
A COMPARATIVE FINANCIAL PERFORMANCE
ANALYSIS OF KUMARI BANK LIMITED AND

EVEREST BANK LIMITED

By
Rabi Raj Pokharel

Post Graduate Campus Biratnagar
T.U. Regd. No. 7-2-3-1833-2002

A thesis 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 (M.B.S)

Biratnagar, Nepal
Feb, 2011



TRIBHUVAN UNIVERSITY
POST GRADUATE CAMPUS

Biratnagar, Nepal
Ref. No. Ph. No. 021-526327, 522204

RECOMMENDATION

This is to certify that the thesis

Submitted by

Rabi Raj Pokharel

Entitled
A COMPARATIVE FINANCIAL PERFORMANCE

ANALYSIS OF KUMARI BANK LIMITED AND EVEREST
BANK LIMITED

has been prepared as approved by this department in the prescribed format
of the Faculty of Management. This thesis is forwarded for examination.

Supervisor Head of Department
(Prof. Dr. Puspa Raj Sharma) (Prof. Dr. Khagendra Aacharya)

. .

Campus Chief
(Mr. Harihar Bhandari)

.
Date:   /    / 2067



TRIBHUVAN UNIVERSITY
POST GRADUATE CAMPUS

Biratnagar, Nepal
Ref. No. Ph. No. 021-526327, 522204

VIVA-VOCE SHEET

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

Rabi Raj Pokharel

entitled
A COMPARATIVE FINANCIAL PERFORMANCE

ANALYSIS OF KUMARI BANK LIMITED AND EVEREST BANK
LIMITED

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

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

Viva-voce Committee
Chairperson, Research Committee ………………………..…..

Member (Thesis Supervisor) ………………………..…..
(Prof. Dr. Puspa Raj Sharma)

Member (External Expert) ………………………..…..

Date:   /    / 2067



DECLARATION

I hereby declare that the outcome of this thesis entitled “A Comparative
Financial performance Analysis of Kumari Bank Limited and Everest Bank
Limited ” submitted to Office of Dean, Faculty of Management, Tribhuvan
University, is my original work done in the form of partial fulfillment of the
requirement for the Master of Business Studies (MBS) under the supervision and
guidance of Prof. Dr. Puspa Raj Sharma.

……………………..
Rabi Raj Pokharel

Researcher

Date: / / 2067



ACKNOWLEDGEMENT

As the partial fulfillment of the MBS degree, I have prepared this report. During the course, I
worked with sincerity, honesty and diligently, as far as possible. But beside my continual efforts,
I also got unforgettable support from different people and parties. I am extremely grateful and
overwhelmed by their support while completing my work.

I would like to express cordial gratitude to all my teachers, who taught me up to now. For this
dissertation, I would like to extend special thanks to my thesis supervisor Prof. Dr Puspa Raj
Sharma. Despite his busy schedule, he has made significant contribution for preparing this thesis.
The same credit also goes to Prof. Dr. Khagendra Aacharya, head of the Research Department,
Post Graduate Campus and my thanks goes to Campus Chief Mr. Harihar Bhandari. I am
extremely indebted by their efforts.

I would also like to express my gratitude to the staff member Gopal Prasad Ghimire  all other
members of Post Graduate Campus, especially, staffs from MBS department, libraries staffs as
well as all known and unknown people who supported as well as inspired me to complete this
thesis. My next thanks go to all the staffs of Kumari Bank Ltd & Everest Bank Ltd.

Thank you!

..……..................
Rabi Raj Pokharel

Biratnagar



TABLE OF CONTENTS

VIVA VOCE SHEET
RECOMENDATION
DECLEARATION
ACKNOWLEDGMENTS
TABLE OF CONTENTS
LIST OF TABLES
LIST OF FIGURES
ABBREVIATIONS

Page No.

CHAPTER –I

INTRODUCTION 1-13
1.1 Background of the Study 1
1.2 Focus of the Study 3

1.2.1 Brief Introduction of Banks under Study 5
(Everest Bank Ltd. and Kumari Bank Limited)
1.3 Statement of Problem 7
1.4 Objectives of the Study 9
1.5 Significance of Study 10
1.6 Limitations of the Study 12
1.7 Organization of the Study 13

CHAPTER –II

REVIEW OF LITERATURE
2.1Introduction 15
2.2 Conceptual Review of Commercial Bank 17
2.3 Function of Commercial Bank 19
2.4 Development of Commercial Bank 24
2.5 Need of Financial Statement                                                                        25
2.6 Components of Financial Performance                                                        27

2.6.1 Financial Statement 28
2.6.2 Financial Statement Analysis                                                                 30

2.7 Review of Related Literature 42
2.7.1 Review of Book 42
2.7.2 Review of Thesis work 45



CHAPTER –III
RESEARCH METHODOLOGY 48-72

3.1 Introduction:                                                                                                48
3.2 Research Design 48
3.3 Population and Sample 50
3.4 Nature and type of Data 50
3.5 Sources of Data                                                                                           50
3.6 Data Processing Procedure 51
3.7 Technique of Analysis 52
3.8 Analytical Tools 52

3.8.1 Statistical Tools 52
3.8.2 Financial Tools 56

3.9 Limitation of the Methodology 72

CHAPTER –IV
PRESENTATION AND ANALYSIS OF DATA 74-123
4.1 Introduction
4.2 Ratio Analysis: 74

4.2.1 Liquidity Ratio 75
4.2.2 Leverage Ratio or Capital Structure Ratio 81
4.2.3 Activity Ratios or Assets and Investment Management Ratio 86
4.2.4 Profitability Ratio 93
4.2.5 Capital Adequacy Ratio 101

4.3 Statistical Analysis: 104
4.3.1 Coefficient of Correlation Analysis: 104

4.3.1.1 Correlation between Total Deposits and
Loan and Advances 104

4.3.1.2 Correlation between Total Deposit and
Long-Term Investment 106

4.3.1.3 Correlation between Long-Term Investments
and Net Profit 108

4.3.1.4 Correlation between Loan and Advances
and Net Profit 109

4.3.2 Trend Analysis: 111
4.3.2.1 Trend Analysis of Total Deposit 111
4.3.2.2 Trend Analysis of Loan & Advances 113
4.3.2.3 Trend Analysis of Long-Term Investment 114

4.3.3 Simple Regression Analysis 116
4.3.3.1 Regression Analysis between Net Profit and

Lon and Advance                                                         116



4.3.3.2 Regression Analysis between Net profit and
Long-Term Investment                                                 117

4.4 Other Indicator of the financial performance 119
4.4.1 Earning Per Share                                                                         119
4.4.2 Cash Dividend Per Share                                                              120
4.4.3 Dividend Payout Ratio                                                                  121
4.4.4 Price Earning Ratio                                                                       122

4.5 Major Finding of the Study 123

CHAPTER – V
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1 Summary 128
5.2 Conclusion 131
5.3 Recommendations 132

BIBILIOGRAPHY

ANNEXES



LIST OF TABLES

Table No: Page No.
4.1 Current Ratio 76
4.2       Cash and Bank Balance to Total Deposit Ratio 78
4.3 Cash and Bank Balance to Current Assets Ratio 79
4.4 Loan and Advances to Current Assets Ratio 81
4.5 Debt-Equity Ratio 82
4.6 Debt -assets Ratio 84
4.7 Coverage Ratio 85
4.8       Loan and Advances to Total Deposit Ratio 86
4.9 Loan and Advances to Total Assets Ratio 88
4.10 Long-term Investment to Total Deposit Ratio 89
4.11 Performing Assets to Total Assets Ratio 90
4.12 Performing Assets to Total Debt Ratio 91
4.13 Personnel Expenses to Total Income Ratio 92
4.14 Net Profit to Total Deposit Ratio 94
4.15 Net Profit to Total Assets Ratio 95
4.16 Return on Net Worth 96
4.17 Total Interest Earned to Total Assets Ratio 98
4.18 Total Interest Paid to Total Assets Ratio 99
4.19 Return on Capital Employed Ratio 100
4.20 Shareholder’s Fund to Total Deposit Ratio 102
4.22 Correlation between Total Deposits and loan and Advances 105
4.23 Correlation between Total Deposit and long-term Investment 107
4.24 Correlation between long-term Investment and Net Profit 108
4.25 Correlation between loan and Advances and Net Profit 110
4.26 Trend Analysis of Total Deposit 112
4.27 Trend Analysis of Loan & Advances 113
4.28 Trend Analysis of Long-term Investment 115
4.29 Regression analysis between net profit and loan and advances                   117
4.30 Regression analysis between net profit and long-term investment. 118
4.31 Earning Per Share 119
4.32 Cash Dividend Per Share 120
4.33 Divedend Payout Ratio 121

4.34 Price Earning Ratio 122



LIST OF FIGURES

Figure No: Page No.

4.1 Trend Analysis of Total Deposit 112

4.2 Trend Analysis of Loan & Advances 114

4.3 Trend Analysis of Long-term Investment 115



ABBREVIATIONS

A.D. Anno Domino
C.B. Commercial Bank
CRR Cash Reserve Ratio
C.V. Coefficient of Variation
Co Company
DPS Dividend per Share
EBL Everest Bank Limited
KBL                         Kumari Bank Limited
Etc Etcetera
F.Y Fiscal Year
GDP Gross Domestic Product
i.e That is
IFIC International Finance Investment and Commercial Bank Limited
IMF International Monetary Fund
JVB Joint Venture Bank
Ltd. Limited
M/B Market to Book
MVPS Market Value per Share
N.B. Nepal Bank Limited
NIBL Nepal Invesment Bank Ltd.
NRB Nepal Rastra Bank Limited
P.E Probable Error
RBB Rastriya Banijya Bank
ROA Return on Assets
S.D. Standard Deviation
T.U. Tribhuvan University
US$ United States Dollar


