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Abstract

Empirical studies from emerging markets such as Nepal and other South Asian countries
report inconsistent and often contradictory findings regarding firm-specific determinants
of share prices. To address these issues, the researchers adopted a correlational and
explanatory research design so as to examine the relationship and explanatory power of
firm-specific determinants over market price per share (MPS) of Nepalese commercial
banks. Sixteen commercial banks were selected using judgmental sampling, and
balanced panel data covering 2019/20-2023/24 were collected from their annual
reports. Ordinary least squares (OLS) regression revealed significant positive effects of
cash reserve ratio (CRR), capital adequacy ratio (CAR), and total assets (TA) on MPS,
while return on assets (ROA) showed a positive but non-significant effect. Conversely,
weighted average interest rate spread (WAIRS), credit-to-deposit ratio (CDR), and non-
performing loan ratio (NPLR) showed significant negative effects on MPS. These
findings provide valuable insights for investors, helping them make more informed
decisions.

Keywords: market price per share, firm-specific determinants, Nepalese commercial
banks, OLS regression

Introduction

Commercial banks are the cornerstone of a nation's financial system, playing a crucial
role in mobilizing savings, providing credit, facilitating investments, and maintaining
financial stability. In Nepal, the commercial banking sector significantly contributes to
gross domestic product, employment, and capital market activities. Among various
financial indicators, the share price of commercial banks serves as an important
barometer, reflecting both the financial health of the institutions and investor confidence.
The share price, also referred to as the market price per share (MPS), represents the
current market value of a single unit of a company’s stock. When a company lists its
shares for public trading, each share is priced at a level that reflects the company’s
financial condition, operational performance, and future growth potential. In recent
years, researchers and practitioners have increasingly focused on stock price movements
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as indicators of financial market risk (Giri, 2024). A rising MPS often signals strong
investor optimism and expectations of future growth, while a declining share price may
indicate weaker performance or increasing uncertainty.

According to Thapa (2019), the share price is influenced by the interaction of supply and
demand forces in the securities market. Prices also fluctuate in response to various
factors, including changes in the overall economy, industry developments, political
events, conflicts, and environmental changes (Goet & Kharel, 2022). These factors can
broadly be classified into firm-specific and macroeconomic variables. Understanding
their potential effects on share prices is valuable for both firms and investors. Since share
prices convey important information about a firm’s current and future performance, it is
essential for managers to carefully monitor the factors that influence them. Such
monitoring can also enable managers to strengthen the firm’s market value (Poudel,
2016).

Chbhetri (2023) examined firm-specific and external factors affecting the share price of
13 commercial banks in Nepal, using panel data from 2012-2022. The study adopted a
descriptive and causal-comparative research design based on secondary data and applied
multiple regression models. It highlighted return on assets (ROA) as a major
determinant, showing a significant positive impact on MPS. Using a similar approach,
Pradhan and Dahal (2016) also reported a positive and significant influence on MPS of
the 14 commercial banks in Nepal studied from 2002/03—2013/14. In contrast, Bhattarai
(2018) indicated a significant negative impact of ROA on MPS of a combined sample of
7 Nepalese commercial banks and 6 insurance companies.

Mabharjan (2022) explored firm-specific and macroeconomic determinants of the stock
price of 20 financial institutions in Nepal, using multiple regression analysis on data
from 2016/17-2020/21. Employing a descriptive and causal-comparative research
design, the study identified a significant positive impact of interest rate spread (IRS) on
market value per share (MVPS). Alam et al. (2016) also identified a positive but
statistically insignificant impact of IRS on stock prices of 7 cement industry companies
listed on the Dhaka Stock Exchange.

Thapa (2022) analyzed the factors affecting stock prices of 4 commercial banks in Nepal
using data from 2010/11-2019/20. The study applied a fixed-effects regression model for
better evaluation of the undertaken variables. The findings revealed that cash reserve
ratio (CRR) had a significant negative effect on MPS. Lama (2024) also found a negative
but insignificant impact of CRR on MPS of 7 Nepalese commercial banks. Alternatively,
Niraula (2022) found a positive association of CRR with the stock price movement of 5
joint venture commercial banks.

Rahayu et al. (2018) conducted a study on 10 Sharia commercial banks listed on the
Indonesia Stock Exchange (IDX), using purposive sampling over the 2014-2016 period
and multiple linear regression analysis. They reported a significant positive impact of
loan-to-deposit ratio (LDR) on banks’ stock prices. Similarly, Rosyid and Noor (2018)
reported a significant positive impact of LDR on the share price of PT Bank Danamon
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Indonesia Tbk from 2011-2016. Conversely, Astawa and Utama (2025) reported a
significant negative impact of LDR on stock prices of banking companies listed in the
Infobank15 Index.

Bhattarai (2024) measured the impact of internal financial factors on MVPS of
commercial banks in Nepal for the period 2012/13-2022/23. The study analyzed data
from 26 commercial banks before the merger and 19 banks after the merger, finding that
non-performing loans (NPLs) had a significant negative impact on MVPS. Likewise,
Prakoso et al. (2024) showed that NPLs had a significant negative effect on stock prices
of 37 conventional banking companies listed on IDX. Meanwhile, Poudel et al. (2024)
showed a negative but statistically insignificant effect of NPLs on MVPS of 15 Nepalese
commercial banks.

Chalise (2022) investigated the influence of financial information on the stock price
behavior of Nepalese commercial banks. Adopting descriptive statistics and multiple
regression analysis on data from 12 banks spanning ten years, the study found that
capital adequacy ratio (CAR) had a significant positive impact on MPS. Sharma et al.
(2023) also found a significant positive impact of CAR on stock prices of 27 banks in
India. On the contrary, Lestari et al. (2024) found a significant negative effect of CAR on
share prices of 38 banking companies listed on IDX in 2022. K.C (2023) also reported a
negative but insignificant impact of CAR on the stock price of 25 Nepalese banks and
finance companies.

Bhattarai (2024) additionally found a significant positive impact of total assets (TA) on
MVPS of commercial banks in Nepal, complementing his earlier finding on NPLs.
Similarly, Niroula (2021) found a significant positive impact of bank size on MPS of 18
commercial banks in Nepal over a five-year period. On the other hand, Dhodary (2023)
reported a significant negative effect of firm size on MPS of 10 commercial banks in
Nepal.

Empirical studies on firm-specific determinants and their effect on share prices often
show contradictory findings. The results vary not only in the direction of the effect,
whether positive or negative, but also in statistical significance. Some factors
demonstrated significant impacts in certain studies, while they appeared insignificant in
others. This inconsistency creates ambiguity and leaves unresolved questions about the
true relationship between these internal factors and share prices. Because of these
conflicting results, there is a need for further research to better understand how firm-
specific determinants influence share prices of commercial banks in Nepal. Addressing
this gap is important for both investors and bank management. Therefore, the objective
of this study is to comprehensively analyze the effect of various firm-specific
determinants on the share price of Nepalese commercial banks, with the aim of providing
clearer and more reliable insights.
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Methods

This study adopted an ex-post facto research design as it relied on secondary data
extracted from annual financial reports of banks. Further, so far, the objective is to
examine the relationship and explanatory power of firm-specific determinants over MPS
of commercial banks in Nepal, this study also followed a correlational and explanatory
research design. The population consisted of all commercial banks listed on the Nepal
Stock Exchange. From this population, three banks—Nabil Bank Limited, Nepal
Investment Mega Bank Limited, and Nepal Bank Limited—were excluded. The first two
were excluded due to their unsuitability for the chi-square analysis, and Nepal Bank
Limited was excluded due to the unavailability of CRR data. As a result, a total of 16
banks were selected for the sample using a non-probability judgmental sampling method.
The resulting panel data formed a balanced dataset covering five fiscal years (2019/20—
2023/24), yielding 80 bank-year observations. The analysis employed Pearson
correlation, ordinary least squares (OLS) regression, and normality testing using the chi-
square test and the Q—Q plot, all conducted using Gretl software. The regression model
included market price per share as the dependent variable and return on assets, weighted
average interest rate spread, cash reserve ratio, credit-to-deposit ratio, non-performing
loan ratio, capital adequacy ratio, and total assets as the independent variables.

Study Variables and Hypotheses

Market price per share (MPS). MPS is the current price at which a company's stock is
bought and sold in the open market. It is determined by the interaction of supply and
demand, influenced by various factors such as market conditions, investor sentiment,
company performance, and economic environment. MPS also represents the shared
views and anticipations of investors about a company’s operational results, future growth
opportunities, and the general state of the market (Khadka & Gaire, 2024).

Return on assets (ROA). ROA is a statistical measure calculated by dividing a firm's
net profit by its total assets. It is a widely used indicator of profitability and financial
performance, reflecting the firm's ability to generate income and its attractiveness to
investors (Sehab et al., 2024; Shrestha, 2020). Chhetri (2023) found a significant positive
impact of ROA on MPS of commercial banks in Nepal. Accordingly, the first hypothesis
is proposed:

HI1: ROA has a positive effect on MPS of Nepalese commercial banks.

Weighted average interest rate spread (WAIRS). WAIRS is the difference between
the average lending rate and the average deposit rate of a bank. It is calculated by
subtracting the average interest paid on deposits from the average interest earned on
loans (Bhattarai, 2017). Banks report it as IRS as well. Maharjan (2022) found a
significant positive impact of IRS on MVPS of financial institutions in Nepal.
Accordingly, the second hypothesis is proposed:

H2: WAIRS has a positive effect on MPS of Nepalese commercial banks.
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Cash reserve ratio (CRR). CRR is a monetary policy instrument set by the central bank
that requires commercial banks to hold a certain percentage of their deposit liabilities as
cash reserves (Timsina, 2016). In this study, CRR denotes the proportion of liquid cash
and cash equivalents maintained by the bank relative to its total deposits, reflecting the
bank’s liquidity management through reserves held in the central bank. Thapa (2022)
found a significant negative impact of CRR on MPS of commercial banks in Nepal.
Accordingly, the third hypothesis is proposed:

H3: CRR has a negative effect on MPS of Nepalese commercial banks.

Credit-to-deposit ratio (CDR). CDR, also known as LDR, is the proportion of a bank’s
total deposits that are allocated as loans. It serves as an indicator of the bank’s lending
efficiency and its approach to managing liquidity (Khan & J, 2025). Rahayu et al. (2018)
found a significant positive impact of LDR on the stock price of commercial banks in
Indonesia. Accordingly, the fourth hypothesis is proposed:

H4: CDR has a positive effect on MPS of Nepalese commercial banks.

Non-performing loan ratio (NPLR). Non-performing loans (NPLs) are loans and
advances for which the principal or interest payments are overdue by 90 days or more
(Sapkota & Chapai, 2023). Additionally, NPLR is a key measure of credit risk and asset
quality that quantifies the ratio of non-performing loans to the total loans and advances
(Nyarko-Baasi, 2018). Bhattarai (2024) found a significant negative impact of NPL on
MVPS of commercial banks in Nepal. Accordingly, the fifth hypothesis is proposed:

H5: NPLR has a negative effect on MPS of Nepalese commercial banks.

Capital adequacy ratio (CAR). CAR is a financial metric that protects banks from
excessive leverage and insolvency by measuring the proportion of a bank’s capital to its
risk-weighted assets and current liabilities. It ensures that banks maintain sufficient
capital to absorb potential losses, manage financial risks, and continue operating safely
(Fatima, 2014). Chalise (2022) found a significant positive impact of CAR on MPS of
commercial banks in Nepal. Accordingly, the sixth hypothesis is proposed:

H6: CAR has a positive effect on MPS of Nepalese commercial banks.

Total Assets (TA). TA is the total value of everything a company or bank owns,
including cash, loans, investments, property, and equipment. Pradhan and Marahatta
(2017) state that the size of banks is measured by taking the natural logarithm of total
assets. Bhattarai (2024) found a significant positive impact of TA on MVPS of
commercial banks in Nepal. Accordingly, the seventh hypothesis is proposed:

H7: TA has a positive effect on MPS of Nepalese commercial banks.
Results

Table 1 presents the correlation analysis of firm-specific variables influencing MPS.
ROA showed a moderate positive correlation (» = .48). Conversely, WAIRS and NPLR
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showed moderate negative correlations (» = -.46 and r = -.57, respectively). Both CRR
and CAR showed weak positive correlations (» = .26 and » = .28, respectively).
Moreover, CDR and TA showed negligible (» =-.07) and weak (r = -.14) negative
correlations, respectively.

Table 1
Correlation Matrix

Variable MPS ROA WAIRS CRR CDR NPLR CAR TA

MPS 1

ROA 48 1

WAIRS -.46 -.10 1

CRR 26 .00 -.19 1

CDR -.07 .04 .10 -.08 1

NPLR -.57 -.61 34 -.18 -25 1

CAR 28 .52 -.02 -.09 -.08 -22 1

TA -.14 -44 26 -.07 -.04 .56 -46 1
Table 2
Regression Results

Variable B SE t P VIF

Constant -4806.71 1214.31 -3.96 <.001***
ROA 64.55 42.56 1.52 0.134 223
WAIRS -147.34 35.80 -4.12 <.001***  1.23
CRR 2.62 1.40 1.88 .065* 1.09
CDR -3.42 1.96 -1.74 .086%* 1.17
NPLR -65.74 13.61 -4.83 <.001***  2.62
CAR 30.57 10.40 2.94 .004*** 1.70
TA 216.60 44.87 4.83 <.001***  1.81

R?=.617, Adjusted R?=.580, F(7,72) = 16.60, p < .001
Note. *p < .10. **p <.05. ***p < 0l.

Table 2 presents the results of OLS regression estimating the effect of firm-specific
variables on MPS. The overall model was highly significant (F(7,72) = 16.60, p <.001).
The model yielded R?=.617, and Adjusted R?=.580, indicating that approximately 58%
of the variation in MPS was explained by the independent variables. Variance inflation
factor (VIF) values ranged from 1.09 to 2.62, which were well below the threshold of 10,
confirming the absence of multicollinearity.

WAIRS (B =-147.34) and NPLR (B = -65.74) showed negative effects on MPS, while
CAR (B=30.57) and TA (B =216.60) showed positive effects, all were significant at the
1% level (p <.01). CRR (B =2.62) showed a positive effect, whereas CDR (B = -3.42)
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showed a negative effect, both significant at the 10% level (p <.10). Finally, ROA (B =
64.55) showed a positive effect but was not statistically significant.

Figure 1
Q-0 Plot for uhatl
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Figure 1 displays the Q-Q plot, in which most of the data points aligned with the 45-
degree line, suggesting approximate normality. Figure 2 displays the histogram with a
bell-shaped curve centered around the mean. Furthermore, the chi-square test yielded p =
.101 (> .05), indicating that the data for the model were consistent with a normal
distribution.

Figure 2
Test Statistic for Normality
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The hypothesis testing along with the regression results are summarized in Table 3.
Table 3
Summary of Hypotheses Testing

. Effect on MPS
Variable P
Expected Reported Significance
ROA Positive Positive Not Significant
WAIRS Positive Negative .01
CRR Negative Positive .10
CDR Positive Negative .10
NPLR Negative Negative .01
CAR Positive Positive .01
TA Positive Positive .01
Discussion

In this study, ROA demonstrated a positive but statistically insignificant effect on MPS,
suggesting that profitability alone may not strongly drive share prices of Nepalese
commercial banks. This partially aligns with Chhetri (2023) and Pradhan and Dahal
(2016), who reported significant positive impacts. However, it contrasts with Bhattarai
(2018), who found a significant negative effect of ROA. The result for WAIRS revealed
a statistically significant negative effect on MPS, indicating that a wider spread is
associated with lower share prices. This finding contradicts Maharjan (2022), who
reported a significant positive impact. It also differs from Alam et al. (2016), who found
a positive but insignificant effect. CRR had a positive and statistically significant effect
on MPS, implying that higher liquidity positions could boost investor confidence and
support higher share prices. This contrasts with Thapa (2022), who reported a significant
negative effect, and Lama (2024), who found a negative but insignificant impact. At the
same time, it is consistent with Niraula (2022), who observed a positive association
between CRR and the stock price movement. CDR exhibited a statistically significant
negative effect on MPS, showing that higher lending relative to banks’ total deposits
could heighten risk and depress share prices. This finding contrasts with Rahayu et al.
(2018) and Rosyid and Noor (2018), who reported significant positive impacts of LDR.
On the other hand, it aligns with Astawa and Utama (2025), who found a significant
negative effect. NPLR had a statistically significant negative effect on MPS, confirming
that higher loan defaults reduce share prices. It is consistent with Bhattarai (2024) and
Prakoso et al. (2024), who reported similar negative impacts. It partially supports Poudel
et al. (2024), who found a negative but insignificant effect. CAR demonstrated a positive
and statistically significant effect on MPS, highlighting that stronger capital positions
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enhance share prices. It is consistent with Chalise (2022) and Sharma et al. (2023), both
of whom reported significant positive impacts. It contrasts with Lestari et al. (2024) and
K.C (2023), who observed significant and insignificant negative impacts, respectively.
TA showed a positive and statistically significant effect on MPS, indicating that larger
bank size is linked to higher share prices. This finding is consistent with Bhattarai (2024)
and Niroula (2021), who both reported significant positive impacts. However, it contrasts
with Dhodary (2023), who found a significant negative effect.

This study offers clearer and more reliable insights into how firm-specific determinants
affect share prices of Nepalese commercial banks. The results highlight key internal
factors that investors can consider when assessing stock value and risk, helping them
make more informed investment decisions. Additionally, the findings suggest that future
research could examine a wider range of factors, covering both firm-specific and
macroeconomic variables. This would provide a more complete understanding of what
drives share price movements. Such research would not only help investors but also
support better decision-making by bank management.
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