
i

FINANCIAL PERFORMANCE ANALYSIS
OF NEPALESE COMMERCIAL BANKS

(WITH SPECIAL REFERENCE TO STANDARD
CHARTERED BANK NEPAL LIMITED AND NEPAL

BANGLADESH BANK LIMITED)

A Thesis Submitted to
Office of the Dean

Faculty of Management
Tribhuvan, University

Submitted by:
Nira Bhandari

Roll No: 3010006
T.U .Regd. No.7-1-301-199-2002

In partial fulfillment of the requirements for the Degree of
Master of Business Studies (M.B.S.)

Nawalparasi
September, 2012

FIN
A

N
C

IA
L PE

R
FO

R
M

A
N

C
E

 A
N

A
LYSIS O

F N
E

PA
LE

SE
 C

O
M

M
E

R
C

IA
L B

A
N

K
S

Subm
itted by: N

ira B
handari



ii

Recommendation

This is certify that the thesis

Submitted by:

Nira Bhandari

Entitled

FINANCIAL PERFORMANCE ANALYSIS OF NEPALESE

COMMERCIAL BANKS

(WITH SPECIAL REFERENCE TO SCBNL AND NBBL)

has been prepared and approved by this Department  in the prescribed
format of Faculty of Management. This thesis is forwarded for

examination.

Supervisor Head of Research Department Head of Department

Name: Mr. Dina Nath Bhusal Name: Mr. Tara Nath Kharel Bishnu Lamsal

Signature …………… Signature ………......... Signature
……….........



iii

VIVA-VOCE SHEET

Submitted by:

Nira Bhandari

Entitled

FINANCIAL PERFORMANCE ANALYSIS OF NEPALESE

COMMERCIAL BANKS

(WITH SPECIAL REFERENCE TO SCBNL AND NBBL)

and found the thesis to be the original work of the student and written

according to the prescribed format. We recommend the thesis to be

accepted as partial fulfillment of the requirements for the Master's Degree

in Business Studies (MBS).

VIVA-VOCE COMMITTEE

Act. Campus Chief Mr. Krishna Bandu Paudel

Members (Thesis Supervisor) Mr. Dina Nath Bhusal

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

Date:



iv

DECLARATION

I hereby declare that the work reported in this thesis entitled "Financial

Performance Analysis of Nepalese Commercial Banks (With Special Reference

to SCBNL and NBBL).” submitted to Tribhuvan University Faculty of Management,

is my original work done in the form of partial fulfillment of the requirement for the

Master of Business Studies [MBS] under the supervision of Supervisor Mr. Dina Nath

Bhusal, Dibya Jyoti Multiple Campus, Nawalparasi

Nira Bhandari

T.U. Reg. No. 7-1-301-199-2002

Date: ---------------------------



v

ACKNOWLEDGEMENTS

This study is mainly concerned with a view to examine the "Financial Performance

Analysis of Nepalese Commercial Banks (With Special Reference to SCBNL and

NBBL).” This study also mainly concerned to highlight Financial Performance

Analysis of SCBNL and NBBL.

I would like to extend my deep gratitude towards my respected thesis supervisor

Lecturer Dina Nath Bhusal and Act. Campus Chief Mr. Krishna Bandu Paudel, Mr.

Bishnu Lamsal Head of the Department of Dibya Jyoti Multiple Campus, Chisapani-

Bardaghat, Nawalparasi for their intuitive support, proper guidance and constant

encouragement. It would not have been possible for me to complete this research

work without their valuable suggestion, guidence, advice and direction.

I would like to express my gratitude to my mother Mrs. Laxmi Bhandari, sis Sa-

Radhika Bhandari and other family member for their incessant support and

encouragement during my study period.

I am also thankful to all my respected teachers and friends for their help. I a lot to Mr.

Keshav Poudel and all my friends.

Last but not the least I am thankful to Mr. Saraswoti Neupane and all the family of

this computer institute for composing and printing this thesis in time.

Nira Bhandari

Dibya Jyoti Multiple Campus



vi

TABLE OF CONTENTS

Recommendation i

Viva-voice sheet ii

Declaration iii

Acknowledgements iv

Table of contents v

List of Tables vii

Lest of Figures viii

Abbreviation ix

CHAPTER I: INTRODUCTION 1

1.1 Background of the study 1

1.2 Statement of the Problem 3

1. 3 Objectives of the Study 4

1.4 Limitation of the Study 5

1.5 Significance of the Study 5

1.6 Organization of the Study 5

CHAPTER II: REVIEW OF LITERATURE 7

2.1 Conceptual Framework 7

2.1.1 Concept of Financial Analysis 7

2.1.2 Importance of Financial Performance Analysis 9

2.1.3 Objectives of Financial Analysis 10

2.1.4 Limitation of Financial Analysis 11

2.1.5 Sources of Judging Financial Performance 12

2.1.6 Methods of Analyzing and Evaluating Financial Performance 14

2.2 Review of Related Studies 19

2.3 Review of Unpublished Thesis 28

2.4 Research Gap 38

CHAPTER III: RESEARCH METHODOLOGY 40

3.1 Research Design 40

3.2 Population and Sample of the Study 40



vii

3.3 Nature and Sources of data 41

3.4 Method of Data Analysis 41

3.4.1 Financial Tools 41

3.4.1.1 Ratio Analysis 41

3.4.2 Statistical Tools 44

CHAPTER IV: DATA PRESENTATION AND ANALYSIS 46

4.1 Analysis of Liquidity Position 46

4.1.1 Current Ratio 46

4.1.2 Cash and Bank Balance to Current Assets Ratio 48

4.1.3 Investment in Government Securities to Current Assets Ratio 50

4.1.4 Loan and Advance to Current Assets Ratio 52

4.1.5 Cash and Bank Balance to Total Deposit Ratio 54

4.2 Evaluation of the bank's efficiency in utilizing assets 56

4.2.1 Loan and Advances to Total Deposit Ratio 56

4.2.2 Total Investment to Total Deposit Ratio 58

4.2.3 Loan and Advances to Total Assets Ratio 60

4.3 Access the profitability position of the selected banks 62

4.3.1 Return on Equity 63

4.3.2 Interest Earned to Total Assets Ratio 64

4.3.3 Interest paid to Total Assets Ratio 66

4.3.4 Interest Earned to Operating Income Ratio 68

4.3.5 Return on Total Assets Ratio 69

4.3.6 Return on Loans and Advances Ratio 71

4.3.7 Earning Per Share 72

4.4 Observe the relation between debt and equity 74

4.4.1 Total Debt to Net worth Ratio 74

4.4.2 Debt to Equity Ratio 76

4.4.3 Net worth to total liabilities Ratio 78

4.5 Statistical Tools 79

4.5.1 Coefficient of correlation Analysis 79

4.5.2 Coefficient of correlation between deposit and loan and advances 79

4.5.3 Coefficient of correlation between deposit and total investment 81



viii

4.5.4 Coefficient of correlation between Deposit and net profit 82

4.6 Major Finding of the Study 83

CHAPTER V: SUMMARY, CONCLUSION AND RECOMMENDATIONS 87

5.1 Summary 87

5.2 Conclusions 88

5.3 Recommendations 89

BIBLIOGRAPHY

APPENDICES



ix

LIST OF TABLES

Table No. 4.1 Current Assets & Current Liabilities 47

Table No. 4.2 Calculation of Cash & Bank Balance to Current Assets Ratio 49

Table No. 4.3 Calculation of Investment on Government Securities to Current

Assets Ratio 51

Table No. 4.4 Calculation of Loan and Advance to Current Assets Ratio 53

Table No. 4. 5 Calculation of Cash and Bank Balance to Total Deposit Ratio 55

Table No. 4.6 Calculation of Loan and Advances to Total Deposit Ratio 57

Table No. 4.7 Calculation of Total Investment to Total Deposit Ratio 59

Table No. 4.8 Calculation of Loan and Advances to Total Assets Ratio 61

Table No. 4.9 Calculation of Net Profit to Total Equity Ratio 63

Table No. 4.10 Calculation of Interest Earned to Total Assets Ratio 65

Table No. 4.11 Calculation of Interest Paid to Total Assets Ratio 67

Table No. 4.12 Calculation of Interest Earned to Operating Income Ratio 68

Table No. 4.13 Calculation of Net Profit to Total Assets Ratio 70

Table No. 4.14 Calculation of Net Profit to Loan and Advances Ratio 71

Table No. 4.15 Calculation of EPS 73

Table No. 4.16 Calculation of Total Debt to Net Worth Ratio 75

Table No. 4.17 Calculation of Total Debt to Equity Ratio 77

Table No. 4.18 Calculation of Net Worth to Total Liabilities Ratio 78

Table No. 4.19 Correlation between Deposit and Loan & Advances 80

Table No. 4.20 Correlation between Deposit and Total Investment 81

Table No. 4.21 Correlation between Total Deposit and Net Profit 82



x

List of Figures

Figure No. 4.1 Current Ratio 48

Figure No. 4.2 Cash & Bank Balance to Current Assets Ratio 50

Figure No. 4.3 Investment on Government Securities to Current Assets Ratio 52

Figure No. 4.4 Loan and Advance to Current Assets Ratio 54

Figure No. 4.5 Cash and Bank Balance to Total Deposit Ratio 56

Figure No. 4.6 Loan and Advance to Total Deposit Ratio 58

Figure No. 4.7 Total Investment to Total Deposit Ratio 60

Figure No. 4.8 Loan and Advance to Total Assets Ratio 62

Figure No. 4.9 Net Profit to Total Equity Ratio 64

Figure No. 4.10 Interest Earned to Total Assets Ratio 66

Figure No. 4.11 Interest Paid to Total Assets Ratio 67

Figure No. 4.12 Interest Earned to Operating Income Ratio 69

Figure No. 4.13 Net Profit to Total Assets Ratio 71

Figure No. 4.14 Net Profit to Loan and Advance Ratio 72

Figure No. 4.15 Earning Per Share 74

Figure No. 4.16 Total Debt to Net Worth Ratio 76

Figure No. 4.17 Total Debt to Equity Ratio 77

Figure No. 4.18 Net Worth to Total Liabilities Ratio 79



xi

ABBREVIATION

RBB : Rastriya Banijya Bank

NBL : Nepal Bank Limited.

NRB : Nepal Rastra Bank.

S.D. : Standard Deviation.

DJMC : Dibya Jyoti Multiple Campus

T.U. : Tribhuvan University.

NGOS : Non-Government Originations

NMT : New Management Team

C.V. : Coefficient of Variations

SBI : State Bank of India (Nepal)

NBBL : Nepal Bangaladesh Bank Ltd

EBL : Everest Bank Ltd

BOK : Bank of Kathmandu Ltd

HBL : Himalayan Bank Ltd.

FY : Fiscal Year

ABBS : Anywhere Branch Banking Systems

PNB : Punjab national bank

ADBN : Agricultural Development Bank Nepal

F.P. : Financial performance


