
STOCK PRICE VOLATILITY AND ITS CONTRIBUTING
FACTORS IN NEPALESE SHARE  MARKET

A  THESIS

Submitted by:

SANJIV KUMAR SAH

Campus Roll No.:- 655/060

Exam Roll No.:-1516/062

T.U. Reg. N o.:- 7-3-25-424-2003

Nepal Commerce Campus

Submitted to:

Office of The Dean

Faculty of Management

Tribhuvan University

In Partial Fulfilment of the Requirements for
Master’s Degree of Business Studies (MBS)

New Baneshwor, Kathmandu

May, 2009



VIVA VOCE SHEET

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

SANJIV KUMAR SAH

Entitled

STOCK PRICE VOLATILITY AND ITS CONTRIBUTING
FACTORS IN NEPALESE SHARE MARKET

and found  the thesis to be the original work of the student and written
according to the prescribed format. We recommended the thesis to be

accepted as partial fulfilment of the requirements for Master’s Degree of
Business Studies (M.B.S.)

Viva-Voce Committee

Head of Research department      …………………………………

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

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

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



RECOMMENDATION

This is certify that the Thesis

Submitted by:

SANJIV KUMAR SAH

Entitled

STOCK PRICE VOLATILITY AND ITS CONTRIBUTING
FACTORS IN NEPALESE SHARE MARKET

has been prepared as approved by this department in the prescribed format of
Faculty of Management. This is forwarded for examination.

…………………………………....... ………………………….
(Prof. Dr. Bihari Binod Pokharel) (Mr. Diwakar  Pokhrel)

Thesis Supervisor Campus Chief
&

Head of Research Department

…………………………………
(Mr. Umesh Kumar Koirala)

Thesis Supervisor



DECLARATION

I hereby, declare that the work reported in this thesis entitled “STOCK PRICE

VOLATILITY AND ITS CONTRIBUTING FACTORS IN NEPALESE SHARE

MARKET” submitted to Nepal Commerce Campus, Faculty of Management,

Tribhuwan University is my original work done in the form of partial fulfilment

of the requirements for Master’s Degree of Business Studies under

supervision of Prof. Dr. Bihari Binod Pokharel and Mr. Umesh Kumar

Koirala, Nepal Commerce Campus.

………………………
SANJIV KUMAR SAH

Researcher
Campus Roll No.:- 655/060
Exam Roll No.:- 1516/062
T.U. Reg.No.:- 7-3-25-424-2003

Date:…………………………



ACKNOWLEDGEMENTS

The present study has attempted to shed light on various aspects of. This research work has

been successfully materialized in this form with the help of many individuals and

institutions.

Firstly, I would like to pay homage to my father & mother who headed me towards the

light of education and path of truth. Due to their non-stopping effort for guidance, today I

come in this position. So I would like to share the credit of my success with them. I am

really indebted by them.

Many people have contributed in a variety of ways in the preparation of this dissertation.

So, I would like to thank all who assisted me during the various stages of this research

work.

I owe a deep of gratitude to Prof. Dr. Binod Bihari Pokharel and Mr. Umesh Kumar

Koirala, Nepal Comnmerce  Campus, Tribhuvan University, Kathmandu for their valuable

time inspiration, patience, wisdom, brilliant suggestions and especially giving me always

challenging tasks and encouragement 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 Ltd., SEBON, Ministry of Finance and Tribhuvan 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.

To my respected Father and Mother for their devotion and their constant demonstration of

love and understanding.

Above all to the Lord “Shiva” and Goddess of knowledge “Saraswati” for providing their

guidance, courage, wisdom and strength.

Sanjiv



TABLE OF CONTENTS

CONTENTS PAGE NO.

Viva Voce Sheet

Recommendation

Declaration

Acknowledgements

Table of Contents

List of Tables

List of Figures

Abbreviations

CHAPTER – I

INTRODUCTION 1-16

1.1 Background of the Study 1

1.1.1 Historical Development of Liberalization of Nepalese Economy 2

1.1.2 Development of Nepalese Security Market 4

1.1.3 Introduction of NEPSE 7

1.2 Focus of the Study 12

1.3 Statement of the Problem 13

1.4 Objective of the Study 15

1.5 Significance of the Study 15

1.6 Limitation of the Study 16

1.7 Organization of the Study 16



CHAPTER – II

REVIEW OF LITERATURE 17-40

2.1 Introduction 17

2.2 Theoretical Framework of Stock Volatility 17

2.3 Theory of Price Behaviour 19

2.3.1 Technical Analysis 19

2.3.2 Fundamental Analysis 21

2.3.3 Random Walk Analysis 23

2.4 Market and Managing Investment 26

2.4.1 Interest Rate Risk 26

2.4.2 Markowitz Model 26

2.4.3 Capital Assets Pricing Model 27

2.4.4 Liquidity 28

2.4.5 Efficient Market Hypothesis 29

2.4.6 Weak Efficiency Market Hypothesis 30

2.4.7 Semi Strong Efficiency of Market 31

2.4.8 Strong Efficiency Market Hypothesis 32

2.5 Capital Market Concepts 33

2.6 Role of Stock Exchange 34

2.7 Review of Related Thesis 36

2.8 Research Gap 40

CHAPTER – III

RESEARCH METHODOLOGY 41-46

3.1 Research Design 41

3.2 Population and Sample 41

3.3 Sources of Data 41

3.4 Data Collection Procedures 42



3.5 Data Analysis Procedures 43

3.6 Tools of Analysis 43

3.6.1 Average / Mean 43

3.6.2 Standard Deviation 44

3.6.3 Research Hypothesis 44

CHAPTER – IV

PRESENTATION AND ANALYSIS OF DATA 47-71

4.1 Trend of Stock Market Development 48

4.1.1 Stock Market Size 48

4.1.2 Liquidity 50

4.1.3 Indicators of Liquidity 50

4.1.4 Concentration 52

4.1.5 Stock Volatility 53

4.2 Presentation and Analysis of Secondary Data 54

4.2.1 Pattern of Nepalese Share Price Behaviour 55

4.2.2 Trends of Share Price Behaviour of Selected Companies 55

4.2.3 Trends of Share Price Behaviour in Terms of Trend Line 57

4.2.4 Major Findings of the Study 58

4.3 Analysis of Primary Data 59

4.3.1 Gender of the Respondents 59

4.3.2 Age of the Respondents 60

4.3.3 Profession of the Respondents 61



4.4 Causes of Stock Price Volatility and Its Contributing Factors in Nepalese

Share Market 61

4.4.1 Responsible Agencies for Nepalese Share Market in Efficiency 65

4.4.2 Analysis of the Potential Affecting Factors for Market Inefficiency 66

4.4.3 Corrective Measures for Improving Stock Market Inefficiency 68

4.4.4 Majors Findings of the Study 70

CHAPTER – V

SUMMARY, CONCLUSION AND RECOMMENDATIONS 72-76

5.1 Summary 72

5.2 Conclusion 73

5.3 Recommendations 73

BIBLIOGRPHY

ANNEXES



LIST OF TABLES

Table No.                Title of Table Page No.

1.1 Board of Directors of NEPSE 8

1.2 Trading Days and Hours of NEPSE 9

1.3 Capital Structure of NEPSE 9

1.4 Listing Fees of NEPSE 10

3.1 Sample and Population 42

4.1 Indicators of Stock Market Development in Nepal 49

4.2 Trends of Share Price Behaviour of Selected Companies 56

4.3 Gender of Respondents 60

4.4 Age of Respondents 60

4.5 Profession of Respondents 61

4.6 Causes of Stock Price Volatility and Its Contribution Factors in Nepalese

Share Market 62

4.7 Analysis of One Sample Test for Abnormal Price Fluctuation 64

4.8 Responsible Agencies for Nepalese Share Market Inefficiency 65

4.9 Rank of Potential Affecting Factors for Market Inefficiency 67

4.10 Corrective Measures for Improving Stock Market Inefficiency 69



LIST OF FIGURES

Figure No.               Title of  Figure Page No.

4.1 Value of Share Traded to Market Capitalization 50

4.2 Value of Share Traded to GDP 51

4.3 Value Traded Ratio to Volatility 53

4.4 Trends to Share Price Behaviour in Terms of Trend Line 57



ABBREVIATIONS

BOK : Bank of Kathmandu Limited

CAPM : Capital Assets Pricing Model

DPS : Dividend Per Share

EMH : Efficient Market Hypothesis

EPS : Earning Per Share

HBL : Himalayan Bank Limited

KTM : Kathmandu

MBS : Master of Business Studies

NBB : Nepal Bangladesh Bank

NEPSE : Nepal Stock Exchange

NABIL : Nepal Arab Bank Limited

NIDC : Nepal Industrial Development Corporation

PVI : Price Volatility Index

REG.NO. : Registration Number

SBI : State Bank of India Limited

SD : Standard Deviation

SE : Standard Error

SEC : Security Exchange Center

SIG : Significance

STD : Standard

T.U. : Tribhuwan University


