
COMPARATIVE FINANCIAL PERFORMANCE OF
NABIL AND NIC BANK LTD

BY:
NILAM DEVI RAI

Mahendra Multiple Campus
Dharan

T.U. Exam Symbol No.: 696
T.U. Registration No.: 40383-91

A Thesis Submitted to:
Office of Dean

FACULTY OF MANAGEMENT
TRIBHUVAN UNIVERSITY

NO PRINT NO PRINT NO PRINT
Already printed

In partial fulfillment of the requirements of
the degree of

Masters of Business Studies (M.B.S.)

NO PRINT NO PRINT NO PRINT
Dharan

December, 2009



ii

RECOMMENDATION

This is to certify that the thesis entitled “Comparative Financial

Performance of NABIL and NIC Banks Ltd.” Submitted by Nilam Devi

Rai, has been prepared as approved by this department in the prescribed

format of faculty of Management. This thesis is forwarded for examination.

……………………... ………………….. ………….........
Supervisor Chairperson Campus Chief

( Lecturer Ashok Kmr Jha) Prof. Tara Bdr. Niroula Surya Kmr Rai

Date: …………………….



iii

VIVA-VOCE SHEET

We have concluded that the viva-voce examination of the thesis presented by

Nilam Devi Rai entitled  “Comparative Financial Performance of NABIL

and NIC Bank 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 in

Business Studies (M.B.S.)

VIVA-VOCE SHEET

Chairperson (Research Committee): …………………………...

Member (Thesis Supervisor): …………………………...

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

Date: …………………………...



iv

DECLARATION

I hereby declare that the work reported in this entitled “Comparative

Financial Performance of NABIL and NIC bank Ltd.” submitted to

Mahendra Multiple Campus, Tribhuvan University is my original work. It

is done in the form of partial fulfillment of the requirements for the

Masters of Business Studies (M.B.S.) under the strict supervision and

guidance of Lecturer, Ashok Kumar Jha, Mahendra Multiple Campus,

Dharan.

Date: ----------------------- --------------------------
Nilam Devi Rai
Researcher

Exam Roll No. 696
T.U. Reg. No. 40383-91

Mahendra Multiple Campus,
Dharan.



v

ACKNOWLEDGEMENT

The research thesis entitled “Comparative Financial Performance of NABIL & NIC

Bank Ltd.” has been done with a view to examine their financial performance

comparatively. It is in the form of required by the department of management, Mahendra

Multiple Campus, Dharan, for the partial fulfillment of Masters Degree in Business Studies

(M.B.S.) Program.

This thesis has been completed under intensive and genuine guidance of my

respected Lecturer, Ashok Kumar Jha, Mahendra Multiple Campus, Dharan. It is my great

pleasure to express my sincere gratitude and thanks to him for his valuable guidance and

supervision. His patient guidance and constant encouragement has been a great source of

inspiration to me. Without his kindly help and valuable guidance, this thesis would not

have completed and come in this form.

Similiarly, I express my sincere gratitude to respected Professor Tara Bahadur

Niraula, the head of the research committee of Management of Mahendra Multiple

Campus, Dharan for providing me the chance to undertake this study. I express my sincere

gratitude to Assist. lecturer Binod Kumar Rai, Department Head of Management, Kasturi

College, Ithari who helped me in many ways to prepare and conduct this research study. I

would like to offer my gratitude to Mr. Gaurav Sanjyal, Senior office clerk of BPKIHS

who helped me to provide this sufficient data and helped me in computer layout.

I would like to thank to NABIL and NIC Bank Ltd family for providing me

required data relating to my thesis. Lastly, I would like to thank to one of my friends

Pratima “Biwas” Rai, Journalist and finally, I expect this study will be helpful to them who

want to get a lot of matters from this study.

Thank You. Nilam Devi Rai

M.B.S.

Exam Roll No. 696

T.U. Reg. No. : 40383-91

Mahendra Multiple Campus,Dharan.



vi

TABLE OF CONTENTS

Recommendation.......................................................................................ii
Viva-voce sheet ....................................................................................... iii
Declaration ...............................................................................................iv
Acknowledgement .....................................................................................v
Table of contents ......................................................................................vi
List of tables ............................................................................................vii
List of Figures............................................................................................x
List of abbreviations .................................................................................xi

Chapter-One

Introduction 1-17
1.1. General Concept of the study ………………………………1
1.1.1. Origin, Evaluation and growth of Banking…………………2
1.1.2. Development of Banking in Nepal……………………….....3
1.1.3. Introduction of Commercial Banks…………………………4
1.1.4. Importance of Commercial Banks………………………….6
1.1.5. Functions of Commercial Banks……………………………7
1.1.6. Brief introduction of selected Banks………………………..9

a) Nepal Industrial and Commercial Bank Ltd…………….. 9
b) Nepal Arab Bank Ltd…………………………………….10

1.2. Focus of the study…………………………………………….13
1.3. Statement of the problem………………………………..........14
1.4. Objectives of the Study…………………………………….....15
1.5. Limitations of the study………………………………………15
1.6. Significance of the study………………………………...........16
1.7. Organization of the study……………………………………..17

Chapter-Two

Review of Literature 19-32
2.1. Concept of Financial Performance……………………………19
2.2. Concept of Financial Statement……………………………….20
2.2.1. Review of related studies and publication…………………..24
2.2.2. Previous research work carried out by students…………….25
2.2. Tools & Techniques of Financial Analysis………………….. 26
2.3.1. Financial Tools…………………………………………….. 26



vii

A) Ratio Analysis…………………………………………...26
B) Trend Analysis………………………………………….. 29
C) Cash Flow Statement………………………………….....29
D) Common Size Statement Analysis………………………30

2.3.2. Statistical Tools………………………………………......... 31
A) Average ( )……………………………………………....31
B) Standard Deviation (  )……………………………….….31
C) Correlation Co-efficient Analysis (r)…………………....31
D) Co-efficient of Variance (CV)……………………….….32
E) Hypothesis Test……………………………………….…32

Chapter-Three

Research Methodology 34-38

3.1. Introduction ……………………………………….…………34
3.2. Research Design……………………………………………...35
3.3. Population and Sample of the study……………………….....36
3.4. Sources of data…………………………………………….....37
3.5. Data Collection Techniques…………………………….……37
3.6. Data Analysis Tools……………………………………….…38

Chapter-Four

Data Presentation and Analysis 39-102

4.1. Introduction …………………………………………………39
4.2. Ratio Analysis……………………………………………..…39

4.2.1. Liquidity analysis…………………………………....40
4.2.2. Profitability analysis………………………….……...42
4.2.3. Credit Quality Ratio………………………….………49
4.2.4. Leverage Ratio………………………………….……55

4.3. Trend Analysis………………………………………….……67
4.4. Analysis of cash flow statement……………………….….….84
4.5. Common Size Statement analysis………………………..….. 86
4.6. Correlation co-efficient analysis…………………………...…90
4.7. Testing of Hypothesis……………………………………...…102

Chapter-Five

Summary, Conclusion and Recommendation 105-121

5.1. Summary………………………….………………………..….105



viii

5.2. Conclusion………………………………………………..…...117
5.3. Recommendation ………………………………….………...121

Bibliography………………………………………………………I-II
Appendices………………………………………………………...III-XVI



ix

LIST OF TABLES

S.No. Particulars Page no.

1. Comparative current ratio of NABIL & NIC bank ltd. 41

2. Comparative Return on equity ratio of NABIL & NIC bank ltd. 43

3. Comparative Return on total assets of NABIL & NIC bank ltd. 44

4. Comparative Return on total deposit of NABIL & NIC bank ltd. 45

5. Comparative equity-capital ratio of NABIL & NIC bank ltd. 46

6. Comparative interest paid to TFD ratio of NABIL & NIC bank ltd. 47

7.    Comparative interest expenses to interest earned ratio of NABIL & NIC 48

8. Comparative TIE to TI ratio of NABIL & NIC bank ltd. 49

9. Comparative provision for credit loss ratio of NABIL & NIC bank ltd. 50

10. Comparative credit loss coverage ratio of NABIL & NIC bank ltd. 51

11. Comparative TI to total deposit ratio of NABIL & NIC bank ltd. 52

12. Comparative TL & advances to TD ratio of NABIL & NIC bank ltd. 54

13. Comparative loans & advances to FD ratio of NABIL & NIC bank ltd. 55

14. Comparative interest coverage ratio of NABIL & NIC bank ltd. 56

15. Comparative debt-equity ratio of NABIL & NIC bank ltd. 57

16. Comparative debt-total CE ratio of NABIL & NIC bank ltd. 58

17. Comparative total debt-fixed coverage ratio of NABIL & NIC bank ltd. 59

18. Comparative earning per share of NABIL & NIC bank ltd. 61

19. Comparative dividend per share of NABIL & NIC bank ltd. 62

20. Comparative dividend pay-out ratio of NABIL & NIC bank ltd. 63

21. Comparative earning-yield ratio of NABIL & NIC bank ltd. 64

22. Comparative price earning ratio of NABIL & NIC bank ltd. 65

23. Comparative MV-book value per share of NABIL & NIC bank ltd. 66



x

24. Comparative earning power ratio of NABIL & NIC bank ltd. 67

25. Calculation of trend of total deposit of NABIL & NIC bank ltd. 68

26. Calculation of trend of fixed deposit of NABIL & NIC bank ltd. 70

27. Calculation of trend of current deposit of NABIL & NIC bank ltd. 70

28.   Calculation of trend of saving & other deposit of NABIL & NIC 71

29. Calculation of trend of total investment of NABIL & NIC bank ltd. 72

30. Calculation of trend of loan, adv. & BP .of NABIL & NIC bank ltd. 74

31. Calculation of trend of net profit of NABIL & NIC bank ltd. 74

32. Calculation of trend of TOI of NABIL & NIC bank ltd. 76

33. Calculation of trend of TOE of NABIL & NIC bank ltd. 77

34. Calculation of trend of net operating income of NABIL & NIC bank ltd. 79

35. Calculation of trend of interest earned of NABIL & NIC bank ltd. 80

36. Calculation of trend of interest expenses of NABIL & NIC bank ltd. 82

37. Calculation of trend of net worth of NABIL & NIC bank ltd. 83

38. Calculation of cash flow statement of NABIL & NIC bank ltd. 85

39. Calculation of common size balance sheet of NABIL & NIC bank ltd. 87

40. Calculation of common size income statement of NABIL & NIC bank ltd. 89

41. Calculation of correlation between CA & CL in case of NABIL bank ltd. 91

42. Calculation of correlation between CA & CL in case of NIC bank ltd. 92

43. Calculation of correlation between TD & TI in case of NABIL bank ltd. 94

44. Calculation of correlation between TD & TI in case of NIC bank ltd. 95

45. Calculation of correlation between IE & NOI in case of NABIL bank ltd. 96

46. Calculation of correlation between IE & NOI in case of NIC bank ltd. 98

47. Calculation of correlation between OI & OE in case of NABIL bank ltd. 99

48. Calculation of correlation between OI & OE in case of NIC bank ltd. 100



xi

LIST OF FIGURES

S.No. Particulars Page no.

1. Comparative trend line of total deposit of NABIL & NIC bank ltd. 69

2. Comparative trend line of investment of NABIL & NIC bank ltd. 73

3. Comparative trend line of net profit of NABIL & NIC bank ltd. 75

4. Comparative trend line of TOI of NABIL & NIC bank ltd. 76

5. Comparative trend line of TOE of NABIL & NIC bank ltd. 78

6. Comparative trend line of NOE of NABIL & NIC bank ltd. 79

7. Comparative trend line of IE of NABIL & NIC bank ltd. 81

8. Comparative trend line of IE of NABIL & NIC bank ltd. 82

9. Comparative trend line of net worth of NABIL & NIC bank ltd. 84



xii

LIST OF ABBREVIATIONS

ABBS - Any Branch Banking System

ATM - Any Time Money

Avg. - Average

B.C. - Before Criest

BP - Bills Purchased

CA - Current Assets

CL - Current Liabilities

CV - Co-efficient of Variation

DPS - Dividend Per Share

EAT - Earning After Tax

EBIT - Earning Before Interest & Tax

EBT - Earning Before Tax

EPS - Earning Per Share

Etc. - etcetera

IE - Interest Earned

i.e. - That is

IFC - International Finance Corporation

Ltd. - Limited

MBS - Master of Business Study

NABIL - Nepal Arab Bank Limited

NB - Nabil Bank

NIC - Nepal Industrial & Commercial



xiii

NOI - Net Operating Income

NPAT - Net Profit After Tax

NPR - Nepalese Rupees

OE - Operating Expenses

OI - Operating Income

NRB - Nepal Rastra Bank

PE - Price Earning

ROE - Return on Equity

ROTA - Return on Total Assets

Rs. - Rupees

SD - Standard Deviation

TD - Total Deposit

TI - Total Investment

U.A.E. - United Arab Emirates

WTO - World Trade Organization

< - Less than

> - Greater Than

∑ - Summation


