DETERMINANTSOF STOCK PRICE IN NEPAL

By:
MADAN PAUDYAL
Shanker Dev Campus
T.U. Regd. No: 7-2-3-1790-2002

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

Tribhuvan University

In partial fulfillment of the requirements for the Degree of
Masters of Business Studies (M.B.S))

Kathmandu, Nepal
December, 2009



RECOMMENDATION

Thisisto certify that thethesis

Submitted by
Madan Paudyal

Entitled

Deter minants of Stock Pricein Nepal

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

of Management. Thisthesisisforwarded for examination.

Mrs. Ruchila Pandey Prof. Bisheshworman Prof. Dr. Kamal Deep Dhakal
(Supervisor) Shrestha (Campus Chief)
(Research Chairman)

Mr. Gobind Bahadur Thapa
(Supervisor)



DECLARATION

| hereby declare that the work reported in this thesis entitled Deter minants of Stock Price in
Nepal submitted to the Shankar Dev Campus; Tribhuvan University is my original work. It is
done in the form of partial fulfillment of the requirements for the Master degree in Business
studies under the supervision and guidance of associate professor Mrs. Ruchila Pandey and

lecturer Mr. Gobinda Bahadur Thapa of Shankar Dev Campus of Tribhuvan University.

Madan Paudyal

Researcher

Campus Roll No: 1086/062

TU Registration No. 7-2-3-1790-2002
Date: / /



ACKNOWLEDGEMENT

| would like to express my sincere thanks and gratitude to my thesis advisors Mrs. Ruchila
Pandey and Mr. Gobinda Bahadur Thapa, lecturer of Shankar Dev Campus of Tribhuvan
University for their tremendous help, valuable guidance, support and encouraging advice. It is
the happiest movement of my life to work under their guidance.

This thesis work would never have been completed, had | been unable to acquire invaluable
recommendations from their guidance and incredible help and suggestions from my seniors and
my close friends. | would like to extend hearty thanks to Mr. Basanta Dhakal for his help and

cooperation in preparing thesis.

Last but not least | would like to express my deepest appreciation to my parents, and al my
family members who always encouraged, supported and inspired me continuously throughout the

work.

| am also greatly obliged to all those who have supported me directly or indirectly during my
study.

Madan Paudyal
(Researcher)

December, 2009
Putalisadak, Kathmandu



TABLE OF CONTENTS

Page no.

ACKNOWEDGEMENTS \%
TABLE OF CONTENTS VI
LIST OF TABLE X
LIST OF FIGURE XI
ABBREVIATION XIl

CHAPTER -1 INTRODUCTION 1-9
1.1 Background of the Study 1
1.2 Statement of Problem 6
1.3 Objective of the Study 7

1.4 Significance of the Study 8

1.5 Limitations of the Study 8

1.6 Organization of the Study 8

CHAPTER -1l REVIEW OF LITERATURE 10- 43

2.1 Conceptual Framework 10

2.1.1 Financia Terminologies 11

2.1.2 Theories of Stock Price Behaviour 18

2.1.2.1 Classical Approach 18

2.1.2.2 Efficient Market Theory 25

2.1.2.3 Modigliani and Miller’s (MM) Theory 28

2.2 Review of Related Studies 31

2.2.1 Review of Journal and Articles 31



2.2.2 Review of Thesis 36

2.4 Research Gap 42
CHAPTER -1l RESEARCH METHODOLOGY 44-53

3.1 Research Design 44
3.2 Population and Sample 45
3.3 Nature and Sources of Data and Collection Procedure 46
3.4 Anaysis Tools 46

3.4.1 Statistical Tools 46

3.4.2 Financial Tools 52

CHAPTER -1V DATA PRESENTATION AND ANALYSIS 54-116

4.1. Presentation and Analysis of Secondary Data 54
4.1.1 Correlation and Regression Analysis of SCB 57
4.1.2 Correlation and Regression Analysis of NABIL 62
4.1.3 Correlation and Regression Analysis of BOK 67
4.1.4 Correlation and Regression Analysis of NIB 72
4.1.5 Correlation and Regression Analysis of HBL 76
4.1.6 Correlation and Regression Analysis of NIC 80
4.1.7 Correlation and Regression Analysis of EBL 85
4.1.8 Correlation and Regression Analysis of KBL 89
4.1.9 Correlation and Regression Analysis of SBI 9
4.2 Presentation and Analysis of Primary Data 99
4.2.1 Factors affecting the Stock Price of Listed Companies 99

4.2.2 Factors to be considered while making Investment Decision 100



4.2.3 Preference of Vauation Model

4.2.4 Trend of Stock Price Movement

4.2.5 Purpose for Owning the Share of a Company

4.2.6 Secure sector for investment point of view

4.2.7 Effect of different types of tax imposed by government
4.2.8 Environmental Analysis

4.2.9 Accessibility of Market Information

4.2.10 Basis of decision making to invest in security market
4.2.11 Difficultiesin trading the share in Nepal ese stock market

4.2.12 Experience regarding factors affecting the stock price

4.3 Mgor findings of the Study

CHAPTER

4.3.1 Mgjor findings from Secondary Data Analysis

4.3.2 Mgjor findings of Primary Data Analysis

-V SUMMARY, CONCLUSION &

RECOMMENDATION

5.1 Summary

5.2 Conclusion

5.3 Recommendations

BIBLIOGRAPHY

APPENDI X
APPENDI X
APPENDIX

102
103
104
105
106
107
108
110
111
112
113
113

115

117-121

117
119

120



