A COMPARATIVE STUDY OF FINANCIAL PERFORMANCE
OF NEPAL INVESTMENT BANK LTD. & STANDARD
CHARTERED BANK NEPAL LTD.

By
TRIPTI GURUNG
Shanker Dev Campus
T.U. Regd. No. : 7-2-303-16-2000
Campus Roll No. : 1809/062

A Thesis Submitted to:
Office of the Dean
Faculty of Management
Tribhuvan University

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

Kathmandu, Nepal
December, 2009



RECOMMENDATION
Thisisto certify that the Thesis

Submitted by:
TRIPTI GURUNG

Entitled:

A COMPARATIVE STUDY OF FINANCIAL PERFORMANCE
OF NEPAL INVESTMENT BANK LTD. & STANDARD
CHARTERED BANK NEPAL LTD.

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

Faculty of Management. This thesisis forwarded for examination.

Dr. Shilu Manandhar, Bajracharya Prof. Bishweshor Man Shrestha  Prof. Dr. Kamal Deep Dhakal
(Thesis Supervisor) (Head of Research Department) (Campus Chief)

Laxman Raj Kandel

(Thesis Supervisor)



VIVA-VOCE SHEET

We have conducted the viva—voce of the thesis presented

by
TRIPTI GURUNG

Entitled:

A COMPARATIVE STUDY OF FINANCIAL PERFORMANCE
OF NEPAL INVESTMENT BANK LTD. & STANDARD
CHARTERED BANK NEPAL LTD.

And found the thesis to be the original work of the student and written
according to the prescribed format. We recommend the thesis to
be accepted as partial fulfillment of the requirement for the

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

Viva-Voce Committee

Head, Research Department L,

Member (ThesiSSUpervisor) e,

Member (ThesisSupervisor) e

Member (External Expert)



DECLARATION

| hereby declare that the work reported in this thesis entitled “A COMPARATIVE
STUDY OF FINANCIAL PERFORMANCE OF NEPAL INVESTMENT BANK
LTD. & STANDARD CHARTERED BANK NEPAL LTD.” submitted to Office
of the Dean, Faculty of Management, Tribhuvan University, is my origina work done
in the form of partial fulfillment of the requirement for the Master’s Degree in
Business Study (M.B.S.) under the supervision of Dr. Shilu Manandhar,

Bajracharyaand Laxman Raj Kandel of Shanker Dev Campus.

TRIPTI GURUNG
Resear cher
T.U. Regd. No. : 7-2-303-16-2000
CampusRoll No. : 1809/062



ACKNOWLEDGEMENT

| would like to express my deep gratitude towards reverend supervisors Dr. Shilu
Manandhar, Bajracharya and Laxman Ra Kandel who provided me valuable
guidelines, insightful comments, encouragement and generous treatment to
complete this thesis. It would not have been possible for me to complete this
research work without their unflagging supervision, trenchant advice and

direction. Therefore, | owe great debt of gratitude to them.

| want to express my deep gratitude to my father and mother Mr. Gam Bahadur
Gurung and Mrs. Sanyogita Gurung who supported me financially. Brother
Prakash Dhakal and sister Sharmila Pargjuli, who provided me the logistic support
to prepare thisthesis.

| extend my heartly thanks to staff of the Library and Administration of Shanker
Dev Campus and Central Library of Tribhuvan University who provided me

required data to complete this work.

| would also like to express sincere gratitude to my sister Smriti Gurung, brother
Manish Gurung and to friends Babita Bhusal, Bandana Pathak, Tumla Pradhan,
Santosh Shahi , Anita Mandal who inspired me in many ways to cope with the

shortcoming of entire life of a student.

Thank you, Tripti Gurung
Researcher



TABLE OF CONTENTS

Acknowledgement
Table of Contents
List of Tables

List of Figures
Abbreviations

CHAPTER -1 INTRODUCTION
1.1 Background of the Study
1.1.1 Profile of the Selected Banks
1.2 Statement of the Problem
1.3 Objectives of the Study
1.4 Significance of the Study
1.5 Limitations of the Study
1.6 Organization of the Study

CHAPTER -1 REVIEW OF LITERATURE

2.1 Conceptual Review
2.1.1 Financia Performance Analysis

2.1.2 Objectives of Financial Performance Analysis
2.1.3 Types of Financial Performance Analysis

2.1.4 Methods of Financial Performance Analysis
2.1.5 Magjor Stepsin Financial Performance Analysis
2.1.6 Toolsand Techniques of Financial Analysis

2.1.6.1 Funds Flow Analysis
2.1.6.2 Cash Flow Analysis
2.1.6.3 Trend Analysis

Page No.

o o1 o A~ B~ N P

10
12
13
14
14
15
16
17



2.1.6.4 Ratio Analysis

2.2 Review of Journals and Articles

2.3 Review of Thesis

2.4 Research Gap

CHAPTER-1Il RESEARCH METHODOLOGY
3.1 Research Design
3.2 Population and Sample
3.3 Sources of Data and Collection Methods
3.4 Analytical Tools
3.4.1 Financial Tools
3.4.2 Statistical Tools

19
21

24
31

32
32
32
33
33
40

CHAPTER -1V DATA PRESENTATION AND ANALYSIS

4.1 Secondary Data Analysis
4.1.1 Liquidity Ratio
4.1.1.1 Current Ratio

4.1.1.2 Cash and Bank Balance to Total Deposit ratio
4.1.1.3 Cash and Bank Balance to Total Assets Ratio

4.1.1.4 Fixed Deposit to Total Deposit Ratio
4.1.1.5 Net Working Capital to Total Assets Ratio
4.1.2 Leverage Ratios
4.1.2.1 Debt to Total Capital Ratio
4.1.2.2 Debt-Equity Ratio
4.1.2.3 Capital Adequacy Ratio
4.1.3 Efficiency Ratios
4.1.3.1 Interest Expensesto Total Deposit Ratio
4.1.3.2 Loan and Advances to Total Deposit Ratio

42
42
43
45
47
48
50
52
52
53
55
57
57
59



4.1.3.3 Loan and Advances to Fixed Deposit Ratio 60

4.1.3.4 Loan and Advances to Total Assets Ratio 62
4.1.4 Profitability Ratios 64
4.1.4.1 Net Profit Margin 64
4.1.4.2 Return on Total Assets 65
4.1.4.3 Return on Equity 67
4.1.4.4 Return on Capital Employed 68
4.1.4.5 Return on Total Deposit 70
4.1.4.6 Interest Earned to Total Assets Ratio 72
4.1.4.7 Interest Paid to Interest Income Ratio 73
4.1.4.8 Earning Per Share 75
4.1.4.9 Dividend Per Share 76
4.1.4.10 Dividend Payout Ratio 78
4.2 Mgjor Findings of the Study 80

CHAPER-V SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 Summary 83
5.2 Conclusion 84
5.3 Recommendations 85
Bibliography

Appendix



LIST OF TABLES

Table No. Title Page No.
4.1 Current Ratio 43
4.2 Cash and Bank Balanceto Total Deposit Ratio

4.3 éE;sh and Bank Balance to Total Assets Ratio 47
4.4 Fixed Deposit to Total Deposit Ratio 49
4.5 Net Working Capital to Total Assets Ratio 50
4.6 Debt to Total Capital Ratio 52
4.7 Debt-Equity Ratio 94
4.8 Capital Adequacy Ratio 56
4.9 Interest Expenses to Total Deposit Ratio 57
4.10 Loan and Advancesto Total Deposit Ratio 59
411 L oan and Advances to Fixed Deposit Ratio 61
412 Loan and Advances to Total Assets Ratio 62
413 Net Profit Margin 64
414 Return on Total Assets 66
4.15 Return on Equity 67
4.16 Return on Capital Employed 69
4.17 Return on Total Deposit Ratio 71
4.18 Interest Earned to Total Assets Ratio 72
4.19 Interest Paid to Interest Income Ratio 74
4.20 Earning Per Share 75
4.21 Dividend Per Share 77

4.22 Dividend Payout Ratio 78



LIST OF FIGURES

Figure No. Title Page No.
4.1 Current Ratio 45
4.2 Cash and Bank Balanceto Total Deposit ratio

4.3 égsh and Bank Balance to Total Assets Ratio 48
4.4 Fixed Deposit to Total Deposit Ratio 50
4.5 Net Working Capital to Total Assets Ratio 51
4.6 Debt to Total Capital Ratio 53
4.7 Debt-Equity Ratio 55
4.8 Capital Adequacy Ratio 57
4.9 Interest Expenses to Total Deposit Ratio 58
4.10 Loan and Advances to Total Deposit Ratio 60
411 Loan and Advances to Fixed Deposit Ratio 62
4.12 Loan and Advancesto Total Assets Ratio 63
4.13 Net Profit Margin 65
4.14 Return on Total Assets 67
4.15 Return on Equity 68
4.16 Return on Capital Employed 70
417 Return on Total Deposit Ratio 72
4.18 Interest Earned to Total Assets Ratio 73
4.19 Interest Paid to Interest Income Ratio 75
4.20 Earning Per Share 76
4.21 Dividend Per Share 78

4.22 Dividend Payout Ratio 79



ABBREVIATIONS

ATMs : Automatic Teller Machine
B/S : Balance Sheet

BOK : Bank of Kathmandu
C.V. : Coefficient of Variation
CA ) Current Assets

CAR : Capital Adequacy Ratio
CBB : Cash and Bank Balance
CE : Capita Employed

CE : Employed

CL : Current Liabilities

CR : Current Ratio

DP : Dividend Payout

DPR : Dividend Payout Ratio
DPS : Dividend per Share

EBL : Everest Bank Limited
EPS : Earning per Share

FD : Fixed Deposit

FY : Fiscal Year

HBL : Himalayan Bank Limited
IE : Interest Expenses

IED : Interest Expenses on Deposit
I ) Interest Income

LA : Loan and Advances

LTD : Long Term Debt

MPS : Market Price per Share

NABIL ) Nepal Arab Bank Ltd.



NBB : Nepal Bangladesh Bank

NIBL : Nepal Investment Bank Ltd.
NP : Net Profit

NPAT : Net Profit after Tax

NPL : Non Performing Loan

NRB : Nepal Rastra Bank

NWC : Networking Capital

P/IL AIC : Profit and Loss Accounts
QA : Quick Assets

QR : Quick Ratio

ROA ) Return on Assets

ROE : Return on Equity

S.D. : Standard Deviation

SC : Supplementary Capital
SCBNL : Standard Chartered Bank Nepal Ltd.
SE : Shareholder’s Equity

SHL : Soaltee Hotel Limited

TA : Total Assets

TD : Total Deposit

TI : Total Investment

TL : Total Loan



