gains as a 

result of market imperfections and unpredictability. As a result, dividend payments 

may have a big impact on share prices. Shares' values rise when dividends are higher 

and fall when payouts are lower. Researchers like Malhotra & Tandon (2013), 

Piotroski and Roulstone (2004), and Zakir and Khanna (1982) have noted that 

changes in the buying and selling pressure can cause minute-to-minute variations in 

stock price. These modifications make it challenging to choose which market price 

should be used as a measure of the dependent variable. The bank's stock closing price 

at the end of the fiscal year was used as the market price in the current study.  

The price an asset would bring in on the open market is its market price. The term 

"market value" is also frequently used to describe a publicly traded company's market 

capitalization, which is calculated by dividing the number of outstanding shares by 

the share price at the time. Market value is significantly influenced by the business 

cycle and is subject to significant fluctuations over time. Real worth of a company's 

stock is represented by the market price per share. It is the sum of money that the 

buyer and seller concur upon. It is calculated by dividing total market capitalization 

with number of ordinary shares outstanding. It is calculated as follows; 

Market price per share = Market capitalization / No. of share outstanding 
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Independent Variables  

A. Earnings per Share  

Earnings per share is the amount of a company's profit that is distributed to each 

outstanding share of common stock. The profitability of a corporation can be 

determined by looking at its earnings per share. The amount of net income generated 

per outstanding share of stock is measured by this market potential ratio. In general, 

high market prices are a result of rising earnings per share. By dividing the net profit 

after tax by the total number of outstanding shares, it is determined. The calculation is 

as follows; 

 EPS= Net profit after tax / No. of outstanding shares 

B. Dividend per Share 

A portion of the earnings per share is distributed to shareholders, and a portion is kept 

by the business. Dividend per share is the sum that is paid to the shareholder from 

earnings per share. Dividends are the portions of earnings that a company distributes 

to its shareholders as cash or shares. Dividends are the most significant item to 

stockholders. In the hopes of sharing in company earnings, they purchase stock. 

Stockholders' primary motivation is to make a profit on their investment. Therefore, a 

corporation that pays a high dividend per share is seen as one that values its 

shareholders' expectations. Dividend per share is calculated by dividing the total 

dividend amount paid for the financial period by the number of ordinary shares in 

issue. The directors may pay an interim dividend during the accounting period and 

then recommend a final rate of dividend per share for approved by shareholders at the 

Annual General Meeting (AGM). It is calculated as follows; 

 DPS = (Stock dividend + Cash dividend) / Number of outstanding shares or Dividend 

payout Ratio*Earnings per Share 

Cash Dividend:  Payment made in cash to shareholders in termed as cash dividends. 

Distribution of cash dividend causes the reduction in total assets and net worth of the 

company. 

Stock Dividend:  Distribution of bonus share as dividend to the stockholder is known 

as Stock Dividend. This increases the number of shares of the company. 
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C. Book Value per Share 

According to business records, book value per share represents the stock's true value. 

The minimum value of a company's equity is assessed per share using the financial 

metric known as book value per share (BVPS). More specifically, this value is 

calculated by multiplying the initial market value of a company's common stock, 

which has been modified for any dividend and bonus payments, by the number of 

shares outstanding. Net worth per share is another name for it. Divided by the number 

of outstanding shares, it is the result of shareholder equity. The past expenses of brick 

and meters, the company's physical assets, are reflected in the book value of the 

equity. The market value of a well-run business with solid management and a well-

functioning organization should be higher than the historical book value of its tangible 

assets. It is calculated as follows; 

 BVPS = Total net worth / Number of shares outstanding 

D. Price Earnings Ratio  

It is the most significant ratio that the majority of investors utilize when choosing 

stocks. It is the ratio between the market price and the company's most recent earnings 

per share. The P/E ratio assesses a company's current share price in relation to its per-

share earnings when determining how much it is worth. It is also sometimes referred 

to as the earnings multiple or price multiple. The P/E ratio shows how much money 

an investor will need to put into a business in order to receive just one rupee of its 

profits. By dividing the current market price by the earnings per share, it is computed. 

Reduced P/E ratios suggest lower investment risk in the company. A greater P/E ratio 

denotes a bigger share price risk for the company. It implies whether the company's 

share price is overvalued or undervalued. Investors in Nepal heavily rely on this ratio. 

They prefer to invest in businesses with P/E ratios under 25. In general, companies 

with a high P/E indicate that investors anticipate greater future profits growth than 

those with a low P/E. Almumani (2014) also reported that the price-earnings ratio had 

a strong positive correlation with the firm's stock price in the same Malhotra and 

Tandon (2013) study. It is calculated as follows; 

 P/E Ratio = Market price per share / Earnings per share 
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CHAPTER 4 

RESULTS AND DISCUSSION 

This chapter presents relevant data and information on EPS, DPS, BVPS, P/E Ratio 

and its impact on the stock price of commercial banks in order to accomplish the 

goals set forth in the introduction chapter. The primary components of this research 

study are data presentation and analysis. Utilizing the numerous financial variables 

and statistical techniques covered in the research methodology, we examine the data 

to reach the goal of this study. 

4.1 Results 

This section of the study examines how various factors affect the market price of 

commercial banks' stocks in Nepal. For this study, the key factors influencing the 

market price of equities are taken into account. It includes data presentation, analysis, 

and conclusions. Organizing, tabulating, and evaluating financial and statistical results 

are all parts of data presentation and analysis. 

4.1.1 Data Presentation and Analysis 

This chapter includes all the collected data and their interpretation. In the study, data 

of the market price of shares of selected banks, cash and stock dividend paid, earning 

per share P/E ratio, book value per share and many other related terms are presented 

and analyzed. Tables have been used for making the result clear and understandable. 

Six commercial banks listed in NEPSE are taken as sample. MPS, DPS, EPS, P/E 

ratio, BVPS, mean, standard deviation (S.D), correlation coefficient, regression 

analysis of selected banks and other related data presented in tables and analysis were 

made accordingly using appropriate tools. 

Analysis of Descriptive Statistics of the Variables 

In this section descriptive statistics for the dependent variable; Market price per share 

and explanatory variables of sample banks of the year 20011/12 to 2020/21 involved 

in the regression model are presented in table 4.1. 
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Table 4.1: Descriptive Statistics Analysis of the Variables 

Banks  Tools MPS EPS DPS BVPS P/E Ratio 

GBIME Minimum 160 11.7900 1.5327 113 11.0116 

Maximum 640 26.7900 6.8315 178 32.7031 

Mean 387.90 19.560000 3.671690 138.66 20.509312 

S.D 143.410 4.6520867 1.5560518 22.670 8.3154102 

NICA Minimum 316 16.6200  0.00  145 11.6853  

Maximum 994 47.4100 18.9640 211  35.2732  

Mean 616.30  30.113000 9.335980 174.92  21.062810 

S.D 230.580 8.2525606 6.2339316 22.564 7.4424870 

NABIL Minimum 765 33.57 34.00 244 15.8197 

Maximum 2535 91.05 65.1511 275 40.4826 

Mean 1532.70 59.891 46.124077 258.80 26.310018 

S.D 618.878 18.838619 12.8237213 9.727395 9.5825538 

NMB Minimum 180 2.6100 0.00 113 13.9845 

Maximum 810 27.7800 10.9300 217 68.9655 

Mean 438.60 18.469000 4.355619 150.01 28.060182 

S.D 174.133 7.2115886 3.4263277 31.395 15.668377 

PCBL  Minimum 237 12.0000 2.1792 115 11.7797 

Maximum 746 30.1100 7.2896 149 27.8016 

Mean 406.50 21.009000 4.158237 139.13 19.164450 

S.D 164.490 4.8746383 1.6006593 10.901 5.0458659 

NIBL Minimum 431 17.0300 4.0872 155 16.9697 

Maximum 1040 46.2000 27.7200 236 35.4949 

Mean 680.00 30.513000 15.016475 183.80 22.688898 

S.D 209.724 8.5559324 8.8431826 23.957 5.5270910 

Observation (N) 10 10 10 10 10 

Source: Calculate from SPSS Software 

The descriptive statistics as presented in table 4.1 shows that, Global IME Bank 

Limited MPS mean has been obtained 387.90 over the study period. This variable has 

minimum value of 160 and maximum one at 640 during the study period. However, in 

terms of standard deviation this ratio registered 143.41 during the study period. On 

the other hand, EPS has obtained mean 19.56 over the study period. This variable has 

minimum value of 11.79 and maximum value at 26.79 during the study period. In 
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terms of standard deviation EPS registered 4.6520867 during the study period. Also, 

the table shows that, DPS has obtained mean 3.671690 over the study period. This 

variable has minimum value of 1.5327 and maximum at 6.8315 during the study 

period. In terms of standard deviation DPS registered 1.5560518 during the study 

period. Similarly, BVPS has obtained mean 138.66 over the study period. This 

variable has minimum value of 113 and maximum at 178 during the study period. In 

terms of standard deviation BVPS registered 22.670 during the study period. The 

variable P/E ratio has obtained mean 20.509312 times over the study period. This 

variable has minimum value of 11.0116 times and maximum at 32.7031 times during 

the study period. In terms of standard deviation P/E ratio registered 8.3154102 times 

during the study period. 

The NIC Asia Bank Limited MPS mean has been obtained 616.30 over the study 

period. This variable has minimum value of 316 and maximum one at 994 during the 

study period. However, in terms of standard deviation this ratio registered 230.58 

during the study period. On the other hand, EPS has obtained mean 30.113 over the 

study period. This variable has minimum value of 16.62 and maximum value at 47.41 

during the study period. In terms of standard deviation EPS registered 8.2525606 

during the study period. Also, the table shows that, DPS has obtained mean 9.33598 

over the study period. This variable has minimum value of 0.00 and maximum at 

18.964 during the study period. In terms of standard deviation DPS registered 

6.2339316 during the study period. Similarly, BVPS has obtained mean 174.92 over 

the study period. This variable has minimum value of 145 and maximum at 211 

during the study period. In terms of standard deviation BVPS registered 22.564 during 

the study period. The variable P/E ratio has obtained mean 21.062810 times over the 

study period. This variable has minimum value of 11.6853 times and maximum at 

35.2732 times during the study period. In terms of standard deviation P/E ratio 

registered 7.4424870 times during the study period. 

Nabil Bank Limited MPS mean has been obtained 1532.70 over the study period. This 

variable has minimum value of 765 and maximum one at 2535 during the study 

period. However, in terms of standard deviation this ratio registered 618.878 during 

the study period. On the other hand, EPS has obtained mean 59.891 over the study 

period. This variable has minimum value of 33.57 and maximum value at 91.05 



46 
 

during the study period. In terms of standard deviation EPS registered 18.838619 

during the study period. Also, the table shows that, DPS has obtained mean 

46.124077 over the study period. This variable has minimum value of 34.00 and 

maximum at 65.1511 during the study period. In terms of standard deviation DPS 

registered 12.8237213 during the study period. Similarly, BVPS has obtained mean 

258.80 over the study period. This variable has minimum value of 244 and maximum 

at 275 during the study period. In terms of standard deviation BVPS registered 

9.727395 during the study period. Similarly, P/E ratio has obtained mean 26.31 times 

over the study period. This variable has minimum value of 15.8197 times and 

maximum at 40.4826 times during the study period. In terms of standard deviation 

P/E ratio registered 9.5825538 times during the study period. 

The NMB Bank Limited MPS mean has been obtained 438.60 over the study period. 

This variable has minimum value of 180 and maximum one at 810 during the study 

period. However, in terms of standard deviation this ratio registered 174.133 during 

the study period. On the other hand, EPS has obtained mean 18.469 over the study 

period. This variable has minimum value of 2.61 and maximum value at 27.78 during 

the study period. In terms of standard deviation EPS registered 7.2115886 during the 

study period. Also, the table shows that, DPS has obtained mean 4.355619 over the 

study period. This variable has minimum value of 0.00 and maximum at 10.93 during 

the study period. In terms of standard deviation DPS registered 3.4263277 during the 

study period. Similarly, BVPS has obtained mean 150.01 over the study period. This 

variable has minimum value of 113 and maximum at 217 during the study period. In 

terms of standard deviation BVPS registered 31.395 during the study period. The 

variable P/E ratio has obtained mean 28.060182 times over the study period. This 

variable has minimum value of 13.9845 times and maximum at 68.9655 times during 

the study period. In terms of standard deviation P/E ratio registered 15.668377 times 

during the study period. 

The Prime Commercial Bank Limited MPS mean has been obtained 406.50 over the 

study period. This variable has minimum value of 237 and maximum one at 746 

during the study period. However, in terms of standard deviation this ratio registered 

164.49 during the study period. On the other hand, EPS has obtained mean 21.009 

over the study period. This variable has minimum value of 12.00 and maximum value 
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at 30.11 during the study period. In terms of standard deviation EPS registered 

4.8746383 during the study period. Also, the table shows that, DPS has obtained 

mean 4.158237 over the study period. This variable has minimum value of 2.1792 and 

maximum at 7.2896 during the study period. In terms of standard deviation DPS 

registered 1.6006593 during the study period. Similarly, BVPS has obtained mean 

139.13 over the study period. This variable has minimum value of 115 and maximum 

at 149 during the study period. In terms of standard deviation BVPS registered 10.901 

during the study period. The variable P/E ratio has obtained mean 19.16445 times 

over the study period. This variable has minimum value of 11.7797 times and 

maximum at 27.8016 times during the study period. In terms of standard deviation 

P/E ratio registered 5.0458659 times during the study period. 

The Nepal Investment Bank Limited MPS mean has been obtained 680.00 over the 

study period. This variable has minimum value of 431 and maximum one at 1040 

during the study period. However, in terms of standard deviation this ratio registered 

209.724 during the study period. On the other hand, EPS has obtained mean 30.513 

over the study period. This variable has minimum value of 17.03 and maximum value 

at 46.20 during the study period. In terms of standard deviation EPS registered 

8.5559324 during the study period. Also, the table shows that, DPS has obtained 

mean 15.016475 over the study period. This variable has minimum value of 4.0872 

and maximum at 27.72 during the study period. In terms of standard deviation DPS 

registered 8.8431826 during the study period. Similarly, BVPS has obtained mean 

183.80 over the study period. This variable has minimum value of 155 and maximum 

at 236 during the study period. In terms of standard deviation BVPS registered 23.957 

during the study period. The variable P/E ratio has obtained mean 22.688898 times 

over the study period. This variable has minimum value of 16.9697 times and 

maximum at 35.4949 times during the study period. In terms of standard deviation 

P/E ratio registered 5.527091 times during the study period. 

Correlation Analysis 

The Pearson co-efficient of correlation is used to assess the relationship between 

market price of share and earnings per share, dividend per share and book value per 

share and price earnings ratio of sample banks of the year 2011/12 to 2020/21 at 1% 
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and 5% level of significance. The Pearson correlation analysis results have been 

presented in the following Table 4.2. 

Table 4.2: Bivariate Correlation Analysis between Variables 

Pearson 

Correlation MPS EPS DPS BVPS P/E ratio 

MPS 1.00     

EPS 0.834** 1.00    

DPS 0.860** 0.939** 1.00   

BVPS 0.715** 0.799** 0.847** 1.00  

P/E ratio 0.347** -0.064 0.088 0.012 1.00 

 Source: Calculate from SPSS Software 

** Correlation is significant at the 0.01 level (2-tailed). 

Correlation between Dependent Variable and Independent Variables  

Table 4.2, shows that the relationship between the dependent and independent 

variables in term of Pearson correlation coefficient. the results of correlation 

coefficient of MPS with EPS, DPS, BVPS and P/E ratio are 0.834, 0.860, 0.715 and 

0.347 respectively which describes there is a significant positive relationship between  

MPS and EPS, DPS, BVPS, P/E ratio at the 1% significant level of 2- tailed test. This 

indicates that as the above mentioned independent variables increases, the stock price 

of the banks can be increases and vice versa. 

Multiple Regression Analysis 

Multiple regression analysis is done to find out the relationship of MPS on EPS, DPS, 

BVPS and P/E ratio where MPS is dependent variable and EPS, DPS, BVPS and P/E 

ratio are independent variables. The multiple regression equation is; 

 MPS = a+ b1 EPS + b2 BVPS + b3 DPS + b4 P/E Ratio  
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MPS as a Dependent Variable 

Table 4.3: MPS Model Summary 

Model R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

1 .928a .860 .850 192.048 

Source: Calculate from SPSS Software  

Predictors: (Constant), P/E Ratio, BVPS, EPS, DPS 

Dependent Variable: MPS 

Table 4.3 shows that model of summary of the regression analysis between the 

independent variable (EPS, DPS, BVPS and P/E ratio) and dependent variable 

(MPS).  The R column represents the value of R, R can be considered to be one 

measure of the quality of the prediction of the dependent variable. Here the value of 

R is 0.928 this indicates a good level of prediction. R square column represents 

coefficient of determination which is the proportion of variance in the dependent 

variable that can be explained by the independent variable. Here the value of R 

square is 0.860 which means that 86.0 % variation in MPS is explained by earnings 

per share, dividend per share, book value per share and P/E ratio and remaining 14.0 

% is explained by other factor. 

Similarly adjusted R square is 0.850 which means 85.0 % variation in MPS is 

explained by different behavioral factor after adjusting the degree of freedom. Model 

summary also indicates the standard error of estimate of 192.048 which shows the 

variability of the observed value of MPS from regression line is 192.048 units. 

Statistical Significance  

The F ratio in the ANOVA table tests whether the overall regression model is a good 

fit for the data. The P value should be less than alpha value that is 0.05. If it is less 

than 0.05 then independent variable significantly predict the dependent variable 

otherwise independent variable doesn’t significantly predict the dependent variable. 
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Table 4.4 : Analysis of Variance (ANOVA) 

Model Sum of 

Squares df 

Mean 

Square F Sig. 

1   Regression 

Residual 

Total 

12489431.896 4 3122357.974 84.657 .000b 

2028530.104 55 36882.366   

14517962.000 59    

Source: Calculate from SPSS Software  

Predictors: (Constant), P/E Ratio, BVPS, EPS, DPS 

Dependent Variable: MPS 

 

The table 4.4 shows analysis of variance results. With F statistic of 84.657, shows that 

regression as a whole is significant. The result in the table 4.4 means that earnings per 

share, dividend per share, book value per share and P/E ratio can reliably predicts 

market price per share. The F-value proves that there is significant relation between 

MPS and stock price determinant factors. 

Coefficient Matrix 

Table 4.5: MPS Coefficient Matrix 

Model Unstandardized 

Coefficients 

t-value Sig(P 

value) 

B Standard 

Error 

1 (Constant) -482.654 198.109 -2.436309 .018 

EPS 19.783 4.670 4.236461 .000 

DPS 4.810 5.507 0.873494 .386 

BVPS .270 1.016 0.266044 .791 

P/E Ratio 19.781 2.959 6.685094 .000 

Source: Calculate from SPSS Software  

Dependent Variable: MPS 

This study sought to establish a linear regression function of the variables with MPS 

as the dependent variable. From the table 4.5 the study established the following 

regression equation.  
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The theoretical model regression equation: Y= α-b1X1+ b2X2+b3X3+ b4X4+ε  

The established regression equation is: MPS = – 482.654 + 19.783*EPS + 4.810*DPS 

+ 0.270* BVPS + 19.781* P/E Ratio. 

Table 4.5 presents the regression results for the determinant of market price 

movement of commercial banks listed at the Nepal under the study. The result shows 

that there is significant positive relationship between MPS and EPS, P/E ratio with 

beta coefficient are 19.783, 19.781 respectively. On the other hand there is 

insignificant positive relationship between MPS and DPS, BVPS with beta coefficient 

are 4.810, 0.270 respectively. The result of the analysis shows that EPS and P/E ratio 

have insignificant positive affects MPS. The result also shows that DPS and BVPS 

have insignificant positive effect on MPS. 

Testing Hypothesis 

The test statistics measures the relationship between the sample data and its 

hypothesis. Since, the stock Price is very volatile and changes randomly. The test 

statistics have enough information from the sample data and power to reject the 

hypothesis. When the test statistics value is too high the p value is very low, a high 

test statistics value and low P value indicates to accept the alternative hypothesis. The 

higher the t-value indicates that there is significant relationship between financial 

ratios as a predictor of stock price in listed commercial banks in NEPSE. Hence, a 

high t-statistics value and lower p-value <0.01 can be used to predict stock price.  

H11: There is significance relationship between EPS and stock price of 

commercial bank in Nepal. Accepted 

H12: There is significance relationship between DPS and stock price of 

commercial bank in Nepal. Accepted 

H13: There is significance relationship between BVPS and stock price of 

commercial bank in Nepal. Accepted 

H14: There is significance relationship between P/E ratio and stock price of 

commercial bank in Nepal. Accepted 

4.1.2 Major Findings 

The study covered only six commercial banks and only for the last ten fiscal years 

from 2011/12 to 2020/21. The available secondary data had been analyzed using 
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various financial and statistical tools. So, the reliability of the conclusions of this 

study is dependent upon the accuracy of secondary data. The major findings of this 

study can be summarized as follows: 

i. According to market price per share analysis, NABIL has highest average 

price per share i.e. Rs. 1532.70 and GBIME has lowest average price per 

share i.e. Rs. 387.90. 

ii. According to EPS analysis, the average EPS of all commercial banks 

under the study are positive and consistent. The NABIL has a highest 

average EPS and NMB has lowest average EPS.  

iii. According to DPS analysis, the average DPS of all commercial banks 

under the study are positive and consistent. The NABIL has a highest 

average DPS and GBIME has lowest average DPS.  

iv. According to BVPS analysis, NABIL has highest average price per share 

i.e. Rs. 258.80 and GBIME has lowest average price i.e. Rs. 138.66.  

v. According to P/E ratio, NMB has highest average price earnings ratio i.e. 

28.06 times. It means that when there is 1unit increase in earnings, the 

share prices will increases by Rs. 28.06. NICA has lowest average price 

earnings ratio.  

vi. From the bivariate correlation analysis, the market price per share (MPS) 

of sampled banks is positively correlated with the earning per share (EPS), 

dividend per share (DPS), book value per share (BVPS) and P/E Ratio. It 

indicates that increase in EPS, DPS, BVPS and P/E Ratio of the 

commercial banks lead to increase in MPS of these banks and vice -versa. 

vii. The coefficient of determination of the equation is 0.860. This means the 

variables EPS, DPS, BVPS and P/E ratio are responsible for determining 

stock price by 86.0 % and the rest 14.0 % are unexplained on determining 

the stock price.  

viii. The multiple regressions analysis shows that there is significant positive 

relationship between MPS and EPS & P/E ratio. But insignificant positive 

relationship between MPS and DPS & BVPS. 

ix. The tests of P-value explain that the relationship of MPS with EPS, BVPS, 

DPS and P/E ratio of the bank at 5% level of significant. As a table 4.4 

ANOVA table shows that the P-value of EPS, DPS, BVPS and P/E ratio is 
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less than 0.05 which mean that EPS, DPS, BVPS and P/E ratio 

significantly affect the Market prices of banks.  

4.2 Discussion of Findings 

Based on the data provided by the concerned commercial banks the major findings of 

the study with respect to determinants of market stock price movement of Nepalese 

commercial banks are as follows: 

i. From the bivariate correlation analysis, the market price per share (MPS) 

of sampled banks is positively correlated with the earning per share (EPS), 

dividend per share (DPS), book value per share (BVPS) and P/E Ratio. It 

indicates that increase in EPS, DPS, BVPS and P/E Ratio of the 

commercial banks lead to increase in MPS of these banks and vice -versa. 

According to Ball and Brown (1968), Baskin (1989), Malhotra and Tandon 

(2013), Almumani (2014), Jatoi, Shabir, Hamad, Iqbal and Muhammad 

(2014) the earnings per share, dividend per share, book value per share and 

P/E ratio have a positive relationship with market price. 

ii. The multiple regressions analysis shows that there is significant positive 

relationship between MPS and EPS & P/E ratio. But insignificant positive 

relationship between MPS and DPS &BVPS. Prabath (2014) concluded 

that the internal factors, firm specific factors such as dividend per share 

(DPS), earnings per share (EPS) and book value per share (BVPS) affect 

positively and significant impact on the stock price. Collins (1957) there 

have been various attempts to identify the determinants of share prices for 

different markets. The other empirical studies viz. Taulbee (2005), 

Nawazish (2008), Al-Shubiri (2010), Sharma (2011), Khan and Amanullah 

(2012), Srinivasan (2012), Malhotra and Tandon (2013), Almumani (2014) 

among others reveal that various factors in different markets determine the 

share price. 
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CHAPTER 5 

SUMMARY AND CONCLUSION 

This chapter's purpose is to summarize, draw conclusions, and discuss the 

implications of the impact of various factors on the stock price of commercial banks 

in Nepal. The three subsections that make up this chapter are section 5.1, which 

presents the summary, part 5.2, which presents the conclusions, and section 5.3, 

which presents the implications based on the study's findings. 

5.1 Summary 

Nepal's stock market is still growing. For it to operate effectively, all relevant 

organizations must provide assistance. To develop the stock market, the government 

must create and properly enforce appropriate laws and regulations. By abiding by 

laws and norms, timely publishing and submitting yearly financial statements, 

avoiding rumors, and refraining from manipulating stock prices, listed companies 

should always be prepared to assist the market. 

Since the stock market in Nepal is losing investors' trust due to the frequent changes 

in share values. They saw the stock market as a source of income and believed that 

any investments would yield a certain return. To manipulate prices, the same small 

group of market participants has teamed up with government representatives. It is 

essential to have a clear notion regarding share price fluctuation given the market's 

current situation. The greatest strategy to maximize your investment return from 

shares is to conduct a security analysis before making a selection. 

This study attempts to analyze the financial indicators that influence stock prices of 

the listed commercial banks in Nepal over the period 2011/12 to 2020/21. Generally 

stock price is determined by demand and supply of common stock. EPS, DPS, DPR, 

BVPS, P/E ratio, DY, Size of the firm etc. are the several factors those determine the 

stock price. But for these study earnings per share, dividend per share, book value per 

share and price earnings ratios have been taken as independent variables and market 

price per share has been taken as dependent variable. This study tries to find out the 

relationship between dependent variable and independent variables. To achieve the 

objectives of this study, descriptive and analytical research design has been used. 
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Books, journals, research papers, and theses are only a few of the literatures that have 

been reviewed. These academic works have shown how important it is for investors to 

understand the capital market in order for stock market activities to perform smoothly. 

In order to forecast future price movements of common stocks, the researcher used all 

facets of technical analysis, including its limitations and strengths. 

For this study population is 27 and sample size is 6 commercial banks which are 

selected through judgement sampling technique. Some financial and statistical tools 

have been applied to examine facts and determining factors of stock price. The study 

is based on secondary data only. And data are collected from annual reports of related 

commercial banks and other websites. 

From the bivariate correlation analysis, the market price per share (MPS) of sampled 

banks is positively correlated with the earning per share (EPS), dividend per share 

(DPS), book value per share (BVPS) and P/E Ratio. It indicates that increase in EPS, 

DPS, BVPS and P/E Ratio of the commercial banks lead to increase in MPS of these 

banks and vice -versa. The coefficient of determination of the equation is 0.860. This 

means the variables EPS, DPS, BVPS and P/E ratio are responsible for determining 

stock price by 86.0 % and the rest 14.0 % are unexplained on determining the stock 

price. The multiple regressions analysis shows that there is significant positive 

relationship between MPS and EPS & P/E ratio. But insignificant positive relationship 

between MPS and DPS & BVPS. The tests of P-value explain that the relationship of 

MPS with EPS, BVPS, DPS and P/E ratio of the bank at 5% level of significant. As a 

table 4.4 ANOVA table shows that the P-value of EPS, DPS, BVPS and P/E ratio is 

less than 0.05 which mean that EPS, DPS, BVPS and P/E ratio significantly affect the 

Market prices of banks. 

5.2 Conclusions 

The main objective of the study was to analyze the quantitative factors that influence 

stock prices of the listed commercial banks in Nepal over the period 2011/12 to 

2020/21. In this study earnings per share, dividend per share, book value per share 

and price earnings ratios have been taken as independent variables and market price 

per share has been taken as dependent variable.  
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The study of determinants of share prices of commercial banks has been a subject of 

great interest these days. Moreover, it is a subject of immense curiosity especially a 

banking sector to identify the factors that influence share prices. The shares of 

commercial banks offer the investment opportunities to Nepalese investors because 

these shares are more frequently traded in the market than as compared to others in 

Nepalese context. Specifically, this study examined the effect of earnings per share, 

dividend per share, book value per share and P/E ratio on share price of banks listed 

on Nepal stock exchange.  

The findings of the study over the period of 2011/12 to 2020/21 reveled that earning 

per share, dividend per share, book value per share and price earnings ratio have the 

significant positive association with market price per share. It means if earnings per 

share, dividend per share, book value per share and price earnings ratio increases, the 

price of stock will also increases and viceversa. The study concludes that earnings per 

share, dividend per share, book value per share and price earnings ratio are the major 

determinants of stock price of Nepalese commercial banks.  

Multiple regression analysis shows that there is significant positive relationship 

between MPS and EPS, P/E ratio with beta coefficient are 19.783, 19.781 

respectively. On the other hand there is insignificant positive relationship between 

MPS and DPS, BVPS with beta coefficient are 4.810, 0.270 respectively. This 

indicated that EPS and P/E ratio have significant positive relation with MPS but DPS 

and BVPS have insignificant positive relation with MPS. 

5.3 Implications  

Implications of this research mean how stakeholders use the finding of research in 

their practical life as suggestion. Based on findings of the study, and taking into 

considerations of the relevant issues, the following appropriate recommendations have 

been gathered to ease the study useful to the recipients and the other parties. This 

study should be fruitful to the stakeholder, researchers and student who are interested 

to this topic.  

i. Commercial banks maintain the consistency in EPS, DPS, BVPS and P/E ratio 

because of the EPS, DPS, BVPS and P/E ratio are strongest factor of 

determining the stock price of commercial banks.   
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ii. Most of the investors were found to rely very much only EPS, DPS, BVPS and 

P/E ratio of a company. Sometimes the EPS and DPS only may not cover the 

return as per risk associated with it. The investors are recommended not to 

perceive EPS, DPS, and BVPS only as the performance measurement of the 

company. Other fundamental factors like cost of capital, corporate governance 

of the company, non-performing loan ratio should also be taken into 

considerations. Investors are recommended to invest in the stock of the company 

only after proper fundamental as well as technical analysis and also take only 

the calculated risk. 

iii. During the study it is found that investors have limited choice of investment 

sector. Nepalese stock market is dominant by bank and financial institutions. 

There are other big companies operating in Nepal. NEPSE and SEBON should 

make a policy to motivate other sectors like manufacturing and processing, 

trading and real estate to come under listing of NEPSE. It would increase the 

market size and investors would have sectorial choices of investment.  

iv. Most of the banks EPS has been declined in the fiscal year 2020/21, it might be 

the reason of paid-up-capital increment as per the directive of NRB and covid-

19 pandemic. So, the banks are recommended to increase their earnings to 

maintain a balance between earnings and increased capital. It can be done by 

reducing the operating cost, decrease the non-performing loan and minimize the 

cost of fund. 

v. The new investors coming in the market are suggested not to invest in common 

stock without proper knowledge and investment strategy. The new investors are 

recommended to buy the stock for investment purpose rather than trading 

purpose.  

vi. Government should formulate and implement a rigid rules and regulations for 

the further development of share market. A mechanism to take immediate action 

against fraud companies is to be established.   

vii. This study covers the stock market of commercial banks only. For the clear and 

absolute result regarding the determinants of share price, a population study of 

whole share market for a longer time period is required. So, it is recommended 

to further researchers to conduct future study by using more sample size, 

advanced methodology, large no. of observations. 
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APPENDICES 

Data Summary (Amount in Million); 

Nabil Bank Limited 

F/Y NPAT MC NSO NW DPOR 

(%) 

MPS EPS DPS BVPS P/E 

ratio 

2011-12 145 2,367 1,746,863 470 71.8 1,355 83.23 60.00 269 16.28 

2012-13 159 3,184 1,754,270 482 68.32 1,815 91.05 65.00 275 19.93 

2013-14 177 5,901 2,327,811 584 85.59 2,535 76.12 65.15 251 33.30 

2014-15 164 5,486 2,872,251 744 64.36 1,910 57.24 36.84 259 33.37 

2015-16 234 9,284 3,960,751 966 75.93 2344 59.27 45.00 244 39.55 

2016-17 303 7,719 5,068,286 1,368 80.19 1523 59.86 48.00 270 25.44 

2017-18 342 6,088 6,610,206 1,692 68.68 921 51.84 34.00 256 17.77 

2018-19 446 7,058 8,822,500 2,267 67.24 800 50.57 34.00 257 15.82 

2019-20 365 7,725 10,098,039 2,585 97.51 765 36.16 35.26 256 21.16 

2020-21 464 18,815 13,844,739 3,475 113.18 1359 33.57 37.99 251 40.48 

(Source: Annual Reports of Banks) 

Where,  

NPAT = Net profit after tax 

MC = Market Capitalization 

NSO = Number of share outstanding 

NW = Net worth 

DPOR = Aggregate the percentage of cash dividend and stock dividend  

MPS = Market value per share (MC/NSO) 

EPS = Earnings per share (NPAT/NSO) 

DPS = Dividend per share (EPS*DPOR) 

BVPS = Book value per share (NW/NSO) 

P/E ratio = Price earnings ratio (MPS/EPS) 

 

Pearson Correlation MPS EPS DPS BVPS P/E ratio 

MPS 1.000     

EPS .514 1.000    

DPS .610 .887** 1.000   

BVPS -.195 .567 .431 1.000  

P/E ratio .652* -.265 -.033 -.617 1.000 

*. Correlation is significant at the 0.05 level (2-tailed). 

**. Correlation is significant at the 0.01 level (2-tailed). 



 
 

Nepal Investment Bank Limited  

F/Y NPAT MC NSO NW DPOR MPS EPS DPS BVPS P/E 

ratio 

2011-12 1,039 19,245 37,661,553 6,064 35.00 511 27.60 9.66 161 18.51 

2012-13 1,914 32,495 41,448,085 7,005 60.00 784 46.20 27.72 169 16.97 

2013-14 1,941 45,780 47,687,136 7,916 65.00 960 40.70 26.46 166 23.59 

2014-15 1,961 44,674 63,457,007 9,836 36.40 704 30.90 11.25 155 22.78 

2015-16 2,551 90,549 87,066,118 16,281 62.00 1040 29.30 18.17 187 35.49 

2016-17 3,114 81,824 106,264,357 18,703 65.00 770 29.31 19.05 176 26.27 

2017-18 3,800 66,109 106,455,990 25,124 62.00 621 35.66 22.11 236 17.41 

2018-19 3,397 66,794 128,697,491 25,611 27.50 519 26.43 7.27 199 19.64 

2019-20 2,422 61,413 142,489,545 27,216 24.00 431 17.03 4.09 191 25.31 

2020-21 3,576 74,784 162,573,295 32,190 20.00 460 22.00 4.40 198 20.91 

(Source: Annual Reports of Banks) 

 

Where, 

Pearson Correlation 
MPS EPS DPS BVPS P/E ratio 

MPS 1.000     

EPS .621 1.000    

DPS .762* .921** 1.000   

BVPS -.295 -.197 -.084 1.000  

P/E ratio .560 -.289 -.021 -.129 1.000 

*. Correlation is significant at the 0.05 level (2-tailed). 

**. Correlation is significant at the 0.01 level (2-tailed). 

 

  



 
 

Global IME Bank Limited 

F/Y NPAT MC NSO NW DPOR MPS EPS DPS BVPS P/E 

ratio 

2011-12 265 3,596 22,476,675 2,537 13 160 11.79 1.53 113 13.57 

2012-13 449 12,010 27,801,858 3,231 15 432 16.15 2.42 116 26.75 

2013-14 974 31,853 49,770,056 6,126 25 640 19.57 4.89 123 32.70 

2014-15 961 29,546 61,681,643 7,323 23 479 15.58 3.58 119 30.74 

2015-16 1,382 36,820 71,495,085 8,706 16 515 19.33 3.09 122 26.64 

2016-17 2,061 31,347 80,791,846 12,376 20 388 25.51 5.10 153 15.21 

2017-18 2,101 25,773 88,874,788 13,579 16 290 23.64 3.78 153 12.27 

2018-19 2,762 30,413 103,098,171 16,332 25.5 295 26.79 6.83 158 11.01 

2019-20 2,909 38,646 161,700,945 28,834 16 239 17.99 2.88 178 13.29 

2020-21 4,165 95,416 216,363,636 32,720 13.5 441 19.25 2.60 151 22.91 

(Source: Annual Reports of Banks) 

Where, 

Pearson Correlation 
MPS EPS DPS BVPS P/E ratio 

MPS 1.000     

EPS .063 1.000    

DPS .207 .841** 1.000   

BVPS -.392 .612 .364 1.000  

P/E ratio .888** -.381 -.153 -.646* 1.000 

**. Correlation is significant at the 0.01 level (2-tailed). 

*. Correlation is significant at the 0.05 level (2-tailed). 

 

  



 
 

NMB Bank Limited 

F/Y NPAT MC NSO NW DPOR MPS EPS DPS BVPS P/E 

ratio 

2011-12 52 3,600 20,000,000 2,267 0 180 2.61 0.00 113 68.97 

2012-13 360 5,040 20,000,000 2,424, 10 252 18.02 1.80 121 13.98 

2013-14 410 10,300 20,000,000 2,813 22.1 515 20.5 4.53 141 25.12 

2014-15 601 12,168 24,000,000 3,296 8.84 507 25.05 2.21 137 20.24 

2015-16 1,533 44,700 55,185,000 6,861 21 810 27.78 5.83 124 29.16 

2016-17 1,437 35,217 64,618,000 10,902 16.58 545 22.24 3.69 169 24.51 

2017-18 1,662 27,220 76,033,000 16,490 50 358 21.86 10.93 217 16.38 

2018-19 1,807 36,742 96,182,000 17,403 49 382 18.79 9.21 181 20.33 

2019-20 1,560 55,385 139,510,000 20,935 19.4 397 11.18 2.17 150 35.51 

2020-21 2,720 71,834 163,260,000 23,944 19.1 440 16.66 3.18 147 26.41 

(Source: Annual Reports of Banks) 

 

Where, 

Pearson Correlation 
MPS EPS DPS BVPS P/E ratio 

MPS 1.000     

EPS .766** 1.000    

DPS .230 .493 1.000   

BVPS -.029 .278 .828** 1.000  

P/E ratio -.310 -.783** -.519 -.469 1.000 

**. Correlation is significant at the 0.01 level (2-tailed). 

 

 

  



 
 

Prime Commercial Bank Limited 

F/Y NPAT MC NSO NW DPOR 

(%) 

MPS EPS DPS BVPS P/E 

ratio 

2011-12 269, 5,322 22,457,460 2,586 18.16 237 12 2.18 115 19.75 

2012-13 434 7,583 23,404,053 2,951 20.00 324 18.55 3.71 126 17.47 

2013-14 553 15,384 26,386,998 3,617 21.00 583 20.97 4.40 137 27.80 

2014-15 745 14,287 31,400,528 4,362 19.90 455 23.74 4.72 139 19.17 

2015-16 1,116 27,641 37,052,623 5,404 24.21 746 30.11 7.29 146 24.78 

2016-17 1,468 26,630 63,254,322 9,435 27.00 421 23.21 6.27 149 18.14 

2017-18 1,726 23,056 80,332,989 11,208 16.00 287 21.49 3.44 140 13.36 

2018-19 2,199 25,906 93,186,267 13,404 16.00 278 23.6 3.78 144 11.78 

2019-20 2,252 35,662 139,852,495 20,528 15.00 255 16.1 2.42 147 15.84 

2020-21 3,268 77,038 160,830,369 23,941 16.63 479 20.32 3.38 149 23.57 

(Source: Annual Reports of Banks) 

Where, 

Pearson Correlation 
MPS EPS DPS BVPS P/E ratio 

MPS 1.000     

EPS .732* 1.000    

DPS .793** .874** 1.000   

BVPS .377 .625 .457 1.000  

P/E ratio .793** .175 .365 -.004 1.000 

*. Correlation is significant at the 0.05 level (2-tailed). 

**. Correlation is significant at the 0.01 level (2-tailed). 

 

  



 
 

NIC Asia Bank Limited 

F/Y NPAT MC NSO NW DPOR MPS EPS DPS BVPS P/E 

ratio 

2011-12 392 6,138 13,115,520 2,062 50.00 468 29.87 14.94 157 15.67 

2012-13 1,094 12,805 23,115,520 4,388 40.00 554 47.41 18.96 190 11.69 

2013-14 832 22,422 23,115,520 4,873 45.00 970 35.98 16.19 211 26.96 

2014-15 680 16,402 26,582,848 5,499 43.10 617 25.59 11.03 207 24.11 

2015-16 1,295 36,511 45,753,743 7,366 28.37 798 28.31 8.03 161 28.19 

2016-17 1,543 29,782 66,925,975 10,106 22.10 445 23.06 5.10 151 19.30 

2017-18 1,335 25,378 80,311,170 11,645 10.53 316 16.62 1.75 145 19.01 

2018-19 3,023 39,577 88,342,287 14,930 32.10 448 34.22 10.98 169 13.09 

2019-20 3,099 53,739 97,176,516 17,242 20.00 553 31.89 6.38 177 17.34 

2020-21 3,258 114,946 115,640,054 20,931 0 994 28.18 0.00 181 35.27 

(Source: Annual Reports of Banks) 

 

Where, 

Pearson Correlation 
MPS EPS DPS BVPS P/E ratio 

MPS 1.000     

EPS .834** 1.000    

DPS .860** .939** 1.000   

BVPS .715** .799** .847** 1.000  

P/E ratio .347** -.064 .088 .012 1.000 

**. Correlation is significant at the 0.01 level (2-tailed). 
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