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m aa-l- (Customer Service)

M&b (Customer)

“Ask your customers to be part of the
solution, and don't view them as part of the
problem.” - Alan Weiss, Author "Million Dollar

Consulting
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ASA Webe (Difficult Customers)

“Your most unhappy customers
are your greatest source of learning”
- Bill Gates

TEF  HAH  Fecidlle  ASAR
UEFEEET I deal T &7 | I
TSR TMEFe®T deal T TS HIA
TATEERT AT 8l | Keep your ego and
anger aside; fill the face with smile e
TR ST YS¥TH TR | T ASART
TeFeed A7 B, [FHE Mekew T6eH |

. Angry Customers
. Dissatisfied customers

a
b
c. Indecisive customers

d. Demanding or domineering customers
e

f.

. Rude or inconsiderate customers
Talkative customers
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“It takes months to find a customer
and a second to lose one”
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Satisfaction = Perception — Expectation

If Perception is greater or equal
to expectation customer is supposed to
satisfied & vise-versa.
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What customers seek in you ?
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Politeness, enthusiasm, Value, Dedication &
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(Customer Relation Management)
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Relationship marketing was first
defined as a form of marketing developed
from direct response marketing campaigns
which emphasizes customer retention and

satisfaction, rather than a dominant focus on
sales transactions.
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Wikipedia  Definitions AIR-
Customer  Relationship  Management
(CRM) is a model for managing a company’s
interactions with current and future
customers.
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Deposit Mobilization in Commercial Banks:

A comparative study of NBL.

Background:

Deposit mobilisation is defined as the
process of encouraging customers to
deposit cash with the bank or attracting
new clients to come and open accounts
with the bank. From an institutional
perspective, the primary motive for
mobilizing savings lies in lower cost of
capital compared to other sources of
funds. (Elser et. al. 1999)

Deposit is the main source of business
for banking sector. Banks can earn
profit by utilizing its deposit/funds in
appropriate area and right sector with
proper assessment of risk and return.
The performance of banks regarding
profit and other goals depends on the
efficient mobilization of its resources
mainly deposit. Banks are the financial
intermediaries which transfer domestic
or institutional savings from household
sector to investment sector i.e. business
sector. Banks will not be able to make any
profit unless they has to pay interest on
deposits, meet establishment expenses,
meet liquidity of cash balance, and yet
allow them some balance from out of
which they can build reserve and pay
dividend to the shareholders . Volume
of that balance as loanable funds will
determine the further business as well as
profitability growth of the banks. If there
arises any liquidity crunch problem, it not
only slows down the business growth
of the banks but also negatively affects
the profitability of the banks. Apart from
that, mobilization of the loanable funds in
profitable activities is also challenging task
for each and every banks.

Banks have to maintain liquid funds to meet
some regulatory requirements and fulfil
many responsibilities. The main sources of
liquid funds are cash in hand, balance with
NRB and balance with domestic bank, call
money etc. Banks use funds especially in
four areas which are: loans and advances,
investment, fixed assets and administrative
and miscellaneous expenses. Main
administrative expenses of the banks
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are salaries to employees, allowances,
pension, advertisement, stationery, office
rent, income tax, social responsibilities,
insurance, commission expenses etc. and
the miscellaneous expenses of banks are
to distribute the dividend to shareholders,
to bear the loss on sale and purchase of
banking assets, maintenance expenses,
to pay the interest on borrowed amount,
reserve fund etc.

Nepalese banking industry is currently
facing the problem of liquidity crunch from
past 6 months. Similar type of problem
was faced by Nepalese banking sector
one year afore also. Central bank of Nepal
has blamed banking sector of Nepal for
creating that problem by saying that the
expansion of credit in high percentage in
comparison to deposit growth is one of the
major cause of liquidity crunch problem of
Nepal. Another cause is credit expansion
of banks and financial institutions if
unproductive  sectors like  housing,
automobiles etc. is also creating problem
of circulation of money within the country.

Current liquidity crunch is being the
primary concern of all the stakeholders
of banking sector in recent days. Banking
experts and economists are giving the
view about the principal cause of this
problem is less money circulation due to
less government expenditure specially
capital expenditure of the government
and to solve this problem money supply
within the economy should be increased
through increasing capital expenditure
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positive impact to the economy in both
short term as well as long term point of
view. In short term, it solves the liquidity
problems and facilitates employment
opportunities and in long term it
helps to attain sustainable growth and
development of the economy as well.

Deposit Growth scenario of banking
sector of Nepal:

Deposit scenario of banking sector over last
six months shows that in last six months
(from ashwin end to falgun end) deposit
of whole banking industry has increased
by 3.72 %. The significant change was
seen at poush end in which the industry
deposit was decreased by 5.65% and
magh end in which the deposit has again
picked up by 6.75%. Similar trend was seen
for commercial banks deposit. In totality
commercial banks deposit was increased
by 3.47%. The trend of deposit in NBL has
not been following the market trend. In
totality, deposit of NBL has decreased by
1.97% over the last six months. At Poush
end, deposit of overall banking industry as
well as commercial banks has decreased
but deposit of NBL has increased by 0.96%.
The significant change in NBL deposit has
seen in Kartik end in comparison to ashwin
endi.e. decreased by 3.41% which is due to
impact of government transaction where
central as well as local government roll
out its expenditure in quarterly basis.

The following table shows the
comparative result of deposit trend of

of the government. Increase in capital ~ Nepalese banking industry including
expenditure by the government creates ~ commercial banks and NBL.
Rs. In million
Industry | Commercial | Commercial NBL Deposit
Month End lg:gz:z Growth Banks Banks Growth D;\lpil;it Growth Rate
rate (%) [ Deposit Rate (%) (%)
Ashwin 2074 |2460717.3 NA 2157609.47 NA 92708.7 NA
Kartik 2074 |2481903.8| 0.86 |2173310.06 0.73 89543.43 -3.41
Mangsir 2074 | 2502850 0.84 2193115.2 0.91 90852.66 1.46
Poush 2074 | 2361450 -5.65 2146795 -2.11 91723.47 0.96
Magh 2074 | 2520755 6.75 2206401 2.78 91519.22 -0.22
Falgun 2074 | 2552285 1.25 2232580 1.19 90877.62 -0.70




Main Determinants of Deposit
Growth of Commercial Banks
Deposit of commercial banks depend upon
various factors. It is affected by internal
environment of commercial banks such as
interest rate, existing varieties of products
and services, service quality, customer
service situation etc. along with the external
environment such as inflation rate, demand
and supply of loanable funds, state of
government expenditure, number of banks
and financial institutions and their branch
network i.e. access of people towards banks
etc.

The main determinants of deposit growth
of commercial banks can be explained as
following:

Interest Rate:

Generally it is believed that there exists
direct relationship between rate of interest
on deposits and deposit growth rate. Since,
interest rates determine the amount of
interest payments that savers will receive
on their deposits. An increase in interest
rates will make saving more attractive and
encourage savers to save more. Current
scenario on Nepalese banking industry is
not being able to attract expected amount
of deposits in spite of higher rate of interest
prevailing in the market.

Product and Service Diversification:
Diversification in existing products and
services of commercial banks also help in
deposit collection. Innovation in products
and services backed up by technological
support attracts new customers towards
the banks which shows positive impact on
deposit of commercial banks.

Service Quality:

Better service quality of the banks also helps
to increase deposit of commercial banks.
Improvement in service quality attracts
new customers and also helps in retention
of existing customers of the bank; which in
turn increases deposit of banks.

Outlook of the Bank Branch:

Outlook of the branch also attracts the
customers to go there and deposit their
savings without any hassle. It works new
customers as well as existing customers of
the bank. The concept of smart branches
is initiated to make the branch smart in all
aspects including the outlook.

Rate of inflation:
Rate of inflation of the economy also
impacts the deposit situation of the

economy. In fact, there exists direct
relationship between rate of inflation and
deposit of banks and financial institutions.
Higher rate of inflation provides incentive
for the producers and businessmen to
expand their business which promotes the
economic activities within the nation and
deposit increases. But hyper-inflation or
galloping rate of inflation may be negative
determinant of deposit collection of
commercial banks.

Capital Expenditure of the government:
Increase in government capital expenditure
also creates positive impact in deposit
volume of banks and financial institutions. It
expands the money supply of the economy
due to which total deposit of banks and
financial institutions will also increase.

Branch Expansion:

Expansion of branches by banks and
financial institutions provides access to
the people towards banking facilities. It
establishes the saving habit of the people
of those new areas and helps to increase
deposit of banks.

Apart from above stated main factors,
deposit mobilization of commercial banks
is also affected by other auxiliary factors
such as growth of income per capita, terms
of trade, government fiscal policy (such
as issuance of government bonds and tax
regime), financial intermediation factors
(such as bank density and provident fund
rate), and demographic factors (such as age
dependency and urbanization ratio).

Summary:

Banks collect deposit from various
sources which is affected by many factors
such as interest rate, product and service
diversification, service quality, outlook
of the bank branch, rate of inflation,

capital expenditure of the government
etc. combined effort of banks and
financial institutions towards deposit
collection helps increasing the deposit
of whole industry. Since deposit is the
main source of banking business, no
any banks can accelerate their financial
performance without proper measures
of deposit mobilization. In fact, bank
mobilizes its deposits by performing
different activities to achieve its desired
goals i.e. earning profit. Banks are able
to earn sufficient profit by mobilizing its
deposits in proper way into the different
profitable sector. It can utilize its
collected deposits as well as own funds
in all banking activities by performing
effective deposit mobilization procedure.
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