
A Study on

Investment Policy
of

Commercial Banks of Nepal
(A Comparative Study of Nepal SBI Bank Ltd. & Everest Bank Ltd.)

Submitted By:

Sudeep Narsingh Raymajhi
Shanker Dev Campus

T.U. Regd. No. 7-2-439-19-2003

Campus Roll No.:- 1831/063

A Thesis Submitted to:

Office Of the Dean

Faculty of Management

Tribhuvan University

In Partial Fulfillment of the Requirements for the Degree of

Master of Business Studies (MBS)

Shanker Dev Campus

Putalisadak , Kathmandu

March, 2010



RECOMMENDATION

This is to certify that the thesis:

Entitled

A STUDY ON INVESTMENT POLICY OF COMMERCIAL BANKS OF NEPAL

(A COMPARATIVE STUDY OF NEPAL SBI BANK LTD. & EVEREST
BANK LTD.)

Submitted By:

SUDEEP NARSINGH RAYMAJHI

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

Management, Tribhuvan University. We recommend for acceptance and forwarded for

examination.

…….……………………….. …..…………………….…
Prof. Dr. Kamal Das Manandhar Prof. Dr. Kamal Deep Dhakal

Campus Chief

……………………….….
Kiran Thapa (Lecturer)



VIVA-VOCE SHEET

We have conducted the Viva – Voce examination of the thesis

Presented by:

Sudeep Narsingh Raymajhi

Entitled

A STUDY ON INVESTMENT POLICY OF COMMERCIAL BANKS OF NEPAL

(A COMPARATIVE STUDY OF NEPAL SBI BANK LTD. & EVEREST
BANK LTD.)

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 requirements for the degree of Masters of Business Studies
(M.B.S.)

Viva – Voce Committee

Head of Research Department :-

Member (Thesis Supervisor) :-

Member (Thesis Supervisor) :-

Member (External Expert) :-



DECLARATION

I hereby declare that this thesis entitled, “A study on Investment Policy of

Commercial Banks of Nepal (A Comparative Study of Nepal SBI Bank Ltd. &

Everest Bank Ltd.)” submitted to Shanker Dev Campus, Faculty of Management,

Tribhuwan University in my original work done in the form of partial fulfillment

of the requirements for the Masters of Business Studies (M.B.S.) under the

guidance and supervision of Prof. Dr. K.D. Manandhar and Mr. Kiran Thapa,

Shanker Dev Campus, Trihuwan University.

….……………………….

Sudeep Narsingh Raymajhi

Researcher

T.U. Regd. No:- 7-2-439-19-2003

Date:- ……………….. Capmus Roll No.: 1831/063



ACKNOWLEDGEMENT

This study mainly aims at study of investment policy of commercial banks of

Nepal, a comparative study of Nepal SBI Bank Ltd. and Everest Bank Ltd. Different

financial and statistical tools are used to measure the strength of the concerning bank.

The growth rate of bank in terms of deposit, loan and advances investment and

profitability of the banks have also been analyzed.

I owe a deep gratitude to Dr. K.D. Manandhar and Mr. Kiran Thapa, Shanker Dev

Campus, Tribhuwan University, Kathmandu for their constant encourament, patient

guidance and valuable supervision at every stage of my work. This work would not have

been materialized in the present from without their incisive observations and intellectual

direction in the course of completion.

Thanks are also due to a large number of staffs from different offices, who co-

operated with this work by providing available data and information. Special mention

should be made of NEPSE, SEBO/N, Shanker Dev Campus Library and Tribhuwan

University Central Library, Kritipur, Kathmandu. I wish to express the sincerest thanks to

all my friends and well-wishers who provided valuable co-operation in my efforts.

I would like to express debt of gratitude to my parents for their continuous

support in my efforts.

….……………………….

Sudeep Narsingh Raymajhi

Shreepur-16, Birgunj

Parsa, Nepal

March, 2010



Table of Contents

Chapters Page No.
Acknowledgement IV
Table of Contents V
List of Tables VII
List of Figures VIII
Abbreviations IX

1. Introduction

1.1 Background of the Study 1
1.2 Focus of the Study 3
1.3 Statement of Problem 5
1.4 Theoretical Framework 6
1.5 Objectives of the Study 7
1.6 Limitation of the Study 7
1.7 Organization of the Report 8

2. Review of Literature

2.1  Conceptual Framework 9
2.1.1 Evolution of Bank 9
2.1.2 Development of Banking Industry in Nepal 9
2.1.3 Commercial Bank 10
2.1.4 Profile of Sample Banks 11
2.1.5 Features of Investment Policy 14
2.1.6 Some Important Terms 17

2.2 Review of Related Studies 19
2.2.1    Review of NRB Acts 19
2.2.2 Review of Books 25
2.2.3 Journal and Articles 27
2.2.4    Review of Thesis 29

3. Research Methodology

3.1 Introduction 35
3.2 Research Design 35
3.3 Nature and Sources of Data 36
3.4 Population and Sample 37
3.5 Research Variables 37
3.6 Tools for analysis 38

3.6.1 Financial Tools 38
3.6.2 Statistical Tools 47



3.7 Limitation of the Research Methodology 49
3.8 Research Gap 49

4. Data Presentation and Analysis
4.1 Data Presentation and Analysis 50

4.1.1 Analysis of Financial Ratio 50
4.1.2 Analysis of Statistical Ratio 75

4.2 Major Findings 85

5. Summary, Conclusion and Recommendation
5.1 Summary 90
5.2 Conclusion 92
5.3 Recommendations 94

Bibliography

Schedules

Appendixes



List of Tables

Table No. Page No.

2.1 Provision for Maintaining Minimum Capital Fund 20
2.2 Provision for investment in priority sector 21
2.3 Provision for investment in priority sector 22
2.4 Provision regarding Capital reserve fund 24
4.1 Current Ratio 51
4.2 Cash and Bank Balance to Total Deposit Ratio 52
4.3 Cash and Bank Balance to Current Assets Ratio 54
4.4 Investment on Government to Current Assets Ratio 55
4.5 Loan and Advances to Current Assets Ratio 56
4.6 Loan and Advances to Total Deposit Ratio 58
4.7 Total Investment to Total Deposit Ratio 60
4.8 Loan and Advances to Total Working Fund Ratio 61
4.9 Investment on Government Securities to

Total Working Fund Ratio 63
4.10     Investment on Shares and Debentures to

Total Working Fund Ratio 64
4.11     Return on Loan and Advances Ratio 66
4.12 Return on Total Working Fund Ratio 67
4.13 Return on Equity Fund Ratio 68
4.14 Interest Paid to Total Working Fund Ratio 70
4.15 Interest Income to Total Working Fund 71
4.16 Liquidity Risk Ratio 73
4.17 Credit Risk Ratio 74
4.18 Growth Ratio of Total Deposit 76
4.19 Growth Ratio of Loan and Advances 77
4.20 Growth Ratio of Total Investment 79
4.21 Growth Ratio of Net Profit 80
4.22 Correlation between Total Deposit & Loan and Advances 82
4.23 Correlation between Total Deposit and Total Investment 83
4.24 Correlation between Net Profit and Loan and Advances 84



List of Figures

Figure No. Page No.

3.1 Research Design 36
4.1 Current Ratio 51
4.2 Cash and Bank Balance to Total Deposit Ratio 53
4.3 Cash and Bank Balance to Current Assets Ratio 54
4.4 Investment on Government to Current Assets Ratio 56
4.5 Loan and Advances to Current Assets Ratio 57
4.6 Loan and Advances to Total Deposit Ratio 59
4.7 Total Investment to Total Deposit Ratio 60
4.8 Loan and Advances to Total Working Fund Ratio 62
4.9 Investment on Government Securities to

Total Working Fund Ratio 63
4.10 Investment on Shares and Debentures to

Total Working Fund Ratio 65
4.11 Return on Loan and Advances Ratio 66
4.12 Return on Total Working Fund Ratio 68
4.13 Return on Equity Fund Ratio 69
4.14 Interest Paid to Total Working Fund Ratio 70
4.15 Interest Income to Total Working Fund 72
4.16 Liquidity Risk Ratio 74
4.17 Credit Risk Ratio 75
4.18 Growth Ratio of Total Deposit 77
4.19 Growth Ratio of Loan and Advances 78
4.20 Growth Ratio of Total Investment 80
4.21 Growth Ratio of Net Profit 81



Abbreviations

NSBL Nepal SBI Bank Limited
EBL Everest Bank Limited
CBs Commercial Banks
FY Fiscal Year
i.e. that is
e.g. for example
etc excreta
JVBs Joint Venture Banks
NRB Nepal Rastra Bank
SBI State Bank of India
PNB Punjab National Bank
P.E.r Probable Error
S.No. Serial Number
NPR Nepalese Rupee
USD American Dollar
INR Indian Rupee
C.V. Coefficient of Variation
S.D. Standard Deviation
CEO Chief Executive Officer
EPF Employee Provident Fund


