INTEREST RATE OF COMMERCIAL BANKS AND ITS IMPACT ON DEPOSIT AND LENDING OF MONEY
Submitted by

Narayan Lamsal 
Central Department of Management 

Campus Roll No.: 476/064
Symbol No.:  280285/066
T.U. Regd. No.: 5-2-22-650-2004

Submitted to

Office of the Dean

Faculty of Management

Tribhuvan University 

Kirtipur, Kathmandu

In partial fulfillment of the requirement for the degree of

Master of Business Studies

Kathmandu, Nepal

October, 2011

Recommendation

This is to certify that the thesis

Submitted by:

Narayan Lamsal 
Entitled

INTEREST RATE OF COMMERCIAL BANKS AND ITS IMPACT ON DEPOSIT AND LENDING OF MONEY
has been prepared as approved by this Department in the prescribed format of Faculty of Management. This thesis is forwarded for examination.

           -------------------------
        ---------------------------
       
     -------------------------

Asso. Prof. Bishnu Hari Koirala
   Prof. Dr. Bal Krishna Shrestha
Prof. Dr. Dev Raj Adhikari 

          Thesis Supervisor                   Chairperson, Research Committee        Head of the Department 

Date: ……………..……


Viva-Voce Sheet

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

Narayan Lamsal 
Entitled

INTEREST RATE OF COMMERCIAL BANKS AND ITS IMPACT ON DEPOSIT AND LENDING OF MONEY
and found the thesis to be the original work of the student written according to the prescribed format. We recommend the thesis to be accepted as partial fulfillment for

Master's Degree in Business Studies (M.B.S.)

Viva-Voce Committee
Chairperson, Research Committee 
-------------------------

Member (Thesis Supervisor) 
--------------------------

Member (External Expert)
--------------------------

Member (Central Department of Management)
--------------------------

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


Declaration


I hereby, declare that the work reported in this thesis entitled “Interest Rate of Commercial Banks and Its Impact on Deposit and Lending of Money” submitted to Central Department of Management, University Campus, T.U., Kirtipur is my original piece of work done in the form of partial fulfillment of the requirement for the Master’s Degree in Business studies under the supervision and guidance of Associate Professor Bishnu Hari Koirala, Central Department of Management. 

Date: October, 2011 
................................

Narayan Lamsal 
Roll No.: 476/064

Central Department of Management



Acknowledgements


This study is mainly concern with the analysis of “Interest Rate of Commercial Banks and Its Impact on Deposit and Lending of Money.” During the course of my study, I found myself fortunate enough to receive a good deal to help and inspiration from various persons and institution. So I would like to express my sincere thanks to all of them.


I would like to express my sincere gratitude to my respected teacher Bishnu Hari Koirala, Associate Professor, Central Department of Management, T.U., for his valuable guidance and supervision to my study.

I am equally thankful to Mr. Rishi Raj Dawadi and Mr. Mukunda Rimal, Administrator and Assistant Administrator, Central Department of Management for their help and support. 

I am thankful to my friends who helped and supported me directly or indirectly during thesis writing. 


I am heartly thankful to all the staffs of concerned banks who helped me by providing required data and information. 
I am thankful to my friends who directly or indirectly supported me during my research. I am equally thankful to all the teachers and staffs of Central Department of Management, T.U., Kirtipur for their help and kind cooperation.  

Narayan Lamsal 
October, 2011 

Table of Contents

Page No.

Recommendation
i

Viva-Voce Sheet
ii

Declaration
iii

Acknowledgements
iv

Table of Contents
v

List of Tables
viii

List of Figures
ix

Abbreviations
x

CHAPTER I: INTRODUCTION
1-11
11.1 Background of the Study


81.2 Statement of the Problem


91.3 Objectives of the Study


101.4 Significance of the Study


101.5 Limitations of the Study


111.6 Organization of the study


CHAPTER II: REVIEW OF LITERATURE
12-33
122.1 Conceptual Framework


122.1.1 Interest Rate Theories


142.1.2 Interest Rates in Financial System


142.1.3 Functions of Interest Rate in the Economy


152.1.4 Determinants of the Interest Rates


162.2 Concept of Deposit


172.2.1 Types of Deposit


192.2.2 Importance of Deposit


202.2.3 Deposit Mobilization


232.2.4 Need for Deposit Mobilization


242.2.5 Factors Affecting Deposit Mobilization


252.3 Reviews from Relevant Studies


252.3.1 Review of Some additional Books


282.3.2 Review of Journals and Articles


292.3.3 Review of Theses


332.4 Research Gap


CHAPTER III: RESEARCH METHODOLOGY
34-38
343.1 Research Design


343.2 Source of Data and Collection Procedure


353.3 Population and Sample


353.4 Tools for Data Analysis


363.4.1 Arithmetic Mean


363.4.2 Standard Deviation


363.4.3 Correlation of Coefficient


373.4.4 Coefficient of Determination


383.4.5 t-test for significance for Correlation Coefficient


CHAPTER IV: DATA PRESENTATION AND ANALYSIS
39-70
394.1 Analysis of Deposit and Interest Rates


404.1.1 NABIL Bank Limited


454.2.2 Everest Bank Ltd (EBL)


494.2.3 Bank of Kathmandu (BOK)


544.3 Analysis of Fluctuation in Lending Interest Rate and Its Relation with Lending Amount


544.3.1 NABIL Bank Ltd.


584.3.2   Everest Bank Limited (EBL)


614.3.3 Bank of Kathmandu (BOK)


644.4 Analysis of relation between Deposit Rate and Lending Rate


644.4.1 NABIL Bank Limited


664.4.2 Everest Bank Ltd. (EBL)


674.4.3 Bank of Kathmandu (BOK)


694.5 Major Findings


CHAPTER V: SUMMARY, CONCLUSION AND RECOMMENDATION
71-76
715.1 Summary


735.2 Conclusion


755.3 Recommendation


77BIBLIOGRAPHY

-80
Appendices 



List of Tables

Page No.

34Table 4.1: Interest rate structure of NABIL on deposits (Mid-July 2006 to 2010)


34Table 4.2: Relationship between Interest Rate on Deposit and Deposit amount of NABIL


34Table 4.3: Interest rate structure of EBL on deposits (Mid-July 2006 to 2010)


34Table 4.4 Relationship between Interest Rate on Deposit and Deposit amount of EBL


34Table 4.5: Interest rate structure of BOK on deposits (Mid-July 2006 to 2010)


34Table 4.6: Relationship between Interest Rate on Deposit and Deposit amount of BOK


34Table 4.7: Lending rate of NABIL on different sectors during last five FYs


34Table 4.8: Lending rate of EBL on different sectors during last five FYs


34Table 4.9: Lending rate of BOK on different sectors during last five FYs


34Table 4.10: Relationship between Interest Rate on Deposit and Lending of NABIL


34Table 4.11: Relationship between Interest Rate on Deposit and Lending of EBL


34Table 4.12: Relationship between Interest Rate on Deposit and Lending of BOK






List of Figures

Page No.

34Figure 4.1: Interest Rate on Saving and Fixed Deposits of NABIL


34Figure 4.2: Deposit Amount of NABIL during different Fiscal Years


34Figure 4.3: Deposit Rate of NABIL during different Fiscal Years


34Figure 4.4: Interest Rate on Saving and Fixed Deposits of EBL


34Figure 4.5: Deposit Amount of EBL during different FY


34Figure 4.6: Deposit Rates of EBL during different FYs


34Figure 4.7: Interest Rate on Saving and Fixed Deposits of BOK


34Figure 4.8: Deposit Amount of BOK during different FY


34Figure 4.9: Deposit Rates of BOK during different FYs


34Figure 4.10: Average Lending Rate of NABIL during different FYs.


34Figure 4.11: Lending Amount of NABIL during different FYs.


34Figure 4.12: Average lending rate of EBL during different FYs


34Figure 4.13: Lending Amount of EBL during different FYs


34Figure 4.14: Average lending rate of BOK during different FYs


34Figure 4.15: Lending Amount of BOK during different FYs


34Figure 4.16: Relationship between Deposit Rate and Lending Rate of NABIL


34Figure 4.17: Relationship between Interest Rate on Deposit and Lending of EBL


34Figure 4.18: Relationship between Interest Rate on Deposit and Lending of BOK





ABBREVIATIONS

A/C 



Account

BOK 



Bank of Kathmandu

CPI 



Consumer Price Index

EBL 



Everest Bank Limited

et. al. 



and others

Fig. (s) 


               Figures

FY 



Fiscal Year

GDP 



Gross Domestic Product

GNP 



Gross National Product

i.e. 



That is

LC 



Letter of Credit

Ltd 



Limited

NGO 



Non Government Organization

NRB



Nepal Rastra Bank

PIN 



Price Index Number

PPI 



Product Price Index

Rs. 



Rupees

T-Bills 


               Treasury Bills

Vol. (s) 

                 
Volume

WPI 



Wholesale Price Index






































viii





ix








