FINANCIAL PERFORMANCE OF COMMERCIAL BANKS
(A Study of NABIL Bank Ltd. and Himalayan Bank Ltd.)

Submitted by:
RAJAN POUDEL
Balkumari College
TU Registration No: 8442-95
Roll No. 18 (2060-062)

A Thesis Submitted to:
Office of the Dean
Faculty of Management
Tribhuvan University

In the partial fulfillment of the requirements for the degree of
Master's in Business Studies (MBS)
Narayangarh, Chitwan

April, 2010



RECOMMENDATION

Thisisto certify that the thesis

Submitted by
Rajan Poudel

Entitled

FINANCIAL PERFORMANCE OF COMMERCIAL BANKS
(A Study of NABIL Bank Ltd. and Himalayan Bank Ltd.)

has been prepared as approved by this department in the prescribed format of
faculty of management. Thisthesisis forwarded for evaluation.

Mr. Baburam Panthi Mr. Bharat Khanal
Thesis Advisor/ Programme Incharge

Chairperson, Research Committee

Mr. Chiranjibi Shrestha
Principal
Date:



VI VA- VOCE SHEET

We have conducted the Viva-Voce examination of the

Thesis presented by

Rajan Poudel

Entitled

FINANCIAL PERFORMANCE OF COMMERCIAL BANKS
(A Study of NABIL Bank Ltd. and Himalayan Bank Ltd.)

and found the thesis to be the origina work of the student and written according to
the prescribed format. We recommended the thesis to be accepted as partial
fulfillment of the requirement for

Master Degreein Business Studies (MBS)

VIVA-VOCE COMMITTEE

Chairperson, Research Committee: ................cccevvenen.
Member (Thesis AdVisSOr): .......cevviiiiiiennnn.

Member (External Expert): ..........cooeviiiiiinnns

Date:



DECLARATION

| hereby declare that the work reported in this thesis entitled “Financial
Performance Of Commercial Banks: A Study Of NABIL Bank Ltd. And
Himalayan Bank Ltd.” submitted to Balkumari College, Narayangarh in my
origina work. It isdone in the form of partial fulfillment of the requirement for the
Master of Business Studies (MBS) under the supervision and guidance of Mr.
Babu Ram Panthi, lecturer of Bankumari College, Narayngarh.

Rajan Poudel
Researcher, April, 2010



ACKNOWLEDGEMENT

My indebtedness and gratitude to the many individuals, who have assisted to shape
this thesis in the present form, cannot be adequately conveyed in a few sentences.
First of all, my gratitude goes to all the teachers and staffs of the Balkumari
College, whose sound theoretical knowledge provided me the basis for the
preparation of thisthesis.

| would like to express my great sense of gratitude to my respected research
supervisor, Mr. Babu Ram Panthi, lecturer of Balkumari College, Narayangarh,
for hisinvaluable supervision, constructive comments and suggestions, which gave
the final shape of thisthesis

| am extremely grateful to dl the staff of Himaayan Bank Ltd. and NABIL Bank Ltd.,
gpecidly Mr. Prakash Rg Bhandari (Branch Manager of HBL, Narayangarh) for their

generous help and kind co-operation while preparing thisthess.

In the same ways, my special thanks go to my colleagues and friend for their
invaluable suggestions at every stage of my work. It would be impossible for me to

complete this study without their full intuitive support and constant encouragement.

| owe an immense debt of gratitude to my ever-loving parents and family members

for continuous support and encouragement.

| would also like to express my special gratitude to Mr. Hari Adhakari (Classic Computer
Link) for his significant contribution in preparing this thesis.
Rajan Poudel

Narayangar h, Chitwan



TABLE OF CONTENTS

Recommendation
Viva-Voce Sheet
Declaration
Acknowledgement
Table of Contents
List of Tables

List of Figures
Abbreviations

CHAPTER I: INTRODUCTION
1.1. General Background
1.2. Statement of the Problem
1.3. Objectives of the Study
1.4. Research Questions
1.5. Importance of the Study
1.6. Limitations of the Study
1.7. Organization of the Study

CHAPTER II: REVIEW OF LITERATURE
2.1. Conceptua Review
2.2. Features of Sound Lending Policy
2.3. Meaning of Some Important Terms
2.4. Review of Books
2.5. Review of Thesis
2.6. Research Gap

CHAPTER IIl: RESEARCH METHODOLOGY
3.1. Introduction
3.2. Research Design
3.3. Source of Data
3.4. Population and Samples

© 00 N O O W K-

10-28
10
13
16
18
20
27

29-38
29
29
29
29



3.5. Method of Analysis 30

3.5.1. Financia Tools 30
3.5.2. Statistical Tools 37
CHAPTER IV: DATA PRESENTATION AND ANALYSIS 39-83
4.1. Financial Analysis 39
4.1.1. Liquidity Ratio 39
4.1.2. Assets Management Ratio 46
4.1.3. Profitability Ratio 56
4.1.4. Risk Ratio 64
4.1.5. Growth Ratio 67
4.1.5.1. Growth Ratio of Total Deposit 67
4.1.6. Analysisand Interpretation of Growth Ratio 69
4.2. Statistical Analysis 69
4.2.1. Trend Analysis 70
4.2.1.1. Trend Analysis of Total Deposit 70
4.2.1.2. Trend Analysisof Loan and Advance 71
4.2.1.3. Trend Analysis of Total Investment 72
4.2.1.4. Trend Analysis of Net Profit 72
4.2.2. Co-efficient of Correlation Analysis 73

4.2.2.1. Co-efficient of Correlation Between Deposit and
Total Investment 73

4.2.2.2. Co-efficient of Correlation Between Deposit and
Loans and Advance 75

4.2.2.3. Co-efficient of Correlation Between Outside Assets

and Net Profit 77
4.3. Magjor Findings of the Study 78
4.3.1. Liquidity Ratio 78
4.3.2. Assets Management Ratio 79
4.3.3. Profitability Ratio 80
4.3.4. Risk Ratio 81
4.3.5. Growth Ratio 81
4.3.6. Trend Analysis 82
4.3.7. Co-efficient of Correlation Analysis 83

CHAPTER V: SUMMARY, CONCLUSION AND RECOMMENDATION 84-90



51. Summary
5.2. Conclusion
5.3. Recommendations

BIBLIOGRAPHY
APPENDI X

85
87

95-98
99-110



LIST OF TABLES

Table No. Title Pg. No.
4.1. Current Ratio of NABIL and HBL 40
4.2 Cash and Bank Balance to Total Deposit Ratio 42
4.3. Cash and Bank Balance to Current Assets Ratio 43
4.4. Investment on Government Securities and Current Assets 45
4.5. Loan and Advanceto Total Deposit Ratio 47
4.6 Total Investment to Total Deposit Ratio 48
4.7 L oan and Advanceto Total Working Fund Ratio 50
4.8 Investment on Government Securities to Total Working Fund Ratio 51
4.9 Investment on Shares and Debentures to Total Working Fund Ratio 53
4.10 Loan Loss Ratio 55
4.11 Return on Loan and Advances 56
4.12 Return on Total Assets 58
4.13 Return on Equity 59
4.14 Total Interest Earned to Total Working Fund Ratio 61
4.15 Tota Interest Earned to Total Operating Income Ratio 62
4.16 Return on Total Interest Paid to Total Working Fund Ratio 64
4.17 Credit Risk Ratio 65
4.18 Capital Risk Ratio 66
419 Growth Ratio of Total Deposit 67
4.20 Growth Ratio of Loans and Advances 68
4.21 Growth Ratio of Tota Investment 68
4.22 Growth Ratio of Net Profit 69
4.23 Trend Values of Total Deposit of NABIL and HBL 70
4.24 Trend Values of Loan and Advance of NABIL and HBL 71
4.25 Trend Values of Investment of NABIL and HBL 72
4.26 Trend Vaues of Net Profit of NABIL and HBL 73




2.27 Correlation between Deposit and Total Investment 74
2.28 Correlation between Deposit and Loan and Advance 75
2.29 Correlation between Outside Assets and Net Profit 77




LIST OF FIGURES

Figure No. Title Pg. No.
41. Current Ratio of NABIL and HBL 40
4.2 Cash and Bank Balance to Total Deposit Ratio 42
4.3. Cash and Bank Balance to Current Assets Ratio 44
4.4, Investment on Government Securities and Current Assets 45
45, Loan and Advanceto Total Deposit Ratio 47
4.6 Total Investment to Total Deposit Ratio 49
47 L oan and Advanceto Total Working Fund Ratio 50
4.8 Investment on Government Securities to Total Working Fund Ratio 52
4.9 Investment on Shares and Debentures to Total Working Fund Ratio 54
4.10 Loan Loss Ratio 55
411 Return on Loan and Advances 57
412 Return on Total Assets 58
4.13 Return on Equity 60
4.14 Tota Interest Earned to Total Working Fund Ratio 61




6* PETr
A.D.

alc
ANOVA

B.S.
C.V.

C.V.
GDP
HBL

I.e.

VB
LLP

NABIL
NEPSE
NGBL
NRB
NSBI
OBS

P.E.
P/L

ROA
SD.
S.D.

ABBREVIATIONS

Six times of the probable error
Anno Domini

Account
Analysis of Variance

Bikram Sambat
Coefficient of variation

Co-efficient of Variance
Gross Domestic Product
Himalayan Bank Ltd.

Thatis

Joint Venture Bank
Joint Venture Bank

Loan Loss Provision

Nepal Arab Bank Ltd.

Nepal Stock Exchange
Nepal Grindlays Bank Ltd.
Nepal Rastra Bank

Nepal State Bank of India
Off Balance Sheet Operation

Probable Error

Profit and Loss

Coefficient of Correlation
Coefficient of Determination
Return on Assets

Standard Deviation

Standard Deviation



