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NEPAL FACTSHEET

GDP

Rank

USD 19.6 billion

109

GNI (Atlas)

Rank

USD 730

192

GNI (PPP)

Rank

USD 2,420

184

GDP growth (annual %) 5%

HDI

Rank

0.540

145

Gross Capital Formation
(%of GDP)

37%

Inflation, GDP Deflator 
(annual %)

8%

Agriculture, Value Added  
(% of GDP)

34%

Import of Goods and 
Services (% of GDP)

40%

Exports of Goods and 
Services (% of GDP)

12%

              All figures for 2014. Source:The World Bank Update July 1, 2015

KEY WORLD DEVELOPMENT INDICATORS



NEPAL experienced the worst earthquake in the last 80 years when 
a 7.8 magnitude earthquake jolted the nation on April 25, 2015. 
Although the epicenter of this Gorkha Earthquake was Barpak, a 

village in Gorkha, Nepal, its effects reached Bangladesh, China and India. 
The earthquake and its numerous aftershocks have left over 9000 people 
dead, destroyed villages, damaged heritage structures and left thousands 
homeless. The monetary value of the widespread destruction is estimated at 
USD 10 million, almost half of Nepal’s current Gross Domestic Product. 
The rebuilding of Nepal will be a long journey. In order to seek support from 
donor agencies to rebuild, in the Government’s words, “a resilient Nepal”, 
the Government has developed Post Disaster Needs Assessment (PDNA), 
a document that will form the basis for the discussions at the International 
Conference on Nepal’s Reconstruction, to be held on June 25, 2015, in 
Kathmandu. 

In spite of the magnitude of the earthquake, certain institutions and col-
lectives performed beyond expectations. The efforts of the spontaneous 
volunteer groups that came together to help with relief was encouraging. 
Police, army, medical professionals are among a few that were instrumental in 
the relief that was provided to those affected. Further, social media and crowd 
sourcing were used effectively to raise funds and match resources with relief 
delivery. For more positives from the earthquake, please refer to our video 
“Positives from the Nepal Earthquake 2015”. The video is an example of the 
knowledge bank on disaster management that Nepal Economic Forum has 
been developing in partnership with various individuals and organizations. 
Please visit our blog, neftake http://www.nepaleconomicforum.org/blog/neftake/
for more information on the earthquake, current situation and outlook for 
various sectors of the economy. 

With the release of this twenty first issue of nefport, we are happy to continue 
our goal to provide quarterly data and analysis on the Nepali economy. As 
usual, 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 
Chair  
Nepal Economic Forum

EDITORIAL
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“
POLITICAL OVERVIEW

A month after the earthquake that rattled the capital along with its 

surrounding districts, the major political parties sat down and signed an 

agreement on key matters involving federal states, forms of governance, and 

type of judicial and electoral system. This dramatic move sparked new found 

hope among the general public about the constitution, which has been long 

overdue since 2010.

Government response to Nepal Earthquake: 
On April 25, 7.8 magnitude earthquake struck 
Nepal, killing approximately 9,000 people. 
This earthquake, also known as the Gorkha 
earthquake, injured about 23,000, displaced 2.8 
million, and destroyed numerous houses along 
with ancient structures, including those listed in 
the UNESCO world heritage sites. The overall 
damage is estimated to be approximately NPR 
1 trillion (USD 10 billion) — almost half of the 
country’s GDP.1 

Following the disastrous event, the Government 
of Nepal declared a state of emergency and 
promptly deployed the army and police troops 
on immediate search and rescue missions. 
Along the way, the government undertook 
further responsibilities for treatment, relief, 
rehabilitation and restoration activities. Pri-
marily, the government has been active through 
three of its branches, namely Nepal Army (NA), 
Nepal Food Corporation (NFC) and National 
Trading (NT). 

NA, in assistance with NFC and NT, took 
charge of resource mobilization for relief 
operation, land and air transportation, 

manpower, and distribution of Nepal Army’s 
war stock. The funds for acquiring resources, 
its distribution, and dispatching of personnel 
were largely pooled from the Prime Minister’s 
Disaster Relief Fund (PMDRF), which was set 
up “to be used for rescue, treatment, relief, reha-
bilitation of victims, and restoration of physical 
infrastructure damaged by natural disaster and 
calamities”.2 Prior to the disaster, the PMDRF 
had just over NPR 0.51 billion (USD 5 million) 
but as of June 13, 2015, the fund skyrocketed to 
more than NPR 11 billion (USD 109 million), 
out of which NPR 8.4 billion (USD 83 million) 
had been spent.3 

Few days after the disaster, the government 
issued a directive in connection to the PMDRF 
directing all the funds raised in accounts opened 
after April 25, 2015, for relief purposes towards 
PMDRF accounts; this was met with severe dis-
satisfaction by the general public. However, 
addressing the backlash against this directive, 
the government clarified its course of action as a 
regulatory necessity in managing the funds and 
ensuring that the funds collected in the name of 
relief are not misused. 
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In addition to the fund collection and distri-
bution of relief, the government further issued 
a statement granting compensation of NPR 
15,000 (USD 149) for families whose houses 
had either been entirely damaged or needed to be 
demolished. This decision too was met with harsh 
scrutiny over its inadequacy in meeting the needs 
of its beneficiaries. 

Besides these, certain public sector companies, 
such as Nepal Telecom and Nepal Electricity 
Authority, did their part in the earthquake relief 
efforts by providing free phone service and swiftly 
restoring power respectively. Similarly, the air 
traffic controllers too did a commendable work 
managing the overflow of airplanes.

Major political parties agree on 16-point pact: 
Four major parties, comprising of Nepali 
Congress, CPN-UML, UCPN (Maoist), and 
Madhesi Janadhikar Forum-Loktantrik, have 
agreed on a 16 point pact with regards to key 
issues involving federal states, forms of gov-
ernance, and judicial and election systems. 
The prime focus of the agreement was on fed-
erating the country into eight federal states 
on the basis of identity (ethnicity, language, 
culture, geographical and regional community, 
and history) and capability (economic capa-
bility, infrastructure potential, availability of 
natural resources, and administrative feasibility). 
Although specific details about the states are yet 
to be formulated, a special commission will be 
formed to decide on the borders whereas the 
names will be decided by state assemblies after 
the elections take place. 

Likewise, with regards to the parliament, the 
lower house will consist of 275 seats out of 
which 165 will be directly elected and 110 
will be elected through proportional represen-
tation system; whereas, the upper house will 
have 35 seats all elected through the propor-
tional representation system. Moreover, the 
agreement also involved adoption of a reformed 
parliamentary system with executive powers 
vested in the prime minister and the ceremonial 
president elected through the parliament.4 
The constitution draft is soon expected to 
follow after this 16 point pact, which seems 
to have straightened out previously unresolved 
matters. However, UCPN (Maoist) did express 
discontent over the form of government, the 
implication of which is yet to pan out. 

Despite the government taking up responsibility for relief 
work, many are still skeptical about the government’s 
approach, citing its delayed response in relief 
distribution and suspicion of corruption in the Prime 
Minister’s Disaster Relief Fund. Likewise, the political 
parties were largely absent during the desperate times 
which further deepened the people’s mistrust towards 
the parties. Nonetheless, a promising move towards 
drafting of the constitution has been made with the 
recent 16 point agreement. The challenge for the parties 
now is to ensure that the agreement goes beyond being 
just a pressure move and gain momentum as a genuine 
attempt at constitution drafting, which—especially 
given the current timeframe of reconstruction phase—
could pace the rebuilding process more effectively.  

 OUTLOOK
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World economy grows weaker: Organi-
zation for Economic Cooperation and 
Development (OECD) has lowered the 
forecast for global growth to 3.1% for 
2015 and 3.8% for 2016 from its earlier 
projections of 3.6% and 3.9% respec-
tively. OECD attributed the weaker 
forecasts to weak investment and poor 
productivity, along with unexpected 
weaknesses seen in the first quarter of 
2015, especially in bigger economies 
like China and US. 

Similarly, productivity growth was 
on a decline owing to dull business 
investment, which in turn hindered any 
rise in consumption, thereby resulting 
in job losses, stagnant living standards 
in advanced economies, and inadequate 
development in emerging economies. 
To get the world economy back on 
track, OECD believes investments 
should be boosted to create jobs and 
stimulate consumption. This, the orga-
nization emphasized, requires com-
bining monetary and fiscal policies 

that deliver adequate demand growth 
and ultimately encourages competitive 
markets.5

China prepares for AIIB launch: Final 
preparations are underway for the launch 
of Asian Infrastructure Investment 
Bank (AIIB) founded by China along 
with 57 other nations, comprising 
primarily of Asian countries, some 
Western European countries and others 
including UK, Brazil, and South Africa. 
China has undertaken this initiative 
primarily in response to the slow pace 
of reforms and as an avenue for greater 
input by China in global financial insti-
tutions, which currently is dominated 
by western establishments, including 
the International Monetary Fund and 
the World Bank. This multilateral bank 
will primarily focus on infrastructure 
related activities in the Asian region.6 

Although China has gained good 
support from many nations, USA and 
Japan—nations leading the World 

Bank and the Asian Development 
Bank respectively—were reluctant to 
join AIIB citing concerns over AIIB’s 
presumption of the need to establish 
a brand new institution. USA and 
Japan’s mistrust with AIIB also alludes 
to the underlying fear of China using 
AIIB towards its political and economic 
interests and potentially overshadowing 
established international aid insti-
tutions.7 Despite differences, however, 
Japan has shown interest to fund 
AIIB with NPR 11 trillion (USD 110 
billion) possibly hinting at future mem-
bership.8 Nonetheless, governance has 
been the key topic for debate among 
those doubtful of the purpose and func-
tioning of AIIB.

Decline in US economy: The Gross 
Domestic Product (GDP) of USA 
shrank at an annualized rate of 0.7% 
in the first quarter of 2015, pre-
viously estimated to grow at 0.2% 
from January through March. This is 
the first economic decline since after 

INTERNATIONAL ECONOMY

”
Owing to rising unemployment, high debt levels, increasing income disparity and global 

shortage of aggregate demand, it is imperative that nations boost their investments to 

ensure productive growth of world economy. This further calls for a greater international 

cooperation, especially from multilateral organizations, which essentially should function 

as a financial intermediation channel—connecting surplus funds of the nations to those in 

need (often through loans), as not all nations have a uniform capacity to invest.
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Sustenance of world economy depends 

on the performance of its members. With 

the recent G7 summit, the issues of Greek 

bailout was yet again brought into highlight 

prompting questions about the possibil-

ity of Greece exit, which is bound to have 

an impact on Eurozone’s recovery given 

Greece’s huge outstanding debt to the 

European Union, European Central Bank, 

and the International Monetary Fund. 

Moreover, the consequence of sharply fall-

ing Euros and strengthening of US dollar 

remains to be seen. On the other side of 

the globe, with Japan willing to invest in, 

if not join, the Asian Infrastructure Invest-

ment Bank (AIIB), the Asian region would 

potentially undergo large infrastruc-

tural improvements once AIIB becomes 

functional. For Nepal, having faced the 

earthquake and subsequent infrastructural 

damages, AIIB could be an ideal chan-

nel to obtain necessary resources with 

fewer hassles for the long term recovery.  

 OUTLOOK
the economy shrank by 2.1% in the 
first quarter of 2014. The decline is 
reported to be a result of bleak winter, 
which brought the consumers to stay at 
home leading to closure of some busi-
nesses. Similarly, business investment 
fell at a 2.8% pace and exports declined 
by 7.6% due to the strengthening of 
the dollar. However, the drop in GDP 
is said to be temporary and is expected 
to grow at 2% in the current quarter.9

After recovering from the 2008 
financial crisis, the economy was 
almost at its full capacity and full 
employment, which was the Federal 
Reserve’s Non-Accelerating Inflation 
Rate of Unemployment (NAIRU) 
target, representing the equilibrium 
between the state of the economy 
and the labor market. In contrast, the 
current economy is seen to be drifting 
away from full employment; one of 
the reasons is that the Fed lowered its 
NAIRU target from 5.3% to 5.1% in 
March, but the unemployment rate 
is still at 5.4% and it is expected to 
remain at that position.

Signs of Eurozone recovery: The 
past nine months have shown 
promising signs of robust recovery 
for the Eurozone. Emerging from 
the double-dip recession (recession 
followed by a temporary recovery 
period followed by recession again) 
of 2013, the Eurozone showed first 
strong signs of recovery in the final 
three months of 2014 where its GDP 

growth rose to 0.3% from 0.2% in 
the previous quarter. Similarly, the 
first quarter of 2015 witnessed further 
growth to 0.4%, which was the biggest 
gain in almost two years. The Eurozone 
GDP is expected to expand more 
rapidly during the course of the year 
as consumption, aided by the fall in oil 
prices, has increased, boosting demands. 

Further, negative policy rates, which is 
where depositors have to pay certain 
interest to the bank as opposed to 
receiving interests, was introduced by 
the European Central Bank (ECB) 
which incentivized banks to lend more 
freely and encouraged businesses and 
individuals to invest more. Moreover, 
as a result of the quantitative easing by 
the ECB, declaring to buy NPR 6.5 
trillion ($65 billion) worth of mostly 
public assets each month until Sep-
tember 2016, the Euro depreciated 
which has further helped exporters.10 

The unemployment rate has also 
shown signs of improvement with 
the rate dropping from 11.2% in 
May 2015 to 11.1% in April 2015. 
Following these improvements, the 
Organization for Economic Coop-
eration and Development has updated 
its growth forecast for Eurozone to 
1.4% from 1.1% in 2015 and 2.1% 
from 1.7% in 2016. The challenge 
now is for the Eurozone to sustain its 
recovery which may prove to be a dif-
ficult task given its huge overhanging 
debt, sharply falling Euro prices and 
rising tendency of oil prices. 



10 | DOCKING NEPAL’S ECONOMIC ANALYSIS 

 AGRICULTURE 

The impact of earthquake on the agriculture 
sector is estimated to be NPR 10 billion (USD 
99 million) in terms of anticipated losses 
in production and output. While agriculture 
land may not have been severely affected, 
agriculture labor, inputs, markets and 
infrastructures such as irrigation systems, 
drainage canals, and roads have suffered 
damages. As a result, output of this sector 
is anticipated to drop significantly, leading to 
potential food security problems.

Fund for small farmers: To help rural 
households and communities of Mid-
Western Region of Nepal cope with 
climate change risk, the Government 
of Nepal and International Fund for 
Agricultural Development (IFAD) are 
financing a NPR 3.79 billion (USD 
37.7 million) project. The six year 
project—Adaptation of Smallholders 
in Hill Areas (ASHA)—will include 
two IFAD grants, one for NPR 1 billion 
(USD 10 million) and another for NPR 
1.5 billion (USD 15 million) from the 
Adaptation for Smallholder Agriculture 
Program (ASAP), an IFAD-initiated 
global fund dedicated to building the 

macroECONOMIC
After decades of political instability, Nepal had begun gearing up for a higher course of 

economic growth. The earthquake however upsets the nation’s hope for a stable economic 

process. The destruction of the 25 April Nepal earthquake was widespread covering 

residential and government buildings, heritage sites, schools and health posts, rural roads, 

bridges, water supply systems, agricultural land, trekking routes and hydropower plants. 

OV ERV I EW

resilience of poor smallholder farmers 
against the negative effects of climate 
change.11

Fishery yields better returns: Local 
farmers of Makwanpur are opting out 
of traditional farming and shifting 
towards fish farming due attractive 
returns and availability of ground 
water. In addition, farmers get various 
grants and support from government 
and non-government organizations 
that encourage farmers to engage 
in fishery. In the last two years, 112 
fish ponds have been constructed in 
the Makwanpur area with Manahari 
Development Institute-Nepal pro-
viding fingerlings, technical support, 
and other logistic support in the initial 
phase to the fish farmers. According 
to the District Agriculture Officer 
(DAO), the government plans on 
providing a grant of NPR 1.3 million 
(USD 12,000) to the fish farmers this 
year. The DAO has been providing 
NPR 10,000 (USD 99) per pond to 
the farmers to ensure food safety and 
enhance their living conditions.12 

High demand for large cardamom: 
Large cardamom has become a major 
cash crop in the eastern hills and 
mountain districts of Nepal. Farmers 
from Taplejung,Ilam, Panchthar, 
Dhankuta, Terhathum, and Sanku-
wasabha  districts exported 1,400 
tonnes of large cardamom in the first 
six months of FY 2014-15.13This high 
value agro product is in high demand 
and gives good return to the farmers. 
India is the major market for large 
cardamom grown in eastern Nepal. 

Rice output to drop: Farmers residing 
in districts most affected by the 
earthquake may not be able to plant rice 
this season with the government failing 
to dispatch enough seeds on time. 
Although the Ministry of Agricultural 
Development has dispatched 423 
tonnes of paddy seeds for free distri-
bution to the 14 districts most severely 
hit by the earthquake, the quantity dis-
patched is barely enough for a district. 
The demand and supply gap for the 
seeds is very huge; for instance, while 
Gorkha district required 418 tonnes of 
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seed, only 20 tonnes were dispatched 
to the district.14 With most farmers 
missing out on planting the seedlings 
on time, rice output is expected to drop 
this season. 

Agro sector in need of more budget: To 
make the country self-sufficient in food 
production and to decrease dependency 
on imported agriculture products, 
the government needs to increase the 
productivity of agriculture sector by 
increasing investment. According to the 
Ministry of Agricultural Development, 
the sector requires a budget of NPR 
38 billion (USD 0.37 billion) in the 
next FY 2015-16 in order to spark high 
economic growth through agricultural 
sector. The ministry has also proposed 
to allocate NPR 44 billion (USD 0.43 
billion) in FY 2016-17 and NPR 50 
billion (USD 0.49 billion) in FY 2017-
18.15 The increase in investment in the 
sector would enable the ministry to 
adopt various projects for agricultural 
commercialization through tech-
nology transfer from Israel, China, and 
Thailand. 

 EDUCATION 

The earthquake that struck Nepal on April 25 
had a devastating impact on the education 
sector. The quake and its strong aftershocks 
destroyed approximately 16,475 classrooms 
of around 6,902 schools in 45 districts. In 
addition, 7,266 classrooms suffered major 
cracks and 12,613 have minor damages. 
Over 3 million students in 39 districts have 
been affected due to the earthquakes. 

Temporary schools: Building of 
temporary classrooms has begun in 
schools that suffered infrastructure 

damages during the earthquake. The 
Department of Education has released 
NPR 25,000 (USD 248) for each 
damaged classroom for temporary 
arrangement.16 With schools remaining 
closed for repairs for well over a month 
post-earthquake, and keeping in 
mind the psychological impact of the 
disaster on the students and teachers, 
it will be a challenge for schools to 
complete the syllabus this academic 
session. Meanwhile, school curriculum 
is expected to be shortened for primary 
level this year.

Education sector achievement:  
According to the “Education for All 
Global Monitoring Report” published 
by UNESCO in April 2015, Nepal 
has made significant achievement in 
the education sector. Gender parity 
in the basic education (up to grade 8) 
currently stands at 1.00, which means 
enrollment of equal number of boys 
and girls. The gender parity in 1999 
was over 1.25 in favor of boys. School 
retention rate of adolescents graduating 
from lower secondary schools in the 
rural rose from 27% in 2000 to 58% 
in 2013.Number of pupil per teacher 
has decreased; in 1999, the pupil 
per teacher ratio was 260:1, which 
dropped to 28:1 in 2013.17 Despite 
many achievements in this sector, the 
country has not been able to fulfill its 
aim of achieving 100% adult literacy. 

Dropout rate in Kanchanpur increasing: 
Kanchanpur has the highest dropout 
rate of 6% in the country and it is 
increasing. District Education Officer 
(DEO) of Kanchanpur has indicated 
that children belonging to poor families 
are forced to drop out of school as 
they are compelled to work in hotels 
and transport services to support their 

family. In order to increase awareness 
on importance of education and to 
increase enrollment, DEO intends on 
launching various phase wise programs 
in the districts. The first phase of the 
campaign will raise awareness and the 
second phase will include door-to-door 
campaigns by mobilizing school going 
children for motivation.18

Illegal operation of private schools: 
Private schools have been found to 
be operating illegally in Rautahat and 
Dang. According to the DEO of the 
districts, 37 schools in Rutahat and 30 
schools in Dang and have no records 
of school registration at the DEO.19 

These illegal schools have been fleecing 
millions from the parents, avoiding 
million in taxes, besides failing to 
provide the quality of education that 
Private and Boarding Schools Organi-
zation have set. DEO of the respective 
districts have already warned of legal 
action against such illegal schools if 
they fail to stop their operation. 

Scholarship to girl students: Ministry 
of Education (MoE) is in the final stage 
of drafting its directive on a scholarship 
distribution program that will provide 
scholarships to girl students of grades 
9, 10, and university level from this 
academic session. Back in June 2005, 
a cabinet meeting had decided to set 
up Girls Education Fund with NPR 20 
million (USD 0.19 million) to support 
economically disadvantaged and hard-
working girl students.20 However, due 
to lack of proper working procedures 
and guideline, MoE had failed to select 
eligible girl students and the amount 
to be awarded. Currently, NPR 358.2 
million (USD 3.5 million) has been 
collected from various sectors and 
donors.  The new directive is expected 
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to provide a proper guideline to 
manage the fund and use the money 
to enable girl students to pursue higher 
education.

 ENERGY 

The energy sector sustained extensive 
damage to its infrastructure during the 
April 25 earthquake, making it difficult for 
the state-run Nepal Electricity Authority to 
provide even the most basic of services such 
as water supply and electricity in the initial 
weeks following the devastation. The country 
reported a loss of 150MW of electricity from 
the national power grid after 23 hydropower 
projects were damaged. 

Renewable energy proves useful in 
wake of crisis: Renewable energy 
proved to be helpful during the 
earthquake relief efforts in terms of 
charging mobile phones and ensuring 
connectivity in areas that suffered elec-
trical loss. Clean energy technologies, 
especially solar-powered generators, 
were the logical choices during the 
relief efforts, as they did not require 
fuel supplies to be shipped in. The 
United Nations High Commissioner 
for Refugees sent out 8,000 solar 
lanterns to Kathmandu and the hilly 
districts of Ramechhap, Okhaldhunga 
and Sindhuli.21

Repair of power plants: The repair 
of the damaged hydropower plants, 
along with the distribution network, 
sub-station equipment, and office 
buildings is estimated to cost NPR 
10.86 billion (USD 107 million). Of 
the total amount, NPR 3.76 billion 
(USD 37 million) will be required 
for reconstruction and repairing of 
physical infrastructure such as office 
buildings, staff quarters, guardrooms 

and boundary walls. According to 
estimates, Nepal Electricity Authority 
(NEA) requires two power trans-
formers, four switchgears of 12kV, 
12 disconnecting switches, and 180 
lightening arrestors. Further, it needs 
to reconstruct 254 km of 33 kV trans-
mission lines and 501 km of 11 kV 
lines. Likewise, NEA needs 143,516 
energy meters for restoration of power 
supply in damaged houses, 721 trans-
formers, and 49,634 poles.4

Power demand in Valley halves 
post-quake: Electricity demand in 
Kathmandu Valley dropped after the 
April 25 earthquake, easing pressure at 
the load dispatch centre of Nepal Elec-
tricity Authority (NEA). The demand 
in Kathmandu dropped by 200–
250MW a day to the previous 350–
400MW per day. The demand from 
outside the valley has not been affected, 
with the overall daily demand standing 
at 1,000MW against 1250MW during 
normal times. The low consumption 
of energy within the valley is due to 
people still living outside their houses 
and also because a substantial number 
of people left Kathmandu after the 
quake. Following the significant drop 
in demand, NEA has hardly cut power 
in the valley.22

No revision to load-shedding schedule: 
The Nepal Electricity Authority has 
no immediate plans to revise the 
load-shedding schedule, and is ready 
to operate the 90MW Kulekhani 
Hydropower Project, the only storage 
type project of the country. Projects in 
districts like Dolakha, Sindupalchowk, 
Ramechhap, Gorkha, Dhading, 
Nuwakot, and Rasuwa have suffered 
huge losses due to the destruction of 
hydropower projects in these areas. 

While households in Kathmandu gen-
erally face power outrages from six to 
eight hours a day, this schedule has 
not been implemented following the 
earthquake.23

Nepal to set up power trading firm: 
A team from Indian Oil Corporation 
is in the process of assessing the 
damage to petroleum installations in 
Nepal. Once the assessment is carried 
out, the team will extend technical 
assistance to Nepal if necessary. India 
is Nepal’s largest trading partner 
in terms of energy supply to Nepal 
which also gets all its petroleum 
products from India under a gov-
ernment-to-government agreement. 

Nepal has also been working towards 
setting up a state-owned power 
trading organization. During the 
SAARC Summit held in Kathmandu 
in November last year, Nepal had 
signed a framework agreement on elec-
tricity trade. This inter-connected grid 
planned under the agreement will allow 
electricity to be traded to meet the elec-
tricity demand of the SAARC region.24

Energy Ministry fails to utilize budget: 
The Ministry of Energy, which was 
allocated NPR 34.17 billion (USD 
339 million)—one of the highest 
budgets in the current fiscal year, has 
spent just 36% of the funds, i.e. NPR 
12.42 billion (USD 123 million), as 
of mid-April.  The ministry has been 
unable to utilize the budget effectively 
due to political instability, lack of coor-
dination between line agencies and 
several bureaucratic and procedural 
hassles. The Nepal Electricity Authority 
(NEA), which received the largest 
portion of the ministry’s budget of 
NPR 30.29 billion (USD 300 million), 
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has so far succeeded in spending just 
NPR 10.31 billion (USD 102 million), 
i.e. 34% of the total amount. 

While NPR 13.55 billion (USD 134.5 
million) of the budget was allocated for 
transmission line development, a large 
portion of which will go into land acqui-
sition, there has been no progress in this 
area. An estimated NPR 12.62 billion 
(USD 125 million) has been earmarked 
for electricity generation. The NEA is 
aiming to spend 70% of its budget by 
the end of the current fiscal year.25

Chinese Firm wins West Seti bid: 
The Investment Board Nepal (IBN) 

has approved a proposal from China’s 
CWE Investment Corporation for 
the 750MW West Seti Hydropower 
Project. The NPR 160 billion (USD 
1.6 billion) project will be headed 
by CWE Investment, a subsidiary of 
China Three Gorges Company, which 
received the final approval three years 
after it signed the Memorandum of 
Understanding (MoU) with IBN. The 
MoU was inked in August 2012. A 
joint venture is to be formed between 
CWE and Nepal Electricity Authority 
for project development. The Chinese 
firm has also been granted permission 
to conduct geological studies at the site 
before the monsoon. According to the 

MoU, the Chinese firm will make a 
75% investment while the remaining 
25% will be generated within Nepal.26

 FOREIGN AID 

Nepal has received am outpouring of 
aid commitments in the current year fol-
lowing the 7.8 magnitude earthquake. With 
the country dependent on foreign aid to 
a certain degree, a major concern now is 
poor spending. However, steady population 
growth is expected to result in a decline in 
aid per capita. 

According to the Independent Power Producers Association of 
Nepal and Nepal Electricity Authority (NEA), at least 23 oper-
ational hydroelectric projects with installed capacity of at least 
176.88MW have been affected by the earthquake. The damages 
have resulted in reduced power generation capacities for the 
country. Of the affected projects, only eight with installed capacity 
of 41.86MW have resumed operations following temporary 
repairs. 

One of the badly affected projects is the 45MW Upper Bhote 
Koshi hydroelectric project where the penstock has been badly 
damaged due to landslides triggered by the earthquake, resulting 
in an inability to generate power. Other hydroelectric projects 
located in Sindhupalchowk, such as the 2.5MW Sunkoshi 
Khola, 3MW Chaku Khola, 4.2MW Baramchi Khola, 991kW 
Upper Hadi Khola, 1.8MW Middle Chaku Khola, 1.765MW Lower 
Chaku Khola, and 3MW Bhairab Kunda has also been unable to 
generate power. 

The earthquake has also badly damaged canals of the NEA 
developed 10.05MW Sunkoshi hydroelectric project resulting 
in an inability to release water, and subsequently an inability to 

generate power. Canals of NEA’s 21MW Trishuli hydroelectric 
project have also sustained damages resulting in suspension of 
power generation. The damage to the Trishuli Project canal has 
also affected the 14MW Devighat Project, as the water released 
from the former is used at the latter. The damage has resulted in 
a halt in the construction of the Trishuli-3A Project, as a landslide 
caused by the quake has affected the dam site and equipment.27 
Severe damages have also been sustained by 9.658MW Sipring 
Khola project in Dolkha, 8.4MW Ankhu Khola-1 project in 
Dhading, 5MW Mailung Khola project in Rasuwa, and 4.4MW 
Radhi Khola project in Lamjung. 

The damage caused by earthquake has shaken investor con-
fidence, with projects being forced to suspend power gen-
eration, and therefore losing revenue sources and making 
it difficult to pay off bank installments. The 216MW Upper 
Trishuli-1 hydro project, a NPR 55 billion (USD 550 million) 
project which is currently under construction, for instance, 
suffered estimated losses of NPR 300 million (USD 3 million) 
due to destruction of its offices at the project site and severe 
damage caused to access roads, a major set-back for the 
projects investors and developers.28

23 HYDROPOWER PROJECTS AFFECTED  
BY EARTHQUAKE
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KFAED extends credit: The Kuwait 
Fund for Arab Economic Development 
(KFAED) has pledged NPR 1.68 
billion (USD 16.67 million) to Nepal 
to implement the Irrigation Systems 
Improvement Project. The project will 
cover 35 districts in central and eastern 
Nepal, with focus on enhancing agri-
cultural productivity and improving 
livelihoods of rural population. The 
project will involve improvement of 
irrigation infrastructure, including civil 
engineering work for rehabilitation and 
extension of existing infrastructure in 
50 farmer-managed irrigation systems. 
The project is looking to build 250 km 
of irrigation canals, 20 weirs, 30 intake 
structures and around 2,000 small 
hydraulic structures.29

IFRC increases its initial aid: Fol-
lowing the earthquake, the Interna-
tional Federation of Red Cross com-
mitted to provide aid of NPR 3.37 
billion (USD 33 million). Following 
the second earthquake on May 12, this 
aid was increased to NPR 9.49 billion 
(USD 94 million). The main objective 
of the aid is to establish institutional 
structure. The aid will be allocated 
to emergency medical assistance, 
including basic health care services, 
food and nonfood relief, emergency 
shelter, support for rebuilding homes, 
cash distributions, livelihoods support, 
clear water and improved sanitation, 
psychosocial, and family support 
through income earning activities, and 
by assisting in small enterprise revival.30 

NPR 3.6 billion aid from UK gov-
ernment: Nepal initially received NPR 
789.44 million (USD 7.8 million) 
from the Department of Interna-
tional Development, from which NPR 
473.66 million (USD 4.7 million) was 

released under the Rapid Response 
Facility to address immediate needs on 
the ground, and NPR 315.78 million 
(USD 3.1 million) was allocated to 
the British Red Cross. This support 
was aimed at providing supplies like 
clean water, shelter, household items, 

blankets, and to fund humanitarian 
experts.31 An additional boost in aid 
of NPR 836.81 (USD 8.3 million) 
brought up the total aid to NPR 3.6 
billion (USD 35.7 million).32

Norway releases NPR 1.8 billion 

Figure 1: Comparison of Foreign Cash Loans in the first Ten Months over the 
Past Five Years 

Figure 2: Comparison of Foreign Cash Grants in Six Months Over the 
Past Five Years

Source: Current Macroeconomic Situation, Nepal Rastra Bank

Source: Current Macroeconomic Situation, Nepal Rastra Bank
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Affairs has also pledged a grant of NPR 
173.65 million (USD 1.7 million) for 
equipment such as weather-resistant 
tents for centers of operation for police 
and justice personnel to support the 
citizens of Nepal. 

Japan pledges NPR 1.4 billion 
emergency grant aid: Following the 
damages caused by the earthquake, 
Japan will be providing NPR 1.4 
billion (USD 14 million) in assistance. 
The support will be used to provide 
humanitarian emergency assistance 
such as food, emergency medical care, 
shelter, health, and water and sanitation 
to the most affected areas through eight 
international NGOs.35

Of the total assistance, UN Office 
for the Coordination of Humani-
tarian Affairs was allocated NPR 
20.38 million (USD 200,000) for 
strengthening humanitarian coordi-
nation and advocacy in Nepal, while 
UN-Habitat was allocated NPR 81.51 
million (USD 800,000) for providing 
life-saving shelters to locally displaced 
and most vulnerable households before 
monsoon. Similarly, NPR 101.89 
million (USD 1 million) was allocated 
to United Nations Population Fund for 
ensuring lifesaving sexual reproductive 
health services in earthquake affected 
districts; and another NPR 101.89 
million (USD 1 million) to United 
Nations Development Programme for 
emergency debris removal and man-
agement. While NPR 203.78 (USD 
2 million) was earmarked for Inter-
national Organization for Migration 
to provide emergency food assistance 
to earthquake affected populations, 
Japan assigned NPR 305.68 (USD 3 
million) to International Federation of 
Red Cross and Red Crescent Societies 

for earthquake victims: The Nor-
wegian government released a fund 
amounting to NPR 134.51 million 
(USD 1.3 million) to support 
emergency earthquake relief efforts 
in Nepal through the UN system and 
various NGOs. Most of the fund will 
be distributed to the UN Central 
Emergency Response Fund, Disaster 
Relief Emergency Fund, and the Inter-
national Federation of Red Cross and 
Red Crescent Societies. In addition, 
Norway gave NPR 1.9 billion (USD 
19 million) to Atlas-Alliansen, Inter-
national Humanitarian Partnership, 
Forsiden, DIGNI, Development Fund, 
Office for the Coordination of Human-
itarian Affairs, Adventist Development 
and Relief Agency, Caritas, World 
Health Organization, and UNICEF, 
among others.33

USAID provides NPR 4.8 billion in 
assistance: The US Agency for Inter-
national Development (USAID) 
provided NPR 102 million (USD 
1 million) in emergency assistance 
following the earthquake. After 
assessments of the damage sustained, 
an additional financial assistance of 
NPR 0.9 billion (USD 9 million) was 
provided. Of the total funds provided, 
USAID contributed NPR 3.2 billion 
(USD 32.5 million) whereas the US 
Department of Defense contributed 
NPR 1.4 billion (USD 14.3 million).34 

The fund was used to provide emergency 
shelter materials, safe drinking water, 
medical supplies, hygiene kits, and 
improved sanitation to the most critical 
districts. It will also support programs 
to address psychosocial needs and pro-
tection of earthquake survivors. The US 
State Department’s Bureau of Interna-
tional Narcotics and Law Enforcement 

(IFRC) and NPR 305.68 (3 million) to 
UNICEF for specific projects.36

 HEALTH 

Health care service is one of the sectors 
majorly affected by the Nepal earthquake. 
With 1,085 health care facilities damaged—
of which 402 were completely destroyed and 
683 partially damaged—the consequences 
for health infrastructure and public health 
have been significant. The majority of the 
damaged facilities were primary health care 
centers, village health posts and birthing 
centers. Of the 351 health facilities providing 
Emergency Obstetric Maternal and Neonatal 
Care service in 14 of the most severely 
affected districts prior to the earthquake, 112 
were seriously damaged while 144 suffered 
partial damage. 

With 1.4 million women being of reproductive 
age in the country, including 92,900 pregnant 
women, as of May 18, this widespread 
damage to health centers providing safe 
delivery facilities and care to newborns will 
not only affect maternal and child health, it 
will also jeopardize the health achievements 
made by the country so far. 

NPC stresses on NTDs elimination: 
With Neglected Tropical Diseases 
(NTDs) affecting more than 150,000 
Nepali people in 2013-2014, the 
National Planning Commission has 
finally made it compulsory for the 
national and international health 
sectors to carry out research in all the 
districts to eliminate NTDs quickly and 
efficiently. The eight common NTDs 
in Nepal are filariasis, trachoma, soil-
transmitted helminthes, dengue, kala-
azar, leprosy, rabies and cysticercosis. 
The NTDs will be classified according 
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to various growth stages of people, 
geography and socio-cultural aspects. 
However, it will also be necessary to 
come up with cost effective prevention, 
protective measures and programs to 
eradicate NTDs from the country.38

Children suffering from diabetes on the 
rise: The number of children suffering 
from diabetes has been increasing 
gradually in the capital city. Type 1 
diabetes is seen mostly from newborns 
to 14 year olds where the body fails to 
produce enough insulin. The urban 
children are more susceptible to this 
disease as compared to children from 
rural areas. Various factors may con-
tribute to type 1 diabetes, including 
genetics and exposure to certain 
viruses. Diabetes and Endocrine Asso-
ciation of Nepal has said that industri-
alization, migration, consumption of 
processed junk food, lack of physical 
exercise, unhealthy lifestyle, stress 
and genetic factors are reasons for the 
rising number of diabetic cases. There 
is no major way to prevent the disease; 
however, adopting healthy lifestyle and 
proper medication will manage the 
condition, enabling these children to 
live long and healthy lives.39

Outbreak of diseases after quake: 
Population displacement, crowding, 
lack of shelter, safe drinking water 
and adequate sanitation facilities after 
the earthquake have increased the risk 
of cholera, dysentery and other com-
municable diseases in Nepal. Reports 
are already coming in of diarrhea 
outbreaks and respiratory infections 
among those living outside their 
homes. Besides these, local vaccination 
programs for children have mostly 
been disrupted. A number of foreign 
agencies are, at present, working to 

provide better emergency shelter, safe 
drinking water, and sanitation facilities 
to those affected by the quake. Fearing 
an outbreak of diseases such as measles, 
more than half a million children, 
who are currently living outside in 
the open, are being especially targeted 
in the emergency vaccination drive.  
UNICEF has warned that an estimated 
70,000 children under five are at the 
risk of malnutrition.40

Nepal’s mental health crisis: Following 
a disaster, whether natural or man-
made, the focus of every relief operation 
is to provide physical assistance, while 
the mental and emotional impact of 
the disaster on survivors is often over-
looked, as it was in the case of Nepal 
following the April 25 earthquake 
and its subsequent aftershocks. Today, 
as Nepal struggles to deal with the 
physical devastation, it is also grappling 
to deal with a rise in mental health dis-
orders triggered by the disaster. Mobile 
health clinics treating patients in and 
around Kathmandu see up to 500 
patients a day, at least 10% of whom 
report mental health issues. The World 
Health Organization estimates that 
5% to 10% of people impacted by the 
disaster will suffer from a mental health 
condition.41

Women most affected by earthquake: It 
has been observed that post earthquake; 
women are the most affected in terms of 
health. The United Nations Population 
Fund estimates that of the 2 million 
women of reproductive age affected by 
the disaster, 126,000 pregnant women 
are in urgent need of health care services. 
Following the widespread damage to 
health facilities offering safe delivery 
and maternal health services, there has 
been an increase in the number of mis-

carriages and premature births, along 
with deaths of both mother and child. 
The inability of female community 
health volunteers and trained midwives 
to resume their work in the districts 
affected by the earthquake also puts 
reproductive health care out of reach of 
many expectant mothers, thus endan-
gering their lives.42

INFRASTRUCTURE

With the economic damages estimated at 
over USD 10 billion (NPR 1 trillion), which 
is about half of Nepal’s GDP, the economic 
impact of the devastation left behind by the 
April 25 earthquake will be felt by Nepal 
for years.43 The rebuilding cost alone is 
estimated to run over USD 5 billion (NPR 
503.75 billion).

Hydropower project damages: Fourteen 
hydropower projects have been affected 
by the April 25 earthquake and its 
aftershocks. An estimated 150MW of 
electricity has been reduced from the 
country’s power grid. The current elec-
tricity distribution stands at 564MW, 
which include 210MW imported from 
India.44 The cost of repairing power 
distribution network, substations 
equipment and office buildings of the 
state owned hydropower project has 
been estimated at NPR 10.68 billion 
(USD 106 million).45 The cost of recon-
struction of hydropower plants owned 
by independent power producers is 
yet to be estimated. The description of 
damages to hydro projects is shown in 
Table 1.

Nyadi Hydropower PPA:  A Power 
Purchase Agreement (PPA) has been 
signed between Nepal Electricity 
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Authority and Nyadi Hydropower 
Limited. The Nyadi hydropower 
project is estimated to cost USD 59 
million, produce 30MW electricity and 
start power generation from December 
2019.46

Road and bridges secured: All roads 
and bridges in the 12 districts affected 
by the earthquake are safe except for the 
Araniko Highway. A 25 km section on 
the Araniko Highway has been severely 
damaged and the cost of reconstruction 
is estimated at NPR 25 million (USD 
248,138).

Water shortages: Drinking water 
pipelines have been damaged at 
several places within the Kathmandu 
valley. Controlling water leakages will 
be a major challenge for Kathmandu 
Upatyaka Khanepani Limited 
(KUKL). Preliminary survey con-
ducted by KUKL show that drinking 
water pipes at Lalitpur, Kalimati, 
Chapagaun and Balaju have been 
severely damaged.47

 

MANUFACTURING AND TRADE

With shrinking export and increasing imports, 
Nepal’s trade deficit is ever widening. The 
country’s imports of goods worth NPR 
577.11 billion (USD 5.72 billion) in the first 
nine months of the current fiscal year far sur-
passes its exports of goods worth NPR 64.28 
billion (USD 638 million). While the exports 
further decreased by 8.2%, the imports 
increased by 10.5%. The Nepal Trade Inte-
gration Strategy (NTIS), established with 
the hope of boosting exports of the products 
with highest export potential, has faltered 
amidst growing concerns arising with the 
failure of NTIS products to increase their 

export share. Government policy will remain 
key in building an enabling environment so 
that incentives and support services actually 
enhance trade. Government should assure 
direct subsidies, infrastructure, and access 
to trade finance, information and training.48

Foreign Trade Scenario: Nepal’s total 
exports in the first nine months of 
FY 2014-15 amounted to NPR 64.28 
billion (USD 638 million), which is a 

decrease of 5.6% as shown in Table 2. 
The fall in export to India by 8.2% was 
a major contributor to the decreasing 
exports of Nepal. Since India is the 
country’s major trade partner absorbing 
two-third of Nepal’s export, even a 
slight decrease implies major loss in 
monetary terms. While the 8.2% fall 
in exports to India amounted to NPR 
41.6 billion (USD 412.9 million), 
an 8.1% increase in export to China 

Table 1: Hydropower Projects affected by Earthquake
Project Capacity Status

Upper Bhotekoshi 45 MW
Penstock burst due to rock slide; power house submerged 
due to penstock  burst; rock slide continues after earth-
quake; no excess to power plant.

Sunkoshi Khola 2.5 MW
Power house wall fallen inside power house room, landslide 
at penstock alignment and landslide at headwork areas, no 
access to plant.

Indrawati – III 7.5 MW Significant damage, but in operation

Chaku Khola 3 MW Not in operation

Baramchi Khola 4.2 MW Penstock pipe burst; no access to power plant but in opera-
tion

Middle Chaku 1.8 MW Not in operation  and no access to power plant

Sipring Khola 9.65 MW Extension joints burst, landslide at penstock alignment, not 
in operation

Ankhu Khola – 1 8.4 MW Sub-station, power house fully damaged by landslide, 11 
poles are damaged , plant out of operation

Mailing Khola 5 MW Significant damage in Headworks, penstock pipe and power 
house not in operation, no access

Bhairab Kunda 3 MW
Tunnel leakage, penstock burst, switchyard damaged, 
transmission line damaged but power house is safe; not in 
operation

Trishuli 24 MW Cracks in the crest in the balancing pond, staff quarter dam-
aged; not in operation, but can be stored within a few weeks

Devighat 14 MW A cascade project of Trishuli and cannot resume until 
Trishuli resumes

Sunkoshi 10.05 MW
Severe leakage in a stretch of 200 meter canal, maintenance  
in the head works damaged by Jure landslide; not in opera-
tion

Kulekhani 60 MW Cracks in the crest of the dams but in operation

Chilime 22 MW Damage in transmission line

Upper Trishuli 3A 
(under construction) 60 MW

Severe damage in the construction works after landslide 
from both sides buried heavy equipment; damage in audit 
tunnels and a suspension bridge.

Source: Nepal Energy Forum
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amounted to only NPR 2 billion (USD 
19.85 million). Moreover, exports to 
other countries have also fallen by 1.2% 
amounting to NPR 20.6 billion (USD 
204.5 million).

In terms of import, the prevailing 
trend of growth has continued with the 
imports registering a growth of 10.5% 
in the first nine of month of the current 
fiscal. However, the growth rate reg-
istered during this period is less than the 
growth of 27.7 % recorded during the 
same period in 2013-14. As in the case 
of first six months, the fall in import 
compared to the previous fiscal year is 
due to decrease in price of petroleum 
products, decrease in imports of gold, 
betel nut, MS Wire rod, coal and 
thread. Imports from India registered 
a small growth of 4.6% amounting to 
a total import of NPR 348.70 billion 
(USD 3.46 billion) as compared to the 
29% growth in last fiscal. Imports from 
China registered a sharp increment of 
51.9% amounting to NPR 52.7 billion 
(USD 523.07 million) as compared to 
a relatively smaller growth of 14.5% 
during the same period last fiscal.

Top exports, imports: The top five 
exported products of Nepal, in terms 
of value, in the first eight months 
of the current fiscal year was iron 
and steel products, woolen carpet, 
yarns (polyester, cotton and others), 
readymade garments and textiles. Out 
of this five, excluding yarns which 
registered a growth of 6.3%, all other 
products registered a decline with 
iron and steel products witnessing the 
largest decline of 7.3%. In terms of 
percentage change, the export of rosin 
and resin acid registered the highest 
growth of 49.8% while vegetable fats 
and oils registered the highest decline 

of 85.5% in comparison to the same 
period last fiscal. 

Petroleum products continue to remain 
the top imported item in the first eight 
months of the current fiscal; however, 
it registered a decline of 14.2%. 
Meanwhile iron and steel products 
thereof and machinery and parts, 
which are the second and third largest 
exported items, registered a growth 
of 28.7% and 29.3% respectively. 
The highest percentage increment of 
410.5% was witnessed by aircraft and 
parts thereof. This can be attributed 
to the arrival of two new airbuses pur-
chased by Nepal Airlines. In the trading 
partner’s front, Nepal exported goods 
worth NPR 56.92 billion (USD 564.96 
million) in the first eight months of the 
current fiscal. Out of this total, exports 
worth NPR 36.55 billion (USD 
362.77 million) was traded with India, 
making the neighbor the prime trading 
partner of the country. However, 
export to India saw a decline of 9.6% 
in the current fiscal as compared to the 
same period last fiscal. In percentage 
terms, export to Vietnam increased by 
105.5%; however, the value of export 
was only NPR 0.44 billion (USD 4.37 
million). Export to Bangladesh wit-
nessed the highest decline of 34.9%. In 
terms of import also, India is the major 
trade partner, followed by China and 
UAE. However, the difference in value 
amount of import between the three 
countries is massive. Nepal imported 
goods worth NPR 319 billion (USD 
3.17 billion) from India and similarly 
goods worth NPR 71.80 billion (USD 
712.65 million) and NPR 24 billion 
(USD 238.21 million) from China and 
U.A.E respectively.49 

Trade Deficit: In the first nine months 

of the current fiscal year, Nepal’s trade 
deficit has widened by 12.9% to NPR 
512.83 billion (USD 5.09 billion). 
Trade deficit with India increased by 
6.5% while that with China increased 
by 53.5%.50

BOP Surplus: The first nine of month 
of FY 2014-15 recorded a Balance 
of Payment (BOP) surplus of NPR 
49.40 billion (USD 490 million) with 
current account registering a surplus 
of NPR 21.68 billion (USD 215.18 
million). During the same period in FY 
2013-14, BOP surplus stood at NPR 
106.23 billion (USD 1.05 billion) 
with a current account surplus of NPR 
68.77 million (USD 0.7 million). 
The decreasing BOP surplus is further 
expected to decline as an after effect of 
the April 25 earthquake. Economists 
have opined that the aftermath of the 
earthquake will result in a negative 
balance of payments as country’s 
dependency on imports is likely to 
increase. The earthquake has impacted 
production, distribution and marketing 
channels along with roads, agriculture 
and hydropower plants which are the 
country’s main economic activities. 
This will further slow-down local pro-
duction and reduce the already small 
amount and portfolio of exports.51

Imports slump at Biratnagar customs: 
Post-earthquake, the imports of 
industrial raw materials and readymade 
goods have dropped significantly due 
to the drop in demand. Industrial pro-
ductions have also been cut by over 
50%. Biratnagar Custom office has wit-
nessed an import slump of almost 70%. 
Earlier, the daily revenue on an average 
amounted to NPR 55 million (USD 
0.6 million); this amount has now 
dropped to NPR 20 million (USD 0.2 
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million). It is anticipated that unless 
the consumption in markets, including 
Kathmandu, picks up, import and local 
production is unlikely to increase.52

Appeal to revise citrus trade pact: The 
citrus trade pact signed between Nepal 
and China three years back had estab-
lished criteria that required fruits to 
be produced in pest free areas in order 
to be eligible to be exported to China. 
Nepal has failed to meet the criteria set 
in the agreement signed for trade of 
citrus fruits from Nepal to China, as the 
pilot projects to establish pest free areas 
was not successful. Nepali authorities 
involved in signing the agreement have 
accepted their mistake of failure to 
consult with technical experts in this 
regard. Thereby, Nepal has requested 
Chinese officials to change the pact to 
allow pest free fruits that may not have 
been harvested in pest free areas. The 
high quality standards set by China has 
acted as a non-tariff barrier, limiting 
the ability of the country to benefit 
from the duty free quota free facility 
extended by China.53

Rasuwagadhi customs emerges 
as alternative gateway: The infra-
structures being built in Rasuwagadhi 
and the establishment of police admin-
istration, immigration and quarantine 
facilities on the China side border 
in order to facilitate trade has helped 
Rasuwagadhi emerge as a key border 
point for economic engagement with 
China. Moreover, the possibility of 
the border being connected with the 
Chinese railways has established Rasu-
wagadhi customs point as a potential 
alternative gateway. The landslides and 
flooding of Sunkoshi River in August 
2014 had obstructed the Araniko 
Highway, bringing the trade with 

Table 2: Foreign Trade Statistics for the First Three Months of FY 2014-15 (in millions)

NPR in millions 2012/13 2013/14R 2014/15P
Percent Change

2013/14 2014/15

TOTAL EXPORTS 57159.1 68121.0 64277.7 19.2 -5.6

To India 37580.7  45340.2 41605.4 20.6  -8.2

To China 1673.8 1873.3 2025.6 11.9 8.1

To Other Countries 17904.6 20907.5 20646.7 16.8 -1.2

TOTAL IMPORTS 408830.2 714365.9 522185.1 27.7 10.5

From India 270221.3 477947.0 348704.7 29.0 4.6

From China 46087.6 73318.6 52760.2 14.5 51.9

From Other Countries 92521.2 163100.2 120720.2 30.5 9.5

TOTAL TRADE BALANCE -351671.1 -454064.1 -512828.4 29.1 12.9

With India -232640.6 -418333.3 -303364.5 30.4 6.5

With China -44413.9 -70477.9 -50886.9 14.6 53.5

With Other Countries -74616.6 -133563.3 -99812.7 33.8 11.8

TOTAL FOREIGN TRADE 465989.3 806357.2 590306.2 641383.8 26.7

With India 307802.0 537560.7 394044.9 406363.3 28.0

With China 47761.5 76159.3 54633.5 82178.8 14.4

With Other Countries 110425.9 192637.1 141627.8 152841.7 28.3

Based on customs data R=Revised / P=Provisional      
Source: Recent Macroeconomic Situation, Nepal Rastra Bank - Based on nine months data of 2071-72

China to a standstill. During this time, 
the government had requested the 
Chinese government to allow imports 
through Rasuwagadi where the Chinese 
government had constructed a 22-km 
long road connecting Kyirong and 
Khambatar which directly connects to 

Rasuwagadhi. On December 1, 2014, 
Rasuwagadhi was officially brought 
into operation with China allowing 
trade and issuing visas and one-day 
entry passes through the border point.

Nepal has also opened an immigration 
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office at Rasuwagadahi simplifying 
the procedure for mobility of citizen 
of both nationalities. The Chinese 
government has agreed to construct a 
dry port at Timure in Rasuwa while 
the Government of Nepal has handed 
over the construction of customs 
office on Nepal side to the con-
cerned authorities. The Chinese gov-
ernment has also offered to renovate 
the road section in Nepal covering 
Rasuwagadhi-Betrawati-Syaphru-
Bharkhu-Mulkharka and Ramnche 
Pahiro-Kalikasthan-Betrawati roads. 
The Rasuwagadhi Customs collected 
NPR 258.5 million (USD 2.7 million) 
in revenue in the first eight months of 
the current fiscal surpassing its target of 
NPR 80.4 million (USD 0.8 million).54

Ban on zinc sheet export likely: The 
demand for galvanized zinc sheets is 
expected to swell as the country moves 
into the phase of rehabilitation and 
reconstruction of houses damaged 
by the earthquake. Accordingly, the 
Ministry of Commerce and Supply has 
sent a proposal to the Cabinet seeking 
a ban on the export of zinc sheets. The 
proposed ban is likely to take place after 
the government confirms the exact 
quantity of production and anticipated 
demand.55

Halt on transportation of goods 
imported from China: The government 
is planning to valuate goods based 
on the name and size of the product. 
The proposed changed is primarily 
because the current valuation of goods 
based on quality has allowed traders 
and customs officials to collude with 
each other. However, this decision is 
drawing criticism from traders who 
primarily import products from China. 
The quality of the goods imported from 
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China is usually of low quality, hence 
the treatment of goods on the basis of 
name and size sans consideration of 
quality will imply that high value goods 
and low value goods will be treated 
in the same manner. Traders have 
halted transportation of goods coming 
though Tatopani customs stating that 
they will be unable to produce doc-
uments as demanded by the proposed 
change in valuation. Although the 
Department of Customs has not issued 
any directive regarding the system of 
valuation, traders have said that the 
new valuation system is against inter-
national valuation practices. Tatopani 
Customs has been struggling to collect 
its targeted amount of revenue as the 
inflow of goods has decreased with 
the office collecting only NPR 2.57 
billion (USD 25.5 million) in the first 
nine months of the current FY, a com-
parative decrease to the collection of 
NPR 3.99 billion (USD 39.6 million) 
during the same period last fiscal.56

TRIPS protocol amendment: The Trade 
Related Aspects of Intellectual Property 
Rights (TRIPs), administered by the 
World Trade Organization, has received 
support from 80 countries out of 151 
member countries to amend Article 31. 
This article specifically bans the export 
of drugs manufactured in countries 
under the compulsory licensing (for 
pharmaceuticals) provision while reg-
istering the patent. The amendment 
was initiated by developing nations 
like India alluding to the difficulties 
for developing countries and least 
developed countries that greatly rely on 
cheap imported medicines. However, 
a two-thirds majority is required to 
amend the provision which favors the 
concern of developed countries that 
hold majority of the patents. Nepal 

is set to announce its support for this 
amendment with the proposal soon to 
be sent to the Cabinet.57

Internationally recognized certifi-
cation for Nepali products: Nepali 
exporters of cement, textiles and iron 
rods will soon be receiving interna-
tionally recognized certifications. 
The Nepal Bureau of Standards and 
Metrology (NBSM) is in the final 
phase of receiving international 
accreditation of its labs from the 
National Accreditation Board for 
Testing and Calibration Laboratories, 
India, after which it can provide certi-
fication to exporters. After the accred-
itation, NBSM can certify the quality 
management system of an organi-
zation as per international standards. 
NBSM is currently in the process of 
receiving accreditation for an addi-
tional 42 parameters that will enable 
the organization to test the quality 
of Nepali cement, textiles and iron 
rods. Currently, NBSM can issue ISO 
9000 certification to manufacturers 
along with testing of 27 parameters 
that are related with the measurement 
and chemical testing of GI wire, 
noodles and drinking water among 
others. NBSM has been carrying out 
up gradation activities with technical 
support from National Metrology 
Institute of Germany since 2007. The 
organization will be able to issue cer-
tification for Nepali products as per 
the requirement of the importing 
countries.58

REAL ESTATE 

The real estate sector has been hit hard 
by the 7.8 magnitude earthquake of April 
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25. Ministry of Home affairs estimate 
almost half a million houses have been 
destroyed and more than 250,000 
damaged. The Realty sector is estimated 
to have incurred a loss of at least NPR 
7.5 billion (USD 74.44 million). The wide 
extent of the damage has been attributed 
to years of substandard building practices. 
The heavy influx of rural population to the 
Kathmandu valley not only put pressure 
on the housing sector resulting in the 
realty boom, it also led to developers 
cutting corners in building standards to 
save time and money, thus heightening 
Nepal’s disaster risk level.

The Property assessment: The 
rapid assessment conducted by the 
Department of Urban Development 
and Building Construction (DUBC) 
to evaluate the habitability of building 
structures shows that 81% of the 
apartments in Kathmandu Valley are 
unsuitable for living. Of the 41 high 
rise apartment building assessed so far, 
only eight are habitable.

The department is using a three-colored 
system to ascertain the habitability 
of a structure damaged during the 
earthquake. Green is used to identify 
structures that pose no hazard and are 
fit to use without any repairs. Yellow sig-
nifies those structures with certain degree 
of threat to life, thus in need of repair 
and reinforcement, whereas red identifies 
those structures that pose serious threat 
to human life and are not habitable. So 
far, 31 apartment buildings have received 
yellow placards and two apartments have 
been given red placards.59

Concessional loan: The Nepal Rastra 
Bank (NRB) has introduced a zero 
per cent refinance facility for Banks 
and Financial Institutions (BFIs) to 

provide low interest loans to home 
owners whose houses were ravaged 
by the earthquake. The guideline on 
concessional home loan introduced by 
the NRB paves way for home owners 
whose houses have become uninhab-
itable to acquire credit at a maximum 
annual interest rate of 2%.60

The home loan amount has been capped 
at NPR 2.5 million (USD 24,813) per 
damaged house within the Kathmandu 
valley and NPR 1.5 million (USD 
14,888) for outside the Valley. It is 
estimated that banking and financial 
Institutions will have to shell out 
approximately NPR 45.25 billion (USD 
449.13 million) if 25% of damaged 
house owners within the Kathmandu 
valley apply for the concessional home 
loan facility and around NPR 64.25 
billion (USD 638.7 million) if 10% of 
house owners outside the valley seek the 
concessional loan.

For the beneficiaries to avail of the 
loan, a recommendation letter for 
their respective village development 
committees, municipality or other 
local government agencies is required. 
The concessional loan scheme is not 
available for commercial buildings 
destroyed by the earthquake. 

Diminishing Collaterals:  Following the 
devastating earthquake that destroyed 
over half a million houses and par-
tially damaged over 250,000 houses, 
BFIs fear a considerable decrease in the 
value of the property put as collateral 
which may not cover the size of the 
loans, posing high risk to the BFIs. As 
per NRB, 59% of the total BFI loans 
were secured against collateral of land 
and buildings during the first eight 
months of the current fiscal year. Land 

and houses worth NPR 769.62 billion 
(USD 7.64 billion) have been collater-
alized against the total lending of NPR 
1.29 trillion (USD 12.8 billion)61. 

Construction bans: The government 
has put restriction on the approval and 
construction of houses above two stories, 
including the ground floor, till the end of 
the current fiscal year62. While directing 
local authorities to stop construction of 
buildings whose designs were approved 
prior to the earthquake, the Ministry 
of Local Development has also made it 
clear that no building permission will be 
issue until it comes with a new building 
code. The decision comes after numerous 
multi-storied buildings collapsed during 
the April 25 earthquake and its sub-
sequent aftershocks.

 REMITTANCE 

There has been a massive rise in remittance 
inflow following the April 25 earthquake. 
The surge has been attributed to migrant 
workers sending money to rebuild their 
houses damaged during the quake. 
Remittance inflow rose by 7.1% during mid-
April as compared to a 4% increase during 
mid-March.63Exemption of service charge 
by banks and remittance companies for 
a month following the earthquake also 
encouraged migrant workers to send money 
home through formal channels, leading to a 
slowdown in smuggling of gold. The central 
bank has been blaming the use of remittance 
in gold smuggling as one of the reasons for 
slow remittance growth this fiscal. 

High impact of Remittance on rural 
households: Remittance inflow makes 
a positive impact at the household 
level, raising its income and supporting 
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its demand for daily consumption, 
healthcare and education. In Nepal, 
remittance accounts for about a quarter 
of household income in Gorkha 
(27.8%), Dhading (24.7%), Lamjung 
(24.7%) and Sindhupalchowk (22%). 
The rest comes from agriculture 
and small scale business activities. 
Because there is a high dependence on 
remittance in rural households, it acts 
as an important source of income—or, 
at times, the only source—during times 
of emergency, as was the case during 
the recent earthquake. Though migrant 
workers remit more money back home 
immediately after such a shock, they 
often return to their villages to check 
up on their families and stay there 
for some time. During this period, 
remittance inflow decelerates, causing a 
huge impact not only on the household 
finances but also on national fiscal and 
external balances. 

Surge in remittance post earthquake: 
Remittance inflow increased by a mere 
2.9% to NRP 320.93 billion (USD 

3.1 billion) in the first seven months 
of the current fiscal year as compared 
to a 38.6% increase during the same 
period last fiscal. However, remittance 
inflow, which registered a growth rate of 
just 4% during mid- March, witnessed 
a huge improvement when it rose by 
7.1% to NRP 426.19 (USD 4.2 billion) 
during mid-April64, shown in table 
3. The central bank collected foreign 
exchange worth NPR 53 billion (USD 
0.52 billion) from commercial banks 
during this period against an average 
collection of NPR 30 billion (USD 0.29 
billion) in the previous month. 

Migration likely to rise in future: 
The recent earthquake is likely to 
cause more Nepalis to look abroad 
for employment opportunities. The 
picture still looks unclear as of now, but 
a highly probable scenario is that there 
will be a net increase in the number 
of migrant workers if reconstruction 
projects are slow to get off the ground, 
resulting in lack of job opportunities. 
Even though Nepalis working abroad 
have returned to rebuild the nation, 
they will eventually have to go back 
to their workplace, probably followed 
by a new wave of migrants. This will 
only add to the country’s increasing 
dependence on remittance.65

The number of Nepalis going abroad, 
as well as the amount of money they 
send back home has doubled in the last 
five years. Nepal receives close to 30% 
of its GDP through remittance, up 
from 12% in 2003.  The World Bank 
estimates that close to two million 
Nepalis currently work aboard.

Banks, remittance companies 
waive service charge: Following the 
exemption in service charge offered 
by several banks and remittance com-
panies post earthquake, remittance 
inflow through illegal channels has 
slowed down. There has been a growth 
of around 20% in remittance inflow 
through each company dealing with 
exchange of money. While daily inflow 
of remittance stood at USD 4 million 
(NPR 403 million) to USD 4.5 million 
(NPR 453.3 million) earlier, it has 
increased by USD 1 million (NPR 
100.7 million) since May 1. 

Some of the companies that waived the 
fee include UAE exchange, Xendpay, 
Modern Exchange, and Maybank.67 

Besides these, many other banks and 
remittance companies set special 
remittance fee aimed at assisting the 
Nepali community. Some banks and 
remittance company have extended 
their fee exemption till the end of June, 

Table 3: Changes in remittance (in NPR billions)

Particulars 2012/13 2013/14 2014/15 
P

Percent change dur-
ing nine months

9 Months Annual 9 Months Annual 9 Months 2013/14 2014/15 
P

Grants 24.7951 34.1805 35.3783 48.5198 26.5981 42.7% -24.8%

Workers' remittances 302.5816 434.5817 397.7989 543.2941 426.1899 31.5% 7.1%

Pensions 25.8622 35.3267 31.4996 41.3731 32.2384 21.8% 2.3%

 
Figure 3: Remittance as percentage of GDP

               Source: The World Bank
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whereas some are yet to announce their 
exemption expiry date.68

  TELECOMMUNICATION AND  
  MEDIA 

The total number of fixed line telephone sub-
scribers, which stood at 851,450 during mid-
January 2014, went down to 838,900 during 
mid-January 2015, registering a decline of 
1.5%. On the other hand, the total number 
of mobile phone subscribers increased to 
25,217,567 in January 2015 from 21,898,063 
during January 2014, showing a growth 

of 15%. The combined (fixed, mobile and 
others) tele-density as of mid-January 2015 
stood at 98.35%.69

Data and internet service penetration rates 
during January this fiscal year stood at 
38.78% as compared to 29.78% during 
mid-January 2014. The growth trend of voice 
telephone and data service penetration is 
depicted in Figure 4.

Nepal Telecom strategic partnership: 
Nepal Telecom’s plan to bring in a 
strategic partner by offering 30% stake 
has finally gained pace. The report sub-
mitted by the technical sub-committee 

appointed to carry out legal and pro-
cedural activities paves way for inviting 
Expression of Interest (EOI) for hiring 
an international consultant. The con-
sultant hired through the EOI shall 
be responsible for conducting Due 
Diligence Audit of potential strategic 
partners and scrutinizing documents 
during the tender process.70

NTA provides additional frequency: 
After the April 25 earthquake, Nepal 
Telecommunication Authority has 
been providing additional frequency 
of 4 MHz each in 900 MHz band to 
Nepal Telecom and Ncell to ease traffic 

Figure 4: Growth Trend of Voice Telephone and Data Penetration 

 

Source: Nepal Telecommunications Authority
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congestion in mobile networks. The 
mobile operators will be allowed to 
use the additional frequency until the 
situation gets normal. 

BTS tower woes: In the aftermath of 
the earthquake, home owners have 
filed complaints at Nepal Telecom 
Authority, the telecommunication reg-
ulatory body of Nepal, urging the gov-
ernment body to dismantle Base Trans-
ceiver Station (BTS) towers installed 
on their rooftops. The home owners 
fear the added weight of the towers on 
their rooftops leaves their homes more 
susceptible to earthquake damage. 
Around 90% of the BTS towers are 
installed on the roofs of buildings in 
the Kathmandu Valley due to lack of 
open spaces.71

Mobile number portability:  Nepal 
Telecommunication Authority (NTA) 
is planning to hire a consultant to for-
mulate a legal framework for Mobile 
Number Portability (MNP). Mobile 
number portability enables mobile 
users to switch over to any telecom 
company’s network without changing 
the existing mobile number. Though 
the concept of MNP was introduced 
five years back, NTA is yet to come 
up a guideline to regulate the MNP 
service.72

Idle RTDF funds: In the last 17 years, 
only 2.6% of the Rural Telecommuni-
cation Development Fund (RTDF) has 
been utilized. The RTDF was estab-
lished as per the provisions in Telecom-
munication Act 1997 to extend and 
improve telecommunication services in 
rural areas. To establish a mechanism 
to utilize the fund, Nepal Telecom 
Authority (NTA) has invited expression 
of interest to recommend NTA the 

plans and business models related to 
optic fiber expansion, mobile tower 
installation and taking broadband con-
nectivity to rural areas.73

TOURISM

Nepal’s tourism industry is struggling to 
overcome the challenges thrown at it by 
the earthquake of April 25. With interna-
tional tourists evacuating and incoming 
tourists cancelling their visit during the 
country’s peak tourist season, the sector 
is barely managing to stay afloat. Amidst 
this, the country’s tourism agencies are 
muddled with political interference and 
operating without senior leaders who 
either have resigned or are on suspension 
following corruption charges. Plans are 
being forged to rekindle the country’s 
tourism industry but this mammoth task 
requires dedicated leadership, financial 
resources and skilled manpower to restore 
the structures of historic and cultural 
importance, and rebuild key tourism infra-
structures.  

Fund for tourism recovery: The 
Tourism Recovery Committee (TRC) 
has called on domestic and interna-
tional tourism entrepreneurs, organi-
zations and donors to contribute to 
the Tourism Recovery Fund for the 
restoration of the monuments, cultural 
heritage and other tourism infra-
structures that had suffered damages 
in the April 25 earthquake. Nepal 
Tourism Board has contributed NPR 
100 million (USD 1 million) as seed 
money to the fund.74

The committee, led by the director 
general of Department of Tourism, 
was formed by the government in asso-

ciation with various tourism-related 
private sector associations. TRC is 
tasked with identifying short and long 
term works, along with providing 
necessary suggestions to government 
agencies for the speedy recovery of the 
tourism industry.75

Pokhara kick starts campaign to 
revive tourism: Pokhara Tourism 
Revival Committee has been formed 
by the tourism entrepreneurs in 
Pokhara to start a campaign to revive 
the tourism industry post-earthquake. 
In the aftermath of the earthquake, 
domestic tourists have refrained from 
travelling while international tourists 
are evacuating and cancelling their 
travel plans. The committee will be 
introducing schemes with discounts 
and will also be carrying out pub-
licity campaigns. The entrepreneurs 
want to communicate that tourist 
destinations, including Annapurna 
Trekking Route, Pokhara, Chitwan, 
Lumbini, Bandipur, Tansen, Dolpa, 
Rara, Mugu, Karnali and Bardiya, are 
still attractive and safe tourist desti-
nations.76

Arrival volume slips: According to 
Nepal Tourism Board statistics, tourist 
arrival to Nepal by air had dropped 
by 0.3% in 2014. After recording 
continuous growth in international 
tourist arrival since June 2009, this is 
the second consecutive year that arrival 
has declined. In 2013, arrivals had 
dropped 1.73% to 587,842, which has 
further declined to 585,981 in 2014. 
The blizzard and avalanche on the 
Annapurna Circuit during the peak 
season last November, the closure of 
casinos and issuance of travel advisory 
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by European Commission (EC) 
against flying Nepali airlines, all had 
a combined impact on the decline of 
visitors.77 Tourism arrival has been 
plummeting despite the astounding 
growth in Chinese tourist arrival wit-
nessing nearly 18% growth in 2014. 
However, Indian visitors are declining 
at an even greater rate of 35% during 
the same period mainly attributed to 
the closure of Casinos in Nepal.78

Summit Hotel acquired by CG, NE: 
Chaudhary Group and NE Group 
have purchased a 60% stake in the 
Kupondol based Summit Hotel. The 
joint investment from the two groups 
is being done with the objective to 
develop the hotel as an international-
class heritage hotel. Ravi Bhakta 
Shrestha, the vice chairman and 
managing director of NE Group, has 
said that if the need arises, they will 
be looking for a foreign partner to 
develop and expand the business in 
a phase-wise manner. The property 
that has been valued at NPR 850 
million (USD 8.8 million) is known 
as a Nepali-style hotel with Western 
comforts and had been run by a Dutch 
group Foundation Nepal Holland 
House since 1978.79

Google Earth Outreach Street views 
Khumbu: Google recently launched 
a virtual tour with 360-degree pan-
oramic images of the Everest Region. 
Google Earth Outreach partnered with 
local organizations StoryCycle and Apa 
Foundation to digitally represent the 
Everest Region on Google Maps. The 
viewers can now see the traverses sur-
rounding the Everest Region from the 
comfort of their homes. The team led 
by mountaineer Apa Sherpa trekked for 
10 days to capture indoor and outdoor 

snapshots which were post processed 
and stitched to provide a 360-degree 
view of the region. The 13-member 
crew was guided by the participation 
of 33 villagers who suggested places to 
add to the map. 

Khumbu region’s map on Google 
Street View display five villages—
Thame, Phortse, Namche Bazaar, 
Khumjung and Lukla. Each village can 
be navigated with zoom in provision 
on special attractions of that par-
ticular place. Besides allowing a non-
mountaineer to get a closer view of the 
base camp, the project is also expected 
to benefit the locals by digitally con-
necting them with potential tourists.80

TIMS mandatory for trekking: 
According to Nepal Tourism Board 
(NTB) and Trekking Agencies Asso-
ciation of Nepal (TAAN), foreign 
trekkers will now be required to get their 
Trekking Information Management 
System (TIMS) card for trekking in 
any area of Nepal. This change will 
come into effect after signing the 
MoU. Earlier provision made TIMS 
card mandatory only for trekking in 
Everest, Langtang and Annapurna 
Regions. The revenue collected from 
the issuance of TIMS is divided among 
NTB, TAAN and a joint fund of NTB 
and TAAN, each receiving 30% while 
the remaining 10% is deposited in 
the Workers Welfare Fund. TAAN is 
planning it levy a 100% penalty on 
trekkers who fail to produce a TIMS 
card.81

PATA targets Chinese tourists: The 
Pacific Asia Travel Association (PATA)’s 
Nepal Chapter, in collaboration with 
private players, has set a target of 
attracting 215,000 Chinese tourists 

to Nepal in 2015. It is anticipated 
that the increased frequency of flights 
from China to Nepal will greatly aid 
in increasing Chinese movement to 
Nepal. Currently there are 35 weekly 
flights scheduled to Nepal. This is 
anticipated to increase with the launch 
of Chengdu-based Sichuan Airlines 
and Nepal based Himalaya Airlines 
flights connecting Nepal to China.82

The Approved Destination Status 
(ADS) signed by the two countries 
in 2001 has boosted the inflow of 
Chinese tourist in the country. Nepal 
was the ninth country in the world to 
receive ADS with China. The number 
of Chinese tourists visiting Nepal was 
123,000 in 2013.83 The ambitious 
target, however, lies in jeopardy given 
the current scenario of damaged 
heritage sites and hiking trails at risk of 
landslides due to the recent earthquake. 

First paragliding accident: The first 
tandem paragliding accident in Pokhara 
left para pilot Chet Bahadur Neupane 
critically injured. Pilot Neupane’s glider 
collided with another paraglide over 
Khapaudi cliff in Pokhara. The pilot 
suffered fractures in the spine and limbs 
and bruises all over the body while the 
accompanying Chinese tourist got his 
arm fractured. Currently, up to 100,000 
people try paragliding at Pokhara. This 
event is bound to send negative message 
to potential tourists. According to 
Nepal Air-Sports Association, the risk 
of accidents has increased as the Civil 
Aviation Authority of Nepal randomly 
issued licenses to paragliding companies, 
crowding the airspace. In Pokhara’s para-
gliding history, seven solo pilots have so 
far lost their lives. This is the first time 
that tandem paragliders have met with 
an accident.84
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Renovation of Nepal Academy for 
MICE tourism: Nepal Tourism Board 
(NTB) has proposed to renovate and 
upgrade the Nepal Academy building 
and develop it as a Meeting, Incentive, 
Convention and Exhibition (MICE) 
center. The Nepal Academy, covering 50 
ropanis (25,436 square meters) of land, 
is located in the prime area of Kamaladi, 
Kathmandu, and has four halls that can 
accommodate a total of 1,266 people, 
besides offering sufficient space for gath-
erings and vehicle parking. NTB has 
estimated the total cost of refurbishing 
Nepal Academy will amount to NPR 
10 million (USD 103,885), which will 
include replacement of chairs, recon-
struction of stage and foyer, installment 
of elevators and construction of new 
toilets. The revamped Academy will be 
branded and marketed by NTB as a 
venue for big conferences and meetings. 
In the last fiscal, Nepal Academy gen-
erated a revenue of NPR 10.84 million 
(USD 10,480,000); hence, the addi-
tional investment can be paid back 
within six years at the rate of NPR 2 
million (USD 20,777) per year.85

More issues at NTB: A graft case has 
been filed by the Commission for the 
Investigation of Abuse of Authority 
(CIAA) against senior officials and 
board members of Nepal Tourism 
Board (NTB). CIAA has filed a graft 
case against all the directors, ten 
board members and four managers, 
resulting in the board having no 
directors and lacking senior level 
staff.86 The CIAA is seeking to 
recover NPR 810 million (USD 8.45 
million) from the 23 accused. 

An emergency meeting was called for 
the remaining board members to find 
a solution for the current situation. 

The board has decided to form a five 
member sub-committee to carry out 
the day-to-day activities in the absence 
of top executives. The sub-committee 
has been formed under Rajendra 
Sapkota, board member from private 
sector, as an interim measure to fill the 
void at NTB. There are two members 
representing the government sector. 
Once approved, the sub-committee 
will recommend the number of people 
required to manage the ongoing under-
staffing crisis at the board.87

National tourism institutes sans lead-
ership: Due to political interference, 
major tourism institutes are operating 
with vacant leadership positions. 
The senior officials in Nepal Airlines 
Corporation (NAC), Nepal Tourism 
Board (NTB), and the Civil Aviation 
Authority of Nepal (CAAN) have either 
resigned, are facing corruption charges 
or bureaucratic hurdles. The high 
level of political interference in these 
agencies has resulted in uncertainty 
over whom or when new appointments 
will be made to fill the vacuum. 

In NTB, ten executives including two 
senior directors, two directors and four 
managers were suspended after a cor-
ruption case was filed in the CIAA. The 
Director General of CAAN, Ratish 
Chandra Lal Suman, has also been 
implicated in the NTB case as he holds 
a seat on NTB board. This has resulted 
in leadership vacuum in CAAN as 
well affecting the daily operations 
of the country’s civil aviation. The 
NAC leadership position is also lying 
vacant after the resignation of Madan 
Kharel as the managing director under 
immense pressure. On a positive note, 
the Chairman of Public Enterprises 
Board, Bimal Wagle, has said that the 

Supreme Court has cleared the way for 
the board to appoint the chief at public 
enterprises.88

Number of Nepali vacationing abroad 
increases: The number of Nepali going 
on vacations during the New Year has 
increased. Previously, people used to 
travel during the Dashain holidays but 
now since the children have longer 
winter holidays, the trend has shifted 
to the period in New Year. To make it 
easier for people to choose their holiday 
destinations, tour operators are offering 
attractive and affordable tour packages 
to countries like Thailand, Malaysia 
and Singapore during the New Year 
period. The offers by local companies 
are being complemented by discounted 
ticket fares from international airlines 
during the New Year, making the tour 
packages more affordable.89

Rupakot Village turns into tourist 
spot: The establishment and operation 
of Rupakot Resort has revived the 
village of Rupakot which once was a 
neglected village consisting of only 
elderly people and children as the 
youth migrated to cities and abroad 
for better job prospects. The resort—
opened by Pushpa Adhikari, a non-
resident Nepali based in Belgium, in 
November 2012—offers hiking tours 
from Pokhara to the village. Plans are 
on to convert the resort, which cur-
rently has 42 guest rooms, into a five-
star hotel.90

Chitwan Hotel protests against police 
excesses: Hoteliers affiliated to the 
Hotel Entrepreneurs Association, 
Chitwan, had shut down their hotels, 
lodges and restaurants protesting the 
arrest of 49 hotel owners and guest on 
charges of promoting illicit activities. 
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On February 21, police had raided 
more than 100 hotels in Naraynagadh 
and Bharatpur. The hoteliers alleged 
that the police had arrested even a 
husband and wife on the charge of 
being involved in flesh trade, thereby 
ruining their business.91 The agitating 
entrepreneurs withdrew their protest 
after reaching an 18-points agreement 
with the police and administration.92 

Agricultural productivity is generally low in a developing country 

like Nepal that primarily depends on rain-fed agriculture. After 

the 7.8 earthquake hit Nepal, output of this sector is anticipated 

to drop significantly, leading to potential food security problems. 

Agriculture land may not have been severely affected by the earth-

quake but agriculture labor, inputs, markets and infrastructures 

such as irrigation systems, drainage canals, and roads have suf-

fered damages. Commercialization of agriculture is necessary for 

the agriculture sector to be productive and to achieve high growth 

rate in the economy however, with the damage of agriculture labor, 

input and markets, the sector doesn’t look to succeed in it. 

The devastation left behind by the recent earthquake poses sev-

eral challenges to the education sector. Just when Nepal had 

begun to make measureable advancements in education with 

achievements such as gender parity, increase in school retention 

rate of adolescents graduating from lower secondary schools in 

rural areas, and a decrease in pupil per teacher ratio, the damage 

suffered by the sector during the quake threatens to undo years 

of hard work. The infrastructure damage has been huge with over 

6,902 schools damaged in 45 districts. 

Meanwhile, in the energy sector, after nearly two dozen hydropower 

plants—which is Nepal’s chief source of electricity generation—

suffered damages during the 7.8 magnitude earthquake, the 

country’s already strained energy sector has received a massive 

blow to its power production capabilities. As far as repairing the 

damaged infrastructure is concerned, more challenges lie ahead 

for the sector as constant aftershocks coupled with the monsoon 

rains continue offsetting landslides in areas already affected by 

the earthquake, hampering repair works.

With the international community pitching in to support Nepal in 

its earthquake relief and reconstruction efforts, the country has 

received foreign aid of up to NPR 9 billion (USD 89 million) as 

of April 25, and outstanding pledges of NPR 916 million (USD 9 

million). Last fiscal, the foreign aid received by Nepal was NPR 

1 trillion (USD 10.6 billion). While there has been a significant 

increase in foreign aid, the concern should now be on how effi-

ciently these funds are allocated.

In the health sector, achievements made by the country over the 

years may be undone by the health infrastructure damage caused 

by the Nepal earthquake, putting vital health care services out of 

reach of many earthquake survivors. Prior to the disaster, Nepal 

had been successful in meeting its Millennium Development Goals 

in terms of improving maternal health and reducing its maternal and 

child mortality rate. The country had also successfully narrowed 

the rural-urban gap in skilled care during childbirth. However, the 

collapse of 139 birthing centers and obstetric care facilities means 

that health workers now lack the infrastructure required to provide 

reproductive health care services smoothly.

The extent of damages caused by the earthquake to hydropower 

projects will surely make “Ujyalo Nepal”, the government’s plan 

to end power shortage within the next three years, impossible. 

Besides, the damages to hydropower projects could have a last-

ing impact on the manufacturing industries owing to the rising 

fuel costs to meet energy requirements. Despite the inadequacy 

of infrastructure at the Tribhuwan International Airport, the Air 
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Traffic Control handled numerous flights beyond its capacity. 

The earthquake has made us realize the importance of a second 

international airport with better quality runways and infrastructure 

capable of handling larger number of heavy planes, and with sepa-

rate cargo loading and unloading areas. 

Even as the manufacturing and trade sector continues to tackle 

with widening trade deficit given the depleting exports and increas-

ing imports, the government is yet to come up with clear policies 

that support domestic production and export. The government is 

unlikely to achieve its target of exporting goods worth NPR 100 

billion (USD 0.99 billion) as the April 25 Earthquake has halted 

key industrial production for over a month. The slowdown of trade 

activities during the earthquake and the anticipated obstruction in 

trade due to road blockages during the monsoon is set to further 

deplete exports and trigger larger imports. Moreover, a sharper 

rise in import can be anticipated with the country moving towards 

reconstruction and rebuilding. In this scenario, the revival of man-

ufacturing and trade sector will be crucial in getting the country’s 

economy back on track.

In the real estate sector, the scale of damages during the recent 

earthquake has raised serious doubts about the quality of con-

struction and developers adherence to National Building Norms. 

It is anticipated that the sale of apartment will decline in the near 

future. The NRB had introduced the 2% concessional home loan 

scheme during approval of building designs, which has now been 

suspended till the end of this fiscal year. Similarly, strong finan-

cial aftershocks will be felt by the BFIs which could impact their 

profitability unless NRB intervenes to ease the situation. Cur-

rently BFIs are required to make 100% provisioning of loans after 

three months if any borrower delays regular debt servicing. The 

provisioning norm also makes it difficult for BFIs to restructure 

defaulting real estate loans. 

Post earthquake, rentals for residential as well as commer-

cial office spaces are expected to move northward as a result 

of shortage of tenantable building spaces. In the short run, the 

sector could witness increased demand for small plots of resi-

dential spaces outside Ring Road areas of the Kathmandu valley 

primarily on account of damaged homes and increased demand 

for open space. Similarly, in core city areas, land transaction may 

witness stagnation and price correction primarily on account of 

implementation of strict building codes. The new buildings codes 

may demand for greater open spaces (setback areas) and specific 

construction technologies. This may not justify the land and con-

struction cost against the return on investment.

The Remittance sector has surged in times of crisis. A World Bank 

Study of 2009 shows that remittances typically increase after a 

natural calamity hits an overseas worker’s home nation. Migrant 

remittance flows increase in the aftermath of natural disasters, 

macroeconomic or financial crises, and act as a safety net for 

households that have migrants abroad, the study points out. This 

will be key to rebuilding Nepal’s economy. The number of youths 

going abroad may have come down following the earthquake; how-

ever, it is likely that the economy will see a new wave of migrants 

seeking employment opportunities overseas, along with those 

who have come back to reconstruct their homes but will soon be 

required to return to their workplace. 

Following a large scale disaster, efficient telecommunication plays 

a vital role in rescue and relief operations, besides providing huge 

relief to the people who desperately want to connect with their 

families and friends. This was proved during the recent 7.8 mag-

nitude earthquake and its subsequent aftershocks that shook the 

nation. While various telecom operators managed to keep the 

phone lines working to a large extent, it has become more evident 

than ever that  the country’s telecom sector needs to be prepared 

for the eventuality of a major disaster, and to keep communication 

up and running regardless of the situation. 

Meanwhile, with public pressure mounting on the dismantling 

of rooftop BTS towers, the telecommunication sector could 

soon witness infrastructure sharing between telecom opera-

tors.  Infrastructure sharing not just minimizes the risk posed by 

these rooftop towers; it also helps telecommunication operators 

decrease service charges. Besides, infrastructure sharing will 

facilitate rebuilding of telecom infrastructures in areas which are 

not deemed commercially viable. If one telecom company rebuilds 

necessary infrastructure in such an area and inks infrastructure 

sharing agreement with other firms, it would bring down the invest-

ment cost significantly.

Nepal’s tourism industry has hit a major roadblock following the 

earthquake. Tourism came to a standstill for more than a month and 

its revival is expected to take some time. This year’s tourism sea-

son came to an unprecedented halt even before the season took 

off.  The arrival number can be expected to decline sharply and the 

contribution of tourism to national GDP will also decline given that 

the earthquake occurred during the peak summer tourist season. 

The immediate focus now should be on the appointment of key 

personnel to get the country’s tourism agencies fully functional. 

This should be complemented by concrete plans to restore, revive 

and reestablish the industry in a sustainable manner. Government 

and private sector should work in tandem to get the reconstruction 

work up to speed and prepare the country for the tourism season 

starting September.
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Nepal’s economy came to a standstill after the 7.8 magnitude earthquake hit the country on April 25, 2015, 

with estimated economic losses of NPR 200 billion (USD 1.98 billion), one third of Nepal’s GDP. With 59 of 

75 districts affected and 11 severely impacted, the effects of the earthquake have been enormous. The country, 

before the earthquake, was not only aiming for higher economic growth but was also tracking the next generation 

of economic reforms and revising polices and acts. The earthquake has derailed the process, with focus now 

shifting to rehabilitation. While the government is working towards recovery and rebuilding, support from the 

private sector and the development and international communities is also essential. 

The Road Ahead

AGRICULTURE

While agricultural land was not severely 
affected by the earthquake, the damage 
to local infrastructures and irrigation 
systems has had a significant impact 
on the sector. There has been dis-
ruption in the agriculture sector, with 
farmers being unable to prepare fields 
for sowing and the harvesting season 
approaching soon. Livestock farming 
has also suffered colossal damages as 
domesticated and commercial farmed 
livestock have perished. Additionally, 
the damages to roads, distribution 
centers and agro vets could also poten-
tially have implications in terms of 
food security. With changes in the 

geological structure, the monsoons are 
also expected to trigger landslides in 
hilly areas. 

According to the Ministry of Agri-
cultural Department, the losses 
incurred by the sector amounts to NPR 
10 billion (USD 99 million). Losses of 
food stocks alone stood at NPR 8.11 
billion (USD 80.55 million). Similarly, 
livestock losses amount to NPR 887.5 
million (USD 8.8 million).The output 
of rice and maize is also expected to 
decrease as the affected districts con-
tribute approximately 9.3% and 18.1% 
of the total national output.

Since the agriculture sector employs 
33.7% of the total population, and 
about 70% of the quake affected popu-
lation, damages to the sector is likely to 
have a serious impact on employment 
within the country. Transportation 
and infrastructural damages are also 
expected to limit internal trade and 
have negative impact on food prices. 
Likewise, with internal production 
of food likely to decline, an increased 
dependency on imported food is 
expected eventually leading to rise in 
food prices. While the Ministry of Agri-
cultural Development has determined 
that there is a sufficient food balance 
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to meet the extra demand, the biggest 
challenge remains effective distribution 
through proper distribution channels.

Timely interventions are essential in 
order to build the resilience of the 
agriculture sector which contributes 
35% to the GDP. The government will 
need to implement special programs to 
support agricultural programs in order 
to respond to the crisis caused by the 
earthquake and address food security. 
Policies for input distribution and 
seed and fertilizer distribution should 
be developed along with restoration of 
infrastructures through proper mobili-
zation of funds.

EDUCATION

Schools in Nepal closed down following 
the earthquake with classes resuming 
only on May 31, 2015. The earthquake 
has had a big impact on the infra-
structure of educational institutions, 
which require proper evaluation before 
resuming full scale operations. Addi-
tionally, with an estimated 2.8 million 
people displaced, teachers and students 
have been unable to return to normal 
lives, particularly in rural areas. Dis-
placement also means a potential 
shortage of labor for rebuilding of 
educational infrastructures in affected 
areas. 

According to the Department of Edu-
cation, over 3,552 schools in 14 dis-
tricts have been damaged. Urgent 

action is,therefore, required to develop 
temporary learning facilities and repair 
damages to permanent ones. The dis-
placement and frequency of aftershocks 
have left many children traumatized; 
this should also be taken into consid-
eration to help students overcome the 
potential psychological impacts. With 
Nepal just having made measureable 
advancements in the education sector, 
with achievements such as gender 
parity, increase in school retention rate 
of adolescents, graduation from lower 
secondary schools in rural areas, and a 
decrease in pupil per teacher ratio, the 
damage suffered by the sector during 
the quake threatens to undo years of 
hard work. 

Rebuilding schools and lives of school 
children will thus be one of the 
foremost challenges. Investment will 
not only be required on infrastructure 
but also on psychosocial counseling to 
ensure that children are able to cope 
with the trauma and resume with their 
lives. The process of rebuilding schools 
should also consider strengthening 
their structures, having adequate water 
storage, solar power back up and open 
area to accommodate people in case 
of other natural or human induced 
disasters.

ENERGY

The power sector was badly hit by the 
earthquake with over 23 hydropower 
projects damaged, according to the 

Independent Power Producers Asso-
ciation of Nepal and Nepal Elec-
tricity Authority. The earthquake that 
triggered rockfall and landslides in 
various areas, damaged projects with an 
installed capacity of up to 176.88MW, 
dealt a significant blow to the country’s 
power generation capacities. The 
damage to operational hydropower 
plants as well as projects under devel-
opment has shaken investor con-
fidence which could potentially lead 
to increased costs for new hydropower 
projects, as Nepal now has high natural 
calamity risk in addition to political 
risk. Additionally, risk premium is likely 
to rise with investors and insurance 
agents getting more cautious.

While power lines were cut off fol-
lowing the earthquake, restoration was 
quick in the capital city, with certain 
areas having electricity restored within 
a few days. The same cannot be said for 
the rural areas which had no connection 
to the national grid. Solar power 
proved to be pivotal during this time 
of crisis and was particularly helpful 
in charging phones and ensuring con-
nectivity not only locally but also 
globally. Post-earthquake, small solar 
home systems have been particularly 
in demand.These 10 watt solar power 
bank scan power three light bulbs and 
charge two electronic mobile devices 
via its USB ports, and operate for up 
to eight hours. A few organizations are 
also working towards developing solar 
generated community energy points, 
whereby up to 10 households can share 
a more powerful solar power system. 



32 | DOCKING NEPAL’S ECONOMIC ANALYSIS 

Review

The country’s already strained energy 
sector has been dealt a massive blow 
by the earthquake, which is likely to 
further hamper rebuilding efforts. 
Major challenges lie ahead in terms 
of repairing the damaged hydro infra-
structure, and increases in cost of 
energy is also unlikely to help. Hence, 
the use of interim diesel plants for the 
reconstruction process should also be 
considered. 

FOREIGN AID

Nepal received overwhelming support 
from the international community 
with over NPR 79 billion (USD 784 
million) being pledged by the interna-
tional community in aid commitments 
for disaster relief and rehabilitation 
work. This figure is expected to increase 
following the International Conference 
on Nepal’s Reconstruction to be held 
on June 25, 2015.

Given the encouraging response from 
the international community, cred-
ibility of government institutions 
becomes more important than ever. 
However, with government cred-
ibility at an all-time low, most of 
the initial aid to the country was 
channeled through different interna-
tional agencies rather than the gov-
ernment. With an influx of relief and 
rehabilitation oriented organizations 
entering the country and establishing 
operations, it is essential for agencies 
channeling aid to keep overhead costs 
at a minimum. A higher policing of 

Figure 5: Foreign Assistance pledged by countries following the earthquake 

 

Source: List of all humanitarian pledges, commitments & contributions in 2015  as of June 24, 2015, UNOCHA

Figure 6: Foreign Assistance pledged by organizations following the earthquake

Source: List of all humanitarian pledges, commitments & contributions in 2015  as of June 24, 2015, UNOCHA
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aid is also necessary to ensure that 
none of these funds are misappro-
priated. 

It is also essential to put transparency 
measures in place for governmental and 
donor accountability. While there has 
been a significant increase in foreign 
aid, concern should now be placed 
on how efficiently these funds are 
allocated. It is also essential to ensure 
that aid be balanced with investments 
for most effective impact.

HEALTH

According to the Post Disaster Needs 
Assessment findings, 19% and 23% 
of the total public health facilities in 
Nepal are located in highly and mod-
erately affected districts, of which a 
total of 446 public health facilities sus-
tained damages, putting vital health 
care services out of reach of many 
earthquake survivors. The earthquake 
left over 9,000 people dead and over 
25,000 injured.

Additionally, survivors faced threat 
of disease outbreaks due to severe 
shortages of clean water and toilets. 
With many people living out in open 
spaces, there is an increased risk of 
diseases spreading. With the monsoon 
season here, the speed at which disease 
spread is also expected to accelerate. 
Diarrhea, respiratory diseases and 
measles outbreak were some of the 
main concerns for health experts in the 
aftermath of the earthquake. 

The United Nations Population 
Fund estimates that of the 2 million 
women of reproductive age affected 
by the disaster, 126,000 pregnant 
women were in urgent need of health 
services. A lot of compromises have 
been seen in terms of access to repro-
ductive health services. Medical 
supplies are severely depleted which 
has also affected the proportion of 
safe deliveries. Prior to the disaster, 
Nepal had been successful in meeting 
its Millennium Development Goals in 
terms of improving maternal health 
and reducing its maternal and child 
mortality rate. The country had also 
successfully narrowed the rural-urban 
gap in skilled care during childbirth. 
However, the collapse of 139 birthing 
centers and obstetric care facilities 
means that health workers now lack 
the infrastructure required to provide 
reproductive health care services 
smoothly.

There has been a lot of effort from 
local health service organizations as 
well as international medical teams in 
attending to the needs of the affected 
population. The psychological impact 
of the earthquake has also been far 
reaching, with survivors reporting a 
constant feeling of anxiety, depression, 
sleeplessness and flashbacks. Various 
international organizations and 
individual counselors have also 
come in to help people undergoing 
trauma. However, with health and 
medical infrastructure still relatively 
unsteady, tremendous investment will 
be required for repairing damaged 
structures. 

INFRASTRUCTURE

The damage to infrastructure has 
been far reaching. IHS Global insight 
estimates that rebuilding homes, roads 
and bridges could cost USD 5 billion 
(NPR 503.6 billion) or more. This 
is about a quarter of the country’s 
GDP, which currently stands at USD 
19.2 million. While major highways 
and bridges connecting districts were 
not affected by the earthquake, road 
network in remote districts have 
been severely disrupted by landslides, 
making transport of relief materials dif-
ficult. The situation is likely to worsen 
with the upcoming monsoons.

Preliminary assessment of damages to 
power plants reveals that three Nepal 
Electricity Authority (NEA) power 
plants with a combined capacity of 
48MW and 15 Independent Power 
Producers (IPPs) owned power plants 
with a total capacity of 123MW were 
physically damaged resulting in power 
outage of 171MW. The damages to 
hydropower projects could have a 
lasting impact on the manufacturing 
industries owing to the rising fuel costs 
to meet energy requirements. This 
could mean several years of reduced 
energy supply for the country.  As a 
result manufacturing industries may be 
severely affected with rising fuel costs 
to meet energy requirement.

Despite the inadequacy of infra-
structure at the Tribhuwan Interna-
tional Airport, the Air Traffic Control 
handled numerous flights beyond its 
capacity. The earthquake has made 
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us realize the importance of a second 
international airport with better 
quality runways and infrastructure 
capable of handling larger number of 
heavy planes, and with separate cargo 
loading and unloading areas. 

Rebuilding infrastructure will be a big 
challenge. Efforts of government insti-
tutions, international and local non-
government organizations, and other 
stakeholders must be coordinated to 
facilitate the rebuilding process and 
avoid over lapping of efforts between 
the various stakeholders. Government 
procurement acts and policies will have 
to be reviewed in light of the earthquake 
to avoid delays caused due to political 
interferences and bureaucracy. A sus-
tained political will is required to make 
sound infrastructure investments. The 
destruction of infrastructure provides 
an opportunity to plan afresh better 
infrastructure. Public-Private-People 
partnership projects must be initiated 
post disaster for reconstruction aimed 
at combining and maximizing the 
advantages and benefits of including 
people through sustainable partnership 
to achieve better planned, executed and 
sustainable reconstruction.

MANUFACTURING AND TRADE

With districts housing core manu-
facturing corridors being relatively 
unharmed, the industry is expected to 
take off, especially with the rebuilding 
of damaged public and private infra-
structure. In the immediate aftermath 

of the earthquake, overall industrial 
production was cut by over 50% as 
workers remained in fear of another 
earthquake. Meanwhile, industrial 
plants for multinational firms such as 
Coca-Cola broadly halted their oper-
ations to assess structural damages and 
account the impact on staff. The halt in 
production in these industries is bound 
to have economic repercussions.

 As the country relies heavily on tourism 
for foreign exchange—a sector which 
has been hit hard by the earthquake—
Nepal’s already large trade deficit is 
expected to widen. With the tourist 
season coming to an abrupt halt, the 
foreign exchange earnings are likely to 
slump. With road networks across the 
country affected by the earthquake, 
obstructions were seen in import and 
export routes, mainly the Araniko 
Highway—the lifeline of Nepal-
China trade. Export to China, which 
had earlier been witnessing a growing 
trend, has now registered a slump with 
the obstruction of trade routes. 

Petroleum will continue to be the 
top imported product mainly due to 
increased air traffic post-earthquake 
and rescue operations that followed. 
Furthermore, MS Billet, a core item for 
construction, will also be among the 
top imported product as the country 
will now shift to reconstruction and 
rebuilding mode. Exports are unlikely 
to take off any time soon and major 
investments in hydro power plants are 
likely to be put on hold. Zinc sheets, 
which was earlier one of the top three 
items exported to India, is now in 

high demand locally. The government 
is, therefore, mulling over the idea of 
levying a temporary ban on export of 
galvanized zinc sheets.

The Government of Nepal’s revenue 
targets for the year will be difficult to 
meet as two custom points have been 
closed due to damages, in addition 
to the overall slowdown in import 
export which has also brought down 
collections at other custom points.
The International Monetary Fund has 
shown willingness to provide Nepal 
with balance-of-payment support to 
ensure the country’s economic sta-
bility during this time of turmoil. 
Asian Development Bank has also 
expanded its Trade Finance Program 
in Nepal by an additional NPR 4.03 
billion (USD 40 million). This facility 
is expected to remove financial con-
straints for companies to access funds 
for emergency assistance, rehabili-
tation and reconstruction. It also pri-
oritizes imports of basic commodities 
like food and medicine and also com-
modities related to reconstruction.  

Even as the manufacturing and 
trade sector continues to tackle with 
a widening trade deficit given the 
depleting exports and increasing 
imports, the government is yet to come 
up with clear policies that support 
domestic production and export. With 
problems of power compounded by 
the earthquake, the manufacturing 
sector is expected to take a long time to 
recover. The rebuilding phase will see 
an increase in imports of materials as 
additional funds are pumped in. More 



Review

NEFPORT ISSUE 21 – JULY 2015 |  35

DOCKING NEPAL’S ECONOMIC ANALYSIS 

financing will also be made available 
by international multilateral agencies 
to help banks provide more credit 
lines and limits to facilitate trade and 
financing contracts.

REAL ESTATE

The real estate sector, which was on 
a path to recovery after five years of 
slowdown, has also been hit hard. The 
damages and destruction of apartment 
buildings and houses caused by the 
earthquake has had a negative impact 
on the sector as a whole. The dev-
astating earthquake is estimated to 
have caused damages and loss worth 
NPR 350 billion (USD 3.5 billion). 
The cost of recovery is estimated 
at NPR 313.65billion (USD 3.13 
billion). With over NPR 250 billion 
(USD 2.5 billion) invested in the real 
estate sector, developers are likely to 
face the downward spiral of the sector 
once again.

The sector is likely to witness an 
upward demand trend for residential as 
well as commercial office space. With 
thousands of dilapidated buildings, the 
valley is experiencing an acute shortage 
of housing and commercial space. In 
the short run, the supply and demand 
pressures can lead to increasing house 
prices, rental inflation and could 
potentially hinder the rebuilding 
progress. The fragility of apartment 
buildings and residential complexes in 
particular have made buyers weary in 
regard to the quality and safety of these 

structures. A shift in the demand from 
apartment complexes to standalone 
homes and small plots are expected.

The credibility of developers has 
been well tested during this calamity. 
With many residential complexes and 
apartments severely damaged, many 
developers face reputational risk, 
whereas developers whose projects have 
weathered the earthquake will gain 
more credibility. This is a challenging 
time for developers as the demand for 
affordable and safe housing escalates 
particularly when land has been pur-
chased at exorbitant prices.  

The earthquake has revealed the 
importance of public/community 
spaces as hundreds of people found 
safety and refuge in these limited 
spaces. As the country moves into the 
rebuilding phase, it is expected that 
more emphasis will be laid on pre-
serving and expanding such places.

REMITTANCE

Remittance inflow, which registered a 
growth rate of just 4% in mid-March, 
witnessed a huge improvement post-
earthquake rising by 7.1% to NPR 
426.19 billion (USD 4.2 billion) in 
mid-May. The central bank collected 
foreign exchange worth NPR 53 
billion (USD 0.52 billion) from com-
mercial banks during the earthquake 
period against an average collection of 
NPR 30 billion (USD 0.29 billion) in 
the previous month.

With reconstruction a priority, the 
country is expected to receive an 
influx of workers. Restoration and 
rebuilding of the affected areas will 
require thousands of skilled and semi-
skilled workers. Creation of jobs at 
this point of time will be very crucial. 
Additionally, there is high probability 
of migration increasing following the 
earthquake as the youth go in search 
of better income opportunities, par-
ticularly if reconstruction projects 
are slow to take off. This is expected 
to increase the country’s dependence 
on remittance, meanwhile also 
changing the pattern of how remit-
tances are used. At present, nearly 
80% of remittance income is used for 
household necessities, a large portion 
of which will now be directed towards 
reconstruction.

Remittance inflow through illegal 
channels has slowed down fol-
lowing the exemption in service 
charge offered by several banks 
and remittance companies post-
earthquake. While daily inflow of 
remittance was NPR 403–435.3 
million (USD 4–4.5 million) earlier, 
it has increased by NPR 100.7 
million (USD 1 million) since May. 

After the disastrous earthquake, remit-
tances to Nepal increased by more 
than 25% in May compared to the 
previous month. A surge in remittance 
is always seen after a natural disaster. 
The key to rebuilding Nepal’s economy 
is remittance and this being obvious, 
many remittance companies and banks 
have waived service charges. 
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On the other hand, remittance flow 
can be expected to increase with 
migrant workers sending in more funds 
for reconstruction and rehabilitation of 
families. The anticipated increase in 
workers’ remittance will contribute to 
keep the current account in surplus. 
However, with the downgrade of fore-
casted economic growth to 4.2%, it 
can be anticipated that the surplus 
levels will decline.

INFORMATION AND 
COMMUNICATION TECHNOLOGY 

There was a major influx in phone usage 
immediately after the earthquake. 
Telecom operators blocked calls to 
insure critical connections, such as 
those used by emergency services, could 
be made. This led to people switching 
to alternative communication systems 
like social media, instant messaging 
and Voice Over Internet Protocol to 
connect with friends and family. This 
instantly made social media and text 
messaging platforms such as Viber, 
Whatsapp and Skype the platform for 
information dissemination.

Various communication platforms 
facilitated communication by pro-
viding free services. One such initiative 
was the free phone services provided 
by Nepal Telecom, and free messaging 
services provided by Ncell. Some of 
the other initiatives undertaken were 
those provided by Viber and Skype. 

Information and Communication 
Technology (ICT) not only allowed 

people to interact but also provided a 
platform for organizing resources and in 
mobilizing rescue and relief operations 
by identifying areas, communities and 
individuals who needed assistance.
The work done by the open source 
software community and volunteer 
technologists filled gaps in Nepal’s 
outdated and incomplete spatial data 
infrastructure, and provided accurate 
and current information on human 
and physical geography. The extensive 
use of ICT has enhanced people’s 
solidarity, meanwhile also garnering 
international support and generating 
worldwide humanitarian assistance. 

ICT also immediately assisted fun-
draising by allowing the global com-
munity to donate online for Nepal’s 
recovery. Nepalis abroad used various 
crowd sourcing sites to raise funds in 
addition to the direct funds coming 
in to local and international NGOs, 
from those that did not have access 
to sending funds any other way. With 
shortage of helicopters, Unmanned 
Aerial Vehicles (UAV or Drones) 
played an important role in assessing 
the devastation of the earthquake. The 
drones captured raw footage of the 
destruction within the valley and rural 
parts of the country allowing rescue 
workers and manned helicopters to 
mobilize rescue missions. 

If any one sector has really 
been pushed to innovate by the 
earthquake, it is the ICT sector. We 
will continue to see more innovation 
as the role of technology in relief, 
rescue and reconstruction has been 
greatly appreciated and understood. 

With Nepal having almost a 100% 
penetration of telephone services and 
40% penetration of internet services, 
the opportunities for growth of 
e-commerce are many.

TOURISM

The tourism season was brought to 
an abrupt halt with the earthquake 
occurring right in the middle of 
Nepal’s spring trekking season.  Nepal’s 
key tourism products, including 
UNESCO world heritage sites—Bas-
antapur Durbar Square, Patan Durbar 
Square, Bhaktapur Durbar Square, 
Swayambhu Nath and Boudha Nath, 
have all seen major damages. Fur-
thermore, various popular trekking 
areas have also faced severe damages, 
all of which will require substantial 
time and money to rebuild and re-
establish. Additionally, trekking routes 
face further damages with the threat of 
landslides. Department of Archaeology 
has estimated that over 700 heritages-
monuments were destroyed. 

There are, however,various other 
trekking routes and tourist desti-
nations which have not witnessed 
major damages and are fully capable 
of hosting tourists. The same goes for 
certain ancient heritage structures 
which still stand intact. While many 
of these heritage sites cannot be visited 
anytime soon, it is heartening to know 
that numerous structures remain 
unharmed and only 15% of tourist 
destinations in the country have been 
affected by the earthquake. The gov-
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ernment has reopened five of the seven 
UNESCO world heritage sites to the 
public, including Bhaktapur Durbar 
Square, Kathmandu Durbar Square, 
Patan Durbar Square, Pashupatinath 
temple and Bouddhanath stupa.  

Nepal’s high end trekking tourism was 
badly hit last season due to the Everest 
Avalanche. The earthquake triggered 
yet another avalanche killing 19 
people, bringing the climbing season 
to an unprecedented end. The gov-
ernment earns approximately NPR 352 
million (USD 3.5 million) in climbing 
fees from Everest alone. World Travel 
and Tourism Council data shows that 

Nepal’s tourism accounts for 4.3% of 
the national GDP and 3.5% of total 
employment, generating 487,500 jobs 
in 2014. The tourism sector has sub-
stantial backward and forward linkages 
that directly benefit rural economy, 
as locals get better access to revenues 
generated by local tourism. In this 
case, ensuring that tourism picks up 
in areas that have been hard hit by the 
earthquake will help communities get 
back on their feet.

With the autumn tourist season 
approaching, the Government of Nepal 
and private sector have scarcely five 
months to prepare.  The crucial task here 

is to identify and assess the damages to 
the country’s tourism products and to 
strategically reconstruct and rehabilitate 
these areas as per tourism priority. The 
recently formed Tourism Recovery 
Committee has been tasked with 
minimizing the repercussions of the 
earthquake in the tourism sector. Major 
investments in the hotel sector will 
have to be reviewed as government will 
come with more stringent directives 
on building code and construction. 
While tourism has been affected in the 
short term, through collective efforts 
by the government and all stake-
holders, it is expected to bounce back 
in the long run.
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The current macroeconomic situation 
report for the first nine months of FY 
2014-15 published by Nepal Rastra 
Bank (NRB) points out that the 
deposit mobilization of Banks and 
Financial Institutions (BFIs) increased 
by 9.6%, i.e. NPR 134.97 billion 
(USD 1.339 billion), as compared to a 
11.4%, i.e. NPR 135.28 billion (USD 
1.34 billion), during the same period 
last year. During the review period, 
deposit mobilization of commercial 
banks, development banks and finance 
companies increased by 10.7%, 0.4% 
and 2.1% respectively. The deposit 
mobilization of commercial banks 
had increased by 10.9%, development 
banks by 16.9% and finance com-
panies by 10.7% in the same period the 
previous year.  

Likewise, loans and advances of BFIs 
increased by 12.4%—NPR 163.41 
billion (USD 1.62 billion)—compared 
to a growth of 10.9%—NPR 125.40 
billion (USD 1.24 billion)—in the 

R EV I EW Financial Markets
The deposit mobilization of banks and financial institutions at the end of 

the first nine months of the current fiscal year depicts a decrease in the 

average deposit growth rate as compared with the same period of the 

previous fiscal year while deposits of development banks and finance 

companies have increased exponentially.

same period the previous year. In the 
review period, loans and advances of 
commercial banks increased by 13.9%, 
development banks by 2.9% and 
finance companies by 6.9%. In the cor-
responding period of the previous year, 
such loans and advances had increased 
by 16.4%, 8% and 6.1% respectively.

In order to control the excess liquidity 
of the BFIs, the NRB mopped up 
liquidity of NPR. 95 billion (USD 
942.92 million) through deposit 
auctions and NPR. 273.80 billion 
(USD 2.72 billion) through reverse 
repo auction on cumulative basis. Sim-
ilarly, in the corresponding period of 
previous year, NPR. 348 billion (USD 
3.45 billion) was mopped up through 
reverse repo auction. 

The NRB further injected net liquidity 
of NPR 244.98 billion (USD 2.43 
billion) through the net purchase 
of USD 2.54 billion from foreign 
exchange market (commercial banks), 

while net liquidity of NPR 250.87 
billion (USD 2.49 billion) was injected 
through the net purchase of USD 2.52 
billion in the corresponding period of 
the previous year. The NRB purchased 
Indian currency equivalent to NPR 
262.55 billion (USD 2.61 billion) 
through the sale of USD 2.28 billion 
in the review period.

COMMERCIAL BANKS TO 
FINANCE RECONSTRUCTION 

The commercial banks are ready to 
allocate around NPR 110 billion 
(USD 1.09 billion)—i.e. 10% of 
their total loan portfolio—to finance, 
refinance reconstruction, rehabilitation 
of houses and business sectors that were 
damaged by the earthquake that struck 
the nation on April 25. The allocated 
amount by the banks could be used for 
rebuilding houses, factories, manufac-
turing facilities, hydropower plants, 
hospitals, medical colleges, teaching 
and training establishments, small and 



Review

NEFPORT ISSUE 21 – JULY 2015 |  39

DOCKING NEPAL’S ECONOMIC ANALYSIS 

medium enterprises, office complexes, 
and other businesses and projects. 
Similarly, the amount to be allocated 
could also be used to cover additional 
financing for existing businesses that 
need more working capital financing 
due to losses from the delay in 
payment for raw materials, disruption 
in distribution and market access, and 
slowdown in business. 

The amount will also aid commercial 
farming and micro and medium 
enterprises, operators of which need 
to supplement their income due to 
disruption in their regular sources of 
income or employment.  However, 
in consultation with the NRB, the 
individual banks would hold the dis-
cretion of assessing the need for addi-
tional financing, restructuring of loans, 
extension of repayment period or 
waiver of penal interest.  

The NRB has also announced to 
provide soft loans at 2% interest to 
rebuild houses completely destroyed 
by the earthquake through the refi-
nancing schemes. The Nepal Bankers 
Association (NBA) has said that they 
could lower the interest rate by 1% 
point per annum if the borrowers repay 
the installment on time. Similarly, the 
NBA has urged NRB to increase the 
credit-to-deposit ratio to 85% from 
the current 80% and has also asked 
the central bank not to force the banks 
to make additional provisioning for 
restructuring or rescheduling of loans 
of earthquake victims.93

NRB TO RAISE DOMESTIC DEBT

Nepal Rastra Bank is planning to raise 
a debt of NPR 52.75 billion (USD 
523.57 million) from the domestic 

market on behalf of the government to 
mobilize financial resources required for 
reconstruction works in the aftermath 
of the earthquake. The government 
is intending to raise internal loans by 
floating securities like Treasury bills, 
development bonds, citizen savings 
bonds, and foreign employment bonds. 

The government is planning to sell 
around 80% of these bonds—with a 
maturity period of five to 15 years—to 
banks and financial institutions, and 
the rest to non-banking institutions 
and public, of which the returns on 
the securities will be fixed through 
auction. Likewise, the government has 
already taken a decision to establish a 
NPR 200 billion (USD 1.98 billion) 
National Reconstruction Fund where 
they would contribute NPR 20 billion 
(USD 198.51 million).94

PATAN COURT QUASHES 
MELAMCHI BANK  
GUARANTEE WRIT

The Patan Appellate Court has 
scrapped the case filed by Himalayan 
Bank and Bank of Kathmandu 
directing injunction and forcing the 
banks to make payment to Melamchi 
Drinking Water Project over the 
counter guarantee case. The two banks 
had gone to court after NRB wanted to 
debit the amount of counter guarantee 
from their respective accounts at 
NRB. Himalayan Bank and Bank 
of Kathmandu will soon move the 
Supreme Court in a bid to halt the 
process of extending bank guarantee 
payments to Melamchi Water Supply 
Development Board (MWSDB). 

Bank of Kathmandu and Himalayan 
Bank had provided a counter guarantee 

to China Construction Bank in the 
form of a performance security of USD 
6.62 million (NPR 0.66 billion)) and 
guarantee for advance payment of 
USD 6.62 million (NPR 0.66 billion) 
against performance bond issued by 
China Railway 15 Bureau Group 
Corporation—the then contractor of 
Melamchi Water Supply Diversion 
Project—via China Construction 
Bank. The performance bond is usually 
issued by contractors undertaking 
construction projects as a security 
against job completion. It guarantees 
full payment to contract provider or 
MWSDB in this case, if the contractor, 
i.e. China Railway in this case, fails to 
complete the project.

The two banks ran into trouble after 
the project terminated its contract with 
the Chinese contractor and the latter 
filed a fraud case against Melamchi in a 
Chinese court, obtaining an injunction 
that barred China Construction Bank 
from making bank guarantee payment 
to MWSDB.95

NRB REVISES DIRECTIVE ON 
LOAN LOSS PROVISIONING

The central bank, in its recent revised 
directive, has made it mandatory for 
BFIs to set aside additional funds to 
cover potential lending risks. This may 
prompt BFIs to exert undue pressure on 
the private sector for credit repayments. 
NRB had toughened its regulation on 
loan-loss provision, making it man-
datory for BFIs to set aside 5% of the 
total loan amount even if borrowers 
were making timely principal and 
interest payments.  Normally, BFIs 
have to provision 1% of the total loan 
amount soon after issuing a credit, 
which means one rupee has to be 



40 | DOCKING NEPAL’S ECONOMIC ANALYSIS 

Review

In the third quarter of current fiscal year, 

the banking system witnessed a growth in 

its profits as the banks’ net interest income 

and profits both exceeded the earnings as 

compared to the same quarter of the pre-

vious year. The aggregated net profit of 

commercial banks rose to NPR 20.32 bil-

lion (USD 201.69 million) from NPR 14.57 

billion (USD 144.62 million), as compared 

to the same quarter of previous year. 

The weighted average 91 day Treasury 

bill rate and inter-bank transaction rates 

increased to 0.6870% from 0.06% a year 

ago. The weighted average inter-bank 

transaction rate among commercial 

banks, which was 0.19% a year ago, 

reached 0.64% in the review month. 

The average cost of funds of commer-

cial banks dropped to 4.40% from 5.33% 

at the end of third quarter of the current 

fiscal year. 

 OUTLOOK
booked as loss in profit-loss statement 
right after loan of every Rs 100 is 
extended. In this manner, provisioning 
amount goes up to 100% of the loan if 
the borrower fails to pay installments 
for over a year. 

NRB revised its directive stating that 
the banking institutions in the initial 
phase need not allocate more than 
1.5% of the credit amount to cover risk 
created by loans classified as ‘watch list’. 
The deadline to meet the above men-
tioned target was set on April 13. The 
provision amount will increase by 0.5 
% point every quarter until it reaches 
5% in mid-January 2017. 

NRB said these measures were 
introduced to prevent risks from 
building up in the banking sector, 
enhance shock absorbing capacity 
of banking institutions, and ulti-
mately protect the interest of 
depositors.96

LALITPUR FINANCE DECLARED 
PROBLEMATIC

Nepal Rastra Bank declared Lalitpur 
Finance problematic after the banking 
sector regulator found the proportion 
of bad debt at the finance company 
ballooned and capital adequacy ratio 
(CAR) turned negative. The finance 
company’s rapid deterioration in the 
financial health is expected to cause 
trouble to the depositors who have 
parked around NPR. 1.37 billion 
(USD 13.59 million) at the company. 
The finance company’s CAR, which 
gauges a financial institution’s strength 
to absorb shocks and ability to extend 
loans, stood at a negative of 14.37%. 
The company made a provision of 
NPR. 286.07 million (USD 2.83 
million) to cover the lending risks 
which subsequently turned the CAR 
negative. The non performing loans 
hovered around 70.65% of the total 
credit portfolio. Similarly, it had 

Table 4: Upcoming Issues of Government Securities 

Instruments Maturity 
Period Interest Auction/Sale 

opening date Amount 

Treasury bills 91 days Auction June 22 NPR 5 bn

Treasury bills 91 days Auction June 29 NPR 5 bn

Treasury bills 182 days Auction July 6 NPR 5 bn

Development bonds 5 years Auction May 28 NPR 5 bn

Development bonds 7 years Auction June 4 NPR 5 bn

Development bonds 9 years Auction June 11 NPR 5 bn

Development bonds 10 years Auction June 25 NPR 10 bn

Development bonds 15 years Auction July 2 NPR 10 bn

Citizens Saving Bonds 5 years 8% May 26 NPR 2.5 bn

Foreign Employment Bond 5 years 9% June 21 NPR 250 m

extended loans breaching the single 
obligor limit and without securing 
adequate collateral and had offered big 
discounts on lending rates.

NRB has provided a timeframe of six 
months to the finance company to 
implement reforms and shore up its 
finances. Within this timeframe, it 
should also meet the minimum paid-up 
capital and capital adequacy ratio fixed 
by the regulator while also bringing 
down the portion of non-performing 
loans to less than 5% of the total credit 
portfolio. The company will also be 
barred from extending new loans, 
buying or selling fixed assets, declaring or 
extending dividends, and raising salaries 
and allowances of staff members.97
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The listed companies had started to 
publish their third quarter financials 
with no impact of the losses suffered 
being reflected on the financials. 
However, the impact of the earthquake 
for the listed companies would be 
reflected in the final quarter of this 
fiscal year.

During the review period, all the sub-
indices ended negatively. The Manu-
facturing & Processing sub-index was 
the sole index that managed to close 
positively. The Insurance sub-index 
(-18.23%), amongst all the sub-
indices, was the most largely hit sector 
as it lost a massive 778.58 sub-index 
points during the review period. The 
Hydropower sub-index (-16.89%) 
followed suit and witnessed a series 
of downtrend in its sub-indices fol-
lowing the earthquake with the sub 
sector losing 342.58 points in a span 
of five transaction days. The Com-
mercial Bank sub-index (-15.66%) also 
could not withstand to its earlier gain 
as the index lost 132.59 sub points 

to close at 713.86 points. Likewise, 
the ‘Others’ sub-index (-9.02%) also 
failed to impress the investors’ con-
fidence and lost a whopping 66.96 
points. Likewise, the Development 
Bank sub-index (-7.46%) could not 
sustain its last quarter’s gain as the sub-
index lost 60.46 points. The Hotels 
sub-index (-3.90%) was also in a losing 
streak with a loss of 78.78 points. The 
share prices of the Finance sub-index 
(-3.40%) also could not sustain and 
lost points during the reviewed period. 
The Manufacturing & Processing sub-
indices (+32.29%) was the only sub 
index to close positively with a gain of 
32.97 points.

KEY DEVELOPMENTS

Some of the key developments in the 
capital market during the review period 
are as follows:

BFIs convert promoter shares to public 
Banks and Financial Institutions (BFIs) 
have started to convert their promoter 

Table 6: Sector wise Performance of the 
Sub-Indices

Indicators 22-Feb 
2015

28-May 
2015

%  
Change

NEPSE Index 971.47 841.96 -13.33%

Commercial 
Bank Index

846.45 713.86 -15.66%

Development 
Bank Index

810.44 749.98 -7.46%

Hydropower 
Index

2201.51 1829.77 -16.89%

Finance 
Index

538.13 519.82 -3.40%

Insurance 
Index

4271.89 3493.31 -18.23%

Others Index 742.5 675.54 -9.02%

Hotels Index 2022.4 1943.62 -3.90%

Manufac-
turing & 
Processing

1441.14 1474.11 2.29%

Source: NEPSE

The Nepal Stock Exchange (NEPSE) index (-13.33%) plunged from last quarter’s gain 

as the index lost a staggering 129.51 points during the course of the review month. 

Trading at NEPSE had been halted after the disastrous earthquake that shook the 

country on April 25, forcing the market to close transactions for over a month. The 

market re-opened on the May 24 with the index witnessing a huge downfall. The market 

lost a staggering 96.23 points within five transaction days.
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shares into ordinary public shares after 
the capital market regulator Securities 
Board of Nepal (SEBON) declared 
that they could convert the promoter 
shareholding to 51%. Most of the BFIs 
have a promoter public share ratio 
of 70:30. The promoters have been 
eager to convert as it would reap more 
benefits. The converted shares can be 
easily sold in the secondary market and 
fetch more price than the promoter 
shares. 

Prime Commercial Bank, Lumbini 
Bank, Bhrikuti Development Bank, 
Muktinath Development Bank, Pas-
chimanchal Finance, and Hamro 
Bikash Bank have either already con-
verted their portion of promoter 

shareholding to public shareholding 
or are in the final stages of conversion.  
Likewise, new banks such as Civil Bank 
and Century Bank brought down their 
portion of promoter holding to below 
70% during their establishment.98

Shikhar Insurance to issue FPO

Shikhar Insurance will issue Further 
Public Offer (FPO) to the general 
public at a premium of NPR 550 
(USD 5.5) per share. The applicants 
will have to pay a total of NPR 650 
(USD 6.5) per share, including NPR 
100 (USD 1), for the paid up capital. 
The company will be the first insurance 
company in Nepal to issue FPO. The 
company will also amend its Article of 

Association and Bylaw to issue FPO to 
increase paid-up capital and net worth. 
The company is issuing FPO to increase 
public participation, its capital and net 
worth.  The company’s current paid up 
capital is NPR 357.69 million (USD 
3.55 million); the paid up capital will 
rise to NPR 410 million (USD 4.07 
million) after the issuance of 5, 00,000 
units of shares on FPO. 

A company can only issue shares on 
premium if the company has been 
making profit and distributing bonus for 
three consecutive years, its net worth is 
more than total liability, and the AGM 
decided to issue shares of premium 
value to issue shares at premium price, 
as per the Company Act. 99

Figure 3: NEPSE Index Performanc
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BOK floats “8% BOK Debenture 2071” 
Bank of Kathmandu (BOK) has 
floated 6,00,000 units of debenture 
yielding 8% interest rate with a 
maturity of seven years at a face value 
of NPR 1000 (USD 10) per unit. The 
bank has set aside 30,000 units for 
the mutual funds, 4,50,000 units to 
be sold on private placements, while 
1,20,000 units have been set aside 
for the general public. It has received 
ICRA NP Issuer Rating of LBBB+, 
which indicates the bank’s adequate-
credit-quality rating assigned by 
ICRA Nepal. The rated entity carries 
moderate credit risk. Other com-
mercial banks that are in the pipeline 
to issue similar debentures are Sanima 
Bank, Citizens Bank International, 
NIC Asia Bank, Nepal SBI Bank, 
Himalayan Bank, Siddhartha Bank, 
Nepal Investment Bank, and NMB 
Bank for which they have already been 
rated by ICRA Nepal.100  

Rastriya Banijya Bank to issue IPO-
Rastriya Banijya Bank (RBB) is 
lobbying with the government to issue 
an Initial Public Offering (IPO). It 
has decided to sell 30% of its stake 
by offering shares worth over NPR 3 
billion (USD 29.77 million) to the 
general public. Amongst all the com-
mercial banks in the country, RBB is 
the only bank which has not yet offered 
shares to the general public. 

Though the BFIs are required to 
float their shares to the general 
public, the state owned bank had 
been exempted from the provision 
due to its failure to maintain the 
Capital Adequacy Ratio (CAR) set 
by the Nepal Rastra Bank. The bank 
has successfully fulfilled the CAR 
requirement in this fiscal year to 
fully recover from the crisis.101

The NEPSE index saw a series of fluctua-

tions in its indices in the last quarter with 

the index hovering around the 930–950 

index point mark. However, post earth-

quake, the benchmark index slid below 

900 points. The Insurance, hydropower, 

and the commercial banking sub-indices 

bore the huge brunt once the market re-

opened for trading. 

The Key Technical Analysis Indicator and 

the Relative Strength Index signal that 

the market reached an oversell situa-

tion and has since been recovering from 

that stance. However, post the disastrous 

earthquake, massive claims in the insur-

ance companies and huge involvement of 

the commercial banks in real estate might 

affect the profitability in those sectors, 

thereby affecting their performances in the 

capital market. 

 OUTLOOK
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