
FINANCIAL PERFORMANCE ANALYSIS
OF HIMALAYAN BANK LIMITED

By
SUNITA SHARMA

Shanker Dev Campus
Campus Roll No.: 1653/062

T.U. Regd. No.: 7-1-239-289-97
2nd Year Symbol No.:4932

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
December 2010



RECOMMENDATION

This is to certify that the thesis

Submitted by:

SUNITA SHARMA

Entitled:

FINANCIAL PERFORMANCE ANALYSIS OF
HIMALAYAN BANK LIMITED

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

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

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

Shree Bhadra Neupane Prof. Bishweshor Man Shrestha Krishna Prasad Acharya

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

…………..………..……..…………

Krishna Prasad Acharya

(Thesis Supervisor)



VIVA-VOCE SHEET

We have conducted the viva –voce of the thesis presented

By

SUNITA SHARMA

Entitled:

FINANCIAL PERFORMANCE ANALYSIS OF
HIMALAYAN BANK LIMITED

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 “Financial

Performance Analysis of Himalayan Bank Limited” 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 Shree Bhadra

Neupane and Krishna Prasad Acharya of Shanker Dev Campus, T.U.

……………………………………..

Sunita Sharma

Shanker Dev Campus

Campus Roll No. : 1653/062

T.U. Regd. No.: 7-1-239-289-97

2nd Year Symbol No.:4932



ACKNOWLEDGEMENT

First of all, I would like to extend my sincere gratitude to the Shankher Dev

Campus management for permitting me in undertaking this study for the partial

fulfillment of the requirements of Masters Degree of Business Study (MBS).

Concerning the actual carrying out of this study, I have left no stone unturned. I

have came to prepare this research only because of several supporting hands.

Despite my rigorous effort in this task, I find it pleasure to thank my respected

teachers, friends and family members, without whose support, it would be

impossible to make it a living reality.

I would like to pay my sincere thanks to my thesis supervisors Shree Bhadra

Neupane and Krishna Prasad Acharya, Lecturer of Shanker Dev Campus,

for their kind co-operation and invaluable suggestions until it got the complete

shape. But, the words would be not enough to their never ending support and

guidelines.Similarly, I am equally grateful to all my teachers, who always

inspired me in preparing this thesis.

My special thanks go to my respected mother Sumitra Paudel who was always

inquiring about my study and most importantly this research. I would like to

thank my small brother Er. Sagar Babu Paudel whole heartedly, for designing it

from top to bottom, despite his busy schedule at study. Mr. Binod Paudel is a

part of this happiest moment, he always tried to inspire me get it completed at

the earliest.

Thanks to my husband, Mr. Bhoj Raj Aryal, due to whose untiring efforts and

full time support my dream came true. At the same time my little daughter

Jeniva Aryal is innocent supporter to get it complete soon.

Sunita Sharma



TABLE OF CONTENTS
Recommendation

Viva Voce Sheet

Declaration

Acknowledgment

Table of Contents

List of Tables

List of Figures

Abbreviations

Page No.

CHAPTER – I INTRODUCTION

1.1 Background of the Study 1

1.1.1 Introduction of Banking 2

1.2 Focus of the Study 6

1.3 Statement of the Problem 6

1.4 Objectives of the Study 7

1.5 Significance of the Study 8

1.6 Limitation of the Study 8

1.7 Organization of the Study 9

CHAPTER – II REVIEW OF LITERATURE

2.1 Conceptual Framework 10

2.1.1 Financial Analysis 10

2.1.2 Ratio Analysis 12

2.1.3 Risk Analysis 13

2.1.4 Return Analysis 13

2.1.5 Balance Sheet 14

2.1.6 Profit and Loss Account 14

2.1.7 Liquidity 15

2.2 Review of Nepal Rastra Bank (NRB) Directives 15

2.3 Review of Journals and Articles 26



2.4 Review of Thesis 30

CHAPTER – III RESEARCH METHODOLOGY

3.1 Research Design 38

3.2 Sources of Data 39

3.3 Analysis of Data 39

3.3.1 Financial Tools 40

3.3.1.1 Ratios Analysis 40

3.3.1.1.1 Liquidity Ratio 40

3.3.1.1.2 Profitability Ratio 43

3.3.1.1.3 Turnover/Efficiency Ratio 46

3.3.1.1.4 Debt Management Ratio/Solvency Ratio 47

3.3.1.1.5 Market Value Ratio 48

3.3.2 Statistical Tools 49

3.3.2.1 Arithmetic Mean 49

3.3.2.2 Standard Deviation 50

3.3.2.3 Coefficient of Correlation 50

3.3.2.4 Probable Error of Correlation Coefficient (r) 51

3.3.2.5 Trend Analysis 51

CHAPTER – IV DATA PRESENTATION AND ANALYSIS

4.1 Financial Analysis 53

4.1.1 Ratio Analysis 54

4.1.1.1 Liquidity Ratio 54

4.1.1.2 Profitability Ratio 62

4.1.1.3 Turnover Ratio 70

4.1.1.4 Debt Management Ratio and Solvency Ratio 74

4.1.1.5 Market Value Ratio 78

4.2 Statistical Tools 80

4.2.1 Coefficient of Correlation Analysis 80

4.2.1.1 Correlation Coefficient between Total

Investment and Total Deposit 81



4.2.1.2 Correlation Coefficient between Net profit and Total Deposit 82

4.2.1.3 Correlation Coefficient between Net Profit and Total Assets 83

4.2.2 Trend Analysis 83

4.2.2.1 Trend Analysis of Total Deposit 84

4.2.2.2 Trend Analysis of Net Profit 85

4.2.2.3 Trend Analysis of Earning Per Share 86

4.3 Major Findings of the Study 88

CHAPTER – V SUMMARY, CONCLUSION AND

RECOMMENDATION

5.1 Summary 91

5.2 Conclusion 93

5.3 Recommendations 95

Bibliography

Annexure



LIST OF TABLES

Table No. Title Page

No.

4.1 Current Assets to Current Liabilities Ratio 54

4.2 Calculation of Working Capital for the Year 2004/05 to 2008/09 56

4.3 Cash and Bank Balance to Current Assets Ratio 57

4.4 Loan and Advance to Current Asset Ratio 58

4.5 Cash and Bank Balance to Total Deposit Ratio 60

4.6 Fixed Deposit to Total Deposit Ratio 61

4.7 Basic Earning Power Ratio 63

4.8 Return on Total Assets 64

4.9 Return on Equity 65

4.10 Net Income to Total Deposit 69

4.11 Loan and Advances to Total Deposit 70

4.12 Total Investment to Total Deposit Ratio 71

4.13 Loan and Advances to Fixed Deposit Ratio 73

4.14 Total Debt to Total Assets 74

4.15 Time Interest Earned (TIE) Ratio 75

4.16 Debt to Equity Ratio 77

4.17 Price / Earnings Ratio 78

4.18 Earning Per Share 79

4.19 Correlation Coefficient between Total Investment

and Total Deposit 81

4.20 Correlation Coefficient between Net Profit and Total Deposit 82

4.21 Correlation Coefficient between Net Profit and Total Assets 83

4.22 Trend Value of Total Deposit 84

4.23 Trend Value of Net Profit 85

4.24 Trend Value of Earning Per Share 87



LIST OF FIGURES

Figure No. Title Page

No.

4.1 Current Assets and Current Liabilities 55

4.2 Cash and Bank Balance to Current Assets 58

4.3 Loan and Advance to Current Assets 59

4.4 Cash and Bank Balance to Total Deposit 61

4.5 Fixed Deposit to Total Deposit 62

4.6 EBIT to Total Assets 63

4.7 Net Income to Total Assets 65

4.8 Net Income to Common Equity 66

4.9 Net Income to Total Deposit 69

4.10 Loan and Advance to Total Deposit 71

4.11 Total Investment to Total Deposit 72

4.12 Loan and Advances to Fixed Deposit 73

4.13 Total Debt to Total Assets 75

4.14 EBIT and Interest Earned 76

4.15 Total liabilities and Total Owner’s Equity 77

4.16 Market Value Per Share and Earning Per Share 79

4.17 Earning Per Share 80

4.18 Trend Value of Total Deposit 85

4.19 Trend Value of Net Profit 86

4.20 Trend Value of Earning Per Share 87



ABBREVIATIONS

BHSc : Bank Holding Comprises

BIS : Bank International Settlement

BOK : Bank of Kathmandu Limited

C.A. : Current Assets

CE : Common Equity

CRR : Cash Reserve Requirement

DPR : Direct Price Rate

EBIT : Earning Before Interest Tax

EBL : Everest Bank Limited

EM : Equity Multiplier

EPS : Earning Per Share

FVPS : Face Value Per Share

HBL : Himalayan Bank Limited

IRR : Interest Rate Risk

NG : Nepal Government

NI : Net Income

NRB : Nepal Rastra Bank

NSBIBL : Nepal SBI Bank Limited

P.E. : Probable Error

P/E : Price Earning

ROA : Return on Total Assets

ROE : Return on Common Equity

S.D. : Standard Deviation

SCT : Smart Choice Technology

SOL : Single Obligor Limit

TIE : Time Interest Earned

WTO : World Trade Organization


