
Loan Management of Everest bank Limited and
Himalayan Bank Limited

A THESIS
SUBMITTED BY

Kamal Bahadur Shrestha
Patan Multiple campus

T.U. Registration No.  7-1-22-449-97
Campus Roll No. 46/060

Exam Roll No. 220204/066

Submitted to :
Office of the Dean

Faculty of Management
Tribhuvan University

In Partial fulfillment of the requirement of the degree of
Masters of Business Studies (M.B.S)

Patan Dhoka,Lalitpur

May, 2011



RECOMMENDATION

This is to certify that the thesis

Submitted by

Kamal Bahadur Shrestha
T.U. Registration No.  7-1-22-449-97

Entitled

Loan Management of Everest bank Limited and

Himalayan Bank Limited

has been prepared as approved by this Campus in the prescribed format of faculty

of Management. This thesis is forwarded for examination.

…………………….. …….………………. ………………..……

Mr. Bishnu Gopal Khimbaja Mr. Bishnu Gopal Khimbaja Mr. Babu Ram Singh Thapa

(Supervisor) (Co-ordinator M.B.S programme) Asst. Campus Chief

Date : …………………….



VIVA-VOCE SHEET

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

Kamal Bahadur Shrestha

T.U. Registration No.  7-1-22-449-97

Entitled

Loan Management of Everest bank Limited and

Himalayan Bank Limited

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

prescribed format of Faculty of Management, Tribhuvan University. We

recommended the thesis to be accepted as partial fulfillment of the requirements

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 hereby declare that the work reported in this project entitled " A Study on

Loan Management of Everest bank Limited and Himalayan Bank Limited”

submitted to the Office of Dean, Faculty of Management, Tribhuvan University is

my original work done in the forms of partial fulfillment of the requirement of

Master of Business Studies (MBS).

May, 2011

Kamal Bahadur Shrestha

Researcher

Patan Multiple Campus

T.U. Registration No.  7-1-22-449-97



ACKNOWLEDGEMENTS

It is with great pleasure that I would like to extend my sincere gratuity to

my respected supervisor Mr. Bishnu Gopal Khimbaja of  Patan Multiple Campus,

Patandhoka, Lalitpur  for his cordial co-operation, continues supervision and

inspiration without which this dissertation would not have completed. His

intellectual guidance continually inspired me to complete this thesis.

I am also thankful towards Himalayan Bank Limited and Everest Bank

Limited. I am also grateful to staff of ‘Patan Multiple Campus’,Faculty of

Management and Tribhuvan university Central library for their kind co-operation

during my study period.

At last, regardless of the source I wish to express my gratitude to my

friends  who inspire and support me and to those who may have contributed to this

work, even though anonymously.

Kamal Bahadur Shrestha

Researcher



TABLE OF CONTENTS PAGE

Recommendation
Viva-voce Sheet
Declaration
Acknowledgement
Abbreviation
Table of contents
List of Figures
List of Table

CHAPTER 1: INTRODUCTION

1.1 Background of the study 1

1.2 A brief Profile of the Banks 6

1.3 Statement of the Problem 10

1.4 Objectives of the study 11

1.5 Significance of the study 11

1.6 Limitation of the study 12

1.7 Organization of the study 13

CHAPTER 2: REVIEW OF THE LITERATURE

2.1 Conceptual Review 15

2.2 Review of NRB Directives 51

2.3 Review of Journals and Articles 62

2.4 Review of Thesis 69

2.5 Research Gap 77

CHAPTER 3: RESEARCH METHODOLOGY

3.1 Research Design 78

3.2 Population and Sample Selection 79

3.3 Sources of Data 80

3.4 Data collection procedures 81

3.5 Method of Data Analysis 81

3.5.1 Financial Tools 82

3.5.2 Statistical Tools 84



3.5.3 Trend Analysis 85

CHAPTER 4: DATA PRESENTATION AND ANALYSIS

4.1 Measurement of Liquidity Position 87

4.1.1 Current Ratio 87
4.1.2 Liquidity Fund to Current Liability Ratio 89
4.1.3 Liquid Fund to Total Fund Ratio 90

4.2 Measurement of the Lending Strength 90

4.2.1 Total Assets to Total Liabilities Ratio 91

4.2.2 Loan and Advances to Total Deposit Ratio 92

4.2.3 Loan and Advances and investment to Total deposit Ratio 93

4.2.4 Loans and Advances to shareholder equity 94

4.3 Analysis of Lending Efficiency and Contribution in total

Profitability 95

4.3.1 Interest Income to total Income Ratio 95
4.3.2 Interest Expenses to Total Deposit Ratio 97
4.3.3 Interest Income to Interest Expenses Ratio 98

4.4 Analysis of Growth Ratio 99

4.4.1 Growth Ratio of Total Deposit 100

4.4.2 Growth Ratio of Loans and Advance 101

4.4.3 Growth Ratio of Total Investment 102

4.4.4 Growth Ratio of Net Profit 103

4.5 Statistical Analysis 104

4.5.1 Correlation Coefficient Analysis 104

4.5.1.1Correlation Coefficient between Deposit and Loans                105

4.5.1.2Correlation Coefficient between Total Investment and Loans and

Advance 105

4.5.1.3 Correlation Coefficient between Total Income and Loans and

Advances 106

4.5.1.4 Correlation Coefficient between Interest Income and Net

profit 107



4.5.2 Trend Line Analysis 108

4.5.2.1 Trend Line Analysis of Total Deposit 108

4.5.2.2 Trend Line Analysis of Loan and Advances 110

4.5.2.3 Trend Line Analysis of Investment 111

4.5.2.4 Trend Line Analysis of Net Profit 112

4.6 Major Findings of the study 113

CHAPTER 5: SUMMARY, CONCLUSION AND  RECOMMENDATIONS

5.1 Summary 117

5.2 Conclusion 120

5.3 Recommendation 121

BIBLIOGRAPHY
ANNEXES



LIST OF TABLES

Table Title Page

1.2 Capital Structure 6

2.2 Bankwise Black listed Borrowers and amount dew 66

3.1 Lists of Commercial Banks in Nepal 79

4.1 Current Ratio 88

4.2 Liquid Fund to Current Liability Ratio 89

4.3 Liquid Fund to Total Deposit Ratio 90

4.4 Total Assets to Total Liability Ratio 91

4.5 Loans and Advances to Total Deposit Ratio 93

4.6 Loans and Advances and Investment to Total Deposit Ratio 94

4.7 Loans and Advances to Shareholder Equity 95

4.8 Interest Income to Total Income Ratio (%) 96

4.9 Interest Expenses to Total Income Ratio (%) 97

4.10 Interest Income to Interest Expenses Ratio (%) 98

4.11 Growth Rate of Total Deposit 100

4.12 Growth Rate of Loan and Advances 101

4.13 Growth Rate of Total Investment 102

4.14 Growth Ratio of Net profit 103

4.15 Relationship between Deposit and Loan 105

4.16 Relationship between Total Investment and Loan and Advance 106

4.17 Relationship between Total Income and Loan and Advance 107

4.18 Relationship between Interest Income and Net Profit 107

4.19 Trend Line Analysis of Total Deposit 109

4.20 Trend Line Analysis of Total Investment and Loan and Advances of

HBL and HBL 110

4.21 Trend Line Analysis of Investment 111

4.22 Trend Line Analysis of Net Profit 112



LIST OF FIGURES

Figure No.  Title Page

2.1 Functions of a Bank 3

4.1 Growth Trend of Deposit 100

4.2 Growth Trend of Loan and Advances 101

4.3 Growth Trend of Total Investment 102

4.4 Growth Trend of Net Profit 103

4.5 Trend Line Analysis of Total Deposit 109

4.6 Trend Line Analysis of Loan and Advances 110

4.7 Trend Line Analysis of Investment 111

4.8 Trend Line Analysis of Net Profit 113



ABBREBVIATION

ATM: Automated Teller Machine

BOD : Board of Directors

BOK : Bank of Katmandu

CBs : Commercial Banks

EBL : Everest Bank Limited

FDR : Fixed Deposit Receipts

FINCOOPS : Companies- financial Cooperatives Financial

FNGOS : Non-government organizations

FY : Fiscal Year

GDP : Gross Domestic Product

HBL : Himalayan Bank limited

i.e. : That is

LBL : Lumbini Bank Limited

Ltd. : Limited

NABIL : Nepal Arab Bank Limited

NBBL : Nepal Bangladesh Bank Limited

NBL : Nepal Bank Limited

NCCBL : Nepal Credit and Commerce Bank Limited

NGO : Non-governmental organization

NIBL : Nepal Investment Bank Limited

NICBL : Nepal Industrial & Commercial Bank Limited



NRB : Nepal Rastra Bank

NSBIBL :Nepal State Bank of India Bank Limited

NEPSE :Nepal Stock Exchange Limited

NSBI : Nepal SBI

PNB : Punjab National Bank

RBB : Rastriya Banijya Bank Limited

Rs : Rupees

SCBNL : Standard Chartered Bank Nepal Limited


