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NEPSE UPDATE Upcoming AGMs

INDICATORS Jestha 20 Chaitra IIZ';::::;see/ The detailed information about uncoming AGMs is enclosed in Annexure.
End, 075 End, 074
(%)
NEPSE 1,273.95 1,277.55 (0.28) 0
SENSITIVE 268.19 272.45 (1.56) Nabll I“\/eSt UPDATE
BANKING 1,080.19  1,134.04  (4.75)
DEV. BANKS 1,483.01  1,402.18 == {0.61) « Nabil Invest has signed agreement to
FINANCE COs 637.95 648.60 (1.64) . -
INSURANCE COs 6,548.20  6,161.08 6.28 underwrite the Public issue of Panchakanya
HYDROPOWER 1,576.55  1,511.90 4.28 Mai Hydropower Limited.
HOTELS 1,904.43 1,859.99 2.39 . .
MANU. & PRO. 234686  2,264.28 3.65 « Nabil Invest has received approval for the
MICRO-FINANCE 1,702.00 _1477.84 Rty issue of IPO of NADEP Laghubitta Bittiya
OTHERS 728.14 713.69 2.02
TRADING 205.90 20936  (1.65) Sanstha Ltd.
TOTAL SHARES TRADED (‘000) 39,288.76 24,772.27 58.60 N Nabil Invest has signed an agreement for
NEPSE Index witnessed a minor decline of 3.6 points or 0.28% from issue of NIC Asia debenture 2081/82.
Chaitra End till 20" Jestha, 2075 to end at 1,273.95 points. Sensitive » Nabil Balance Fund, a closed ended mutual

Index which measures the performance of class ‘A’ stocks also
declined by 1.56% in comparison to Chaitra End, 2074 and closed at
268.19 points. During the review period, among the ten sectoral matured on 29™ Chaitra, 2074.
indexes, all sectors except Banking, Development bank, Finance and
Trading have increased significantly. Moreover, the market volume .
has also increased by a major 58.60 % at the end of the review Bu‘l'()n UPDATE
period.

A downward trend has been observed during the review period.
The market which had improved in the beginning of the review
period did not sustain and had continuously declined. The main
reasons for this is the increased selling pressure observed due to
large scale profit booking by investors who had entered in the

fund scheme managed by Nabil Invest has

Hallmark Gold NRs. 58,400/10 Gms.

Worked Gold NRs. 58,100/10 Gms.

previous bearish market along with the decrease in trade volume Silver NRs. 775/10 Gms.
when SEBON barred the brokers not to trade the shares of the
investors who have not updated their KYC. Besides, the most As of 08/06/2018

anticipated new budget of the nation agitated the investors with
the increment of capital gain tax by 50% (from 5% to 7.5%) and
further riled the investors when IRD amended the calculation of
capital gain tax on bonus and right shares.

Quote of the Month

“The stock market is the story of
cycles and of the human behaviour
that is responsible for overreactions

e Nepse down as budget fails to appease investors
After ending Wednesday’s trading modestly .............. Read More

¢ Stock market turnover dips amid new KYC rule

in both directions.”
Investors not updating their KYC form have...............Read More

— Seth Klarma
Investor & Hedge fund manager

e Nepse goes online

The buyers and sellers now can order through the.....Read More
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NEPSE - Technical Analysis

Trend Analysis

The benchmark index of the only stock exchange of the country — NEPSE was at 1438.49 points on 22™
April, 2018 after the market increased by a striking 50.18 points. This point was close to the previous
benchmark of 1456.07 points on 9™ January, 2018. The market had been improving after the recent
lowest of 1168.55 points on 26" March, 2018. The main reasons for this improvement are the
expectation among the investors for the implementation of the full fledged online trading from the
upcoming fiscal year, sound financial reports published by the listed companies despite several
challenges in the economy and anticipation of the largely positive national budget and monetary policy.

Besides this, with the end of the third quarter of the fiscal year, the investors are also free from the tax
liability deadlines, interest payment deadlines and therefore have looked for investment opportunities.
The significant fall in prices over the previous bearish market had lured the new investors in the market
with attractive investment opportunities and the increased demand in the market. The entry of these
new investors also has attributed to the improvement of the market.

However, after this point, the market declined to the point of 1273.95 points at the end of the review
period (i.e. 3rd June, 2018). The market had witnessed volatility and fluctuation in the index in this
period. The main reasons for this volatility are the increase in the supply in the market after the listing of
bonus and right shares of the different companies along with the increased selling pressure observed
due to large scale profit booking by investors who had entered in the previous bearish market.
Moreover, the market experienced significant decline in the trade volume as SEBON has strictly
instructed the brokers not to allow the investors who are yet to update and renew their KYC forms from
May 15, 2018 and majority of the investors were in the process of updating their KYC with their
respective broker.

Furthermore, the most awaited national budget failed to meet the expectation of the investors as the
government increased the tax burden of the investors by increasing the capital gain tax on shares to
7.5% from the previous 5%. The notice published by the IRD to calculate capital gain tax on bonus and
right shares by keeping paid up value of the share further aggravated the market and added to the
present bearish movement of the NEPSE. These announcements have built negative sentiments in the
public and the NEPSE index is trading below the psychological support level of 1300 points. Moreover,
investor groups have started protest against the new capital gain tax system and the members of the
investors organizations have decided not to trade until the issue gets resolved.
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Relative Strength Index (RSI) Analysis

In the recent period, the 14-days RSI surged up to 76.25 on 22" April, 2018 and at the end of the review
period, 3™ June, 2018, the RSI declined to the lowest of 35.20 which is relatively in the oversold zone
indicating that the selling pressure is currently high in the present fluctuating market. Since the RSl is in
the oversold zone, this also implies that this is time to buy good stocks at discounted price and
restructure the portfolio with the stocks of those companies who are fundamentally strong with decent
returns. Although RSl is a very effective and widely used leading indicator in the trending market, it is
not appropriate to take decision solely based on RSI. RSI only reflects the momentum of the market.
One should be aware that the large surge and drop in the price of an asset will affect the RSI by creating
false buy or sell signals. To reflect better position, RSl is generally confirmed along with Moving Averages
and Moving Average Convergence Divergence (MACD).
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Moving Average Convergence Divergence (MACD)

As shown in the chart below, MACD line ended in the negative zone at -31.56 points at the end of the
review period (i.e. 3rd June, 2018). MACD line crossed the trigger line from below when NEPSE index
was at 1,226.45 points on 4™ April, 2018 indicating the short term upward trend observed in the market.
However, on 7% May, 2018, when the NEPSE index was at 1,345.37 points, the MACD line crossed the
trigger line from above which indicates the possible short term downtrend in market due to the large
scale profit booking by investors, panic selling as well as the negative news in the market in issues of the
capital gain tax.
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Moving Average Analysis

Moving Average lines are used to identify current trends and trend reversals as well as to set up support
and resistance levels. Further, moving averages can be used to quickly identify whether security is
moving in an upward trend or a downward trend depending on the direction of the moving average.




20 days MA and 50 days MA analysis:

From the moving average chart below, it is apparent that the NEPSE index crossed the 20 Days MA on
4t April, 2018 and 50 Days MA on 16" April, 2018 from below when the NEPSE was at 1,242.77 and
1.308.71 points respectively which indicates that the short term upward trend may occur due to the
entry of new investors, anticipation of national budget and monetary policy and the prospects of decent
returns according to the sound financial performance published in the quarterly reports. However, the
NEPSE index crossed 20 Days MA on 10" May, 2018 and 50 Days MA on 31% May, 2018 from above
when the NEPSE was at 1,351.96 and 1,307.44 points respectively indicating the market may experience
short term decline.
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50 Days MA and 200 days MA analysis:

If we look at the longer period moving averages, the 50 days MA line has remained below the 200 days
MA line till the end of the review period which indicates consolidation trend in the long run.
Furthermore, recently if we look at the 50 Days MA line and the NEPSE index, NEPSE index line had
crossed 50 days MA line from below on 17" April, 2018 when NEPSE was at 1,331.81 which indicated
the possible short term uptrend in the market but on 31°* May, 2018, the NEPSE index line crossed the
50 Days MA from above that indicates that the downward trend might just get stronger due to the
negative perception of the investors in the market.
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Overall, looking at the market situation, this is a crucial time for the investors to make smart investment
strategy with portfolio consisting scrips for both long term as well as medium term trading and secure
scrips with good fundamentals at decent price. The mechanism of calculation of capital gain tax may not
be as severe as interpreted in the present market. Investors should patiently analyze the market
movement and make decisions based on rational and fundamental analysis rather than being swayed by
the different rumors and assumptions floating in the market. It is important to note that although the

government has allowed previous tax regime to prevalil, it is only for a couple of weeks after which the

committee formed by the Finance Minister will recommend course of action. Therefore, it will not be
entirely corrected to assume or believe that government has taken a U-turn on the matter at this
moment.




Stock Analysis - Nirdhan Utthan Bank 2018

{NEPSE: NUBL}
RECOMMENDING BUY

Average fundamentals, good

future prospects.
General Information: Nirdhan Utthan Bank
/ . Limited (NUBL), a microfinance established in Nov.
Share price since 2017 1998 under company act of Nepal 1997. It started
its formal operation from July 1999. NUBL provides
microfinance services such as Loans, Deposits,
Micro-insurance and Remittance services mainly to
low income families of Nepal. The operation of
NUBL is a continuation of microfinance services

2 NolZ MR i provided by an NGO called “NIRDHAN” which was
Stock Info Vs Industry (Annualized-F) providing microfinance services since March 1993.
NIRDHAN, as an NGO had limited recourses and
capacity to satisfy unmet demand of poor
1.31 households in different part of the country.

EPS_F

» Financial Indicators: P/BV (Price to Book
Value) of 5.46, TP/E (Trailing Price to Earnings per
Share) of 21.36 with closing price of Rs. 1137 (04-
Jun-2018), Earning Price per Share (EPS) of 53.22
and NWPS (Net Worth per Share) of 208.24 as of Q3
of FY 74/75. The microfinance’s beta ranges from
0.98 to 1.34 which explains that the stock of firm
ROA F will follow the market trend and will rise in the
- recent market and monthly average VAR (Value at
Risk) at 1% is -22.18 indicating that it is unlikely

. . m— that the stock pri ill fall than 22.18% i
echnical Indicators (Adj. Prices) mznthesoc price witl 1a more than /o in a

Relative Strength

0.093:

> Catalyst: 1) Positioning: NUBL is a stable
50 Day MAws 200 Day MA national level microfinance which have its

Price vs 52 week High presence in major city area of the nation.

RS » 2) Financials of the quarter: EPS of 53.22,
MACD NWPS of NPR 208.24, P/E of 21.36, ROE 26.58%

and ROA 3.13%

Price Change

1 week 257 » 3) Expansion: NUBL has expanded its area of
4 weeks 73 coverage by operating 178 branches spread over
12 week 77 district of Nepal.

¥YTD -7.86% > 4) Target Price: We have ascertained the fair

Technical Indicators of NUBL For Ahead price of the stock to be NPR. 1200 per share for
long term and NPR 1264 per share for short term.




Stock Analysis - Nirdhan Utthan Bank

Financials & Non-Financial Highlights

Figure 2 - NUBL key indicators - Quarter to Quarter comparison

2018

As at Chitra End, As at Chitra End, As at Chitra End,

Particulars FY 2072/73 FY 2073/74 FY 2074/75

EPS (in NPR) 66.98 99.38 53.22
Closing Market Price (in NPR) 1800 1889 1056
P/E Ratio 26.87 19.01 19.84
NWPS (in NPR) 205.55 257.11 208.24
Net Profit ( NPR) 251,168,000.00 447,208,000.00 399,150,000.00
Net Profit Growth (%) 29.99 78.05 -10.75
Paid Up Capital (NPR) 500,000,000.00 600,000,000.00 1,000,000,000.00
Reserve & Surplus (NPR) 527,733,000.00 942,654,000.00 1,082,350,000.00
Deposit (NPR) 3,740,990,000.00 5,591,037,000.00 7,888,199,000.00
Loans and Advance (NPR) 9,068,779,000.00 12,037,034,000.00 | 14,783,074,000.00

Summary: Based on the time series analysis presented above, we can see that NUBL demonstrated
average financial performance in Q3 FY 2074/75. Looking at the major financial indicators, NUBL has
shown significant level of growth on its profit in current FY Q3 compared to previous FY Q3 as we can
observe a decrease in net profit by around 10.75% in this Q3 compared to previous FY Q3. The
microfinance’s EPS has been in between NPR 50-100 for the last three years. At the end of Q3 FY
2074/75, the EPS stands at NPR 53.22 and NWPS have decreased from NPR 257.11 at Q3 FY 2073/74
to NPR 208.24 at the end of Q1 FY 2074/75.

Financial Indicators

NUBL is a stable microfinance of
Nepal but was unable to perform
at significantly as compared to
previous corresponding quarters
as it has faced an average of
10.75%
corresponding quarterly profit.
The microfinance has earned
NPR 39.91 corers in Q3 of FY
2074/75, which was 44.72
corers in Q3 of FY 2073/74. The
reduction in the net profit for
this FY Q3 as compared to
previous FY Q3 could be due to
massive increase in loan loss

decrease on its

Fig 1: Net Profit
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provision for this FY Q3 which is due to the increased percentage in NPL in this FY Q3 as compared to

previous FY Q3.
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2018

Fig 2: Paid Capital in NPR
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that it can mobilize to generate larger sum of profit.

NUBL established with the motive of
providing abundant volume of benefits
to economically backwarded people,
who can utilized the sum to make
productive activities. The microfinace
have variaties of product such as home
loan, general loan, agricultural loan,
micro-enterprises loan, energy loan,
education loan, foreign employment
loan, and emergency loan. NUBL has
deposit base of NPR 7.89 billion as at FY
2074/75 Q3 end which was NPR 5.59

NUBL
Microfinance having paid-up capital of
NPR 1.00 Billion. Previously, the paid- up
capital NUBL was NPR 600 Million and for
the FY 2073/74, had issued 66.67% stock
dividend to reach the paid up of NPR 1.00
Billion. The minimum required paid-up
capital for microfinance set by NRB is of
600 million for national level or wholesale
level microfinance, which in the case of
NUBL have already met previously on Q1
of FY 73/74. With the issue of further
66.67% stock, we can expect that the
company will have greater pool of capital

is one of the national level

Fig 3: Deposit and Loans
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billion in the previous FY Q3. The company has issued sum of loans and advances of NPR 14.78 billion
at the end of Q3 of FY 2074/75, which in previous FY Q3 was NPR 12.04 billion.

Fig 4: EPS and NWPS
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Currently, the Earning per Share (EPS) of
the NUBL for Q3 2074/75 is NPR 53.22 and
Net worth per Share (NWPS) is NPR 208.24.
NUBL has been providing good returns to
its shareholders through the distribution of
stock dividend over the years. In previous
FY, the EPS was NPR 99.38 and NWPS was
NPR 257.11. We can see a decline in the
earning in this FY as compared with that of
previous FY which is mainly due to the
allocation of its net earnings for provision
for possible losses and the microfinance not

yet being able to generate new profit from additional capitalization.
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Valuation & Summary:

The various price details of the microfinance are as follows:

1) Multiples: - Price obtained by P/E method is NPR 3060 per share and by P/B method is NPR
1232 per share. The average of P/E and P/B is NPR 2146 per share.

2) Net Worth per Share: - The net worth of the microfinance stands at NPR 208 per share as of
Q3,2074/75.

3) 180 days Average: - As per the data available in NEPSE, the 180 days average price of NUBL
is NPR. 1288/share as on 4t June, 2018.

In relation to price multiple, the microfinance has positioned itself in the third quartile for EPS and
ROE also P/BV lies in second quartile. These parameters indicate that the microfinance is
performing sideways to the industry average but trading lower than industry adjusted price. After
averaging the various methods of valuation on an equal weighted approach, the valuation of share
comes to NPR 1,500 per share (here, high weightage has been given to market price as projected
financial information is not available). Also, based on market trends, stocks are trading at a lower
price than the said value. Hence, we recommend a buy and accumulate approach for the
microfinance since the fundamentals are in a good position. However, investor should be aware of
the market risk associated with purchase of stock.

All material included in this document is based on data / information gathered from various sources and is based on certain

assumptions of Nabil Invest. Therefore, this study should not be solely relied upon for making any decision, investment or otherwise.

The prospective user of this study is encouraged to carry out his / her own due diligence and gather any information he / she considers
necessary for making an informed decision.

The content of this study does not bind Nabil Investment Banking Ltd. in any legal or other form.



NABIL Mutual Fund

NAV Summary of Nabil Equity Fund as Baisakh End, 2075
~ Mwestment  Amount(NPR)  Amount(NPR]2
Listed Securities 728,754,234.00
Shares 678,754,234.00
Debentures 50,000,000.00
Unlisted Securities 63,248,027.00
Shares 63,248,027.00
Bond/Debentures -
Fixed Deposits 125,000,000.00 125,000,000.00
Total Investment 917,002,261.00

Current Assets
Bank Balance 225,644,768.55
Other Assets 8,992,481.85

Total Assets 234,637,250.40
Current Liabilities
Other Liabilities 2,208,266.98
Accumulated Fees & Commission 5,714,481.29

Total Liabilities 7,922,748.27
Gross Assets Value 1,143,716,763.13

Fund Managers Fees 1,457,063.82
Depository's Fees 485,687.94
Supervisors Fees 121,421.99
Net Assets Value (NAV) 1,141,652,589.38

No. of Units 125,000,000.00
NAV per Unit 9.13

Monthly NAV Trend of Nabil Equity Fund

NEF NAV

*
[
1019 1011 997 997 9.99 e —o—_

9.76 9.77 954 9.61




UPCOMING events

Barahi Hydropower Public Limited

United Insurance Company (Nepal) Limited
Rastriya Banijya Bank Limited

Karnali Development Bank Limited
Lalitpur Finance Limited

Pokhara Finance Limited

Sunkoshi Hydropower Company Limited
Western Development Bank Limited

05/27/2018
05/31/2018
06/04/2018
06/04/2018
06/10/2018

06/07/2018

06/09/2018
06/10/2018
06/14/2018
06/14/2018
06/16/2018
06/19/2018
06/20/2018
06/27/2018

ANNEXURE

8.26%

17.41%




N - BILINVEST

QUIELss]

s PliEIEs]]
cdIeUaol
BT I8 2

&N B I8t aurgad onor

Gif¥ET oo UIgd JIE -
TN eUdIAUS JAES

Sffe o auEs AUl e dd” ae
AT UL SN eAaF= Jal ured ITE
TTFEAE | BIdN [AIMARS S durEes) HIury
A gg (Afdiee dsran romen I s
@a Jigjen W audes A Feed EifEe Jiet
ufel FERAOT g-ArIesa |

YU ST ST #iah daHEe
www.nabilinvest.com.np A ar grenens
TFUE JEE

Nabil Investment Banking Ltd., 3™ Floor, Central Plaza, Narayanchaur, Naxal, Kathmandu
Phone: 01-4411604, 4411733 | Fax: 01-4410554 | nabilinvest@nabilbank.com
| http://www.nabilinvest.com.np/ | www.facebook.com/Nabillnvest
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