Financial Performance Analysis of
Nepal Bank Limited

Submitted by
ISHWOR RAJ ARYAL
Central Department of Management
Roll No: 349/2065-066
T.U. Reg. No. : 7-1-48-164-2002
Exam Roll No: 280257/067

Submitted to:
Office of the Dean
Faculty of Management
Tribhuvan University
Kirtipur, Kathmandu

In Partial Fulfillment of the Requirementsfor the Degree of

Master of Business Study (MBS)
September, 2012



RECOMMENDATION

Thisisto certify that the thesis:

Submitted by:
Ishwor Ra Aryal
Entitled:

"Financial Perfor mance Analysis of Nepal Bank Limited"

has been prepared as approved by this department in the prescribed format of
Faculty of management. Thisthesisisforwarded for examination.

Dr.ArunKumar Thakur  Prof. Dr. Bal Krishna Shrestha Prof. Dr. Dev Raj Adhikari
Thesis supervisor Chairman, Research Committee Head

Central Department of Management



VIVA-VOCE SHEET
We have conducted the Viva-voce examination of the thesis submitted
By
Ishwor Rgj Aryal
Entitled

“Financial Performance Analysis of Nepal Bank Limited”~
And found the thesis to be original work of the student written according of the

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

the requirements for the Master's Degree in Business Studies (MBS).

Viva-Voce Committee

Chairman, Research committee

Member (Thesis Supervisor)

Member (External Expert)

Head of Department

Date: o



DECLARATION

| hereby declare that the work reported in this report entitled " Financial
Performance Analysis of Nepal Bank Limited " submitted to office of
the dean, Faculty of management, Tribhuvan University is my original work done
in the form of practical fulfillment of the requirement for the Master's Degree in
Business Studies (MBS) under the supervisor of Dr. Arun Kumar Thakur
Tribhuvan University.

Ishwor Rgj Aryal

Centra department of management
Tribhuvan University

T.U.Regd.: 7-1-48-164-2002

Exam Roll No:280257

Date:-



Acknowledgement

This thesis is prepared to fulfill the partial requirements for the Master's Degree in
Business Studies (MBS), Tribhuvan University, Nepal. Since, it involves intensive study
and analysis of the related subjects; it is very effective for the students in skill
development as well as career enhancement. This thesis has come in this shape not by the
sole effort of me but by the contribution of many individuals and ingtitutions. | am very
much grateful to all those people and institutions that helped in completing this thesis
directly and indirectly. Basicaly this thesis shows the 'Financial Performance Analysis of
Nepal Bank Limited'.

| am indebted to my thesis advisory Dr.Arun kumar Thakur, lecture of central department
of management Tribhuvan University,for providing me valuable inspiration and keen

help in preparing and completing this research. | am always motivated from him.

| wish to express my heartly gratitude to Prof. Dr Bal Krishna Shrestha,research head of
central department of management, Prof. Dr. Dev Ra Adhikari, department head, Mr.
Mukunda Pd. Rimal, admimistrator, and Mr. Rishi Rgj Dawadi, chief administrator and

al administrative body of this department for their co-operation as well.

| am very thankful to the staff of Nepal bank limited for their kind support in preparing
this work. | am also grateful to my family and all other friends who helped me in
providing information in preparing this work

Lastly, | am very thankful to al others who helped and gave valuable suggestion at any

time during my field work.

Ishwor Raj Aryal



TABLE OF CONTENTS

Page
ReCOMMENdatioN ... e e I
ViIVEVOCE ShEBL... .. I
DECIArAtION. .. ... e 1
Acknowledgement..........c.coevii i e e TV
Table Of CONLENTS. .. ...t e e Vv
List Of Tables. .. ... VIl
LiSt Of FIQUIES. ... et re e I X

N od (011 101 TP 4

CHAPTER

| INTRODUCTION. .. ittt e s se e seeseeeeeeeese e ssesnennes 0 1712
1.1 Background of the Study..........ccooiiiin i e 1
1.1.1 Introduction of BankK. ..o 2
1.1.2 Emergence of commercial bank in the economy.............c.ccoovivienn ... 4
1.2 FOCUS Of the SEUY........eeiiieiiecee et 7
1.3 Statement of Problem..........coo 8

1.4 Objective Of the StUAY ... e 9

\



1.5 Significant of thestudy..........cooor i 9
1.6 Limitation of the Study...........ccooiiiiii i 10
1.7 Organization of the StUAY ... ... e e e 10
Il REVIEW OF LITERATURE. ... e e 13-36
2.1C0NCEPLUAL TEBVIEBW ...t i e e e e e e e e e e e e 13
2.1.1 Concept of financial performance analysis........ccccccvvvceevcieeceecieennes . 13
2.1.2 Objective of financial performance analysis.......ccccccceevivieiiennnnn, 17

2.1.3 Types of performance analysis.............ooviiiiiiiiieniere e e 19
2.1.4 Stepsin performance anNalyYSIS.......coovvecieeieeeiiee et 19
2.1.5 Tools and techniques of performance analysis.............ccccoovvev i, 20
2.2 Review of journal and articles..............cov e 23
2.3 Review of previous thesis ..........cvvviiiiiii i 28
[1l RESEARCH METHODOLOGY ......ccoviiiiiiiiiiiiiie e e, S-4T
3.1 RESEACN AESION. ... e 37
3.2 Population and sample.........ccoviii it e e ST
3.3 Nature and source of data.............cooeiii i e e 38
3 A Method Of ANAYSIS.......eeeieece e e 38
4.1 FINANCIAl TOOIS.......coouiiiieieeie e e 38

342 StAISCA t00IS. ..ot e .. A4

VI



IV PRESENTATION AND ANALYSISOFDATA........civiivive..... 48-85
4.1 FINANCIAl tOOIS ..ot e e e e e 48

4.1.1 Liguidity ratio .....ooveveiiee e e e e e e 48
4.1.2. Profitability ratio ..........ccooeiiiii e D3
4.1.3LeVarageratio.......ccuvuviriiiin i e s DO

4.1.4 Assets management ratio ..........ocevvviiiiii s s, O3
4.1.5 Analysis of assets COmMpPOSItioN ............ccvvvvviievievieesieessieesieessieesna e 10
4.1.6 Analysis of fund collection and mobilization................cccccceevveeeeenn. 73
4.2, StALISHICAl TOOIS.......eiieieeeiieeie e e 74
4.2.1 Coefficient of correlation analysis ......... .o 74
A.2.2 TreNd @NAlYSIS.....cccveiieeieeiie s see st e et e e et e e ene e nnee s 78
4.3 Major findings of the Study...........coceriiir i 81
V SUMMARY, CONCLUSION ABD RECOMMENDATIONS......... 84-89

ST S 11010 07 YRR 84
5.2 CONCIUSIONS......couiiieieeiieete ettt en e 86

5.3 RECOMMENUELIONS. ...t e e e e e e eeee e 87

Bibliography
Appendix

VI



LIST OF TABLES

Table 4.1 Current assets and current Habilities ... 49
Table 4.2 Cash and bank balance and total deposit ..........ccccceccvevveeeee e, 50
Table 4.3 NRB balance and total deposit...........cccceieeiiieniineninrie e 52

Table 4.4 Net profit and total assets ............ccovei i D3
Table 4.5 Net profit and shareholders equity...............cccceevievicevieviceviene. 95
Table 4.6 Net profit and loan and advance.............cccccevceeveecee e, 56
Table 4.7 Net profit and total deposit .........ccceiieiiiiiiin e 58
Table 4.8 Total debt and total assets ................cc i 99

Table 4.9 Tota debt and shareholders equity.........cccocveveevieciee v, 61
Table 4.10 Shareholders equity and total assetsS .......cccveveevceeve v, 62
Table 4.11 Total investment and total deposit.............ccccvivvieviinicnvciscenne. 64
Table4.12 Total investment and total asSetS...........ccocereereeieeneereereeee e 65
Table 4.13 Loan and advance and total aSSetS..........ccccovverereeieneneeceeseses 67
Table 4.14 Loan and advance and total deposit..........cccccvvceeveevceevin s 68
Table4.15 Summarized table..........coooiiiiiie e 70
Table 4.16 ASSEtS COMPOSITIONS........ceeiiriiierieeiee e e siee e s s sre s see e eees 71
Table 4.17 Fund collection and mobilization..............c.cooeiiiinieninieeee, 73
Table 4.18 Correlation between total deposit and total investment................... 76
Table 4.19 Correlation between total deposit and loan and advance.................. 77
Table 4.20 Correlation between total deposit and net profit..........cccocceeeeeviennee. 78
Table 4.21 Trend value of total depoSit..........cccvevevivieiie e 79
Table 4.22 Trend value of Net Profit..........cccceeeeiie i 80



LIST OF FIGURES

FIQUIrE 4.1 CUITENt FaliOS......c.eeeieeiieeciee et e see ettt e e st e e snee e 49
Figure 4.2 Cash and bank balance to total deposit ratio...........cceecveveeveervennnen. 51
Figure 4.3 NRB balance to total deposit ratio.........cccccevvvvicniccnicniiie e e, 92
Figure 4.4 RetUIN ON @SSELS. ... .viviie i e eerieesee e e see e see e e e e e ns 54
Figure 4.5 RetUrN ON €QUILY........cceeiieiiie ettt eee e s 55
Figure 4.6 Return on loan and advance ratio...........cccccevceeiieeieencn e 57
Figure 4.7 Return on total deposit ratio.........ccovevvieeieniie e 58

Figure 4.8 Debt ratio...........cccovei i iii i esessneeneenee. 00

Figure 4.9 Debt equity ratio...........ooui i 61
Figure4.10 Shareholders equity to total assetsratio........coccvveeeievvceniieiieeens 63
Figure 4.11 Investment to total deposit ratio.........cceeveerceeeiiriiinneeee e 64

Figure 4.12 Investment to total assets ratio...............ccccevvvvicvceviecviesenen.. 00

Figure 4.13 Loan and advance to total assets ratio...............cccccecvceevcvenenn,. 67

Figure 4.14 Loan and advance to total deposit ratio..........ccceveerceeieenienivenninnns 68
Figure 4.15 ASSEtS COMPOSITIONS........cceeieriieeiieesieesiee e esres e ssee e sresseeesseeas 72
Figure 4.16 Fund collection and mobilization.............ccccccceviviiie e 74
Figure 4.17 Trend value of total deposit..........ccceevevveevie e 79
Figure 4.18 Trend value of net Profit..........ccceeveeniiiin i, 81



A. D.
Bok
Bs
BVPS
EBL
FY
HBL

Ltd.
MVPS
NABIL
NBB
NBL
NGBL
NIBL
NRB
P/IE

PE

RBB
ROA
ROE

ACRONYMS

Anno domoni
Bank of Kathmandu
Bikram sambet
Book value per share
Everest bank limited
Fiscal year
Himalayan bank limited
That is
Limited
Market value per share
Nepal Areb bank limited
Nepal Bagledesh bank limited
Nepal bank limited
Nepal grindlays bank limited
Nepal investment bank limited
Nepal Rastra bank
Price earning
Probable error
Correlation coefficient
Coefficient of determination
Rastriya banijya bank
Return on assets
Return on equity

XI



SBI
SCBNL
SE
TU

%

State bank of India
Standard chartered bank
Standard error
Tribhuvan university
And

Percentage

Xl



