
A COMPARATIVE STUDY
OF

WORKING CAPITAL MANAGEMENT WITH REFERENCE
TO

NABIL BANK LIMITED,
HIMALAYAN BANK LIMITED, &

STANDARD CHARTERED BANK NEPAL LIMITED

By:
Dipika Shrestha
Roll No.78/063

Thakur Ram Multiple Campus
Faculty of Management

T.U. Registration No.: 7-2-238-68-2002

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.)

BIRGUNJ, NEPAL
August, 2011



RECOMMENDATION

This is to certify that the thesis:

Submitted by
Dipika Shrestha

Entitled

"A Comparative study of Working Capital Management with reference
to Nabil Bank Ltd., Himalayan Bank Ltd. & Standard Chartered

Bank Nepal Ltd."

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

examination.

Campus Chief

......................................

Date :  ......................

Supervisor

..........................................
(Mr. Abinash Prasad Singh)

Head of Department

.............................................
(Dr. Deepak Shakya)



VIVA-VOCE SHEET

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

Dipika Shrestha

Entitled

"A Comparative study of Working Capital Management with reference
to Nabil Bank Ltd., Himalayan 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

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

Viva-Voce Committee

Chairperson, Research Committee :- .....................................................

Member ( Thesis Supervisor) :- ......................................................

Member ( External Expert) :- .......................................................

Date: - ..............................



DECLARATION

I here by declare that the work reported in  this thesis entitled

“A Comparative Study of Working Capital Management with

reference to Nabil Bank Limited, Himalayan Bank Limited &

Standard Chartered Bank Nepal Limited” submitted to Office of

Dean, Faculty of Management, Tribhuwan University, is my original

work . It is done in the corm of partial fulfillment of the requirement

of the Master’s Degree of the Business Studies (MBS) under the

guidance & supervision of the reader Mr. Abinash Prasad Singh.

…………………
….

Dipika Shrestha
Researcher
T.U.Regd.No.:

7-2-238-68-2002
Roll No.78/063

ThakurRam
Multiple Campus

Birgunj, Parsa



ACKNOWLEDGEMENT

This thesis has been prepared on "A Comparative study of Working
Capital Management with reference to Nabil Bank Ltd., Himalayan
Bank Ltd. & Standard Chartered Bank Nepal Ltd.", for the partial
requirement of the Master of Business Studies (MBS).

First and foremost, I would like to owe my sincere thanks to Research
Supervisor Reader Mr. Abinash Prasad Singh, without whose valuable
guidance and encouragement this thesis would not have been completed. I
am, indeed, indebted to him as I learnt a lot about the subject from him and
who continues to inspire and encourage me.

I am thankful to Dr.Deepak Shakya, Chairperson, Research
Committee, and the teachers of Thakur Ram Multiple Campus for providing
me their valuable guidance. I am also thankful to the staff member for
providing me his helping hand. I am also grateful to librarians of Thakur Ram
Multiple Campus, Birgunj.

I would also like to give special thanks to the staffs of Nabil Bank
Limited, Himalayan Bank Limited and Standard Chartered Bank Nepal
Limited who have provided me the necessary information and data required
for the research study.

Last but not least, I would like to extend my deep gratitude to my
parents who have been a continuous inspiration and motivation throughout
my life. I am also indebted to my friends who have been supporting me
throughout the research work.

Date ..............................
Thakur Ram MultipleCampus, Birgunj

………………….
Dipika Shrestha

(Researcher)



TABLE OF CONTENTS

Title of Thesis
Recommendation
Viva-Voce Sheet
Acknowledgement
List of Tables
List of Graphs
List of Figures
Abbreviation

Page no.
CHAPTER-ONE 1-14
1.1 Background 1
1.2 History of Commercial and Joint Venture Banks in Nepal 3
1.3 Focus of the Study 7
1.4 Statement of the Problems 9
1.5 Research Questions 10
1.6 Hypothesis of the Study 10
1.7 Objectives of the Study 12
1.8 Need and Significance of the Study 12
1.9 Limitations of the Study 13
1.10 Organization of the Study 13

CHAPTER-TWO 15-42
2.1 Conceptual Review 15

2.1.1 Working Capital Theories 16
2.1.1.1   Nature of Working Capital/ Conceptual Thoughts 16
2.1.1.2   Management of Working Capital 16
2.1.1.3   Concept of Working Capital 17
2.1.1.4   Types of Working Capital 19
2.1.1.5   Need and Importance of Working Capital 20
2.1.1.6   Principles of Working Capital Management 21
2.1.1.7   Determinants of Working Capital 22
2.1.1.8   Effects of Excessive Working Capital 22
2.1.1.9   Effects of Inadequate Working Capital 23
2.1.1.10 Circulation System of Working Capital 23
2.1.1.11 Test of Working Capital 24
2.1.1.12 Financing of Working Capital 25

2.1.2 Cash Management 29
2.1.2.1   Motives of Holding Cash 30
2.1.2.2   Objectives of Cash Management 31
2.1.2.3   Functions of Cash Management 31

2.1.3 Receivable Management 33
2.1.3.1   Objectives of Maintaining Receivables 34
2.1.3.2   Objectives of Receivables Management 34



2.1.4 Inventory Management 35
2.1.4.1 Management of Inventory 36
2.1.4.2   Importance of Inventory Management 37
2.1.4.3 Motive to Hold Inventories 38

2.2 Review of Literature 38
2.2.1 Review of Books 39
2.2.2 Review of Published Journals/Articles 40
2.2.3 Review of Related Research Work 41

CHAPTER-THREE 43-49
3.1 Introduction 43
3.2 Research Design 43
3.3 Population and Sample 44
3.4 Sources of Data 45
3.5 Data Collection Techniques 45
3.6 Data Analysis Tools 46

3.6.1 Ratio Analysis 46
3.6.2 Average 46
3.6.3 Standard Deviation 47
3.6.4 Trend Percentage Method 47
3.6.5 Correlation Analysis 48
3.6.6 Co-efficient of Variation 48
3.6.7 Probable Error 48
3.6.8 Analysis of Variance Test (F- statistic) 49

CHAPTER-FOUR 50-94
4.1 Introduction 50
4.2 Analysis of Ratios 50

4.2.1 Cash and Bank Balance to Current Assets 51
4.2.2 Cash and Bank Balance to Total Assets 52
4.2.3 Current Assets to Total Assets 54
4.2.4 Current Assets to Fixed Assets 55
4.2.5 Net Working Capital to Current Assets 57
4.2.6 Current Assets to Current Liabilities 58
4.2.7 Return on Current Assets 60
4.2.8 Return on Total Assets 62
4.2.9 Receivable on Total Assets 63
4.2.10 Receivable to Current Assets 64
4.2.11 Quick Assets to Current Liabilities 66
4.2.12 Cash and Bank Balance to Current Liabilities 67
4.2.13 Debt to Equity Ratio 69
4.2.14 Net Worth to Total Assets 70
4.2.15 Return on Owner's Equity 72

4.3 Trend Analysis 73
4.3.1 Trend of Current Assets 74
4.3.2 Trend of Current Liabilities 75
4.3.3 Trend of Cash and Bank Balances 76



4.3.4 Trend of Total Assets 77
4.3.5 Trend of Receivables 78
4.3.6 Trend of Owner Equity 79
4.3.7 Trend of Net Profit after Tax 80

4.4 Correlation Analysis and Probable Error 80
4.4.1 Karl Pearson's correlation coefficient and probable error of

Cash and Bank Balance and Current Assets 81
4.4.2 Karl Pearson's correlation coefficient and probable error of

Cash and Bank Balance and Total Assets 82
4.4.3 Karl Pearson's correlation coefficient and probable error of

Current Assets and Total Assets 82
4.4.4 Karl Pearson's correlation coefficient and probable error of

Current Assets and Current Liabilities 83
4.4.5 Karl Pearson's correlation coefficient and probable error of

Return and Current Assets 84
4.5 Testing of Hypothesis with the help of ANOVA Table (F-Test) 84

4.5.1 Testing of Hypothesis on the basis of Current Assets 84
4.5.2 Testing of Hypothesis on the basis of Current Liabilities 86
4.5.3 Testing of Hypothesis on the basis of Cash and Bank Balance 88
4.5.4 Testing of Hypothesis on the basis of Net Profit 90
4.5.5 Testing of Hypothesis on the basis of Receivables 92
4.5.6 Testing of Hypothesis on the basis of Net Working Capital 94

CHAPTER-FIVE 97-106
5.1 Summary 97
5.2 Conclusion 98
5.3 Recommendation 105

Bibliography
Appendixes



LIST OF TABLES

Table no. Name of Table Page no.

1. Cash and Bank Balance to Current Assets 51
2. Cash and Bank Balance to Total Assets 52
3. Current Assets to Total Assets 54
4. Current Assets to Fixed Assets 55
5. Net Working Capital to Current Assets 57
6. Current Assets to Current Liabilities 58
7. Return on Current Assets 60
8. Return on Total Assets 62
9. Receivable on Total Assets 63
10. Receivable to Current Assets 65
11. Quick Assets to Current Liabilities 66
12. Cash and Bank Balance to Current Liabilities 67
13. Debt to Equity Ratio 69
14. Net Worth to Total Assets 70
15. Return on Owner's Equity 72
16. Karl Pearson's correlation coefficient and probable error of

Cash and Bank Balance and Current Assets 81
17. Karl Pearson's correlation coefficient and probable error of

Cash and Bank Balance and Total Assets 82
18. Karl Pearson's correlation coefficient and probable error of

Current Assets and Total Assets 82
19. Karl Pearson's correlation coefficient and probable error of

Current Assets and Current Liabilities 83
20. Karl Pearson's correlation coefficient and probable error of

Return and Current Assets 84
21. Testing of Hypothesis on the basis of Current Assets 84
22. Testing of Hypothesis on the basis of Current Liabilities 86
23. Testing of Hypothesis on the basis of Cash and Bank Balance 88
24. Testing of Hypothesis on the basis of Net Profit 90
25. Testing of Hypothesis on the basis of Receivables 92
26. Testing of Hypothesis on the basis of Net Working Capital 94



LIST OF GRAPHS

Graphs no. Name of Graphs Page no.

1. Current Assets 74

2. Current Liabilities 75

3. Cash and Bank Balances 76

4. Total Assets 77

5. Receivables 78

6. Owner Equity 79

7. Net Profit after Tax 80

LIST OF FIGURES

Figure no.    Name of Figures Page no.

1. Circulation System of Working Capital 24

2. Matching Approach of Financing 25

3. Conservative Approach of Financing 26

4. Aggressive Approach of Financing 27



ABBREVIATION USED IN THIS STUDY

BEP : Break Even Point

CA : Current Assets

CB : Cash Balance

CL : Current Liabilities

Co. : Company

FA : Fixed Assets

FY : Fiscal Year

H1 : Alternative Hypothesis

HBL : Himalayan Bank Limited

Ho : Null Hypothesis

i.e. : That Is

JVBs : Joint Venture Banks

Ltd. : Limited

NABIL : Nabil Bank Limited

NPAT : Net Profit After Tax

NTDC : Nepal Tea Development Corporation

NWC : Net Working Capital

PEs : Public Enterprise

Pvt. : Private

r : Correlation

R : Receivable

SCBNL : Standard Chartered Bank Nepal Limited

TA : Total Assets

TCA : Total Current Assets

TCL : Total Current Liabilities


