
WORKING CAPITAL MANAGEMENT OF

BANK OF KATHMANDU LIMITED

A THESIS

Submitted By:
Tulasi Ram Mainali

Nepal Commerce Campus
T.U. Regd. No. 7-1-25-575-96

Campus Roll No. 498/059
Exam Roll No.1251/061

Submitted To:
Office of The Dean

Faculty of Management
Tribhuvan University

In partial fulfillment of the requirements for the
Master's Degree In Business Studies (MBS)

New Baneshwor, Kathmandu
April, 2009



RECOMMENDATION

This is to certify that the thesis

Submitted By:
Tulasi Ram Mainali

Entitled
WORKING CAPITAL MANAGEMENT OF BANK OF KATHMANDU LIMITED

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

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

Head of Research Department Campus Chief
&

Thesis Supervisor

………………………….
(Mr.Umesh Kumar Koirala)

Thesis Supervisor

Date: ………………………….



VIVA -VOCE SHEET

We have conducted the viva –voce examination of the thesis

Submitted by:
Tulasi Ram Mainali

Entitled
WORKING CAPITAL MANAGEMENT OF BANK OF KATHMANDU LIMITED

And found that 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 for Master of Business Studies (M.B.S.)

Viva-Voce Committee

Chairperson, Research Department …………………

Member (Thesis Supervisor) …………………

Member (Thesis Supervisor) …………………

Member (External Expert) …………………

Date: …………………



DECLARATION

I, hereby, declare that the work reported this thesis entitled “Working Capital

Management of Bank of Kathmandu Limited” submitted to Nepal Commerce

Campus, Faculty of Management, Tribhuvan University for the partial fulfillment of

the requirements of the Master’s of Degree in Business Studies under the guidance
and supervision of Prof. Dr. Bihari Binod Pokharel, Head of the Research

Department, and Mr. Umesh Kumar Koirala, Nepal Commerce Campus.

April,2009

…..…………….
Tulasi Ram Mainali

T.U. Regd. No. 7-1-25-575-96
Campus Roll No. 498/059



ACKNOWLEDGEMENTS

This thesis is prepared to submit as a partial fulfillment for the Master’s of Business

Studies set by T.U. on the topic “Working Capital Management of Bank of

Kathmandu Limited”. The sole aim of my study and presentation of this thesis is to

impart my knowledge about current policy of Bank of Kathmandu Limited referring

to the current data.

I would like to express my cordial appreciation to Prof. Dr. Bihari Binod Pokharel,

Head of the Research Department and Mr. Umesh Kumar Koirala, lecture of Nepal

Commerce Campus, for their guidance, supervision and inspiration during the

preparation of this thesis successfully.

I would also like to extend my appreciation to staff of Bank of Kathmandu Limited

for providing me necessary data.

Last but not least, I am eternally grateful to my family members and friends for their

constant support during the entire period of study.

Tulasi Ram Mainali



TABLE OF CONTENTS
Page No.

Viva-voce Sheet
Recommendation
Declaration
Acknowledgements
Table of Contents
List of Tables
List of Figures
Abbreviations

CHAPTER- 1: INTRODUCTION 1-10
1.1 Background of the Study 3
1.2 Focus of the Study 6
1.3 Statement of the Problem 7
1.4 Objectives of the Study 8
1.5 Significance of the Study 8
1.6 Limitations of the Study 9
1.7 Organization of the Study 10

CHAPTER- 2: REVIEW OF LITERATURE 11-43
2.1 Conceptual Framework 11
2.2 Concept of Working Capital 12
2.3 Classification of Working Capital 14
2.4 Objectives of Working Capital 15
2.5 Need of Working Capital 16
2.6 Determinants of Working Capital 17
2.7 Working Capital Policy 19

2.7.1 Working Capital investment policies 19
2.7.2 Working Capital Financing Policies 20

2.8 Review of Related Articles/ Journals 21
2.9 Review of Related thesis 24

CHAPTER-3: RESEARCH METHODOLOGY 29-37

3.1 Research Design 29
3.2 Population and Sample 30
3.3 Nature and Sources of Data 30
3.4 Data Processing Procedure 30



3.5 Tools and Techniques of Analysis 30
3.5.1 Financial Tools 31
3.5.2 Statistical Tools 36

CHAPTER - FOUR: DATA PRESENTATION AND ANALYSIS 38-70
4.1 Working Capital 38

4.1.1 Components of Current Assets 38
4.1.2 Component of Current Liabilities 40
4.1.3 Working Capital of BOKL 41

4.2 Liquidity Ratio 42
4.1.2 Current Ratio 43
4.2.2 Cash and Bank Balance to Current Assets Ratio 44
4.2.3 Cash and bank Balance to Total Deposit Ratio

(Excluding Fixed Deposit) 46
4.2.4 Saving Deposit to Total Deposit Ratio 47

4.3 Activity or Turnover Ratio 49
4.3.1 Loan and Advances to Total Deposit Ratio 49
4.3.2 Loan and Advances to Fixed Deposit Ratio 52

4.4 Profitability Ratio 54
4.4.1 Interest Earned to Total Assets Ratio 54
4.4.2 Net Profit to Total Assets Ratio 55
4.4.3 Net Profit to Total Deposit Ratio 57
4.4.4 Net Profit to Shareholders Equity Ratio 58
4.4.5 Cost of Service to Total Assets Ratio 60

4.5 Capital Structure or Leverage Ratio 61
4.5.1 Long-term Debt to Net Worth Ratio 61
4.5.2 Net Fixed Assets to Long-term Debt Ratio 63

4.6 Correlation Analysis 64
4.6.1 Coefficient of Correlation between Investment on Government 64
4.6.2 Coefficient of Correlation between Loan and Advance

and Total Deposits 65
4.6.3 Coefficient of Correlation between Cash and Bank

Balance and Current Liabilities 66
4.6.4 Coefficient of Correlation between Loan and Advance

and Net Profit 67
4.7 Major Findings of the Study 67

CHAPTER 5: SUMMARY, CONCLUSION AND RECOMMENDATIONS
71-74

5.1 Summary 71
5.2 Conclusion 72
5.2 Recommendations 73



BIBLIOGRAPHY

APPENDIX



LIST OF TABLES

Table No. Title Page No.
4.1 Components of Current Assets of BOKL 39
4.2 Components of Current Liabilities of BOKL 40
4.3 Working Capital of BOKL 41
4.4 Current Ratios of BOKL 43
4.5 Cash and Bank Balance to Current Assets Ratio of BOKL 45
4.6 Cash and Bank Balance to Total Deposit Ratio of BOKL 46
4.7 Saving Deposit to Total Deposit Ratio of BOKL 48
4.8 Loan and Advances to Total Deposit Ratio of BOKL 49
4.9 Loan and Advances to Fixed Deposit Ratio of BOKL 51
4.10 Loan and Advance to Saving Deposit Ratio of BOKL 53
4.11 Interest Earned to Total Assets Ratio of BOKL 54
4.12 Net Profit to Total Assets Ratio of BOKL 56
4.13 Net Profit to Total Deposit Ratio of BOKL 57
4.14 Net Profit to Shareholders Equity Ratio of BOKL 59
4.15 Cost of Service to Total Assets Ratio of BOKL 60
4.16 Long-term Debt to Net Worth Ratio of BOKL 62
4.17 Net Fixed Assets to Long-term Debt Ratio of BOKL 63
4.18 Coefficient of Correlation between Investment on

Government Securities and Total Deposit 65
4.19 Coefficient of Correlation between Loan and Advance

and Total Deposit 65
4.20 Coefficient of Correlation between Cash and Bank

Balance and Current Liabilities 66
4.21 Coefficient of Correlation between Loan and

Advance and Net Profit 67



LIST OF FIGURES

Figure No. Title Page No
4.1 Components of Current Assets of BOKL 39
4.2 Components of Currents Liabilities of BOKL 41
4.3 Working capital of BOKL 42
4.4 Current Ratio of BOKL 44
4.5 Cash and bank Balance to current Assets Ratio of BOKL 45
4.6 Cash and Bank Balance to Total Deposit Ratio of BOKL 47
4.7 Saving Deposit to Total Deposit Ratio of BOKL 49
4.8 Loan and Advances to Total Deposit Ratio of BOKL 50
4.9 Loan and Advances to Fixed Deposit Ratio of BOKL 52
4.10 Loan and Advances to Saving Deposit Ratio of BOKL 53
4.11 Interest Earned to Total Assets Ratio of BOKL 55
4.12 Net Profit to Total Assets Ratio of BOKL 56
4.13 Net Profit to Total Deposit Ratio of BOKL 58
4.14 Net Profit to Shareholders Equity Ratio of BOKL 59
4.15 Long-term Debt to Net Worth Ratio of BOKL 62
4.16 Net Fixed Assets to Long Term Debt Ratio of BOKL 64



ABBREVIATIONS

% Percentage

ABBS Any Bank Banking Services

BOKL Bank of Kathmandu Limited

B.S. Bikram Sambat (Nepalese Year)

EPS Earning Per Share

i.e. That is

LLP Loan Loss Provision

Ltd. Limited

NPA Non Performing Assets

NPL Non – Performing Loan

NRB Nepal Rastra Bank

P.E. Probable Error

r Correlation coefficient

r2 Coefficient of determination

ROE Return on Equity

Rs. Rupees

S/E Shareholder’s Equity


