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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.



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 1IPO 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



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



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



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



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



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



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



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.



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 Il: 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 I11: 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.



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



24

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



27

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 | The results show that market to book
deviation, proportion, price-earnings proportion

correlation and | and earning yield proportion have a

regression significant positive association with the
analysis stock market price. In addition, the
techniques dividend yield proportion has a positive

but insignificant impact on the stock

market price.

Neupane, B. | 2020 | Descriptive This research examined the idea that
statistics, investors in NEPSE are guided by
correlation financial factors. If the response was
analysis and | affirmative, investors can rely on the
multiple P/E ratio and EPS when the confidence

regression 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 The findings showed that while a
analysis, majority of respondents agreed that the
correlation political situation of the nation,
analysis and | earnings per  share, dividend
multiple distribution patterns, higher book value,
regression share price, rules and regulations of
analysis 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 The calculations are presented on back
analysis, side on the topic appendix. On average
correlation the Nabil bank has high EPS i.e. the
analysis and | earning of Nabil has high than compare
regression to others. The investors look to invest
analysis 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, | 2019 | Multiple The results showed that each company

T., Dovash, regression is affected by the variables differently.

R.H, & analysis For the banks, dividend, P/E, NAV,

Islam, S. 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 | The results showed that while the

deviation,
correlation
regression

analysis

and

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
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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
increase the

resolved in order to

competitiveness of the investment

climate in Nepal.

Adhikari, B. | 2019 | Linear multiple | The results show that the share price is
P. regression 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., 2018 | Run test, serial | The result shows that the Random Walk
Thagurathi, correlation  and | Hypothesis (RWH) does not hold true
JK, & martingale in  Nepalese stock markets. This
Shrestha, B. random walk | conclusion is consistent with the
hypothesis under | findings of earlier research done in the
heteroscedasticity | setting of Nepal.
assumption  of
standard error
Ghimire, R. | 2018 | Simple and The findings showed that the variables
R., and multiple Market to BV and P-E ratio are
Mishra, D. regression important stock price factors that have a
analysis and direct impact on stock price. Similar to

descriptive

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
The

analysis's empirical results on the link

and market price. regression
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




33

is not the industrial production index.

Pradhan, R.

S., &
Poudel, L.

2017

Correlation and

Linear Multiple
Regression

Model

The
relationship between the stock price

result shows a significant
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
elements,

numerous additional

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 in the

instance of NEPSE. Showing that a

iIs entirely accurate

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.

Bhattarali, 2014 | Linear regression | The findings showed that while
Y.R. model and | dividend vyield showed a substantial
correlation inverse relationship with share price,
analysis 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 , 2008 | Descriptive The study found a correlation between
G.R. analysis, dividends and stock prices that is
correlation favorable. Additionally, the dividend
analysis coefficient is higher than the retained
earnings coefficient.
Sharma, B. | 1984 | Linear regression | The results revealed that book value per
K. model 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.



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.



37

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 VVariables

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

Independent Dependent

Earnings per Share

(EPS)
Dividend per )
Share (DPS) Market Price per
Share (MPS)
Book Value per
Share (BVPS)

Price Earnings
(P/E) Ratio

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



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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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
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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

Adjusted R Std. Error of the
Model R R Square Square Estimate
1 .928? .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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Model Sum of Mean
Squares df Square Sig.
1 Regression  12489431.896 4 3122357.974  84.657  .000°
Residual 2028530.104 55 36882.366
Total 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 t-value Sig(P
Coefficients 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= a-b1 X1+ b2X2+b3X3+ b4X4+¢

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:

Vi.

Vii.

viil.

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.

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.

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.

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.
According to P/E ratio, NMB has highest average price earnings ratio i.e.
28.06 times. It means that when there is lunit increase in earnings, the
share prices will increases by Rs. 28.06. NICA has lowest average price
earnings ratio.

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
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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:

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, Igbal 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.

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.



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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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.

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.

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.

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.

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.

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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Nabil Bank Limited

APPENDICES

FIY NPAT | MC NSO NW |DPOR |MPS |EPS |DPS BVPS | PIE
(%) 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 1815 |91.05 | 6500 |275 | 19.93
2013-14 | 177 5901 | 2,327,811 584 8559 |[2535 |76.12 |6515 |[251 |33.30
2014-15 | 164 5486 | 2,872,251 744 6436 |1910 |57.24 |36.84 |[259 |[33.37
2015-16 | 234 9,284 | 3,960,751 966 7593 | 2344 |59.27 |45.00 |[244 |3955
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 | 6868 | 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 |2585 |9751 | 765 36.16 |3526 |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

FIY NPAT | MC NSO NW DPOR | MPS | EPS | DPS | BVPS | PIE
ratio
2011-12 | 1,039 | 19,245 | 37,661,553 6,064 |3500 |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 7916 |65.00 |960 |40.70 | 26.46 | 166 23.59
2014-15 | 1,961 | 44,674 | 63,457,007 9836 |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

FIY NPAT MC NSO NW DPOR | MPS | EPS | DPS | BVPS | PIE
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 | 242 | 116 | 26.75
2013-14 | 974 31,853 | 49,770,056 6,126 25 640 | 1957 | 489 | 123 | 32.70
2014-15 | 961 29,546 | 61,681,643 7,323 23 479 | 1558 | 358 | 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 | 2551 | 5.10 | 153 15.21
2017-18 | 2,101 | 25,773 | 88,874,788 | 13,579 16 290 | 2364 | 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 | 288 | 178 13.29
2020-21 | 4,165 | 95,416 | 216,363,636 | 32,720 13.5 441 | 1925 | 260 | 151 | 2291
(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

FIY |[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 | 205 | 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 | 2451
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 | 1879 | 9.21 181 | 20.33
2019-20 | 1,560 | 55,385 | 139,510,000 | 20,935 19.4 397 | 1118 | 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

FIY 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 1855 | 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

FIY | NPAT MC NSO NW | DPOR | MPS | EPS | DPS | BVPS | PIE
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 23,115520 | 4,388 | 40.00 | 554 | 47.41 | 18.96 190 11.69
2013-14 | 832 22,422 23,115520 | 4,873 | 45.00 | 970 | 35.98 | 16.19 211 26.96
2014-15 | 680 16,402 26,582,848 | 5499 | 43.10 | 617 | 2559 | 11.03 207 24.11
2015-16 | 1,295 | 36,511 | 45,753,743 7,366 | 2837 | 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 | 1053 | 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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Consolidated Statement of Profit or Loss

For the period ended 31 Asar 2078 (July 15, 2021)

(nPwy
GROUP BANK
PARTICULARS NOTE 2078 ASAR 31 2077 ASAR 31 2078 ASAR 31 2077 ASAR 31
Inferes! Income 429 17,253,789,633  16,493,151,650 17,188,718,781 16,462,914,064
Inferes! Expense 430 9,112175169  9,478,488,913 9,112,834,007  9,479,248,807
Net Interest Income B,141,614464  7,014,662,737  BOT5884,774  6,983,665,257
Fes ond Commission Income 431 1,711,807, 1,391,573,933 1,565,795,360  1,305,227,134
Fee ond Commission Expense 432 87,545,021 67,822,722 77,226,480 63,251,168
Net Fee and Commission Income 1,624,262,749  1,323,751,211  1,488,568,880 1,241,975,966
Ne! Interest, Fee and Commisson Income 9,765877,214  B,338,413,948  9,564,453,654 B,225,641,223
Net Trading Income 43 737,179,551 477,316,616 643,760,640 468,086,233
Other Operaling Income 434 1,440,656,604 416,781,247 1,451,435,679 430,411,639
Total Operating Income 11,943,713,369  9,232,511,811 11,659,649,973  9,124,139,095
impoirment Chorge/ (Reversal) for Loons ond Other Losses 435 828,000,382 857,802,970 827,521,912 856,759,341
Net Operating Income 11,115,712987  B,374,708,841 10,832,128061 8,267,379,754
Operating Expense
Personnel Bxpenses 436 3,455624,513  2,033,573,450 3,411,785246  2,009,677,804
Other Operafing Expenses 437 1005436920  1,084,551,818  1,052,745013  1,049,003,643
Depreciation and Amortisation 438 145,060,957 119,383,452 141,574,759 115,632,924
Operating Profit 6,409,590,597  5,137,200,121  6,226,023,043  5,093,065,383
Non Operating Income 439 54,311,045 7,068,758 35,304,37 4,446,529
Non Operaling Expense 440 5,865,674 2,504,740 5,865,674 2,504,740
Profit Before Income Tax 6458,035968  5,141,764,139  6,255,461,740  5,095,007,172
Income Tax Expense 44!
Current Tox 2,310,479,792 1,568,872,532 2,258,553,428  1,551,121,973
Deferred Tox (520,919,931) 83,161,465 (530,644,526) 80,644,377
Profit for the Year 4,66B,476,107  3,489,730,142  4,527,552,838  3,463,240,822
Profit Aributable to:
Equily-holders of the Bank 4,599,972,14 3,468,289938  4,527,552,838  3,463,240,822
Non-Controlling Inferest 68,503,966 21,440,204
Profit for the Yeor 4,668,476,107  3,489,730,142  4,527,552,838  3,463,240,822
Eamings per Share
Basic Earnings per Share 34,62 3644 33.57 36.16
Diluted Eamings per Share 34,62 36,44 3157 36.16
Sandip Babu Poudel  Manoj K. Gyowali  Anil Keshory Shah ~ Upendra Prasad Poudyal ~ Nirvana Choudhary  As per our report of even date
Heod « Finance Chief Finonce Officer  Chief Exocutive Officer  Board Chairman Board Vice Chairmon
CA Sunir Kumar Dhungel
ing Parner
Maloy Mukheriee ~ Asha Rona Adhikary  Ananla Poudyol Pravin Tibrewola Udaya Krishna Upadhyay 5 A R Associares,
Board Member Board Member Boord Membor Board Mombor Board Mombor Chartered Accountants
DATE; November 2, 2021 gr::"m" hung Thapa
PLACE: Kothmandu, Nepal PIPN & Co,
Chartered Accountanis

(Source: Annual Reports of Banks)



Principal indicators of Nabil Bank Limited

4.43 Principal Indicators
FIUANCIAL TEAR
PARDCILAYS INDRCEPORS wn? wn wmumn Ny/n a0/

1 Net Profil / Gross Income % 3922 EIRT) 2425 1855 2172
2 Eormings Per Shore NRR 59.86 5184 5057 38.16 3357
3 Markel Volue per Shore NPR 1,523 921 800 785 1,356
4 Price Eoming Rafio Times 2544 18.60 15.82 2115 4048
5 Dividend fincluding bonus) on share copital % 48.00 34.00 3400 3526 38.00
6 Cash Dividend on Shore Capdal % 18.00 2200 22.00 176 440
7 Interest Income / Loans ond Advonces % 9.44 1136 n4 1098 9.37
B Employee Expense / Tolol Operoing Expensa % 30.40 296 17.65 15.80 473
9 Inferest Expense on okl Deposit and Borrowings % 215 o 496 539 435
10 Exchonge Gain / Total Income % 686 5469 486 a4 368
11 SioH Bonus / Tolol Employee Expenses % 3613 3638 4 2817 2037
12 Net Profit / Loons ond Advonces % 428 39 338 23 245
13 Net Profit / Totol Assets % 269 261 211 158 .7
14 Tolol Credd / Deposd % 6538 8266 81.96 9.72 89.84
15 Tolol Operating Expenses / Tolol Assets % 340 49 549 580 522
16 Adequocy of Capitol Fund on Risk Weighted Assels

o. Core Capitdl % 11.70 1181 11.40 10.67 10.67

b. Supplementory Copitol % 120 119 110 2.40 2.0

¢ okl Capital Fund % 1290 13.00 1250 13.07 1227
17 Liquiddy (CRR) % 1002 10.05 47 11.20 366
18 Non Performing Loans / Tolol Loom % 0.80 055 0.74 098 084
19 Base Rate % 661 7.78 809 732 586
20 Weighted Averoge nterest Rote Spread % 5] 448 9 as a3
21 Book Net Worth per Share NPR 270 256 257 256 251
22 Total Shores Owsionding Number 61,855,070 80432210 90,118454 100974574 138,444,512
23 Totol Permanent Employees Nummber 848 1,005 1.080 1128 12n
24 Return on Equily % 224 2094 17.76 136} 15.19
25 Rehurn on Assels % 269 261 21 158 1.7
26 Dividend Poyout Rosio % 80.19 68.68 67.24 9751 11318
27 Eormings Yield % a9 538 e an 247
28 Dividend Yield % 315 269 425 461 280
29 Cost o Income Rafio % 4718 5635 6320 68.12 6617
30 Tolol Assets to Shoreholders’ Fund imes 824 741 867 9.19 8.60
31 Shoreholders’ Fund o Lichiliy induding

Confingent Liobility % 1057 1.26 9.80 9.07 9.88
32 Number of Offices Number 55 74 8 s 135
33 Number of ATMs Number 100 16 136 185 185

(Source: Annual Reports of Banks)



Financial Statement of Global IME Banks Limited F/Y 2020/21

CONSOLIDATED STATEMENT OF FINANCIAL POSITION 45 00 315t 2078 11500 sy 2021

nhy

GROUP BANK

CURRDNTYEAR  PREVOUSYEAR  CURRENTYEAR  PAEVIOUS YEAR
Assets
Cash and Cash Equavalents 41 1573188810 0776412504 15593942410 20,083658,794
Due from Nepal Rastra Bank 42 253054039 11803412782 25336114039 N,77544.215
Placement with B/Fis 43 . 2,500,000 . .
Derivatrve financial instruments au 5663649824 8876,123 504 5663649824 8,876,123.504
Other trading assets 45 909,799,615 490,759.179 . .
Loan and advances to BiFts 46 509,957 841 6,224 560.3%0 10367176116 7672036520
Loans and advances Lo Customers 47 4828680895 193893783287 228651426527  190,336,852,590
Investment securities 4 48919339 26430345133 48901734964 26,401,401,393
Current Tax Assets 49 2449733516 1712793918 2,232.790,3% 1,639,870,182
Investment in subsidiaries a0 . . 370,695,250 587,095.250
Investment in associates o 1,012,568378 551,669,736 644,186,910 404222561
Investment property an 35464845 335,304,055 354648945 335,304,085
Property and equipment an 3,305,766,899 2.589,596,362 3,252,012,205 1543213440
Goodwill and intangidle assets 4 433636M 242660855 297040 240,269,800
Deferred Tax Assets 415 260930779 265,634 282 279,385,865 2815712951
QOthar Assets 416 3825145984 2.784,130,125 35351902 2729475,798
Total Assets 351395995570 276984686611 345423260183  273,876,591,053
Liabllities
Dueto BFis 4an 16,042436,185 15436854113 14914792281 14.327698,147
Due to Nepal Rastra Bank 418 11,320998,526 1,339,361.3N 10,893,998,526 133336031
Derivatwve financial instruments 449 5,440,370,187 8773443817 5440370187 8773443817
Deposit from customers 420 0114842725 212049111584 268433791603 212,315,385,060
Borrowings a2 237,265,589 2,404,000,000 237,769,589 2,404,000,000
Current tax habikties 49 2074181931 1,343033,016 1845212017 12946044400
Provisions a2 . . . .
Defarred Tax Liabdtles 415 . . . .
Other Labilities LW 5,281,806,290 3,777,961,966 4310512217 3,090637,007
Debt securities ssued L9l 4491996856 1,497,064 851 4491,596,856 1,497,064 851
Subardinated Liabilnies a5 . . . .
Total Liabilltles 317138402290  247,520,836,718 312700843247 245042194695
Equity
Share capital 426 21632503035 18975879857 21632503035 18,975879,857
Share premum £3934% 5393490
Retained earnings a7 3858,261,730 2037412184 2990203516 1673609973
Reserves o 8261621609 8,233,886,885 £,097,710,384 8,179513038
Total equity attributable to equity holders TSAREIT 2252416 RTNAE9I5 28,834,396,358
Non-controling interest 504,706,906 mW2man
Total Equity 34257593200 29463849833
Total Labilitles and Equity V1395995570 276984606611  BSAZI260N03 273476591053
Contingent Llabeities and Commitment an 71,767634,509 56,313,120337
Net Assets Value per Share 151.26 15195

Tha sernung srfices e rotet oe nate K2 theouth |64 boem an integral pan of e Financal Statements



CONSOLIDATED STATEMENT OF PROFIT OR LOSS o the year s 315t sar 2078 (1510 pty 2020

Amout n By,

GROUP BANK

CURRENT YEAR PREVIOUS YEAR  CURRENT YEAR PREVIOUS YEAR

Interest income 4 22326142857 21123338411 21,693,582, 784 20,489,400 668
Interest Expanses 430 12744201373 12.568,161,660 12,554,455.241 12,267,387 871
Net Interest income 9,581,941.477 1,555,176,751 9,133,127, 543 8222 012,797
Fees and Commission Income 431 2,132,809 842 1,587 ,652,225 1914286 460 1472135345
Fees and Commission Expenses 432 375,008,511 246,306,898 380,249,905 242,005,492
Net fee and commission income 1,757,601,312 1341345327 1,534,036,555 1,230,129,853
Net interest, fee and commission income 11,339,542, 309 9,896,522,078 10,673,164,098 9,452, 142,650
Net Trading Income 433 1,170,646,621 647,610,345 666,455,087 579,5150M
Other Operating Income 434 643541615 211,930,414 611,276,959 196,813,300
Total operating income 13,153,731,045 10,756,062,837 11,950,896, 155 10,228 471,021
Impairment charge/{reversal) for

loans and other losses 435 1,156,228 292 227,223,985 1,125258433 1954426612
Net Operating Income 11,997,502,752 8,728,838 851 10,825,637, 721 8,274,044,409
Operating Expenses

Persannel Expenses 436 3436,521,404 2625896472 3164815841 2474636608
Other Operating Expenses 437 1,466,228,983 1,297,409,653 1369428420 1,248,828,973
Depreciation and Amortization 438 34518720 314871185 333862753 304,121,934
Operating profit 6,750,233 645 4,490,661,541 5,957,530,07 4,246 456,895
Non operating incoma 43 236,676,507 45518526 10,547,342 641,568
Non operating expense 440 . 79210292 . 79,210,292
Profit before income tax 6,986,910,152 4,456,969,775 5,968,078,049 4,167,888171
Income Tax Expense

Current 3x 441 2073359331 1,343033,015 1,844,541,228 1,294,604 441
Deferred tax 441 (50,187.427) (9513792 (41,615,019 (35,380,637)
Profit for the Year 4,963,738,248 3,123 450,552 4,165,151,840 2,908,664,367
Profit attributable to:

Equity hoiders of the Bank 4785499612 3,083,634 662

Non-controlling interest 178,238,637 39,815,890

Profit for the Year 4,963,738,248 3123450552 4,165,151,840 2,908,664,367
Eamings per Share 0

Basic earmings per share 1925 1533
Diuted earnings per share 1925 1533

The accounsing policoes and notes on pages 82 through 164 form an mtegra | part of the Financial Sustements

Ratna Raj Bajracharya  Chandra Prasad Dhakal  Sudarsun Krishna Shrestha CabinetShrestha ' Prakash Lamsal, A

CHEF EXECUTIVE OFACER CHAIRMAN DIRECTOR DIRECTOR PARTNER

PLRG. ASSOCUTES
CHARTERED ACCOUNTANTS
Raja Aryal RamBahadurBhandarl  KrishnaPrasad Sharma  Devendra Pratap Shah
R PN Arares DRECTOR DIRECTOR DARECTOR
Binay Prakash Shrestha, rca
PROPRIETOR

DATE; October 11, 2021 KAS ASSOCATES
PACE Kathmandu, Nepal © OAARTERED ACCOUNTANTS

(Source: Annual Reports of Banks)



Principal indicators of Global IME Bank Limited
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Financial Statement of Nepal Investment Banks Limited F/Y 2020/21

Nepal Investment Bank Limited

Consolidated Statement of Financial Position
As on Ashad 31 2078 (15 July 2021)

15-Jul-2021 15-Jul-2020 15-Jul-2021 15-Jul-2020
Ashad 31 2078 Ashad 31 2077 Ashad 31 2078 Ashad 31 2077

Cash and Cash Equivalent 401 7.856,106,092 7,845,206,508 7,012,723 269 7,538,028,646
Dua Irom Napal Rastra Bank 402 7,417,253,539 14,321,870,764 7,417,253,539 14,321 870,764
Placements with Banks and Fls 402 B,136,780,010 7,964,891,870 B,136,780,010 7,964 991,870
Derlvative financial Instruments 404 36,746,635 133,876,891 38,746,635 133,976,991
Other trading assats 408 92,078,216 80,036,708

Loans and advances o B/Fls 4.06 5,004 851 449 4,920,062,224 5,004 851 449 4,920 062,224
Loans and advances fo cuslomers 407 156,816,676, 940 135,082,008 539 156,816,676,940 135,082,098,539
Investmant Securities 408 36,784,782, 460 26,891,607,529 35,168,048,560 26,078,436,529
Current tax assels 4.09 589,833,649 715,226,432 586,041,818 715,878,466
Investments In subsidlaries 4.10 . . 171,500,000 171,500,000
Investments in assoclates an 207,564,608 143,670,660 82,362,800 82,362 800
Investment Property 412 801,847 846 265,982 961 601,847 848 265,982 961
Praperty and Equipment 411 4,106,742,150 4,030,148 381 4,076,388,667 4,010977,101
Goodwill and Intangible assels 414 114,436,230 126,105,664 112,239,051 124,618,954
Delarred tax assets 415

Othar assets 4.16 2713434 821 1,666,512,509 2,616,668,338 1,613,011 295
Total Assots 230,669,232,645 204,187,497,740 227,930,126,822 203,023,897,140

Liabilities 15-Jul-2021 15-Jul-2020 15-Jul-2021 15-Jul-2020
Ashad 31 2078 Ashad 312077 Ashad 31 2078 Ashad 31 2077

Due to Banks and Financial Institutions a7 4,840,265,175 2,462,217,078 4,840,265,175 2,462.217,078
Due to Nepal Rastra Bank 4.18 3,575,846,633 2,722,787 3,575,646,633 2,722,787
Derlvativa Financial Instruments 4.19
Dapaosits from customars 420 174 525,690,245 166,338,554,321 174,657,704,483 166,362,126,293
Borrowings 421
Current tax liabilitles 4.09 . . .
Provisions 422 2,246,086 2,496,060
Deferrad tax llabilitles 4.15 1,799,265,833 961,560,869 1,792 918,621 968,728,628
Other Liabllitles 423 6,530,468 815 3,738,016,060 4,178,682,382 2,804,938 623
Debt securitles [ssued 424 6,750,000,000 3,250,000,000 6,750,000,000 3,250,000,000
Subordinated liabilitias 4.25
Total Llabllities 198,023 482,787 176,755,568,075 195,695,215,294 175,850,733,409
Equity
Share tapltal 4.26 18,257,329,500 14,248,954 500 16,257,329,500 14,248 954,500
Shara pramium 4,798,371 32,508,858 4,798,371 32,598,858
Retainad samings 2,226,187 475 2,885,969 018 1,838,617,021 2,622 386,038
Raesarves 427 14,157 434 512 10,264,407 289 14,136,166,736 10,269,224 335
Total equity attributabla to equity holdars 12,645,749,858 27,431,929,665 32,234,911,628 27,473,163,731
Non-Controlling Interest .
Total Liabllities and Equity 230,669,232,645 204,187 497,740 227,930,126 922 203,023,897,140
Contingent Liabilities & commitment 428 105,840,092,133 77,163,352,814 105,840,002,133 77,163,352,814
Nat assats valua per share 201 193 198 191




Nepal Investment Bank Limited

Consolidated Statement of Profit or Loss
For the year ended Ashad 31 2078 (FY 2020-21)

Asseis FY 2020-21 FY 2019-20 FY 202021 FY 2019-20
FY 2077-78 FY 2076-77 FY 2077.78 FY 2076-77
Interest income 429 13,797,247,335 16,284,715,553 13,712,045,202 16,201,326,112
Interest expense 430 (8,118.092,792) (9,421,036,008) (8,118,891,367) (9,423,657,132)
Not Interest Income 5,679,154 544 5,862,779 545 5,593,053,836 5,777,668,980
Foes and Commission income 431 1,560,093,168 1,596,002,181 1,362,039.220 1,613,163,506
Fees and Commission expense 432 (277,522,491) (326,480,303) (245,402,727) (315,998,302)
Not feo and commission income 1,273,470,677 1,269,611,878 1,116,636,493 1,197,165,204
Not Intorest, foo and commission Income 6,952,625,221 7,132,391,423 6,709,690,329 6,974,834,184
Net trading Income 433 786,695,127 876,920,495 747,864,081 871,873,211
Other operating income 434 880,641,382 178,823,840 937,462,810 230,123,840
Total Oparating Income 0,619,961,730 8,190,135,758 8,395,017,320 8,076,831,235
Impalrment (charges)/roversals for loans & other losses | 4,35 (441,669.545)  (1.897,245,355) (441.669.545)  (1,897.245,355)
Not operating Income 0,178,292,185 6,192,890,403 7,953,347,775 6,079,585,880
Personnel Expenses 4,36 (1,769,231,620)  (1,493,243,345) (1,708,004,127)  (1,442,049,135)
Other Operaling Expenses 437 (881,279.860) (877,782,269) (865,492.811) (862,095,484)
Depreciation and Amortization 438 (268,655,712) (268,058,168) (260,242,555) (259,300,970)
Total operating expenses (2919,167,292)  (2,619,08),782) (2,033,820,203)  (2,564,345,589)
Oporating profit 5,259,124,893 3,553,806,621 5,119,518,483 3,515,240,201
Non operating Income 439 68,073,457 25,357 613 4,079,509 3,317,391
Non operating expense 440 (64,726.907) (6.287.986) (64.725.907) (6,287,086)
Profit bofore Income tax 5,262472,443 3,572,876,248 5,058,872,085 3,612,269,696
Income tax expanse 441
Curreni Tax (1,682,729.527) (1.112,577,681) (1,631,313.615) (1,087,060, 140)
Delorred Tax 22,451,814 (3,036,271) 31,047,339 (2,023,498)
Profit for the yoar 3,702,194,730 2,457,262,295 3,558,605,809 2,423,186,059
Profit attnbutable to Equity holders of the Bank 3,702,194,730 2,457,262 295 3,658,605,809 2,423,186,069
Profit atinbutable to non-controlling Interests
Profit for tho yoar 3,702,194,730 2,457,262,295 3,658,605,809 2,423,186,059
Earning per share 442
Basic earnings per share 2289 17.27 22,00 17.03
Diluted eamings per sharo 2289 17.27 22,00 17.03
Prithivi Bahadur Pandé Prajurya Rajbhandary Suryn Prakash Lal Shrestha Kabi Kumar Tibrewala Munmohan Raj Kafle, FCA
Chusirman Director Direetor Director Executive Partner
Jowhi & Bhardury
Chartered Accountants
Bhuwaneshwar Prisad Shah Bikinsh Thapa Munju Basnett Jyotl P, Pandey Suchin Tibrewal Auditor
Director Director Director CEO Hond-Accounts & Finanee

Date ; October - 3, 2021
Place : Durburmuarg, Kathmandu

(Source: Annual Reports of Banks)



Principal indicators of Nepal Investment Bank Limited

AU SetcaUc am fo
NEPAL INVESTMENT BANK LTD.

5.23 PrincipalIndicators

1 Percent of Net Profit Operating Income Percent ars %0 08 200 4235
2 Earnng Per Shave (Basc) Rs 203 »7 264 170 20
3 Market Value Per Share Rs ™ &2 59 a1 450
4 Price Eaming Rato Rato %3 174 198 253 209
S Dwidend (inchud ng bonus) on share capial Percent 400 400 120 1ns 180
6 Cash Dividend on Share Capisal Parcent 20 20 as 58 39
7. ntores! income’ Loan & Acvances Percent 90 "o we 101 82
8 Swuf Exp ! Total g€ Percent LI Qs §91 583 €03
8 huecest Expenses on Total Depost and Bomowings Percent ar 58 81 (1] 48
10 Exchange Ganv' Operatng Income Percent 04 1 ¥ ] "o ns L)
11 Suaft Sonus’ Total Staft Expenses Porcent 402 e n2 oS 2
12 Net Prefatoan and Advances (Gross) Parcent 29 R 1] 25 7 2
13 Net ProfyTotal Assels Rate 21 212 1 1 158
14, Credt Depost Raso with Equety |CCD LCY) Percent ne a7 nw nn 512
45 Total Opecanng Expenses’/ Totas Assets Percent os 13 14 13 12
18.Adequacy of Capral Fund on Rek Weghled Assess

2 Core Captad Pexen 158 158 "n» nm nn
5. Suppementary Capital Petcon 14 108 187 v 3
c. Yoral Capta Fund Porzen e 1268 1328 1354 “un
17.Liqudey (CRR) Peecont w0s 82 55 a7 44
18 Nons-performing credit/ Total credt Raso o8 1. 2rs 2" 248
19. Bass Rae Pescent 836 |2 [ &2 83 840
20 Weghted Average Interest Rate Spread Percent 434 4% axn 483 i
21 Tola Net-wort (Not Assats) Rs T02 18,707 884 4mme 255791968 | 27473063731 | X2234.011 6828
22 Totu Srares No 108.284 357 106 455 920 120,857 451 142 423 545 1682571295
23 Tola Stafis No, 1187 1355 1408 rar 1508
24 Bock Ve Per Share R 78 ) 199 m 158
25 Retum on Pad-Up Capaal Pearcent 223 A 258 o 20
26 Rotum on Shaseboders’ knd Percont 18s " 130 5] "o
27 Market Captalzaton (in Bilon) Rs. "ns L2 3] 614 TaR
28 Toid number of Branches Ne 81 ” L ) 2 e
29 Total number of ATMs Na 9% 1) mw 125 130
30 Totsl employ 0 per empoy Rs 000 81 [ 1¢] T4 ™ ™81
31 Tota Depost per empioyee Rs 000 Rl % 14) 13 107.453 "nran 16897
32 Employes sxpensa’ Totdl income Percent %9 "4 135 17 23
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(Source: Annual Reports of Banks)



Financial Statement of NIC Asia Banks Limited F/Y 2020/21
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Principal indicators of NIC Asia Bank Limited
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Financial Statement of Prime Commercial Banks Limited F/Y 2020/21

Prime Commercial Bank Limited
Statement of Financial Position

As on 31 Ashadh 2078 Amount in NPR
Particulars Note Current Year Previous Year
Assets
Cash and Cash Equivalents 41 7,864,971,018 10,379,968,108
Due from Nepal Rastra Bank 42 10,497,986,812 8,716,147,441
Placement with Bank and Financial Institutions 43 4,766,883,849 2,260,117,991
Derivative Financial Instruments 4.4 - -
Other Trading Assets 45 - -
Loans and Advances to B/Fls 4.6 6,097,765,504 4,116,319,738
Loans and Advances to Customers 47 135,383,783,808  110,435,793,069
Investment Securities 48 23,426,854,321 13,684,280,290
Current Tax Assets 49 288,058,641 136,770,124
Investment in Subsidiaries 4.10 - -
Investment in Associates 411 46,023,000 60,023,000
Investment Property 412 365,775,958 496,489,981
Property and Equipment 413 1,048,084,951 1,076,214,783
Goodwill and Intangible Assets 414 22,773,971 15,995,334
| Deferred Tax Assets 4.15 34,938,030 11,946,088
Qther Assets 4.16 693,318,870 792,928,030
| Total Assets 190,537,218,732  152,182,993,975
Liabilities
Due to Bank and Financial Institutions 417 6,042,373,556 10,350,291,413
Due to Nepal Rastra Bank 418 2,360,808,929 121,197,355
Derivative Financial Instruments 419 - -
| Deposits from Customers 4.20 154,139,514,074  119,441,613,623
Borrowing 41 - -
Current Tax Liabilities 49 -
Provisions 422 - -
Deferred Tax Liabilities 4,15 = 5
Other Liabilities 423 1,612,039,976 1,743,037,097
| Debt Securities Issued 4,24 2,440,968,911 -
 Subordinated Liabilities 4.25 - -
Total Liabilities 166,595,705,446  131,656,139,487
Equity
Share Capital 4.26 16,083,036,900 13,985,249,504
Share Premium - 644,823
Retained Earnings 2,719,161,525 1,888,969,218
Reserves 4.27 5,139,314,861 4,651,990,943
Total Equity Attributable to Equity Holders 23,941,513,286  20,526,854,488
Non Controlling Interest - -
Total Equity 23,941,513,286 20,526,854,488
Total Liabilities and Equity 190,537,218,732  152,182,993,975
Contingent Liabilities and Commitments 4.28 83,387,413,838  65,437,349,876
Net Assets Value per share 148.86 146.78

As per our Report of even date



Prime Commercial Bank Limited

Statement of Profit or Loss
For the year ended 31 Ashadh 2078 Amount in NPR
Particulars ‘ Note ‘ Current Year ‘ Previous Year

Interest Income 429 14,009,655970  12,233,257,785
Interest Expense 430 8,060,765,419 7,592,636,706
Net Interest Income 5,948,890,550 4,640,621,080
Fee and Commission Income 431 1,408,058,182 902,766,630
Fee and Commission Expense 432 105,269,669 71,334,334
Net Fee and Commission Income 1,302,788,513 831,432,295
Net Interest, Fee and Commisson Income 7,251,679,063 5A472,053375
Net Trading Income 43 321,266,753 267,526,501
Other Operating Income 434 269,718,604 61,914,593
Total Operating Income 7,842,664,420 5,801,494,468
Impairment Charge/ (Reversal) for Loans and Other Lossess 435 769,296,125 766,213,411
Net Operating Income 7,073,368,295 5,035,281,058
Operating Expense
Personnel Expenses 436 1,591,342,525 1,093,776,504
Other Operating Expenses 437 612,310,804 532,520,434
Depreciation & Amortisation 438 184,381,124 140,440,750
Operating Profit 4,685,333 842 3,268,542,969
Non Operating Income 439 . .
Non Operating Expense 440 . .
Profit Before Income Tax 4,685,333 842 3,268,542,969
Income Tax Expense 441

Current Tax 1,502,607,145 993,515,491

Deferred Tax (85,673,990) 23,549,178
Profit for the Year 3,268,400,687 2,251,478,300
Profit Attributable to:
Equity-holders of the Bank 3,268,400,687 2,251,478,300
Non-Controlfing Interest . .
Profit for the Year 3,268,400,687 2,251,478,300
Earnings per Share
Basic Eamnings per Share 2032 16.10
Diluted Earnings per Share 2032 16.10

(Source: Annual Reports of Banks)



Principal indicators of Prime Commercial Bank Limited

Prime Commercial Bank Limited
Principal Indicators
As on 31 Ashadh 2078

Fiscal Year
Pasticaars 1 20078 | 200877 ‘ 2075/76
(NFRS) (NFRS) (NFRS) (NFRS)
1 Net Profit/Total Income Percent 2042 16.72 20.18 18.01 22.84
2 Barnings Per Share Rs. 20.32 16.10 23.60 2149 2321
3 Market Value Per Share Rs. 479 255 278 287 421
4 Price Earning Ratio Ratio 23.57 15.84 11.78 1336 13.14
5 mﬁ;’d o S Gl gt 16.00 15.00 16.00 16.00 27.00
6  CashDividend in Share Capital Percent 06313 - - - -
7 ::;“mmeﬂm AL eent 9.17 10.05 12.16 1151 863
8 ?;':ﬂf:“mm' Operating percent 5734 52.05 55.49 52.96 875
9 Interest Expensesin Total Deposit  Percent 5.03 5.85 123 1.25 498
10 PXFuctuation Gain/TotalIncome  Percent 202 201 218 193 191
11  Saff Bonus/Total Staff Expenses  Percent n71 3320 2939 38.75 2.9
12 NetProfit/loan and Advances  Percent 229 195 286 283 250
13 Net Profit/Total Assets Percent 172 148 215 182 189
14 Total Loan/Deposits Percent £923 8857 89.15 8753 89.12
15 I‘fe'gpe"ﬁ"g peherlolm I o 125 116 129 103 074
16 Capital Adequacy Ratio:
A Core Capital Percent 1228 1283 1197 1143 1245
B. Supplementary Capital Percent 254 1.01 080 0.80 0383
C Total Capital Fund Percent 1482 1384 1276 1224 1328
17 liquidity { CRR ) Percert 7.8 7.25 983 1142 1327
18 ::m:;mg ol LI ot 099 148 1.00 085 088
19 ;"pf’;f::ed ™ 414 42 432 42 345
20 Book Networth Rs. 14886 14678 14384 13952 14916
21 Total Share of PCBL Number 160,830,369 139852435 93,186267 80332989 63254322
22 Total Staff Number 1548 1469 725 691 571
23 BaseRate Percent 721 862 1003 1047 1064
24 No of Branches {including EC) Number 192 184 73 64 55
5 Noof ATM Number 107 103 4 36 13

(Source: Annual Reports of Banks)



Financial Statement of NMB Banks Limited F/YY 2020/21

Consolidated Statement of Financial Position
As at 31 Asar, 2078 (15 July, 2021)

PriceinRs.
Group NMB
Asal Asal Asat Asal
Particulars Note 3 Asar 2078 31 Asar 2077 31 Asar 2078 31 Asar 2077
Assets
Cash and cash equivalent &l 16,442,664,482 12261847651 13867370526  11,098,349,234
Due from Nepal Rastra Bank &2 19268505528 15271028507  19,218505528  15,249,998.507

Placement with Bank and Financial 43 27,168,715 3,306,233,792 2,712,148715 3,304,233792
Institutions

Derivative financial instruments &b 17,161,392,136  10,066295972  17,161,392,13&  10,066,295,972

Other trading assets 45 2677460 264.899.900 2660000 264,890,000
Loan and advances to B/Fls 4t SI064T0,677  LGISBELSTY 5194470877 4645864579
Loansandadvances tocustomers 47 155112819977 118325756200 151014123921  115,648,472.666
Investment securities 68 17756933089 1526754132 17453562930 14998756047
Current tax assets IT) 99,225,763 68,254,607 92.74553% 81,460,881
Investment in susidiaries 410 - - 372,487 600 372,487,600
Investment in assaciales an : ; 2 2
Investment property &n 97,962,260 79,648262 91,942,260 79.448.262
Property and equipment &13 173075389 1785264155 1741914965 1755794235
Goodwill and Intangble assels 414 120066412 122204868 112540746 1258893
Deferred tax assets 415 /IS 70086860 29009565 264,421,080
Otherassels A6 2203821917 102080835 2209838 14139313
Total Assets 206,223,741,410 183,262,462,132 231,546,858,432 179,451,914,903
Liabilities

DuetoBank and Fnancial Instituions 417 1964515728 315001480 1964515728  3,150,014,840
Due to Nepal Rastra Bank 418 7597962045  LEI250154  75M982045 483250156
Derivative fancialinstruments 419 17,120,036376 10008212670 17,122.086.3%  10,008,212.470
Deposis from customers 420 165856477862 132285880304 164489205837  131,660,368,354
‘Bormowing 421 9239426200  A718151701 7443810000  3.416.310,000
Current Tax Lizbilities 49 . . -
Provisions a 1,703,108 212559 . .
Defered tax kabilties 415 14,698,348 14,876,185 : :
Other liabiltes A3 AIZBINAIE LTSI 34B6ASIAN 3169287821
Debl securites issued €26 5293940 221983412 S29AIN0 22798343
Subordnated Liabiltes 425 E : g :
Total liabilities 211,335,705,453 161,619,565,241 207,603,083,977 158,516,529,460
Equity

Share capital 426 16325960853 13950987467 14325960850 13950987467
Share premium 26210 157,383,680 - 12067470

Retained earnings 2,868,079,150 1,978,984,957 2,515,343,348 1,732,219,751



s @SS S SN SIS
o olyatrbutietoeguly 20000 0G0 IR 20150500
her

Non<controlling Interest JM@Q 312,408,067 )
Total equlty 24,000,095,957  21,642,006,891 23,943 174,455  20,936,305,243
Tota iabltes and eqully ~273‘_,2237.71_l|_.§|0 183,262,462,132 7235“6.!50@32 179,451,914,903

Contingen hablies and W8 128674206920 109.216197.564 128813764920 109,215,647 94
Vtmmitmnl

Net Assels Value pr share 16039 15247 14666 13006

(Source: Annual Reports of Banks)




Consolidated Statement of Profit or Loss
for theyear ended 3 Asar, 2078 (15 uly, 2021)

PricainRs,
Group NMB
Yearended  Yearended  Yearended  Yearendet
Partcular Noe SlAsr20  3hsr2  NAsed 3 Asran
s rcene L9 ILATIABEN TSOEILIE 13RS 14
meeslepese A0 BSBAS0N  MGNMAE BIBONIY  BN6TLE
Ne Inerest Income GIS20379 SI006814610 5,660,659,001 5,496,219,015
Feeandcommissonincome QI LA NS LMK 9L
Feeandcommission expense G0 IROAT 028 IBOMT 9128
Net fee and commission Income TIBA06GT 952756268 1030400100 60642440
NetIntres fee andcommissonncome.~~~ 1,504,020426 6,853,430,720  6700,206,480 6,202,672,55
Netragng ncame D MGISME  BOSLOL  I0B3 3841570
Oberaperatng come b TNONNE 2RO BINKS 253
Tota operatng Income B2BITISN 1455466600 1416350450 6902194209
Imparmen chargeleersal o G5 WONI LIS ML 148
loans and other losses
Netopeatng income TAASES STTRANLESN 1033008066 5275029004
Operaling expense _ | |
Persomelegpenses Wb 20008 B3 2088 4T
Cherowaigeneses AT WA MRS BYAIR S5
Deprciton Amorsation B IONENE AN JMUBNS 2
Operaling Proil - 00 2476600748 3R21,006819 2450203807
N opratng came QY WM A0 WO 1RSI
Nonopratng expense G0 52266 TSR 52048 RSB
Profit elore Income ax A2SILIT 2061006966 SMART6000 2,434004609
Income tax expense &4l
CuretTox O RIEE SN 0
ket Tacepenefone) B s GEm 0%

Profit for the period 73,0",356,613 1878795417 2711,073,708 1,712,776,521



rincipal indicators of NMB Bank Limited

14, Principal Indicators
The principal indicators of the bank for the past 5 years are as follows:

SNo. Partidars hdcalors  FY207YIL FY20T5 FY20TSM6 FY2006M EY20MIME
I Percetof et Profross come Percent a5 BK 8% 1% 1S
2 EamingPer Share Restated for previous years) R, 2% % BN N8 18
3 MarketVae Per Share Rs. % 0 % 0 W W W
& PriceEamngRato Rato 02 U8 WD NS B4
5 Dvdend(ncudngborus)nShareCaptdd Percent 1% 00 ®M 162 158
§  CashDvidend on Share Capitd Percent o8 W0 WM 3 30
7 InterestincomelLoan & Advances Percent 926 0B MM 05 &l
§  SufEpensesTod OperalingExpenses.~ Percn R R
9 IterestExpenses on Tota Deposi and Percent N T
Borrowing
10 Exchange GanTotal Assets Percent % 0w 0 0
11 Staf BonusTToal Stal Expenses Percent um BN A WS BN
12 NetProfLoan and Advances Percent W W W 1B 14
B NePoilkses R 18 15 1 15 W
16 ToalCoduDepost Percent TR R
15 Total Operatng ExpensesTotal Assels Percent W 1% 1m0 15 1x
16 Adequacy of Captal Fu on Risk Weghted Assets
2 Core Cpital Percent n¥  Wm BN onmo e
b) Supplementary Captdl Percent 2 W 25 w8
) Tota Captal Fernd Percent BSl 5% 1545 1508 1508
1 Liudy(OR) Rato M 8 4§ 5B Sk
18 Non-perorming credtTota crdit Percent 4 08 e 8 2
1§ BeseRate Percent 02 0M 9% BB 1B
2 Weighted Average nterest Rate Spread Percent W W I/ 3 2w
21 Retumonassets Percent ® e 18y IR
2 ReumonEqity Percent 1649 138  1B2 8% 1208
2 Costtobeome Rato Percent ¥ B0 BN N® B/
% CostofFund D) Percent 6 M6 1% &M sW
5 AverageYed (YTD) Percent TR L L
2% BookNetworth Rein000 10902261 16489809 1TADION 2095385 23937
7 TotalShares Nosin000 G618 708 94IR  IWZI0 163260
B ToulSaf Nurmber M 18 LA IS L
% NooiBranches Nurmber 0 m  nm 1 18
N NooAlMs Number 8 % @ ™ 1y

(Source: Annual Reports of Banks)



