
A STUDY ON THE PERFORMANCE OF INVESTMENT IN COMMON
STOCK INCLUDING RISK AND RETURN ANALYSIS OF THE

LISTED COMMERCIAL BANKS
(With Special Reference to listed Commercial Banks in NEPSE)

By
MURARI KOIRALA
Shanker Dev Campus

Campus Roll No. 110/063
T.U. Regd. No: 7-1-7-829-97

A Thesis Submitted to:
Office of the Dean

Faculty of Management
Tribhuvan University

In partial fulfillment of the requirement for the degree of
Master of Business Studies (MBS)

Kathmandu, Nepal
January 2011



RECOMMENDATION

This is to certify that the thesis

Submitted by:

MURARI KOIRALA

Entitled:

A STUDY ON THE PERFORMANCE OF INVESTMENT IN COMMON
STOCK INCLUDING RISK AND RETURN ANALYSIS OF THE

LISTED COMMERCIAL BANKS
(With Special Reference to listed Commercial Banks in NEPSE)

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

the Faculty of Management. This thesis is forwarded for examination.

……..………..……………….. ........…………..……….….……… ……………..………………….

Shashi Kanta Mainali Prof. Bishweshor Man Shrestha Prof. Dr. Kamal Deep Dhakal

(Thesis Supervisor) (Head, Research Department) (Campus Chief)

……………..………………….

Rabindra Bhattarai

(Thesis Supervisor)



VIVA-VOCE SHEET

We have conducted the viva –voce of the thesis presented

By

MURARI KOIRALA

Entitled:

A STUDY ON THE PERFORMANCE OF INVESTMENT IN COMMON
STOCK INCLUDING RISK AND RETURN ANALYSIS OF THE

LISTED COMMERCIAL BANKS
(With Special Reference to listed Commercial Banks in NEPSE)

And found the thesis to be the 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 of Business Studies (MBS)

Viva-Voce Committee

Head, Research Department …………………….………

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

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

Member (External Expert) …………………….………



DECLARATION

I hereby declare that the work reported in this thesis entitled “A Study on The

Performance of Investment In Common Stock Including Risk And Return

Analysis of The Listed Commercial Banks (With Special Reference to

listed Commercial Banks in NEPSE)” 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 of

Business Studies (MBS) under the supervision of Shashi Kanta Mainali and

Rabindra Bhattarai of Shanker Dev Campus, T.U.

..………….….……………………

Murari Koirala

Shanker Dev Campus

Campus Roll No. 110/063

T.U. Regd. No: 7-1-7-829-97



ACKNOWLEDGEMENT

This thesis entitled, “A Study on The Performance of Investment in Common

Stock Including Risk and Return Analysis of the Listed Commercial Banks”

has been completed under the supervision/guidance of honorable advisor

lecturer Rabindra Bhattarai and Shashikanta Mainali. Their valuable

suggestions, comments, continuous inspiration, worthy time paying to me, even

in busy schedule are key instruments of this study to be in this form in time. So

at first I would like to express my sincere gratitude and obligation to my

honorable advisor.

I would like to respect all the professors, lecturers as well as administrators,

librarian of SDC, TU on their creative suggestions and help in course of my

study.

Many people including my friends have contributed directly and indirectly for

the successful completion of this thesis. I wish to extend heartiest thanks and

gratitude for their kind help, support and encouragement. My special thanks go

to my brother Mr. Bhim Prasad Koirala for his great support on preparing this

thesis as it is in this form.

Finally I am alone responsible for errors, deficiencies and apologize for any of

them committed that is remained in this work.

Murari Koirala



TABLE OF CONTENTS
Recommendations

Viva-Voce Sheet

Declarations

Acknowledgement

Table of Contents

List of Tables

List of Figures

Abbreviations

Page No.

CHAPTER – I INTRODUCTION

1.1 Background of the Study 1

1.2 Statement of the Problem 7

1.3 Significance of the Study 10

1.4 Objective of the Study 11

1.5 Limitation of the Study 11

1.6 Organization of the Study 12

CHAPTER – II REVIEW OF LITERATURE

2.1 Conceptual Framework 14

2.1.1 Meaning of Capital Market 14

2.1.2 Types of Capital Market 15

2.1.3 Meaning of Common Stock 16

2.1.4 Meaning of Risk and Return 17

2.1.5 Theories and Approaches of Stock Price Behavior 22

2.1.6 Stock Exchange 39

2.1.7 Security Market 40

2.1.8 Security Board of Nepal 43

2.2 Review of Journal and Articles 44

2.3 Review of Thesis 49



CHAPTER – III RESEARCH METHODOLOGY

3.1 Research Design 62

3.2 Population and Sample 63

3.3 Sources of Data 68

3.4 Data Collection Procedure 69

3.5 Data Processing Procedure 69

CHAPTER – IV DATA PRESENTATION AND ANALYSIS

4.1 A Glimpse of Stock Market Trading 46

4.2 Behavior of NEPSE Index 77

4.3 NEPSE Market 78

4.4 Present Situation of Stock Market In Nepal 80

4.5 Number of Listed Companies in NEPSE 80

4.6 Analysis of Common Stock in Sample Banks 82

4.6.1 Analysis of Market Price per Share (MPS)

of SCBNL, Nabil BL and HBL 82

4.6.2 Analysis of Earning Price per Share (EPS)

of SCBNL, Nabil BL and HBL 84

4.6.3 Analysis of Cash Dividend per Share

of SCBNL, Nabil, BL and HBL 86

4.6.4 Analysis of P/E Ratio of SCBNL, Nabil BL and HBL 88

4.6.5 Return, Risk, CV, Co-Variance, Beta Evaluation Analysis 90

4.7 Systematic and Unsystematic Risk 91

4.7.1 Systematic Risk 91

4.7.2 Unsystematic Risk 92

4.7.3 Systematic and Unsystematic Risk of SCBNL with Market 92

4.7.3.1 Proportion of Systematic and Unsystematic Risk 92

4.7.4 Systematic and Unsystematic Risk of Nabil BL with Market 93

4.7.4.1 Proportion of Systematic and Unsystematic Risk 93

4.7.5 Systematic and Unsystematic Risk of HBL with Market 93

4.7.5.1 Proportion of Systematic and Unsystematic Risk 94



4.8 Portfolio Analysis 95

4.8.1 Analysis of Risk Diversification 96

4.8.1.1 Portfolio of Stocks SCBNL (S) and Nabil BL (N) 96

4.8.1.2 Portfolio of Stocks Nabil BL (N) and HBL (H) 98

4.8.1.3 Portfolio of Stocks SCBNL (S) and HBL (H) 100

4.9 Major Findings of the Study 102

CHAPTER –V   SUMMARY, CONCLUSION AND
RECOMMENDATION

5.1 Summary 105

5.2 Conclusion 106

5.3 Recommendations 107

Bibliography

Appendices

Banks

Units



LIST OF TABLES

Table No. Title Page
No.

4.1 Monthly Closing NEPSE Index 77

4.2 NEPSE Index & Annual Return 79

4.3 Number of Listed Company in NEPSE 80

4.4 Market Price per Share 82

4.5 Earning Per Share 84

4.6 Dividend per Share 86

4.7 P/E Ratio 88

4.8 Stocks; Return, Risk, Beta of SCBNL, Nabil BL, HBL 90

4.9 Systematic Risk and Unsystematic Risk 94

4.10 Portfolio Risk and Return 102



LIST OF FIGURES

Figure No. Title Page No.

4.1 Monthly Closing NEPSE Index 78

4.2 NEPSE Index 79

4.3 Number of Listed Company in NEPSE 81

4.4 Market Price per Share 84

4.5 Earnings per Share 86

4.6 Dividend per Share 88

4.7 P/E Ratio 89

4.8 Statistical Measurement of Companies 91

4.9 Systematic and Unsystematic Risk 95



ABBREVIATION

BVPS : Book Value per Share

C.S. : Common Stock

CAPM : Capital Assets Pricing Model

CP : Closing Price

DPS : Dividend Price per Share

FY : Fiscal Year

HBL : Himalayan Bank Limited

Ltd. : Limited

M.B.S. : Master of Business Studies

MPS : Market Price Per Share

Nabil BL : Nabil Bank Limited

NEPSE : Nepal Stock Exchange

P/E Ratio : Price earnings Ratio

S.D. : Standard Deviation

SCBNL : Standard Chartered Bank Nepal Ltd.

SDC : Shankar Dev Campus

SEBO/N : Security Exchange Board of Nepal

T.U. : Tribhuvan University


