LOAN DISBURSEMENT AND RECOVERY MANAGEMENT OF
JOINT VENTURE BANKS IN NEPAL

(A comparative Study of Everest Bank Limited and Himalayan Bank Limited)

Submitted By
BIDHYA SHARMA
Central Department of Management
T.U. Regd. No.: 7-2-241-33-2004
Exam Roll No.: 280229
Campus Roll No. 40/064

A Thesis Submitted to:
Central Department of Management
Tribhuvan University

In the partial fulfillment of the requirement of the
Master's Degree in Business Studies (MBS)
Kirtipur, Kathmandu
Nov, 2011



RECOMMENDATION
This is to certify that the thesis

Submitted by:
BIDHYA SHARMA

Entitled:

LOAN DISBURSEMENT AND RECOVERY MANAGEMENT OF
JOINT VENTURE BANKS IN NEPAL

(A comparative Study of Everest Bank Limited and Himalayan Bank Limited)

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

Faculty of Management. This thesis is forwarded for examination.

Mr. Sanjay Shrestha Prof. Dr. Bal Krishana Shrestha Prof. Dr. Dev Raj Adhikari

(Thesis Supervisor) ( Head, Research Committee) (Head of the Department)



VIVA-VOCE SHEET

We have conducted the viva —voce of the thesis presented

By
BIDHYA SHARMA
Entitled:
LOAN DISBURSEMENT AND RECOVERY MANAGEMENT OF

JOINT VENTURE BANKS IN NEPAL

(A comparative Study of Everest Bank Limited and Himalayan Bank Limited)

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 requirement for the Master's Degree in Business Studies (MBS)

Viva-Voce Committee

Head, Research Committee
Member (TheSiISSUPErviSOr) e

Member (External Expert)

Member (Central Department of Management) ...........c.ccooviiiiiiiii i,



DECLARATION

I here by declare that the work reported in this thesis entitled “LOAN
DISBURSEMENT AND RECOVERY MANAGEMENT OF JOINT VENTURE BANKS
IN NEPAL (A Comparative study of Everest Bank Limited and Himalayan
Bank Limited)” submitted to Tribhuvan University, Kirtipur, Faculty of
Management, is my original work done in the form of partial fulfillment of
the requirement for the Master’s Degree in Business Study (M.B.S.) under
the supervision of Mr. Sanjay Shrestha, Lecturer, Tribhuvan University,

Kirtipur.

BIDHYA SHARMA
TU Regd. No: 7-2-241-33-2004

Roll No. 40/064



ACKNOWLEDGEMENT

This thesis entitled “LOAN DISBURSEMENT AND RECOVERY MANAGEMENT
OF JOINT VENTURE BANKS IN NEPAL (A Comparative study of Everest Bank
Limited and Himalayan Bank Limited)” has been prepared in partial
fulfillment for the Masters degree in Business Studies (MBS) under the
supervision of Mr. Sanjay Shrestha, Lecturer, of Tribhuvan University,
Kirtipur, Faculty of Management. It is my privilege of getting helps and co-

operation from different persons.

Firstly, I would like to express my sincere gratitude to my respected
thesis advisors Mr. Sanjay Shrestha, Lecturer, of Tribhuvan University,
Kirtipur, Faculty of Management who guided throughout research work
with providing valuable suggestions, supports and supervision. Without
these remarkable help and guidance, this thesis would not have come in

this form.

Similarly, [ would like to thank staffs of sample Banks for providing me the
necessary data to complete the study. It would not be possible to complete
the study without their support. | am equally grateful to Central Library of
T.U., for providing me necessary books, journals and articles. I also must
acknowledge to all the authors, whose books, reports and thesis have been

consulted during my thesis preparation period.

Finally, I would like to express my genuine appreciation to the staffs of
Central Department of Management, Kirtipur, my family members and my

friends extended their generous support to complete this thesis work.

Bidhya Sharma



TABLE OF CONTENTS

Recommendation

Viva-Voce Sheet

Declaration

Acknowledgment

Table of Contents
List of Table

List of Figures

Abbreviations

CHAPTER 1
INTRODUCTION

1.1
1.2
1.3

1.4
1.5
1.6
1.7
1.8

Background of the Study

Commercial Banks in Nepal

Profiles of the Selected Banks.

1.3.1 Profile of Himalayan Bank Limited
1.3.2 Profile of Everest Bank Limited
Statement of the Problem

Objective of the Study

Limitation of the Study

Significance of the Study

Organization of the Study

Page No.

o
[y
(o)

O© O O N -

12
13
14
14
15



CHAPTER 11
REVIEW OF LITERATURE

2.1Conceptual Review

2.1.1 Loan

2.1.2 Loan Disbursement

2.1.3 Loan Recovery

2.1.4 Types of Loan

2.1.5 Interest Rate on Loan

2.1.6 The Management for Providing Loan
2.1.7 The Management for Loan Recovery

2.1.8 Terms and Condition to Disburse Loan

2.2 Review of Previous Studies
2.2.1 Review of Legislative Provision
2.2.2 Review of Theses

2.3 Research Gap

CHAPTER III

RESEARCH METHODOLOGY

3.1 Research design

3.2 Population and Sample

3.3  Source of Data

3.4 Data Collection Techniques

3.5 Data Analysis Tools

3.5.1 Financial tools

3.5.2 Statistical Tools

17-45
17
17
18
19
21
22
23
25
27
30
30
36
44

46-54
46
46
47
47
47
48
51



CHAPTER-IV

DATA PRESENTATION AND ANALYSIS 55-106

41 Ratio Analysis 55
4.1.1 Assets/ Liability Management Ratio 55
4.1.2 Activity Ratio 67
4.1.3 Profitability Ratio 83
4.1.4 Recovery of Loan 90

4.2  Measuring Correlation Coefficient between Different
Variables 93

4.2.1 Correlation between Loans and Advances and Deposits 95

4.2.2 Correlation between Loan Loss Provision and Loan

and Advances 97
4.2.3 Correlation between Total Income and loan
and Advances 98

4.2.4 Correlation between Shareholder’s equity and
Loan and Advances 99

4.2.5 Correlation between Loan disbursement and

recovery 100
4.3  Major Findings of the Study 101
CHAPTERV
SUMMARY, CONCLUSION AND RECOMMENDATIONS 107-114
5.1 Summary 107
5.2 Conclusion 109
5.3 Recommendations 112
Bibliography

Appendix



LIST OF TABLE

Table No.

1.1 List of Commercial Banks

2.1 Deprived sector, Lending rate of Commercial Banks

2.2 Provision for the Single Borrower Credit Limit

2.3 Limit to be maintained by Commercial Banks

2.4 C(Classification of loan and required provision

2.5 Timetable and the categories to classify the Loans and
Advances

4.1 Loan and Advances to Total Assets Ratio of EBL

4.2 Loan and Advances to Total Assets Ratio of HBL

4.3 Loan and Advance and Investment to total Deposit Ratio
of EBL

4.4 Loan and Advance and Investment to total Deposit Ratio
of HBL

4.5 Investment to Loan, Advances and Investment Ratio of EBL

4.6 Investment to Loan, Advances and Investment Ratio of HBL

4.7 Loans and Advances to Shareholder’s Equity Ratio of EBL

4.8 Loans and Advances to Shareholder’s Equity Ratio of HBL

4.9 Loan Loss Provision to Total loans and advance of EBL

4.10 Loan Loss Provision to Total loans and advance of HBL

4.11 Non -performing Loan to Total Loans and Advances Ratio
of EBL

4.12 Non -performing Loans to Total Loans and Advances Ratio
of HBL

4.13 Interest Income to Total Income Ratio of EBL

4.14 Interest Income to Total Income Ratio of HBL

4.15 Loan and Advance to Total Deposit Ratio of EBL

Page No.

32
34
35
35

36
56
57

59

60
62
63
65
66
68
69

71

73
75
76
78



4.16 Loan and Advance to Total Deposit Ratio of HBL 79

4.17 Interest income to Interest Expenses Ratio of EBL 81
4.18 Interest Income to Interest Expenses Ratio of HBL 82
4.19 Return on Equity of EBL 84
4.20 Return on Equity of HBL 86
4.21 Earnings Per Share (EPS) of EBL 88
4.22 Earning Per Share (EPS) of HBL 89
4.23 Amount of Loan Recovered By EBL 90
4.24 Amount of Loan Recovered By HBL 92
4.25 Correlation between Loans and Advances and Deposits 96

4.26 Correlation between Loan Loss Provision and Loan and

Advances 97
4.27 Correlation between Total Income and Loan and Advances 98
4.28 Correlation between Shareholder’s Equity and Loan and

Advances 99

4.29 Correlation between Loan disbursement and recovery 101



LIST OF FIGURE

Figure No.

4.1
4.2
4.3
4.4
4.5
4.6
4.7
4.8
4.9
4.10
4.11

4,12

4.13
4.14
4.15
4.16
4.17
4.18
4.19
4.20
4.21
4.22
4.23

Loan and Advances to Total Assets Ratio of EBL

Loan and Advances to Total Assets Ratio of HBL

Page No.
56
57

Loan and Advance and Investment to total Deposit Ratio of EBL 59

Loan and Advance and Investment to total Deposit Ratio of HBL 60

Investment to Loan, Advances and Investment Ratio of EBL
Investment to Loan, Advances and Investment Ratio of HBL
Loans and Advances to Shareholder’s Equity Ratio of EBL
Loans and Advances to Shareholder’s Equity Ratio of HBL
Loan Loss Provision to Total loans and advance of EBL
Loan Loss Provision to Total loans and advance of HBL

Non -performing Loan to Total Loans and Advances Ratio

of EBL

Non -performing Loans to Total Loans and Advances Ratio

of HBL

Interest Income to Total Income Ratio of EBL
Interest Income to Total Income Ratio of HBL
Loan and Advance to Total Deposit Ratio of EBL
Loan and Advance to Total Deposit Ratio of HBL
Interest income to Interest Expenses Ratio of EBL
Interest Income to Interest Expenses Ratio of HBL
Return on Equity of EBL

Return on Equity of HBL

Earnings Per Share (EPS) of EBL

Earning Per Share (EPS) of HBL

Amount of Loan Recovered By EBL

4.24 Amount of Loan Recovered By HBL

62

65
66
69
70

72

73
75
76
78
79
81
82
85
86
88
89
91
92



ABBREVIATIONS

ABBS Anywhere Branch Banking System
ADBL Agriculture Development Bank Limited
ATM Automatic teller Machine

CRR Cash Reserve Ratio

Cv Coefficient of Variance

EBL Everest Bank Limited

EPS Earning Per Share

FDR Fixed Deposit Receipt

F/Y Fiscal Year

HBL Himalayan Bank Limited

L/C Letter of Credit

Ltd. Limited

NPA Non Performing Assets

NRB Nepal Rastra Bank

P.E. Probable Error

T Coefficient of correlation

RDL Revolving Demand Loan

STDL Short Term Demand Loan

TU Tribhuvan University



