CHAPTER-I
INTRODUCTION

1.1 Background of the Study

Nepalese economy is underdeveloped compared thupe and rapidly progressive
economics of two neighbors. But Nepal is onlineadeping country in the world and
slowly has also increasing the trend of the econarondition. The developing of a
country is always measured by its economic indidéswerefore every country has
given emphasis on uplift of its economy. Now a d#ys financial institution are
viewed as catalyst in the process of the economiwip. The mobilization of
domestic resources is one of the key factors in dbenomic development of a
country. Every well-organized financial institutiamcluding financial intermediaries
play pivotal role in the development and advancdnoénhe financial sectors of the
country. They collect scattered financial resourfresn the mass and invest them
among those who are social activities of the cqunthis will provide fuel to the
development process. The economic activities of ¢bantry assistance of the
financial institution. They are actually indispebkapart of the development process.
It is the fact that the unorganized financial systeeads the country nowhere.
Therefore the central bank (Nepal Rastra Bank) i@oaus to play major role in
development and advancement of the financial sectiothe country.

Bank is the most important financial institutionhieh is engaged in monetary
transactions. It is an institution, which dealshatoney by accepting various types of
deposit from the depositors under various depasieses there by allowing interest
on them & also rendering loans on mortgage to detdinit for productive use by
charging interest. Bank accepts various kinds giod# from the public, which are
repayable on demand or on the short notice. Thusglps in mobilization of cash

from saver groups to user groups.

Banks are expected to support their local commemitvith an adequate supply of
credit for all legitimate business and consumearitial needs and to price that credit
reasonably in line with competitively determinedenest rates. Indeed making loans

is the principal economic function of banks to fuoohsumption and investment



spending by businesses, individual, and units ofegament. How well a bank
performs its lending function has a great dealdavith economic health of its region,
because bank loans support the growth of new bssiaad jobs within the bank’s
trade territory and promote economic vitality. Maver, bank loans often seem to
convey positive information to the market place wba borrower’s credit quality,
enabling a borrower to obtain more and perhaps wdaiecheaper funds from other

sources.

For most banks, loans account half or more of ttetal assets and about half to two
thirds of their revenues. Moreover, risk in bankiagds to be concentrated in the loan
portfolio. When a bank gets into serious troubte,groblems usually springs from
loans that have become uncollectible due to misgemant, illegal manipulation of
loans, misguided lending policies, or an unexpeetsahomic downturn. A detailed
analysis of the documentation and collateral ferldrgest loan, a review of a sample
of small loans and an evaluation of the bank’s Igaricy should be properly
monitored to ensure that it is sound and prudeptder to protect the public’s funds.
Thus it becomes necessary that the funds of th&, banich has been granted as
loans, into various sectors be thoroughly inspetteguarantee the protection of the

bank against unforeseen risks.

In the present context, the role of money in theneeny has become very important.
Proper and well-planned management of money —tdireletermines and enhances
the health and productivity of total financial seceand performance of financial

sector affects the growth of the economy. Bankectdl, disperses and controls the
flow of money. Banks collect the funds from pubkbo has savings and it disperses
the fund to the people who are in need of it. Wy, whole infrastructure of national

development, direction of economy, rate of progi@ss even the habit of people is
being the function of the banking system. Thereftlie existence of bank is for the
change in every aspect of human beings and iteipcesis for the enrichment of the

people.

The issue of development always rests upon the lrpation of resources. Bank’s
function of lending ensures required volume of tpio resources mobilization.

Thus, the foundation of resources mobilizationillq@d on the bank’s function of



lending. The primary issue of economic developnemb increase the investment in
productive sector. The increase in investment eff@ositively in every sector of

economy such as employment, production, incomegmorent revenue, international
trade etc. What roles can a bank play to assisetbaomic development is the main
issue that the banking sector in Nepal and seetasnd the world is facing today.

The liberalization of economy has posed more resipdity and challenges to

commercial banks. This has created new areas bfpilities and posed high degree
of competition risks. The existence of bank hasatd in economic development and
the banks have a big role to play in fund mobil@atto increase the pace of
development .The liberalization of financial sedtoNepal has opened a new horizon

of expectancy in banking industry.

Investment policy is a study in determining the aripnce of the bank’s investment
policy towards National Economic Development beeaut ensures efficient

allocation of funds to achieve the material andhecoic well being of the society as a
whole. In this regards loan disbursement pattera been a major catalyst in

achieving priority of industries in the contextNépal’s economic development.

All Commercial Banks in Nepal have their own invesht policy apart from
government policy and Central Bank's rules. Timelaluation and reform of

investment policy is utmost important for strenging the position of banks.

Talking about the history of bank, an institutiobahking system came into existence
in Nepal only in the 19 century. Nepal Bank Limited was the first finarcia
institutional of Nepal established on the™36f Kartik 1994. Being a commercial
bank, it focuses on income generating and profiximeation. As it was only one
commercial bank has to look the economic condittbrcountry. Only one Nepal
Bank Limited was not sufficient to look all the smcof country. So in 2013 B.S.
another bank named “Nepal Rastra Bank” was eshtaulisas the central bank.
Similarly the 29 commercial bank Rastriya Banijya Bank was establisas the
second commercial bank of Nepal in Magh 10, 2022.,Bunder Rastriya Banijya
Bank Act 2021. This act is now revised as CommeérBank Act 2031. B.S.
“Accepting deposits, granting loan and performingnmercial banking functions are

the main motto of commercial bank” (Commercial BaAkt, 203). For the



development of industry, commerce and trade, Ndpdustrial Development
Corporation was established under Industrial Dewekent Corporation Act 2016. For
the development of agricultural section, AgricidlurDevelopment Bank was
established on MagH™2024 B.S., under the Agricultural Bank Act 2028B.

The government of Nepal observed the necessitiesapifi development of the
country for which it has adopted “liberalized econo policy, laissez fair economy
and encouraged foreign investment”. “The governni@mhed Foreign Investment &
Technology Act 1981 A.D. which was later revisedAas 1992 A.D. by new elected
democratic government’(Foreign Investment and Teldgy Act ,1992). The joint
venture bank was introduced in Nepal in 2041 B.fh the establishment of “Nepal
Arab Bank Limited”. It was established with joinenture of U.A.E bank, financial

institution of Nepal.

The second joint venture bank, Nepal Indosuez Blankited was established in
6"Magh 2042 B.S. Similarly, others joint venture bsrike, Nepal Grindlays Bank
Limited on 18'Marg 2043, Nepal Investment Bank Limited on 2048.BNepal State
Bank of India Limited on 2050 B.S., Nepal Bangldd&ank Limited on 2051 B.S.,
Everest Bank Limited on 2051 B.S., Bank of Kathmameh 2052 B.S. and Nepal
Bank of Ceylon Limited on 2052 B.S. have been distadd. Till now other

commercial banks have been also established.

Among them majority of banks are established imtjorenture banks. “A joint
venture is the joining of forces between two or enenterprises for the purpose of
carrying out a specific operation industrial or eoercial investment, production or
trade.”(Gupta, 1984: 15)

Joint venture banks play an important role for eroic development of nation. They
have been adopted new banking technique, managefitent hypothecation,
syndication lending policies, tale banking creditd; master card from international
banking technique. They render various servicegh&r customers in order to
facilitate their economic and social life. Joinhugre banks are operating in Nepal in
an act as commercial banks are operating and parfgrtheir work under the

direction of Nepal Rastra Bank. Nowadays, theremaa@y joint venture banks and
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other financial institutions, but there are litdpportunities to make fair investment.
Meanwhile, the banks and financial institutions aftering very low deposit and
credit interest rate. So to survive in the competitoanking market, one should
follow the fundamental principles of sound investingolicy with minimum risk and

maximum profit.

However, the joint venture banks are operatingepd and play important role in the
economic development of the country. Investmenicgas an important ingredient of
overall national economic development becausesties efficient allocation of fund
to achieve the materials and economic well beinghefsociety as a whole. In this
regard, joint venture bank investment policy pusives to achieve priority of
commercial sectors in the context of Nepal's ecaronevelopment. National
development of any country depends upon the ecandevelopment of that country
and economic development is supported by finanoiaastructure of that country.
Banks constitute an important segment of financifdastructure of any country.
Banking when properly organized it aids and faesitthe growth of trade and
industry and hence of national economy. In the moad®onomy, banks are to be

considered not as dealers in money but as thereafldevelopment.

Banking plays a significant role in the developmehmations. Bank is a financial
institution which primary classes in borrowing al@hding. Modern bank prefers
varieties of functions. Therefore it is difficuti lecide the function of a modern bank
because of their complexity and versatility in giem. Various authors have defined
the word ‘Bank’ in different ways. “A commercial ta is dealer in money and it
substitutes for money such as cheque or bills ohamge, it also provides a variety of

financial service.(Britannica, 1985:600)

Commercial banks are major financial institutiomjeh occupy quite important place
in the framework in every economy because theyigeogapital for the development
of industry. Commercial banks formulate sound itwent policies to make it more
effective, which eventually contribute to the ecomo growth of country. The bound
policies help commercial banks maximizing qualibidaguantity of investment and

hereby achieve the own objective of profit maxiicza and social welfare.



Formulation of sound investment policies and car@td and planned efforts pushed

forward the forces of economic growth.

In the study the word investment conceptualizednliestment of income, savings or
other collected fund. The term investment covenside range of activities. It is
commonly known fact that an investment is only adseswhere there is adequate
saving. If all the incomes and savings are consutnexblve the problem of hand to
mouth and to the other basic needs. Then thereoiexistence of investment.
Therefore, both saving and investment are intdedlalnvestment policy is an
important ingredient of overall national economywe&epment because it ensures
efficient allocation of fund to achieve the matkyiand economic well being of the
society as a whole. In this regards, joint venhark investment policy push drives to
achieve priority of commercial sectors in the cahtef Nepal's economic

development.

1.2 The Definition of Bank

When, where and how the modern banking actuallyecamexistence cannot be
pointed out. But, from the different historical fadt reveals that some banking
activities have been carried out since the time emarial. At that time merchants,
money lenders, goldsmiths, etc. performed the ankransactions. Later, the
transactions started increasing and they becamedtigties of money exchange,
securing the valuable goods, deposit money, lendingey and so on. For all these
types of activities, written receipts began to sBediand the modern banking started.
In the historic age sources say that goldsmithsnaodey lenders contributed to large
extent in the growth of banking system. They usestdre peoples’ gold by charging
nominal charges, issued receipts to the depositwang;h was good for payments.
Later, they started advancing money charging isteoe it. So, the goldsmiths and
money lenders started performing the functions eofdenn banking i.e. accepting
deposits and advancing loans. However, the modankibg originated in Italy. The
word bank was derived from the Italian word “Banediich means accumulation of
money or stock. Bank as an institution was origegddtom Italy. The bank of Venice
which was established in 1157 A.D was the firstkoianthe history of banking and it

was established to finance the monarch in the wirs. Bank of Barcelona Spain



which was established in 1404A.D. was the secomit bathe World and then. The
Bank of Genoa was set up in 1407 AD.

The first central bank though was the bank of Emgjl&hich was established in 1844
A.D; banking has come to the present advanced forough various stages. Some
sorts of banking activities have been carried ouces the time immemorial.
Traditional forms of banking were traced during tnalization of Greek, Rome and
Mesopotamia. With large banking firms establisireéflorence, Rome, Venice and
other Italian cities the banking activities spreatbughout the Europe and it slowly

spread throughout the world.

1.2.1 Commercial Banks

Commercial banks means a bank which operates ayrrexchanges transactions,
accept deposits, provides loan performs dealingting to commerce except the
banks which have been specified for the cooperatigeiculture, industry or other
similar specific objectives. There are 31 commétuiaks in Nepal.

There are 31 licensed commercial Banks in Nepaés&hcommercial banks have
given a new horizon to the financial sector of theuntry regarding healthy
competition, foreign capital investment, technobtadjitransfer and experience and

skills. The name of 31 Licensed Commercial Banksaarfollows:



List of Commercial Banks in Nepal

SN | Name of Commercial Bank Year of Est. | Head Office
(AD)

1 Nepal Bank Ltd. 1937 Dharmapath Kathmandu

2 Rastriya Banijya Bank 1966 Kathmandu

3 Agriculture Development Bank 1968 Ram sha Patimikandu

4 Nabil Bank Ltd 1984 Nabil House, Kamaladi,
Kathmandu

5 Nepal Investment Bank 1986 Durbar Marga Kathmandu

6 Standard Chartered Bank 1987 Baneshor, KTM

7 Himalayan Bank 1993 Tridevi Marg, Thamel

8 Nepal SBI Bank 1993 Hattishar, Kathmandu

9 Nepal Bangladesh Bank 1993 New Baneswor, Kathmand

10 | Everest Bank Ltd 1994 Baneshwor Main Branpch
Kathmandu

11 | Bank of Kathmandu 1995 Kamal Pokhari,kathmandu

12 Nepal Credit Commerce Bank Ltd 1996 NB Building, Bagbazar
Kathmandu,

13 | Lumbini Bank Ltd 1998 Durbar Marg, Kathmandu pislle

14 | Machapuchre Bank 2000 Naya Bazar, Pokhara

15 | Kumari Bank 2001 Putali Sadak, Kathmandu

16 Laxmi Bank 2002 Hattisar, Kathmandu

17 | Siddhartha Bank 2002 Hatissar, KamaladiKathmandu

18 IME Global Bank 2007 Panipokhari Kathmandu

19 | Citizens Bank International 2007 Kamaladi Kathoha

20 | Prime Commercial Bank 2007 Bira Complex, NewdRoa

21 | Sunrise Bank 2007 Gairidhara Crossing, Kathmandu
Nepal

22 | Grand Bank Nepal Ltd 2008 Kathmandu Plaza, FiRbor,
Kamaladi

23 | NMB Bank 2008 Babarmahal, Kathmandu

24 | Kist Bank 2010 KIST Building ,Anamnagar,
Kathmandu

25 | Janata Bank 2010 New Baneshor, Kathmandu

26 Mega Bank 2010 Mega Mahal, Kantipath, Nepal

27 | Commerz and Trust Bank 2010 Tindhara Road, Kaanal
Kathmandu.

28 | Civil Bank 2010 Classic Complex, Tindhara Road,
Kamaladi, Kathmandu-31

29 | Century Bank 2010 Putalisadak, Kathmandu,

30 | Sanima Bank 2012 Naxal, Kathmandu

31 NIC Asia 2013 Kamaladi, Kathmandu

Source: http://commoditysansar.blogspot.con?013



1.3 Brief Introduction of Sample Banks

NABIL Bank Limited

Nabil Bank Limited, the first foreign joint ventubank of Nepal, started operations in
July 1984. Nabil was incorporated with the objeetiof extending international
standard modern banking services to various sedbrthe society. Pursuing its
objective, Nabil provides a full range of commekdanking services through its 51
points of representation across the nation and dv6rreputed correspondent banks

across the globe.

Nabil, as a pioneer in introducing many innovagwreducts and marketing concepts
in the domestic banking sector, represents a roilesin the banking history of Nepal
as it started an era of modern banking with custasagsfaction measured as a focal

objective while doing business.

Operations of the bank including day-to-day operatiand risk management are
managed by highly qualified and experienced managénteam. Bank is fully
equipped with modern technology which includes ATMmedit cards, state-of-art,
world-renowned software from Infosys Technologiegst&m, Bangalore India,
Internet banking system and Tele banking systenthénrecent data 2012/13 49

branch are available.

Share subscription and capital structure:

Subscription % Holding
NB ( International ) Limited 50%
Nepal Industrial Development Corporation 10%
Rastriya Beema Sansthan 9.67%
Nepal Stock Exchange 0.33%
General Public 30%




Nepal Investment Bank Limited

Nepal Investment Bank Ltd. (NIBL), previously Nepaldosuez Bank Ltd., was

established in 1986 as a joint venture between spaand French partners. The
French partner (holding 50% of the capital of NIBtas Credit Agricole Indosuez, a
subsidiary of one the largest banking group inviioed.

With the decision of Credit Agricole Indosuez toveBt, a group of companies
comprising of bankers, professionals, industrialestd businessmen, had acquired on
April 2002 the 50% shareholding of Credit Agricdledosuez in Nepal Indosuez
Bank Ltd.

The name of the bank has been changed to Nepabtingat Bank Ltd. upon
approval of bank’s Annual General Meeting, NepalstRa Bank and Company
Registrar office with the following shareholdinguwsiture. NIBL is managed by a
team of experienced bankers and professionals ¢pgvoven track record. The Nepal
investment bank has 44 branch in Nepal accordinigg@nnual report 2011/012.

Its Vision is to be the most preferred provider-ofancial Services in Nepal. To be
the leading Nepali bank, delivering world classvsxr through the blending of state-
of-the-art technology and visionary managementartngrship with competent and
committed staff, to achieve sound financial healtth sustainable value addition to
all our stakeholders. We are committed to do thssion while ensuring the highest
levels of ethical standards, professional integatyrporate governance and regulatory

compliance.

Share subscription and capital structure:

Subscription % Holding
Group of Company Holding 50%
Rastrya Banija Bank 15%
Rastriya Beema Sansthan 15%
General Public 30%
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1.4 Statement of the Problem

In developing countries, the contribution on indastsector is also very low in the
output and the employment. In Nepal the commetmaak has played a catalytic role
in the economic growth. Its investment range framak-scale cottage industries to
large industries making investment in loans andegawent securities one may
always wonder which investment is better. It carhipeothesized that bank portfolio
variables like loans, investment, cash reservepsieand borrowing affects the
national income and Government policy affects thes@bles. Such as the effect of
an interest rate on the bank portfolio variablesfiggreat concern, therefore when
monitoring money and credit conditions, the cenrahk has to keep an eye on the

bank portfolio behavior.

Thus the present study will make a modest attempinglyze investment policy of
NABIL Bank Ltd. and Nepal Investment Bank Ltd. lhig study, NABIL Bank
investment policy is analyzed comparing it with EMepvestment bank. Following
are the major problems that have been identifiedhi® purpose of this study.

* Do the NABIL Bank and Nepal Investment Bank utiltheir available fund?

* Whether these commercial banks are able to meggjadioins?

* Is NABIL Bank fund mobilization and investment poylimore effective and

efficient than Nepal Investment Bank?

* Are they maintaining sufficient liquidity position?

1.5 Objective of Study
Main objective of this study is to examine investipolicy of NABIL Bank and
Nepal Investment Bank. The specific objectiveshefstudy are as follows:
1. To assess the liquidity, efficiency and profitalyiland risk position.
2. To determine the growth ratios of loan and advarcesl investment with
other financial variables.
3. To examine fund mobilization and investment pobéWABIL Bank and

Nepal Investment Bank.
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1.6 Significance of the Study

This study is to find out the existing situation aell as future prospectus of
marketing and financial returns. The collected fusditilized in a good manner as
investment then only good return and sustainabilitpossible. Return on investment
first sustains the institution and provides handificome to the investors. The better
the investment policy, the more valuable the compatte higher return to
shareholders etc. and vice versa. Since the diffeparties, shareholders, general
public and government are directly affected byithestment policy of the financial
institutions. The researcher feels the needs tdystiis policy effects on following
stated parties. Management of banks, Financialtutish, Share holder, General

public, customer, depositors and creditors, Relptatles .

Nepalese commercial banks have not formulated timeiestment policy in an

organized manner. They mainly rely upon the insibns and guidelines of Nepal
Rastra Bank. They do not have clear view towardestment policy. Furthermore the
implementation of policy is not in an effective walgus the present study will make
a modest attempt to analyze investment policy gdd\évestment Bank and NABIL

Bank Ltd. This study will provide a useful feedback academic institution, bank
employees, trainees, investors, for financial pgrgwlicy making bodies and other

concerned people with bank.

1.7 Limitation of the Study
The followings are limitation of the study:
* Most of the data used in the research are of secghture; therefore there
might be reporting errors.
» This study covers only a five year period i.e. fra@07/08 to 2011/2012.
» Data which are related to find mobilization as |é&aadvance investment on
government securities and other financial institugi are considered.
* This study is based on secondary data from the dhamknual report,
different publication, website and journals.
* Only two banks Nepal Investment Bank and NABIL Bamk taken as joint

venture banks for this study.
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1.8 Organization of the Study

The study has been divided into five chapters:

Chapter One: Introduction

This chapter deals with subject matters of the ystocmhsisting background of the
study, Definition of Bank, Statement of the problewbjective of the study
,Significance of the study, Limitation of the stuglyd Organization of the study.

Chapter Two: Review of literature
This chapter deals with review of the differeneiéture of the study field. Therefore
it includes conceptual framework along with theieav of major books, journals,

research works and thesis etc.

Chapter Three: Research Methodology
This chapter deals with research methodology anthdludes research design,
population and sample, source and technique of daitaction and data analysis

tools.

Chapter Four: Data Presentation and Analysis

This chapter deals with analysis and interpretabbrthe data using financial and
statistical tools described in chapter three. Tdmls with the presentation and
analysis of data through a definite course of netemethodology. This chapter deals
with different statistical tools and financial teomainly consists of ratio analysis,
which involves the liquidity ratio, asset managetratio, profitability ratio, risk ratio
and growth ratio. Statistical tools involves tekhgpothesis, co-relation analysis and
trend analysis have been used to present the ddtaralyze them which are related
to the investment policy and fund mobilization efexted two banks. Similarly this

chapter also includes the major finding of the gtud

Chapter Five: Summary, Conclusion and Recommendatits
This chapter provides summary and conclusion, sigges and recommendations for
improving the future performance of the sample lsar&milarly, at the beginning

part of the study recommendation, viva-voice sheetlaration, acknowledgements,
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table of content, list of tables, list of figuremnd abbreviations are presented and

bibliography and appendix are also included attie:
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CHAPTERK-II
REVIEW OF LITERATURE

“Banking institutions are inevitable for the resoes mobilization and all-round
developing of the country. It is resources for ewuoit development; it maintains
economic confidence of various segments and extereldit to people.”(Robert
O.Edimister,”Financial Institution”, New York: Mc @w Hill,1980:142)

Review of literature refers to analyzing, assessiegvaluating and re-examining the
previously written works. The effort has been giiencover as much literature,
articles, thesis works and research paper as pegssilmake the study in informative
and broad. This second chapter is related witheveviof relevant studies. This
chapter is divided into two sub sections. The witetature refers to writings on
specific subject or printed information. It is amadytical expression on the concerned
topic. The first section presents the conceptuaiéwork. This section covers the
concepts of basic terms used in the study. Andreksection presents the review of
relevant studies and this section includes theereuiesearch articles published in

international and national journals and Mastesselitations.

2.1 Conceptual Framework

2.1.1 Banking Institutions and Commercial Banks

“The business of banking is collection of fundsnirthe community and extension of
credit to people for useful purposes. Banks hawgqu a pivotal role in making
money from lenders to borrowers. Banking is a pregeking business, not a
community to carry profit seeker, expected to paydénd and otherwise, add to
wealth of shareholder¢Ronald Grywinshki, The New Fashioned Banking {deat
Business Review: May-June 1993: 87)

“Banking institutions are inevitable for the resoeirmobilization and all-round
developing of the country. It is resource for eaoio development; it maintains
economic confidence of various segments and exteratht to people.{Edimister;

1980:95)Commercial Bank Act 1975 A.D. defended “A commeérdank is one

which exchange money, deposits money, accepts tigpgsant loans and performs
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commercial banking functions and which is not akbameant for Co-operatives,

agriculture and industries or for such specificguse.”

“Commercial bank is a corporation which accepts @®eindeposits subject to check
and makes short term loans to business enterpresgardless of the scope of its other
service”. (American Institute of Banking, 1972; 3ZH)e commercial bank has its
own role and contributions in the economic develepinlt is a resource for the
economic development; it maintains economic comigeof various segments and

extends credit to peopléGrywinshki; 1991: 87)

Commercial banks are the vital aspects in accabgraif the economic development
of a country. “They are organized on a joint stooknpany system, primarily for the
purpose of earning profit. They can be either eflbhanches banking type, as we see
in most of the countries, with large network ofmhes, or of a unit banking type, as
seen in USA, where banks’ operations are confireed single office or to a few
branches within a strictly limited area.” J.H. Clams (1963) has said, “Commercial
banks should consider the national interest foltbyeg borrower’s interest and the
interest of the bank itself before investing to rbarers.” To clarify this, bank’s
lending must be for such purposes of the borrowetsare keeping with the national
policy and bank’s overall investment policy. A ban&verall investment

» Should be short term oriented

* Should be well spread

* Should be repayable on demand

* Must be profitable

* Should have adequate security.
The main function of commercial bank is concernath whe accumulation of the
temporarily idle of the general public to advantéoi deficit sections i.e. trade and
commerce for expenditures. Its main functions are:

» Accepting various types of deposits;

* Lending money in various productive sectors;

» Letter of credit (LC);

* Guarantee;

* Remittance;
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* Bills etc.
Hence, a commercial bank can be defined as a “Eialdepartment store”, which

renders a host of financial services besides tatt@ppsits and giving loans.

2.1.2 Investment

“Investment by an individual, business and goveminr@volves a present sacrifice of
income to get an expected future benefits, as altressestment raises a nation’s
standard of living”(The World Book Encyclopedia, 1976: 232)

“Investing involves making a current commitment fahds in order to obtain an
uncertain future return. It is risky business tdamands information. To process
information effectively and select the best investinrequires goals that are clearing
cut and realistic(Francis; 1983: 7)Investment is made in assets. Assets in all are of
two types’ real assets (land, building, factories)eand financial assets (stock, bond,
T-bill etc.). These two investments are not competibut complementary. Highly
developed institutions for financial greatly fat@te real investmen{Bhattarai;
2004: 142)

Delhi stock exchange, 2002, defines investment“Bsjestment is nothing but
deploying our saving in manner that ensures sadétgur money and provides a
sustained return to supplement our regular incortiaestment is any vehicle into
which funds can place with the expectation that priésent or increase in value and

generate positive returngGitman; 1990:16)

“Investment is the employment of funds with the afrachieving additional income

of growth in value.[Singh; 1992: 3)‘Investment its broadcast sense means sacrifice
of certain present value for (possible uncertaitiyifie value.”(Sharpe and Gorden;
1998: 9)Different writers and experts have given differgigws and definitions for
the term investment but all those definitions enggtethe only fact i.e. investment is
the sacrifice of current fund or savings which ilves time and risk as the main
attributes. Investments are usually done to extleedurrent cash flow that generates
benefit to the investors for sacrificing the timedacommitment. Every investment

entails some degree of risk.
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2.1.3 Investment Policy

The commercial banks are inspired with the goatarihing profit. There are many
reasons after the goals of gaining profit. In orttereach their desired goals, they
must invest the resources. It is not better to kiepavailable resources idle. The
bank should be able to clear the policy of its staeent by making a deep study on
the subjects that which sector would be the trusthy and dependable to invest. To
invest the funds collected in the bank, they shiwalde the ability to use the policy of
banking investment in its goal.“A banker seeks rmapth combination of earning

liquidity and safety, while formulation investmgatlicy”. (Chandra; 1973: 12)

“A sound investment policy of a bank is such thaffiinds are distributed of different
types of assets with good profitability on the dv@ad and provides maximum safety
and security to the depositors and bank on ther dthied, moreover risk in banking
sectors trends to be concentrated in the loan@iartivhen a book gets into serious
financial trouble its problem usually spring frofgraficant amounts of loan that have
become uncollectable due mismanagement illegal po&tion of loan misguided
lending policy or unexpected economic down turn.t&® bank investment policy
must be such that it is sound and prudent in otdemprotect public funds”.
(Baidya; 1967: 13)The investment policy of banks is conditioned tea extent by
the national policy frame works every banker hasapply his own judgment for
arriving at a credit decision, keeping of courses, Ibanker’'s credit policy also in
hand”.(Singh; 1993: 3)

They further state,” The field of investment is ma@hallenging as it offers relatively
greater scope to banker for judgment and discraticselecting their loan portfolio.

But this higher degree of freedom in the field okdit management is also
accomplished greater risk. Particularly during recgears, the credit function has

become more complex.”
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2.2 Some Important Terms

The various section in this study comprise someoitigmt banking terms. The efforts
have been made to clarify the meaning, which agquiently used in this study are
given below.

A. Loans and Advances

Loan, advances and overdraft are the main sourgceome for a bank. Bank deposit
can cross beyond a desired level but the levebahd, advances and overdraft will

never cross it.

B. Investment on Government securities, Shares and Debtures

Though a commercial bank can earn some interestimed from the investment
on Government securities, shares and debentures, ribt the major portion of
income, but it is treated as a second source adnimec of banking business. A
commercial bank may extend credit by purchasingeguwent securities bond and

shares for several reasons.

Some of them are Given As:
It may want to spare, its maturity so that theawflof cash coincide, with expected
withdrawals by depositors or large loan demandtsafustomers:
* It may also be forced to invest because the derfaridans of it decreased or
is not sufficient to take up its excess reserves.
* It may wish to have grade marketable securitidgtodate if its primary

reserve becomes inadequate.

However, investment portfolio of commercial bankeistablished and maintained
primarily with a view of nature of bank liabilitiehat since depositors may demand
fund in great volume without previous notice to k&nThe investment must be of a

type that can be marketed quickly with little orstoinkage in value.
C. Deposits

Financial institutions collect deposits from thestmmers in various accounts; like

current account, saving account and fixed accolinérefore, the sums of money
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collected by the financial institutions from thepdsitors in various accounts are

called deposits. Deposit is the main source of fointhe financial institutions.

D. Investment on Other Company’s Share and Debentures

Due to excess funds and least opportunity to invksse funds in much more
profitable sectors and to meet the requirementegalRastra Bank’s directives many
commercial banks have utilized their funds to pasghshares and debentures of other
financial and non-financial companies. Now a daysst of the commercial banks
purchase shares and debentures of regional devetdpbank, NIDS and other

development Bank’s shares.

E. Other Use of Fund

A commercial bank must maintain the minimum banlaihee with NRB i.e. 6% for
fixed deposits and 8% for each of current and gawdeposits account in local
currency. Similarly, 3% cash balance and local chalance in local currency
accounts must be maintained in the vault of bardaiA a part of the fund should be
sued for bank balance in foreign bank and to pselixed assets like land, building,

furniture, computers and stationary etc.

F. Off-Balance Sheet Activities

Off-balance sheet activities involve contractsftdure purchase sale of assets and all
these activities are contingent obligations. Thase not recognized, as assets are
liabilities on balance sheet. Some good examplethedge items are letter of credit

(L/C), letter of guarantee, bins of collection eddow a day, some economist and
finance specialists to expand the modern, trarmadf a bank stressfully highlight

sub activities.

2.2.1 An Overview of NRB Rules and Regulations omVestment of Commercial
Banks

NRB established in 2013 B.S. is the Central BaniNepal. It has major role in
economic plans and implementation in the countryst&@natically allocation,
management and implementation of economic factees the state is governed by
NRB as a Central Bank. All the economic plans, peg, policy, strategies,

implementation, evaluation made by government areopmed under the direction of
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NRB. So, NRB is the bank of government works fa telfare of nation. Similarly,

NRB direct the bank and other financial institutitm formulate plans, policies,
directions, rules, regulations from NRB as a repnéative of government. To allocate
and mobilized the deposits collected by commerbmhk in different sectors of
different policies etc. In fact NRB controls the eovthe activities made by the
commercial bank as well as establishment or omeratr dissolution of banks. To
maintain the uniform standard NRB has formulateshimercial bank act 2031 for the
establishment and operation of commercial bank. dihections, rules, regulations,
directed by NRB in terms of investment made by camual banks are briefly

mentioned below. (NRB Rules 2061)

1. Establishment of New Commercial Banks:

NRB has enhanced liberal policy for establishmémteaw commercial bank in Nepal.

For such objectives of NRB has regulated the falhgwdirections.

A minimum of Rs. 200 million of paid up capitalnsquired for opening a new bank
inside the Kathmandu Valley. Similarly, as per dilens by NRB Rs. 120 million is
necessary for starting banking business out of idatidu Valley.Rs. 50 million paid

up capital are necessary for opening central offfdeank out of Kathmandu.

» Commonly for establishing the commercial bank irarareas NRB has directed
Rs. 30 million as compulsory paid up capital.

* The investor can invest maximum upto 70% of totatlpup capital if the bank is
promoted by domestic investor and 30% of paid yptabshould be as liquidity
margin for repayment for certain deposits.

* For Joint venture bank, foreign investor can invasimum 40% of paid up
capital and 50% as maximum. Such bank should maB@¥eof paid up capital
as floatation for general public.

* Individually, firm or company or groups of compacgn invest up to 110% of
paid up capital.

* Applications for the establishment of new banks tarde adopted within the

stipulated times fixed by NRB.
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. Directions for Raising Funds
Commercial banks are directed to raise the cafutads at minimum level of
Rs. 500 million. For this, commercial bank can uad paid up capital and

dedications made loss for meeting such requirement.

. Directives for Single Borrower Limit
NRB has set the single borrower limit as 35% irecafsfund based credit and
50% in the case of non fund based such as lettereafit, acceptance letter

etc.

. Regulations for Expansion of Commercial Bank

To open the branch in the area of Kathmandu, LaljtfPokhara, Birjung,

Biratnagar, Narayanghat. Joint venture banks neexgbén firstly at least two
branch in adjoining semi-urban area and seconddeast one branch in rural
area not adjoining to any municipalities.

Banks are not required to open their new brandemi-urban or rural area if
they open new branch outside in seven municipalitie

To get the permission of establishment of new drasmmmercial banks have
to specify the whole details about the new bratiofly must open a branch in

a rural or semi-urban area before opening in ugraa.

. Direction for Extension counters of Joint Venture Banks

Commercial banks cannot open extension in metrgpokrea except during
trade fairs, festive, ceremonies, celebrations ascdirected by NRB such
extensions must be converted and a branch withonytars otherwise must be
closed.

The extension opened can accept deposit and makmepa as well as
exchange of foreign currencies after the permisklohNRB.

If the extension is open in the area of Royal Rgldwospitals, foreign
diplomatic offices, those extensions are not alldbwee operate as a branch as

mentioned in (I1).
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6. Credit for Shareholder
The individual or group who holds more than 1% ludres of the commercial
banks cannot borrow from same bank under the drectirom NRB 2061
B.S.

7. Fluctuation in Interest
The agreement can be made between bank and custéomenaking change
in bank loan interest rate up to 0.5% in now cdeddby NRB to be effective
from 2061/062 B.S.

2.3 Review of Books

William F. Sharp, J. Alexander and Jeffery Bailegk Clark Froncishare said in their
book “Investment Analysis and Management” that streent its broadest sense,
means that sacrifices of current dollars for futdo#iars. Two different attributes are
generally involved: time and risk. The sacrific&kes place in the present and is

certain. The reward comes later, if at all, andrttagnitude is generally uncertain.

Jerome B. Chome, Edword D. Zinbang and Arthur Zbildefined the word
Investment as “Investment has many factors. It maglve money into bonds. T-bills
or notes or common stocks or real state or mortgagail venture or cattle or the
theater. It may involve specially in bull marketsalling short in bear markets. It may
involve options, straddles, silver mutual funds,ney market fund, index funds and
results in accumulation of wealth or dissipatiorredources. Diversity and challenge
characterized the field. For the able or lackey timenformed result can be

disastrous.”

Cross and Hempal, 1980, state that, “Commerciak$dming into being the most
important ingredient of the money supply demandodép through the creation of
credit in the form of loans and investment. Banke #he custodians of the
community’s money as well as the suppliers of liquidity, since the study is
concerned with the investment activities of comna¢ran Nepal, we take into

consideration exclusively the sector that are meguior and relented to the same.”
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Chancy, John M. and Moses, Edulard A. focused erintflividual investment. They
state, “ It is important that the investor set #ppropriate investment objectives and
the accompanying investment horizon. In addition, developing investment
strategies to achieve the objectives, the investarst understand the tax
conservancies and expected risk and return assedcvaith the various investment
alternatives perhaps most importantly the investwuld recognise that investment
objectives involves the creation of a portfolio afsets and not a collection of
individual assets”. They further state that, indual assets may be very risky.
Combining these assets into a portfolio of otheetsmay actually reduce the risk of

the overall risk.

2.4 Review of Related Studies

2.4.1 Review of Journals and Articles

This part of the study deals with the examination @eviewing of some related
research papers, articles and journals publishetifiarent magazines, newspapers,
World bank discussion papers and economic jouraats other related books and
publications. There are not sufficient articlesatetl to investment management
published in Nepalese perspective. However, sonmsopalities have given short

glimse of investment management. Some of themsafellaws:

Bhatta (2006),in his article,“Financial Policies to Prevent Financial Crisishas
given more  emphasis on Nepalese financial mas&etor. He has mentioned the
financial crisis occurred in China, Mexico, Soutki# Russian Federation Ecuador,
Brazil and Argentina. This crisis affected all ts@onomy by posing negative effects
in the real output. He has also focused on Nepdiesecial market, which is directly
affected by the national and international evenht® event that effected the most was
September 11 incident in U.S.A, which had addedentorthe fragility in the global
financial market. In present context in many paftworld, the move towards
liberlization is getting its momentum on one hanul ahe process of economic
development is being threatened due to varioustioiaated incidents on the other
hand. He has defined the financial crisis as args#gm to financial markets in which

adverse section and moral hazard problems beconeh rmore worse, so that
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financial markets are unable to efficiently chanfuelds to those who have the most

productive investment opportunities.

He has given light on dynamics of financial cridisiding it into three stages. In
addition, he has suggested the policies to prefugantcial crisis.

* Prudential Supervision

» Accounting Standards & disclosure requirements

* Legal and Judicial system

* Monetary policy and price stability

* Exchange rate regimes and foreign exchange reserves

» Capital controls

» Restriction on foreign denominated debt

* Reduction of the role of the state owned finanicistitution

» Encouraging market based discipline

Pradhan (2007) has presented a glimse on investment in diffesmutors, it's
problems and prospects through his artitl@eposit mobilization, its problem and
prospects.”In his article, he has expressed that the depmoglie life blood of any
financial institution, and be it commercial bankjaince company, co-operative or
non-government organisation. He also added, in ideration of 10 commercial
banks and nearly three dozens of finance compathiaslatest figure does produce a
strong feeling that a serious review must be maderoblems and prospects of
deposit sector. Except few joint venture bankseotirganization rely heavily on the
business deposit receiving and credit disbursemerthe light of this, Mr. Pradhan
has pointed out following problems of deposit miaiifion in Nepalese Perspective:

* Due to lack of education most of Nepalese peoplenalogo for saving in
institutional manner. However, they are very mushdiof saving, be it in the
form of cash, ornaments or kind. The reluctancedéal with institutional
system are governed by their lower level of un@deiding about financial
organizations, process requirements, offoce houmhdvawls systems,
availability of depositing facilities and so on.

* Due to lesser office hours of banking system pegpéfer for holding the

cash in the personal possession.
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Unavailability of institutional services in the alirareas.
No more mobilization and improvement of the emplewtof deposits in the

loan sector.

Mr. Pradhan has not only pointed out the probleras dso suggested for the

prosperity of deposit mobilization. They are givgen

By cultivating the habit of using the formal secfor transactions must be a
priority and continuous educational program.

By adding service hours system will definitely meagpropriate step.

By providing sufficient institutional service indghural areas.

Nepal Rastra Bank should also organize trainingyqamm to develop skilled
manpower.

By spreading co-operative to the rural areas mamking services are to be
launched.

The scheme of mobilizing the deposits in the forfiniree personal accident
insurance, deposit insurance may be fruitful. Nioty ovaiting for potential
customer it is better to reach to the potentialodéprs.

At last Mr. Pradhan mentioned, “ Deposit mobilipaticarried out effectively is in the

interest of depositors, society, financial sectod ¢ghe nation. Lower level of deposit

raising allows squeezed level of loan delivery irgumore room to informal sector.

That is why higher priority to deposit mobilizatibas all the relevance.

Shrestha, (2008)has presented a short scenario of investment mareagdrom his

article, “Portfolio management in commercial banktgory and practice.” He has

stressed in the issues like the portfolio managénseassential both for individuals

and for institutional investors. Investors woulkklito select a best mix of investment

assets subject to following aspects:

Higher return which is comparable with alternatimgportunities available
according to the risk class of investor.

Good liquidity with adequate safety of investment.

Certain capital gains.

Maximum tax concession.
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* Flexible investment

 Economic efficient and efficient investment mix

In the view of these aspects, investors are exgdotdevelop following strategies:
* Do not hold any single security. Try to have a fodid of different securities.
» Do not pull all the eggs in one basket i.e. to hawdiversified investment.
* Choose such a portfolio of securities which ensumesimum return with
minimum risk or lower of return but with added offjee wealth

maximization.

At last Mr. Shrestha has concluded that in this pettive and market oriented
economy each and every bank has to play vitalinolee development of the country.
But the survival of the banks depend upon it's dimancial health, and it's various
activities. Thus, the Nepalese banks having gresgvork and access have to go for
portfolio management of their fee-based income ak &s to enrich the client base

and to contribute in national economy.”

Sharma and Bhatt (2009)in their article“Priority Sector” have explained that the
commercial bank should take care of board natiom@rest and they should not
confine their lending activities only to commercaea providing quick interest if
some proportion could be directed to the area csie to build economic
infrastructures of the country it would create aspitere conductive to their
investment in future. In our society where ignoaad iliteracy in wide scale, it is
necessary that the bank search entrepreneursdrafteatrepreneurs searching banks.
So, they have opined that the priority sector progis a timely and appropriate will
be designed to create additions productive employnopportunities there by
increasing production and the general living stachaé rural poor. But the success of
the program largely depend upon the integrated atiper with other programs
designed for rural development. Further they artha various programmers VIZ.
rural development land reform SAJHA, Back to th#age national Champaign,
Adult literacy etc. Could not material their objeet despite their some theoretical

philosophy and good objectives.
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Pokharel (2010),in his article entitled;Financial Sector Reform and Challenges”
stressed that the highest liquidity makes the fir@ninstitutions un-bankable by
creating unnecessary burden of bearing the castpmfal. Dr. Pokharel expresses that
most of the financial institutions are lying on wgomeomic situation due to
ineffectiveness of portfolio management on the lozed and deficiencies of efficient
modern management on the other. As for the bettarofehe financial possibility in
portfolio projects, like health, residential buids, communications, tea gardening,
etc. Pokharel further suggests that commercial $arded to make strong strategy
urgently with shifting the money from fixed deposit saving reducing the interest
between deposits and interest spread in both sedtier highlights that fixed deposit
has been increasing in the ratio of 0.44 to 0.8m,f2001 to 2002.

2.5 Review of Thesis

Prior to this, several works has been attemptedrbyious student regarding various
aspects of commercial banks like financial perfarog lending policy, investing
policy, resource mobilization, capital structure;. éAmong them some research that
were found relevant for this study and the maimtbhef these dissertations are given

as:

Shrestha, (2008),has conducted a research entitlddvestment Analysis of
Commercial Banks” (A comparative study of Nepal IB&imited and Nepal State
Bank of India Limited)

The objectives of the study are as follows:

* To analyze investment trend, deposit trend and totamme and to analyse
percentage of investment made by HBL and NSBILotaltinvestment made
by commercial banks.

* Projection for next five year of HBL and comparerthwith that of NSIBL.

* To identify investment sector of HBL and NSBIL.

* To evaluate the liquidity, asset management efimye profitability and risk
position of HBL in comparision to that of NSBIL.

* To study the relationship between investment amibsié of bank.
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The major findings of the study are as follows:

Percentage of HBL'’s investment to total commerdiahks investment in
extremely higher than NSBIL.

Both HBL and NSBIL have invested mostly on governimsecurities but
HBL has invested in NRB bonds also as well as reoproductive sector.
NSBIL is better than HBL from liquidity point of w.

HBL has higher profitability position than NSBIL.

HBL is exposed to more risk than NSBIL.

HBL has maintained higher growth rate in net prisficomparision to NSBIL.

Yadav, (2009),conducted a study oh A comparative Financial Performance of

Joint Venture Banks in Nepallh his study he has given emphasis to the follgwin

objectives:

To find out comparative and competitive positiorived JVBs.

To rank the NABIL and NBBL in terms of financial emtional profitability,
productivity position.

To show the trend of total deposits, investmemtsl income, total expenses
and total net income.

Measuring financial risk of NABIL and NBBL.

To provide package of recommendation and possibidetines to improve

banking business based on the findings of the study

The major findings of the research are as follows:

Capital structure ratios of both banks are low. tDgdrtion is more used in
NBBL but profitability position is lower than NABIL

Both banks should be developed separately res@aattiraining department
so they would be able to study different aspectsnahagement and supply
practical suggestion to develop as an innovativgpragch in bank

management and bank operation.

The trend of total deposits, total investment, Iltetgpenses, total net income,
interest expenses and Interest earning of NBBLxeegtionally higher than

NABIL.
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* NBBL is more risky bank. Reaserchers recommendatigbrtfolio situation
should be carefully examined from time to time. NMaied rate of return
should be verified in such a way, that balances dbeflicting goal of
maximum yield and minimum risk.

e It should be careful in increasing profit in reatnse to maintain the
confidence of shareholders, depositors and itsoousts. Comparatively
NABIL’s profitability position is better than NBBL.

Thapa, (2010), have conducted a research entitléd,Investment Policy of
commercial Banks in Nepal.”
The study was based on following objectives:
* To evaluate liquidity, activity and profitabilityatios of RBB in comparison
with NBL and industry average.
* To analyze the relationship of loan and total itwests with total deposit and
net profit of RBB and to compare it with that of NBnd industry average.
 To use trend analysis to compare loan and advdota, investment, total
deposit and net profit of RBB and compare the saitteother two.
* To examine the loan loss provision of RBB and NBL.

» To provide suggestion and recommendation on this baéindings.

The major findings of the study are as follows:

* RBB has good deposit collection, enough loan anv@ack and investment in
government securities. It had comparatively beligunidity position than
NBL.

* RBB loan and advance is in comparatively betteitjposregarding issue of
loan and advances of NBL but it does not have goasition in regarding
investment in shares and debentures of other caemaoff balance sheet
operation. Loan loss ratio shows low quality ofi@nd advances.

» The profitability position of RBB and advance is ra®. RBB and advance
needs to take immediate steps to increase itstaldity.

There is significant relationship between deposid d0oan and advance. There is
insignificant relationship between deposit and stieent, and outside assets and net
profit.
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Shrestha, (2011),has conducted a thesis research namghyestment Portfolio

Analysis of JVB’s”.

The objectives of the study are as follows:

To analyze the risk and return ratios of commefgosadks.

To evaluate the financial performance of JVBs.

To provide suggestions package based on the asalydata.

To study existing investment policies taken by NliBlvarious sectors.

To study portfolio structure of NIBL in investmeats compared to other
JVBs.

To study preference given by NIBL for investmentveen, loan investment,

Investment in real fixed assets, Investment inrfoial assets.

The main findings of the study are as follows:

BOKL has the highest return on share holders furtttatal assets. It has also
been successful in mobilizing its deposits as itnaests. NIBL and EBL have
invested high amounts of deposits as loan and agvaompared to BOKL,
NIBL and HBL.

Among the JVB’s looking at the investment portfol®BL has investment
highest amount of funds in government securitieBBNhas invested highest
amount of funds on share and debentures and hasta&ushighest amount of
funds on NRB bonds compared to other JVBs.

BOKL has the highest EPS and EBL the lowest EP Shgntize JVBS.

Gautam (2012),in his thesis study,investment Practice of Commercial Banks in

Nepal” have pointed out the following objectives:

To measure the financial performance.

To find out comparative and competitive position tafo JVBs banks of
Nepal.

Measuring risk of NABIL and NIBL bank Itd.

To find out the relationship between different wbies like investment,
deposits, loan and advances, net profit and conthare between NABIL and
NIBL.

31



* To recommend measure for the improvement of thentiral performance and

efficiency on the basis of the conclusion drawmfrime research.

The main conclusions of the study are as follows:

* The mean ratio of return on loan and advances BLN$ lower than that of
NABIL. On the other hand, NIBL’s variability betweegatios is lower than
that of NABIL.

* The mean ratio of credit risk ratio of NIBL is hghthan that of NABIL and
NIBL’s ratios are more homogenous than that of NIABI

* From the analysis of growth ratio, NABIL has lowgrowth rate on total
deposits, loan and advances, total investment atdprofit than NIBL.
Therefore, NIBL has successfully collected andiagd fund amount of its
customer than NABIL.

* Banks are recommended to activate foreign techyolgd investment in
Nepal by means of their wide international banlsegtor and make Nepalese
personnel capable of operating these banks asieeifiz as international
banks.

» Complain boxes should be kept in each and evenychrand bank personnel
try to eliminate those deficit which are in the q@aint box in order to

maintain better relation with the customers.

2.6 Research Gap

The purpose of the research work is quite diffeffeoin the studies made by the
above scholars (related to commercial banks). Tiysfocused in effectiveness of
investment policy. This study comprises of two bé tmost successful JVB's as
sample viz NABIL and NIBL. This study is also difémt from previous studies in

terms of time period it covers. During this perib@ country has witnessed political
uncertainty, deteriorating security situation thatve rendered the economy further
sluggish. There has been restructuring in the Iogniusiness. This study gives a new
dimension to the research topic in the sense thas adhered to most of the fresh
guidelines and directives issued by NRB to comnaétzanks, which previous studies
lack. This study aims at providing a more realigiicture to various financial aspects
of the sample banks. In line with fresh guidelim@sl NRB directives and practices
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adopted by banks, some items of the balance dhatetvere previously booked under
one heading have now been accounted under a différeading. Most research
studies conducted prior to this study involving gamative analysis comprised of a
successful bank and emerging bank as samples.sltol@ious that the successful
bank sound financial health would excel in variagpects of banking. The possibility
of the samples showing different result during datalysis was high. The financial
and empirical analysis to data revealed higher eegf consistency in case of

successful bank and less uniformity in case of gmgrbanks.
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CHAPTERK-III
RESEARCH METHODOLOGY

Research Methodology, describes the methods ancdessoapplied in the entire
aspects of study. Every research should be outlimex systematic manner and for
that reason Research Methodology is one of the rmpbrtant parts of every

research. In fact, Research Methodology is a wagystematically solve the research

problems.

Research methodology refers to the various seqlesieps to be adopted by a
researcher in studying a problem with certain dbjes in view. In other words,

research methodology describes the method and pap@ied in the entire aspect of
the study. This study helps to conclude the reaitjpm of Nepal Investment Bank
and NABIL Bank Ltd. The study will seek the congbus to the point that what

position NABIL and has got in whole commercial bamk Nepal and recommend the
useful and meaningful points so that all conceroaa achieve something from this
study. To accomplish the global, the study follote research methodology

described in this chapter.

3.1 Research Design

A research design is the specification of methau$ procedures for acquiring the
information needed. It is the over-all operatiopattern or framework of the project
that stipulates what information is to be collectedm which source by what

procedures.

Descriptive as well as analytical approaches haes mdopted in this study. This is a
comparative study of two commercial banks. Thiglgtmainly has been based on
secondary data of NIBL and NABIL Bank Ltd. The datdating to the investment,
deposit, loan and advance and profit directly atgdifrom the balance sheet and
profit and loss account. The main source of dasgssed under the study includes,
concerned banks i.e. NIBL and NABIL bank. Suppletagndata and information are
collected from number of institutions and regulgtiauthorities like Nepal Rastra

Bank, ministry of finance, Central library, and dement library. Various data and
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information are collected from the economic, jolsngeriodicals, magazines and
publications etc. Regression analysis of microenuno variables both bank,
significance test of correlation via hypothesisesting and trend analysis are used in
this study.

3.2 Sources of Data

Research Design is the plan, structure and straibmyestigation conceived so as to
obtain answers to research questions (Kerlingef81L9rhe research design basically
followed the comparative evaluation of investmemliqy in the sample firms.
Analytical and descriptive approaches are usedvatuate the investment policy of
the sample firms. In this study, descriptive andlyical research designs have been
followed in order to make the study more autheatid reliable, financial as well as
statistical tools are used for comparison NABILIWWIBL separately. Some financial
and statistical tools have been applied to exarfases and descriptive, techniques
have been adopted to evaluated investment of Nepaktment Bank and NABIL
Bank Ltd.

3.3 Population and Sample

There are 31 commercial banks in Nepal. Whose shanes traded actively in stock
market, hence it is not possible to study all @nthbecause the research is going to be
conduct in a limited period of time as well as tgses play a vital role. The sum of
different commercial bank in Nepal is taken as|t®tapulation. In this study, two
joint venture banks NABIL and NIBL have been taketo account for research

purposes as samples to compare their investmeiaypol

3.4 Analysis and Presentation of Data

The analysis of data will be done according to pladgtern of data available. To
achieve the objective of the study various finaggciaccounting and statistical tools
have been used to achieve the objective of stullyis studies some financial and

statistical tools to accomplish the objectiveshi study.
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3.4.1 Financial Tools

Financial tools help to show the mathematical r@testhip between two accounting
items or figure. Ratio analysis is the only toolsatt can collect the financial
performance and status of a firm with the othemér Ratio analysis is the part of
whole process of analysis of financial statemerftsamy business or industrial
concerned especially to take output and creditsit@ti Only ratio has been covered
in this study, which is related to investment pplmf banks. This study contains

following ratios;

A. Liquidity Ratio

Liquidity ratios are used to judge the ability @iks to meet its short terms liabilities
that are likely to mature in the short period. Sirgdights can be obtained into present
cash solvency of the bank and its ability to renstvent in the event of advertise it
is the measurement of speed with which a bank'stegsin be converted into cash to
meet deposit, withdrawal and other current oblayeti Under liquidity ratio are
evaluated as below;

|. Current Ratio

Ability for payment of current debt from currentsass is current ratio. It refers to the
relationship between current assets and a curnadilitly of a firm that also measures
the short-term solvency of the firm. Current assew®lve cash and bank balance,
money at call or short notice, loans and advaneerdvaft bill purchased and
discounted, investment on govt. securities androitherest receivables and misc.
current assets. Similarly, current liabilities ihvw@ deposit and other short term loans,
tax provision, dividend payable, bills payable,ffstdbonus and sundry liabilities.
Current ratio is calculated by diving current assby current liabilities. It can
measured as,

CurrentAssets
CurrentLiabilities

Current Ratio =

2:1 standard of current ratio is acceptable.
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ll. Cash and Bank Balance to Total Deposit Ratio

Cash and bank balance are the most liquid curresgts of a firm, cash and bank
balance to total deposit ratio measures the peagendf most liquid assets to pay
depositors. The total deposit consists of curmgposits, saving deposits, fixed
deposits, money at call and short notice and albposits. This ratio is computed by

diving cash and bank balance by total depositaitlze presented as:

Cash and bank balance to total deposit rat%a_shandbankbalance

Totaldeposits

lii. Cash and Bank Balance to Current Asset Ratio

This ratio measures the percentage of liquid assetsash and bank balance among
the current assets of a firm. Cash and banks balaratudes cash in hand, foreign

cash and banks. This ratio computed by diving eahbank balance by total deposit.

This can be presented as:

CurrentAsset:

ashandbankbalance
Cash and bank balance to current assets ratio

Higher ratio shows the higher capacity of firmsrteet the cash demand.

IV. Investment on govt. securities to Current Asset Ratio

Investment on government securities includes tmgadills, development bonds;
saving bonds etc. This ratio is used to find the@atage of current assets invested on
govt. securities, treasury bills and developmemtdso This ratio can be computed by
diving investment on govt. securities by currerseds. This can be stated as:

. nvestmenbngovt.securities
Investment on govt. securities to Current Asse!s = 9
TotalCurrentAsset:

V. Loan and advance to Current Assets Ratio

Loan and advance includes loans, advances, casglit, ci@an and foreign bills
purchase and discounted. This ratio can be compayetividing loan and advances
by current assets. This can be stated as:

Loanandadvance
Loan and advance to current assets ratte—=
Currentasset
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B. Assets Management Ratio
Asset management ratio is here used to indicate éftisiently the selected banks
have arranged and invested their limited resourtas. following ratios are used

under this assets management ratio.

l. Loan and advance to Total Deposit Ratio

This ratio is calculated to find out how succedgftihe selected banks and finance
companies are utilizing their total deposit on kand advances for profit generating
purpose of earning profit. This can be stated as:

.. __..Loanandadvance
Loan and advances to deposit ratie=

TotalDeposits

Where, greater ratio shows the better utilizatibtotal deposits.

li. Loan and Advances to Total Working Fund Ratio

This ratio indicates the ability of selected baiaksl finance companies in terms of
earning high profit from loan and advances. Tatarking fund includes total
amount of assets given in balance sheet whichsrédecurrent assets, net assets, total
loans for development banks and other sundry assgisct off balance sheet items

i.e. letter of credit, letter of guarantee etc.sTitatio can be stated as;

. . _Loanandadvance
Loan and advances to working fund ratie= -
Totalworkingfund

lii. Total Investment to Total Deposit Ratio

Investment is one of the major credits created am ancome. This implies the
utilization of firm’s deposit on investment in gowecurities and share debentures of
other companies and banks. This ratio can be adddny diving total investment by
total deposit. This can be mentioned as;

. . Totalinvestment
Total investment to total deposit ratio= ,
Totaldeposit

Iv. Investment on Government Securities to Total Wiking Funds Ratio
This ratio shows that banks’ investment on govemnsecurities in comparison to
total working funds. This ratio is calculated byiding investment on govt. securities

by total working fund. This is presented as;
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Totalinvestment

Investment on govt. securities to total workingduatio = ,
Totalworkingfund

V. Investment on Shares and Debenture to Total Worikg Fund Ratio

Investment on share and debentures to total worfking ratio shows the investment
of banks and finance companies on the shares arehtiges of other companies in
terms of total working fund. Where, total investrhamcludes investment on govt.
securities, investment on debenture and bondseslwdiother companies. That can be
calculated as:

Investment on shares and debenture to total worfking ratio

_ Investmenbnsharesinddebenture
Total workingfund

C. Profitability Ratio

Profitability ratios are very helpful to measure tmeasure the overall efficiency of
operations of a firm. It is a true indicator of thfieancial performance of any
institution. For better financial performance, padbility ratios of firms should be

higher. It position of the firms can be presentedtgh the following different ways:

l. Interest earned to total operating income ratio

It is calculated to find out the ratio of interaatome with operating income of
financial institutions. This ratio indicates howfieiently the selected banks and
finance companies have mobilized their resourcesddar the interest on total
operating, income and it can be stated as:

o Totalinterestarned
Interest earned to total operating income ratie=

Operatingncome

Il. Return on total assets
Return on assets ratio measures the profitabilitsiton of the selected banks and
finance companies in comparison with total assktisase selected firms. This ratio is

calculated by dividing net profit by total asset®(king fund). This can be stated as:

. Netprofit
Return on total assets (working fund%_—t | © pk9 fund
otalworkingfun
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lll. Return on loan and advance ratio
Return on loan and advances ratio shows how effigighe banks and the finance
companies have utilized their resources to earmd geturn from provided loan and
advances. This can be mentioned as:

) Netprofit
Return on loan and advances ratie—= P
Totalloanancadvanc

IV. Total interest earned to total working fund ratio

This ratio find out the percentage of interest edrmo total assets. Higher ratio
indicates the better performance on financial tagtins in the firm of interest earning
on its working fund. This is mentioned as:

. . . Total interesearned
Total interest earned to total working fund ratie—=
Totalasset

V. Total interest paid to total working fund ratio

This ratio measures the percentage of total intexegenses against total working
fund. A high ratio indicates higher interest expgenen total working fund and others
deposits. This ratio can be calculated by dividioigl interest paid by total working

fund. This can be stated as:

. . : ._Total interespaid
Total interest paid to total working fund ratie= - p
Totalworkingfunds

D. Risk Ratio

Risk taking is the prime business of bank’s investhmanagement. When a firms
bear risk and uncertainty, profitability and effeenhess of the firm increases. These
ratios indicate the amount of risk associated vifté various banking operation,
which ultimately influences the bank investmentigolIn this study, following risk
ratios are used to analyze and interpret the fiahdata and investment policy.

|. Credit Risk Ratio

Credit risk ratio helps to check the profitabiligf loan non-repayment or the
possibility of loan to go into default. It risk ratis expressed as the percentage on
non-performing loan to total loan and advances.eHetividing total loan and

advances by total assets derives this ratio. Tdnsbe stated as:
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Totalloanandadvances
Totalasset

Credit risk ratio =

li. Liquidity Risk Ratio

The liquidity risk of the bank defines its liquigiheed for deposit. The cash and bank
balance are the most liquid assets and they arsidayed as banks liquidity sources
and deposit, as the liquidity needs. The ratioashcand bank balance to total deposit
is the indicator of bank liquidity needed. The riskow if funds are kept idle as cash
and bank balance. But this reduces profitabilityhe® bank flow loan, it is
profitability increases and also the risk. Thushkeigliquidity ratio indicates less risk
and less profitable bank. This can be stated as:

CashandBankBalance
TotalDeposit

Liquidity risk ratio =

E. Growth Ratio

A growth ratio helps to calculate the commerciahkia economic and financial
condition. It is related to the fund mobilizationdainvestment management of the
bank. The higher ratios represent the better pmdace of the selected firms to
evaluate, check and analyze the expansion and lgroivthe selected banks the
following growth ratio are calculated.

(a) Growth ratio of total deposits (b) Growth ratifototal investment

(c) Growth ratio of loan and advances and (d) Ghowatio on net profit.

3.4.2 Statistical Tools
Some important statistical tools are used to aehibe objective of this study. The
basic analysis tools are follows.

. Coefficient of correlation between different vaas.

. Trend analysis of important variables.

. Test of hypothesis of important variables
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A. Coefficient of Correlation Analysis

The coefficient of correlation measures the degfeelationship of between two sets
of figures. This tool analyzes the relationshipwesn those variables and helps the
selected banks to make appropriate investment ypohegarding to profit
maximization and deposit collection, fund utilizati through providing loan and
advances or investment on other companies. Amoagdhious methods of finding
out coefficient of correlation, Karl Pearson’s noathis applied. The result of the
correlation coefficient is always lies between xitlal. When r = +1, it means, there

is perfect positive relationship between two vaegab
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CHAPTER-IV
PRESENTATION AND ANALYSIS OF DATA

In this chapter secondary data are collected, aadlyand evaluated those major
financial items, which are mainly related to themgarison of investment
management and fund mobilization of NIBL and NABILhe calculated ratios are

statistically analyzed.

4.1 Financial Tools

Financial analysis is the process of identifyingesgith and weakness of the
organization presenting the relationship betweenitdms of balance sheet. Financial
ratio related to the investment management anduihé mobilization are presented
and discusses to evaluate analyze the performantweoocommercial banks; NIBL
and NABIL. All these calculations are based on ricial statements of concerned
banks. The important financial ratios, which areb&calculated for the purpose of
this study, are mentioned below.

a) Liquidity ratio

b) Asset Management ratio

c) Profitability ratio

d) Risk ratio

e) Growth ratio

4.1.1 Liquidity Ratio

This ratio measures the firm’s ability to meet msturing short term obligations.
Liquidity ratio measures the ability of the firm taeet its current obligations. A
commercial bank must maintain its satisfactory iligy position to meet the credit
need of the community. Commercial banks collect filmed from community of

commitment of return their money when demand it, 8®y must maintain its
sufficient liquidity position to fulfill that comnmiment of return depositor’s deposit,
withdraw and convert non cash-assets to cash i&fysahmediate needs without any
loss to bank and consequent impact on long-runitprofhe following ratios are

evaluated and interpreted under liquidity ratioguidity position of NIBL and

NABIL are comparatively studies through followirgfios.
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4.1.1.1 Current Ratio
This ratio is computed dividing current assets lbyrent liabilities; indicates the
extent to which the claims of short-term creditare covered by asset expected to
cover for cash in the near future. This ratio shetesrelationship between cash and
other current assets to its current liabilitiese Tdurrent ratio standard deviation and
coefficient of variation of NIBL and NABIL are givein the following tables.
Table: 4.1
Current Ratio

Year NABIL Bank Limited | Nepal Investment Bank Limit ed
2007/08 1.04 1.02
2008/09 1.04 1.02
2009/10 1.05 1.05
2010/11 1.05 1.06
2011/12 1.04 1.07
Total 5.22 5.22
Mean 1.04 1.04
S.D 0.01 0.02
CV 0.52 2.21

Source: Appendix: A.

Figure: 4.1
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From the table 4.1 it is clear that the currenetsef NIBL and NABIL are sometime
more and sometime less than current liabilitiesndlicates that both banks sound
ability to meet there payable in short term obigas due to more liabilities. The
table shows that in F/Y 2009/10 and 2010/11 of NIAB&nk has more current

liabilities than current asset.

In average, both NIBL and NABIL have same curretiori.e. 1.04 = 1.04. It shows
that the liquidity position of NABIL and NIBL areame. The co-efficient of variation
of variation of NIBL is greater than NABIL i.e. 22> 0.52. It can be said that current
ratio of NABIL is more consistent then of NIBL. Meaatio of both banks NABIL &
NIBL is similar 1.04. From the point of view of wang capital policy, NIBL has
followed the aggressive working capital policy Iyracting more current liabilities

i.e. current and saving deposits and deploying timanliquid sectors.

4.1.1.2 Cash and bank balance to total deposit rati

Cash and bank balance consist of cash in handgfoeash in hand, cheques and
other cash items, balance with domestic banks. elhe80 measures the availability
of bank’s highly liquid or immediate funds to metetinanticipated calls on all types
of deposits. High ratio indicates the greater gbilo meet their deposit. The
following table shows the cash and bank balanceted deposit ratio of NIBL and
NABIL.

Table 4.2
Cash and Bank Balance to Total Deposit Ratio
(In REmtage)
Year NABIL Bank Limited Nepal Investment Bank Lited
2007/08 9.11 19.62
2008/09 18.25 29.42
2009/10 10.84 29.07
2010/11 17.02 20.44
2011/12 7.83 12.01
Total 63.05 110.56
Mean 12.61 22.11
S.D 4.73 7.30
C.v 37.51 32.99

Source: Appendix: A.
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Figure: 4.2
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The table no. 4.2 shows that the comparative cadhbank balance to total deposit
ratio, which is in fluctuating trend for both NIBAnd NABIL. NIBL is higher ratio is
29.42% in F/Y 2008/09 and lower in 12.01% in F/Y120(.2. Similarly, in case of
NABIL, higher ratio is 18.25% in F/Y 2008/09 andwer ratio is 7.83% in F/Y
2011/12. The mean ratio of NABIL is lower than tredt NIBL i.e. 22.11% and
12.61% respectively. On the basic of co-efficiehvariation it can be conclude that
NIBL ratios are consistent than that of NABIL i32.99% < 37.51%.

NABIL has maintained low ratios, it shows that tbeme difficulties to meet the
demand of its customers on their deposit to pagngtdifficulties but it may be earn
more due to invested cash to different sectors.dAposit amounts mostly to invest
other sectors due to investing opportunity occui gain more. Likewise, short-term
marketable securities and treasury bills ensurmgugh liquidity, which will help the

bank to improve its profitability.

4.1.1.3 Cash and Bank Balance to Current Assets Rat
This ratio examines the banks liquidity capacitytba basis of its most liquid assets
i.e. cash and bank balance. This ratio revealsiiigy of the bank to make the quick

payment of its customer’s deposits. A high ratidicates the sound ability to meet
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their daily cash requirement of their customerpaigt. But high ratio is not

preferred, as the bank has to pay more interesteposit and will increases the cost
of fund. Bank should be maintained sufficient apgrapriate cash reserve properly
for the customers demand against deposit whenremfjand less interest is required

to be paid against the cash deposit.

Table: 4.3
Cash and Bank Balance to Current Assets Ratio

Year NABIL Bank Limited | Nepal Investment Bank Limit ed
2007/08 8.36 17.83
2008/09 16.53 27.14
2009/10 9.32 23.87
2010/11 14.66 18.01
2011/12 6.77 10.38

Total 55.64 97.23

Mean 11.13 19.45

S.D 4.23 6.43

CV 38.01 33.09

Source: Appendix: A.

Figure: 4.3
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The table no. 4.3 shows banks ratios are maintafhmtiuating trend. NIBL has
maximum ratio is 27.14% in F/Y 2008/09 and minimofmF/Y 2011/12 is 10.38%.
NABIL has also maximum ratio is 16.53% in F/Y 2008/and minimum of F/Y
2011/12 is 6.77%. Observing the same ratio, therewaso not maintain their in the
same level through the study period. The compaatbles listed above shows that
the mean ratio of NABIL lower than that of NIBL i.21.13% < 19.45%. It supports
the conclusion that NABIL has been not successfulnaintain its higher cash and
bank balance to current assets ratio in comparidomever co-efficient of variation
of NABIL is 38.01% which is comparatively higherath NIBL bank i.e. 38.01% >
33.09%. Thus it can be conclude that NIBL is higipable for maintained cash and

bank balance in comparison to NABIL.

4.1.1.4 Investment on Government Securities to Cuent Assets Ratio

This ratio examines that portion of commercial mckirrent banks current assets,
which invested on different government securitiglare or less, each commercial
bank is interested to invest their collected fumddifferent types of securities issued
by govt. in different times to utilize their excefssds and have for other purpose.
Though govt. securities are not as liquid as cadance of a commercial bank, they

can be easily sold in the market or they can be@wded into cash in other ways.

Table: 4.4
Investment on Government Securities to Current Asgs Ratio

Year NABIL Bank Limited | Nepal Investment Bank Limit ed
2007/08 7.73 3.86
2008/09 16.3 5.09
2009/10 24.2 7.41
2010/11 19.77 16.06
2011/12 25.65 22.47

Total 93.65 54.89

Mean 18.73 10.98

S.D 7.17 8.00

CV 38.30 72.87

Source: Appendix: A.
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Figure: 4.4
Investment on Government Securities to Current Asds Ratio
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From the table no. 4.4 shows the ratios of ban&dlactuating trend. NIBL has more
investment on government securities in F/Y 201Jdh@ minimum in F/Y 2007/08
and NABIL has more investment on government sdegritn F/Y 2011/12 and
minimum in F/Y 2007/08. It shows the mean of goveent securities ratio of NABIL
is higher than the NIBL i.e. 18.73% > 10.98%. Itang NABIL has invested much
portion of current assets than NIBL bank. On theepohand, co-efficient of variation
of NABIL is less than NIBL i.e. 38.30% < 72.87%. Wih means that the variability’s
of ratios of NABIL is more consistent and homogenithan of NIBL.

4.1.1.5 Loan and Advances to Current Assets Ratio

A commercial bank should be invested as loan andramt to the customers to make
more profit by mobilizing its fund in the best way.should pay interest on those
unutilized deposit funds and may lose some earffireg bank cannot be granted

sufficient loan and advances. Loan and advanceslareincluded in the current

assets of a commercial bank because generallpviges short-term loan, advance,
overdrafts and cash credit. The table below shdas riatio of loan and advance to

current assets ratio of NIBL and NABIL.
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Table: 4.5
Loan and Advances to Current Assets Ratio

Year NABIL Bank Limited | Nepal Investment Bank Limit ed
2007/08 68.08 71.29
2008/09 59.62 58.45
2009/10 62.09 63.34
2010/11 63.13 60.35
2011/12 63.1 61.77
Total 316.02 315.20
Mean 63.20 63.04
SD 3.08 4.95
CV 4.87 7.85

Source: Appendix: A.

Figure: 4.5
Loan and Advances to Current Assets Ratio

80

70

60 -
50 -
m NABIL Bank Limited

40 A

30 - m Nepal Investment Bank

Limited

20 -

10 A

0 T T T T T

2007/08 2008/09 2009/10 2010/11 2011/12

From table 4.5 listed above shows that NIBL and NMABave maintained fluctuated
trend on their loan and advance to current asaéts tn case of NIBL it has recorded
highest ratios in F/Y 2007/08 i.e. 71.29% and lawasF/Y 2008/09 i.e. 58.45%
similarly, NABIL maintained highest ratio in F/Y Q0/08 i.e.68.08% and lowest in
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F/Y 2008/09 i.e. 59.62%.. While examining the meatio, NIBL has maintained i.e.
63.040% which is less than NABIL i.e. 63.0408% <2886 and co-efficient of
variation ratio is greater than NABIL i.e. 7.85%4:87%. In this case, NIBL is poor
its fund as loan and advances with respect to suagsets in comparison to NABIL.
The mean reveals that NIBL loan advances to cuaentatisfactory level but overall
liquidity position of NIBL is not satisfactory thasf NABIL.

4.1.2 Asset Management Ratio

A commercial bank must be able to manage its aseeyswell to earn high profit to
satisfy its customers and for its own existenceseds management ratio measures
how efficiently the bank manages the resourcesatamands. The following ratios
measured the assets management ability of the HBLNABIL in comparison.

4.1.2.1 Loan and Advance to Total Deposit Ratio
This ratio measures the extent to which the barnksaccessful to mobilize their total
deposit on loan advances. The table below showsatin® of loan and advances to
total deposit ratio of NIBL and NABIL.

Table: 4.6

Loan and Advance to Total Deposit Ratio

Year NABIL Bank Limited | Nepal Investment Bank Limit ed
2007/08 74.25 78.47
2008/09 65.71 63.34
2009/10 72.23 77.15
2010/11 73.23 68.51
2011/12 72.97 71.46
Total 358.39 358.93
Mean 71.68 71.79
S.D 341 6.24
CVv 4.76 8.69

Source: Appendix: A.
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Figure: 4.6
Loan and Advance to Total Deposit Ratio
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From table 4.6 listed above shows that NIBL and NABave maintained fluctuated
trend on their loan and advance to total deposit.rin case of NIBL it has recorded
highest ratios in F/Y 2007/08 i.e. 78.47% and lawasF/Y 2008/09 i.e. 63.34%.
Similarly NABIL maintained highest ratio in F/Y 20M8 i.e.74.25% and lowest in
F/Y 2008/09 i.e. 65.71%.

In average, the mean ratio of NIBL has maintained71.79% which is higher than
NABIL i.e. 71.68% < 71.79% and co-efficient of \aron ratio is greater than
NABIL i.e. 8.69% > 4.76%. It indicates that NIBL m#ained fewer consistencies
than NABIL.

4.1.2.2 Total Investment to Total Deposit Ratio

A commercial bank may mobilize its deposit by inueg its fund in different
securities issued by government and other finarmcialon financial companies. Now
an effort has been made to measure the extent ichwhe bank are successful in
mobilizing the total deposit on investment. Totavastment includes government
securities, share, debenture and other. Below @&fiiéits this ratio of the NIBL and
NABIL.
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Table: 4.7
Total Investment to Total Deposit Ratio

Year NABIL Bank Limited | Nepal Investment Bank Limit ed
2007/08 8.51 4.45
2008/09 19.71 5.65
2009/10 30.33 10.75
2010/11 24.7 18.51
2011/12 31.44 26.5

Total 114.69 65.86

Mean 22.94 13.17

SD 9.34 9.28
CV 40.70 70.47
Source: Appendix: A.
Figure: 4.7
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From table 4.7 NABIL have fluctuating trend regaglithe ratios. During the study
period NABIL has highest ratio in F/Y 2011/12 i31.44% and lowest ratio in F/Y
2007/08 i.e. 8.51%. NIBL has highest ratio in F/F12/12 i.e. 26.50% and lowest
ratio in F/Y 2007/08 i.e. 4.45%. The mean valudN@BIL is greater than NIBL i.e.

22.94% > 13.17% and co-efficient of variation l&éssn NIBL i.e. 40.70% < 70.47%.

The analysis shows that the average investmentypaf NIBL is greater than

NABIL.
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4.1.2.3 Loan and Advance to Total Working Fund Rat

This ratio reflects the extent to which the comrisnsanks are success in mobilizing
their assets loan and advances for the purposacofme generation. A high ratio
indicates better in mobilization of funds as loard advances. Total working fund
includes current assets, fixed assets and othetsasghich are a must to run an
organization successfully. The table 4.8 exhiltits tatio of the NIBL and NABIL.

Table: 4.8
Loan and Advance to Total Working Fund Ratio

Year NABIL Bank Limited | Nepal Investment Bank Limit ed
2007/08 66.54 69.7
2008/09 57.77 57.5
2009/10 59.76 61.23
2010/11 60.96 59.06
2011/12 61.24 60.94

Total 306.27 308.43

Mean 61.25 61.69

S.D 3.26 4.73

C.v 5.32 7.66

Source: Appendix: A.

Figure: 4.8
Loan and Advance to Total Working Fund Ratio

80

70

60 -
50 -
m NABIL Bank Limited

40 -

30 - B Nepal Investment Bank

Limited

20 -

10 -

0 I T T T T

2007/08 2008/09 2009/10  2010/11 2011/12

54



The table 4.8 shows that NIBL ratio is in slightlgcreasing trend except for the last
of the review period. It has maintained highesioraf 69.70% in F/Y 2007/08 and
lowest ratio of 57.50% in F/Y 2008/09. Whereas, NIABas this ratio in fluctuating
trend, the highest ratio is 66.54% in F/Y 2007/08 &éowest ratio is 57.77% in F/Y
2008/09. On the basis of mean ratio NIBL is gredtemn NABIL i.e. 61.69% >
61.25% from this it can say that NIBL is strong dition to mobilize its total working
fund as loan and advance than NABIL. Co-efficiehvariation of NIBL is greater
than NABIL i.e. 7.66% > 5.32% from this it can ddwat NIBL is less consists than
NABIL.

4.1.2.4 Investment on Government Securities to Tdt&aVorking Fund

Government securities are not risky therefore amgstor gives first priority to invest
in this secured sector and so does a bank. This raveals that the banks are
successful in mobilizing their total working fund different types of govt. securities
to maximize the income. The bank should not utiliteeall deposits in loan and
advances and other from of credit, from securitesl liquidity point of view.
Therefore commercial banks seem to be interestedititze their deposit by
purchasing government securities. A high ratio gatks better mobilization of fund
as investment on government securities. The tal@dewb shows the ratio of
investment on govt. securities to total workingdwf NIBL and NABIL.

Table: 4.9
Investment on Government Securities to Total Workiig Fund

Year NABIL Bank Limited | Nepal Investment Bank Limit ed
2007/08 7.55 3.78
2008/09 15.82 5.01
2009/10 23.29 7.17
2010/11 19.09 15.72
2011/12 24.9 22.17

Total 90.65 53.85

Mean 18.13 10.77

S.D 6.90 7.90

CV 38.08 73.33

Source: Appendix: A.
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Figure: 4.9
Investment on Government Securities to Total Workiig Fund
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From the table 4.9 it is clearly seen that invesiimen government securities to
working fund ratio of NIBL and NABIL has fluctuateédend. NIBL has highest ratio
is 22.17% in F/Y 2011/12 and lowest ratio is 3.78%d/Y 2007/08. NABIL has
highest ratio is 24.90% in F/Y 2011/12 and lowedtoris 7.55% in F/Y 2007/08.
Comparing the mean ratio of investment on goverrinsenurities to total working
fund NIBL seems too weak to mobilize its workingndlias investment in government
securities than NABIL i.e. 10.77% < 18.13%. Co-@#ént of variation of NIBL
during study is higher than NABIL i.e. 73.33% > @8% that means NIBL is less
consistence than NABIL. So from this analysis,aih de conclude that the NIBL has
invested less portion of working fund on governmsatturities than NABIL and also

NIBL is less homogeneous than NABIL.

4.1.2.5 Investment on Share and Debenture to Tot&#orking Fund Ratio

Investment on share means to purchase sharesefaimpanies and firms that are
issued to operate business. And the share-holdermid either voting right or be a
member of board of directors. And the investmentiebentures means being a debt
holder with fixed interest income but do not holde tvoting right generally.
Investment on shares and debentures to total wgpifkind ratio reflects the extent to
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which the banks are successful to mobilize theiltavorking fund on purchase of
share and debentures of other companies to genecat@e and utilize excess fund.
A high ratio indicates more portion of investmentshare and debenture out to total

working fund.

Table: 4.10
Investment on Share and Debenture to Total Workind-und Ratio
NABIL Bank Limited | Nepal Investment Bank Limited

2007/08 0.07 0.18
2008/09 0.07 0.12
2009/10 0.26 0.25
2010/11 0.21 0.24
2011/12 0.18 0.21

Total 0.79 1.00

Mean 0.16 0.20

SD 0.09 0.05

C.V 53.96 26.22

Source: Appendix: A.
Figure: 4.10
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From the table 4.10 shows that the both bank havested nominal percentage of
total working fund into shares and debentures béotompanies, in all case as the
ratio percentage is less than 1%. However in com@aXIBL has invested slightly
higher amount on share and debentures of other @oiep in the study period.
Whereas, NIBL has made too low investment rati®.i2% in F/Y 2008/09 and
highest ratio is 0.25% in F/Y 2009/10. NABIL haglmést ratio i.e. 0.26% in F/Y
2009/10 and lowest ratio is 0.07% in F/Y 2007/08 2608/09.

On the basis of mean ratio, it can be stated thBi Nias invested higher amount in
share and debentures in comparison to NABIL i.20% > 0.16%. Moreover co-
efficient of variation of NIBL ratio is lower thathat of NABIL i.e. 26.22% <
53.96%. It means investment ratio of NIBL is moomsistent than that of NABIL.
From the above analysis, it is clear that has imeesigher percentage of its total

assets on shares and debentures of other compac@sparison to NABIL.

4.1.3 Profitability Ratios

The main objective of a commercial bank is to gawfit by providing different types
of banking services to its customers. To meet wariobjective like, maintains good
liquidity position, meet fixed internal obligationsvercome the future contingencies,
and grab hidden investment opportunities, expantkibg transaction in different
places, finance govt. in need of development fuetds a commercial bank have to
earn sufficient profit. Here, mainly those majotioa are presented and analyzed
through with the effort has been made to measw@bfit earning capacity of NIBL
and NABIL comparatively.

4.1.3.1 Return on Total Working Fund / Return on Tdal Assets Ratio

Return on working fund ratio measures the profilgbwith respect to each financial
resources investment of the bank assets if the’®avndrking fund is well managed
and efficiency utilized, return on such assets télhigher. Minimizing taxes within

the legal options available will also improved te&urn.
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The following table shows that profitability positi with respect to total assets.

Table: 4.11
Return on Total Assets Ratio

Year NABIL Bank Limited | Nepal Investment Bank Limit ed
2007/08 1.21 0.98
2008/09 1.34 0.17
2009/10 1.29 0.58
2010/11 1.17 0.64
2011/12 1.49 0.72
Total 6.50 3.09
Mean 1.30 0.62
S.D 0.13 0.29
CVv 9.64 47.46

Source: Appendix: A.
Figure: 4.11

Return on Total Asset Ratio
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From the table 4.11 it shows that the profitabibfybanks is fluctuating trend. NIBL
has highest ratio is 0.98% in F/Y 2007/08 and ldwaso is 0.17% in F/Y 2008/09.
NABIL has highest ratio is 1.49% in F/Y 2011/12 dodest ratio is 1.17% in F/Y
2010/11. When the mean ratios are observed, it shibat NIBL has low return than
NABIL i.e. 0.62% < 1.301%. So NABIL is highly effency to earn net profit and
return as well. On the other hand co-efficient dBIN is highest than NABIL i.e.
47.46% > 9.64%. From the above analysis it can @d that NABIL is strong

position in the earning capacity by utilizing agile resources than NIBL.
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4.1.3.2 Total Interest Earned to Total outside Assg Ratio
It reflects that the extent to which the bank iscassful to earn interest as major
income on all the outside assets. Higher the ratgher will be the earning power of
total outside assets. This is very important raidhe main asset is the outside assets
of a commercial bank. Total outside assets inclloi®s and advance for commercial
banks govt. securities, share, debenture and dfhertable below shows total interest
earned to total outside assets ratio of NIBL andBNA

Table: 4.12

Total Interest Earned to Total Outside Assets Ratio

Year NABIL Bank Limited | Nepal Investment Bank Limit ed
2007/08 10.57 11.63
2008/09 9.85 9.74
2009/10 7.92 8.16
2010/11 7.93 8.28
2011/12 7.81 7.00

Total 44.08 44 .81

Mean 8.82 8.96

S.D 1.30 1.78

CV 14.73 19.87

Source: Appendix: A.
Figure: 4.12
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From the table 4.12 it shows that the ratio of Isarskfluctuating trend. NIBL has
highest ratio is 11.63% in F/Y 2007/08 and lowedtoris 7.00% in F/Y 2011/12.
NABIL has highest ratio is 10.57% in F/Y 2007/0&dawest ratio is 7.81% in F/Y
2011/12. On the basis of mean ratio NIBL is gretttan NABIL i.e. 8.96% > 8.82%.
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Co-efficient of variation of NIBL is greater thanABIL i.e. 19.87% > 14.73%. From
the above analysis it can be concluded that NIBd. been succeed in comparison to
NABIL in the view point of mean ratio. NIBL is lesnsistent than NABIL in the

view point of C.V.

4.1.3.3 Return on Loan and Advance Ratio

This ratio measures the earning capacity of comiaebank through its mobilized
fund as loan and advances. A high ratio indicateatgr success to mobilized fund as
loan and advances. Loan and advances include laah credit, overdraft bills
purchases and discounted. The following table shbuaisreturn on loan and advances
ratio of NIBL and NABIL of this period.

Table: 4.13
Return on Loan and Advance Ratio
Year NABIL Bank Limited | Nepal Investment Bank Limit ed
2007/08 1.82 1.41
2008/09 2.32 0.3
2009/10 2.16 0.95
2010/11 1.92 1.09
2011/12 2.44 1.18
Total 10.66 4.93
Mean 2.13 0.99
S.D 0.26 0.42
C.V 12.26 42.43
Source: Appendix: A.
Figure: 4.13
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From the table 4.13 shows that all bank ratiohendtudy period have maintained the
fluctuating trend. NIBL has highest ratio is 1.4184~/Y 2007/08and lowest ratio is
0.30% in F/Y 2008/09. NABIL has highest ratio ig4% in F/Y 2011/12 and lowest
ratio is 1.82% in 2007/08. The mean of the bankLNs less than NABIL i.e.
0.99% < 2.13%. So we can say NABIL is strong to iimdthe fund based on loan
and advances to return than NIBL. On the other hanekfficient of variation of
NIBL is greater than NABIL i.e. 42.43% > 12.26%.uBhwe can be concluded that
NABIL is less consistent than NIBL.

4.1.3.4 Total Interest Earned to Total Working FundRatio

Total interest earned to total working fund raedlects the extent to which the banks
are successful in mobilizing their total assetadquire income as interest. This ratio
actually reveals the earning capacity of a commaétmank by mobilizing its working
fund. Higher the ratio, higher will be the incomeg iaterest. The following table
shows total interest earned to total working furadior of NIBL and NABIL
throughout the reviewing period.

Table: 4.14
Total Interest Earned to Total Working Fund Ratio
Year NABIL Bank Limited | Nepal Investment Bank Limit ed
2007/08 7.84 8.56
2008/09 7.4 6.1
2009/10 6.72 5.69
2010/11 6.46 6.21
2011/12 6.84 5.85
Total 35.26 32.41
Mean 7.05 6.48
S.D 0.56 1.18
CV 7.92 18.20

Source: Appendix: A.
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Figure: 4.14
Total Interest Earned to Total Working Fund Ratio
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The table 4.14 shows that NIBL interest earningrigtin decreasing trend. Whereas,
NIBL has highest ratio is 8.56% in F/Y 2007/08 dotest ratio is 5.69% in 2009/10.
NABIL has highest ratio is 7.84% in F/Y 2007/08 aloavest ratio is 6.46% in
2010/11. On the other hand, mean ratio of NIBLoisdst than NABIL i.e. 6.48% <
7.05%. It indicates that NIBL is lower to generatéerest income from the total
working fund than NABIL. Similarly, co-efficient of/ariation between ratios of
different five years under the study period, inec&IBL is found to be 18.20%
whereas NABIL has 7.92% only. Its earning ratiohaiéspect to total working fund
of NIBL is less stable than that of NABIL. Thuscin be concluded that NABIL is
able to earn high interest return from the totalking fund comparison with NIBL
because high ratio is an indicator high earning gyoef the bank of its total earning
fund.

4.1.3.5 Total Interest Paid to Total Working Fund Ratio

Total interest paid is that amount which is paidh® lenders as well as bond-holders.
This ratio measures the percentage of total intgya&l against the total working
fund. A high ratio indicates the higher interespexses on total working fund. The
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following table shows the total interest paid ttatavorking fund ratio of NIBL and
NABIL.

Table: 4.15

Total Interest Paid to Total Working Fund Ratio

Year NABIL Bank Limited | Nepal Investment Bank Limit ed
2007/08 5.21 5.52
2008/09 4.54 3.73
2009/10 3.89 4.11
2010/11 3.82 3.86
2011/12 3.29 3.03
Total 20.75 20.25
Mean 4.15 4.05
S.D 0.74 0.91
C.Vv 17.84 22.57

Source: Appendix: A.
Figure: 4.15
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From the table 4.15 it shows that the ratio of NIB&nk is fluctuating trend. NIBL
has highest ratio is 5.526% in F/Y 2007/08 and kiwatio is 3.03% in F/Y 2011/12.
NABIL has highest ratio is 5.21% in F/Y 2007/08 dod/est ratio is 3.29% in F/Y
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2011/12. Both banks have decreasing trend in tdygteriod. On the basis of mean
ratio NIBL is lower than NABIL i.e. 4.05% < 4.15% means NABIL is more
interest paid on the respect of total working ftimah NIBL. Similarly, co-efficient of
variation of NIBL is greater than NABIL i.e. 22.578017.84%. So it concludes NIBL

is less consistent than NABIL.

4.1.4 Risk Ratio

Bank had to take risk to get return on its investin€he risk taken is satisfied by the
increase in profit. So, the banks operating fohhpgofit have to accept the risk and
manage it efficiently. A bank has to have the idédhe level of risk that one had

needed to bear while investing its funds.

4.1.4.1 Credit Risk Ratio

Bank makes investment by utilizing its collectedduThe credit risk ratio measures
the risk behind making investment or granting loaatually, the proportion of non-
performing assets shows credit risk ratio in tédan and advances of a bank. But
unavailability of related data the ratio is caldcath with the help of loan and total
assets.

The following table presents the credit risk ratfdNIBL and NABIL.

Table: 4.16
Credit Risk Ratio

Year NABIL Bank Limited | Nepal Investment Bank Limit ed
2007/08 66.54 69.7
2008/09 57.77 57.5
2009/10 59.76 61.23
2010/11 60.96 59.06
2011/12 61.24 60.94

Total 306.27 308.43

Mean 61.25 61.69

S.D 3.26 4.73

CV 5.32 7.66

Source: Appendix: A.
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Figure: 4.16
Credit Risk Ratio
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From the table 4.16 it shows that the credit rigkor of NIBL is fluctuating trend.
NIBL has highest ratio is 69.70% in F/Y 2007/08 dodest ratio is 57.50% in F/Y
2008/09. NABIL has also fluctuating trend in thedst period. NABIL has highest
ratio is 66.54% in F/Y 2007/08 and lowest rati®1s77% in F/Y 2008/09.

When mean ratios are taken it is found that NIBQrsater than NABIL i.e. 61.69%
> 61.25%. It means NIBL has higher credit in conepa NABIL. In the case of co-
efficient of variation NIBL is greater than NABILd. 7.66% > 5.32%. It means NIBL
credit policy is less consistent than that of NABHtom the above analysis, it can be
concluded that the credit risk of NIBL is higherdoampare to NABIL.

4.1.4.2 Capital Risk Ratio

The capital risk of a bank indicates that how maskets values may decline before
the deposition and other creditors in jeopardiZHuerefore a bank must maintain
adequate capital in relation to the nature and itondof its assets, its deposit

liabilities and other corporate responsibilitiesap@al risk measures banks ability to
attract deposits and interbank fund. It also deiteesthe level of profit a bank can

earn. If a bank choose to make high capital risk, ROE will be higher. The
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following table exhibits the capital risk ratio biBL and NABIL during the study

period.
Table: 4.17
Capital Risk Ratio

Year NABIL Bank Limited | Nepal Investment Bank Limit ed
2007/08 5.22 3.37
2008/09 7.35 3.44
2009/10 6.57 0.88
2010/11 6.42 9.51
2011/12 5.35 8.30

Total 30.91 34.50

Mean 6.18 6.90

S.D 0.89 3.24

CV 14.44 47.01

Source: Appendix: A.

Figure: 4.17
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Table 4.17 presents the capital risk ratios of bamkich are fluctuating trend. NIBL
has highest ratio is 9.88% in F/Y 2009/10 and Idwaso is 3.37% in F/Y 2007/08.
NABIL has highest ratio is 7.35% in F/Y 2008/09 dowest ratio is 5.22% in F/Y
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2007/08. On the basis of mean ratio NIBL is highkat NABIL i.e. 6.90% < 6.18%.
On the other hand co-efficient of variation of NIB& greater than NABIL i.e.
47.01% > 14.44%. It indicates that the capital $kNIBL is less consistent than
NABIL. From the above analysis, it can be concluttet the degree of capital risk in
NABIL is greater than NIBL.

4.1.5 Growth Ratios
Growth ratios are analyzed and interpret which directly related to the fund
mobilization and investment of a commercial bankov@h ratios represent how well

the commercial banks are maintaining their econ@anit financial position.

Higher the ratios better the performance of a b&ddowing four topic i.e. growth
ratio of total deposit, loan & advances, total isiveent and net profit, the ratios can

be calculating to the compound interest tables.

Table: 4.18
Growth Ratio of Deposits
In Millions
Year NABIL Bank Limited Nepal Investment Bank
Limited
2007/08 3057.42 4535.73
2008/09 4574.51 6612.29
2009/10 5466.61 5572.47
2010/11 6694.96 6522.82
2011/12 8063.9 7198.32
Growth Rate % 27.43 12.23

Source: Appendix: B.
The table 4.18 shows that the growth ratio of NiBllower than NABIL i.e. 12.23%

< 27.43%. It means that the performance of NIBlcdtiect lower deposit compared
to NABIL.
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Table: 4.19

Growth Ratios of Loan and Advances

Year NABIL Bank Limited Nepal Investment Bank
Limited
2007/08 2270.18 3559.41
2008/09 3005.76 4188.41
2009/10 3948.48 4299.25
2010/11 4908.46 4468.72
2011/12 5884.12 5143.66
Growth Rate % 26.88 9.64

Source: Appendix: B.

The table 4.19 shows that the growth ratio of NiBlower than NABIL i.e. 9.64% <
26.88%. It means that the performance of NIBL tthecd grant loan and advances in

compared to NABIL is lower position year by year.

Table: 4.20
Growth Ratio of Total Investment
Year NABIL Bank Limited Nepal Investment Bank
Limited
2007/08 260.11 201.79
2008/09 901.72 373.63
2009/10 1657.87 599.06
2010/11 1653.98 1207.28
2011/12 2535.66 1907.52
Growth Rate % 76.69 75.34

Source: Appendix: B.
The table 4.20 shows that the growth ratio of NiBlower than NABIL i.e. 75.34%

< 76.69%. It means that the performance of NABIlinieest in compared to NIBL is

higher position.
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Table; 4.21
Growth Ratio of Net Profit

Year NABIL Bank Limited Nepal Investment Bank
Limited
2007/08 41.27 50.07
2008/09 69.7 12.51
2009/10 85.33 40.85
2010/11 94.18 48.75
2011/12 143.57 60.85
Growth Rate % 36.56 4.99

Source: Appendix: B.

The table 4.21 shows that the growth ratio of NiBlower than NABIL i.e. 4.99% <
36.56%. It means that the performance of NIBL tbprefit in compared to NABIL

is lower position.

4.2 Statistical Analysis

Under this chapter, some statistical tools suckaasfficient of correlation analysis
between different variables, trend analysis of déptoan and advances, Investment
and net profit are used to achieve the objectihetudy.

4.2.1 Coefficient of Correlation Analysis
To find out the relationship between deposit andltmvestment, deposit and loan
and advances and newt profit and total outsidetadsave been used of Karl

Pearson’s coefficient of correlation.

4.2.1.1 Coefficient of Correlation between Deposi@nd Investment

The Coefficient of correlation between deposit andestment is to measure the
degree of relationship between two variables. Imretation analysis, deposit is
independent variables (X) and total investment épeshdent variables (Y). The
purpose of computing coefficient correlation isjustify whether the deposits are

significantly used in proper way or not.
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The table no. 4.22 shows the value of calculated value of t and tabulated value of

t between deposits and total investment of NIBL BIABIL for the study period.

Table: 4.22
Correlation between Deposits and Total Investment
Evaluation criterions tapValue _
~— tearValue Conclusion Result
Bank R r
NIBL 0.758 0.575 2.01 3.82 | JAccepted Insignificant
NABIL 0.973 0.947 7.03 3.82 | (HRejected Significant

Source: Appendix: C.

From the above table no. 4.22 is found that theff@tent of correlation between
deposit and investment value ‘r' is 0.758 in cadeNdBL. It shows positive
relationship between these two variables. Similahg coefficient of determination in
the dependent variables‘is 0.575it means 57.50% of the variation in tlependent

variables (total investment) has been explainethbyndependent variable (deposit).

In the case of NABIL also, that the Coefficientaafrrelation between total deposits
and total investment is 0.973. It shows the pasitrelationship between these
variables. But considering the value dfis 0.947. It means 94.70% in the dependent

variable (investment) has been explained by thepaddent variable (deposit).

In case of NIBL calculated value of t is smallearthtabulated value of t. Thus null
hypothesis is accepted. That is variables are weleded in other words correlation

between deposit and total investment of NIBL isgn#icant.

In case of NABIL calculated value of t is greateart tabulated value of t. Thus null
hypothesis is rejected. That is variables are taigé in other words correlation
between deposit and total investment of NABIL gn#icant.

4.2.1.2 Coefficient of Correlation between Deposénd Loan and Advance

Coefficient of correlation between deposit and laad advances measures the degree

of relationship between these two variables. In thes analysis, deposit is
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independent variable (X) and loan and advance eperttent variable (Y) the main
objective of computing ‘r' between these two vakésbis to justify whether deposits

are significantly uses as loan and advances prmagior not.

The table no. 4.23 shows the value ofcalculated value of t and tabulated value of t

between deposits and loan and advances of NIBIN&RIL for the study period.

Table: 4.23
Correlation between Deposit and Loan and Advance
Evaluation criteriong tiapValue _
. tcaValue Conclusion Result
Bank r r

NIBL 0.883 0.780 3.26 3.82 | JHAccepted Insignificant

NABIL 0.995 0.990 17.25 3.82| oHRejected Significant

Source: Appendix: C.

From the above table 4.23, it is found that thefft@ent of correlation between
deposits and loan and advances of NIBL is 0.88%htws positive relationship
between these two variables. Moreover, when weidenshe value of coefficient of
determination 7 is 0.780 and it means 78.00% of the variationtia tependent

variable (deposit).

Likewise, in case of NABIL the coefficient of coladon between deposits and loan
and advances of NABIL is 0.995. It shows positieationship between these two
variables. Moreover, when we consider the valueoeffficient of determinatiorf iis
0.990 and it means 99.0% of the variation in thgedelent variable (deposit).

In case of NIBL calculated value of t is smallearihtabulated value of t. Thus null
hypothesis is accepted. That is variables are weleded in other words correlation

between deposit and loan and advance of NIBL igmifgcant.

in case of NABIL calculated value of t is greateart tabulated value of t. Thus null
hypothesis is rejected. That is variables are taigé in other words correlation

between deposit and loan and advance of NABIL hsusignificant.
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4.2.1.3 Coefficient of Correlation between OutsidAssets and Net Profit

To measure and evaluate the coefficient of coiteldietween these two variables i.e.
total outside assets and net profit, Karl Pers@uegfficient of correlation has been
calculated under this topic. In this analysis, ltotaside assets is independent variable
(X) and net profit is dependent variable (Y). Thepgose of computing correlation of
Coefficient is to justify whether the net profit significantly correlated with

respective total assets or not.

The table no. 4.24 shows the value of Galculated value of t and tabulated value of
t between outside assets and net profit of NIBL [dAGBIL.
Table: 4.24
Correlation between Outside Assets and Net Profit

Evaluation criterions trapValue .
5 tcaValue Conclusion Result
Bank r r

NIBL 0.501 0.251 1.003 3.82| dAccepted Insignificant

NABIL 0.976 0.953 7.76 3.82| (HRejected Significant

Source: Appendix: C.

From the above table no.4.24, it is found thatdbefficient of correlation between
outside asset and net profit of NIBL is 0.501.Hows positive relationship between
these two variables. Moreover, when we consider \thkie of coefficient of
determination 7 is 0.251 and it means 25.10% of the variationhia tependent

variable.

Likewise, in case of NABIL the coefficient of colaton between outside asset and
net profit of NABIL is 0.976. It shows positive ationship between these two
variables. Moreover, when we consider the valueoeffficient of determinatiorfis
0.953 and it means 95.30% of the variation in tagethdent variable.

In case of NIBL calculated value of t is smallearthtabulated value of t. Thus null

hypothesis is accepted. That is variables are wveleded in other words correlation

between outside assets and net profit of NIBL ssginificant.
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In case of NABIL calculated value of t is greatieart tabulated value of t. Thus null
hypothesis is rejected. That is variables are taigé in other words correlation

between Outside Assets and net profit of NABIL ban&ignificant.

4.2.1.4 Coefficient of Correlation between Loan anédvance and Net Profit

To measure and evaluate the coefficient of coitgldietween these two variables i.e.
total loan and advance and net profit, Karl Persddoefficient of correlation has
been calculated under this topic. In this analysegtal loan and advance is
independent variable (X) and net profit is dependeamiable (Y). The purpose of
computing correlation of Coefficient is to justifiyhether the net profit is significantly

correlated with respective total assets or not.

The table no. 4.25 shows the value of calculated value of t and tabulated value of

t between loan and advance and net profit of NIBd NABIL.

Table: 4.25
Correlation between Loan and Advance and Net Profit
Evaluation criteriong tiapValue _
. tcaValue Conclusion Result
Bank r r

NIBL 0.343 0.118 | 0.6325 3.82| oH\ccepted Insignificant

NABIL 0.964 0.929 6.28 3.82| (HRejected Significant

Source: Appendix: C.

From the above table no. 4.25, it is found thatdbefficient of correlation between
total loan and advance and net profit of NIBL i8438. It shows positive relationship
between these two variables. Moreover, when weidenshe value of coefficient of
determination 7 is 0.118and it means 11.80% of the variation ia tependent

variable.
Likewise, in case of NABIL the coefficient of coladon between total loan and

advance and net profit of NABIL is 0.964. It showssitive relationship between

these two variables. Moreover, when we consider thkie of coefficient of
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determination 7 is 0.929 and it means 92.90% of the variationhia tependent

variable.

In case of NIBL calculated value of t is lower th@ulated value of t. Thus null
hypothesis is accepted. That is variables are ledeck in other words correlation
between load and advance and net profit of NIBlngsgnificant. In case of NABIL
calculated value of t is higher than tabulated @atd t. Thus null hypothesis is
rejected. That is variables are uncorrelated irerothords correlation between loan
and advance and net profit of NABIL bank is sigrafit.

4.3 Major Finding of the Study

The main findings of the study are derived ondhalysisof financial data of NIBL
and NABIL, which are given belowiquidity ratio the mean current ratio of NIBL is
lower than that NABIL and the variability of ratad NABIL is more consistence than
NIBL in comparison.

 The mean ratio of cash and bank balance to tof@sieof NIBL is higher
than that of NABIL ,NIBL cash and bank balance ¢tal deposit ratio is
high consistent than that of NABIL. It states thia¢ liquidity position of
NIBL is better than NABIL. The mean cash and baakabce to current
assets ratio of NIBL is higher than NABIL. It exigthe liquidity position
of NIBL is better in this regard. The cash and bbakance to current assets
ratios of NIBL is more stable and consistent thzet of NABIL. The mean
ratio of investment on government securities toentrassets of NIBL has
maintained lower than NABIL.

* Moreover, NIBL seems to have more variable or Esssistent than that of
NABIL. The mean ratio of loan and advance to curassets ratio of NIBL
is lower than that of the loan and advance to ctrassets ratio of NIBL is
less consistent than that of NABIL. Asset managedmain. The main ratio
of loan and advance to total deposit of NIBL ish@gthan that of NABIL.
The variability of the loan and advance to totgdaiat ratio of NABIL seems

to be less stable and consistent than that of NIBL.
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The mean ratio of total investment to total deposNIBL is lower than that
of NABIL. The variability of the total investmeno ttotal deposit ratio of
NIBL is less consistent than that of NABIL. The me@tio of loan and
advance to working fund of NIBL is greater thanttlwh NABIL. The
variability of loan and advance to working fundiesabf NIBL is less
consistent than that of NABIL.

The mean ratio of total investment on governmeatisges to total working
fund of NIBL is lower than that of NABIL. The vahdity of the total
investment on government securities to total waykiund ratio of NIBL is
less consistent than that of NABIL. The mean rafionvestment on share
and debenture to total working fund of NIBL is gexahan that of NABIL.
The variability of the investment on share and délre to total working
fund ratio of NIBL is more consistent than thatNABIL.

Profitability ratios the mean ratio return on taéaket of NIBL is lower than
that of NABIL. The return on total asset workinghéuratio of NIBL is less
consistent than that of NABIL. The mean ratio datanterest earned to total
outside assets of NIBL is greater than that of NIABThe total interest
earned to total outside assets ratio of NIBL is lesnsistent than that of
NABIL. The mean ratio of return on loan and advaot&lIBL is less than
that of NABIL. The return on loan and advance rabio NIBL is less
consistent than that of NABIL. The mean ratio datanterest earned to total
working fund of NIBL is lower than that of NABIL. e total interest earned
to total working fund ratio of NIBL is less consst than that of NABIL.
The mean ratio of total interest paid to total wogkfund of NIBL is lower
than that of NABIL. The total interest paid to toworking fund ratio of
NABIL is less consistent than that of NIBL.

From the above findings, it can be conclude thatgrofitability position of
NIBL is not satisfactory. Whereas in some rati@s return on total asset,
return on loan and advances of NIBL is maintaireadelr than that of NABIL.
But in cases those ratios of total interest paidatal working fund, total
interest earned to total outside assets, NIBL haistained higher mean ratios

than NABIL. So those banks have invested their fangrofitable sectors for
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maintain their higher profit margin in future. RisKio This risk ratio of NIBL
and NABIL shows .

The mean credit risk ratio of NIBL is greater ththat of NABIL. The credit
risk ratio of NIBL is less consistent than that MABIL.NIBL has
maintained the mean ratio of capital risk ratidigher than that of NABIL.
The capital risk ratio of NABIL is less consistahtin that of NIBL. From
the above result it can be concluded that the cmsk ratio of NIBL is
highest and the capital risk ratio of NIBL is highef indicate that NABIL.
Growth ratio. Growth ratio of deposit of NIBL isvier i.e. 12.23% in
comparison to NABIL. i.e. 27.43%.Likewise, growittio of total loan and
advance of NIBL is significantly lower that NABIL.d. 9.64% <
26.88%.Beside these, growth ratio of total investineg NIBL is lower than
NABIL i.e. 75.34% < 76.69%.The growth ratio of n@bfit in case NIBL
has been found 4.99% whereas; the same of the NABH.36.56% during
the study period. From the analysis of above maetiogrowth ratios it can
be conclude that NIBL has not been more successiucrease in source of
funds i.e. deposit and mobilization of i.e. loan @gvances.

It seems NIBL has not made any effective strategyin the confidence of
shareholders, depositors and its all customs. @Gaoesft of correlation
analysis. Coefficient of correlation analysis betwelifferent variables of
NIBL and NABIL reveals that. Co-efficient of coretion analysis between
deposit and total investment of the both banks g$igeificantly positive
values.

Similarly, the relationship between deposit andriaad Advances of NIBL
and NABIL are significantly positive, however NABIbank has higher
value. The co-efficient of correlation between @igsAssets and Net Profit
of NABIL is significantly greater than NIBL showinghe correlation
between outside asset and net profit of NABIL basksignificant. The
relationship between loan and advance and Nettpodfboth NIBL and
NABIL is positive and NABIL with significantly higar value.
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CHAPTER-V
SUMMARY, CONCLUSION AND RECOMMENDATIONS

This chapter first concludes the fact-findings baseanalytical chapter four where
data have been analyzed and interpreted applyffgreht accounting and statistical
tools. Under financial analysis, various financratios related to the investment
function of commercial banks, they are liquiditytioa profitability ratio, asset
management ratio, risk ratio and growth ratio, soehevant statistical are used. They
are coefficient of correlation, trend analysis &t of hypothesis.

5.1 Summary

In this study, the financial tools ratio analysig.Jiquidity ratio, asset management
ratio, profitability ratios, risk ratios, growthtras and statistical tools like percentage,
mean, standard deviation, coefficient of variatioorrelation and trend analysis have
been used for the analysis and interpretation ef data. The data which were
employed in this research are secondary in naitlniey are obtained from annual
reports of the concerned banks, likewise, the firnstatement of five year from

2007/08 to 2011/12 were selected for the purpoakiation.

NABIL has invested its more portions of currenteassn government securities than
NIBL. NABIL has made higher amount of investmentgmvt. securities this is due to
unavailable of other secured and profitable invesiirsector. Whereas the lower
amount of NIBL is invested in government. securltymay be the reason of more
investment on other productive sector. The liqyigibsition of NIBL and NABIL
have not found satisfactory. It is therefore, st them to improve cash and bank
balance to meet current obligations. NIBL'’s loaul adlvance to current assets ratio is
lower than that NABIL, it is recommended to follokberal lending policy for
enhancement of fund mobilization. The profitabilggsition of those banks is not
satisfactory. So those banks have to invest tlueid fin profitable sectors. From this
study it can conclude that NIBL is in better pasitifrom interest expenses point of
view that NABIL. NABIL seems that it had collectéd working funds from more

expensive sources in comparison to NIBL.
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The risk ratio of NIBL and NABIL have higher, it siggested that they must careful
about risk either risk or capital risk. The growtitios are analyzed and interpret
which are direct related to the fund mobilizatiord anvestment of commercial banks.
Growth ratio represents how well the commercial ksamre maintaining their
economic and financial position. Growth ratio NIB&s lower to maintain of deposit,
loan and advance and net profit and higher of totestment than that of NABIL.
Therefore in total amount factor NABIL improve ihrée growth ratios than NIBL
but in terms of percentage NIBL improve in threevgih rates than NABIL.

5.2 Conclusions

From the analysis of coefficient of correlation lgs&s we can conclude that both
NIBL and NABIL have significant positive relationghbetween deposit and loan
advance, deposit and total investment and outssdets and net profit. The trend
value of deposits loan and advance, investmentpradtt shows that continuously
increasing trend. We can say that both NIBL and NARBave followed the policy of

maximizing the investment.

Investment policy plays a key role on the developimef countries utmost
investment. The political insanity, government sleax policy treaty with neighbor
country, social and economic condition of the coprtffect investment policy of
bank. To keep up the stability with the foreignipp results the improvement of
investment policy. Designing good investment poli®ips to the improvement of
investment policy in the country. As political inéince, intervention economic
scenario and social, economic scenario of the cpusmitdramatically problem for the

detection of designing investment policy of bank.

Government policy affects the investment policy the company, bank and
institution. Government intervention in investmgolicy is custom tariff initiated by
the government policy, VAT refund policy and taxldiog policy including duty

taxes i.e. export and import directly influencewvestment policy. Analysis of
investment to avoid the risk, risk related invesimenfluence the financial and
economic condition of investment. Technical and keang analyses too reflect the

risk measurement. As the investor, the adequatevliedige of investment policy is
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required. Major problem for applying the investm@uticies are integrator of the

consumer, changing policy of the country, industpalicy and neighbor country’s

policy.

5.3 Recommendations

Suggestion helps to take corrective action in thetivities in future. On the basis of

above analysis and findings of the study, followsuyggestions can be advances to

overcome weakness, inefficiency and satisfactorgravement of the present fund

mobilization and investment policy of NIBL as wali NABIL.

* The liquidity position of a NIBL has maintained thatios of cash and bank
balance to total deposit and current assets camilyehigher than that of
NABIL and recommended to increased cash and balanda to meet current

obligations and loan demand.

* NIBL has made lower investment amount on governraeatirrities. Investment
on those securities issued by government i.e. TUrgabills, Development
bonds, saving certificates are free of risk andhllyidiquid in nature and such
securities yield the low interest rates of paracuhaturity due to lowest risk in
future, it is more better in regard to safety tbdter means of investment. So,
NIBL is strongly recommended to give more impor&ama invest more funds
government securities instead of keeping them idligh this proverb

“something is better than nothing.”

* NIBL’s profitability position is low than that of ABIL. So NIBL is strongly
recommended to utilize risky assets and sharehsldend to gain highest
profit margin. Similarly, it should reduce its exjges and should try to collect
cheap fund being more profitable. Out of workinghdu NABIL has not
invested its more fund as total investment in camspa to the other two banks.
Though the percentage of invested by those banke haminal. So, it is
recommended to those banks to invest their mordsfun different types of

companies in different areas.

» Portfolio conditions of NABIL as well NIBL shouldebexamining carefully
from time to time and alternation should be madm#&intain equilibrium in the

portfolio condition as far as possible. So it cansaid that all eggs should not
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be kept in the basket. The banks should make aonim yielding investment

portfolio.

In the light of growing competition in the bankisgctor, the business of the
bank should be customer oriented. It should stregtand activate its
marketing function, as it is an effective tool oftracting and retaining
customers. For this purpose, the banks should dea “Innovative approach
to bank marketing” and formulate new strategiceri/gg customers in a more

convenient and satisfactory way.

NIBL is operating with limited branch while NABILds greater network of
branches all over country. Therefore NIBL recomneshtb expand its hands
provide banking service and facilities to the ruaatas and communities to
accelerate the rural areas economic developmembudgh opening new
branches in particular areas after making feagjbsliudy and study well about
saving and business potentiality of those areas Very helpful to bank in

tapping the resources of different areas.
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Appendixes

Appendix —A Calculation of Ratios

Current ratio

NIBL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12
Current Assets 4992.66 7166.11 6787.45 7404.57 8327.17
Current Liabilities 4880.51 7043.64 6459.41 6882.43 7808.30 Total
Ratios (X) 1.02 1.02 1.05 1.06 1.05 5.22
(X-X) (0.02) (0.02) 0.01 0.02 0.01 -
(X-E)2 0.0004 0.0004 0.0001 0.0004 0.0001 0.0014
X 5.22
Mean () = Z— = Z— = 1.04
n 5
Y(x—X)2 0.0014
S.D.(6) = _— = ——— =+/0.00035 = 0.02
n—-1 5-1
) 0.02
C.V. = = x100% = —x100% =2.21%
X 1.04
NABIL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12
Current Assets 3334.59 5049.85 6359.66 7774.84 9325.63
Current Liabilities 3204.27 4874.79 6063.87 7415.23 8928.25 Total
Ratios (X) 1.04 1.04 1.05 1.05 1.04 5.22
(X-X) (0.00) (0.00) 0.01 0.01 (0.00) -
(X-E)2 0.0000 0.0000 0.0000 0.0000 0.0000 0.0001
X 5.22
Mean (X = - = — = 104
(x) 2 -
Y(x—X)2 0.0001
S.D.(6) = _— = —— =+0.00003 = 0.01
n—-1 5-1
1) 0 .01
C.V. = = X 100% = 4 * 100% = 0.52%




Cash and bank balance to total deposit ratio

NIBL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12
Cash and bank bs 890.02 1945.14 1619.96 1333.53 864.42
Total deposit 4535.73 6612.29 5572.47 6522.82 7198.32 Total
Ratios (X) 19.62 29.42 29.07 20.44 12.01 110.56
(X-X) (2.49) 7.31 6.96 (1.67) (10.10) -
(X-X)? 6.2101 53.4069 48.4138 2.7956 102.0504 | 212.8767
X 110.56
Mean (¥) = )= =) = 2211
n 5
Y(x—X)2 212.8767
S.D.(6) = _— = —— =1+/53.2192 = 7.30
n—1 5-1
0 30
C.V. = 2 X 100% = X 100% = 32.99%
NABIL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12
Cash and bank bs 278.61 834.99 592.76 1139.57 631.8
Total deposit 3057.42 4574.51 5466.61 6694.96 8063.90 Total
Ratios (X) 9.11 18.25 10.84 17.02 7.83 63.05
(X-X) (3.50) 5.64 (1.77) 4.41 (4.78) -
(X-%)? 12.2500 31.8096 3.1329 19.4481 22.8484 89.4890
X 63.05
Mean () = )= = Y —/ = 1261
n 5
Y (x—X)2 89.4890
S.D.(6) = —_— = —— =+/22.3723 = 4.73
n—1 5-1
5 4.73
C.V. = = X100% = x 100% = 37.51%
X 12.61




Cash and bank balance to current asset ratio

NIBL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12
Cash and bank bs 890.02 1945.14 1619.96 1333.53 864.42
Current assets 4992.66 7166.11 6787.45 7404.57 8327.17 Total
Ratios (X) 17.83 27.14 23.87 18.01 10.38 97.23
(X-X) (1.62) 7.69 4.42 (1.44) (9.07) -
(X-%)? 2.6115 59.1976 19.5718 2.0621 82.1924 165.6353
Vean (8] X » 97.23 Lo.4s
ean \x = - = - = .
n 5
Y(x—X)2 165.6353
5.0.(8) = = ——— = V414088 = 6.43
n—1 5-1
0 43
C.V. = = xX100% = x 100% = 33.09%
x 19.45
NABIL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12
Cash and bank bs 278.61 834.99 592.76 1139.57 631.80
Current assets 3334.59 5049.85 6359.66 7774.84 9325.63 Total
Ratios (X) 8.36 16.53 9.32 14.66 6.77 55.64
(X-X) (2.77) 5.40 (1.81) 3.53 (4.36) -
(X-%)? 7.6618 29.1816 3.2689 12.4750 18.9922 71.5795
X 55.64
Mean (¥) = Y= = Y= = 11.13
n 5
Y(x—X)2 71.5795
S.D.(6) = —_— = — =14/17.8949 = 4.23
n—1 5-1
5 4.23
C.V. = = X 100% = x 100% =38.01%
x 11.13




Investment on government securities to current assets ratio

NIBL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12
Investment on gov.sec 192.85 364.69 503.17 1189.39 1871.45
Current assets 4992.66 7166.11 6787.45 7404.57 8327.17 Total
Ratios (X) 3.86 5.09 7.41 16.06 22.47 54.89
(X-X) (7.12) (5.89) (3.57) 5.08 11.49 -
(X-T)2 50.6659 34.6685 12.7306 25.8267 132.0661 255.9579
X 54.89
Mean (¥) »= = Y—— = 10098
n
Y(x—X)2 255.9579
S.D.(6) _— = ——— =1/63.9895 =3
n-1 5-1
1) 0 8
C.V. - X 100% = 5 x100%  =72.87%
NABIL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12
Investment on gov.sec 257.61 823 1538.9 1537.3 2392.1
Current assets 3334.59 5049.85 6359.66 7774.84 9325.63 Total
Ratios (X) 7.73 16.30 24.20 19.77 25.65 93.65
(X-X) (11.00) (2.43) 5.47 1.04 6.92 -
(X-T)2 121.0000 5.9049 29.9209 1.0816 47.8864 205.7938
X 93.65
Mean (x) y= = ),/ = 18.73
n 5
Y(x—X)2 205.7938
S.D.(6) —_— = —— =+51.4485 = 7.17
n-1 5-1
1) 7.17
C.V. - X 100% = x 100% =38.3%
X 18.73




Loan and advance current assets ratio

NIBL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12
Loan and advance 3559.41 4188.41 4299.25 4468.72 5143.66
Current assets 4992.66 7166.11 6787.45 7404.57 8327.17 Total
Ratios (X) 71.29 58.45 63.34 60.35 61.77 315.20
(X-X) 8.25 (4.59) 0.30 (2.69) (1.27) 0.00
(X-E)2 68.0625 21.0681 0.0900 7.2361 1.6129 98.0696
X 315.20
Mean () = )= =) = 63.04
n 5
x—X)2 98.0696
o) - Ju : J _ VIEETTE - 405
n-—1 5-1
S 0,
C.V. = = X100% = x 100%  =7.85%
X 63.04
NABIL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12
Loan and advance 2270.18 3005.76 3948.48 4908.46 5884.12
Current assets 3334.59 5049.85 6359.66 7774.84 9325.63 Total
Ratios (X) 68.08 59.62 62.09 63.13 63.10 316.02
(X-X) 4,90 (3.66) (1.09) (0.05) (0.08) (0.00)
(X-E)2 23.7754 12.8451 1.2410 0.0055 0.0108 37.8777
X 316.02
Mean (¥) = Y= =) = 63.20
n 5
Y(x—X)? 37.8777
S.D.(6) = —_— = —— = +v9.4694 = 3.08
n—-1 5-1
1) 3.08
C.V. = =4.87%

= X 100%
X

= x 100%
63.20




Loan and advance to total deposit ratio

NIBL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12
Loan and advance 3559.41 4188.41 4299.25 4468.72 5143.66
Total deposit 4535.73 6612.29 5572.47 6522.82 7198.32 Total
Ratios (X) 78.47 63.34 77.15 68.51 71.46 358.93
(X-X) 6.68 (8.45) 5.36 (3.28) (0.33) -
(X-f)2 44.6759 71.3349 28.7725 10.7322 0.1063 155.6217
X 358.93
Mean (¥) = ). — = ) = 71.79
n 5
’ x—X)2 155.6217
S.D.(6) = LX) = —— = +4/38.9054 = 6.24
n-—1 5-1
) .
C.V. = — X100% x 100% =8.69 %
x 71.79
NABIL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12
Loan and advance 2270.18 3005.76 3948.48 4908.46 5884.12
Total deposit 3057.42 457451 5466.61 6694.96 8063.90 Total
Ratios (X) 74.25 65.71 72.23 73.23 72.97 358.39
(X-X) 2.57 (5.97) 0.55 1.55 1.29 0.00
(X-E)2 6.6152 35.6170 0.3047 2.4087 1.6693 46.6149
X 358.39
Mean (¥) = ), — = ) = 71.68
n 5
x—X)2 46.6149.
S.D.(6) = \/u = \/— = +V11.6537 = 3.41
n-—1 5-1
) 3.41
C.V. = = X 100% = =4.76%

x 100%
8




Total investment to total deposit ratio

NIBL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12
Total Investment 201.79 373.63 599.06 1207.28 1907.52
Total deposit 4535.73 6612.29 5572.47 6522.82 7198.32 Total
Ratios (X) 4.45 5.65 10.75 18.51 26.50 65.86
(X-X) (8.72) (7.52) (2.42) 5.34 13.33 -
(X-%)° 76.0733 56.5805 5.8661 28.4942 177.6356 | 344.6497
X 65.86
Mean () = )= = Y —— = 13.17
n 5
Y(x—X)2 344.6497
S.D.(8) = —_— = — = +86.1624 = 9.28
n—1 5-1
o) 28
C.V. = X 100% = ~ x 100% = 70.47%
NABIL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12
Total Investment 260.11 901.72 1657.87 1653.98 2535.66
Total deposit 3057.42 4574.51 5466.61 6694.96 8063.90 Total
Ratios (X) 8.51 19.71 30.33 24.70 31.44 114.69
(X-X) (14.43) (3.23) 7.39 1.76 8.50 -
(X-%)° 208.1672 10.4200 54.6417 3.1046 72.2840 | 348.6175
X 114.69
Mean (¥) = Y= =) = 22.94
n 5
Y(x—X)2 348.6175
S.D.(8) = —_— = —— = 1+/87.1544 = 9.34
n—1 5-1
5 9.34
C.V. = X 100% = 7 *100%  =4070%




Loan and advance to total working fund ratio

NIBL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12
Loan and advance 3559.41 4188.41 4299.25 4468.72 5143.66
Total working fund 5106.57 7284.79 7021.14 7566.33 8440.40 Total
Ratios (X) 69.70 57.50 61.23 59.06 60.94 308.43
(X-%) 8.01 (4.19) (0.46) (2.63) (0.75) -
(X-%)? 64.2242 17.5226 0.2079 6.8959 0.5565 89.4071
X 308.43
Mean (x) = D, — = ) = 61.69
n 5
Y(x—X)2 89.4071
5.D.(6) = &= - | == =1.223518 = 4.73
n—-1 5-1
5 0 .
C.V. = = X 100% = 5 X 100% =7.66 %
NABIL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12
Loan and advance 2270.18 3005.76 3948.48 4908.46 5884.12
Total working fund 3411.7 5202.58 6607.18 8052.21 9608.57 Total
Ratios (X) 66.54 57.77 59.76 60.96 61.24 306.27
(X-%) 5.29 (3.48) (1.49) (0.29) (0.01) 0.00
(X-%)? 27.9418 12.1383 2.2320 0.0864 0.0002 42.3987
Mean (§) = 2% _ 30@'27 = 61.25
5.D.(6) = /% = |22 = V105779 = 3.26
C.V. = Sx100% = 22°x100% =532 %
X 61.25




Investment on govt. securities to total working fund ratio

NIBL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12
Investment on gov.sec 192.85 364.69 503.17 1189.39 1871.45
Total working fund 5106.57 7284.79 7021.14 7566.33 8440.40 Total
Ratios (X) 3.78 5.01 7.17 15.72 22.17 53.85
(X-X) (6.99) (5.76) (3.60) 4.95 11.40 -
(X-E)2 48.8601 33.1776 12.9600 24.5025 129.9600 249.4602
Mean (%) 3 X 53.85 10.77
ean (x = — —_— = .
n 5
Y(x—X)2 249.4602
S.D.(6) = —_— = ——— =162.3651 = 7.90
n-—1 5-1
o) 7.90
C.V. = =X 100% = - x100%  =73.33%
NABIL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12
Investment on gov.sec 257.61 823 1538.9 1537.3 2392.1
Total working fund 3411.7 5202.58 6607.18 8052.21 9608.57 Total
Ratios (X) 7.55 15.82 23.29 19.09 24.90 90.65
(X-X) (10.58) (2.31) 5.16 0.96 6.77 (0.00)
(X-X)* 111.9364 5.3361 26.6256 0.9216 45.8329 190.6526
X 90.65
Mean () = ) - = ),/ = 18.13
I(x-X)2 X)2 190.6526
S.D.(6) = = V47.6632 = 6.90
n-1 5 1
.90
C.V. = 5 100% = 38.08%

T X100% =
X




Investment on share and debenture to total working fund ratio

NIBL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12
Inv.on share and
debenture 8.94 8.94 17.89 17.89 17.89
Total working fund 5106.57 7284.79 7021.14 7566.33 8440.40 Total
Ratios (X) 0.18 0.12 0.25 0.24 0.21 1.00
(X-X) (0.02) (0.08) 0.05 0.04 0.01 (0.00)
(X-f)2 0.0004 0.0064 0.0025 0.0016 0.0001 0.0110
X 1
Mean (x = - = - = 0.20
(%) X 2:
Y (x—X)2 0.011
S.D.(6) = _— = — = +/0.0028 = 0.05
n—-1 5-1
1) 0.05
C.V. = E x 100% = 0 x 100% = 26.22%
NABIL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12
Inv.on share and
debenture 2.5 3.7 17.11 17.11 17.11
Total working fund 3411.7 5202.58 6607.18 8052.21 9608.57 Total
Ratios (X) 0.07 0.07 0.26 0.21 0.18 0.79
(X-X) (0.09) (0.09) 0.10 0.05 0.02 -
(X-f)2 0.0077 0.0077 0.0104 0.0027 0.0005 0.0291
X 0.79
Mean (¥) = Y= = — = 016
n
Y(x—X)2 0.0291
S.D.(6) = —_— = = +0.0073 = 0.09
n—-1 5-1
o) 0.09
C.V. = E x 100% =

p x 100% = 53.96%




Return to total working fund ratio

NIBL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12
Net profit 50.07 12.51 40.85 48.75 60.85
Total working fund 5106.57 7284.79 7021.14 7566.33 8440.40 Total
Ratios (X) 0.98 0.17 0.58 0.64 0.72 3.09
(X-X) 0.36 (0.45) (0.04) 0.02 0.10 -
(X-E)2 0.1310 0.2007 0.0014 0.0005 0.0104 0.3441
X 3.09
Mean (x = - = — = 0.62
(%) 2= -
Y(x—X)2 0.3441
S.D.(6) = _— = = +/0.0860 =0.29
n—-1 5-1
1) 0.29
C.v. = E x 100% = 2 x 100%= 47.46%
NABIL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12
Net profit 41.27 69.7 85.33 94.18 143.57
Total working fund 3411.7 5202.58 6607.18 8052.21 9608.57 Total
Ratios (X) 1.21 1.34 1.29 1.17 1.49 6.50
(X-X) (0.09) 0.04 (0.01) (0.13) 0.19 (0.00)
(X-E)2 0.0081 0.0016 0.0001 0.0169 0.0361 0.0628
X 6.50
Mean (X = — = — = 1.30
(%) 2~ 2=
Y (x—X)2 0.0628
S.D.(6) = _— = = v0.0157 = 0.13
n—-1 5-1
1) 0.13
C.vV. = E x 100% = 0 x 100% = 9.64%




Total interest earned to total outside assets ratio

NIBL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12
Total interest earned 437.32 444,56 399.63 469.74 493.60
Total outside assets 3761.2 4562.05 4898.31 5675.99 7051.18 Total
Ratios (X) 11.63 9.74 8.16 8.28 7.00 44.81
(X-X) 2.67 0.78 (0.80) (0.68) (1.96) 0.00
(X-E)2 7.1182 0.6053 0.6432 0.4651 3.8494 12.6813
M _ Z X 44.81 896
ean (x = - = — = 8.
(*x) n 5
Y(x—X)2 12.6813
S.D.(6) = —_— = — =+v3.1703 = 1.78
n—-1 5-1
1) 1.78
C.V. = —x100% = p x 100% = 19.87%
X
NABIL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12
Total interest earned 267.44 385.02 443.82 520.17 657.25
Total outside assets 2530.29 3907.48 5606.35 6562.44 8419.78 Total
Ratios (X) 10.57 9.85 7.92 7.93 7.81 44.08
(X-X) 1.75 1.03 (0.90) (0.89) (1.01) (0.00)
(X-E)2 3.0765 1.0692 0.8028 0.7850 1.0120 6.7455
M _ Z X 44.08 282
ean (x = - = — = 8.
(*x) n 5
Y(x—X)2 6.7455
S.D.(6) = _— = — =+1.6864 = 1.30
n—-1 5-1
1) 1.30
C.V. = —x100% =
X

> x 100% = 14.73%




Return on loan and advance ratio

NIBL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12
Net profit 50.07 12.51 40.85 48.75 60.85
Loan and advance 3559.41 4188.41 4299.25 4468.72 5143.66 Total
Ratios (X) 1.41 0.30 0.95 1.09 1.18 4.93
(X-X) 0.42 (0.69) (0.04) 0.10 0.19 -
(X-f)2 0.1798 0.4706 0.0013 0.0108 0.0376 0.7001
M _ 2 X 493 0.99
ean (x = - = — = 0.
(x) - -
Y(x—X)2 0.7001
S.D.(6) = _— = =+/.1750 = 0.42
n—-1 5-1
o) 0.42
C.v. = E x 100% = 5 x 100% = 42.43%
NABIL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12
Net profit 41.27 69.7 85.33 94.18 143.57
Loan and advance 2270.18 3005.76 3948.48 4908.46 5884.12 Total
Ratios (X) 1.82 2.32 2.16 1.92 2.44 10.66
(X-X) (0.31) 0.19 0.03 (0.22) 0.31 0.00
(X-f)2 0.0973 0.0353 0.0008 0.0449 0.0949 0.2733
M _ 2 X 10.66 513
ean (x = - = _— = 2.
(x) " -
Y(x—X)2 0.2733
S.D.(6) = _— = = +0.0683 = 0.26
n—-1 5-1
1) 0.26
C.v. = E x 100% = 3 x 100% =12.26%




Total interest earned to total working fund ratio

NIBL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12
Total interest earned 437.32 444 56 399.63 469.74 493.60
Total working fund 5106.57 7284.79 7021.14 7566.33 8440.40 Total
Ratios (X) 8.56 6.10 5.69 6.21 5.85 3241
(X-X) 2.08 (0.38) (0.79) (0.27) (0.63) (0.00)
(X-E)2 4.3181 0.1459 0.6273 0.0740 0.3994 5.5647
X 32.41
Mean (x) = Z - = Z — = 6.48
n 5
Y(x-X)? 5.5647
S.D.(6) = _— = = =+1.3912 = 1.18
1)
C.V. = ; x 100% = x 100% =18.20%
NABIL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12
Total interest earned 267.44 385.02 443.82 520.17 657.25
Total working fund 3411.7 5202.58 6607.18 8052.21 9608.57 Total
Ratios (X) 7.84 7.40 6.72 6.46 6.84 35.26
(X-X) 0.79 0.35 (0.33) (0.59) (0.21) (0.00)
(X-E)2 0.6209 0.1211 0.1102 0.3505 0.0449 1.2477
M _ Z X 35.26 205
ean (x = — = — = 7.
(*x) n 5
Y(x—X)2 1.2477
S.D.(6) = _— = — =+0.3119 = 0.56
n—-1 5-1
o) 0.56
C.V. = ; x 100% = = x 100% =7.92%




Total interest paid to total working fund ratio

NIBL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12
Total interest paid 281.66 271.8 288.58 291.82 255.92
Total working fund 5106.57 7284.79 7021.14 7566.33 8440.40 Total
Ratios (X) 5.52 3.73 4.11 3.86 3.03 20.25
(X-X) 1.47 (0.32) 0.06 (0.19) (1.02) -
(X-E)2 2.1609 0.1024 0.0036 0.0361 1.0404 3.3434
M _ Z X 20.25 .05
ean (x = - = — = 4.
%) n 5
Y(x—X)2 3.3434.
S.D.(6) = _— = —— =+/0.8359 = 0.91
n-—1 5-1
o) 0.91
C.V. = E x 100% = - x 100% =22.57%
NABIL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12
Total interest paid 177.89 236.14 257.05 307.64 316.37
Total working fund 3411.7 5202.58 6607.18 8052.21 9608.57 Total
Ratios (X) 5.21 4.54 3.89 3.82 3.29 20.75
(X-X) 1.06 0.39 (0.26) (0.33) (0.86) (0.00)
(X-E)2 1.1236 0.1521 0.0676 0.1089 0.7396 2.1918
M _ Z X 20.75 415
ean (x = — = — = 4.
%) n 5
Y (x—X)2 2.1918
S.D.(6) = _— = — =+0.548 = 0.74
n-1 5-1
o) 0.74
C.V. = E x 100% = - x 100% = 17.84%




Credit risk ratio

NIBL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12
Loan and advance 3559.41 4188.41 4299.25 4468.72 5143.66
Total assets 5106.57 7284.79 7021.14 7566.33 8440.40 Total
Ratios (X) 69.70 57.50 61.23 59.06 60.94 308.43
(X-X) 8.01 (4.19) (0.46) (2.63) (0.75) -
(X-E)2 64.2242 17.5226 0.2079 6.8959 0.5565 89.4071
X 308.43
Mean (¥) = ). — = ), = 61.69
n 5
Y(x—X)?2 89.4071
S.D.(6) = _— = —— =+/22.3518 = 4.73
n—-1 5-1
o) 4.73
C.V. = —x100% = x 100% =7.66%
X 61.69
NABIL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12
Loan and advance 2270.18 3005.76 3948.48 4908.46 5884.12
Total assets 3411.7 5202.58 6607.18 8052.21 9608.57 Total
Ratios (X) 66.54 57.77 59.76 60.96 61.24 306.27
(X-X) 5.29 (3.48) (1.49) (0.29) (0.01) 0.00
(X-E)2 27.9418 12.1383 2.2320 0.0864 0.0002 42.3987
X 306.27
Mean (¥) = . — = ), = 61.25
n 5
Y(x—X)2 42.3987
S.D.(6) = _— = —— =+/10.5997 = 3.26
n—-1 5-1
o) 3.26
C.v. = E x 100% = - x 100% =5.23%




Capital risk ratio

NIBL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12
Share capital 119.95 143.94 424.89 425.16 426.87
Risk weight assets 3559.41 4188.41 4299.25 4468.72 5143.66 Total
Ratios (X) 3.37 3.44 9.88 9.51 8.30 34.50
(X-X) (3.53) (3.46) 2.98 2.61 1.40 -
(X-f)2 12.4609 11.9716 8.8804 6.8121 1.9600 42.0850
M () Z X 34.50 £.90
ean (X = — = — = 6.
n 5
Y(x—X)2 42.085
S.D.(8) = _— = = v10.5213 = 3.24
n-—1 5-1
o) 3.24
C.v. = —x100% = 0 x 100% =47.01%
X
NABIL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12
Share capital 118.42 220.86 259.32 315.00 315.00
Risk weight assets 2270.18 3005.76 3948.48 4908.46 5884.12 Total
Ratios (X) 5.22 7.35 6.57 6.42 5.35 30.91
(X-X) (0.96) 1.17 0.39 0.24 (0.83) (0.00)
(X-f)2 0.9254 1.3642 0.1505 0.0566 0.6922 3.1891
M () Z X 30.91 618
ean (X = — = — = 6.
n 5
Y(x—X)2 3.1819
S.D.(6) = _— = = +v0.7973 = 0.89
n-1 5-1
o) 0.89
C.v. = E x 100% = 3 x 100% =14.44%




Appendix — B: Calculation of Growth Rate

Calculation of Growth Rate of Total Deposit

for NIBL

Calculation of Growth Rate of Total Deposit

for NABIL

Dy, = total deposit in the nth ye

D, = total deposit in the initial year.
g = growth rate

n=5

Now, we have

Dn =D, (1+g)"

or, Door10 = Dosjos (1+0)™

or, 7198.321 = 4535.73 (1)
or, (1+gf = 7198.321/4535.75
or, 1+g = (1.58%*

or, 1+g =1.1223

or,g =1.1223-1

or, g =0.1223 x 100%

O g =12.23%

D, = total deposit in the nth ye

D, = total deposit in the initial year.
g = growth rate

n=5

Now, we have

Dn =D, (1+gf"*

or, Dogr10 = Dosjos (1+g)™
or,8063.9  =3057.42(1+%)
or,(1+gf  =8063.9/3057.42
or, 1+g = (2.637*

or, 1+g =1.2743

or,g =1.2743-1

or, g = 0.2743 x 100%
O g = 27.43%

Calculation of Growth Rate of Investment

Calculation of Growth Rate of Investment

for NIBL

for NABIL

D, = total investment in the nth y¢

D, = total investment in the initial year.
g = growth rate

n=>5

Now, we have

Dn =Dy (1+gf"™

or, Dog/10 = Dosios (1+9)*
or, 1907.52 =201.79 (1+%)
or, (1+gf =1907.52/201.79
or, 1+g = (9.453)*

or, 1+g =1.7534

or, g =1.7534 - 1

or, g = 0.7534 x 100%
O g = 75.34%

D, = total investment in the nth ye

D, = total investment in the initial year.
g = growth rate

n=>5

Now, we have

Dn =Dy (1+gf"™

or, Doas10 = Dosios (1+9)™*

or, 2535.66 = 260.11(1+Y)

or, (1+gf = 2535.66/260.11.42
or, 1+g = (9.748)"

or, 1+g =1.7669

or, g =1.7669 - 1

or, g = 0.7669 x 100%

0 g = 76.69%




Calculation of Growth Rate of Loan and
Advance for NIBL

Calculation of Growth Rate of Loan and
Advance for NABIL

D, = total loan and advance in the nth\

D, = total loan and advance in the initial yea
g = growth rate

n=>5

Now, we have

Dn =D, (1+gf"™*

or, Doario = Dosjos (1+g)"
or,5143.66 = 3559.41 (1)
or,(1+gf  =5143.66/3559.41
or, 1+g = (1.445)*

or, 1+g = 1.0964

or,g =1.0964 -1

or, g =0.0964 x 100%
O g = 9.64%

D, = total loan and advance in the nth
r.D, = total loan and advance in the initial year.
g = growth rate
n=>5

Now, we have

Dn =D (1+g’]_1

or, Dog/10 = Dosjos (1+9)*

or, 5884.12 = 2270.18(1+9)
or, (1+gf = 5884.12/2270.18
or, 1+g = (2.591)*

or, 1+g = 1.2688

or,g =1.2688 -1

or, g = 0.2688 x 100%
O g = 26.88%

Calculation of Growth Rate of Net Profit for
NIBL

Calculation of Growth Rate of Net Profit for
NABIL

Dy, = total net profit in the nth ye

D, = total net profit in the initial year.
g = growth rate

n=5

Now, we have

Dn =D, (1+g)"

or, Door10 = Dos/os (1+0)™
or, 14357  =41.27 (1+9}

or, (1+gf = 143.57/41.27
or, 1+g = (3.478"

or, 1+g = 1.3656

or, g =1.3656 - 1

or, g = 0.3656 x 100%
O g = 36.56%

Dy, = total net profit in the nth ye

D, = total net profit in the initial year.
g = growth rate

n=5

Now, we have

Dn =Dy (1+gf"™*

or, Dog10 = Dosjos (1+g)™
or, 60.85 = 50.07(1+5}

or, (1+gf = 60.85/50.07

or, 1+g = (1.218)*

or, 1+g = 1.0499

or,g =1.0499-1
or,g = 0.0499 x 100%
O g = 4.99%




Appendix —C: Calculation of Correlations and Testirg of Hypothesis

For Table 4.22

NIBL BANK
Rs. in million

Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12 Total
Investment (X) 201.79 373.63 599.06 1207.28 1907.52 4289.28
Deposit (Y) 4535.73 6612.29 5572.47 6522.82 7198.32 30441.63
X 40719.2041 | 139599.3769 | 358872.8836 | 1457524.998 | 3638632.55 | 5635349.013
Y? 20572846.63 | 43722379.04 | 31052421.9 | 42547180.75 | 51815810.82 | 189710639.2
XY 915264.9567 | 2470549.913 | 3338243.878 | 7874870.13 | 13730939.37 | 28329868.24

_ nYXy-YXxYY _
p= N 2 2 2 2
n Y x2-(3X)2yYn Ry2-(3Y)
5 X 28329868.24 — 4289.28 X 30441.63 —0.758

V5 X 5635349.013— 4289.282 V5 X 189710639.2— 30441.632

Null Hypothesis (H,) : p = 0 i.e. variables are not correlated.
Alternative Hypothesis (H,) : p # 0 i.e. variables are correlated.

Test Statistics:c&:ﬁ X Vn—-2 = % x V5 —2 =201

Level of Significance: 5%

Degree of Freedom: n-2 = 5-2 =3

Critical Value: tap @s9%, 3¢.= 3.82

Decision: Since calculated value of t is smallentkabulated value of t. Thus null
hypothesis is accepted. That is variables are veleded

NABIL BANK
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12 Total
Investment (X) 260.11 901.72 1657.87 1653.98 2535.66 7009.34
Deposit (Y) 3057.42 4574.51 5466.61 6694.96 8063.9 27857.4
XZ 67657.2121 813098.9584 2748532.937 2735649.84 6429571.636 12794510.58
YZ 9347817.056 20926141.74 29883824.89 44822489.4 65026483.21 170006756.3
XY 795265.5162 4124927.157 9062928.721 11073329.94 20447308.67 45503760.01
_ nYXY—-YXxYy
p —
Yn X X2-(EX)?n Tr2-(T1)?
5 X 45503760.01 — 7009.34 X 27857.4
=0.973

a V5 X 12794510.68— 7009.342 /5 X 170006756.3— 27857.42

Null Hypothesis (Hy) : p = O i.e. variables are not correlated.
Alternative Hypothesis (H,) : p # O i.e. variables are correlated.

Test Statistics:@zﬁ X Vn—2 = J% x V5 —2 =7.03

Level of Significance: 5%

Degree of Freedom: n-2 = 5-2 =3

Critical Value: tap @s9%, 3¢.1= 3.82

Decision: Since calculated value of t is greatanthiabulated value of t. Thus null
hypothesis is rejected. That is variables are taied.



For Table 4.23

For NIBL
Rs. in million

Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12 Total
Deposit (X) 4535.73 6612.29 5572.47 6522.82 7198.32 30441.63
Loan (Y) 3559.41 4188.41 4299.25 4468.72 5143.66 21659.45
X 20572846.63 | 43722379.04 31052421.9 | 42547180.75 | 51815810.82 | 189710639.2
Y? 12669399.55 | 17542778.33 | 18483550.56 | 19969458.44 26457238.2 | 95122425.07
XY 16144522.72 | 2769498156 | 23957441.65 | 29148656.19 | 37025710.65 | 133971312.8

p

a V5 X 189710639.2— 30441.632% V/5 X 95122425.07— 21659.452

Null Hypothesis (Hy) : p = 0 i.e. variables are not correlated.

nYXy-YXxYvY

R LX-GX? fn S Y)?

5X133971312.8 — 30441.63 X 21659.45

=0.883

Alternative Hypothesis (H,) : p # 0 i.e. variables are correlated.

Test Statistics t.y = ﬁ xVn—2 =

Level of Significance 5%
Degree of Freedomn-2 = 5-2 =3
Critical Value: tap @59, 3¢.6= 3.82

Decision Since calculated value of t is smaller than tatad value of t. Thus null

0.883

v1-0.8832

X

hypothesis is accepted. That is variables are ueleded.

5—2 =3.26

For NABIL
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12 Total
Deposit (X) 3057.42 4574.51 5466.61 6694.96 8063.9 27857.4
Loan (Y) 2270.18 3005.76 3948.48 4908.46 5884.12 20017
X? 9347817.056 | 20926141.74 | 29883824.89 | 44822489.4 | 65026483.21 | 170006756.3
Y? 5153717.232 | 9034593.178 | 15590494.31 | 24092979.57 | 34622868.17 | 88494652.47
XY 6940893.736 | 13749879.18 | 21584800.25 | 32861943.36 | 4744895527 | 122586471.8
_ nyXy-YxxyYy
p —
Vn ZXx2-(ZX)2n Ly2-(Z1)?
5 X 122586471.8 — 27857.4 X 20017
=0.995

a V5 X 170006756.3— 27857.42 V5 X 88494652.47— 200172

Null Hypothesis (Hy) : p = 0 i.e. variables are not correlated.
Alternative Hypothesis (H,) : p # O i.e. variables are correlated.

Test Statistics tca|=\/% X Vn—2 = \/% x V5 —2 =17.25

Level of Significance 5%

Degree of Freedomn-2 = 5-2 =3

Critical Value: tap @59, 30.f= 3.82

Decision Since calculated value of t is greater than tated value of t. Thus null
hypothesis is rejected. That is variables are @igd.



For Table 4.24

For NIBL
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12 Total
Outside Assets (X) 3761.2 4562.05 4898.31 5675.99 7051.18 25948.73
Net Profit (Y) 50.07 12.51 40.85 48.75 60.85 213.03
X 14146625.44 | 20812300.2 | 23993440.86 | 32216862.48 | 49719139.39 | 140888368.4
Y? 2507.0049 156.5001 1668.7225 2376.5625 3702.7225 | 10411.5125
XY 188323.284 | 57071.2455 | 200095.9635 | 276704.5125 | 429064.303 | 1151259.309
_ nYXY-YXxYy
p= 2 2 2 2
Vn 3 x2-EX)2n T¥2-(TY)
5% 1151259.309 — 25948.73 x 213.03 —0.501

a V5 X 140888368.4— 25948.732 V5 X 10411.5125— 213.032

Null Hypothesis (Hy) : p = 0 i.e. variables are not correlated.
Alternative Hypothesis (H,) : p # O i.e. variables are correlated.

Test Statistics tca.:ﬁ xVn=2 = % x V5 =2 =1.003

Level of Significance 5%

Degree of Freedomn-2 = 5-2 =3

Critical Value: tiap @59, 34.6= 3.82

Decision Since calculated value of t is smaller than tatad value of t. Thus null
hypothesis is accepted. That is variables are veleded.

For NABIL
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12 Total
Outside Assets (X) 2530.29 3907.48 5606.35 6562.44 8419.78 27026.34
Net Profit (Y) 41.27 69.7 85.33 94.18 143.57 434.05
X* 6402367.484 | 15268399.95 | 31431160.32 | 43065618.75 | 70892695.25 | 167060241.8
Y?© 1703.2129 4858.09 7281.2089 8869.8724 | 20612.3449 | 43324.7291
XY 104425.0683 | 272351.356 | 478389.8455 | 618050.5992 | 1208827.815 | 2682044.684
_ nYXY-YXxYY
p= 2 2 2 2
Yn Tx2-(2x)%{n X v2-(3Y)
5X2682044.684 — 27026.34 X 434.05 ~0.976

_\/5 X 167060241.8— 27026.342 /5 X 43324.7291— 434.052

Null Hypothesis (Hy) : p = 0 i.e. variables are not correlated.
Alternative Hypothesis (H,) : p # 0 i.e. variables are correlated.

Test Statistics t., = \/% X Vn—2 =
Level of Significance 5%

Degree of Freedomn-2 = 5-2 =3
Critical Value: tap @59, 3¢.f= 3.82

Decision Since calculated value of t is greater than tated value of t. Thus null

0.976

V1-0.9762

hypothesis is rejected. That is variables are @tgd.

X V5—-2 =776



For Table 4.25

For NIBL
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12 Total
Loan (X) 3559.41 4188.41 4299.25 4468.72 5143.66 21659.45
Net Profit (Y) 50.07 12.51 40.85 48.75 60.85 213.03
X* 12669399.55 | 17542778.33 | 18483550.56 | 19969458.44 | 26457238.2 | 95122425.07
Y? 2507.0049 156.5001 1668.7225 2376.5625 3702.7225 | 10411.5125
XY 178219.6587 | 52397.0091 | 175624.3625 217850.1 | 312991.711 | 937082.8413
_ nYXY-YXxXYY
p= N 2 2 2 2
nYx2-(x)2Yn Lr2-(TY)
5X937082.8413 —21659.45 X 213.03 —0.343

5% 95122425.07— 21659.452 /5 x 10411.5125— 213.032

Null Hypothesis (Hy) : p = 0 i.e. variables are not correlated.
Alternative Hypothesis (H,) : p # O i.e. variables are correlated.

Test Statistics tca.:ﬁ xVn=2 = % x V5 —2 = 0.6325

Level of Significance 5%

Degree of Freedomn-2 = 5-2 =3
Critical Value: tap @59, 34.f= 3.82

Decision Since calculated value of t is smaller than tatad value of t. Thus null

hypothesis is accepted. That is variables are ueleded.

For NABIL
Rs. in million
Fiscal Year 2007/08 2008/09 2009/10 2010/11 2011/12 Total

Loan (X) 2270.18 3005.76 3948.48 4908.46 5884.12 20017
Net Profit (Y) 41.27 69.7 85.33 94.18 143.57 434,05
X? 5153717.232 | 9034593.178 | 15590494.31 | 24092979.57 | 34622868.17 | 88494652.47
Y? 1703.2129 4858.09 7281.2089 8869.8724 | 206123449 | 43324.7291
XY 93690.3286 | 209501.472 | 336923.7984 | 462278.7628 | 844783.1084 1947177.47

nYXy-YXxYvY

p

- Jn 2Xx2-(EX)2n TY2-(TY)?

5X1947177.47 — 20017 X 434.05

a V5 X 88494652.47— 200172 V5 X 43324.7291— 434.052

=0.964

Null Hypothesis (Hy) : p = 0 i.e. variables are not correlated.
Alternative Hypothesis (H,) : p # 0 i.e. variables are correlated.

. T — - 0.964 5 _
Test Statistics tca|——m X Vn — 2 oot X V5 -2 =6.28

Level of Significance 5%

Degree of Freedomn-2 = 5-2 =3

Critical Value: tap @s9%, 34.f= 3.82

Decision Since calculated value of t is greater than taed value of t. Thus null
hypothesis is rejected. That is variables are taied.



Appendix -D

(i) Calculation of the Trend of Total Deposit of NBL Bank

(Rs. in Millions)
Year (X) | Total Deposit X= X2 XY Y = a+ bx
(Y) (X-2009/10)
2007/08 4535.73 -2 4 -9071.46 5041.184
2008/09 6612.29 -1 1 -6612.29 5564.755
2009/10 5572.47 0 0 0 6088.326
2010/11 6522.82 1 1 6522.82 6611.897
2011/12 7198.32 2 4 14396.64 7135.468
Total | >Y=30441.63 Y X=0 X*10 | ¥XY=5235.71

Calculation of a, b value
We know,
The straight line trend is given by the followirggmula:

Y=a+Dbx........ ()
Where,

Y = Values of total deposit

a=

Total deposit

b= Rate of change of total deposit

X =

Year
a ___Zy
n

b 2

X2

30441.63
a=———

5

a =6088.326

5235.71

b=

10

b =523.571,

Put the value of a and b in equation (i)
If x =2012/13
Then, y = 6088.326+523.571x3

= 7659.039

Similarly,

If X =2013/14
Then, Y = 6088.326+523.571x4

=8182.61



(i) Calculation of the Trend of Total Deposits ofNABIL Bank

(Rs. in Millions)
Year (X) | Total Deposit X= X? XY Y = a+ bx
(Y) (X-2009/10)

2007/08 3057.43 -2 4 -6114.86 3144.804
2008/09 457451 -1 1 -4574.51 4358.143
2009/10 5466.61 0 0 0 5571.482
2010/11 6694.96 1 1 6694.96 6784.821
2011/12 8063.9 2 4 16127.8 7998.16

Total | YY=27857.41 2 X=0 YX#10 | YXY=12133.39| 9211.499
Calculation of a, b value
We know,

The straight line trend is given by the followirggrhula:

Y = Values of total deposit
a = Total deposit
b= Rate of change of total deposit
X =Year
QDY
n
27857.41
q=2S220"
5
a=5571.482
12133.39
10
b =1213.339,
Put the value of a and b in equation (i)
If x = 2005/2006
Then, y = 5571.482+1213.339%3
=9211.499
Similarly,
If X =2006/2007
Then, Y =5571.482+1213.339%4
=10424.84

b=
X

b=



(iif) Calculation of Total Investment Trend of NIBL Bank
(Rs. in Millions)
Year (X) Total X= X? XY Y = a+ bx
Investment (X-2009/10)

(Y)
2007/08 201.79 -2 4 -403.58 8.834
2008/09 373.63 -1 1 -373.63 433.345
2009/10 599.06 0 0 0 857.856
2010/11 1207.28 1 1 1207.28| 1282.367
2011/12 1907.52 2 4 3815.04] 1706.878
Total >'Y=4289.2¢ YX=0 | ¥X*10| YXY=4245.1: 2131.389
Calculation of a, b value
We know,
The straight line trend is given by the followirggrhula:

Y=a+Dbx........ ()

Where,

Y = Values of total Investment

a = Total Investment

b= Rate of change of total Investment
X =Year

a ___Zy
n
4289.28

a=

5
a=857.858
4245.11
10
b =424.51,

b=

Y

X2

Put the value of a and b in equation (i)
If x =2012/13
Then, y = 857.858+424.51x3

=2131.389

Similarly,

If X =2013/14
Then, Y = 857.858+424.51x4

= 2555.90



(iv) Calculation of Total Investment Trend of NABIL Bank

(Rs. in Millions)
Year (X) Total X= X? XY Y = a+ bx
Investment | (X-2009/10)
()
2007/08 260.11 -2 4 -520.22 341.196
2008/09 901.72 -1 1 -901.72 871.532
2009/10 1657.87 0 0 0 1401.868
2010/11 1653.98 1 1 1653.98| 1932.204
2011/12 2535.66 2 4 5071.32 2462.54
Total >'Y=7009.3: YX=0 | ¥X*10| YXY=5303.3¢ 2992.876
Calculation of a, b value
We know,

The straight line trend is given by the followirggrula:

Y = Values of total Investment
a = Total Investment

b= Rate of change of total Investment

X = Year
a -2y b=z—X¥
n 2X
7009.34
a =
5
a=1401.868
5303.36
10
b = 530.336,
Put the value of a and b in equation (i)
If x =2012/13
Then, y = 1401.868+530.336x3
=2992.876
Similarly,
If X =2013/14
Then, Y = 1401.868+530.336%4
= 3523.212

b=



(v) Calculation of Loan and Advance Trend of NIBL Bank

(Rs. in Millions)

Year (X) | Total Loan X= X? XY Y = a+ bx

and Advance| (X-2009/10)

Y)

2007/08 3559.41 -2 4 -7118.82| 3642.128
2008/09 4188.41 -1 1 -4188.41| 3987.009
2009/10 4299.2% 0 0 0 4331.89
2010/11 4468.72 1 1 4468.72| 4676.771
2011/12 5143.66 2 4 10287.32] 5021.652
Total >Y¥=21659.4! YX=0 | ¥X?710| YXY=3448.8: 5366.533
Calculation of a, b value
We know,

The straight line trend is given by the followirggrula:

Y = Values of Loan and Advance
a = Total Loan and Advance

b= Rate of change of Loan and Advance

X = Year
a -2y b=z—X¥
n 2X
21659.45
q =227
5
a=4331.89
3448.81
10
b = 344.881,
Put the value of a and b in equation (i)
If x =2012/13
Then, y = 4331.89+344.881%3
=5366.533
Similarly,
If X =2013/14
Then, Y = 4331.89+344.881%4
=5711.414

b=



(vi) Calculation of Loan and Advance Trend of NABIL Bank

(Rs. in Millions)

Year (X) | Total Loan X= X? XY Y = a+ bx

and Advance| (X-2009/10)

Y)

2007/08 2270.18 -2 4 -4540.36| 2177.284
2008/09 3005.76 -1 1 -3005.76| 3090.342
2009/10 3948.48 0 0 0 4003.4
2010/11 4908.46¢ 1 1 4908.46] 4916.458
2011/12 5884.12 2 4 11768.24 5829.516
Total >Y=2001" YX=0 | ¥X?710| YXY=9130.5¢ 6742.574
Calculation of a, b value
We know,

The straight line trend is given by the followirggrula:

Y = Values of Loan and Advance
a = Total Loan and Advance

b= Rate of change of Loan and Advance

X = Year
a -2y b=z—X¥
n 2X
20017
a="
5
a =4003.40
9130.58
10
b =913.058,
Put the value of a and b in equation (i)
If x =2012/13
Then, y = 4003.40+913.058%3
=6742.574
Similarly,
If X =2013/14
Then, Y = 4003.40+913.058%4

= 7655.632

b=



(vii) Calculation of Net Profit Trend of NIBL Bank

(Rs. in Millions)

Year (X) | Net Profit (Y) X= X? XY Y = a+ bx

(X-2009/10)
2007/08 50.07 -2 4 -100.14 31.046
2008/09 12.51 -1 1 -12.51 36.826
2009/10 40.85 0 0 0 42.606
2010/11 48.75 1 1 48.75 48.386
2011/12 60.85 2 4 121.7 54.166
Total >Y=213.0: YX=0 | ¥X*710 Y XY=57.€ 59.946
Calculation of a, b value
We know,

The straight line trend is given by the followirggrhula:

Where,
Y = Values of Net Profit
a = Total Net Profit
b= Rate of change of Net Profit
X =Year
a -2y b=z—X¥
n 2X
213.03
a =
5
a=42.606
b =578
1C
b=5.78,
Put the value of a and b in equation (i)
If x =2012/13
Then, y =42.606+5.78%3
=59.946
Similarly,
If X =2013/14
Then, Y = 42.606+5.78x4
=65.726




(viii) Calculation of Net Profit Trend of NABIL Ban k

(Rs. in Millions)

Year (X) | Net Profit (Y) X= X? XY Y = a+ bx

(X-2009/10)
2007/08 41.27 -2 4 -82.54 40.994
2008/09 69.7 -1 1 -69.7 63.902
2009/10 85.33 0 0 0 86.81
2010/11 94.18 1 1 94.18 109.718
2011/12 143.57 2 4 287.14 132.626
Total >'Y=434.0¢ YX=0 | ¥X10| Y XY=229.0¢ 155.534
Calculation of a, b value
We know,

The straight line trend is given by the followirggrhula:

Where,
Y = Values of Net Profit
a = Total Net Profit
b= Rate of change of Net Profit
X =Year
a =§ b=z—X¥
n 2X
434.05
Q=2
5
a=386.81
229.08
10
b =22.908,
Put the value of a and b in equation (i)
If x =2012/13
Then, y = 86.81+22.908x3
= 155.534
Similarly,”
If X =2013/14
Then, Y = 86.81+22.908%x4
=178.442

b=




