A STUDY ON FINANCIAL ANALYS SOF
AGRICULTURAL DEVELOPMENT BANK
LIMITED

Submitted by:
Dipak Pandit
T.U. Reg. No. 32867-90
Exam Roll No. 4384
Campus Roll No. 283/059
CENTRAL DEPARTMENT OF MANAGEMENT

A Thesis
Submitted to:

Office of the Dean
Faculty of Management
Tribhuvan University

IN PARTIAL FULFILLMENT OF THE REQUIREMENT OF THE
MASTER’S OF BUSINESS STUDIES (M.B.S)

KIRTIPUR, KATHMANDU
APRIL 2012



RECOMMENDATION

Thisisto certify that the thesis
Submitted by
Dipak Pandit

Entitled

A Study on Finandal Analyss of Agricultural Devdopment
Bank Limited has been prepared as approved by this Department in the

prescribed format of the Faculty of Management. This thesisis forwarded

for examination.

Achyut Gyawali Prof. Dr. Bal Krishna Shrestha Prof. Dr. Dev Raj Adhikari
Thesis Supervisor Chairman, Head of Department
Research Committee

Date: 20..../.....1.....



VIVA-VOCE SHEET

We have conducted the viva-voce examination of the thesis presented
by

Dipak Pandit

Entitled

A Study on Financial Analyssof Agricultural Devde opment
Bank Limited and found the thesis to be the original work of the
student written according to the prescribed format. We recommend the
thesis to be accepted as partia fulfillment of the requirement for the
Master's Degree in Business Studies (M.B.S.)

Viva-Voce Committee

Chairperson Research Committee

Member (Thesis Supervisor)

Member (External Expert)
Member (Central Department of Management) : .............ccoeevvvennns

Date:



Acknowledgement

This Thesis has been undertaken to fulfill the requirement of Master’s in
Business Studies Degree of Tribhuvan University. The study is concerned on
the financial analysis of ADBL, a leading Nepalese Commercial Bank having
intensive network and analyzes the different dimensions of financia
performance. The study period covers five years from FY 2062/2063 to FY
2066/67. The data required for the study has been obtained from the annual
reports of the bank and the analysis has been done using both financial and
statistical tools.

| have obtained help form a number of persondlities, individuals and
institutions | would like to express my sincere thanks to all of them. At the
outset, | would like to express my deep gratitude towards my supervisor Mr.
Achyut Gaywali for intensive and constant guidance. It would not have been
possible for me to complete this research work without his guidance and kind
cooperation. Therefore, | owe great debt of gratitude to him.

| am equally indebted towards Prof. Dr. Bal Krishna Shrestha, the Chairman of
Research Committee and Prof. Dr. Dev Raj Adhikari for their proper guidance
and encouragement throughout the research work.

Other senior teachers and the staffs of central department of management have
aso helped me during the study period. | am equally indebted towards them.

This work has been completed with direct and indirect support of many
individuals, especially with the support of my parents, wife and other family
members and friends. In addition | have consulted the publications of different
individuals’ institutions. | owe specia thanksto them.

To the best of my efforts | have tried to make it my original work. Despite this
fact, there may be various shortcomings. | am aone responsible for them.

Date: April , 2012.

Dipak Pandit
Kalanki, Katmandu



DECLARATION

| here by declare that the work reported in this thesis entitled “(A STUDY
ON FINANCIAL ANALY SIS OF AGRICULTURE DEVELOPMENT BANK
LIMITED)” submitted to Office of the Dean, Faculty of Management,
Tribhuvan University, is my origina work done in the form of partial
fulfillment of the requirement for the Master’s Degree in Business Study
(M.B.S.)) under the supervision of Mr. Achyut Gyawali of Central
Department of Management Kirtipur.

Dipak Pandit
Researcher

Central Department of Management
Roll No. 4384



TABLE OF CONTENTS

Recommendation
VIVA-VOCE Sheet
Acknowledgement
Declaration

Table of Content
List of Tables

List of figures
Abbreviations

CHAPTER ONE: INTRODUCTION
1.1 Genera Background

1.1.1 Anoverview of ADBL

1.1.2 Transformation of ADBN to ADBL.
1.2 Statement of the Problems
1.30bjectives of the Study

1.4 Significance of the Study

1.5 Limitation of the Study

1.6 Organization of the study

CHAPTER-TWO: REVIEW OF LITERATURE
2.1 Introduction
2.2. Conceptual Framework

2.2.1. Concept of Banking

2.2.2 Emergence of ADBN as the Development Bank of Nepal
2.2.3 Main Functions of the ADBL

2.2.4 Organization and Management of the ADBL

2.2.5 Operationa Performance

2.2.5.1 Business Operation under Development Financing
2.2.5.2 Business operation under commercia Banking

2.2.6 Major Product of ADBL

2.3 Conceptual Framework of Financial Analysis

Vi

Xii

© © 00 N b W P

11
11

11
12
13
14
15
15
15
16
18



2.4 Review of the Nepalese Literature
2.4.1 Review of Articles

2.4.2. Review of Unpublished Thesis
2.5 Research Gap

CHAPTER-THREE : RESEARCH METHODOLOGY

3.1 Introduction
3.2 Research Design

3.3 Population and Sample
3.4 Data Collection Procedure
3.5 Data Period Covered

3.6 Method of Analysis

3.6.1 Financia ToolgAnaysis
3.6.2. Statistical Tools

CHAPTER-FOUR : PRESENTATION AND ANALYSISOF DATA

4.1 Financial Analysis

4.1.1 Analysisof Liquidity Position

4.1.2 Analysis of Assets Utilization of ADBL
4.1.3 Analysis of Profitability Situation of ADBL
4.1.4 Analysisof risk of ADBL

4.2 Statistical Analysis

4.2.1 Trend Analysis of Loan Investment

4.2.2 Trend Analysis of Principal Collection
4.2.3 Trend Analysis of Total Loan

4.2.4 Trend Analysis of Non-performing Interest Receivable
4.2.5 Trend Analysis of Net Profit after Tax
4.2.6 Trend Analysis of Total Deposit

4.2.7 Trend Analysis of Loan Loss Provision

4.2.8 Trend Analysis of Long Term Debt

Vii

20
20
25
28

29
29

30
30
30
31
31
37

42

42

49

61

69

69

71

72

74

75

77

78

80



4.2.9 Trend Analysis of Shareholders Equity 81

4.2.10 Trend Analysis of Non Banking Assets (NBA) 83
4.2.11 Trend Analysis of Bank Commission and Discount 84
4.3 Mgjor Findings of the Study 86

CHAPTER-FIVE: SUMMARY, CONCLUSION & RECOMMENDATION

5.1Summary 91
5.2 Conclusion 94
5.3 Recommendation 96
BIBLIOGRAPHY 101

APPENDIX -1 : Agriculture Development Bank Limited
Balance Sheet as of 2063 Ashad End to 2067 Ashad End. i
APPENDIX Il : Agricultural Development Bank Limited
Profit And Loss Account 2062/063 to 2066/067 Vi
Appendix I11 : Agriculture Development Bank limited

Statement of FY 2062/063 to 2066/067 Xi

viii



TableNo0.4.1:

Table No. 4.2:

Table No. 4.3:

Table No. 4.4:

Table No. 4.5

Table No. 4.6:

Table No. 4.8:

Table No. 4.9:

Table No. 4.10

Table No. 4.11

Table No. 4.12:

Table No. 4.13:

Table No. 4.14:

Table No. 4.15:

Table No. 4.16:

LIST OF TABLES

Page No.

Current Assets, Current Liabilities and Current Ratio of

ADBL

Quick Assets, Current Liabilities and Quick Ratio of ADBL

Cash, Bank Balance, Total Deposit and Bank Balance to
Deposit Ratio of ADBL

Cash and Bank Balance to Current Assets Ratio

Total Operating Income, Total Assets and Assets
Turnover Ratio

Investment, Total Deposit and Investment to Total
Deposit Ratio

Net Profit, Total Assets and Return on Assets Ratio of
ADBL

Net Profit, Common Equity and Return on Equity Ratio

: Net Profit, Operating Income and Profit Margin Ratio

: Net Interest Income, Interest earning Assets and Net

Interest Margin Ratio

Interest Spread of ADBL

Non Banking Assets, Total assets and NBA to Total
Assets Ratio

Non-Performing Loan, Total Loan and NPL Ratio
Non- Performing Loan, Total Assetsand NPL to
Total Assets Ratio

Loan Loss Provision, Total Loan and LLP Ratio

43

45

47

48

50

51

56

57

59

60

62

65

67



Table No. 4.17:
Table No. 4.18:
Table No. 4.19:
Table No. 4.20:
TableNo. 4.21 :
Table No. 4.22:
Table No. 4.23:

Table No. 4.24:

Table No. 4.25
Table No. 4.26

Table No. 4.27

Trend Value of Loan Investment
Trend Value of Principal Collection
Trend Value of Total Loan
Trend Value of Non-Performing Interest Receivables
Trend Value of Net Profit after Tax
Trend Value of Total Deposit
Trend Value of Loan Loss Provision
Trend Value of Long Term Debt
. Trend Value of Shareholder’s Equity
: Trend Value of Non-Banking Assets

. Trend Vaue of Bank Commission and Discount

70

71

73

74

76

77

79

80

82

83

85



SN.

Figure No
Figure No
Figure No
Figure No
Figure No
Figure No
Table No.
Figure No
Figure No
Figure No
Figure No.

Figure No.

Figure No.
Figure No.
Figure No.
Figure No.
Figure No.
Figure No.
Figure No.
Figure No.

Figure No.

Table No.

Figure No

LIST OF FIGURES

.4.1: Current Assets and Current Liabilities of ADBL

. 4.2: Quick Ratio, Quick Assets and Current Liabilitiesof ADBL

. 4.3: Cash, Bank Balance and Total Deposit (%) of ADBL
. 4.4: Cash, Bank Balance and Total Current Assets
.4.5: Tota Operating Income Total Assets Ratio of ADBL
. 4.6: Investment and Total Deposit of ADBL
4.7: Loan and Advances, Total Deposit and CD Ratio
. 4.7 Loan and Advances and Total Deposit of ADBL
. 4.8: Net Profit and Total Assetsof ADBL
. 4.9: Net Profit and Common Equity of ADBL
4.10 : Net Profit and Operating Income of ADBL
4.11: Net Interest Income and Interest earning Assets of ADBL
4.12: Interest Spread of ADBL
4.13: Non Banking Assets and Total assets of ADBL
4.14: Non-Performing Loan and Total Loan of ADBL
4.15: Non- Performing Loan and Total Assets of ADBL
4.16: Loan Loss Provision and Total Loan of ADBL
4.17: Trend Value of Loan Investment
4.18: Trend Value of Principal Collection
4.19: Trend Value of Total Loan
4.20: Trend Value of Non-Performing Interest Receivables
4.21 : Trend Value of Net Profit after Tax

.4.33: Trend Value of Net Profit after Tax

Xi

Page No.
44
46
47
49
50
52
53
53
55
56
58
59
61

63

66
68
70
72
73
75
76

76



Table No. 4.22 : Trend Value of Total Deposit

Figure No. 4.22: Trend Vaue of Total Deposit

Table No. 4.23 : Trend Value of Loan Loss Provision
Figure No. 4.23: Trend Value of Loan Loss Provision
Table No. 4.24: Trend Vaue of Long Term Debt
Figure No. 4.24 : Trend Value of Long Term Debt
Table No. 4.25 : Trend Value of Shareholder’s Equity
Figure No. 4.25 : Trend Value of Shareholder’s Equity
Table No. 4.26 : Trend Value of Non-Banking Assets
Figure No. 4.26 : Trend Vaue of Non-Banking Assets
Table No. 4.27 : Trend Value of Bank Commission and Discount

Figure No. 4.27: Trend Vaue of Bank Commission and Discount

Xii

77

78

79

79

80

81

82

82

83

85

85



ACTI
ACTRI
ADB/N
AMC
APP.
B.S.
CSIP
CTl

FY
GTZ
HMG/N
IAS
LRSC
NBA
NBL
NIDC
NPA
NPL
NRB
SFCL
SFDP

SKBBL
SPOs
TRC
TU

ABBREVIATIONS

Agricultural Credit Training Institute
Agricultural Credit Training & Research Institute
Agricultural Development Bank Nepal
Asset Management Company

Appendix

Bikram Sambat

Community Surface Irrigation Program
Center Training Institute

Fiscal Year

German Agency for Technical Co-operation
His Majesty’s Government of Nepal
International Accounting Standards

Land Reform Savings Corporation

Non Banking Assets

Nepal Bank Limited

Nepal Industrial Devel opment Corporation
Non Performing Assets

Non Performing Loan

Nepal Rastra Bank

Small Farmers Co-operative Limited
Small Farmers’ Development program
Small Farmers

Sana Kishan Bikash Bank Limited

Sub- Project Offices

Regional Training Center

Tribhuvan University

Xiil



