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Abstract

Non-performing loans are those whose interest and principal are not paid beyond three months of
due period. Non-Performing loan is very important aspect in case of commercial banking as this
will have huge impact upon Net profit. It further shows the efficiency of bank showing how
effectively it is able to utilize its resources. The major objective of this research is to understand
the relationship between Non-performing loan & Profitability of the bank. For this research
descriptive method is used and secondary data from Annual report of bank is used to identify
relationship between Non-Performing loan & Profitability.

After conducting this research, it was observed that there exists no relationship between Non-
performing loan and Net Profit as GBIME and NABIL shows positive relationship between Non-
performing loan and Net profit however in case of ADBL the relationship between Non-performing
loan and Net profit seems to be negative. In case of deposit all banks deposit shows increasing
trend and same was true regarding loan and advances but it was observed that NABIL has utilized
its resources very efficiently compared to GBIME & ADBL .GBIME & ADBL in other hand shows
positive improvement towards their resource utilization.

ADBL has increased loans and advances however Non-loss provision and Non-Performing loan
is also increasing as well but in case of NABIL loan and advances is increasing but non-performing
loan is decreasing which shows efficiency of NABIL. Further it was observed that CD ratio of all
three banks were above 75% however ADBL has lower ratio compared to that to NABIL & GBIME
which have ratio above 77% but prescribed ratio by NRB is 80%.Net profit in other hand is also
increasing where NABIL is leading with highest profit earned compared to that of GBIME &
ADBL and ADBL’s Profit is increasing as well,GBIME in other hand has also increasing in
moderate level.

Hence increased NPL does not seen to be problem for banks regarding their Net Profit if they are
expanding their business so NPL alone cannot be considered as measuring rod for performance
of banking sector.



vi

TABLE OF CONTENTS

CONTENTS Page No.

Title page.

Certificate of authorship

Approval sheet

Recommendation letter

Acknowledgement

Table of contents

List of table

List of figure

Abbreviations

Abstracts

i

ii

iii

iv

v

vi

ix

x

xii

xiii

CHAPTER I: INTRODUCTION

Background of the study 1

Focus of the study 4

Statement of Problems 5

Purposes of the Study 7

Significance of the Study 7

Limitations of the study 9

Organization of the study 9

CHAPTER II: LITERATURE REVIEW

Introduction 11

Conceptual review 11



vii

Review of Relevant NRB Directives 13

Review of Books 14

Nepalese Publication 15

International Publication 15

Review of relevent articles,news,letters,journals 17

Review of thesis 19

CHAPTER III: RESEARCH METHODOLOGY

Research Design 28

Nature and Sources of Data 28

Population and Sample 29

Data Analysis Method 30

Financial Tools 30

Ratio Analysis 30

Statistical Tools 31

Trend Analysis 31

CHAPTER IV: DATA PRESENTATION AND ANALYSIS

Ratio Analysis 33

Loan & Advances to Total Assets 33

Loan & Advances to Total Deposit 35

Loan loss Provision to Total Loan & Advances 36

Non-Performing loan to Total Loan & Advances 38

Total Provision to Non-Performing Loan 39

Return on Loan & Advances 40

Correlation Analysis 42



viii

Correlation between loan loss provision and loan and advances 42

Correlation between loan loss provision and non-performing loan 43

Correlation between loan and advances to deposit 44

Trend Analysis 45

Trend Analysis of Loan & Advances 45

Trend Analysis of Loan Loss Provision 46

Trend Analysis of Non-Performing Loan 48

Regression Analysis 49

Regression Analysis ADBL 49

Regression Analysis GBIME 50

Regression Analysis NABIL 51

Major Findings 51

Major Findings of Trend Analysis 51

Major Findings of Ratio Analysis 52

Major Findings of Regression Analysis 53

CHAPTER V : Summary, Conclusion and Implications

Summary 53

Conclusions 55

5.2 Implications 55

REFERENCES

APPENDICES



ix

List of Tables

S.N Content Page

Loan & Advances to Total Assets 33
Loan & Advances to Total Deposit 35
Loan loss provision to Total Loan & Advances 37
Non Performing loan to Total Loan & Advances 38
Total provision to Non-Performing Loan 40
Return on Loan & Advamces 41
Correlation Between Loan loss Provision & Loan & Advances 42
Correlation Between Deposit & Loan & Advances 44
Trend Analysis of Loan & Advances 45
Trend Analysis of Loan loss Provision 47
Trend Analysis of Non Performing Loan 48



x
List of Figures

CONTENTS PAGE NO.

Figure 4.1 Percentage Loan & Advances to Total Assets 34

Figure 4.2 Loan & Advances to Total Deposit 36

Figure 4.3 Percentage of Non performing loan to loan & Advances 39

Figure 4.4 Return & loan & Advances 41

Figure 4.5 Correlation Between Loan loss Provision & Loan & Advances 43

Figure 4.6 Trend Analysis of Loan & Advances 47

Figure 4.7 Trend Analysis of Loan loss Provision 48



xi

ABBREVATIONS/ACRONYMS

ADBL : Agriculture Development Bank Limited

ADPA : Average Deposit Per Branch

AMC : Assets Management Company

ATM : Automated Teller Machine

BFIs : Bank and Financial Institutions

CAMEL: Capital Adequacy, Assets Quality management, Earning, Liquidity & Sensitivity

CAR: Capital Adequacy Ratio

CIB : Credit Information Bureau

CD : Cash to Deposit

CRR : Cash Reserve ratio

DSL : Deprived Sector loan

DRT : Debt Recovery Tribunal

DRA : Deposit from Rural Area

EBL : Everest Bank Limited

FEDAN: Foreign Exchange Dealers Association Of Nepal

GBIME: Global IME Bank Limited

GNDI : Gross National Disposable Income

HBL : Himalayan Bank Limited

IMF : International Monetary Fund

LAF : Loan to Agriculture and Forestry



xii

L/C : Letter of Credit

LLP : Loan Loss Provision

LRA : Loan to Rural Area

NPL : Non Performing Loan

NPA : Non Performing Assets

NABIL: Nabil Bank Limited

NCCB : Nepal Bangladesh Bank

NRB : Nepal Rastra Bank

RGDP : Real Gross Domestic Product

SCBNL: Standard Chartered Bank Nepal Limited

TA: Total Assets


