Study on Financial Performance
Of

Some Listed Insurance Companies

A THESIS

Submitted by:

Miss. Sapana Rana Magar
Patan Multiple Campus
Campus Roll No.: 106/061

TU Regd no.: 7-1-258-99-97

Second Year Symbol No.: 1406/064

Submitted To:
Office of the Dean
Faculty of Management

Tribhuvan University
In Partial fulfillment of the requirement for the degree of

Masters of Business Studies (MBS)

Patan Multiple Campus, Patan Dhoka, Lalitpur

November 2010



Subject: RECOMMENDATION

This is to certify that the thesis
Submitted By:
Sapana Rana Magar
Entitled
Study on Financial Performance
of

Some Listed Insurance Companies

Has been approved by the Department in prescribed format of the Faculty of
Management. This thesis is forwarded for examination.

Mr. Baburam Singh Thapa Mr. Bishnu Gopal KhimbajaYuga
(Thesis Supervisor) Co-ordinator

(Faculty of Management)

Mrs. Krishna Badan Nakarmi

(Campus Chief)



Subject: VIVA VOCE SHEET

We have conducted the Viva Voce Examination of the thesis
Submitted By
Sapana Rana Magar

T.U. Registration No.- 7-1-258-99-97

Entitled
Study on Financial Performance
Of

Some Listed Insurance Companies

And found the thesis to be the original work of the student and written
according to the prescribed format. We recommend the thesis to be

accepted as partial fulfillment for the requirement for Masters Degree in
Business Studies (MBS).

VIVA VOCE Committee:

Chairperson, Research Committee:



DECLARATION

I hereby declare that the work reported in the thesis entitled, “Study on the
financial Performance of Some Listed Insurance Companies.”, submitted to
Patan Multiple Campus, Faculty of Management, Tribhuvan University, is my
original work done in the form of partial fulfilment of the requirement for
Master Degree in Business Studies (MBS) under the supervision of Mr.
Baburam Singh Thapa.

Sapana Rana Magar
Patan Multiple Campus
Roll No. : 106/061

T.U. Registration No.: 7-1-258-99-97

Email: sapa_rana@hotmail.com



ACKNOWLEDGEMENTS

“Knowledge is the power”, the proverb is true only when we apply the
knowledge in our practical life for better living and development. For this
purpose, theoretical knowledge assimilated with practical experience is very
important and this research study is also an attempt to put into practice all
those knowledge acquitted during the study of MBS level academic courses.

As this research study was conducted in partial fulfilment of requirement for
the degree of Master of Business Studies (MBS), it may lack some features
of professional research study but it is full of important elementary
information on Financial performance of Selected Four Insurance Companies
for five years (F/Y 2003/4 to 2007/8) which includes Himalayan General
Insurance Company, Premier Insurance Company, Everest Insurance
Company and Neco Insurance Company and standard research
methodology.

I wish to extend my deep sense of indebtedness to Mr. Baburam Singh
Thapa, my thesis supervisor, who provided me valuable guidance, insightful
comments and generous treatment to complete this thesis. This work has
not been come out in the present form without his inspiration, valuable
suggestions and guidelines. Similarly, | would like to express my thanks to
all my friends who inspired me to do some research study in this topic. | am
grateful to all those, whose ideas, work, cooperation and suggestions helped
me in completing this study.

Finally, I wish to extend my sincere gratitude to all the persons who helped
directly and indirectly in course of completion of this research study work

Thank You,
SAPANA RANA MAGAR
(Patan Multiple Campus)

Date: November, 2010



Table of Content

RECOMMENDATION
VIVA-VOCE SHEET
DECLERATION
ACKNOWDGEMENTS
TABLE OF CONTENTS
LIST OF FIGURES
LIST OF TABLES

ABBRIVIATIONS

Page No.
Chapter-1
INTRODUCTION
1.1 Background of the study 1
1.2 Profile of the sample Insurance Companies 4
1.3 Statement of the problem 5
1.4 Objectives of the Study 6
1.5 Significance of the Study 6
1.6 Limitation of the Study 7
1.7. Structure of the Study 7
Chapter-11
REVIEW OF THE LITERATURE
2.1 Concept of the Insurance 9

2.2 Historical Background of the Insurance

2.3 Types of Insurance 11



2.4 Issue of Insurance in Developing Countries
2.5 Insurance Development in Nepal

2.6 Review of related Thesis and Published Materials

Chapter-111
RESEARCH METHODOLOGY

3.1 Research Design
3.2 Population and Sample
3.3 Nature and Sources of Data

3.4 Methods of Data Analysis

Chapter- 1V
PRESENTATION AND ANALYSIS OF DATA

A. Analysis of Financial Performance
4.1 Analysis of Financial Performance
of Insurance Companies
4.1.1 Analysis Market Price per Share
4.1.2 Analysis of Dividend per Share
4.1.3 Analysis of Earning per Share
4.1.4 Analysis of Price Earnings Ratio
4.1.5 Analysis of Net Worth per Share
4.1.6 Analyses of Correlation
4.1.7 Assessment of Return to Investors
4.1.7.1 Analysis of Dividend Yield
4.1.7.2 Analysis of Capital Gain Yield
4.1.7.3 Analysis of Total Yield
4.1.8 Gross Premium Collection
4.1.9 Net Profit Trend
B. Findings of the Study

4.2 Performance Evaluation

15
16
20

23
23
23
24

32

32
32
34
35
37
39
a1
a1
42
43
a4
45
a7
a7
a7



Chapter- V
SUMMERY AND CONCLUSIONS

5.1 Summary
5.2 Conclusions

5.3 Recommendations

BIBLIOGRAPHY

50
52
53



LIST OF TABLES

Table No.

4.1

4.2

4.3

4.4

4.5

4.6

4.7

4.8

4.9

4.10

4.11

4.12

Market Price per Share of Insurance Companies
Dividend per Share of Insurance Companies
Earning Per Share of Insurance Companies

P/E Ratio of Insurance Companies

Net Worth per Share of Sampled Insurance Companies
Relationship between MPS & Financial Indicators
Relationship of MPS on EPS, DPS & NWPS
Dividend Yield of Sampled Insurance Companies
Capital Gain Yield of Insurance Companies

Total Yield of Insurance Companies

Calculation of Earned premium trend Equation
Calculation of Net Profit Trend Equation

Performance of Ranking Table

33

35

36

38

39

41

42

43

44

46

47

48



4.1

4.2

4.3

4.4

4.5

4.6

4.7

4.8

4.9

LIST OF FIGURES

MPS of Insurance Companies

DPS of Insurance Companies

EPS of Insurance Companies

Price Earnings Ratio of Insurance Companies
Net Worth per Share of Insurance Companies
Dividend Yield of Sampled Insurance Companies
Capital Gain Yield of Insurance companies

Total Yield per Share of Insurance Companies

Gross Premium Earned of Insurance Companies

34

35

37

39

40

43

44

45

47



IST OF APPENDIX

Appendix — |
Appendix — 11
Appendix — 11
Appendix — IV
Appendix - V
Appendix - VI
Appendix — VII
Appendix- VIII
Appendix- IX
Appendix- X
Appendix — XI
Appendix — XII
Appendix — XI11

Appendix- XIV
Appendix- XV
Appendix — XVI
Appendix- XVII
Appendix- XVIII
Appendix- XIX
Appendix- XX
Appendix- XXI
Appendix- XXI1

Appendix- XXI1I

Market price per Share of insurance companies

Net Profit and Number of Share of the Companies

Calculation of P/E ratio

Calculation of Net Worth per Share
Calculation of Dividend Yield per Share
Calculation of Regression Analysis
Calculation of DY, CGY, TY

Calculation of Net Profit Trend of HGICL
Calculation of Net Profit Trend of NIL
Calculation of Net Profit Trend of EICL
Calculation of Net Profit Trend of PICL
Correlation between MPS with EPS of HGIC
Correlation between MPS with NWPS of HGICL
Correlation between MPS with DPS of HGIC
Correlation between MPS with EPS of EIC
Correlation between MPS with NWPS of EICL
Correlation between MPS with DPS of EICL
Correlation between MPS with EPS of PICL
Correlation between MPS with NWPS of PICL
Correlation between MPS with DPS of PICL
Correlation between MPS with EPS of NIL
Correlation between MPS with NWPS of NIL

Correlation between MPS with DPS of NIL



ABBREVIATIONS

B.S.

CGY

Co.

Dec.

DPS

DY

e.g.

etc.

EPS

EICL

Govt.

HMG

HGICL

MPS

NIC

No.

P/E

PICL

Pvt.

Rs.

TY

Bikram Sambat

Capital Gain Yield

Company

December

Dividend per Share

Dividend Yield

Example

Excreta

Earning Per Share

Everest Insurance Co. Limited
Government

His Majesty Government
Himalayan General Insurance Co. Limited
Market Price per Share

Neco Insurance Limited
Number

Price/Earning

Premiere Insurance Co.(Nepal) Limited
Private

Rupees

Total Yield

And



