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We are happy to present you the thirteenth issue of nefport, which provides 
an overview of the events of the past three months that had an impact on 
the Nepali economy. For this issue, we have used NPR 87.67 to a dollar, 

the quarterly average to the dollar amount.

The Interim election Council of Ministers in Nepal has finally announced 
November 19, 2013, as the date for holding the Constituent Assembly election. 
This is a welcome announcement as it puts aside political uncertainty, a constant 
in Nepali life.

up to some extent it is certain that the budget for the upcoming fiscal year 2013-14 
will roll out in time unlike in the past when it was delayed due to political hiccups. 
However, due to the transitional nature of the government, the budget may only 
focus in maintaining the status quo.

As the Nepali Rupee continues on its devaluation trend in the next quarter, a result 
of the fall in Indian Rupee against the dollar, there will be spiraling impact on oil 
prices and, commodity prices, thereby pushing inflation. The devaluation of the 
Nepali Rupee looks irreversible in the next quarter, although it may not cross the 
NPR 100 to usD 1 barrier.

We continue to cover the sections in the manner readers are now used to: the first 
section provides a general overview of the macroeconomic state of Nepal’s economy. 
It goes into some depth within each sector and provides an overview of the key 
stories that have developed over the last quarter. This section also provides an 
outlook for the next quarter of the Nepali economy.

like in the previous issues, the second part of nefport presents an in depth review 
of the financial and capital markets, where we provide a detailed analysis and 
assessment of the performance and figures of banks, financial institutions and the 
Nepal stock exchange. 

This issue of nefport is also accompanied by the sixth issue of nefsearch, which is an 
investigative piece on financial fraud.

Nepal economic Forum, a division of beed, is a not-for-profit organization that 
functions as Nepal’s premier private sector led economic policy and research insti-
tution. We would like to thank beed invest and beed management for their support 
in making this issue possible. 

We are eager to receive your valuable feedback on how to make future issues of 
nefport more useful and user friendly. Please email us your suggestions at info@
nepaleconomicforum.org

sujeev shakya 
Chairman 
Nepal economic Forum

eDItoRIAl
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though the Election commission has rec-
ommended the government to hold the ca 
polls no later than November, it remains to be 
seen whether the government will promul-
gate the long pending electoral ordinance 
and complete the formation of a constitu-
ency delimitation commission soon enough 
to facilitate the holding of elections within 
the Ec recommended timeframe. One of 
the hindering blocks in announcing the 
poll ordinance is the failure of major politi-
cal parties to reach an agreement on the  
disputed provisions in the ordinance, which 
include the one per cent threshold provision 
(which makes parties securing less than 1% 
of the total votes ineligible for seats under 
the proportional representation electoral 
system), a bar on convicts from contesting 
the elections before six years of the com-
pletion of their sentences, and the need 
to disclose property details of candidates. 
With the political parties seemingly making 
no headway in negotiations, it is doubtful if 
the country will go to polls this November. 

 outlook

Political overview

Election date proposed: The newly 
appointed Chief Justice Khil Raj Regmi-
led government had been recommended 
to announce November 14 as the date for 
holding election by the election Com-
mission (eC). Though the election was to 
be held in June, the eC deferred the June 
polls to buy more time for the government 
to clear the existing constitutional and 
legal hurdles. Regmi’s government has 
also been requested to publicly notify the 
long pending ordinance to amend the 
Constituent Assembly Member Act and 
arrange logistics for the election without 
further delay. The eC has been inviting 
tenders for logistics and electronic Voting 
Machines (eVM), raising funds and 
arranging voter roll printing machine.  At 
present, the eC is verifying applications 
filed by 139 parties for registration.1 

Controversial appointment of CIAA 
Chief: Despite extensive protests by the 
civil society members and some oppo-
sition parties, President Ram Baranyadav 
on June 8 approved the appointment 
of controversial former royal regime 
figure lokman singh Karki as chief 
commissioner of the Commission for  
Investigation of Abuse of Authority 
(CIAA). Karki has been accused of 
smuggling gold when he was chief of the 
Department of Customs. A high-level 
probe committee led by former Justice 
Bhairab lamsal had also accused him of 

amassing wealth disproportionate to his 
known sources of income. The supreme 
Court had acquitted Karki of the charges 
on technical grounds.2  Dissatisfied by 
President yadav’s decision, a member 
of the President’s Advisory Group, Hari 
sharma tendered his resignation two 
days after Karki’s appointment.3  

China encourages its private sector to 
invest in Nepal: Wu Chuntai, Chinese 
ambassador to Nepal, has revealed that 
China’s private sector is eager to invest 
in tourism, hydropower, and agri-
culture in Nepal.4  Increase in Chinese 
investment in Nepal could help narrow 
the widening trade deficit between the 
two countries. Meanwhile, Chinese 
vice minister for education, Hao Ping, 
visited Nepal in May to share ideas on 
matters of common concern and mutual 
interests concerning the education sector 
as well as to promote bilateral assistance 
in the education sector. 

Terai Parties likely to join hands: 
serious talks on unification between 
terai Madhes National Campaign 
(tMNC) and Rastriya Madhes 
samjbadi Party (RMsP) are underway.5 
The two sides have held a couple of 
rounds of negotiations and have agreed 
to unite on the basis of the agendas. 
Both sides are yet to work out the 
technical details such as number of 

committee members. The madhes-
based parties are making efforts to form 
an alliance for the planned Constituent 
Assembly election. Madhesi leaders say 
there is pressure from their constitu-
encies to come up with a united front to 
take ahead the agendas of the Madhes.

Just when Nepal was gearing up for the June Constituent Assembly elections, news of the poll’s 

postponement until November has brought disappointment among the people. Even after the 

extension of the initial two-year term, the Constitution is still nowhere near ready. With major 

political parties continuing to squabble over numerous issues, people have now begun to question 

the political leaders’ commitment towards bringing peace and prosperity to the country. In the 

meantime, the Interim Election Council of Ministers in Nepal has finalized November 19, 2013, as 

the date for holding the CA elections.
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Rwandan sovereign bonds over sub-
scribed:  In April, the Government of 
Rwanda sold usD 400 million (NPR 
35.07 billion) dollar denominated 
10 year bonds, with annual yield of 
6.875%. The bond rated “B” was 
oversubscribed (bid-to-cover ratio) by 
nearly 10 times.6  Given the financial 
crisis in the developing world, emerging 
and even frontier markets prove to be 
more attractive. Rwanda joins other 
sub-saharan African countries, namely 
Nigeria, Zambia, Ghana, Gabon, 
senegal and Namibia in selling inter-
national debt. Nigeria, rated BB-, has 
yields of 4.06%, while Zambia, rated 
at B+, had a yield of 5.625%. 

Abenomics helps Japanese economy 
to bounce back: Japan’s Gross 
Domestic Product (GDP) has grown 
by 4.1% annually and exceeded 
expected growth by 0.6%. According 
to the central bank study, the 
aggressive monetary and fiscal policies 
adopted by Prime Minister shinzo 
Abe, via Abenomics—a push for big 
stimulus spending and monetary 
easing by the central bank, has helped 
weaken the yen and strengthen share 
prices. The central bank is, therefore, 
set to expand monetary stimulus 
and debate an overhaul of its policy 
framework. The weaker yen and bol-
stered share prices policy followed by 
the government is expected to have a 

international economy

positive impact on the economy, and 
help it bounce back from the recession 
faced in the previous year.7 

EU and IMF clash over Greece bailout: 
The Greek economy continues to 
contract; it shrank by 5.6% within the 
first three months of 2013, as compared 
to the same period in the previous year.8  
to reduce its debt burden, Greece 
restructured privately held Greek bonds 
in 2012, imposing losses of more than 
70% on investors after the country’s 
prolonged recession. The International 
Monetary Fund (IMF) has blamed the 
euro zone for postponing upfront debt 
restructuring to 2012, which should 
have occurred in early 2011. The IMF 
has also stated that european political 
failings such as poor implementation of 
reform by authorities, adverse political 
developments and inconsistent policy 
signals by euro leaders, has contributed 
to the lack of success of the program. 
This delay, according to IMF, has led 
to private investors selling off their 
bonds and shifting the burden to the 
euro zone governments and their tax-
payers. The eu in turn has responded, 
disagreeing with the fact that a 2010 
debt restructuring would have helped 
mitigate the situation.9 

India records slowest growth in a 
decade: India grew by only 5% in 
the Fy 2012/13, its slowest pace in 

despite the global economy heading back 
towards a growth path, the international 
monetary Fund (imF) has downgraded 
its growth forecasts for 2013 by 0.2 
percentage points to 3.3%, and 4% for 
2014 warning on the dangers of uneven 
recovery. similarly, the World Economic 
Outlook has outlined high to medium term 
risks stemming from the euro zone crisis, 
and the ability of us and Japan to cut 
public sector deficits and debt. 

 outlook

Global economic prospects have improved; however, bumpy recovery 

and skewed macroeconomic policies have complicated policymaking in 

emerging market economies. 

a decade wherein growth averaged at 
10% according to the Central sta-
tistics office. The Indian economy, in 
contrast, grew by 6.2% in Fy 2011-12. 
This drop in growth is said to be a 
result of low investor confidence and 
therefore slump in investments, uncer-
tainties over taxation, bureaucratic 
delays, high inflation, weak export 
demand and continued restrictions on 
foreign direct investment.10  According 
to the global ratings agency standard 
and Poor’s, India could face losing 
its grade rating amid new threats to 
economic growth. The organization 
for economic Cooperation and 
Development (oeCD) has lowered 
its projections for India’s GDP to 
5.3% in 2013, as compared to 5.9% 
previously.11
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 AGRICUlTURE 

Financing to the agriculture sector witnessed 
a significant increase in the first eight months 
of the current Fy 2012-13; this followed the 
Nepal rastra Bank’s directive to financial 
institutions to boost their lending to the 
sector. However, despite the financial boost, 
agricultural output failed to see any increase 
due to unfavorable weather conditions. 

60 million allotted for organic fer-
tilizer plants: The Ministry of Agri-
culture Development (MoAD) has 
earmarked NPR 60 million (usD 0.66 
million) to set up organic fertilizer 
plants in five development regions in 
a bid to encourage chemical-free farm 
products.12 The government is pre-
paring a “compost fertilizer promotion 
policy” through which it will be imple-
menting the action plans for the fer-
tilizer plants. 

The trade and export Promotion 
Center (tePC) statistic shows import 

macroEConomIC
Nepal’s economy in the last quarter witnessed some negative developments. Failure to update 

Nepal’s tourism promotion and marketing strategies resulted in a slump in the arrival of tourists to the 

country.  A huge decline in the export of country’s major exportable items was also reported, with 

products identified as exportable goods in the Nepal Trade Integration Strategy failing to generate 

much revenue. Another negative trend seen in the agriculture sector was its growing dependence on 

chemical fertilizers, despite the government’s attempts to promote organic farming. With the CA polls 

postponed till November and the prevalent political instability, it is doubtful Nepal’s economy will fare 

any better in days to come.

OV ERV i Ew

of chemical fertilizers is increasing at 
an alarming rate (see Figure 1). As per 
tePC’s data, Nepal imported chemical 
fertilizers worth NPR 11.47 billion 
(usD 126 million) in the first 9 months 
of the current Fy 2013-2014 compared 
to NPR 8.82 billion (usD  97 million) 
in the last Fy 2012-2013. This increase 
in the use of chemical fertilizers not 
only has an adverse impact on envi-
ronment and human health but also 
on Nepal’s economy keeping in mind 
the country is losing a huge amount 
of foreign currency in the import of 
chemical fertilizers. to promote organic 
fertilizers, the government has been 
providing 50% subsidy on purchase of 
equipment required for setting up pro-
duction plants.

Government not to ban FDI in agri-
culture: The government has decided 
to turn down farmers’ demand for 
ban on FDI and on import of genet-

ically-modified (GM) crops in the 
upcoming Agriculture Development 
strategy (ADs)13. ADs is in line 
with the existing Foreign Investment 
and technology transfer Act and, 
under the provision, it cannot ban 
FDI. Previously, the government was 
leaning towards imposing a ban on 
FDI in agriculture following crit-
icisms from All Nepal Peasants’ Fed-
eration (ANPF). However, the gov-
ernment backflipped on its decision 
on grounds that the country was in 
need of foreign investment. None-
theless, among the 22 point demand 
of ANPF, some of the major demands 
have already been addressed by the 
government, which include setting  
of minimum support price for staple 
crops, formation of National Farmers’ 
Commission, programs and activities 
to ensure farmer rights, and addressing 
food sovereignty. on the demand for a 
blanket ban on GM crops, an under-
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macroEConomIC
standing has been reached with ANPF 
to conduct an extensive discussion 
with experts. 

Production of cash crop surges: 
Potato, tea, coffee, large cardamom, 
garlic, and turmeric logged growth in 
production in the fiscal year 2012-13.14  

table 1: increase in production of cash 
crops Fy 2012-13

cash crops % increase

Potato 6.4%

Tea 3%

Coffee 8%

Large Cardamom 32.75%

Garlic 40.44%

Turmeric 40.34%

Source: Economic survey 2011/2012, ministry of Finance

Garlic and turmeric recorded a sig-
nificant rise in production compared to 
last year (see Table 1). Production of 
large cardamom, which is one of 
Nepal’s major exports, increased by 
32.75%. Vegetable production is 

expected to reach 3.33 million tons on 
246,174 hectares this fiscal year. 

However, output of ginger, another 
major exportable item, fell by 10.46% 
to 228,501 tons. The fall in output is 
attributed to drastic rise in the price, 
which jumped nearly 11-folds to reach 
a three year high of NPR 130 per kg 
this fiscal year.

Drop in cereal production: Irregular 
monsoon and shortage of chemical fer-
tilizers during the plantation has led to 
a fall in cereal production from 9.45 
million tons to 8.73 million tons in the 
current fiscal year.15

Paddy production dropped by 11% in 
fiscal year 2012-13 and was limited to 
4.54 million metric tons, while in the 
previous year, paddy production was 
5.07 million metric tons (see Figure 2). 
This drop in production may worsen the 
food security situation unless the gov-
ernment builds an efficient mechanism 
to distribute food in the mid-and 
far-west hill districts. Reduction in 
cultivation area by 140,000 hectares 
is also a major reason for the fall in 
production. Cereal cultivation area 

was limited to 3.34 million hector this 
year. Maize productivity witnessed the 
same trend and per hectare production 
dropped from 2.5 metric tons to 2.35 
metric tons. Productivity of wheat and 
millet is about 2.47 metric tons and 
1,114 metric tons, respectively. 

Quality certification for honey 
underway: Despite being listed in 
the Nepal trade Integration strategy 
(NtIs) product list, honey export has 
seen a drop this fiscal year. The country 
only exported honey worth NPR 5000 in 
the eight months of the current fiscal year 
compared to export of NPR 215,000 in 
the same period of last fiscal year.16 

Nepal produces 10,000 tons of honey 
annually and an estimated of 125,000 
beehives have been installed by farmers. 
organic honey produced in the far 
western region is said to have a huge 
potential in the international market, 
especially european market, and can be 
sold at relatively higher prices due to its 
unique flavor, but quality certification 
has been a barrier for honey exporters. 
Food technology and Quality control 
has sent a Residue Monitoring Plan to 
the european Commission (eu) of its 

Figure 2: yearly production of paddy and maze

Source: trade statistics, annual trade data of Fy2068/69, ministry of commerce and supply 
trade and Export Promotion centre

Figure 1: import of fertilizers for the last 4 years

Source: the trade and Export Promotion center
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approval on the honey quality certifi-
cation which will enable the export of 
honey internationally. 

Credit to agriculture sector surges: 
The central bank has stated that the 
total lending of the banks and financial 
institutions to the agriculture sector 
has increased by NPR 8.89 billion 
(usD 98 million) in the first eight 
months of the current Fy 2012-13 as 
compared to an increase by NPR 4.89 
billion (usD 53 million) in the same 
period of the last Fy 2011-2012.17 
The growth rate of agriculture sector 
is estimated at 4.9% as compared to 
4.5% last year. 

The size of agro lending portfolio of the 
financial institution that lend to agri-
culture sector has increased from NPR 
16.5 billion (usD 182 million) on July 
2011 to NPR 37.08 billion (usD 409 
million) by January 2013. Nepal Rastra 
Bank has directed financial institutions 
to float a minimum of 10% of their 
total lending to the agriculture sector 
by fiscal year 2013-14. In order to 
promote lending to agriculture sector, 
NRB is providing refinancing facilities 
for agriculture at 6.5% interest as it 
does with hydropower loans.18

 EDUCATION 

the current state of public education in 
Nepal is pitiful and it doesn’t take much to 
understand why. Political interference, cor-
ruption and nepotism in the educational 
system, coupled with lack of commitment 
among teachers and absence of even the 
most basic of facilities for the students con-
tribute to this  current state of affairs. On the 
brighter side, dropout rates have decreased 
and there has been an increase in the 
student promotion rate in public schools. 

PABSON demands amendment in 
school directives: The Private and 
Boarding schools’ organization 
Nepal (PABsoN) has demanded 
an amendment in the Institutional 
school standards and Directives 2069, 
claiming that some provisions are 
against private schools. A 12-point 
declaration was issued during its 
ninth national general assembly, 
which demand (i) revocation of the 
education service tax, (ii) a separate 
act for regulation and monitoring of 
institutional schools, (iii) provision of 
training teaching and non teaching 
staff of private schools for their overall 
development, (iv) a check on drain of 
students to foreign countries, and (v) 
permission to institutional schools—
both public and private—to register 
either as a company or as a guthi as 
per their wish. As per PABsoN, the 
government imposed 45% scholarship 
provision creates a gulf between paying 
and non paying students.19 

literate Nepal Mission a failure: The 
District education office (Deo) at 
Dhanusha cancelled its literacy classes 
under the literate Nepal Mission for 
the second consecutive year due to 
differences among political parties 
over sharing quotas and appointment 
of teaching staff. The district has the 
fourth largest illiterate population in 
the country with a total of 188,644 
illiterate people, followed by sarlahi, 
Mahottari and Rautahat as per a survey 
carried out by the Non-Formal edu-
cation Centre (NFeC). The Deo has 
been requested to return the allocated 
budget for the program.20 

UNESCO’s two year federal education 
plan: The united Nations’ educa-
tional, scientific and Cultural organi-
zation (uNesCo) is all set to launch 
its two-year project titled ‘Planning 

effective delivery of education in a 
federal state’. The project, which has 
been allocated a total budget of usD 
378,000 (NPR 33 million),  aims to 
contribute to the peace and devel-
opment process in Nepal by fostering 
constructive dialogue and planning, 
leading to progress in constitution 
making. The project will work together 
with six implementing partners to 
contribute to a better understanding 
of issues related to federalism options 
in the education system. The project 
will also provide models, plans and 
coordination mechanisms and build 
the capacity of the Ministry of edu-
cation (Moe) to plan, implement 
and monitor the restructuring of the 
education system. The project will be 
overseen by the uNesCo office in 
Kathmandu in close partnership with 
the Moe, the National Planning Com-
mission, and the Nepal National Com-
mission for uNesCo.21 

One million textbooks go missing: 
As per the Department of education 
(Doe), over one million textbooks that 
were to be freely distributed among 
students in community schools are 
missing. While Janak sikshya samagri 
Kendra (JssK), the government 
monopoly to publish textbooks for 
the Central, Mid West and Far West 
Regions, claims that 13.1 million units 
of books were handed to sajha Publi-
cation for distribution, records from 
sajha Publication indicate that only 
12.1 million units were received for 
distribution. The estimated cost of one 
million books is over NPR 20 million 
(usD 0.23 million).22

Yarsagumba affects schools in Mugu: 
over 18 schools in the Mugu district 
have been shut for a month due to 
teachers leaving to appear in the 
teachers’ service Commission exami-
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nation, and most  students heading 
to the upper belt for collection of yar-
sagumba, a prized herb also known as 
the Himalayan Viagra. According to 
the District education office (Deo), 
most schools in the district remain 
closed during this time of the year as 
both teachers and students go to hunt 
for yarsagumba, which fetches a good 
price in the market.23 

Education Fair a success: An education 
and career fair, jointly organized by 
Kantipur Publications and the Higher 
secondary schools’ Association Nepal 
(HIssAN), saw a footfall of 226,351 
during the four day event. Apart from 
regular seminars, three seminars were 
held by renowned education and man-
agement experts. The fair, with its theme 
of “excellent education in Nepal”, was 
conducted to promote national educa-
tional institutes offering students various 
options available in line with their needs 
and ambitions.24 

20% community schools lack toilets: 
Despite the government’s claim of 
achieving 53% of the Millennium 
Development Goals (MDG) targets 

in sanitation, 20% of community 
schools across the country do not have 
any toilets. of the 28,000 community 
schools in the country, 80% have 
toilet facilities, with only 65% having 
separate facilities for boys and girls.25  

TU mulling policy shift: The uni-
versity Grants Commission (uGC) has 
decided to revise the 15 year old higher 
education policy which came into 
existence in 1998. In a bid to improve 
the quality of education, tribhuvan uni-
versity (tu) is, therefore, considering a 
revision of curricular structure to make 
it relevant to contemporary needs. Rec-
ommendations on policy changes will 
be made by tu officials to improve the 
existing policy.26

Action sought against 64 illegal 
schools: A memorandum has been 
submitted to the District Adminis-
tration office in Parasi, in the Nawal-
parasi district, seeking stringent action 
against illegally-run private schools 
in the district. Private schools in the 
district have found to be advertising and 
admitting students despite failure to 
meet the basic criteria to conduct classes 

under the education Act. More than 64 
private schools are being illegally run 
in the district, with some institutions 
running higher classes despite having 
permission only to conduct lower 
classes. The District education office 
has been criticized for failing to take 
action despite the matter being brought 
forward multiple times.27

 ENERGY 

a slump in global crude oil prices has 
provided the debt and loss ridden Nepal 
Oil corporation (NOc) a glimmer of hope, 
resulting in reduced losses for the state 
owned monopoly. according to a reuters 
report, Brent crude oil hit an eight-month 
low to usd 101 (NPr 8854) per barrel in 
mid april, 2013, as the outlook for global 
crude demand growth dimmed. this led 
to reduction of losses of NOc to NPr 67.2 
million (usd 766,000) for the month of 
april28, which were further reduced to NPr 
33.8 million (usd 385,000) for the month of 
June. Nonetheless, NOc continues to remain 
dependent on the government for loans to 
cover import costs. after demands of NPr 7 
billion (usd 79.8 million) worth of loans from 
the government, the government extended 
credit of NPr 1 billion (usd 11.4 million) to 
NOc through Employees’ Provident Fund 
(EPF) along with a Vat refund of NPr 700 
million (usd 7.9 million).29  also, the ministry 
of Finance, in the month of april, provided 
NOc with NPr 750 million (usd 8.5 million) 
to enable it to import adequate amounts of 
petroleum products.30 With this addition, the 
amount that NOc owes to government and 
other institutions has gone up to more than 
NPr 23 billion (usd 262.3 million).

the other state owned monopoly, Nepal 
Electricity authority, continues to be plagued 
by the same issues of growing losses and 
corruption. in an effort to curb losses, the 

Figure 3: Students appearing for the School leaving certificate exam over the years

Source: ministry of Education



12 | dOckiNg NEPal’s EcONOmic aNalysis 

Macroeconomic Overview

board of directors of NEa forwarded a 
proposal to the Electricity tariff Fixation 
committee (EtFc) to hike retail electricity 
tariff by 20%.31 EtFc is also working on a 
system to increase electricity tariff by 5% 
every year. currently, the power tariff is NPr 
7 (usd 0.8) per unit. 

Kulekhani resumes partial operations: 
After remaining shut for one and a half 
months, the Kulekhani Hydropower 
Project II resumed partial operations 
on May 30. The 32 MW plan located 
in Hetauda was shut down after a fire 
set ablaze three of its transformers on 
April 16. The damaged transformers, 
which had a capacity of 12 mpa 
each, were replaced by a single trans-
former with a capacity of only 10 mpa, 
thereby limiting the capacity of power 
generation to only 10 MW.33 During 
the shutdown, NeA lost a minimum 
of 287,000 units of energy, with daily 
losses amounting to NPR 2.29 million 
(usD 26,000).34 Although operations 
of the project have started, NeA con-
tinues to make losses from the loss of 
electricity generation that the project 
could have generated on full capacity. 
Project officials have identified a time 
frame of a month for the transformers 
to be fully functional. 

Collateral requirement removed in 
new Renewable Energy Policy: The 
new Renewable energy Grants Policy, 
2069, endorsed by the Cabinet on 
February 26, provisions to provide a 
subsidy of 40% to households that 
install the renewable energy tech-
nology.35 The policy aims to make 
renewable energy more inclusive, with 
loans being managed through rural 
development banks and new policy 
waives off the collateral requirement 
to claim loans. The policy also includes 
provisioning for additional monetary 
support to install the technologies for 

the poor, disadvantaged and margin-
alized groups. The new policy aims at 
increasing the number of renewable 
energy users from the current 1 million 
households.

Upper Trishuli hydro project 
upgraded: Nepal electricity Authority 
(NeA) has decided to go ahead with 
the upgradation of upper trishuli 3A 
hydro project from 60 MW to 90 MW, 
ignoring protests to do the contrary.36 

The upgradation was resisted by five 
trade unions in NeA citing reasons 
that the delay in completion of the 
project would lead to increased 
losses to NeA. The NeA meeting 
reviewed the agreement signed with 
China Gezhouba Group Company to 
upgrade the hydro project. According 
to the revised decision, the cost of 
the project has increased to usD 
132 million (NPR 11.6 billion) from 
usD 89 million (NPR 7.8 billion). 
taking into account the time required 
for the upgrade, the project will now 
be completed in two years instead of 
one. energy from the project will be 
produced at a cheaper rate of NPR 
2.7 (usD 0.03) per unit as against 
the Power Purchase Agreement rate of 
Rs 4.80 (usD 0.05) for the summer 
and Rs 8.40 (usD 0.09) for the 
winter season. 

Deadline set for color coded lPG 
cylinders: Despite the government 
proposing a fourth deadline of July 
15 to enforce distribution of color 
coded cylinders, its implementation 
seems doubtful due to resistance from 
lPG dealers.37 under the color-coded 
cylinder system, households will 
get red cylinders at subsidized rates, 
while commercial customers will use 
blue cylinders and pay the full rate. 
The Nepal lPG Industry Association 
(NlPGIA) has yet again put forth a 16 

point demand, including a hike to their 
commission. If these demands are not 
fulfilled, the dealers have threatened 
to halt supply of lPG in the market. 
The government, on the other hand, is 
firm on not giving into the demands 
of the dealers as it will increase the 
financial burden on consumers. With 
both parties not reaching a settlement, 
implementation looks doubtful. 

Government fails to provide pledged 
facilities to hydro projects: sixteen 
hydropower projects have not received 
government-pledged facilities although 
it has been more than a year since the 
Ministry of energy recommended 
their names for the same. Citing legal 
provisions, the Ministry of Finance 
has refused to offer Value Added tax 
(VAt) exemption on construction 
materials. Reluctance of NeA to sign 
power purchase agreements with a 
higher rate has also prevented the 
government from providing facilities 
such as concessional loans; as such, 
loans are only sanctioned after the PPA 
signing. NeA, on the other hand, cites 
its poor financial health as reasons for 
not approving an upward revision in 
rates.38 Failure to provide the promised 
incentives has created confusion on 
whether to continue the provision. 
According to the energy Ministry, an 
additional 70 projects have applied for 
such facilities.

FNCCI seeks political commitment 
for hydropower development: In 
order to facilitate hydropower devel-
opment in the country, the Fed-
eration of Nepalese Chambers of 
Commerce and Industry (FNCCI) 
has sought political commitment on 
eight specific areas. Commitment 
of political parties are on areas 
regarding political stability, regu-
latory and institutional framework, 
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infrastructure development, private 
investment and financing, export of 
electricity, social and environmental 
concerns, and political mobilization, 
education and awareness. leader of 
various political parties expressed 
their commitment by signing a 
document entitled “Political Com-
mitment on the Development of 
Hydropower” on the occasion of 
the 47th annual general meeting of 
FNCCI. this initiative is hoped 
to help mega hydro power projects 
move ahead without hindrance. the 
document includes common prin-
ciples and polices for hydropower 
development and also put emphasis 
on regulatory and institutional issues 
in the hydropower sector.39

 FOREIGN AID 

Foreign aid finances 60% of devel-
opment programmes in Nepal, according 
to experts, and this dependence could 
lead to erosion of domestic mobilization 
capacities within the country. the only 
way the country can reduce its foreign aid 
dependency is improving its own domestic 
competency. so far, foreign aid has failed 
to achieve its target in the country. Hence, 
to optimize its effect, it is essential that the 
aid be channelized into prioritized sectors 
in addition to improving the country’s regu-
latory and absorptive capacity. the impact 
of foreign aid on inflation, exchange rate 
and other critical economic indicators, 
therefore, needs to be studied in detail for 
effective public expenditure management 
and formulation of appropriate fiscal and 
monetary policies.40 

Norway, UNDP provides USD 3.6 
million for elections: The Norwegian 
Ministry of Foreign Affairs and the 
united Nations Development Pro-

gramme (uNDP) have partnered 
together to provide the Government 
of Nepal a grant assistance of usD 3.6 
million (NPR 315 million) for election 
operations and capacity building of 
the election Commission. In addition 
to funding, the Norwegian Ministry 
of Foreign Affairs will also provide 
support for the ongoing voter regis-
tration, electoral mapping, dispute 
resolution and strategic planning as a 
part of the second phase of uNDP’s 
electoral support Project. Through the 
grant, uNDP aims to strengthen the 
election Commission and support it 
in carrying out its mandate of holding 
fair, credible and inclusive elections, 
enhance its institutional capacity at 
the central as well as local levels, and 
increase the capacity and reach of the 
newly established electoral education 
and Information Center.41

RoK aid for Disaster Recovery Center: 
The Republic of Korea (RoK) has 
agreed to provide a grant assistance of 
usD 4.6 million (NPR 403 million) 
to the Government of Nepal for the 
establishment of a Disaster Recovery 
Centre for the Government Integrated 
Data Centre (GIDC) in Hetauda. The 
aim of the project is to minimize losses 
in data on natural and human induced 
disasters by establishing a backup 
system of the Disaster Recovery Centre 
(DRC) and to create synergies in the 
data management of the government 
and the GIDC. The project will be 
implemented by the Korea Interna-
tional Cooperation Agency (KoICA) 
on behalf of the Republic of Korea 
and National Information technology 
Center (NItC) in Nepal. KoICA 
will provide software, equipment and 
materials, dispatch Korean experts to 
Nepal, as well as provide trainings to 
Nepalese counterparts in Korea. The 
project is expected to reach completion 

within 36 months.42

Promotion of Child Friendly Gov-
ernance: The Royal Norwegian 
embassy, along with the united Nations 
Children’s Fund (uNICeF), has agreed 
to provide usD 7 million (NPR 613 
million) in foreign aid to the Gov-
ernment of Nepal to strengthen and 
expand the implementation of its Child 
Friendly local Governance (CFlG) 
Program across the country. The 
agreement aims at prioritizing children 
and adolescents in the national budget 
and policies, with increased investment 
on children reflected through 3-5 year 
plans, mainstreaming of the CFlG 
framework in ministry guidelines and 
policies, such as education, health, 
nutrition, water, sanitation and hygiene, 
social welfare and local development.  
The CFlG is a part of the government’s 
local Governance Community Devel-
opment Programme (lGCDP), which 
includes 21 indicators to be monitored 
at the Village Development Committee 
(VDC) level. The partnership is also 
expected to help strengthen the multi 
sector National social Protection Act, 
and enhance the capacity of stakeholder 
at all levels to institutionalize a gov-
ernment that is child friendly.43

ADB loan to modernize wastewater 
services: A usD 80 million (NPR  
7 billion) loan has been approved by 
the Asian Development Bank (ADB) 
to support the modernization of the 
wastewater network and treatment 
facilities in Kathmandu Valley by 
broadening and improving the 
wastewater systems. The usD 137 
million (NPR 12 billion) project is 
expected to improve health and living 
conditions, as well as reduce river pol-
lution within the valley where the 
wastewater network has been unable to 
meet its objective due to ever increasing 
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population shifts. The Government 
of Nepal will be providing usD 40.7 
million (NPR 3.5 billion), whereas the 
organization of Petroleum exporting 
Countries Fund for International 
Development (oFID) will be providing 
usD 16.3 million (NPR 1.4 billion) to 
be administered by ADB. The project, 
expected to be completed in 2018, aims 
at rebuilding or laying around 514 km 
of sewers, along with modernizing and 
expanding five waste water treatment 
plants. This will increase the treatment 
capacity from around 16 million liters 
of water per day to around 90 million 
liters of water per day. The goal of the 
project is to ensure that 80% of the area’s 
sewage is collected in these systems by 
2018, with the current system collecting 
only 5% as of 2012.44 

EIB provides Hydropower loan: 
A usD 71.8 million (NPR 6.29 
billion) loan has been approved by the 
european Investment Bank (eIB) to 
the Government of Nepal for the con-
struction and maintenance of tanahu 
Hydropower Plant, which has an 
installed capacity of 140 MWe along 
the upper seti River. This is eIB’s 
first loan to Nepal through which it 
hopes to see the eventual provision of 
clean energy to the country. energy 
being key to speeding up social and 
economic development, the loan hopes 
to achieve a significant improvement 
of living standards within the country 
and, thereby, its development goals. 
The tanahu hydropower project will 
contribute in meeting peak electricity 
demands during the dry winter season 
shortages, and will operate as a base 
load power plant during the rest of the 
year.45 The project includes a program of 
rural electrification under which power 
will be supplied to 17 villages in the 
vicinity of the plant. The project will be 
co-financed by the Asian Development 

Bank (ADB), the Japan International 
Cooperation Agency (JICA), and the 
Abu Dhabi Fund for Development with 
the eIB loan representing 15% of the 
total cost of the project. The project is 
expected to reach completion by 2020.46  

USD 77.6 million boost for climate 
change, food security projects: The 
World Bank and the Government 
of Nepal have signed two project 
agreements, viz. the Nepal Agriculture 
and Food security Project (NAFsP) for 
usD 46.4 million (NPR 4.06 billion) 
and the Building Resilience to Climate 
Related Hazards (BRCH) for usD 
31.2 million (NPR 2.73 billion), with 
a combined value of usD 77.6 million 
(NPR 6.8 billion). The NAFsP aims to 
improve food and nutrition security as 
well as livelihood opportunities by tar-
geting the poorest and most vulnerable 
population groups in mid and far western 
Nepal. NAFsP also hopes to address 
climate change through identification 
and promotion of drought tolerant crop 
varieties and resilient livestock breeds, 
which will contribute to smallholder 
farmers in mitigating or adapting to the 
impacts of climate change. The NAFsP 

is expected to reach out to over 45,000 
pregnant and nursing mothers in nearly 
100,000 households in the mid and far 
western regions.    

The BRCH project on the other hand 
aims to build resilience as well as 
adaptive capacity of the hydro-meteo-
rological services by transitioning it into 
a modern service oriented system. This 
is expected to increase the accuracy and 
timeliness of weather and flood forecasts 
and enhance the government’s disaster 
preparedness. The project will also 
support agricultural management infor-
mation system services to help farmers 
mitigate climate-related hazards.47

UK aid for Family Planning Project: 
The uK Government has agreed 
to invest usD 23.4 million (NPR 
2 billion) to support the Family 
Planning Project and provide family 
planning services to 1.5 million 
women in Nepal.  The four year long 
project will focus on poor, uneducated, 
socially excluded women and young 
girls living in remote areas. Through 
the project, a better range of modern 
contraceptives will be made available 

Figure 4: comparison of Foreign cash loans for the first nine months over four years

Source: recent macroeconomic situation, Nepal rastra Bank
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to the disadvantaged groups who cur-
rently have no access to such facilities. 
The services are to be delivered by 
the Government of Nepal (GoN), as 
well as private sector providers. The 
aid aims at complementing existing 
efforts and support that the uK Gov-
ernment provides to the GoN’s health 
sector program.48 

US Embassy supports “Teach For 
Nepal”: The embassy of the united 
states in Nepal has announced a usD 
75,806 (NPR 6.6 million) grant in 
support of teach For Nepal (tFN), a 
movement of university graduates and 
young professionals working towards 
ending educational inequity in Nepal. 
The embassy, though its grant, aims at 
empowering talented young people in 
transforming the lives of disadvantaged 
children in some of Nepal’s most under-
served communities. The grant will 
support the tFN’s initial training and 
ongoing professional development 
for the inaugural corps of 30 teaching 
fellows, in addition to the recruitment 
of the next cohort of fellows. These 30 
young Nepali teaching fellows will be 
placed in government schools in the 

lalitpur district.49 

EU grant for disaster risk reduction: 
to support disaster risk reduction in dif-
ferent parts of Nepal, the Humanitarian 
Aid and Civil Protection Department 
of the european Commission (eCHo) 
will be providing a grant of NPR 360 
million (usD 4.1 million) under its 
Disaster Preparedness Action Plan for 
south Asia. eCHo aims at reducing 
the vulnerability of rural populations 
living in areas most affected by natural 
disasters and those highly vulnerable 
to earthquakes—notably in urban 
settings—by increasing the pre-
paredness and the response capacities 
of local communities and authorities to 
potential and frequent natural disasters. 
Though its Disaster Preparedness Action 
Plan, eCHo aims at conducting pilots 
and testing replicable community-based 
disaster preparedness models at the grass 
root level.50 

UK grant assistance for Rural Access 
Program III: The uK Government, 
through the Department for Inter-
national Development (DFID), has 
agreed to provide a grant assistance of 

usD 58 million (NPR 5.11 billion) to 
the Government of Nepal for the imple-
mentation of the Rural Access Program 
Phase III. The main objective of the 
program is to secure sustainable rural 
livelihoods for poor and disadvantaged 
groups and improve income opportu-
nities through employment generation, 
providing sustainable access to markets 
and improved access to economic 
opportunities in the rural program area. 
The program,  expected to be completed 
by March 201751, aims at lifting 20,000 
people out of poverty, generate 7.5 
million working days, maintain, reha-
bilitate, upgrade and construct 2400 km 
of roads and train over 500 government 
staffs and 200 maintenance committees. 
The program will be implemented by 
the Ministry of Federal Affairs and local 
Development  across the mid and far 
western districts of Nepal. 

 HEAlTH 

in the last quarter, the health sector saw a 
rise in the number of people suffering from 
eye problems. also reported were a large 
number of cases of seasonal allergy and 
allergic conjunctivitis—health problems that 
usually arise during the dry seasons. medical 
professionals attribute these problems to the 
dust and irritants emanating from the debris 
left behind by the government’s haphazard 
road-widening drive.

Corona Virus spreads globally, 
Nepal on alert: After the Middle east 
Respiratory syndrome Coronavirus 
(MeRs-CoV) claimed 33 lives and 
affected 23 people globally, the Gov-
ernment of Nepal has directed hos-
pitals and laboratories to be on high 
alert. The epidemiology and Disease 
Control Division has asked the 
National Public Health laboratory 

Figure 5: comparison of Foreign cash Grants for the first nine months over four years

Source: recent macroeconomic situation, Nepal rastra Bank
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and Walter Reed Research unit Nepal 
to conduct tests of MeRs-CoV and 
H7N9 on patients suffering from 
various respiratory illnesses. According 
to World Health organization 
(WHo), people with MeRs-CoV 
develop symptoms such as acute 
respiratory illness with fever, cough, 
shortness of breath, and breathing dif-
ficulties. Most patients are found to 
have developed pneumonia and also 
gastrointestinal symptoms, including 
diarrhea. With the source or mode 
of transmission currently unknown, 
WHo suggests prudent measures to 
be taken to prevent respiratory ill-
nesses such as to avoid close contact, 
when possible, with anyone who 
shows symptoms of illness (coughing 
and sneezing), and to maintain good 
hand hygiene.52

Health camp for traffic police: the 
Metropolitan traffic Police Division, 
in association with sumeru Hospital, 
organized a day long free health camp 
where traffic police personnel, both 
male and female,  underwent health 
checkups and received medications. 
of the 350 personnel who attended 
the camp, 345 officers were found to 
be suffering from various health con-
ditions. Ninety seven officers were 
diagnosed with orthopedic ailments, 
76 with eNt conditions, 60 with 
skin diseases, 51 with bronchitis, 
15 with neurological conditions, 
31 with reproductive problems and 
25 with abdominal ailments at the 
four-hour camp.53 since the traffic 
police personnel are deployed on 
the road for more than 16 hours a 
day and are constantly exposed to 
environmental pollution, doctors 
stressed on the use of protective 
masks and goggles for protection 
from vehicular exhaust that consists 
of toxic components. 

Rise in the number of people with 
eye problems: there has been a 
surge in the number of people suf-
fering from eye problems. According 
to the Nepal Medical College and 
teaching Hospital, the number of 
patients suffering from seasonal 
allergy and allergic conjunctivitis has 
also increased. this increase in eye 
related problems is attributed to the 
onset of the dry season, air pollution 
and hazy weather, along with the gov-
ernment’s haphazard road-widening 
drive, failure to remove debris and 
fix the roads on time. of the total 
eye patients visiting the oPD, 10% 
suffered from allergic problems.54

Hospital to start kidney transplants: 
The Department of Health services 
(DoHs), under the Ministry of 
Health and Population (MoHP), has 
authorized Bharatpur-based College 
of Medical sciences (CoMs) to begin 

kidney transplantation services. This 
is for the first time that a non-gov-
ernmental institution has obtained 
approval for kidney transplantation 
services in the country. CoMs has 
been authorized in accordance with 
the Kidney transplantation Regulation 
2011, which requires the hospital to 
inform the DoHs prior to surgeries.56 

Appeal to make hospitals smoke-
free zones: Government authorities 
have been urged by health experts to 
make hospitals areas a smoke-free zone 
and to fully implement the tobacco 
Control and Regulation Act. tobacco 
causes 16‚000 deaths per year in Nepal‚ 
90% of which is through lung cancer. 
tobacco causes hair loss‚ blindness‚ 
wrinkles‚ loss of hearing power‚ skin 
cancer‚ teeth damage‚ bone weakness‚ 
heart ailments‚ stomach ulcers‚ cancer 
of the cervix and miscarriage, asthma 
and other respiratory illnesses.57

NEPAl MEDICAl ASSOCIATION DEMAND SAFETY 
AND SECURITY FOR HEAlTH wORKERS 

a study conducted by the Nepal medical 

association (Nma) indicates that 61 major 

cases of vandalism, threats and physical 

assault on doctors and health institutions 

have taken place in the last five years, with 

over 500 such cases going unreported every 

year. manhandling of health personnel was 

found to be the most common, followed by 

physical assault and damages to hospital 

property. though the Health Professional 

Protection act, 2009, makes manhandling 

health workers and padlocking and van-

dalism of health institutions a punishable 

offence that could fetch a one-year jail term 

or fine up to NPr 300,000 (usd 3,421) or 

both, depending on the nature of the offence, 

lack of effective implementation has ren-

dered this act a toothless piece of legislation.  

concerned by these growing cases of 

threats and physical attacks on health 

workers and health institutions, Nma has 

demanded that the act be implemented 

effectively by the government to secure 

the professional and personal security 

of health workers. among the 61 major 

recorded cases, incidents of verbal spats 

with health personnel were the highest 

at 27, followed by 11 cases of physical 

assault on health personnel. meanwhile, 

eight incidents of infrastructure damage, 

three incidents of damage to vehicles and 

abduction of nine health personnel were 

reported during the period. such incidents 

not only hamper the health care delivery 

but also deprive patients of much needed 

services.55
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Government to distribute over 2.5m 
mosquito nets: The Government of 
Nepal is planning to distribute over 
2.5 million Insecticide-treated Bed 
Nets (ItNs) in its efforts to meet the 
national target of controlling malaria by 
2015. The epidemiology and Disease 
Control Division (eDCD) under the 
Department of Health services plans to 
distribute 2 million ItNs in 31 districts 
affected by malaria, with 1.4 million 
nets to be distributed in the current 
fiscal year. According to the eDCD, 
around 20.5 million people from 65 
districts are affected by malaria.58

Dang HIV cases up by 76: According to 
a recent survey, the number of HIV cases 
in Dang district has increased by 76 in 
the last nine months; the total number 
of HIV cases in the district has now 
reached 225. Among the victims, 121 are 
male, 82 women and 22 children. The 
number of victims in the current year 
is comparatively higher to that in the 
previous year. unsafe physical relations 
have been found to be the main cause 
of infection among the teens, whereas 
infants have acquired the infection from 
their parents. till date, 92 HIV infected 
victims have died in the district.59

INFRASTRUCTURE

Ring Road Expansion: If all goes as 
planned, the first phase of the Ring 
Road expansion plan, which includes 
road widening, bridge improvement 
and building of an underpass at 
Kalanki, will take off soon. The survey 
work began in April to widen the 2 km 
Koteshwor-Kalanki  section as a model 
for other road expansions. under the 
first phase of the project,  9 km of the 
road between Koteshwor and Kalanki 
will be upgraded.  The upgradation 

plan includes development of the 
Koteshwor-Kalanki section to eight 
lanes with a four lane main road, two 
way service lanes, two way bicycle track 
and two way pedestrian paths. The 
first phase is expected to be complete 
within 40 months.60

Fast track bid deadline extended: 
The date for submitting bids for the 
76 km fast track highway project 
has been postponed to June 21,61  at 
the request of the shortlisted Indian 
firms (Reliance Infrastructure, Infra-
structure leasing & Financial services 
and larson & turbo). This is the 
second extension since February. 

Kathmandu-Kulekhani -Hetauda 
tunnel Road: Nepal Purbadhar Bikas 
Company acquired the final permission 
from the Ministry of Physical Planning 
and transport to construct the 58 km 
highway at a cost of NPR 34.5 billion 
(usD 393,521). The project, expected 
to be complete by 2016, is aimed at 
reducing the travel distance and fuel 
consumption. The project is being 
executed under the “Private, Public 
and People Partnership Model” based 
on the Private Financing in Build and 
operation of Infrastructure Act 2006. 
under this model, the highway will be 
handed over to the government after 30 
years of operation.62

Trade Route Improvement Project: In 
2010, the Government had decided to 
widen four major trade routes namely, 
surya Binayak-Dhulikhel, Belhiya-
Butwal, Rani-Itahari and Birgunj-Path-
alaiya sections, to boost trade with India 
and China. However, since the work 
has not moved ahead as anticipated, the 
Department of Roads has demanded 
NPR 1 billion (usD 11.4 million) 
in the upcoming  budget to speed up 
the widening work. The government, 

during the current fiscal year, provided 
NPR 310 million (usD 3.5 million) to 
the project. The World Bank  and Japan 
International Cooperation Agency 
have expressed  interest in the Birgunj-
Pathlaiya and suryabinayak-Dhulikhel 
sections respectively.63

Upper Tamakoshi hydropower project: 
The upper tamakoshi 456 MW 
hydropower project is expected to 
complete by April 2015. Currently, 
46% of the construction works of the 
project has been completed.65 

 MANUFACTURING AND TRADE 

the first nine months of fiscal year (Fy) 
2012-13 has been disappointing  for the 
Nepali manufacturing and trade sector as 
the total exports increased by just 3.5%, 
compared to the same period last year, 
with Nepal’s major exportable products like 
pashmina, woolen carpets and readymade 
garments witnessing a plunge in the third 
quarter of the current Fy. the trade deficit 
also continued to widen further as imports 
increased by 20.3% during the same period. 
the continuous decrease in exports in the last 
2 quarters of Fy 2012-13 can be attributed to 
the lack of government support for branding 
and promotion of Nepali products in the 
international market, labor shortages and 
increasing production costs, ongoing energy 
crisis, and unfavorable foreign investment 
atmosphere in the country.

Balance of Payment record surplus: 
During the first nine months of the fiscal 
year 2012-13, the country’s Balance of 
Payments (BoP) recorded a surplus 
of NPR 30.77 billion (usD 350.97 
million) compared to a surplus of NPR 
92.55  billion (usD 1055.66 million) 
during the same period the previous 
year. The workers’ remittances inflow 



18 | dOckiNg NEPal’s EcONOmic aNalysis 

Macroeconomic Overview

into the country recorded a growth of 
21.91%, with the figure rising to NPR 
302.58 billion (usD 3451.35 million) 
from that of NPR 248.18 billion (usD 
2830.84 million) the previous year. 

The current account posted a surplus 
of NPR 22.23 billion (usD 253.56 
million) in the review period as against 
a surplus of NPR 41.95 billion (usD 
478.49 million) in the same period the 
previous year. The decline in surplus in 
the current account was largely due to a 
substantial rise in the imports of services 
as well as the slow growth of workers’ 
remittances in the review period.66 

Exports of country’s major exportable 
items decline: The 3rd quarter ending 
of the fiscal year 2012-13 witnessed a 
huge decline in the exports of country’s 
major exportable items, i.e. woolen 
carpets, pashmina and readymade 
garments (see Figure 6). During 
the review period, Nepal exported 
pashmina products worth NPR 
122.38 crores (usD 13.96 million) 
as against NPR 238.26 crores (usD 
27.18 million) last year, a decrease of 
48.6%. likewise, exports of readymade 
garments also took a plunge to NPR 
238.81 crores (usD 27.24 million) 
from NPR 362.08 crores (usD 41.30 
million), a decrease of 34%.  similarly, 
the exports of woolen carpets too wit-
nessed a downfall in the review period, 
as the country was able to exports 
goods worth NPR 437.30 crores (usD 
49.88 million) as against NPR 513.66 
crores (usD 58.59 million), marking a 
decline of 14.9%67.  

 Trade Deficit widens further: The trade 
deficit of the country, during the first 
nine months of fiscal year 2012-13, 
surged by a whopping 23.6% to NPR. 
351.67 billion (usD 4011.29 million) 
compared to an increase of 18.4% 

Figure 6: export comparison of country’s major export items (based on 6 months data)

source: “Exports of garment, carpets, pashmina decline in Q1”, the kathmandu Post, November 27, 2012.

table 2: Foreign trade indicators for the first nine months (in nPr millions)

 2010-11 2011-12 r 2012-13 P
Percent change

2011-12 2012-13

total eXPortS 47660.7 55242.2 57158.9 15.9 3.5

To India 31631.5 37437.4 37580.7 18.4 0.4

To Other Countries 16029.2 17804.8 19578.2 11.1 10.0

total imPortS 287968.0 339844.0 408830.1 18.0 20.3

From India 194444.8 219829.1 270221.3 13.1 22.9

From Other Countries 93523.2 120014.9 138608.8 28.3 15.5

total traDe Balance -240307.3 -284601.8 -351671.2 18.4 23.6

With India -162813.3 -182391.7 -232640.6 12.0 27.6

With Other Countries -77494.0 -102210.1 -119030.6 31.9 16.5

total ForeiGn traDe 335628.7 395086.2 465988.9 17.7 17.9

With India 226076.3 257266.5 307802.0 13.8 19.6

With Other Countries 109552.4 137819.7 158187.0 25.8 14.8

*based on customs data R=Revised / P= Provisional
Source: NRB Report - Recent Macroeconomic situation (9 months) 2069/70
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during the same period last year (see 
Table 2 for Foreign Trade Indicators). 
During the review period, the total 
export figures were NPR. 57.15 billion 
(usD 651.87 million) whereas the 
total imports stood at NPR. 408.83 
billion (usD 4663.28 million).

Imports from India increased from 
NPR 219.82 billion (usD 2507.35 
million) to NPR 270.22 billion (usD 
3082.24 million), an increase of 22.9%, 
whereas the total imports from other 
countries increased from NPR 120.01 
billion (usD 1368.88 million) to NPR 
138.60 billion (usD 1580.92 million), 
recording an increase of 15.5%. 

A significant increase in demand for 
plastic utensils, raw cotton, baby 
food and milk products, and cement 
boosted the import figures from India. 
likewise, imports from other countries 
increased primarily due to increase in 
imports of dry cell batteries, buttons, 
readymade garments, cardamoms, and 
shoes and sandals.68  

Handicraft exporters identify new 
markets: The Federation of Hand-
icraft Associations of Nepal (FHAN) 
is planning to identify new markets 
in east europe, Africa, Mexico and 
Brazil for export of handicrafts from 
Nepal. Western europe has been 
Nepal’s traditional destinations for 
exports of handicrafts; however, due 
to recent economic slowdown in the 
existing markets, FHAN is planning 
to extend to new markets. similarly, 
FHAN has also urged trade and 
export Promotion Centre (tePC) 
for a financial assistance of NPR 7.5 
million (usD 86,500) to study the 
market potential of new markets and 
organize handicraft fairs in the new 
identified destinations. likewise, the 
sAARC secretariat has also shown 
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positive interest in assistance of devel-
opment of required infrastructure 
for a development centre within the 
premises of Department of Cottage 
and small industries, tripureshwor, 
and will provide NPR 200 million 
(usD 2.31 million) to develop the 
handicraft design centre.69  

Nepal to sign trade agreement with 
Turkey: The Government of Nepal 
(GoN) has initiated process to sign a 
bilateral trade agreement with turkey. 
The turkish Government expressed 
its interest to partner and work with 
Nepal and had forwarded a proposal 
and a draft agreement, which seeks 
to establish trade, investment and 
economic relationship between the two 
countries. International Monetary Fund 
(IMF) has recognized turkey as one of 
the emerging economies and one of the 
world’s newly industralized countries. 
turkey being the world’s leading pro-
ducers of agricultural products, textiles, 
motor vehicles, ships and other trans-
portation equipment, construction 
materials, consumer electronics and 
home appliances, among others, would 
help both the countries in trade and 
promotion of each other’s products.

The turkish Government has also 
proposed to the GoN to establish 
Nepal-turkey Joint economic 
Commission to explore trade and 
investment-related opportunities and 
to identify and resolve challenges 
between the two countries. they have 
also committed to promote Nepal’s 
trade and strengthen Nepal’s private 
sector capacity in its proposed draft. 
till date, the Government of Nepal 
has signed bilateral agreements with 
17 countries, including India, the 
usA, China, Bangladesh, Czecho-
slovakia, england and Poland, 
among others.70 

Exports to Afghanistan witness a 
surge: Nepal’s export to Afghanistan rose 
a whopping 895% during the first nine 
months of fiscal year 2012-13. Nepal 
exported goods worth NPR 462.07 
million (usD 5.33 million) in the first 
nine months, a whopping increase 
compared to NPR 46.2 million (usD 
0.53 million) made from exports to 
Afghanistan during the same period last 
year. similarly, exports to turkey and 
China surged immensely by 188.2% 
and 175% respectively while shipments 
to traditional exports destinations of the 
Canada, usA and Germany dropped by 
28.8%, 9.2% and 16.3%.

The country’s major exports in the first 
nine months have been ginger, meat 
and edible meat products, tubes, pipes 
and hollow profiles of iron and steel, 
tea, lentils and Nepali handicrafts.71 

 REAl ESTATE 

Real Estate shows sign of recovery 
outside the capital: During the first 
six months of the current fiscal year 
2012-13, registration of real estate 
properties increased by 8.7% in 
Kathmandu, Biratnagar, Janakpur, 
Birgunj, Pokhara, siddharthanagar, 
Nepalgunj and Dhangadi. Nepalgunj 
recorded the highest property regis-
tration growth of 18.6%, followed by 
Biratnagar, Pokhara, and Birgunj which 
registered a growth of 17%, 14.2% 
and 6.5% respectively. Kathmandu 
recorded the lowest growth of 4.8%.72

Automation of building permits: A 
pilot phase automation program has 
been initiated by the Kathmandu Met-
ropolitan City (KMC) and lalitpur 
sub-Metropolitan City (lsMC) to 
introduce “Automated Building Plan 



20 | dOckiNg NEPal’s EcONOmic aNalysis 

Macroeconomic Overview

Approval and Monitoring system” 
(ABPMs). The ABPMs program is 
being financed by Comprehensive 
Disaster Risk Management Programme 
(CDRMP) under the united Nations 
Development Programme (uNDP).73

Safer building guidelines: In view of 
the unsafe buildings that have been 
built without adhering  to the national  
building code, the Department of 
urban Development and Building Con-
struction (DuDBC) has prepared a draft 
guidelines on retrofitting  in collaboration 
with CDRMP, MRB & Associates, and 
Center of Resilient Development.74

Housing for government officials:  Fol-
lowing the government’s announcement 
of its plan to spend NPR 450 million75 

(usD 5.1 million) in purchase of 25 
houses and 25 apartments, 10 property 
developers have filed expression of 
Interest (eoI) applications at the 
Ministry of urban Development to sell 
houses and apartments for VVIPs, VIPs 
and high ranking government officials.  
Former presidents, vice presidents, 
prime ministers, judges and members 
of constitutional bodies appointed 
after April 2007 would be eligible for 
such facility.

 REMITTANCE 

remittance inflows to Nepal reached NPr 
302.6 billion (usd 3.45 billion) in the first 
nine months of the fiscal year 2012-13, reg-
istering an increase of 21.9% as against an 
increase of 36.5% during the same period of 
last fiscal year. in us dollar terms, remittance 
inflow went up by 10.7% to usd 3.47 billion 
(NPr 304.2 billion) compared to an increase 
of 25.1% in same period of the previous 
year76 (see Figure 7). On a monthly basis, 
remittance inflows increased by 13.7% in 

march/april compared to the value of the 
previous month of this fiscal year. 

Migrant workers growth more than 
remittance growth: The number of 
migrant workers leaving the country 
for foreign employment has reached 
588,087 in the first 10 month of Fy 
2012-13. While for the month of 
April, remittance figures increased by 
14%, the number of migrant workers, 
on the other hand, increased by 15% 
(see Figure 8).

Delay in endorsing directives to 
regulate foreign employment sector: 
Delay in endorsing four major 
directives that are aimed at regulating 
the foreign employment sector has 
led to migrant workers receiving the 
brunt of the setback. The Department 
of Foreign employment was set to 
endorse drafts concerning the standard 
operating Procedures (soP), Agency 
Agreement, labor Agreement and 
a new guideline on license after the 
Department of Foreign employment 
had forwarded these drafts to the 
Ministry a year ago. The drafts were 
aimed at providing a legal ground 

for better and effective coordination 
among stakeholders to reduce workers’ 
obligation to visit several offices to do 
a single work. Government officials 
have recognized the importance of the 
directives in regulating the sector, but 
stated that involvement of multi-stake-
holders has delayed the overall process. 
Representatives of Mole also assured 
that the soP would come into effect 
very soon.77

Personal consumption fuelled by 
remittance: Increased remittance 
inflows are only fuelling consumption, 
especially imports, as per a study 
named ‘Assessment of Remittance 
Policies and Program in Nepal’ con-
ducted by the International Migrants 
Remittances observatory. The study 
stated that while in the short run, 
remittance inflow led to increased 
investment, imports and income, the 
long run impact was higher amounts 
of consumption. It further stated 
that an increment in remittance by 
NPR 1 million (usD 11,400) leads 
to additional consumption of NPR 
300,000 (usD 3,421) and additional 
investment of NPR 710,000 (usD 

Figure 7: monthly inflow of worker’s remittance for first 9 months of Fy 2012-13

 
Source: current macroeconomic situation of Nepal series, Nepal rastra Bank
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8,098).78 During the dissemination 
of the findings of the report, yubaraj 
Khatiwada, governor of Nepal Rastra 
Bank, mentioned that income from 
remittance, which is mostly spent on 
short-term consumption, needs to be 
invested in human capital development 
such as education which will reap more 
benefit later on.

Remittance fuelled consumption 
widens trade deficit: The total trade 
deficit during the first nine months 
of Fy 2012-13 surged by 23.6% to 
NPR 351.67 billion (usD 4 billion) 
compared to an increase of 18.4% 
during the same period of the previous 
year.79 The positive correlation shows 
that both trade deficit and remittance 
income are moving in near perfect 
sync. Remittance has increased the 
income of households which is mostly 
spent in consumption‚ increasing the 
demand for commodities. However, 
since Nepal’s manufacturing capacity 
is limited‚ demand for imported goods 
has soared without actually boosting 
the national productivity. As per the 

Central Bureau of statistics‚ only 4% 
of the remittance is used in capital for-
mation‚ which needs to be increased to 
strengthen the economy.

Remittance to increase on account 
on increased salaries: As a result of 
the hike in salaries in Gulf countries, 
namely,  Qatar‚ saudi Arabia‚ the 
united Arab emirates (uAe) and 
Kuwait, remittance inflows for Fy 
2012-13 are projected to increase 
by NPR 35.9 billion (usD 409.4 
million) from last fiscal year. the 
Ministry of labor and employment 
hiked the minimum wages for these 
countries between october 2012 and 
February 2013 (see Table 3 for New 
Minimum Wage for Gulf Countries). 
Gulf countries have always been the 
top destination for Nepali migrant 
workers which will positively impact 
remittance inflows. However, 
manpower agencies have refuted the 
projections stating that only 20% 
to 50% of the demand for migrant 
workers is being met by the new wage 
structure.80 

Figure 8 : monthly Breakdown of migrant workers Seeking Foreign employment in the first 
10 months of Fy 2012-13

Source: monthly Progress report for Preapproval details for magh 2069, department of Foreign Employment

  TElECOMMUNICATION AND  
  MEDIA 

unlike other sectors in Nepal, the telecom 
sector has recorded an unprecedented 
growth. the teledensity increased from 
28.5%81  in april 2010 to 75.46%82 in 
april 2013. in November 2010, the sector 
crossed the 10 million subscriber83  mark. 
today, the number of subscribers stand at 
19.99 million.2 

the total number of subscribers for fixed 
line users during april 2013 stood at 
833,3702, a nominal growth of 0.88% in 
the last three years (april 2010). similarly, 
the total number of mobile subscribers 
during april 2010 stood at 6.82 million 
which increased to 17.74 million in april 
2013, recording a growth of 160%. 

Nepal telecom (Nt) added a net 3.53 
million mobile subscribers, including 
cdma users, in the last three years’ time 
while fellow gsm provider Ncell added 
the single largest net gain of 7.37 million2 
mobile users during the same period, i.e. 
april 2010 to april 2013. currently, Nepal 
telecom and Ncell market share stands at 
44% and 49% respectively (see Figure 10 
for market share of all telecom operators).

the data/internet services penetration rate 
has increased from a mere 3% in april 2010 

table 3: new minimum wage for Gulf countries 

Country New Minimum Wage

Amount in NPR Amount in UsD

Qatar 28‚934 330

saudi Arabia 26‚290 300

UAe 23‚409 267

Kuwait 18‚447 210
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to 25% in april 20132. Figure 9 shows the 
growth trend of telephone and data service 
penetration.

Chaudhary Group purchases 80% 
stake in STM Telecom: As per the share 
purchase agreement, the business house 
purchased 8,000 shares worth usD 1.5 
million (NPR  131.5 million) under the 
CG telecom brand.  AR Investments 
owns the remaining 20% stake. stM 
telecom is the country’s first rural 
telecom service operator which operates 
under the Gramintel brand.  Gramintel 
provides telecom services to 5,3632 
subscribers across 628 village devel-
opment committees (VDC) in 52 dis-
tricts.84 The group plans to make initial 
investment of NPR 2 billion (usD 
22.8 million) in stM. 

Unified Telecom license:  the gov-
ernment’s decision to issue unified 

license to united telecom limited 
(utl) and smart telecom, which 
was expected to pave way for more 
GsM mobile services, has hit a 
brake. the supreme Court, in April, 
passed a stay order on the issue of 
license to these two companies for 
the operation of multiple services 
under a single permission (unified 
telecom license). the stay order was 
in response to two writs that con-
tested the legitimacy of the current 
Nepal telecommunication Authority 
Board (NtA) that was formed in 
the absence of NtA chairman. the 
supreme Court had, a day earlier, 
issued an interim order to halt the 
implementation of the spectrum 
policy “Radio Frequency Distri-
bution and Pricing Policy 2012”. 
the policy has a provision to assign 
frequency for telecom companies 
acquiring the unified license.85 

Quality test of telecom services: Con-
cerned by the deteriorating quality of 
wireless telecom service provided by 
the telecom companies, the Nepal tele-
communications Authority (NtA) has 
invited expression of Interest (eoI) 
from interested consulting firms to 
conduct quality test of these services 
in the country. The Quality of service 
survey will examine the services of 
Nepal telecom, Ncell and united 
telecom in 11 districts of Nepal.86

 TOURISM 

the government’s failure to address the 
problems faced by the adventure tourism 
segment, coupled with the use of inappro-
priate and traditional methods of marketing 
strategies, resulted in the country witnessing 
a drop of 3.2% in the arrivals of tourists to 

Figure 9: Growth trend of voicetelephone and Data Service Penetration

Source: Nepal telecommunications authority “mis report dated February 2013”
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Nepal by air during march to may 2013, as 
compared to the same period last year. a 
total of 160,717 tourists visited Nepal during 
the review period, with visitors from india, 
china, uk and the usa accounting for the 
highest volume of inflow into the country 
(see Table 4). 

Tourist arrivals see a dip: During 
March to May, a total of 160,717 
tourists visited the country by air, a 
decrease of 3.2% as compared to the 
same period last year. Though Indian 
and Chinese tourists accounted for 
the highest share in terms of volume, 
there was a dip in arrivals from India 
by 29.76%. Also, Polish tourist arrivals 
witnessed a huge dip of 70% to 911 
arrivals. Arrivals from Malaysia saw 
a huge growth; an increase of 58% 
during the review period.87

Trekkers flow to Annapurna trekking 
route rise: The number of tourists 
trekking to the Annapurna Con-
servation Area (ACA) witnessed an 
exponential growth in 2013. During 
February and March, ACA wit-

nessed an inflow of 9,364 tourists as 
compared to 7,376 tourists during the 
same period last year, registering an 
increase of 27%. Annapurna trekking 
route is considered one of the world’s 
top 10 trekking routes and is the 
second famous route in Nepal after 
the everest region. 

Annapurna Conservation Area witnessed 
a total flow of 44,531 tourists in 2012 as 
compared to 39,054 tourists in 2011. The 
trekking route begins from Nayapul of 
Kaski district and ends at upper Mustang 
through Ghandruk, Chhomrung and 
Annapurna Base Camp.88

Tourist length of stay falls in 2012: As 
per the tourism statistics Report 2012, 
the average length of stay of tourists in 
2012 has slipped to 12.87 days from 
13.12 days in 2011. This has been 
attributed to a shift in the country’s 
tourism demand to mass tourism, 
especially due to higher arrivals from 
India and China.

Amongst all the tourists visiting Nepal, 
Indian tourists are the lowest in terms 
of length of stay in Nepal while China 
ranks third. Indian and Chinese 
tourists accounted for 30% of the total 
arrivals to Nepal in 2012. Visitors from 
these two neighboring countries are 

particularly concentrated in the urban 
areas like Kathmandu and Pokhara, 
and they spend less time in the country 
as compared to other tourists who are 
more focused on trekking.

As per the statistics of Ministry of 
Culture, tourism and Civil Aviation 
(MoCtCA), 48% of the total tourists 
visited Nepal for travel and holi-
daymaking, 14% for trekking and 
mountaineering—a segment which 
requires tourists to spend a long 
period in the country, and 13% for 
pilgrimage.89

TAAN to explore new trekking routes in 
Humla: trekking Agencies’ Association 
of Nepal (tAAN) is preparing to rec-
ommend new trekking trials along 
the Great Himalayan trial (GHt) in 
the Humla district. A 7 member team 
visited the region in April. The explo-
ration trip was organised by tAAN and 
supported by GHt Development Pro-
gramme under sNV Nepal. 

tAAN is set to design a new trekking 
itinerary for the Humla–Mugu region 
and develop a trekking map, along with 
a documentary, to promote the region.90  

National Tourism Plan in pipeline: 
The Government of Nepal is pre-

Figure 11: tourist arrivals by air (march to may, 2013)

 

Source: Nepal tourism Board

Figure 10:  market Share 
of telecom operators

 
Source: Nepal telecommunication authority
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paring to formulate a national tourism 
plan incorporating the tourism Policy 
2065, Vision 20, the country’s three-
year interim plan and related acts for 
sustainable and strategic development 
of the tourism industry. The Neth-
erlands Development organisation 
(sNV) Nepal is providing technical 
assistance in preparation of the 
strategic document. The master plan 
to be developed would include three 
major strategies to guide the country’s 
development in the tourism arena – 
development, promotion and mar-
keting .The government has earmarked 
to complete the tourism master plan by 
2014 and has planned to hire national 
and international experts in formu-
lation of the strategic document.91  

Turkish Airlines plans direct flights to 
Kathmandu: turkish Airlines, one of 
europe’s leading airlines, is expanding 
its fleet to the Nepali skies with 
its maiden flight from Istanbul to 
Kathmandu on september 1, 2013. 
The airlines plans to have four direct 
flights a week. Nepal and turkey had 
signed an Air service Agreement (AsA) 

in september 2010 to operate 14 flights 
per week between the two countries. 
Zenith travels has been appointed the 
general sales agent (GsA) in Nepal for 
all the sales and marketing activities 
from March 1.92 

Tourism sector accounted for 3.6% of 
total employment in 2012: The travel 
and tourism sector accounted for 3.6% 
(553,500 jobs) of the total employment 
in Nepal in 2012. The total employment 
includes employments in hotels, travel 
agencies, airlines and other passenger 
transportation services sector, res-
taurants and other leisure industries 
supported by the tourists.

As per the travel and tourism Impact 
2012 published by the World travel and 
tourism Council (WttC), the total 
employment generated by the travel 
and tourism sector is expected to rise 
by 7% by 2013 and further rise by 
3.4% per annum to reach 8,29,000 
jobs by 2023.93 

Marriott enters Nepal: Nepal Hospitality 
Group (NHG), a subsidiary of the Ms 

Group led by shiv Kumar Agarwal, has 
signed a management agreement with a 
subsidiary of Marriott International, a 
leading hotel chain based in Maryland, 
us, to open a four star hotel—Fairfield 
Inn—in Kathmandu. 

The proposed 10 storey hotel, currently 
under construction in Thamel, is spread 
across 13,700 sq. ft.  (0.30 acres). The 
Group has plans of commercially 
operating the hotel by the beginning of 
2016. With an investment of over NPR 
650 million (usD 7.41 million ), the 
hotel will have 108 rooms, an all-day 
dining restaurant with outdoor seating, 
a bar and a fitness center. Marriott 
International will look after the man-
agement of the hotel. The promoters 
of Ms Group hope to attract addi-
tional demand for tourism in Nepal by 
offering the branded, quality and con-
sistent hospitality excellence that the 
Fairfield by Marriott brand offers.

similarly, Ms Group is also planning 
to open a five star hotel in Naxal, 
Kathmandu, for which land has already 
been acquired.94  

table 4: total tourist arrivals by air, February 2013

country of nationality
may

% change
total ( Jan-may)

% change
% Share  ‘13

2012 2013 2012 2013 Jan - may

AsIA (sAARC) 21,876 20,103 -8.1% 84,074 66,251 -21.2% 27.5%

AsIA (OTHeR) 5,367 7,932 47.8% 49,966 59,096 18.3% 24.5%

eUROPe 7,518 7,267 -3.3% 66,520 61,976 -6.8% 25.7%

OCeANIA 1,158 1,384 19.5% 7,973 9,773 22.6% 4.1%

AMeRICAs 3,847 4,483 16.5% 21,739 23,670 8.9% 9.8%

OTHeRs 3,054 2,987 -2.2% 20,509 20,404 -0.5% 8.5%

Total 42,820 44,156 3.1% 250,781 241,170 -3.8% 100.0%

Source: Nepal tourism Board
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agriculture, the sector which contributes most to the country’s gdP 

(39%) and provides employment to 66% of the total population, 

recently witnessed a financing boost, thanks to the central bank’s 

directive to financial institutions to float a minimum of 10% of their 

total lending to the agriculture sector by fiscal year 2013-14. What 

also witnessed an increase was the import of chemical fertilizers—

Nepal imported chemical fertilizers worth NPr 11.47 billion (usd 126 

million) in the first 9 months of the current Fy 2013-2014—costing the 

country a huge amount of foreign currency in the process. 

meanwhile, to promote organic farming, the government has intro-

duced perks and subsidies, such as low interest rate on loans and 

50% subsidy on the purchase of equipment required for setting up 

of organic fertilizer production plants. the government has already 

applied to the European union for quality certification of Nepali 

honey and organic agriculture products in a bid to introduce Nepali 

agriculture products in the international market. yet, despite these 

measures, output of organic agriculture products failed to see an 

increase in the last quarter. With growing dependence on chemi-

cal fertilizers, and the government’s pending decision on a blanket 

ban on import of genetically modified crops, it remains to be seen if 

Nepal’s organic dreams will ever be realized.

the performance of the education sector in the last few months was 

dismal. the major factors contributing to this is political interference 

and nepotism in the functioning of the education system, widespread 

corruption, general disregard for the basic wellbeing of students, and 

a marked lack of commitment among the teachers. Quality educa-

tion and an ethical support system within this sector is the need of 

the hour. But these cannot be achieved unless strict monitoring and 

stringent measures are put into place to deter those flouting the rules.

shortages of fuel supply will continue in the next quarter mainly 

due to two reasons, the inability of NOc to pay iOc on time due 

to the heavy losses and due to dealers halting supply to meet their 

demands. though the existing laws do not allow strikes that affect 

distribution of petroleum products, the government has failed to 

effectively implement them. the losses of NOc cannot be mitigated 

since political parties do not allow NOc to adjust prices according to 

the international market. also, in the absence of competition, there 

is no such incentive for the state owned monopoly to cut costs, as a 

result of which losses of NOc will not be curbed anytime soon. On a 

positive note, the load shedding hours are expected to reduce with 

the onset of the monsoon season. However, without political stability 

and willingness from the government and NEa to take off new proj-

ects, the situation is not likely to improve.

meanwhile, despite the government of Nepal’s attempt at funneling 

foreign aid into high priority projects, dissemination is still fragmented. 

Fragmentation in aid has resulted in higher spending in administra-

tion and less in groundwork, resulting in increased management 

overheads, duplication, wastage of resources and project delays.

despite the government’s initiative to promote and identify new mar-

ket destinations for exports of Nepali products, the continuous fall 

in the export figures is something the government needs to ponder 

upon. trade experts have long been demanding that the government 

implement the trade sector-wide approach (sWaP) to enhance the 

effectiveness of Official development assistance (Oda) and aid for 

trade (aft). the trade sWaP is one of the major initiatives that the 

government needs to take to make Nepal trade integration strategy 

(Ntis) 2010 a success. likewise, exports of honey, instant noodles, 

handmade paper and paper products, and cardamom, which have 

been identified as exportable goods in the Ntis, have also not been 

able to generate much revenues, and export of the same have been 

witnessing a negative growth. 

Over the last four years, the housing sector has gone through pos-

sibly the hardiest times. the positive growth this sector has recorded 

in recent times can be attributed to Nepal rastra Bank’s directive to 

permit loans up to NPr 10 million (usd 114,064) under the home 

loan category. despite Nepal rastra Bank’s directive, the sector 

has recorded a slow growth due to people waiting for the prices to 

decrease to a more realistic figure. Besides, housing developers 

concentrate on developing homes that cater to the upper section of 

the society which is beyond the purchasing power of low and middle 

income population.

the introduction of automated Building Plan approval and monitoring 

system by kathmandu metropolitan city and lalitpur sub-metro-

politan city will not only simplify the process of acquiring building 

permits but also integrate safer building codes into the existing build-

ing approval system, make work more transparent, ensure up to date 

records of physical infrastructures, help generate urban data, record 

the physical changes in core areas, help in land use zoning, and 

facilitate in monitoring building by-laws and national building code.

 MacroeconoMic outlook
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during the first nine months of Fy 2012-13, the balance of payments 

recorded a surplus of NPr 30.7 billion (usd 350.1 million) compared 

to a surplus of rs. 92.55 billion (usd 1.1 billion) during the same 

period of the previous year. the decrease in surplus is largely due 

to a substantial increase in imports and slow growth of remittance 

in the review period. With an increase in remittance, and given the 

current scenario of dependence on imports, Nepal trade deficit will 

continue to rise in the next quarter. Nonetheless, a higher increase 

in remittance will help boost the surplus in the balance of payments. 

the government should place more importance on formalizing the 

foreign employment sector with a view to promoting formal channels, 

increasing and enhancing productive role of remittance, and ensur-

ing the security of migrants. 

in the telecommunication sector, the increase in teledensity and the 

penetration of internet services is a positive reflection of Nepal’s 

growth in this industry, its ability to provide services and access to 

information. However, there is need for other telecom operators to 

enter the gsm mobile segment so as to provide users an alterna-

tive to break away duopoly of Nepal telecom and Ncell. Further, 

increased number of telecom operators will usher competition 

between existing players to provide reduced tariff rates and better 

quality of facilities to its customers.  

though the country witnessed a drop in the tourists’ average 

length of stay from 13.12 days in 2011 to 12.87 days in 2012, there 

has been an increase in the total number of tourists. With the min-

istry of culture, tourism and civil aviation planning to develop 

a new trekking route connecting the four hills of the capital val-

ley—Phulchowki, shivapuri, champadevi and chandragiri—we 

can expect the next tourist season to see a better inflow of tourist. 

similarly, to attract more tourists to the area, the Pashupati area 

development trust has requested the government for over NPr. 

1 billion (usd 11.41 million) to improve upon the infrastructure in 

the surrounding areas. they plan to pool in 14 ropanis95 of the 

area surrounding the area and ban the entry of vehicles once the 

renovations are complete.

For the tourism sector to perform well, the government needs to 

urgently work on some major priority areas, including the promotion 

of adventure sports and the long awaited selection of the cEO of the 

Nepal tourism Board.
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TRENDS IN DEPOSIT, CREDIT 
AND lIQUIDITY

The deposit mobilization of BFIs at the 
end of the first nine months of the current 
Fy 2012-13 demonstrates slow deposit 
growth rate as compared with the same 
period of the previous fiscal year.

As per the report published by Nepal 
Rastra Bank (NRB), the deposit mobili-
zation of BFIs increased by 8.4%, i.e. NPR 
85.44 billion (usD 974.56 million), as 
compared to a growth of 13.5%—NPR 
110.73 billion (usD 1.26 billion)—during 
the same period last fiscal year. During 
the review period, deposit mobilization 
of commercial banks, development banks 
and finance companies increased by 7.5%, 
10.9% and 7.3% respectively as compared 
to a growth of 15.8%, 10.8% and 1.6% 
respectively during the same period last 
fiscal year. The deposit mobilization of 
commercial banks decreased substantially 
during the review period while the finance 
companies enjoyed positive response from 
depositors largely due to low interest rate 
offered by BFIs in deposits.

The net liquidity of commercial banks 
stood at 30.18% at the end of third quarter 
which is 10.18% higher than the required 
level, i.e. 20%, thus easing the credit flow 
during the review period. The banking 
credit grew by 14.9%—NPR 143.94 
billion (usD 1.64 billion)—as compared 
to a growth of 10.1%—NPR 86.49 billion 
(usD 986.54 million)—during the same 

Bank and Financial Institutions continue to showcase 
strong performance amidst gloomy economic 
performance and bleak political outlook.

Financial MarketsR EV i Ew

period in the previous fiscal year. Amongst 
the BFIs, commercial banks saw the highest 
growth of credit mobilization by 14.3%, 
followed by 10.8% in development banks 
and 8.1% in finance companies.

similarly, the Central Bank mopped up 
net liquidity equivalent to NPR 8.5 billion 
(usD 96.95 million) via open market 
operations during the review period, while 
it injected net liquidity of NPR 180.69 
billion (usD 2.06 billion) through the 
net purchase of usD from the foreign 
exchange market (commercial banks). Also, 
during the review period, the central bank 
purchased Indian Currency (IC) equivalent 
to NPR 198.27 billion (usD 2.26 billion) 
by selling usD 2.28 billion (NPR 199.88 
billion) in the Indian money market.

MERGER DRIVE 

After NRB introduced the Merger 
Bylaws in May 2011 with the objective 
to develop, expand and maintain sta-
bility in the financial system, the Nepali 
banking system has witnessed substantial 
number of mergers. till date, there have 
been 16 mergers in the banking sector 
wherein 13 mergers have occurred after 
the introduction of the merger bylaws. 
similarly, two commercial banks have 

already received final approval from 
NRB for merger and 26 other BFIs have 
received letter of Intent (loI) from 
NRB for merger. likewise, number of 
BFIs are currently engaged in merger 
exercise to formally begin merger process 
with NRB’ consent.

In the current merger drive, two large 
scale ‘A’ class commercial banks—Nepal 
Industrial and Commercial (NIC) Bank 
and Bank of Asia Nepal—have also come 
together for merger and have already 
received final merger approval from NRB. 
The merger between these two banks has 
send positive message across the banking 
industry about merger. likewise, Global 
IMe bank which is the outcome of merger 
between Global bank, IMe financial insti-
tution and lord Buddha finance has been 
the most active institution towards merger 
as Global IMe bank has further signed 
agreements with social Development Bank 
and Gulmi Development Bank for merger.

During the period where existence of large 
number of BFIs in a relatively smaller 
market is being questioned, merger has 
emerged as a primary solution for mini-
mizing the numbers. since mergers 
provide opportunities for both consoli-
dation and growth, there has been a sig-
nificant increment and enthusiasm for 
merger between BFIs. one of the primary 
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reasons for merger between BFIs has been 
the capital requirement stipulated by the 
central bank, as BFIs need to increase 
their capital base by the end of the current 
Fy. Hence, most of BFI have opted for 
merger as the best solution since they 
are left with no other options. Besides 
capital requirement, the other common 
reasons for merger are financial strength 
and growth, economies of scale, merger 
incentives, provision for forceful merger 
and common shareholders.

FINANCIAl STABIlITY  
REPORT 2012

NRB has recently published the Financial 
stability Report 2012; this is the first 
time that the central bank has published 
a report of such nature and the assessment 
is based on the data as of mid-July 2012. 
As per NRB, the report outlines NRB’s 
assessment of risks and threats that could 
jeopardize financial stability in the country 
and the capacity of the system to withstand 
potential shocks. It also reports the regu-
latory and supervisory developments, 
including the measures undertaken by the 
central bank to ensure financial stability. 
The report aims to promote greater under-
standing among various stakeholders of 
the financial system on issues affecting 
financial stability.

According to the report, the stress tests 
(a risk management tool used to evaluate 
the potential impact on a bank of a 
specific event and/or movement in a set of 
financial variables) results of commercial 
banks as of mid-July 2012 on credit, 
liquidity and market shocks reveal banks’ 
ability to withstand high shocks. 

• Credit Shock: Among the 32 existing 
commercial banks, a standard credit 
shock would push capital below the 
regulatory minimum in 22 banks, and 
2 commercial banks would be under-
capitalized. standard credit shock has 

table 5: list of BFis currently under merger process

name of merging BFis Status

1 Premier Finance and Imperial Finance LOI

2 Hama Merchant & Finance and NDeP Development Bank LOI

3 Public Development Bank and siddhartha Development 
Bank LOI

4 Mankamana Development Bank, Infrastructure Development 
Bank, Yeti Finance, and Valley Finance LOI

5 Five Regional Rural Development Banks LOI

6 Prabhu Finance, Baibhava Finance and samabriddhi 
Development Bank LOI

7 Araniko Development Bank and surya Development Bank LOI

8 Central Finance and Patan Finance LOI

9 Diyalo Bikas Bank and Professional Bikas Bank LOI

10 Bageshowri Development Bank and shangrila Development 
Bank LOI

11 Royal Merchant Banking and Finance, Rara Development 
Bank and Api Finance MOU

12 Vibor Bikas Bank and Kist Bank MOU

13 Biratlaxmi Development Bank and Khandbari Development 
Bank MOU

14 Arun Finance, Progressive Finance and Lalitpur Finance MOU

15 Global IMe Bank and social Development Bank MOU

16 Global IMe Bank and Gulmi Development Bank MOU

17 NMB Bank and Clean energy Development Bank MOU

18 sagarmatha Merchant and Finance and Reliance Finance MOU

19 Khadbari Bikas Bank and Birat Laxmi Finance MOU

20 Kathmandu Finance and Civil Merchant Finance
Merger 
Process 
Cancelled

Note: mOu-memorandum of understanding reached between merging entities to start merger process, lOi-letter of intent 
received from NrB to begin formal merger process.



table 6: list of merged BFis till date

 name of merging BFis new entity merger 
year

1 Laxmi Bank and Hisef Finance Laxmi Bank FY 04/05

2 Nepal Bangladesh Bank and NB 
Finance Nepal Bangladesh Bank NA

3 Narayani Finance and National Finance Naryani National 
Finance FY 09/10

4 Himchuli Development Bank and 
Birgunj Finance H&B Development Bank FY 10/11

5 Nepal sri Lanka Merchant Banking & 
Finance and Nepal Bangladesh Bank Nepal Bangladesh Bank FY 10/11

6 Kasthamandap Development Bank and 
shikhar Finance 

Kasthamandap 
Development Bank FY 11/12

7 Business Development Bank and 
Universal Finance 

Business Universal 
Development Bank FY 11/12

8 Global Bank, IMe Financial Institution 
and Lord Buddha Finance Global IMe Bank FY 11/12

9 Pashupati Development Bank and 
Uhdyam Bikas Bank Axis Development Bank FY 11/12

10 Machhapuchchhre Bank and standard 
Finance 

Machhapuchchhre 
Bank FY 11/12

11 Annapurna Development Bank and 
suryadarshan Finance

supreme Development 
Bank FY 11/12

12 Infrastructure Development Bank and 
swastik Merchant Finance

Infrastructure 
Development Bank FY 11/12

13 Prudential Finance and Gorkha 
Finance Prudential Finance FY 12/13

14 Alipic everest Finance, Butwal Finance 
and CMB Finance synergy Finance FY 12/13

15 Vibor Bikas Bank and Bhajuratna 
Finance Vibor Bikash Bank FY 12/13

16 Resunga Bikash Bank and shine 
Development Bank

shine Resunga Bikash 
Bank FY 12/13

17 NIC Bank and Bank of Asia Nepal* NIC Asia Bank  Pending

Note: *Final merger approval from NrB has been received

been defined as 15% of performing 
loans deteriorating to substandard, 15% 
of substandard loans deteriorating to 
doubtful, and 25% of doubtful loans 
deteriorating to loss and 5% of per-
forming loan deteriorating to loss.

• Liquidity Shock: sustained deposit 
withdrawals over five consecutive days 
would render 5 banks illiquid, and 
liquidity ratios of 17 banks would fall 
below 20% in the event of sudden large 
withdrawals by institutional depositors. 
standard withdrawal shock is the with-
drawal of customer deposits by 2% and 
5% in the first two days and 10% each 
in the following three consecutive days.

• Market Shock: All the commercial 
banks’ (excluding two state owned 
banks) Capital Adequacy Ratio (CAR) 
was above the regulatory requirement 
when calibrate through interest rate, 
exchange rate and equity price shocks.

COMMERCIAl BANKS’  
THIRD QUARTER 
PERFORMANCE ANAlYSIS

Commercial banks continued to exhibit 
strong performance at the end of the 
third quarter of the current Fy. As per the 
published unaudited data for the third 
quarter of the current Fy, of the 32 banks, 
29 banks saw their net profit increase 
while 31 banks saw their operating profit 
increase as compared to the same quarter 
in the previous fiscal year. During the 
period, the operating profit margin of 
commercial banks rose by a staggering 
71.51%, whereas the net profit margin 
grew by 45.2%. 

The commercial banks deposit grew 
merely by 2.8% while its credit grew 
by 5.1% during the third quarter of the 
current Fy. Commercial banks continued 
to decrease their cost of fund, the average 
cost of fund of commercial banks stood 
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the banking system experienced some 

liquidity tightening during the review period 

largely due to sluggish capital expenditure 

of the government. However, the current 

situation may be short-lived as government 

spending is expected to be expedited dur-

ing the last quarter of the fiscal year.

the initiation taken by NrB to produce 

Financial stability report is a welcome 

step. if assessed strategically, the report 

up to some extent can be expected to aid 

country’s central bank to take proactive 

measures to prevent and counter problems 

in time, contrary to being reactive or just 

taking corrective measures after a prob-

lem originates. as per the report, given 

the amount and nature of exposure, com-

mercial banks are relatively less vulnerable 

to market shock. While the resilience of 

the commercial banks to credit and mar-

ket shocks have increased over time, the 

liquidity scenario analysis shows some 

potential risk.

the participation of BFis for merger has 

been overwhelming. since merger is a 

relatively new phenomenon, it’s too early 

to judge the outcome of merger; however, 

the initiative taken by NrB should be 

lauded.  Having said that the role of NrB 

has also further increased. NrB should be 

vigilant to monitor BFis which have merged 

or are in the process to merge to ensure 

they are able to achieve desired synergy 

and results; otherwise such mergers may 

create even bigger problems in the future.  

moreover, NrB should create a favor-

able environment via corrective measures 

and policies in place wherein BFis opt for 

merger not out of compulsion but volun-

tarily to achieve synergy as it is a proper 

and sustainable model.

during the review period, two more finan-

cial institutions, namely general Finance 

and World merchant Banking and Finance, 

have been declared problematic by NrB.  

With their addition, the total number of 

problematic BFis have reached 9 and 2 

BFis are already under liquidation process. 

the problem illustrates that few of the BFis 

are still vulnerable and depositor’s money 

is at high risk which may further dampen 

the confidence of depositors towards finan-

cial institutions and therefore poses some 

risk to the overall financial stability. there-

fore, NrB in the days ahead need to further 

strengthen its supervision and monitoring 

capacity to ensure such developments 

are curved effectively without hampering 

depositors.

On a positive note, Nepal is unlikely to be 

blacklisted by the Financial action task 

Force (FatF), a global anti-money launder-

ing body, as the president has endorsed 

the second amendment to the anti-money 

laundering act 2008 and the Proceeds of 

criminal Bill. Nepal is currently listed as 

improving global aml/cFt compliance 

Ongoing Process, also recognized as the 

grey list. However, with this endorsement, 

Nepal’s status may change in the upcom-

ing FatF meeting in June 2013.

 outlook

inSurance merGer 

Directive 2013
keeping pace with the banking industry, 

insurance Board (iB)—the regulatory 

body of insurance sector in Nepal—has 

also recently introduced merger directive 

2013 to encourage both life and non-life 

insurance companies to opt for merger to 

strengthen their risk absorption capacity 

and stabilize overall insurance sector.

as the deadline for meeting the capi-

tal requirement stipulated by the iB is 

approaching, i.e. mid-april 2013, the insur-

ance companies are left with no option 

besides merger. the life insurance com-

panies need to increase their capital to 

NPr 500 million (usd 5.70 million) from 

existing NrP 250 million (usd 2.85 mil-

lion) while non-life insurance companies 

need to increase their capital to NPr 250 

million from existing NPr 100 million (usd 

1.14 million).

some of the key highlights of the merger 

directive are as follows:

•	 Forceful	merger	applicable	if	IB	deems	it	

necessary.

•	 Merged	entity	will	be	provided	one	year	

extension to meet the required paid-up 

capital in the event of failure to meet the 

deadline.

•	 One	 year	 cushion	 will	 be	 provided	 to	

merged entity to bring the investments 

in fixed areas within specified ratio.

•	 Up	 to	 two	 years	 extension	will	 be	 pro-

vided to bring down the share of any 

individual, group or company to below 

15% if it exceeds the specified level 

post-merger.

meanwhile, the merger process of two 

non-life insurance companies, Neco insur-

ance and Premier insurance has started. 

if successful, it will be the first merger in 

the history of Nepali insurance sector.

at 6.06%, which was at 8.30% during 
the same period last year. similarly, the 
average base rate of commercial bank 
stood at 9.57% which was 9.43% at the 
end of second quarter of the current Fy, 
and the average difference between base 

rate and cost of fund stood at 3.57% at 
the end of third quarter. likewise, the 
average Non-Performing loans (NPl) of 
commercial banks remained on the lower 
side at 2.63%, which was at 3.01% during 
the same period of the previous Fy.
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The Nepal Stock Exchange (NEPSE) Index (+26.8%) 

continued with its upward momentum at the end of the 

first eleven months of FY 2012-13. The Index gained 

valuable 104.62 points to reach 494.34 points during the 

review period. 

Capital MarketsR EV i Ew

 MARKET PERFORMANCE 

the performance of Nepal stock 
exchange (NePse) Index (+26.8%), 
the sole secondary market of the 
country, so far has been encouraging. 
the market has continued with its 
upward momentum at the end of the 
first eleven months of Fy 2012-13, 
gaining 104.62 points to close at 
494.34 points and the market is 
likely to end the current fiscal year 
on a positive note.

As shown in Table 8, during the 
review period all the major sub-
indices were able to gain value except 
for the Finance sub-index (-4.9%). 
the insurance sector (+78.2%) 
was the highest gainer amongst 
the sub-indices as insurance com-
panies declared attractive bonus 
shares to its shareholders to meet 
the capital requirement stipulated 
by the Insurance Board. similarly, 
the hydropower sub-index (+51.1%) 
followed suit as the shares of 

table 8: Sector wise Performances of 
Sub-indices

Indicators July 15, 
2012

Jun 15, 
2013

% 
Change

NePse Index 389.72 494.34 26.8%

Commercial 
Bank Index

358.57 488.1 36.1%

Development 
Bank Index

245.43 253.83 3.4%

Hydropower 
Index

683.56 1032.95 51.1%

Finance Index 265.66 252.56 -4.9%

Insurance 
Index

497.86 886.97 78.2%

Others Index 590.98 616.82 4.4%

Hotels Index 489.04 659.82 34.92

Source: NEPsE

hydropower companies continued to 
be good buy for the general investors.

The commercial banking sub-index 
(+36.1%) continued to appreciate 
further due to better than expected 
third quarter financial results of most 
of the commercial banks. Amongst 
the remaining sub-indices, the devel-
opment banking sub-index (+3.4%) 
and the ‘others’ sub-index (+4.4%) 
were able to book marginal gains only.

 ONGOING DEVElOPMENTS 

Promoter Shares convertibility

seBoN has smoothened the process 
to convert additional 19% promoter 
shares of BFIs in to public shares. 
Now onwards, promoter shares can be 
converted in to ordinary public shares 
through secondary market trading 
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as well. earlier, seBoN allowed 
the conversion of promoter shares; 
however, the process was lengthy as 
offer documents had to be prepared 
along with quoted sales price as per 
seBoN’s security Registration and 
Issue Regulation. 

The central bank allows BFIs to increase 
the public shareholding structure up 
to 49% from existing 30%, and the 
additional 19% promoter shares can 
be converted only after the lock in 
period of five years and approval from 
the Annual General Meeting (AGM).

CREDIT RATING

ICRA Nepal, a subsidiary of ICRA 
limited India, which is the first credit 
rating agency licensed by seBoN, has 
started credit rating services. ICRA 
Nepal has commenced the service by 
rating debenture of Himalayan Bank 
limited, it has awarded ‘lA’ to the 

upcoming debenture of the bank worth 
NPR 750 million (usD 8.55 million). 
As per the rating company, instruments 
with ‘lA’ rating are considered to have 
adequate degree of safety regarding 
timely servicing of financial obli-
gations, and such instruments carry 
low credit risk.

Besides Himalayan Bank’s debenture, 
the company has rated three other 
upcoming issues so far. The company 
has rated ‘lA minus’ for the upcoming 
debenture of NIC Bank, rated ‘IPo 
Grade 2’ to the proposed right shares 
issue of life Insurance Corporation 
Nepal, and has rated ‘IPo Grade 4’ to 
the proposed IPo of Manaslu Bikas 
Bank.

As per the existing provision, com-
panies issuing primary shares (ordinary 
shares), bonds, debentures, right shares, 
preference shares, Further Public 
Issue (FPo) and  issuance of shares in 
premium exceeding NPR 30 million 
(usD 342.19 thousand ) in value will 

have to rate themselves by a credit rating 
agency. Credit Rating is expected to aid 
investors to make sound investment 
decision as credit rating agency provides 
ratings of the company based on com-
panies’ financial position, management 
and governance amongst others.

PRIMARY MARKET

The Initial Public offering (IPo) of 
Mega Bank has received mega response 
from the investors. Mega Bank’s public 
offering of NPR 699 million (usD 
7.97 million) was oversubscribed by 22 
times. The subscription rate of Mega 
indicates that investors are willing to 
invest in  BFIs primary shares provided 
sound financials, quality management 
and good corporate governance 
practices are in place. last fiscal year, 
IPo of few BFIs were undersub-
scribed amidst dwindling secondary 
market and low investors’ confidence; 
therefore, institutions willing to float 

Figure 12: nePSe index long term Performance



Review

NEFPOrt issuE 13 July 2013 |  35

docking nepal’s economic analysis 

the market has been hovering between 490 to 520 points for some time now which is also 

a long term support level. though the third quarterly results of listed companies, especially 

BFis, have been encouraging, it has failed to attract investors as they seem to be in a cautious 

and dubious mode and are in wait and see position. the news about smoother convertibility 

of promoter shares into public shares also deteriorated general investor’s mood up to some 

extent as they fear that the secondary market will be flooded by promoter shares, meaning it 

will increase supply of shares and bring the share prices down. an ideal situation would be 

to have no differentiation between promoter and public shares for greater market efficiency; 

moreover, the current changes will not have any immediate short term impact on the market 

besides some room for speculation as it’s the market which eventually decides the future 

course.

 outlook

primary shares were skeptical about 
the subscription. The encouraging 
participation of investors in primary 
offering of recent institutions such as 
Commerz and trust Bank and NlG 
Insurance among others indicates 
improving investor’s sentiment towards 
the primary offerings. By the end of 
the current fiscal year, primary offering 
of Manasalu Development Bank, 
Namaste Bittiya sanstha, Mission 
Development Bank, Century Com-
mercial Bank, Gaumukhi Bikas Bank 
and Rural Micro Finance Development 
Centre are expected to come up.

The primary market has also wit-
nessed issuance of debentures of key 
commercial banks. since debentures 
provide fixed rate of return during 
the holding period, it can be a good 
investment alternative for investors 
who wants steady return with minimal 
risk. The market, so far, has witness 
debenture issue of Bank of Kath-
mandu’s NPR 400 million (usD 4.56 
million) redeemable 8% debenture, 
siddhartha Bank NPR 500 million 
(usD 5.70 million) redeemable 8% 
debenture, and everest Bank NPR 
700 million (usD 7.98 million) 
redeemable 8% debenture. The com-
mercial banks are coming out with 
debentures as it will facilitate banks 
to meet capital adequacy requirement 
as stipulated by the central bank. 
The upcoming debentures issues are 
Himalayan Bank’s debenture worth 

NPR 750 million (usD 8.55 million) 
and NIC banks debenture worth NPR 
500 million (usD 5.70 million).

MUTUAl FUNDS

After the successful entry of siddhartha 
Mutual Fund Growth scheme 1 (NPR 
500 million-usD 5.70 million) offered 
by siddhartha Capital, a subsidiary of 
siddhartha Bank, and Nabil Balance 
Fund 1 (NPR 800 million-usD 9.12 
million) offered by Nabil Investment, 
a subsidiary of Nabil Bank limited, 
the Nepali capital market can expect 
to witness a few more mutual fund 
schemes in near future. 

Recently, Global IMe Bank and 
Nepal Investment Bank have also 
received permission from securitas 
Board of Nepal (seBoN) to operate 
mutual fund. likewise, NMB capital, 
a subsidiary of NMB Bank, and 
laxmi Capital, a subsidiary of laxmi 
Bank, are also planning to offer 
mutual fund schemes in the near 
future as these banks have already 
obtained license to operate mutual 
fund from seBoN. 

Meanwhile, seBoN has proposed 
exemption of capital gains tax on 
investments of up to NPR 50,000 (usD 
570) in mutual funds and expects the 
new provision to be endorsed through 
upcoming annual budget.
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as a not-for-profit organization under the beed (www.beed.com.np) eco-system, NEF has ben-

efited from extensive exposure, experience and network of beeds who contribute in the research 

and dialogue process. With sujeev shakya as chair, NEF benefits from the leadership of one the 

most respected economic analysts in Nepal, known for his bestseller unleashing Nepal - Past, 

Present and Future of the Economy (Penguin 2009). NEF has worked in partnership with many 

Nepali and international institutions in its quest to mainstream the discourse on the Nepali econ-

omy, which has not received the necessary space it deserves. 
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First, the Business Policy Research Center (BPRC), which engages in research, dialogue 

and dissemination relating to pertinent economic policy issues. through BPrc, NEF has been 
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nefsearch, a periodic research publication, conducting neftalk, a platform for policy discourse, 

and nefcast, an online dissemination platform. BPrc is in the process of starting nefsource a 
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second, through the Center for Public, Private and Community Partnerships (PPCP), the 
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existing models of public private partnerships. the concept stems from the need to integrate the 
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