
III

A COMPARATIVE STUDY ON INVESTMENT POLICY OF

COMMERCIAL BANKS IN NEPAL

(With reference to Bank of Kathmandu and Standard Chartered Bank Nepal Limited)

A Thesis

Submitted By:
Shashi Bhushan Gupta

Roll No.: 103/064
TU Registration No.: 7-1-15-543-2002

Hari Khetan Multiple Campus
Birgunj

Submitted to:
Office of the Dean

Faculty of Management
Tribhuvan University

In partial fulfillment of the requirements for the degree of
Master in Business Studies [M.B.S.]

Birgunj, Parsa
June, 2011



IV

RECOMMENDATION

This is to certify that the Thesis

Submitted by

Shashi Bhushan Gupta

Entitled
A COMPARATIVE STUDY ON INVESTMENT POLICY OF

COMMERCIAL BANKS IN NEPAL

With reference to Bank of Kathmandu and Standard Chartered Bank Nepal
Limited has been prepared as approved by this Department in the prescribed
format of Faculty of Management. This thesis is forwarded for examination.

…………………………..……                         ……………………..…………
Rambabu Prasad Chaurasiya Shambhu Prasad Chaurasiya

(Supervisor) (Head of Research Committee)

………………...…………………
Dr. Bhagwan Prasad Yadav

(Campus Chief)



V

VIVA-VOCE SHEET

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

Mr. Shashi Bhushan Gupta

Entitled

“A COMPARATIVE STUDY ON INVESTMENT POLICY OF

COMMERCIAL BANKS IN NEPAL”

With reference to Bank of Kathmandu and Standard Chartered Bank Nepal Limited and
found the thesis to be 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 the degree of Master in Business Studies
(M.B.S.).

Viva-Voce Committee:

Head, Research Committee : ……………………………..

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

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

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

Date: …………………….........



VI

DECLARATION

I hereby declare that the work reported in this thesis entitled “A
Comparative Study on Investment Policy of Commercial Banks in

Nepal with reference to Bank of Kathmandu and Standard Chartered

Bank Nepal Limited” submitted to office of the dean, Faculty of

Management, Tribhuvan University is my original work done in the form of

partial fulfillment of the requirement for the degree of Master in Business

Studies (M.B.S.) under the supervision and guidance of my thesis supervisor

Mr. Rambabu Prasad Chaurasiya,, Hari Khetan Multiple Campus, Tribhuvan

University.

…………………………
Shashi Bhushan Gupta

Researcher

TT..UU.. RReeggiissttrraattiioonn NNoo..:: 77--11--1155--554433--22000022

CCaammppuuss Roll NNoo..:: 110033//006644

Hari Khetan Multiple Campus

Birgunj, Parsa



VII

ACKNOWLEDGEMENTS

I extend my sincere gratitude to Mr. Rambabu Prasad Chaurasiya; supervisor,

Hari Khetan Multiple Campus whose valuable guidance, suggestions, timely

supervision and cooperation added strength to complete this thesis.

This thesis has also been influenced by a number of standard and popular

textbooks, journals, articles etc. As far as possible, they have been duly

acknowledged at the appropriate places. I am thankful to all of them. I am very

grateful to my friend Mr. Dipendra Chaudhary for his continuous encouragement,

and cooperation even in the period of hard times. I am especially indebted to my

elder brother Mr. Dayanidhi Gupta for their kind co-operation and support during

the research period. I shall be remiss in my duty if I do not thank the courteous

staff of BOKL & SCBNL for their help in providing the necessary secondary data.

I also like to express my thanks to those personalities and all those friends who are

directly and indirectly involved in conducting this research and are associated with

me in different capacities for their help, suggestion and encouragement.

SHASHI BHUSHAN GUPTA

TT..UU.. Registration NNoo..:: 77--11--1155--554433--22000022

CCaammppuuss RRoollll NNoo..:: 110033//006644

Hari Khetan Multiple Campus

Birgunj, Parsa

May 2011



VIII

TABLE OF CONTENTS

Page No.
Recommendation I
Viva-Voce Sheet II
Declaration III
Acknowledgement IV
Table of Contents V
List of Tables VII
List of Figures VIII
Abbreviations IX

CHAPTER I: INTRODUCTION 1

1.1 Background of the Study 1
1.2 Focus of the Study 3
1.3 Statement of the Problem 4
1.4 Objectives of the Study 5
1.5 Need of the Study 5
1.6 Significance of the Study 6
1.7 Limitation of the Study 7
1.8 Organization of the Study 7

CHAPTER II: REVIEW OF LITERATURE 9

2.1 Review of Conceptual Framework 9
2.2 History of Banking 9
2.3 Features of Sound Lending and Investment Policy 11
2.4 Meaning of Some Important Terminology 13
2.5 Review of Books and Journals 17
2.6 Review of Thesis 22

CHAPTER III: RESEARCH METHODOLOGY 28

3.1 Introduction 28
3.2 Research Design 28
3.3 Population & Sample 29
3.4 Source of Data 29



IX

3.4.1 Data Collection Procedures 30
3.4.2 Methods used 30

3.5 Analysis and Presentation of Data 30
3.5.1 Financial Tools 31

3.5.1.1 Liquidity Ratios 31
3.5.1.2 Assets Management Ratios 33
3.5.1.3 Profitability Ratios 34
3.5.1.4 Debt Management Ratios 37
3.5.1.5 Growth Ratios 38

3.5.2 Statistical Tools 38
3.5.2.1 Karl Pearson's Correlation Co-efficient Analysis 38
3.5.2.2 Trend Analysis 39

CHAPTER IV: DATA PRESENTATION AND ANALYSIS 40

4.1 Data Presentation and Analysis 40
4.1.1 Financial Analysis 40

4.1.1.1 Analysis and Interpretation of Liquidity position 41
4.1.1.2 Analysis of Asset Management Position 45
4.1.1.3 Analysis of Profitability Position 51
4.1.1.4 Analysis of Debt Management Position 58
4.1.1.5 Analysis of Interpretation of Growth Ratio 61

4.1.2 Statistical Analysis 65
4.1.2.1 Coefficient of Correlation Analysis 65
4.1.2.2 Trend Analysis 69

4.2 Major Findings 77

CHAPTER V: SUMMARY, CONCLUSION AND
RECOMMENDATION 87
5.1 Summary 87
5.2 Conclusions 90
5.3 Recommendation 94

5.3.1 Investment Priority in Rural Sectors 94
5.3.2 Mobilizing Deposits in Productive Sectors/Projects 94
5.3.3 Involving Foreign Investors for National Development 95
5.3.4 Better Liquidity Position 95
5.3.5 Investment in Government Securities 95
5.3.6 Government Rules and Regulations Regarding

Investment 95
5.3.7 Playing Merchant Banking Role 96



X

5.3.8 Emphasis on Nepalese Degree Holders 96
5.3.9 Loan Recovery Policy 96

BIBLIOGRAPHY
APPENDIXES

LIST OF TABLES

Table No. Titles Page No.
4.1 Current ratio 41
4.2 Investment on Government Securities to Current Asset Ratio 43
4.3 Cash and Bank balance to Current Asset Ratio 44
4.4 Cash and Bank balance to Total Deposit Ratio 45
4.5 Loan and Advance to Total Working Fund Ratio 46
4.6 Loan and Advance to Total Deposit Ratio 47
4.7 Total Investment to Total Deposit Ratio 48
4.8 Investment on Government Securities to Total Working Fund Ratio 49
4.9 Loan Loss Ratio 50
4.10 Return on Loan and Advance Ratio 51
4.11 Return on Total Assets Ratio 52
4.12 Return on Equity Ratio 53
4.13 Total Interest Earned to Total Asset Ratio 54
4.14 Total Interest Paid to Total Working Fund Ratio 55
4.15 Total Interest Earned to Total Operating Income Ratio 56
4.16 Earning per Share 56
4.17 Dividend per Share 57
4.18 Debt Ratio 58
4.19 Debt Equity Ratio 59
4.20 Interest Coverage Ratio 60
4.21 Growth Ratio of Total Deposit 62
4.22 Growth Ratio of Total Investment 63
4.23 Growth Ratio of Loan and Advances 63
4.24 Growth Ratio of Net Profit 64
4.25 Coefficient of Correlation between Deposit and Loan and Advances 66
4.26 Coefficient of Correlation between Deposit and Total Investment 67
4.27 Coefficient of Correlation between Total Asset and Net Profit 68
4.28 Trend Values of Total Deposit 70
4.29 Trend Values of Loan & Advances 72
4.30 Trend Values of Total Investment 73
4.31 Trend Values of Net Profit 75



XI

LIST OF FIGURES

Figure No. Page No.

7 – A Trend Values of Total Deposit (line chart) 71
7 – B Trend Values of Loan and Advances (line chart) 72
7 – C Trend Values of Total Investment (line chart) 74
7 – D Trend Values of Net Profit (line chart) 76



XII

ABBREVIATIONS

A/C - Account
ADB - Agricultural Development Bank
ATM - Automatic Teller Machine
BOKL - Bank of Kathmandu Limited
BS - Balance Sheet
CA - Current Assets
CAMEL - Capital, Assets Quality, Management, Earnings, Liquidity
CV - Co-efficient of Variation
DPS - Dividend per share
EBIT - Earning Before Interest & Taxes
EPS - Earning per Share
FY - Financial Year
HBL - Himalayan Bank Limited
ICR - Interest Coverage Ratio
JVBS - Joint Venture Banks
LTD - Limited
NABIL - Nepal Arab Bank Limited
NB Bank - Nepal Bangladesh Bank
NBL - Nepal Bank Limited
NCC - Nepal Credit & Commerce
NEPSE - Nepal Stock Exchange
NGBL - Nepal Grindlays Bank Limited
NPA Non-Performing Assets
NRB - Nepal Rastra Bank
P&L - Profit & Loss
PER - Probable of Error
RBB - Rastriya Banijya Bank
ROA - Return on Assets
ROE - Return on Equity
SBI - State Bank of India
SCBNL - Standard Chartered Bank Nepal Limited
SD - Standard Deviation
SWIFT - Society for Worldwide Interbank Financial Telecommunication


