MARKET PRICE EFFICIENCY OF COMMERCIAL
BANK IN NEPAL

By:

BHOJA RAJ SUBEDI
Prithivi Narayan Campus
Roll No. 246/063
T.U. Regd. No: 7-1-48-2146-99

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 (M.B.S.)

Pokhara, Nepal
August, 2010



VIVA-VOCE SHEET

We have conducted the viva- voce examination of the thesis

Submitted by:

BHOJA RAJ SUBEDI

Entitled
MARKET PRICE EFFICIENCY OF COMMERCIAL

BANK IN NEPAL

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 requirements for

Master's Degree in Business Studies (M.B.S.)

VIVA-VOCE COMMITTEE

Head of Research Department: ...,
Member (Thesis Supervisor): i

Member (External Expert):



RECOMMENDATION

This is to certify that the thesis

Submitted by:
BHOJA RAJ SUBEDI

Entitled:
MARKET PRICE EFFICIENCY OF COMMERCIAL BANK
IN NEPAL

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

Faculty of Management. This thesis is forwarded for examination.

Supervisor Head, Research Department
Name: Hari Pathak Signature:
Signature: Campus Chief
Signature:
Date:

ACKNOWLEDGMENTS



The thesis report on the Market Price Efficiency of Commercial Bank in Nepal to
fulfill the requirements of the degree of MBS and is also intended to disseminate the
results of the research work, as well as other research activities contained in the
report, to all the concerned. Relevant international and domestic research papers,
dissertations and articles are referred and reviewed and the views expressed herein the
research outcome, are based on publicly available data and are those of mine and do

not necessarily reflect the official views of the study unit.

I greatfully acknowledge the Faculty of Management, Prithivi Narayan Campus,
Tribhuwan University, which provided the grant to make the thesis report possible.
Special thanks to my thesis advisor Mr. Hari Pathak, Lecturer of Prithivi Narayan
Campus for his valuable time and guidance to complete the thesis. I would also like to
pay my sincere thanks due to all the staff of Prithivi Narayan Campus particularly Dr.
Pushpa Raj Sharma, Head of Research Department who has given his trust and
support to the project. I am also grateful to the librarians of Western Regional Library,

Prithvi Narayan Campus, Pokhara.

My appreciation also goes to the staffs of Nepal Stock Exchange, who helped me in

providing relevent datas and informations.

Beside this, I would like to express my debt of gratitude to, My father Mr.Yam Nath
Subedi and Mother Mrs. Sabitri Subedi who always supported me and make me

believe in my ability that’s why I am able to complete my Masters Degree.

Finally, I am grateful for the support and expertise of Prithivi Narayan Campus, who
provided me with the conceptual framework in developing and formulating the
research work and worked with me as well as involved themselves in all the training
events conducted before starting the thesis. Similarly, I would like to thank
Mr. Rajendra Upadhaya Lecturer of Prithivi Narayan Campus and Mr. Surya Bahadur
G.C. Lecturer of Pokhara University who always supported me for completion of the
work from different aspects such as valuable suggestions and technological supports

relating to the thesis.

Bhoja Raj Subedi
Researcher

TABLE OF CONTENTS



Acknowledgement

CHAPTER-I
INTRODUCTION

1.1 Background of the Study
1.2 Statement of the Problem
1.3 Objective of the Study
1.4  Significance of the Study
1.5  Limitation of the Study
1.6 Organization of the Study
CHAPTER-II

REVIEW OF LITERATURE
2.1 Conceptual Review

2.2 Research Review

2.5  Research Gap

CHAPTER-III
RESEARCH METHODOLOGY

3.1 Research Design

3.2 Population and Sample

3.3 Nature and Sources of Data

3.4  Data Processing and Analysis

3.5  Limitation of the Methodolodgy
CHAPTER-1V

DATA PRESENTATION AND ANALYSIS
4.1 Descriptive Analysis

4.2  Inferential Analysis

4.3 Test of Random Walk Hypothesis
4.4  Major Findings of the Study

iv

10-33
10
27
33

34-51

34
35
36
36
51

52-68
52
58
62
68



CHAPTER-V

SUMMARY, CONCLUSION AND RECOMMENDATIONS 71-75
5.1 Summary 71
5.2 Conclusions 73
53 Recommendations 74
BIBLIOGRAPHY

APPENDIXES

vi



LIST OF TABLES

Table No. Title Page
2.1 Growth Pattern of Nepalese Securities Market from 2004/05 to 2008/09...... 20
3.1 Sample Commercial Bank...........c.coieiiiiiiiii i 36
4.1 Computation of Stock Volatility............ccoiiii i seesesieeieens. DT
4.2 Estimated Relationships between NEPSE and Fundamental Variables......... 59
4.3 Multiple Regression between NEPSE and Fundamental Variable................ 61
4.4 Relationships between NEPSE Index and Commercial Bank Index............. 61
4.5 Daily Autocorrelation coefficient for Lag 1 to 10, having natural log

(011 = £ 0 63
4.6 Computation of Run Test Daily PriCes ..........cccoovvniuniuiininniiniininnann, 65
4.7 Names of Companies Having Significant Value of Standard

Normal Variate Z at 10%, 5% & 1% Level of Significance.............. 67
4.8 Computation of Run Test of Bank and Nepse IndeX.................cooeene 67

vii



LIST OF FIGURES

Fig. No. Title Page
4.1 Daily Market Price of NABIL (July 16 2008 to July 15 2009) .................. 52
4.2 Daily Market Price of SCB (July 16 2008 to July 15 2009).............ccvueenn.. 53
4.3 Daily Market Price of HBL (July 16 2008 to July 15 2009).......................54
4.4 Daily Market Price of NB (July 16 2008 to July 15 2009)..........c.ccevvvennen. 55

4.5 Daily Market Price of BOK (July 16 2008 to July 15 2009)

4.6 Co- movement between Indices of NEPSE and Commercia Bank

viil



ABBREVIATION

AT : Annual Turnover

ATS : Atomated Trading System
B.S. : Bikram Sambat

BOK : Bank Of Kathmandu
BVPS ; Book Value Per Share
CBs : Commercial Banks

CPs : Commercial Papers

Cv : Coefficient of Variation
DPS : Devidend Per Share

EMH : Efficient Market Hypothesis
EPS : Earning Per Share

FI : Financial Institution

FY : Fiscal Year

HBL : Himalayan Bank Limiteds
HMG : His Majesty Government
IPO : Initial Public Offering
MBS : Master of Business Study
NBBL : Nepal Bangladesh Bank Ltd
NBL : Nabil Bank Ltd.

NEPSE : Nepal Stock Exchange
OTC : Over The Counter

P : Probability

P.E : Probable Error

PI : Public Issue

PV : Paid Up Value

r : Correlation Coefficient
RWH : Random Walk Hypothesis
SEBON : Security Board of Nepal
SEC : Security Exchange Center
SEE : Standard Error of the Estimation
T.U : Tribhuvan University
TVM : Time Value of Money

1X



