
•	 Models based on price-earnings ratios 
•	 Sources of earnings growth 
•	 Alpha and the security market line 
•	 Dividend discount models and expected returns 
Fixed-income securities	 LH 10 
•	 Concept 
•	 Money market instruments 
•	 Government securities 
•	 Local government securities 
•	 Corporate bonds 
•	 Foreign bonds 
•	 Euro bonds 
•	 Preferred stock 
Fundamental of bond valuation	 LH 15 
•	 Yield-to-maturity 
•	 Spot rates 
•	 Discount factors 
•	 Forward rates 
•	 Forward rates and discount factors 
•	 Compounding 
•	 The bank discount method 
•	 Yield curves 
Bond analysis 
•	 Capitalization of income method 
•	 Bond attributes 
•	 Risk structure of interest rates 

'.
 • Determinants of yield spreads
 
•	 Duration 
•	 Immunization 
• Active management
 

.• Passive management
 
•	 Bond portfolio performance evaluation 
•	 Bonds versus stocks 
Other investments	 LH 15 
•	 Investment companies 
•	 Net asset value 
•	 Major types of investment companies 
•	 Investment policies 
•	 Mutual fund taxation 
•	 Mutual fund performance 
•	 Evaluating mutual funds 
•	 Closed-end fund premiums and discounts 
•	 Mutual fund in Nepal 
Basic Books 
1.	 Alexander, G.J., Sharpe, w.F. and Jeffery V. Baley, Fundamental of Investments, 

Pearson Education, Delhi. 
2.	 Cheney, John M. and Moses Edward A., Fundamentals ofInvestment, West Publishing 

Company; St. Paul. 
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2.	 Reilly, Frank K, Investment Analysis and Portfolio Management, The Dryden Press, 
New York. 

3.	 Bodie, Zvi, Alex Kane and Alan J. Marcus, Essentials'oflnvestment, Irwin McGraw­
Hill, New York. 

4.	 Gitman, Lawrence J, and Michael D. Joehnk, Fundamentals of Investing, Harper 
Col1ins~ USA. 

5.	 Co\\"delL Jane, Investment, A.I.T.B.S. Publishers and Distributors, 'Delhi 
6.	 Shrestha, Manohar K., Shareholders' Democracy and Annual General Meeting 

Feedback, Ratna Pustak Bhandar, Kathamandu 

BANKING AND INSURANCE 
Course No. : MGT 324 Full Marks: 100 
Nature of the Course : Concentration (Finance) Pass Marks: 35 

(Th~ory 75: Project Work 25) 

Course Objectives 

The objective of the course is to provide the student with an understanding of the 
fundamental concepts and principles of managing banks and insurance companies and 
familiarize their workings in real life situations. 
Contents 
Blln1l1nt 
An overview of banks and their services	 LH 5 
•	 Meaning and nature of bank 
•	 The services banks offer the public 
•	 Trends affecting banks' 
The impact of government policy and regulation on banking LH 5 
•	 Banking regulation: significance of regulations, pros, and cons 
•	 Major Nepalese banking laws 
•	 Impact of deregulation 
•	 The central banking system: Its impact on banks \vith reference to Nepal 
•	 Organizational structure ofNepalese central bank 
•	 The principal tasks 
•	 Factors affecting banks and their management decision 
The organization and structure of banks and their industry LH 5 
•	 Organization chart for a typical bank 
•.	 The array of organizational structures in banking 
•	 Banking efficiency 
•	 Foreign bank penetration of domestic markets 
•	 Impact of organization type and size on bank performance 
The financial statements of a bank	 LH 10 
•	 Evaluating a bank's performance 
•	 T~e impact of bank size on performance 
•	 Size, location, and regulatory bias in analyzing bank performance 
•	 Using financial ratios and other analytical tools to track bank performance 
Liquidity and reserve management strategies and policies LH 10 
• The demand for and supply of bank liquidity 

.•. Why banks face significant liquidity problems 
•	 Strategies for liquidity managers 
•	 Estimating a bank's liquidity needs 
•	 Factors in choosing among the different sources of reserves 
Managing deposit services and non-deposit investment products LH 10 
•	 Types of deposits offered by banks 
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•	 Interest rates offered on different types of deposits 

•	 Composition ofbimk deposits 

•	 Basic lending 

•	 Non-deposit investment products in banking 
Bank lending: policies and procedures	 LH 10 
•	 Types of loans made by banks 

•	 Regulation of lending 

•	 Steps in the lending process 

•	 Credit analysis 

•	 Sources of information about loan customers 

•	 Parts of a typical loan agreement 

•	 Loan review 

•	 Handling problem loan situations 
In$urllnce 
Introduction to risk	 LH 5 
•	 Risk in our society 

•	 Meaning of risk 

•	 Chance of loss 

•	 Peril and Hazard 

•	 Basic categories of risk
 
Types of pure risk
 • 

•	 Burden of risk on society 

•	 Methods of handling risks 
Insurance and risk	 LH 5 
•	 Definition of insurance
 

Basic characteristics of insurance
• 
•	 Requirements of an insurable risk 

• Applications: The risks of fire and unemployment
 
" Adverse selection and insurance
 " • 

•	 Insurance and gambling compared 

•	 Insurance and hedging compared 

•	 Types of insurance 

•	 Benefits of insurance to society 

•	 Cost of insurance to society 
Fire and Marine Insurance	 LH 10 

•	 Meaning 

•	 Scope 

•	 Principles 

•	 Importance 

•	 Procedures 

•	 Types 
Legal principles In risk and Insurance	 LH 5 

•	 Fundamental legal principles 

•	 Principles of indemnity , 

•	 Principles of insurance interest 

•	 Principle of subrogation 

•	 Principles of utmost goods faith 

•	 Requirements of an insurance contract
 
Distinct legal characteristics of insurance contracts'
 • 

! Law and insurance agent •I': 49 
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Conlmercial property insurance	 LH 5 
•	 Overview of commercial package policy 
•	 Building and personal property coverage form 
•	 Causes-of-Ioss forms ' 
•	 Reporting forms 
•	 Business income insurance 
•	 Other commercial coverages 
•	 Transportation insurance 
•	 Business-owners policy 
Life and Health risks	 LH 5 
•	 ~undamentals of life insurance 
•	 Premature death 
•	 Financial impact of premature death on different types of families 
• Amount of life insurance to own 
~ Methods for providing life insurance protection. 
Types of life insurance LH 5 
•	 Types of life insurance 
•	 Variations of whole life insurance 
•	 Other types of life insurance 
Life insurance contractual provisions	 LH 5 
•	 Life insurance contractual provisions 
•	 Dividend options 
•	 Non-forfeiture options' 
•	 Settlement options 
•	 Additional life insurance benefits 
The insurance industry	 LH 5 
•	 Types of insurers and marketing systems 
•	 Types of insurers 
•	 Agents and brokers 
•	 Types of marketing systems 
•	 Reinsurance 
Insurance Business in Nepal	 LH 5 
•	 Growth of insurance business 
•	 Insurance Board 
•	 Insurance companies 
Basic Boo•• 
I.	 Rose, Peter S, Commercial Bank Management, Irwin McGraw Hill, New Delhi. 
2.	 Rejda, George E., Principles ofRisk Management and Insurance, Pearson Education, 

Delhi. 
References 
I.	 Johnson, Frank P. and Richard D. Johnson, Commercial Bank Management, The 

Dryden Press, New York. 
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