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ABBREVIATIONS

ATM : Automated Teller Machine

BOKL : Bank of Kathmandu Limited

C.V. : Co-efficient of Variance

CAR : Capital Adequacy Ratio

CD Ratio : Credit to Deposit Ratio

CIC : Credit Information Centre

DBL : Dubai Bank Limited

EBL : Everest Bank Limited

GDP : Gross Domestic Product

HBL : Himalayan Bank Limited

IPO : Initial Public Offering

JVBs : Joint Venture Banks

Nabil : Nepal Arab Bank Limited

NBBL : Nepal Bangladesh Bank Limited

NBL : Nepal Bank Limited

NIBL : Nepal Investment Bank Limited

NPAs : Non-performing Assets

NRB : Nepal Rastra Bank

P.Er. : Probable Error of Correlation Co-efficient

PM : Prime Minister

r : Co-efficient of Correlation

r2 : Co-efficient of Determination

RBB : Rastriya Banijya Bank

ROE : Return on Equity

RRDB : Regional Rural Development Bank

S.D. : Standard Deviation

SCBNL : Standard Chartered Bank Nepal Ltd.



TABLE OF CONTENTS

Recommendation

Viva Voce Sheet

Declaration

Acknowledgement

Table of Contents

List of Tables

List of Figures

Abbreviations

Page No.

CHAPTER – I INTRODUCTION

1.1 Background 1

1.2 Background of the Nepalese Banking System 5

1.3 Focus of the Study 13

1.4 Statement of the Problem 13

1.5 Objectives of the Study 15

1.6 Significance of the Study 16

1.7 Limitations of the Study 16

1.8 Organization of the Study

CHAPTER – II REVIEW OF LITERATURE

2.1 Conceptual Review 19

2.1.1 Investment 19

2.1.2 Investment Policy of a Bank 23

2.1.3 Feature of Sound Lending Policy 24

2.1.4 Meaning of Some Important Terms 26
2.2 Review of Books 29

2.3 Review of Related Studies 31

2.3.1 Review of NRB Act 31

2.3.2 Review of Articles/Journals 37

2.3.3 Review of Research Paper 39

2.3.4 Review of Thesis 43



2.4 Research Gap 49

CHAPTER – III RESEARCH METHODOLOGY

3.1 Introduction 50

3.2 Research Design 50

3.3 Population and Sample 50

3.4 Nature and Sources of Data 51

3.5 Data Collection Procedure 51

3.6 Data Analysis Tool 51

3.6.1 Financial Tools 52

3.6.2 Statistical Tools 60

3.7 Limitations of the Research Methodology 64
1.1.1.1

1.1.1.2 CHAPTER – IV DATA PRESENTATION AND ANALYSIS
4.1 Analysis of Liquidity Position 65

4.1.1 Cash and Bank Balance to Total Deposit Ratio 65

4.1.2 Investment on Government Securities to Current Assets Ratio 66

4.1.3 Loan and Advances to Current Asset Ratio 67

4.2 Analysis of the Assets Management Position of the Banks 68

4.2.1 Loan and Advances to Total Deposit Ratio 68

4.2.2 Total Investment to Total Deposit Ratio 70

4.2.3 Loan and Advances to Total Working Fund Ratio 72

4.2.4 Investment on Government Securities to

Total Working Fund Ratio 73

4.3 Analysis of the Profitability Position 74

4.3.1 Return on Loan and Advances Ratio 75

4.3.2 Return on Equity (ROE) 76

4.3.3 Total Interest Earned to Total outside Assets Ratio 78

4.4 Analysis of Risk Position 79

4.4.1 Credit Risk Ratio 79

4.5 Analysis of Growth Position 80



4.5.1 Growth Ratio of Total Deposits 81
4.5.2 Growth Ratio of Loan and Advances 82
4.5.3 Growth Ratio of Total Investment

83
4.5.4 Growth Ratio of Net Profit

84
4.6 Analysis of Relationship 85

4.6.1 Relationship between Deposit and Loan and Advances 85

4.6.2 Relationship between Deposit and Total Investment 86

4.6.3 Relationship between Outside Assets and Net Profit 88

4.7 Trend Analysis 89

4.7.1 Trend Analysis of Total Deposits of NABIL and BOKL 89
4.7.2 Trend Analysis of Loan and Advances 90

4.7.3 Trend Analysis of Total Investment 92

4.7.4 Trend Analysis of Net Profit 93

4.8 Chi-square (2) Test 94

4.9 Major Findings of the Study 95

CHAPTER – V SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 Summary 98

5.2 Conclusion 99

5.3 Recommendations 101

1.1.2

1.1.3 Bibliography

Appendices



1.1.4LIST OF TABLES

Table No. Title Page No.

1.1.5 1.1 List of Licensed Commercial Banks 10

2.1 Provision for Maintaining Minimum Capital Fund 32

2.3 Provision for Capital Adequacy Funds 34

4.1 Cash and Bank Balance to Total Deposit Ratio 65

4.2 Investment on Government Securities to Current Assets Ratio 66

4.3 Loan and Advances to current Assets Ratio 68

4.4 Loan and Advances to Total Deposit Ratio 69

4.5 Total Investment to Total Deposit Ratio 70

4.6 Loan and Advances to Total Working Fund Ratio 72

4.7 Investment on Government Securities to

Total Working Fund Ratio 73

4.8 Return on Loan and Advances Ratio 75

4.9 Return on Equity 76

4.10 Total Interest Earned to Total Outside Assets Ratio 78

4.11 Credit Risk Ratio 80

4.12 Growth Ratio of Total Deposits 81

4.13 Growth Ratio of Loan and Advances 82

4.14 Growth Ratio of Total Investment 83

4.15 Growth Ratio of Net Profit 84

1.1.5.1.1 4.16 Correlation between Deposit and Loan and Advances 85

1.1.5.1.2 4.17 Correlation between Deposit and Total Investment 87

1.1.5.1.3 4.18 Correlation between Total Outside Assets and Net Profit

88

1.1.5.1.4 4.19 Trend Values of Total Deposits of NABIL and BOKL 89

1.1.5.1.5 4.20 Trend Values of Loan and Advances of NABIL and BOKL

91

1.1.5.1.6 4.21 Trend Values of Total Investment of NABIL and BOKL 92



1.1.5.1.6.1.1 4.22 Trend values of Net Profit of Nabil and BOKL 93

4.23 Loan and Advances to Total Deposit Ratio 94

4.24 Total Investment to Total Deposit Ratio 95

LIST OF FIGURES

Figure No. Title Page No.

1.1.6 4.1 Loan and Advances to Total Deposit Ratio 69

1.1.7 4.2 Total Investment to Total Deposit Ratio 71

1.1.8 4.3 Loan and Advances to Total Working Fund Ratio 72

4.4 Investment on Government Securities to Total Working Fund 74

1.1.9 4.5 Return on Loan and Advances Ratio 75

1.1.10 4.6 Return on Equity 77

1.1.11 4.7 Total Interest Earned to Total outside Assets

Ratio 78

1.1.12 4.8 Growth of Total Deposit 81

1.1.13 4.9 Growth of Loan and Advances 82

1.1.14 4.10 Growth of Total Investment 83

4.11 Growth Ratio of Net Profit 84

1.1.14.1.1.1.14.12 Trend Lines of Total Deposit of NABIL and BOKL 90

1.1.14.1.2 4.13 Trend Lines of Loan and Advances of NABIL and BOKL91

1.1.14.1.3 4.14 Trend Lines of Total Investment of NABIL and BOKL 92

1.1.14.1.4 4.15 Trend Lines of Net Profit of NABIL and BOKL 94


