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ABBREVIATIONS

% : Percentage

AD : Anno Domini

BOKL : Bank of Kathmandu Limited

BS : Bikram Sambat

C.V : Coefficient of Variation

CRR : Cash Reserve Ratio

EBL : Everest Bank Limited

FY : Fiscal Year

GDP : Growth Domestics Products

GON : Government of Nepal

GON : Government of Nepal

HBL : Himalayan Bank Limited

i.e : that is

NBBL : Nepal Bangladesh Bank Limited

NBL : Nepal Bank Limited

NIBL : Nepal Investment Bank Limited

NRB : Nepal Rastra Bank

NSBL : Nepal SBI Bank Limited

P.E. : Probable Error

r : Correlation

R2 : Coefficient of Determination

Rs. : Rupees

S.D : Standard Deviation



TABLES OF CONTENTS
Recommendation
Viva-Voce Sheet
Declaration
Acknowledgements
Table of Contents
List of Tables
List of Figures
Abbreviations

Page No.
CHAPTER – I INTRODUCTION

1.1 Background of Study 1

1.1.1 Features of a Sound Lending and Investment Policy 2
1.1.2 Concept of Commercials Banks 5
1.1.3 History of Banking in Nepal 6

1.2 Focus of the Study 8
1.3 Statement of the Problem 10
1.4 Objectives of the Study 12
1.5 Significance of the Study 12
1.6 Limitations of the Study 13
1.7 Organization of the Study 13

CHAPTER-II REVIEW OF LITERATURE
2.1 Concept 15

2.1.1 Principle of Sound Investment Policy 15
2.1.2 Some Important Terms 17

2.2 Review of Books and Articles 19
2.3 Review of Legislative Provision 26
2.4 Review of Previous Research Works 30
2.5 Research Gap 35

CHAPTER- III RESEARCH METHODOLOGY
3.1 Introduction 37

3.1.1 Research Design 37
3.1.2 Sources of Data 37
3.1.3 Population and Sample 38

3.2 Methods of Data Analysis 39
3.2.1 Ratio of Commercial Banks Investment to Sample Bank Investment 39
3.2.2 Segregation of Total Investment of Sample Banks 40

3.3 Financial Tools 40
3.3.1 Ratio Analysis 40
3.3.2 Asset Management Ratio 40

3.4 Statistical Tools 43
3.4.1 Multiple Regression Analysis 43
3.4.2 Co-efficient of Correlation Analysis 43
3.4.3 Coefficient of Determination (R²) 44
3.4.4  Probable Error of Coefficient. of Correlation 44
3.4.5 Trend Analysis (The Least-Square Method) 45
3.4.6 Arithmetic Mean 46



3.4.7 Standard Deviation 46
3.4.8 Co-Variance (C.V.) 47

CHAPTER- IV DATA PRESENTATION AND ANALYSIS
4.1 Presentation and Analysis of Secondary Data 48

4.1.1 Ratio of Commercial Banks Investment to Sample Banks Investment 48
4.1.1.1 Ratio of NIBL Investment to Total Commercial Banks Investment 48
4.1.1.2 Ratio of HBL Investment to Total Commercial Banks Investment 49
4.1.1.3   Ratio of NSBI Investment to Total Commercial Banks Investment 49
4.1.1.4   Ratio of EBL Investment to Total Commercial Banks Investment 50
4.1.1.5 Ratio of BoKL Investment to Total Commercial Banks Investment 51

4.1.2 Segregation of Investment 52
4.1.2.1   Segregation of Investment of NIBL Bank 52
4.1.2.2   Segregation of Investment of HBL Bank 53
4.1.2.3   Segregation of Investment of NSBIBL 54
4.1.2.4   Segregation of Investment of EBL Bank 54
4.1.2.5 Segregation of Investment of BoKL 55

4.1.3 Asset Management Ratio 56
4.1.3.1 Ratio of Total Investment to Total Deposit 56
4.1.3.2 Ratio of Total Investment Plus Loan and Advance with Deposits 60
4.1.3.3 Ratio of Investment and Total Assets 64
4.1.3.4 Investment on Government Securities to Total Assets Ratio 67
4.1.3.5 Investment on Shares and Debentures to Total Assets Ratio 71

4.1.4 Growth Ratios 76
4.1.4.1 Growth Ratio of Total Investment 76
4.1.4.2 Growth Ratios of Deposits 77
4.1.4.3 Growth Ratio of Loan and Advances 78

4.1.5 Statistical Analysis 79
4.1.5.1 Testing of Hypothesis 79
4.1.5.2 Multiple Regression Analysis 84
4.1.5.3 Co-efficient of Correlation Analysis between

Investment and Deposits 88
4.1.5.4 Trend Analysis and Projection for Next 5 Years 90

4.2 Presentation and Analysis of Primary Data 92
4.2.1 Questionnaire Analysis 92

4.3 Major Findings of the Study 96

CHAPTER- IV SUMMARY, CONCLUSIONS AND RECOMMENDATIONS
5.1 Summary 99
5.2 Conclusions 100
5.3 Recommendations 101

Bibliography
Annex



LIST OF TABLES
Table No. Title Page No.
1.1 List of Commercial Banks & their Date of Operation in B.S. 7
4.1 Total Commercial Banks Investment to NIBL Investment Ratio 48
4.2 Total Commercial Banks Investment to HBL Investment Ratio 49
4.3 Total Commercial Banks Investment to NSBIBL Investment Ratio 50
4.4 Total Commercial Banks Investment to EBL Investment Ratio 51
4.5 Total Commercial Banks Investment to BoKL Investment Ratio 51
4.6 Segregation of Investment of NIBL 53
4.7 Segregation of Investment of HBL 53
4.8 Segregation of Investment of NSBIBL 54
4.9 Segregation of Investment of EBL 55
4.10     Segregation of Investment of BoKL 55
4.11 Total Investment to Total Deposit Ratio of NIBL 57
4.12 Total Investment to Total Deposit Ratio of HBL 57
4.13 Total Investment to Total Deposit Ratio of NSBIBL 58
4.14 Total Investment to Total Deposit Ratio of EBL 58
4.15 Total Investment to Total Deposit Ratio of BoKL 59
4.16     Total Investment plus Loan and Advancement to Deposits ratio of HBL 61
4.17     Total Investment Plus Loan and Advancement to Deposits

Ratio of  NIBL 61
4.18 Total Investment Plus Loan and Advancement to

Deposits Ratio of   NSBIBL 62
4.19    Total Investment Plus Loan and Advancement to Deposits Ratio of EBL 62
4.20 Total Investment plus Loan and Advancement to

Deposits Ratio of BoKL 63
4.21 Total Investment to Total Assets Ratio of NIBL 64
4.22    Total Investment to Total Assets Ratio of HBL 65

4.23 Total Investment to Total Assets Ratio of NSBIBL 65
4.24 Total Investment to Total Assets Ratio of EBL 66
4.25 Total Investment to Total Assets Ratio of BoKL 66
4.26 Investment on Government Securities to Total Assets Ratio of NIBL 68
4.27     Investment on Government Securities to Total Assets Ratio of HBL 69
4.28 Investment on Government Securities to Total Assets Ratio of NSBIBL 69
4.29 Investment on Government Securities to Total Assets Ratio of EBL 70

4.30 Investment on Government Securities to Total Assets Ratio of BoKL 70
4.31     Investment on Share and Debentures to Total Assets Ratio of NIBL 72
4.32 Investment on Share and Debentures to Total Assets Ratio of HBL 73
4.33 Investment on Share and Debentures to Total Assets Ratio of NSBIBL 73
4.34 Investment on Share and Debentures to Total Assets Ratio of EBL 74
4.35    Investment on Share and Debentures to Total Assets Ratio of BOKL 74

4.36 Growth Ratio of Investment 76
4.37 Growth Ratio of Deposit 77
4.39 Growth Ratio of Loan and Advance 78
4.40 Correlation Between Investment and Deposits 89



4.41 Trend Values of Investment 91
4.42 Sector-Wise Preference for Investment 92
4.43 Investors Awareness on the Stock Market 93
4.44 Financial Publication Analysis 93
4.45 Political Environment Analysis 94
4.46 Factors Influencing Analysis 94
4.47 Trend Analysis 94
4.48 Landing Process Analysis 95
4.49 Bank Loan Analysis 95
4.50 Loan Type Analysis 96



LIST OF FIGURES
Figure No. Title Page No.
4.1 Total Commercial Banks Investment to Total Investment Ratio 52
4.2 Total Investment to Total Deposit Ratio 60
4.3 Total Investment Plus Loan and Advancement to Deposits Ratio 64
4.4 Total Investment to Total Assets Ratio 67
4.5 Investment on Government Securities to Total Assets Ratio 71 4.6

Investment on Shares and Debentures to Total Assets Ratio 75
4.7 Growth Ratio of Investment 76
4.8 Growth Ratios of Deposits 77
4.9 Growth Ratios of Loan and Advances 78
4.10 Trend Value Investment 92


