
A Study About
DEPOSIT MOBILIZATION OF COMMERCIAL BANKS
(A Comparative Study of Nepal SBI Bank Ltd. and NB Bank Ltd.)

Submitted by:

Gaurab Shakya
Mahendra Multiple College

Roll No. 55
T.U. Regd. 40207-91

2nd Year Exam Roll No.

Submitted to:

Office of the Dean
Faculty of Management

TRIBHUVAN UNIVERSITY

In Partial Fulfillment of the Requirement for the Master of Business
Studies (MBS)

Kathmandu, Nepal
October, 2009



ii

RECOMMENDATION

This is to certify that the thesis:

Submitted by

Gaurab Shakya

Entitled

“DEPOSIT MOBILIZATION OF COMMERCIAL BANKS”
(A Comparative Study of Nepal SBI Bank Ltd. and NB Bank

Ltd.)
Has been prepared as approved by this Department in the prescribed format of

Faculty of Management. This thesis is forwarded for examination.

.................................…….. …….………………..
Ganga Chamlagain Tara Bahadur Niraula
(Thesis Supervisor) (Head of the Department)

(Mahendra Multiple College)

………………………...
Surya Kumar Rai
(Campus Chief)

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



iii

VIVA-VOCE SHEET

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

Gaurab Shakya

Entitled

“DEPOSIT MOBILIZATION OF COMMERCIAL BANKS”
(A Comparative Study of Nepal SBI Bank Ltd. and NB Bank Ltd.)

and found the thesis to be the original work of the student written according to

the prescribed format. We recommend this thesis to be accepted as partial

fulfillment of the requirements for Master of Business Studies (M.B.S.)

Viva-voce Committee

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

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

Head, Central Department of Management: ......................................

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

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



iv

TRIBHUVAN UNIVERSITY
FACULTY OF MANAGEMENT

CENTRAL DEPARTMENT OF MANAGEMENT
Kirtipur, Kathmandu, Nepal

DECLARATION

I hereby declare that the work reported in this thesis entitled “Deposit

Mobilization of Commercial Banks” (A Comparative Study of Nepal

SBI Bank Ltd. and NB 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 Master of Business

Studies (M.B.S.) under the supervision and guidance of Lecturer

Mr.Ganga Chamlagain.

……………………….

Gaurab Shakya
Researcher
Roll No. 55

Central Department of Management

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



v

ACKNOWLEDGEMENT

My indebtedness and gratitude goes to the many individuals, who have

assisted to shape this thesis in the present form, cannot be adequately

conveyed in a few sentences. First of all, my gratitude goes to all the

teachers and Staffs of the Mahendra Multiple College, T.U., whose sound

theoretical knowledge provided me the basis for the preparation of the

thesis.

I would like to express my great sense of gratitude to my respected

research supervisor Ganga Chulagian, Lecturer of Mahendra Multiple

Campus, T.U., for this invaluable supervision, constructive comments

and suggestions, which gave the final shape of this thesis.

I am indebted to all staffs of Nepal SBI Bank Limited, Nepal Bangladesh

Bank Limited and Security Board of Nepal for providing necessary data,

information and congenial environment for preparing this thesis.

I am grateful and proud to have respected all have family, whose

inspiration and financial support helped me to achieve this success.

Gaurab Shakya



vi

TABLE OF CONTENTS
Page No.

Recommendation i

Viva-voce Sheet ii

Declaration iii

Acknowledgement iv

Contents v

List of Table viii

List of Figure x

Abbreviation xi

CHAPTER - I

INTRODUCTION 1-15

1.1 Background of the Study 1

1.1.1 Nepalese Financial system at a Glance/ Financial

Development 2

1.1.1.1 Commercial Banks 3

1.1.1.2 Financial Companies 5

1.1.1.3 Development Banks 6

1.1.1.4 Financial Co-operative 6

1.1.1.5 Non-Government Organizations 7

1.1.1.6 Insurance Companies 7

1.1.1.7 Employee's Provident Fund 7

1.1.1.8 Citizen Investment Trust 7

1.1.2 Contribution of Banking Sector to the Economy

(Economic Development)/Role of Commercial Bank 7

1.1.3 Deposit Mobilization 9

1.2 Focus of the Study 10

1.3 Statement of the Problem 11

1.4 Objective of the Study 12

1.5 Importance of the Study 13

1.6 Limitation of the Study 14

1.7 Organization of the Study 14



vii

CHAPTER – II

REVIEW OF LITERATURE 16-54

2.1 Review from Books and Journals 16

2.1.1 Evolution of Modern Banking 16

2.1.2 Meaning of Commercial Bank 17

2.1.2.1 Functions of Commercial Bank 17

2.1.3 Concept of Deposit & Deposit Mobilization 19

2.1.3.1 Significance of Deposit Mobilization 24

2.1.4 Loan and Advances 26

2.1.4.1 Factors Affecting Loans and Advances 28

2.1.5 Investment and Investment Policy 29

2.2 Review of Legislative Provision 32

2.2.1 Central Bank's Directives in Commercial Banking Sector 32

2.2.2 NRB Rules Regarding Fund Mobilization of

Commercial Banks 38

2.2.2.1 Fund Mobilizing Procedure of Joint-Venture Banks 41

2.3 Review of Articles 48

2.4 Review of Master Degree Thesis 50

2.5 Research Gap 54

CHAPTER - III

RESEARCH METHODOLOGY 55-64

3.1 Introduction 55

3.2 Research Design 55

3.3 Populations and Sample 56

3.4 Sources of Data 57

3.5 Method of Analysis 57

3.5.1 Financial Tools 58

3.5.2 Statistical Tools 62



viii

CHAPTER – IV

DATA PRESENTATION AND ANALYSIS 65-134

4.1 Deposits, Loans and Investment Structure of Nepalese

Commercial Banks 65

4.2 Sources and Uses of Funds of Nepal SBI Bank Limited 73

4.3 Sources and Uses of Funds of Nepal Bangladesh Bank Limited 80

4.4 Financial Analysis 86

4.5 Statistical Analysis 109

4.6 Major Findings 125

CHAPTER – V

SUMMARY, CONCLUSION AND RECOMMENDATIONS 132-134

5.1 Summary 132

5.2 Conclusion 133

5.3 Recommendation 134

BIBLIOGRAPHY

APPENDICES



ix

LIST OF TABLES

Page No.

Table No. : 1.1 Growth of Commercial Banks

Table No. : 1.2 Banks and Financial Institutions in Nepal

Table No. : 4.1 Sources of Funds and Uses of Fund of

Commercial Bank 66

Table No. : 4.2 Deposits of Commercial Banks 69

Table No. : 4.3 Loan and Advances of Commercial Banks 70

Table No. : 4.4 Deposits, Loan & Advance and Investments of

Commercial Banks 71

Table No. : 4.5 Structure of Interest rates of Commercial Banks 72

Table No. : 4.6 Deposits 73

Table No. : 4.7 Deposit Mobilization as Investment in different

Sectors 74

Table No. : 4.8 Deposits Mobilization as Loan and

Advance in different Sectors 75

Table No. : 4.9 Interest income Rate of NSBIBL 77

Table No. : 4.10 Interest Expense Rate of NSBIBL 78

Table No. : 4.11 Net interest Margin of NSBIBL 79

Table No. : 4.12 Interest Spread Rate of NSBIBL 80

Table No. : 4.13 Deposits of NBBL 80

Table No. : 4.14 Deposit Mobilization as Investment in Different

Sectors 81

Table No. : 4.15 Deposit Mobilization as Loan & Advances in

Different Sectors 82

Table No.: 4.16 Interest income Rate of NBBL 83

Table No: 4.17 Interest Expense Rate of NBBL 84

Table No: 4.18 Net Interest Margin of NBBL 85

Table No.: 4.19 Interest Spread Rate of NBBL 86



x

Table No. 4.20 Cash and Bank Balance to Total Deposit Percent 88

Table No.: 4.21 Total Liquid Fund to Total Deposit Ratio 90

Table No. : 4.22 Loan and Advances to Total Deposit Ratio 91

Table No. : 4.23 Total Investment to Total Deposit Ratio 92

Table No. : 4.24 Total outside Asset to Total Deposit Ratio 93

Table No. : 4.25 Time Deposit to Total Deposit Ratio 96

Table No. : 4.26 Capital to Total Deposit Ratio 98

Table No. : 4.27 Capital Risk Ratio 99

Table No. : 4.28 Interest Rate Risk Ratio 101

Table No. : 4.29 Credit Risk Ratio 102

Table No. : 4.30 Return on Total Loan & Advance Ratio 103

Table No. : 4.31 Return on Equity Ratio 104

Table No. : 4.32 Total Interest Earned to Total outside Asset Ratio 106

Table No. : 4.33 Growth Ratio of Total Deposit 107

Table No. : 4.34 Growth Ratio of Loan & Advances 108

Table No. : 4.35 Growth Ratio of Total Investment 108

Table No. : 4.36 Growth Ratio of Net Profit 109

Table No. : 4.37 Correlation between Deposit and Loan & Advances 110

Table No. : 4.38 Correlation between Deposit and Investment 112

Table No. : 4.39 Correlation between Outside Assets and Net Profit 113

Table No. : 4.40 Estimation of Total Deposit for the Years

2009 to 2013 114

Table No. : 4.41 Estimation of Loan and Advances for the years

2009 to 2013 116

Table No. : 4.42 Estimation of Total Investment for the Years

2009 to 2013 117

Table No. : 4.43 Estimation of Profit for the years 2009 to 2013 119



xi

LIST OF FIGURES

Page No.

Figure No. : 4.1 Total Outside Asset to Total Deposit

Ratio of NSBIBL 95

Figure No. : 4.2 Total Outside Asset to Total Deposit

Ratio of NBBL 95

Figure No. : 4.3 Return on Equity Ratio of NSBIBL 105

Figure No. : 4.4 Return on Equity Ratio of NBBL 105

Figure No. : 4.5 Estimation of Total Deposit for the

Years 2009 to 2013 115

Figure No. : 4.6 Estimation of Loan and Advance for the

Years 2009 to 2013 116

Figure No. : 4.7 Estimation of Total Investment for the

Years 2009 to 2013 118

Figure No. : 4.8 Estimation of Profit for the years 2009 to 2013 120



xii

ABBREVIATIONS USED

% : Percentage

'a' : Regression Coefficient

ADBN : Agriculture Development Bank Nepal

'b' : Regression Coefficient

CV : Coefficient of Variation

DICGC : Deposit Insurance and Credit Guarantee Corporation

Entp. : Enterprises

FINGo : Financial Non-government Organization

FY : Fiscal Year

Govt. : Government

JVBs : Joint Venture Banks

Ltd. : Limited

NBB : Nepal Bangladesh Bank Ltd.

NIDC : Nepal Insurance Development Corporation

NRB : Nepal Rastra Bank

NSBI : Nepal SBI Bank Ltd.

P.Er. : Probable Error

'r' : Correlation of Coefficient

'r2' : Coefficient of determination

ROE : Return on Equity

SD : Standard Deviation

Sec. : Securities

SN : Serial Number


