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EXECUTIVE SUMMARY

Risk is defined as an uncertainty surrounding the eventual outcome of an event

which will occur in the future. Risk refers to the probability that the return and

therefore the value of an assets or security may have alternative return. Risk

reflects the chance that the actual return on an investment may be different from

the expected return. Return is the motivating in the investment process i.e., it is the

reward for making the investment. It involves both capital gain and losses by the

change in security market price. Common stock investment is a risk investment.

There is the uncertainty of future return whose main source is the price fluctuation

of the stock. The Stock price may be decreased due to the economic factor such as

inflation, interest rate strength of currency, economic growth of the nation. The

main topic of this study (Project Work) is Risk and Return Analysis on Common

Stock Investment of Commercial Banks (NIBL&EBL).

Most of the investor are risk averse, the main problem in investment is to select the

security having low risk but having higher return even if the investor cannot

increase the return substantially they can surely reduce the risk by diversification

of the investment funds in different types of security making a portfolios. Making a

portfolio of common stocks an investor can eliminate the unsystematic risk

considerably. However, the systematic risk cannot be avoided event investing in a

portfolio. Any investor will want their investment to yield favorably return and so

invest in those securities, which provide greater expected returns. Investment is

defined as the sacrifice of current amount for future amount. Therefore, investors

sacrifice their current amount in securities in anticipations of higher benefits with

low level of risk. In the investment of common stock on investor agrees to pay the

price for stock in the anticipation of future dividend and growth in stocks. The



main objective of this study is, to evaluate/analysis of risk and return on common

stock investment of commercial banks & to identify whether the share of

commercial banks are overpriced, under priced or at equilibrium. The limitation of

this study covers the relevant data and information on only for five years i.e. fiscal

year 2002/2003 to 2007/2008. There are 25 commercial banks in Nepal. In this

study, the risk &return of NIBL&EBL have been considered and for research

purpose, primary and secondary data are use. For the data presentation, Statistical

as well as financial tools are used and analysis of the risk and return characteristic

of common stock investment of the commercial banks (NIBL&EBL). The common

stock investment is the most risky security. Dividends are given to stockholders

only if there will earning available to equity shareholders. A Financial market

brings together people and organization willing to borrow money with those

having surplus fund. The capital market is the part of financial market, which is

related to long term debt and corporate stock. In capital market, the financial assets

such as stock and bond are purchased or sold. The main objective of the stock

market is to credit opportunity for maximum number of people to get the benefits

from the return obtained by directing the economy toward the productive sector by

mobilizing long term capital.
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