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INTRODUCTION 

With 23 years of banking operation, Himalayan Bank Ltd. is a force to be reckoned with in the 

Nepalese banking. HBL, since its inception has been a customer centric bank by connecting 

customers to opportunities, enabling the businesses to thrive, economies to prosper and 

ultimately helping people to fulfill their hopes & realize ambitions. Himalayan Bank Ltd. (HBL) 

was established in 1993 in joint venture with Habib Bank Limited of Pakistan.  

Services that HBL provides: 

DEPOSIT PRODUCTS  

Normal Savings 

Himal Saving 

Bishesh Savings 

Premium Savings  

Super Premium Savings  

Himal Remit Savings 

Nari Bachat 

Shareholder’s Savings    

3 Years Recurring: For monthly fixed deposit 

Fixed Deposit   

Special Payroll 

Current Call 

  

LOAN FACILITY 

Subidha Loan 

Home Loan  

Hire Purchase Loan  

SME Loan: Special loan package meant for small and medium sized enterprises 

SPB Loan: For purchase of assets or loan against already owned property  
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Consumer Financing 

Credit Services  

Corporate Lending 

Retail/Consumer Lending 

Card Debit  

HBL Debit Card  

HBL Credit Card  

American Express Gold Credit Card  

HBL Prepaid Card  

Himal Remit  

ANCILLARY SERVICES  

SMS banking 

Himal@net - Internet Banking  

24/7 Automated Teller Machines (ATMs) 

365 days banking  

Any Branch Banking Services (ABBS) 

Fund transfer 

Fee collection/payment services: For educational institutions   

Service package for students: For those going abroad for higher studies 

SMS Alert: Sends SMS notifications on Debit & Credit transaction 

Internet Banking 

Safe Deposit Locker 

e-Commerce: A payment gateway that allows customers to payonline using Visa/Mastercard 

BANCASSURANCE  

Bancassurance gives the bank’s customers’ access to financial products of insurance companies, 

both life and non-life. 
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ANALYSIS (All figures are in ‘000’) 

CAPITAL ANALYSIS 

CAPITAL ADEQUACY RATIO 

The CAR of 11% has been maintained by the bank after the second year. Slight fluctuations  can 

be seen but the ratio has been maintained. The TIER I capital requirement of 6% has  

been maintained throughout the time period of 5 years.  
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LEVERAGE RATIO 

The leverage ratio measures the leverage of the bank’s TIER I capital.  What is the capacity of 

the bank to take the blow in times of financial crisis, is what  is measured by the Leverage ratio.  

The leverage ratio of the bank is at an average of 4% for the first three years, but has drastically 

fallen in the third year. While CAR has been managed for all these years, the fall in core capital 

in third year has been covered up by other reserves. The rise in core capital is slight while the 

rise in the total assets is drastic. This is the reason for the drastic fall in the fourth year.  
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Leverage Ratio 
(Core Capital/ Total 
Assets)

4.15% 4.33% 4.42% 3.88% 3.93%

Core Capital 2,000,000 2,400,000 2,760,000 2,898,000  3,332,700

Total Assets 48,137,497 55,367,467 62,486,557 74,718,816 84,753,328



ASSET QUALITY ANALYSIS 

ROA 

  

Return of asset is an indicator of how profitable a company is relative to its total assets. The 

trend shows that the ROA is decreasing, it means that assets of Himalayan Bank has not been 

utilized in relation to its expense. There has been major decrease in ROA in year 2012/13 and 

Particulars 2010/11 2011/12 2012/13 2013/14 2014/15

Total Revenue 2,602,600 2,919,218 3,529,962 3,760,879 4,081,208

Total Assets 48,137,497 55,367,467 62,486,557 74,718,816 84,753,328

Total expenses including tax 1,709,485 1,960,580 2,586,264 2,801,772 2,968,922

Asset Utilization 0.0541 0.0527 0.0565 0.0503 0.0482

Expenses Ratio 0.0355 0.0354 0.0414 0.0375 0.0350

ROA 1.86% 1.73% 1.51% 1.28% 1.31%
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2014/15. This decrease is due to extensive increase in expense ratio. Hence, Himalayan Bank is 

not able to manage its expenses. 

NPA TO TOTAL LOAN  

Nonperforming loans to total gross loans ratio is calculated by using the value of nonperforming 

loans (NPLs) as the numerator and the total value of the loan portfolio (including NPLs, and 

before the deduction of specific loan-loss provisions) as the denominator. It is often used as a 
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NPA to Total Loan

Non performing assests 1391261 751741.0857 1186558.8 911,515 1,783,953

Provision for loan loss 471,729 505,491 842,900 1,080,863 1,413,568

Total Loan 32,968,270 35,968,473 41,057,398 46,449,329 55,428,007

NPA to Total Loan 4.22% 2.09% 2.89% 1.97% 3.21%



proxy for asset quality and is intended to identify problems with asset quality in the loan 

portfolio. 

Here the total loans of this bank includes: Real Estate Loan ( Residential Real Estate except 

Personal Home Loan, Business Complex & Residential Apartment Construction), Income 

Generating Commercial Complex , Other Real Estate Loan (including Land Purchase & 

Plotting), Personal Home Loan , Margin Type, Term Loan and Overdraft Loan/TR Loan/WC 

Loan. The trend of the HBL shows the frequent increase and decrease in the ratio every 5 years. 

BURDEN/TA 

Burden/TA= (Non interest expenses- Non interest income)/ Total assets 

The ratio shows the % of net non interest income in the total assets. 
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Particulars 2010/11 2011/12 2012/13 2013/2014 2014/2015

Total Assets 48,137,497 55,367,467 62,486,557 74,718,816 84753328

Net non interest income 673,599 519,354 1,131,580 873,017 1,218,605

Burden/TA 1.40% 0.94% 1.81% 1.17% 1.44%



INTEREST INCOME/EA 

 

This ratio is affected by the interest income and earning assets. It measures how much income is 

generated from the earning assets of the bank. (In this calculation we have used investment and 

loans, advances & bills purchased to calculate earning assets.) 

The trend analysis of interest income/EA shows a decreasing trend. In the FY 2010/11 the ratio 

was 10.36% which has drastically decreased to 6.38% in FY 2014/15. As explained earlier in  

ROA this can be due to the lack of reinvestment opportunity. The banks had excess liquidity 

which resulted in parking the funds in low return investment.  

Particulars 2010/11 2011/12 2012/13 2013/2014 2014/2015

Earning Assets 41,738,209 46,000,053 54,049,443 66,291,389 72,541,396

Interest Income 4,326,141 4,724,887 4,627,335 4,742,975 4,627,751

Interest Income/ EA 10.36% 10.27% 8.56% 7.15% 6.38%
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EARNINGS ANALYSIS 

RETURN ON EQUITY 

ROE = Net Income/ Total Equity 

This ratio is affected by the net income and the level of capitalization of Himalayan Bank. It 

measures the increased net worth and ability to pay dividend. It mainly measures the return on 

the shareholders equity. But it wholly can't be an indicator of the earning for the bank.   

Viewing the trend of Himalayan Bank from the FY 2010/11 to FY2014/15 it shows a decreasing 

trend.  With ROE of 22.35% in FY2010/11 it has decreased to 15.98% in 2014/15. 
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Particulars 2010/11 2011/12 2012/13 2013/2014 2014/2015

Net Income 893,115 958,638 943,698 959,107 1,112,286

Total Equity 3,995,478 4,632,010 5,299,708 6,083,411 6,958,900

ROE 22.35% 20.70% 17.81% 15.77% 15.98%
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This can be due to the increase in the total equity. The increase in total equity is more compared 

to the net income of the bank; this can be one of the reasons for the decrease in ROE. 

The banks had to park their fund in low return investment tools like treasury bills which resulted 

in lack of reinvestment opportunity. This could also be the reason for growth of net income not in 

the same trend as equity. The requirement of NRB to increase the capital may also be a potential 

reason for the high growth of total equity. 

P/E RATIO 

The price earnings ratio is the ratio for valuing a company that measures its current share price 

relative to its per share earnings. From 2010/11 P/E ratio has been increasing till 2013/14 but we 

can see a steep decline in 2014/15. 
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Here, stock price in 2014/15 is Rs. 813 while it was Rs. 941 in 2013/14, the reason behind this is 

the stock has been undervalued in 2014/15. Because of this undervaluation of the stock price the 

P/E ratio of Himalayan bank has decreased. 

NET INTEREST INCOME MARGIN 

 Net Interest margin measures the difference between interest paid and interest received, adjusted 

relative to the amount of interest-generating assets. There are several reasons as to why changes 

happens in NII margin i.e. increase and decrease in the supply and demand of loanable funds and 

in deposits interests.  
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The trend of HBL has shown the drastic decrease in NII from the 1st to 2nd year. The pace of 

downturn in the 1st-2nd year changed into similar pace of uplift in 3rd year. But the 4th and 5th year 

saw decreasing trend consecutively. The income and expense of the 2nd year is both relatively 

increasing. The 3rd year shows the relatively high decrease in expense. The year 4 sees the 

increase in both the expense and income. In 5th year, the expense has decreased relatively higher 

to that of income. Though the banks had enough earning assets they could not invest in the high 

return investment which caused in the decrease of interest income. This may have led into the 

decrease of the ratio. 

INTEREST EXPENSES/ INTEREST BEARING LIABILITIES 
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Particulars 2010/11 2011/12 2012/13 2013/2014 2014/2015

Interest Expenses 2,414,807 2,816,441 2,119,062 2,248,798 1,954,263

Interest Bearing 
Liabities 41430627 48230994 54260748 65774848 74138200

Interest expenses/ 
Interest Bear. 
Liabilities 5.83% 5.84% 3.91% 3.42% 2.64%
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This ratio highly depends on the interest expenses and interest bearing liabilities. (In this 

calculation we have used borrowings and deposit liabilities to calculate the interest bearing 

liabilities.) 

The figure shows decreasing trend in the ratio of interest expenses and interest bearing liabilities. 

The percentage has decreased from 5.83% in FY 2010/11 to 2.64% in 2014/15. The main reason 

behind this is the decrease in the interest expenses of the Himalayan bank. As explained in earlier 

topics the banks have excess liquidity which might have decreased in the percentage of inter-

bank lending causing decrease in the interest expenses.  

EARNING BASE 

Earning Base = Earning assets/ total assets 

Earning base is affected by the amount of earning assets of the bank. It shows us the percentage 

of the assets in the bank which generates income for it.  

The figure shows fluctuating trend of earning base in case of Himalayan Bank. The trend shows 

the percentage of earning assets was 86.7% in FY 2010/11 which went down to 83.1% in FY 

2011/12 again increasing in two consecutive years and was 85.6% in FY 2014/15. This shows 

that in the total assets of the bank, more than 80% is earning assets which are a good point for 

bank as they can generate income from those assets. 

Particulars 2010/11 2011/12 2012/13 2013/2014 2014/2015

Earning Assets 41,738,209 46,000,053 54,049,443 66,291,389 72,541,396

Total Assets 48,137,497 55,367,467 62,486,557 74,718,816 84753328

Earning Base 86.7% 83.1% 86.5% 88.7% 85.6%
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Though the earning assets are above 80% it has decreased in FY 2014/15 as banks hesitate to 

invest because they are getting opportunity to invest only in low return investments. The 

decreased investment in FY 2014//15 has decreased the earning base of the bank. 

SPREAD 

 Spread= (Interest income/Earning assets)-(Interest expenses/ Interest bearing liabilities) 
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Interest Income/ EA 10.36% 10.27% 8.56% 7.15% 6.38%
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The spreads shows difference between the interest income and interest expenses. NRB has a 

regulation that the interest rate shouldn’t exceed 5% but in case of Himalayan Bank it has always 

kept the spread below 5%.  

The interest spread has been decreasing in five consecutive years of our analysis. It shows that 

the bank has the possibility to increase the spread but it hasn’t done so. If it could increase the 

spread it can gain more profit from the interest income. 

The investments have decreased and also the borrowing (may be interbank borrowing) has 

drastically increased in FY 2014/15 which has caused in the fluctuation of interest spread 

respectively affecting the interest income and interest expenses.  

LIQUIDITY ANALYSIS 

CRR 

Particulars 2010-11 2011-12 2012-13 2013-14 2014-15

Balance with 

NRB

1,390,625,787 3,979,163,789 2,427,014,381 3,766,154,837 5,873,158,748
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As per the requirements of NRB, 6% of the deposits of the bank has to be maintained with NRB 

which is known as the Cash Reserve Requirements (CRR).  

At the beginning of 2010, the bank’s CRR has not been maintained. During the proceeding year 

CRR increased more than required. During the first year balance with NRB increased so the ratio 

rose to about 8.34%. During the third year, the ratio fell to 4.57% because deposits increased but 

the balance with NRB was reduced. The CRR of the fourth year is also less than required. During 

the last year required balance has been maintained.  

Deposits 40,920,627,030 47,730,993,909 53,072,319,487 64,674,848,00073,538,200,185

CRR (6% of 

deposit)

3.40% 8.34% 4.57% 5.82% 7.99%
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LIQUID ASSET TO DEPOSIT RATIO 

 

This ratio shows the percentage of liquid assets in comparison to deposits that has been 

maintained as liquid assets. In this case, liquid assets include cash balance, money at call, 

treasury bills and current accounts with other banks.  

Liquid Asset to Deposit 
Ratio

17.19% 18.96% 19.90% 18.76% 16.95%

Deposit 40,920,627 47,730,994 53,072,319 64,674,848 73,538,200

Cash Balance 632,046 951,334 865,059 1,112,465 1,349,262

Money at Call 734,000 264,600 2,061,832 196,100 1,063,950

Treasury Bills 4,725,585 6,402,964 7,279,759 10,158,619 8,886,097

Current Account with 
other banks

941,979 1,431,798 356,124 663,970 1,164,992
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Liquid assets to deposits ratio was highest during the third year and is falling in the last two 

years. This could be because of NRB regulations to monitor excess liquidity in the market.  

LOAN TO DEPOSIT RATIO 

The loan-to-deposit ratio (LTD) is a commonly used statistic for assessing a bank's liquidity by 

dividing the bank's total loans by its total deposits. This number is expressed as a percentage. If 

the ratio is too high, it means that the bank may not have enough liquidity to cover any 

unforeseen fund requirements, and conversely, if the ratio is too low, the bank may not be 

earning as much as it could be. 

The Loan to deposit ratio has drastically risen in the third year. The bank cannot lend more than 

80% of its deposit. But the bank is seen providing more than 80% loan during the first and the 

third year. In this regard, the CRR requirement of the bank in the first and the third year has also 

decreased.  

Loan to deposit ratio 

(total loan/total 

deposit)

80.57% 75.36% 86.02% 71.82% 75.37%

Total Loans (assets) 32,968,270 35,968,473 41,057,398 46,449,329 55,428,007  

Total Deposits 

(liabilities)

40,920,627 47,730,994 47,730,994 64,674,848 73,538,200
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RECOMMENDATION AND CONCLUSION  

The ROE of HBL is decreasing in the years we have analyzed. The equity was increasing but not 

the income in the same trend. Banks had low return investment inside the country and in this 

condition they could invest in the projects outside the country. The portfolio of investment 

should be made more diversified to increase the income. 

The same was the case in interest income from the earning assets. Though the earning asset was 

high it couldn’t generate enough income. Bank should search for those investments which can 

provide them more income. The excess liquidity has decreased the interest income. This excess 

liquidity has to be managed through investments or providing loans. Government was planning 

to construct more hydro power plants which can be a good project to invest. Though it is long 

term investment it can generate some income for the bank. 

We can see that the interest expenses are going down which is good for the bank. The earning 

base is also fluctuating. Spread is maintained. As we look into the profitability ratios we can see 

that the excess liquidity of the bank has played a key role. When there are options for low return 

investment only the bank was hesitant to invest and kept the cash with itself. May be there are 

other internal reasons for the low ratios which can't be accessed currently with the given 

information but liquidity in banks has also affected the profitability. 

As per requirement set by NRB,  HBL should increase it's spread to 5% so they hence as 

explained above need to invest in long term loans or investment  to have high interest income. 

And since interest expense is going down due to highly liquid market.  But since their is 

competition in the market HBL has to maintain the interest it pays to the depositors so as to 

maintain its long term fund requirement.  

In our view point HBL should look for other options for investment. If the options are not inside 

country then they can invest in foreign countries as well. Liquidity in banks can avoid bank runs 

but it can have direct effect in the profitability of the bank. It will be better if it can invest in 
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some projects even with low return because it will be generating some income in place of not 

generating any. 

NPA to loan of HBL has been fluctuating from past 5 years.  This shows that HBL is not able to 

manage its loan portfolio properly.  It also needs to follow the following guidelines for better 

credit management: 

1) Client profiling is the first step to improve NPLs management. Better data means better risk 

taking and client profiling, combining information on financial assets and their financial and 

consumption behaviors, can help to balance a high level of industrialization within a pre-defined 

set of actions for low-value clients and a bespoken approach for high-value ones, reducing costs 

and time to recovery. 

2) Define a retail strategy library to offer the best product to each client profile, combining data 

on customer behaviors, personal income and net worth 

3) Redesign the operating model for corporate loans developing a workflow management tool to 

facilitate collaboration between credit and commercial units. A better collaboration and 

integration across units can turn up to a 50% increase of the repayment rate (the number of 

positions with repayments on total position managed). 

3) Optimize legal services adopting a value based compensation model depending on the value 

effectively recovered. Legal expenses can be reduced by 20-30% with also benefits on the 

overall recovery time. 

4) Launch a Collateral Recovery Data Quality Program leveraging on existing information on 

collateral agreements and defining dedicated crash programs to improve the collateral data set to 

better address recovery strategies. 

5) Collateral management using advanced analytics to combine information on properties value, 

collateral, borrowers, guarantors (i.e. valuation, auction information) to monitor unexpected 

depreciations. A better collateral management can reduce loan losses on collateral positions by 

5-10%. 
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6) Early warning & Forward Looking models leveraging on predictive analytics to improve 

credit portfolio quality. This initiatives can reduce the portfolio deterioration by 30-40% 

The ratio of the FY 2012/13 is considered good for the company as the bank’s ratio was higher 

than the industry average i.e. greater by 3%. And for other 4 years, bank has obtained the ratio 

lesser than the industry’s average. For the increment of the ratio, HBL should increase the liquid 

asset which includes cash and due from banks, trading securities and at fair value through 

income, loans and advances to banks, reverse repos and cash collaterals.  

The LD ratio of HBL is observed to exceed the limit of 80% in FY 2010/11 and FY 2012/13. 

HBL should maintain the LD of 80% to prevent facing liquidity risk and actions from the central 

bank.  

Multiple factors can cause changes in LTD ratios. For example, when the NRB lowers interest 

rates, the low rates encourage consumers to take out loans. Simultaneously, however, these rates 

discourage investors from investing or buying securities, thus increasing the amount of cash they 

tend to deposit into bank accounts. Shifts such as these can lower the overall LTD ratio.  

P/E ratio is increasing as shown by the past trend of 5 years. The increasing P/E ratio is good for 

the banks financial condition. It means that price per share is increasing as per the earning means 

more funds is coming in the bank so more funds can be utilized to expand the business. So, HBL 

must continue with this trend of increasing P/E ratio.  

ROA of HBL is fluctuating. From the FY 2010/11 to 2013/14 it is decreasing. This shows HBL is 

not able to utilize its assets more efficiently as per its income. But in 2014/15 there is slightly 

increment in ROA which shows in 2014/15 the assets is utilized a bit better than in the previous 

year. So, HBL must try to increase its ROA by better utilizing its assets as per net income. 
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