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Executive Summary

According to World Economic Outlook published by IMF in October 2019, the world's
economic growth rate in 2019 and 2020 is projected at 3 percent and 3.4 percent
respectively. The economic growth rate of advanced economies is estimated to be 1.7
percent, followed by emerging and developing economies at 3.9 percent, emerging and
developing Asian economies at 5.9 percent in 2019. Similarly, the economic growth
rates of the neighboring countries India and China are estimated to be 6.1 percent in
2019, according to IMF.

Inflation is projected at 1.5 percent for advanced economies and 4.7 percent for
emerging and developing economies in 2019. It remained at 2.0 percent for advanced
economies and 4.8 percent for emerging and developing economies in 2018.

In 2018/19, the growth rate of gross domestic product (GDP) of Nepal is estimated to
remain at 6.8 percent at basic prices and 7.1 percent at producers' prices. In the review
year, output of agriculture and non-agriculture sectors is estimated to grow by 5.0
percent and 7.5 percent respectively.

In 2018/19, average consumer inflation rate stood at 4.64 percent. Such inflation rate
was 4.15 percent in the previous year. In the review year, the average prices of food and
beverages group and non-food and services group increased by 3.09 percent and 5.86
percent respectively.

In 2018/19, total merchandise exports and imports stood at Rs. 97.11 billion and Rs.
1418.54 billion respectively. As a result, trade deficit rose to Rs. 1321.43 billion, 38.1
percent of GDP.

In 2018/19, both the current account and balance of payments remained at deficit by
Rs. 265.37 billion and Rs. 67.40 billion respectively. Total foreign exchange reserves
remained at Rs. 1038.92 billion in mid-July 2019. Such reserves is sufficient to cover
the merchandise imports for 8.9 months and merchandise and services imports for 7.8
months.

In 2018/19, the government revenue increased by 19.1 percent to Rs. 865.55 billion
while the government expenditure based on banking transactions increased by 0.1
percent to Rs. 1067.67. In the review year, the budget deficit based on banking
transactions stood at Rs. 187.52 billion.

In 2018/19, broad money and narrow money increased by 15.8 percent and 8.6 percent
respectively. Similarly, domestic credit increased by 21.4 percent and monetary sector’s
claims on private sector increased by 19.1 percent. Further, deposits of Banks and
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Financial Institutions (BFIs) increased by 18.0 percent while credit to the private sector
from BFIs increased by 19.4 percent during the review year.

In 2018/19, liquidity amounting Rs.100.35 billion was mopped up while liquidity
amounting Rs. 168.16 billion was injected through various instruments of open market
operations. Standing Liquidity Facility (SLF) worth Rs.154.33 billion has been utilized
during the review year.

Weighted average interest rate of lending and deposit of commercial banks stood at
12.13 percent and 6.60 percent respectively in mid-July 2019. Similarly, weighted
average inter-bank transaction rate among commercial banks stood at 4.52 percent in
mid-July 2019.

In 2018/19, the total assets/liabilities of commercial banks increased by 17.7 percent to
Rs. 3611.93 billion, followed by development banks by 28.3 percent to Rs. 457.66
billion and finance companies by 16 percent to Rs. 110.01 billion. Similarly, the total
assets/liabilities of micro finance institutions (MFIs) increased by 58.8 percent to Rs.
273.06 billion during the review year.

There are 171 BFls licensed by NRB as of mid-July 2019. This includes 28 commercial
banks, 29 development banks, 23 finance companies, 90 MFIs and 1 infrastructure
development bank.

As of mid-July 2019, Deposit and Credit Guarantee Fund (DCGF) guaranteed total
credit amounting to Rs. 25.66 billion and total deposits amounting to Rs. 603.39 billion.
As of mid-July 2019, the number of borrowers blacklisted by Credit Information Centre
Limited has reached 8,620.

As of mid-July 2019, NEPSE index has reached 1259.0 points while market
capitalization stood at Rs. 1567.50 billion, 45.2 percent of GDP.

NRB announced its monetary policy for 2018/19 on July 11, 2018 with the main
objective of maintaining macroeconomic stability and facilitating the achievement of
targeted economic growth of GON.

The main objectives of monetary policy were to conduct monetary management to
check the demand side pressure on price and external sector stability arising from
expanding economic activities, promote employment, develop entrepreneurship, and
mobilize financial instruments towards priority sectors to facilitate the targeted growth.

The existing provision of Cash Reserve Ratio (CRR) of 6 percent for commercial banks,
5 percent for development banks and 4 percent for finance companies has been changed
to make it 4 percent for all three institutions. Likewise, SLR has been reduced from 12
percent to 10 percent for commercial banks, 9 percent to 8 percent for development
banks and 8 percent to 7 percent for finance companies. The bank rate applied for the



18.

19.

20.

21.

22.

23.

24,

25.

purpose of Lender of Last Resort (LOLR) facility and to discount securities has been
reduced from 7 percent to 6.5 percent.

The existing provision for commercial banks to extend 25 percent of their total credit in
priority sector has been changed to make it at-least 10 percent in agriculture and 15
percent in energy and tourism sector.

The provision requiring commercial banks, development banks and finance companies
to maintain 5.0 percent, 4.5 percent and 4.0 percent of their total credit respectively in
deprived sector has been changed to 5.0 percent for all three class institutions.

In the review year, a total of 14 BFIs went through the process of merger and
acquisition to become 7 BFIs while the license of 7 BFIs (merger-2 and acquisition-5)
has been cancelled.

Financial access has been widening with the expansion of BFIs network. As per the
government goal of expanding at least one commercial bank branch in each local level,
there has been significant increase in commercial bank's presence at local level. The
commercial banks network which has reached to 631 out of 753 local levels in mid-July
2018 increased to 735 local levels as of mid-July 2019.

Currency in circulation has increased by 2.6 percent to Rs. 507.06 billion in mid-July
2019, compared to Rs. 494.37 billion a year ago.

Total number of staff in NRB stood at 1024 in mid-July 2019, comprising 934
administrative and 90 technical staff. Of the total human resources, 526 are officer level,
376 are assistant level and 122 are office subordinate level staff.

The bid was called for the reconstruction of Baluwatar and Thapathali building, damaged
by the devastating earthquake of 25 April 2015 in accordance with the approved master
plan, drawing, design prepared by consultants appointed as per the MOU between the
bank and Central Project Implementation unit, Ministry of Urban Development,
Government of Nepal. Accordingly, the Government of Nepal, National Reconstruction
Authority, Central Project Implementation Unit (BAWAN) signed an agreement with
BILIL-Contech J/V for the reconstruction of the building at Thapathali and 25 percent
construction work has been completed during the review period. Likewise, the
Government of Nepal, National Reconstruction Authority, Central Project Implementation
Unit (BAWAN) signed an agreement with Shree CICO Samanantar JV for the
reconstruction of the building at Baluwatar and 10 percent construction work has been
completed during the review period.

Payment and Settlement Act, 2075 has been issued and is being implemented with the
objective to develop and expand safe, healthy and reliable payment system and regulate,
supervise and monitor related activities.
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In 2018/19, net income before revaluation of gain/loss from foreign exchange and other
assets increased by 23.46 percent to Rs. 34.43 billion as compared to previous year.

Such net income was Rs. 27.89 billion in 2017/18.

As per the NRB’s balance sheet of mid-July 2019, the assets/liabilities of NRB declined
by 7.23 percent to Rs. 1,071.70 billion, compared to mid-July 2018.
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ADBL
AFI
AM
AML/CFT
AMLC
APEC
APG
APRACA
A2F
BAFIA
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CEO
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CICTAB
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CRR
CSD
CYFI
Danida
DC
DCGF
DFID
DOl
DRS
DSGE
DTCO
ECC
e-GDDs
EOI
EMEAP
EPF
FATF
FCGO
FDI

Acronyms

Asian Clearing Unit

Asian Development Bank

Agricultural Development Bank Limited

Alliance for Financial Inclusion

Ante Meridiem (Before Noon)

Anti-Money Laundering/Combating the Financing of Terrorism
Anti-Money Laundering Council

Asia-Pacific Economic Cooperation

Asia/Pacific Group on Money Laundering

Asia-Pacific Rural and Agricultural Credit Association
Access to Finance

Banks and Financial Institutions Act

Banks and Financial Institutions

Bank Negara Malaysia

Balance of Payments

Capital Adequacy Ratio

Capital, Asset Quality, Management, Earnings, Liquidity, Sensitivity to Market Risk
Central Bureau of Statistics

Central Bank of Sri Lanka

Credit/Core Capital and Deposit

Chief Executive Officer

Credit Information Center

Centre for International Cooperation in Agricultural Banking
Citizen Investment Trust

Cash Reserve Ratio

Central Seurities Depository

Child and Youth Financial International

Danish International Development Agency

Data Center

Deposit and Credit Guarantee Fund

British Government's Department for International Development
Department of Industry

Disaster Recovery Site

Dynamic Stochastic General Equilibrium

District Treasury Controller Office

Electronic Cheque Clearing

Enhanced General Data Dissemination System
Expression of Interest

Executives' Meeting of East Asia-Pacific Central Banks
Employees Provident Fund

Financial Action Task Force

Financial Comptroller General Office

Foreign Direct Investment
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PART - ONE
MACROECONOMIC AND FINANCIAL SITUATION

1.1

1.2

1.3

World Economic Situation and Outlook

The world's economic growth rate has been declining because of shrinking economic
activities in advanced economies, especially in the United States, as well as the
emerging and developing economies. According to the World Economic Outlook
published by the International Monetary Fund (IMF) in October 2019, world's economic
growth rate is projected at 3.0 percent in 2019 compared to 3.6 percent in 2018 and 3.8
percent in 2017. Similarly, world's economic growth rate is projected at 3.4 percent in
2020.

It is estimated that the overall output of the advanced economies will see a rise of 1.7
percent in 2019 compared to 2.3 percent expansion witnessed in 2018. The IMF has
estimated the economic growth rate of emerging and developing economies to be 3.9
percent in 2019 compared to 4.5 percent in 2018. The growth rate of Asian emerging
and developing economies is projected to rise by 5.9 percent in 2019 compared to 6.4
percent growth achieved in 2018. In 2019, the economic growth rate of both the
neighboring countries, India and China, is projected at 6.1 percent compared to their
respective growth of 6.8 percent and 6.6 percent in 2018.

In 2018, the inflation remained at 2.0 percent for advanced economies and 4.8 percent
for emerging and developing economies. Inflation is projected at 1.5 percent for
advanced economies and 4.7 percent for emerging and developing economies in 2019.
World trade of goods and services is projected to rise by 1.1 percent in 2019 compared
to 3.6 percent in 2018.
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Macroeconomic and Financial Situation of Nepal

Gross Domestic Product

1.4 The year 2018/19 remained encouraging
in terms of economic growth. According Chartl.i:tSDPF()B_rowth ek
to the Central Bureau of Statistics (CBS), 60 - (At Bastc Prices)
Nepal’s real gross domestic product 70 LA -
(GDP) grew by 6.8 percent at basic prices |z 60 - / I
and 7.1 percent at producers' prices in 550 /
2018/19. Such growth rates were 6.3 :g - /
percent and 6.7 percent respectively in 2:0 AN /
2017/18. Favorable monsoon, expedited 10 \\/
reconstruction work, increment in tourist 00 ° 0-2
arrivals, and improvement in business 2014/15 2015/16 2016/17 2017/18 2018/19

environment were the reasons behind the robust economic growth in the review year.

1.5 Inthe review year, output of agriculture and non-agriculture sectors grew by 5.0 percent
and 7.5 percent respectively. In the previous year, output of agriculture and non-
agriculture sectors had increased by 2.8 percent and 7.7 percent respectively. It is
estimated that under non-agriculture sector, industry sector has grown by 8.1 percent
while services sector by 7.3 percent. In the previous year, the industry and service sector
had achieved a growth of 9.6 percent and 7.2 percent respectively.

Sectoral Composition of GDP

16 In _the reYIeW year, the _Share of Chart1.2: GDP Sectoral Growth
agriculture, industry, and service sectors Rate (Percent)
stood at 27.0 percent, 15.2 percent, and i;‘g .
57.8 percent of GDP respectively. In the | 100 IS~
} - 80 B Y Y yre——
previous year, such shares were 28.0 | § 6o 1"” oo
percent, 14.9 percent, and 57.0 percent | & 50 = 7
respectively. The share of agriculture in Wy ¥y
. . . 2.0 014715 ‘2015/]6 2016/17 2017/18 2018/19
GDP marginally declined while the share -4.0 ‘\J
- . . . -6.0
of industry and services increased in the -8.0
H —®— Agricuture Sector -~ B~ Industry Sector
review year. ----A---- Services Sector

1.7 On the basis of broad industrial classification, the shares of primary sector (agriculture
and forestry, fishing, and mining & quarrying), secondary sector (manufacturing,
electricity, gas & water, and construction) and tertiary (services) sector stood at 27.6
percent, 14.6 percent and 57.8 percent of GDP respectively in the review year. In the
previous year, such shares were 28.7 percent, 14.3 percent, and 57.0 percent of GDP
respectively.

2 Macroeconomic and Financial Situation
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Table 1.1
Share of Primary, Secondary, and Tertiary Sectors in GDP
(at Current Prices)
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As Percent of GDP!
Sectors R P
2014/15 2015/16 2016/17 2017/18 2018/19
Primary? 32.4 32.2 30.2 28.7 27.6
Secondary® 14.2 13.6 13.9 14.3 14.6
Tertiary* 53.4 54.2 55.9 57.0 57.8

1 GDP including Financial Intermediation (FISIM)

2 Agriculture, forestry and fishery, and mining and quarrying

3 Manufacturing industries, electricity, gas and water, and construction
4 Services

R Revised Estimates

P Preliminary Estimates

Source: Central Bureau of Statistics

Agriculture

In 2018/19, agricultural output grew by 5.0 percent due to favorable climate,
commercialization of agriculture and easy availability of agricultural inputs. The output
of paddy, vegetable, maize, wheat, and potato has increased while the output of oilseeds
declined by 1.68 percent in the review year. In the previous year, agricultural output had
increased by 2.7 percent.

Industry

The growth rate of industrial sector stood at 8.1 percent in the review year. Such growth
rate was 9.6 percent in the previous year. This sector has expanded due to continuation
of reconstruction work and improvement in energy supply.

Under industrial sector, output of manufacturing industries grew by 5.8 percent in the
review year. Such output had increased by 9.2 percent in the previous year. The output
of electricity, gas and water increased by 12.4 percent in the review year as compared to
the growth of 9.8 percent in the previous year. Likewise, construction sector witnessed a
rise of 8.9 percent in the review year as compared to the rise of 10.0 percent in the
previous year.

Services

Services sector is estimated to have grown by 7.3 percent in the review year. In the
previous year, this sector had expanded by 7.2 percent. The output of services sector has
increased in the review year due to increased tourist arrivals, expansion in trade and
improvement in the business environment.

Under the services sector, the wholesale and retail trade has increased by 10.9 percent in
the review year compared to an increase of 12.3 percent in the previous year. The hotel
and restaurants sector has increased by 8.3 percent in the review year compared to an

Macroeconomic and Financial Situation 3
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1.13

1.14

increase of 9.8 percent in the previous year. Likewise, transport, storage and
communications sector witnessed a growth of 5.9 percent in the review year, compared
to a growth of 4.6 percent in the previous year. Financial intermediation sector grew by
6.2 percent while the real estate, renting, and business activities sector grew by 6.1
percent in the review year. These sectors had registered a growth of 6.4 percent and 5.2
percent respectively in the previous year.

Saving and Gross National Disposable Income

Total consumption remained at 79.5 percent of GDP in the review year compared to
82.2 percent in the previous year. As a result, the share of gross domestic saving on
gross domestic product has increased.

In 2018/19, gross national disposable income (GNDI at current prices) has risen by 16.6
percent as compared to the rise of 10.1 percent in the previous year. The ratio of GNDI
to GDP remained at 131.9 percent in the review year as compared to 129.3 percent in
the previous year.

Table 1.2

Gross National Disposable Income
(at Current Prices)

Rs. in Billion Percent Change
Particulars 2016/17 2017/18 2018/19 2017/18% 2018/197
Gross Domestic Product 267449 | 3031.03 | 3464.32 133 143
(at Producers' Prices)
Factor Income, Net 30.99 22.62 42.41 -27.0 87.5
Current Transfer, Net 851.80 864.67 | 1062.73 1.6 22.9
Gross National Disposable Income | 3557.29 | 3918.32 | 4569.46 10.1 16.6

R Revised Estimates
P Preliminary Estimates

Source: Central Bureau of Statistics

Inflation, and Salary and Wage Rate Index

1.15

1.16

Consumer Price Inflation

Chart 1.3: Average Annual
In. 2918/19, average annual consumer Consurmer Price Inflation
price inflation stood at 4.64 percent. Such B0 -
inflation was 4.15 percent in the previous 110 | —=x
k| | -
year. g 904
S 70 | N
. . nq" E—K’ \ b~‘s*_——ﬂ
In the review year, the average prices of >0 Y e—
3.0 \ —
food and beverages group and non-food 10 ] -
and services group increased by 3.09 2014/15 2015/16 2016/17 2017/18 2018/19
- —&— Consumer Price Inflation
percent and 5.86 percent respectively. In 8-~ Food and Beverages
the previous year, the prices of these 4 Non-Foodand Service

groups had incr eased by 2.74 percent 5.26 percent respectively.
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In the review year, prices of ghee and oil, fruits and spices sub-groups of food and
beverages group and housing and utilities, clothes and footwear, furnishing and
transportation sub-groups of non-food and services group has increased compared to
previous year.

In the review year, the Hill witnessed 5.00 percent inflation followed by 4.91 percent in
the Mountain, 4.86 percent in the Kathmandu valley and 4.26 percent in the Terai.
These regions had witnessed 4.59 percent, 5.86 percent, 3.25 percent and 4.39 percent
inflation respectively in the previous year.

Consumer Price Inflation between Nepal and India

In the review year, average annual consumer price inflation of Nepal and India
remained at 4.64 percent and 2.92 percent respectively. In the previous year, such
inflation in Nepal and India were 4.15 percent and 4.4 percent respectively.

Wholesale Price Inflation

In the re"'e"Y ye_ar’ the average annual Chart 1.4: Average Annual Wholesale
wholesale price inflation stood at 6.23 Price

. .. . . 1
percent in comparision to the inflation of 1

1.73 percent in the previous year. In the
review year, average price of primary
goods, fuel and power and manufactured
goods increased by 6.12 percent, 12.65
percent and 5.31 percent respectively. In
the previous year, average price of

EISNEEDEDH NSNS EDEISII I
cooooooooboooooo

o
Ll o L

—— Wholesale Price Inflation

primary goods had decreased 1.25 — o AgtenElCe s
) -~ A~ - Domestic Manufactured Commodities
percent and the average prices of fueland | o LTl (el S

power and manufactured goods had increased 5.82 percent and 4.33 percent
respectively.

Based on broad economic classification, average prices of consumption goods,
intermediate goods, and capital goods increased 5.5 percent, 7.3 percent and 2.9 percent
respectively.

National Salary and Wage Rate Index

In the review year, national salary and wage rate index increased by 9.27 percent. Such
index had increased by 6.19 percent in previous year. In the review year, the salary
index and wage rate index increased by 6.65 percent and 10.01 percent respectively. In
the previous year, such indices had increased by 9.59 percent and 5.27 percent
respectively. In the review year, wage rate indices of agricultural labour, industrial
labour and construction labour increased by 11.47 percent, 6.96 percent and 9.53
percent respectively.

Macroeconomic and Financial Situation 5
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External Sector
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In 2018/19, trade deficit growth rate has improved due to increase in export of goods
and decrease in growth rate of import of goods. Foreign trade deficit has improved due
to the depreciation of Nepalese currency against the US dollar, fall in crude oil prices in
the international market, increased export of palm oil, polyester yarn, jute goods, pulses,
noodles and decrease in imports of cement, transport equipment and parts,
telecommunication equipment and parts, and medical equipments.

International Trade

In 2018/19, total merchandise exports increased by 19.4 percent to Rs. 97.11 billion.
Such exports had increased by 11.4 percent in the previous year. The ratio of total
merchandise exports to gross domestic product remained at 2.8 percent in the review
year compared to the ratio of 2.7 percent in the previous year.

Out of total merchandise exports, exports to India increased by 34.3 percent to 62.73
billion in 2018/19 compared to an increase of 12.7 percent in previous year. Commaodity
wise, exports of mainly palm oil, polyester yarn, jute goods, noodles to India have
increased in 2018/19.

Exports to China decreased by 13.5 percent to Rs. 2.11 billion, compared to an increase
of 43.3 percent in the last year. Commodity wise, exports of mainly noodles and
handicraft goods to China has increased in 2018/19.

Exports to other countries increased by 0.2 percent to Rs. 32.27 billion in 2018/19
compared to an increase of 7.7 percent in the last year. During the review year, exports
of mainly pulses, handicrafts, herbs and silver jewelry to other countries have increased.

In 2018/19, merchandise imports increased by 13.9 percent to Rs. 1418.54 billion. Such
imports had increased by 25.8 percent in the last year. The ratio of imports to Gross
Domestic Product remained at 40.9 percent in 2018/19 compared to the ratio of 41.1
percent in the previous year.

In 2018/19, imports from India increased by 12.8 percent to Rs. 917.91 billion. Such
imports had increased by 28.5 percent in the last year. Commodity wise, imports of
petroleum products, machinery and parts, MS billet, electrical appliances have
increased.

In 2018/19, imports from China increased by 28.5 percent to Rs. 205.53 billion as
compared to an increase of 25.7 percent in the last year. Commodity wise, imports of
readymade garments, electrical goods, footwear, video television and accessories,
among others, have increased.

6 Macroeconomic and Financial Situation
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In 2018/19, imports from other countries increased by 8.9 percent to Rs. 295.10 billion
as compared to an increase of 18.2 percent in last year. Commodity wise, imports of
crude palm oil, coal, gold, chemical fertilizers, among others, have increased.

In 2018/19, trade deficit increased by 13.5 percent to Rs. 1321.43 billion. Such deficit
had increased by 26.9 percent in the last year. The ratio of trade deficit to Gross
Domestic Product stood at 38.1 percent in 2018/19 as compared to 38.4 percent in the
last year. Trade deficit with India increased by 11.4 percent to Rs. 855.18 billion, trade
deficit with China increased by 29.1 percent to Rs. 203.42 billion and trade deficit with
other countries increased by 10.1 percent to Rs. 262.83 billion.

In 2018/19, total merchandise trade increased by 14.3 percent to Rs. 1515.64 billion as
compared to an increase of 24.8 percent in the last year. The ratio of total trade to Gross
Domestic Product stood at 43.8 percent which was also 43.8 percent in the last year.
Total trade with India increased by 13.9 percent to Rs. 980.64 billion in 2018/19 as
compared to an increase of 27.5 percent in the last year. Trade with China increased by
27.8 percent to Rs. 207.64 billion in 2018/19 as compared to an increase of 26 percent
in the last year. Similarly, total trade with other countries increased by 8 percent to Rs.
327.37 billion in 2018/19, which had increased by 17 percent in the last year.

In 2018/19, the export-import ratio increased to 6.8 percent. Last year, the ratio was 6.5
percent. India's share in total exports stood at 64.6 percent which was 57.4 percent last
year. In total imports, India's share remained 64.7 percent as compared to 65.4 percent
last year. Similarly, India's share in trade deficit and total trade remained 64.7 percent
and 64.7 percent respectively which were 65.9 percent and 64.9 percent last year.

Service Sector

Due to the high growth in expenditure as compared to the income of the service sector
in the 2018/19, the service account remained at a deficit of Rs. 16.52 billion. This
account was at a surplus of Rs. 2.27 billion in the last year.

In 2018/19, service income increased by 5.3 percent to Rs. 186.81 billion. It had
increased by 12.1 percent in the last year. Under the service income category, tourist
income increased by 9.7 percent to Rs. 73.57 billion as compared to an increase of 14.6
percent in the last year.

In 2018/19, total service payments increased by 16.1 percent to Rs. 203.32 billion. Such
expenditures had increased by 12.8 percent in the previous year. Under service
payment, travel payments increased by 12.5 percent to Rs. 89.58 billion. Last year, such
payments had decreased by 0.4 percent.

Macroeconomic and Financial Situation 7
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Transfer

Net transfer income increased by 15 percent to Rs. 994.79 billion in 2018/19. Such
income had increased by 1.5 percent in the previous year.

In 2018/19, transfer income increased by 15.5 percent to Rs. 1005.59 billion. Such
income had increased by 1.7 percent in the last year. Similarly, the transfer payments
increased by 86.1 percent to Rs. 10.8 billion. Such payments had increased by 48.6
percent in the last year.

The remittance inflow increased by 16.5 percent to Rs. 879.27 billion in 2018/19. Such
inflow had increased by 8.6 percent in the last year. The ratio of remittance inflows to
the Gross Domestic Product increased to 25.4 percent in 2018/19 from 24.9 percent in
the last year.

In 2018/19, pension income increased by 13.6 percent to Rs. 61.53 billion. Such income
had increased by 18.8 percent last year.

Current Account and Balance of Payments

Based on annual data, the current account remained at a deficit for the third consecutive
year. In 2018/19, the current account deficit remained at Rs. 265.37 billion. Such deficit
was Rs. 247.57 billion in the last year. The ratio of current account deficit to Gross
Domestic Product stood at 7.7 percent in 2018/19. Such ratio was 8.2 percent in the last
year. Due to significant trade deficit in 2018/19, the current account deficit has further
expanded.

In 2018/19, the balance of payments position remained at deficit of Rs. 67.4 billion
compared to a surplus of Rs.0.96 billion in the previous year.

In 2018/19, the capital transfer decreased by 12.8 percent to Rs. 15.46 billion. Under
financial acccount, foreign direct investment decreased by 25.4 percent to Rs. 13.07
billion in 2018/19, which had increased by 29.7 percent in the last year.

In 2018/19, government debt inflows decreased by 18.3 percent to Rs. 81.48 billion
which had increased by 59.4 percent in the last year. Principal payments increased by
7.8 percent to Rs. 20.04 billion in 2018/19, which had increased by 4.3 percent last year.

Foreign Exchange Reserve

Total foreign exchange reserves decreased by 5.8 percent to Rs. 1038.92 billion in mid-
July 2019. Such reserves had increased by 2.1 percent to Rs. 1102.59 billion in the last
year. In the US dollar term, the banking sector's total reserves declined by 5.8 percent to
USD 9.5 billion. Such reserves had decreased by 3.9 percent in the previous year.

Foreign exchange reserves held by Nepal Rastra Bank declined by 8.8 percent to Rs.
902.44 billion in mid-July 2019 from Rs. 989.4 billion a year ago. Out of the total

8 Macroeconomic and Financial Situation
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foreign exchange reserves, the share of reserves held by Nepal Rastra Bank remained
86.9 percent. Similarly, the share of Indian currency in total reserves stood at 23.6
percent as on mid-July 2019.

Reserve Adequacy Indicators

Based on the imports of 2018/19, the foreign exchange reserves of the banking sector is
sufficient to cover the prospective merchandise imports for 8.9 months, and
merchandise and services imports for 7.8 months.

In the review year, the ratio of reserve-to-GDP, reserve-to-imports, reserve-to-M2 and
reserves-to- reserve money stood at 30.0 percent, 64.9 percent, 29.0 percent and 148.6
percent respectively in mid-July 2019. Such ratios were 36.4 percent, 78.6 percent, 35.6
percent and 155.3 percent respectively a year ago.

Table 1.3
Reserve Adequacy Indicators

| 2016/17 | 2017/18 | 2018/19

1. Foreign Exchange Reserve Sufficient for Financing Imports of Equivalent Months
a. Merchandise 13.2 10.8 8.9
b. Merchandise and Services 114 9.4 7.8
2. Gross Foreign Exchange Reserve/GDP (%) 40.4 36.4 30.0
3. Gross Foreign Exchange Reserve/Imports* (%) 95.2 78.6 64.9
4. Gross Foreign Exchange Reserve/Broad Money Supply (%) 41.6 35.6 29.0
5. Gross Foreign Exchange Reserve/Reserve Money (%) 164.3 155.3 148.6

* Merchandise and Service Imports

Foreign Assets and Liability Position

Foreign assets and liabilities of the country stood at Rs.1080.10 billion and Rs.921.94
billion respectively as of mid-July 2019. Accordingly, the net international investment
position (1IP) remained a postive of Rs.158.16 billion in mid-July 2019. Such amount
was Rs.282.12 billion in mid-July 2018.

Trend of Foreign Exchange Rate

The exchange rate of Nepalese rupees vis-a-vis Indian rupees has been kept fixed also in
2018/19. As of mid-July 2019, Nepalese rupee depreciated by 0.02 percent against the
US dollar and 4.04 percent against the Japanese yen whereas appreciated by 5.44
percent against the pound sterling and 3.59 percent against the euro as compared to a
year ago.

Macroeconomic and Financial Situation 9
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Table 1.4
Trend of Foreign Exchange Rate
Overvaluation (+)
Foreign Buying Rate in NPR Depreciation (-)
Currency mid-July Pecentage
2017 2018 2019 2018 2019
1 US Dollar 102.86 109.34 109.36 -5.93 -0.02
1 Pound Sterling | 13332 144.71 137.25 -7.87 5.44
1 Euro 117.4 127.77 123.34 -8.12 3.59
10 Japanese Yen 9.08 9.73 10.14 -6.68 -4.04
Export Import Price Index
. . Chart 1.5: Export and Import Unit
The y-0-y unit value export price index Value Price Index
based on customs data increased by 0.8 1800
) o 170.0 < —0
percent and import price index decreased 160.0 //
by 2.3 percent in mid-July 2019. The %150-0
y-0-y terms of trade (ToT index) g’?iggg
increased by 3.2 percent in mid-July 2019 80 e
against a decrease of 2.0 percent in mid- 110.0 — - -
July 2018. 1000
2016/17 2017/18 2018/19
) ) ] —— Export —®— Import
Fiscal Situation

1.53 As per the Constitution of Nepal 2072, budget for 2018/19 was presented in the
Legislature-Parliament on May 29, 2018. To make the budget implementation more
effective, the budget made changes on provisions related tospending authority.

1.54

1.55

In the review vyear, the share of
recurrent, capital, and financing
expenditure to total expenditure

remained at 66.7 percent, 21.8 percent,

and 11.5 percent respectively. The
ratio of recurrent, capital, and
financing expenditure, based on
banking transactions, to GDP stood at

Table 1.5
Major Government Finance Indicators
(Percent of GDP)
Particulars 2016/17 | 2017/18 | 2018/19
Total Expenditure 30.5 35.2 30.8
Recurrent Expenditure 19.2 22.9 20.6
Capital Expenditure 7.4 8.7 6.7
Revenue 22.8 24.0 25.0
Tax Revenue 20.5 21.8 21.9
Fiscal Deficit -7.1 -10.1 -5.4

20.6 percent, 6.7 percent, and 3.5

percent respectively in the review year. Such ratios stood at 22.9 percent, 8.7 percent,
and 3.6 percent respectively in the previous year.

Government Revenue

In 2018/19, government revenue increased by 19.1 percent to Rs. 865.55 billion. In the
previous year, the government revenue had increased by 19.3 percent to Rs. 726.72
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billion. In the review year, ratio of revenue to GDP stood at 25 percent. Such ratio was
24 percent in the previous year.

The Value added tax (VAT) increased by 16.8 percent to Rs. 241.61 billion in the
review year. The VAT had increased by 29 percent to Rs. 206.79 billion in the previous
year.

Income tax increased by 21.5 percent to Rs. 194.28 billion in the review year compared
to an increase of 7.9 percent to Rs. 159.9 billion in the previous year.

In the review year, customs revenue increased by 12.8 percent to Rs. 155.37 billion.
Such revenue had increased by 21.7 percent to Rs. 137.79 billion in the previous year.

In the review year, excise duty increased 18.8 percent to Rs. 121.86 billion. Such
revenue had increased by 21.1 percent to Rs. 102.58 billion in the previous year.

Of the total revenue mobilized in the review year, the share of the VAT was the highest
at 28.1 percent followed by income tax (22.6 percent), customs duty (18.1 percent), and
excise duty (14.2 percent). These shares were 28.2 percent, 21.8 percent, 18.8 percent,
and 14 percent respectively in the previous year.

In the review year, mobilization of non-tax revenue increased by 38.3 percent to
Rs. 100.59 billion. Such revenue had Sl S e o RavE e
increased by 17.9 percent to Rs. 72.74 Mobilization, FY2018/19

billion in the previous year.

Non-Tax
OtherTax  pevenue

i 5.2% 5
Of the total revenue, the share of tax and Sucational 11.7% e

non-tax revenue stood at 88.3 percent o
and 11.7 percent respectively in the 14.2% 23
review year. Likewise, the share of direct "
and indirect tax revenue in total tax
revenue stood at 31.6 percent and 68.4 i o
percent respectively. In the previous
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Chart 1.7: Structure of Government
Expenditure on Cash Basis, FY2018/19
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increased by 0.1 percent to Rs. 1067.67 billion. In the previous year, such expenditure
had increased by 30.7 percent to Rs. 1066.18 billion.

In the review year, recurrent expenditure based on banking transaction increased by 2.7
percent to Rs. 712.31 billion. Recurrent expenditure, in the previous year, had increased
by 35 percent to Rs. 693.46 billion.

In the review year, capital expenditure based on banking transaction stood at Rs. 232.42
billion. Such expenditure had increased by 32.3 percent to Rs. 263.55 billion in the
previous year.

In the review year, banking transaction based financing item increased by 12.6 percent
to Rs. 122.94 billion, compared to an increase of 6.2 percent in the previous year.

Budget Deficit

In 2018/19, government budget (based on banking transaction) remained at a deficit of
Rs. 187.52 billion. Such budget deficit had amounted to Rs. 305.5 billion in the
previous year.

Sources of Financing Budget Deficit

In the review year, mobilization of total domestic borrowing amounted to Rs. 96.38
billion, accounting 2.8 percent of GDP. Such borrowing had amounted to Rs. 144.75
billion in the previous year.

In the review year, the principal repayment on domestic debt amounted to Rs. 34.31
billion. Government of Nepal (GON) maintained a cash surplus of Rs. 58.64 billion
with NRB at the end of the review year. Such cash surplus had amounted to Rs. 89.50
billion in the previous year.

Government Debt

. Table 1.6
As of m'd"]UIy 2019, the total Government Debt Situation
outstanding debt of GON Government Debt Indicators 2016/17 | 2017/18 | 2018/19
Lo 1. | Total Debt/Gross Domestic Product 26.1 30.2 30.2
stood at Rs. 1047.58 hillion, 2. | External Debt/Gross Domestic Product 155 173 17.2
. . 3. | Domestic Debt/Gross Domestic Product 10.6 12.9 13.1
which consists external debt of || 4. | External DebtExports 566.7 | 6457 | 6123
- 5. | Exsternal Debt Service/Exports 311 22.8 20.6
Rs. 594.61 billion and 6. | Total Debt Service/Revenue 10.1 7.7 6.3
. 7. | Domestic Debt Service/Revenue 6.4 5.2 4.0
domestic debt of Rs. 452.97 8. | External Debt Service/Revenue 37 2.6 23
G Note: IMF promissory notes and overdraft from the NRB are not included in
billion. Such debt was Rs. | 4 0 ent
916.25 billion in the previous | Source: FCGO and NRB

year. Total debt to GDP ratio stood at 30.2 percent in 2018/19.
Policy Provisions Regarding Revenue

The objectives of revenue policies stated in the GON’s budget for 2018/19 are as
follows:
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Broaden revenue base by bringing all economic activities into the tax net.

Make tax system investment friendly to promote productive industries and
business, helping to expand economic activities.

Make the tax system more progressive and equitable through timely reforms in tax
structure and tax rates.

Ensure efficient, professional, fair and improved tax administration for the tax
payers through revenue administration reform.

Control tax evasion and leakage by emphasizing tax compliance.

Increase the revenue by expanding tax base of non-tax revenue and by adjusting the
tax rates.

Major strategies and programs for implementing the revenue policy as stated in the
budget :

Indirect Tax

Education service fees and health service tax have been repealed.

The excise duty has been increased on alcohol, cigarette, tobacco-based goods
which are injurious to health. The sellers of these commodities in municipality or
metropolitan city area must be registered in value added tax (VAT). Also provision
of health risk tax has been made on production and imports of cigarettes at the rate
of twenty-five paisa per cigarette.

The provision of direct refund of Value Added Tax has been repealed. Likewise,
the provision of refund of VAT paid by importers on imports of mobile phone sets
has also been repealed.

Arrangement has been made to exempt the penalty against tax return non-filing for

those taxpayers who have not submitted Value Added Tax return for long time but
intend to comply regularly.

The excise duty has been increased for four-wheeler vehicles above 1000 CC and
motorcycle above 150 CC.

Public schools have been provided with 75 percent exemption of customs duty as
well as full exemption of excise duty and VAT on imports of bus having capacity
of 30 or more seats.

Returning Nepalese from abroad are allowed to import raw gold up to 100 grams by
paying duty.

Direct Tax

In order to develop equitable tax system through progressive tax, individual income
tax rates have been revised from previous 15 and 25 percent to 10, 20, and 30
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percent. It has been proposed to impose 20 percent surcharge on taxable income
above Rs. 20 lakhs.

e The threshold for exemption of capital gain tax imposed on transaction of house
and land has been decreased from Rs. 30 lakhs to Rs. 10 lakhs.

e The provision of dividend tax exemption for firm reinvesting cumulative profit in
existing industry has been extended to all manufacturing and tourism industries.
Similarly, subsidy in income tax has been proposed to industries providing direct
employment to more than one hundred people.

e It has been proposed to provide 50 percent income tax exemption on existing tax to
promote tea, textile and dairy industries. Income tax exemption for five years has
been proposed to promote small scale enterpreneurship business and additional two
years of expemtion has been proposed for such industries owned by women.

e 10 percent exepmtion on income tax has been proposed for three years as an
incentive to transfer private limited companies with paid up capital of Rs. 50 crore
or above into public limited company.

e It has been proposed to provide 20 percent tax exemption on income tax rate to
community hospitals. The GoN has proposed to exempt past fiscal years tax and
fees of social organizations if they submit statements as per prevailing income tax
act.

= Exemption of social security tax has been proposed for individuals participating in
the contributory provident fund. The limit of life insurance premium allowable for
the deduction in income tax has been increased to Rs. 25 thousand.

Tax Administration

e Strict action will be taken against those involved in revenue evasion and non-
compliance with tax laws. Special penalty will be imposed on the spot against non-
compliance and non-issuance of invoice.

e An automated system will be developed to exchange information of financial
statements submitted by tax payers to tax administration and financial institutions
in order to ensure financial transparency.

e An arrangement will be made to bring tax payers, who were unable to comply with
tax systems, into tax net if they submit tax returns of the past three years.

e Trade through letter of credit will be encouraged. Inspection based customs risk
management will be initiated. A provision will be made to restrict imports of goods
other than similar nature and certain quantity in a single consignment. The border
area will be intensively monitored to control illegal trade.

e Customs related transactions will be made realistic and based on transaction value
by exchanging electronic information with inter-country customs administration.
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e Liquor, beer, cigarettes and tobacco industries will be allowed to establish only in
specific places specified by the government.

e A tax payer information management system will be developed. It will be made
mandatory to issue electronic invoice for transparency of transactions and such
invoices will be linked to the central invoice monitoring system of Inland Revenue

Department.

= The rates of non-tax revenue will be reviewed to make it cost effective. The
existing policy provisions related to non-tax revenue collection will be reviewed.

Tax Rates

1.73 For 2018/19, there has been no change in the six import tariff rates applicable for

2017/18, namely, 5, 10, 15, 20, 30, and 80 percent. The nine excise rates applicable for
2017/18, namely, 5, 10, 15, 30, 35, 40, 50, 55 and 60 percent has been changed to 16
excise rates applicable for 2018/19, namely, 5, 7, 10, 15, 30, 35, 40, 50, 55, 60, 65, 70,

80, 85, 90 and 100 percent.

Table 1.7
Tax Rates
Description 2017/18 2018/19
1. Import Duties (Percent) 5, 10, 15, 20, 30, 80 5, 10, 15, 20, 30, 80
2. Export Duties (Percent) 10, 200 10, 200

3. Excise (Percent)

5, 10, 15, 30, 35, 40, 50,
55, 60

5, 7, 10, 15, 30, 35, 40,
50, 55, 60, 65, 70, 80,

85, 90 & 100
4. VAT (Percent) 13 Percent 13 Percent
5. Income Tax
(a) Exemption Threshold
() Individual Rs. 350,000 Rs. 350,000
(i) Couple or Family Rs. 400,000 Rs. 400,000
(b) Tax Rates (Percent)
(i) Upto exemption threshold of taxable
income from employment 1 Percent 1 Percent

(ii) After exemption threshold First Rs. 100,000 15 Percent | First Rs. 100,000 10 Percent
On residual amount 25 Percent | Next Rs. 200,000 20 Percent
Above Rs. 25 Lakhs 35 Percent | On residual amount 30 Percent
abovc Rs. 20 lakhs 36 Percent
Corporate Tax
(a) Flat Rate on Corporate Net Income
(i) Banks and Financial Institutions 30 Percent 30 Percent
(if) Telecommunication & Internet, Remittance,
Stockmarket, Merchant Banking and 25 percent 30 Percent
Commaodity Broaker
(ii) Others 25 Percent 25 Percent
(b) Partnership Firm 25 Percent 25 Percent
House Rent Tax 10 Percent 10 Percent
Meeting Allowance 15 Percent 15 Percent
Commission 15 Percent 15 Percent
Lottery, Gift, Prize 25 Percent 25 Percent
Interest Tax 5 Percent 5 Percent
Provident Fund and Pension 5 Percent 5 Percent
Government Securities 5 Percent 5 Percent
Dividend Tax 5 Percent 5 Percent
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Public Enterprises

Of the 40 public .
. Table 1.8
enterprlses_ (PEs) t_hat Financial Condition of Public Enterprises
have been in oper_atl_on Rs. in Billion Growth Rate (%)
under full or majority 2015/16 | 2016/17 | 2018/19 | 2016/17 | 2018/19
. Government Investment 270.03 312.08 | 364.79 15.6 16.9
ownershlp of the Share Investment 139.52 159.57 | 200.37 14.4 25.6
GON, 26 earned net Loan Investment 13051 | 15251 | 164.42 16.9 7.8
fit hil 11 Shareholders' Fund 217.45 | 289.56 | 509.62 33.2 76.0
proti whnile Unfunded Liabilities 3234 | 3857 | 38.83 19.3 0.7
incurred net loss and Operating Income 238.84 | 322.06 | 390.83 34.8 21.3
.. . Net Profit/Loss 34.96 41.43 43.45 18,5 4.9
remaining 3 did not | [Retained Profit/Loss 2236 | 2777 | 42.33 242 52.4
report the financial Source: Annual Performance Review of Public Enterprises, 2018, 2017, and
. 2016, Ministry of Finance, Government of Nepal
statements during
2017/18.
PEs recorded net profit of Rs. 43.45 billion in 2017/18 compared to their net profit of

Rs. 41.43 billion in 2016/17. Net profit of PEs remained favorable on account of net
profit earned by enterprises like Nepal Telecommunications Company Ltd. (Rs. 17.48
billion), Civil Aviation Authority of Nepal (Rs. 4.44 billion), Rastriya Banijya Bank
Ltd. (Rs. 3.66 billion), Nepal Oil Corporation (Rs. 3.59 billion), Agriculture
Development Bank (Rs. 3.44 billion), and Nepal Bank Ltd. (Rs. 3.22 billion) as well as
net profit earned by some other PEs.

In 2017/18, total capital fund of PEs as well as GON’s total investment in the form of
equity and debt had increased. The GON’s investment in PEs recorded a rise of 16.9
percent over the previous year.

In 2017/18, GON received dividend of Rs. 9.89 billion from PEs. This amount of
dividend represented 4.94 percent of total share investment of the GON. The dividend
received in the previous year had amounted to Rs. 7.78 billion. In the review year, GON
received dividend from Nepal Telecommunications Company Ltd., Civil Aviation
Authority of Nepal, Agriculture Development Bank Ltd., Hydroelectricity Investment
and Development Company Ltd., Nepal Stock Exchange Ltd., Industrial District
Management Ltd., and Citizen Investment Trust.

Net accumulated profit of PEs as of mid-July 2018 amounted to Rs. 42.33 billion. Such
profit was Rs. 27.77 billion in the previous year.

The share of unfunded liability in each of the PEs has been substantial on account of
facility being provided to retiring PE staff under various headings like gratuity, pension,
medical care, insurance, cash in lieu of leave, etc. In 2017/18, the unfunded liability
increased by 0.7 percent to Rs. 38.83 billion. Such liability had amounted to Rs. 38.57
billion in the previous year.
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Monetary and Financial Situation
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Monetary Situation

In 2018/19, broad money (M2) increased by 15.8 percent compared to an increase of
19.4 percent in the previous year. In the review year, narrow money (M1) increased by
8.6 percent in comparison to an increase of 17.6 percent in the previous year.

Currency in circulation increased by 1.7 percent in the review year compared to an
increase of 15.0 percent in the previous year. Demand deposits increased by 19.7
percent in the review year compared to an increase of 22.0 percent in the previous year.

In the review year, net foreign assets (foreign exchange valuation gain/loss adjusted)
decreased by Rs 67.40 billion (6.4 percent) in contrast to an increase of Rs. 0.96 billion
(0.1 percent) in the previous year.

In 2018/19, domestic credit expanded by 21.4 percent, compared to an increase of 26.5
percent in the previous year.

In the review year, net claims of monetary sectors’ on GON expanded by 40.3 percent
(Rs. 109.93 bhillion). Such claims had increased by 82.4 percent in the previous year.
The GON’s cash balance with NRB amounted to Rs. 58.64 billion at the end of the
review year.

In the review year, monetary sector’s claims on private sector expanded by 19.1 percent
(Rs. 467.49 billion), compared to an increase of 22.3 percent in the previous year.

In the review year, reserve money decreased by 1.5 percent, compared to an increase of
8.1 percent in the previous year.

Deposits at Banks and Financial Institutions (BFIs) increased by 18.0 percent in the
review year, compared to an increase of 19.2 percent in the previous year. Similarly,
Credit to the private sector from BFIs increased by 19.4 percent in the review year,
compared to an increase of 22.5 percent in the previous year.

Inter-Bank Transactions and Use of Standing Liquidity Facility

In 2018/19, inter-bank transactions of commercial banks amounted to Rs. 1,775.11
billion and those of other financial institutions (excluding transactions among
commercial banks) stood at Rs. 209.55 billion. These respective transactions had
amounted to Rs. 1,161.31 billion and Rs. 49.43 billion respectively in the previous year.
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Table 1.9
Inter-Bank Transactions and Use of Standing Liquidity Facility
Particulars 2016/17 | 2017/18 | 2018/19
Inter-bank  Transactions of Commercial  Banks

(Rs. in billion) 1062.04 | 1161.31 | 1775.11

Inter-bank Transaction Rate of Commercial Banks

Inter-bank Transaction of Other Financial Institutions

except among Commercial Banks (Rs. in billion) 381.02 4943 | 209.55

Inter-bank  Transaction Rate of Other Financial
Institutions (In Percent) * 4.47 5.40 6.24

Use of Standing Liquidity Facility (Rs. in billion) 62.39 38.33 | 154.33

1.89

1.90

1.91

1.92

1.93

1.94
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! Weighted average interest rate during mid-July
Liquidity Management

Liquidity management of the banking system has been conducted using the appropriate
instruments (repo, reverse repo, outright sale, outright purchase, deposit collection and
NRB bills) in accordance with the decision of the open market operation committee as
per the NRB Open Market Operation Bylaw, 2014.

In 2018/19, instruments for absorption and injection of liquidity as necessitated have
been used to address fluctuations in liquidity of banking system. To address the
provision of interest rate corridor system as announced by monetary policy of this fiscal
year, Interest rate corridor procedure, 2074 (with first amendment ) has been
implemented.

Standing Liquidity Facility (SLF) procedure, 2073 has been amended in accordance
with the monetary policy provision that revised the duration of the SLF, granted under
the NRB Open Market Operation Bylaw, 2014, to maximum 7 days.

In 2018/19, liquidity amounting Rs.100.35 billion (on turnover basis) was mopped up
through open market operation. Of which, Rs.20.70 billion was mopped up through
reverse repo auction and Rs.79.65 billion through deposit collection auction. Similarly,
total liquidity amounting Rs. 168.16 billion was injected. Of which, Rs. 162.46 billion
was injected through regular repo while Rs. 5.70 billion under interest rate corridor
through 14 days repo.

In 2018/19, liquidity worth Rs.154.33 billion was injected 156 times to manage short
term liquidity to demanding BFIs through government bonds (T-bills and development
bonds) and lending facilities against NRB bonds at the rate of 6.5 percent for 7 working
days.

Foreign Exchange Transaction

In 2018/19, NRB injected net liquidity amounting Rs. 360.91 billion through the net
purchase of US$ 3.19 billion from foreign exchange market (commercial banks). In
previous year, net liquidity amounting Rs. 422.34 billion was injected through the net
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purchase of US$ 4.05 billion. In the review year, Indian currency (IC) equivalent to Rs.
516.97 billion was purchased by selling convertible currency worth US$ 4.24 billion. In
the previous year, IC equivalent to Rs. 522.03 billion was purchased.

Table 1.10
Overall Situation of Foreign Exchange Transactions
(Rs. in billion)
Particulars 2016/17 2017/18 2018/19
1. US$ Purchase 435.86 431.48 368.63
2. US$ Sale - 9.15 7.72
3. Net Liquidity Injection 435.86 422.34 360.91
4. Purchase of Indian Currency by Selling US$ 437.73 498.64 478.92
5. Purchas_e of Indian Currency by Selling other 14.16 738 38.05
convertible currency

Short-Term Interest Rates

1.95 The 91-day weighted average T-bill rate and inter-bank rate among commercial banks
both have increased in the month of mid-July 2019 compared to the month of mid-July
2018. The 91-day weighted average T-bill rate in the month of mid-July 2019 stood at
4.97 percent in comparison to the rate of 3.74 percent in the same month of the previous
year. Similarly, the weighted average inter-bank transaction rate among commercial
banks stood at 4.52 percent in mid-July 2019, compared to an average of 2.96 percent in
the previous year. Likewise, the weighted average inter-bank interest rate among other
financial institutions stood at 6.24 percent in mid-July 2019 in comparison to an average
of 5.40 percent in mid-July 2018.

1.96 Weighted average lending and deposit interest rates of commercial banks stood at 12.13
percent and 6.60 percent respectively in mid-July 2019. Such rates were 12.47 percent
and 6.49 percent in mid-July 2018. Similarly, the average base rate (commercial banks)
stood at 9.57 percent in mid-July 2019, compared to the rate of 10.47 percent in mid-
July 2018.

Table 1.11

Interest Rate of Commercial Banks
Particulars 2016/17 | 2017/18 | 2018/19
Weighted Average Interest Rate of Loan

11.33 12.47 1213
6.15 6.49 6.60
9.89 10.47 9.57

Weighted Average Interest Rate of Deposit

Average Base Rate

Macroeconomic and Financial Situation 19



ANNUAL REPORT 2018/19

Sources and Uses of Funds of Banks and Financial Institutions

Commercial Banks

1.97 In 2018/19, total assets/liabilities of commercial banks increased by 17.7 percent (Rs.

1.98

1.99

1.100

1.101

1.102

1.103

542.69 billion) to Rs. 3611.93 billion in comparison to an increase of 18.8 percent (Rs.
486.20 billion) in the previous year.

In 2018/19, total deposits mobilized by commercial banks increased by 15.6 percent
(Rs. 383.84 billion) to Rs. 2843.06 billion in mid-July 2019 in comparison to an
increase of 18.2 percent (Rs 378.83 billion) in the previous year. In the review year,
the current, saving, and fixed deposits liabilities of commercial banks rose by 21.6
percent, 11.0 percent, and 19.8 percent respectively. Such growth was 29.4 percent,
15.5 percent and 21.5 percent respectively in the previous year.

The loans and advances of commercial banks in the review year increased by 18.8
percent (Rs.456.81 billion) to Rs. 2884.95 billion in mid-July 2019. The loans and
advances of commercial banks had increased by 23.2 percent in the previous year. In
the review year, claims on private sector increased by 17.5 percent (Rs. 366.11 billion)
which had increased by 22.3 percent (Rs. 381.49 billion) in the previous year. The
ratio of claims on private sector to GDP stood at 70.9 percent in mid-July 2019.

In 2018/19, loans and advances on priority sectors by commercial banks have reached
to 17.7 percent (Rs. 440.84 billion) of the total loan disbursed. Among this, loan on
agriculture, energy and tourism sectors stood at 8.8 percent, 4.5 percent and 4.3
percent respectively.

In the review year, commercial banks' investment in government securities increased
28.6 percent (Rs. 79.03 billion) to Rs. 354.89 billion as in mid-July 2019. Such
investment had increased by Rs. 72.80 billion in the previous year.

As in mid-July 2019, the liquid assets of commercial banks (including investment in
government securities) amounted to Rs. 730.56 billion. These liquid assets represented
25.7 percent of the total deposits this year as compared to 26.2 percent in the previous
year. Among the components of liquid assets, liquid funds increased by 2.2 percent in
the review period. Commercial Banks' balance held abroad increased by 22.3 percent
(Rs. 24.59 billion) to Rs. 134.98 billion while balance with NRB decreased by 13.2
percent (Rs. 25.18 billion) to Rs. 165.90 billion as in mid-July 2019.

Development Banks

In the review year, total assets/liabilities of development banks increased by 28.3
percent (Rs. 100.82 billion) to Rs. 457.66 billion as in mid-July 2019. Total deposits,
the major source of resource mobilization, expanded by 31.2 percent (Rs. 89.85
billion) to Rs. 378.19 billion in the review year. Likewise, liquid assets of
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development banks (including investment in government securities) as in mid-July
2019 amounted to Rs. 39.03 billion, accounting 10.3 percent of total deposits. Such
asset was 9.8 percent in the previous year. Among the components of liquid assets,
liquid funds expanded by 15.6 percent to Rs. 23.36 billion in the review year.

In the review year, loans and advances of development banks increased by 29.50
percent (Rs. 95.37 billion) to Rs. 418.74 billion as in mid-July 2019 compared to an
increase of 28.4 percent in the previous year. Among the components of loans and
advances, claims on the private sector expanded by 35.7 percent to Rs. 342.11 billion
as in mid-July 2019, accounting 9.9 percent of GDP.

Finance Companies

In the review year, total assets/liabilities of finance companies increased by 16 percent
(Rs. 15.15 billion) to Rs. 110.01 billion as in mid-July 2019. Such assets/liabilities had
expanded by 18.5 percent to Rs. 94.86 billion in the previous year. Deposit
mobilization, the major source of resource mobilization, expanded by 18.8 percent
(Rs. 11.85 billion) to Rs. 74.79 billion in mid-July 2019 in comparison to the
expansion of 21.6 percent in the previous year. Liquid assets of finance companies
(including investment in government securities) in mid-July 2019 amounted to Rs.
11.59 billion, accounting 15.5 percent of total deposits. Such ratio was 14.6 percent in
the previous year. Among the components of liquid assets, liquid funds expanded by
13.6 percent to Rs. 6.27 billion in mid-July 20109.

In the review year, loans and advances of finance companies expanded by 16.1 percent
(Rs. 14.03 billion) to Rs. 100.98 billion in mid-July 2019 in comparison to the
expansion of 19.0 percent in the previous year. Among the components of loans and
advances, claims on private sector increased by 17.9 percent to Rs. 67.49 billion in
mid-July 2019, accounting 1.9 percent of GDP.

Microfinance Financial Institutions

As of mid-July 2019, there are 90 microfinancial institutions (MFIs) in operation.
Among them, 86 are working as replicators of grameen (rural) banking system while 4
are carrying out wholesale microfinance lending transactions.

In the review year, total assets/liabilities of MFIs expanded by 58.8 percent to Rs.
273.06 billion. In mid-July 2019, the total deposits and borrowings of MFIs reached
Rs. 85.63 billion and Rs. 126.48 billion respectively while total credit and investment
reached Rs. 235.15 billion and 2.57 billion respectively.

Insurance Companies

As of mid-July 2019, there are 40 insurance companies in operation including 19 life
insurance companies, 20 non-life insurance companies and 1 reinsurance company.
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Based on data received from Insurance Board, total assets/liabilities of insurance
companies increased by 33.4 percent to Rs. 347.16 billion in mid-July 2019, compared
to the amount of Rs. 260.32 billion in mid-July 2018.

Employees Provident Fund

In mid-July 2019, total assets/liabilities of the Employees Provident Fund (EPF)
increased by 9.8 percent to Rs. 342.72 billion compared to an increase of 24.2 percent
to Rs. 312.15 billion in the previous year. Provident fund of the employees expanded
by 11.2 percent to Rs. 309.85 billion in mid-July 2019 compared to Rs. 278.75 billion
in mid-July 2018.

Citizen Investment Trust

Based on data obtained from Citizen Investment Trust (CIT), total assets/liabilities of
the trust rose by 30.6 percent to Rs. 148.91 billion in mid-July 2019, compared to Rs.
114.06 billion in the previous year. Fund collection, a major component in the
liabilities side of CIT, increased by 17.1 percent to Rs. 126 billion in mid-July 2019
compared to the amount of Rs. 107.61 billion in the previous year. Loans and
advances increased by 56.1 percent to Rs. 40.65 billion compared to the amount of Rs.
26.04 billion in the previous year.

Postal Savings Bank

Among the 117 offices of Postal Saving Bank authorized for collecting deposits under
Postal Services Department of GON, only 66 offices are presently involved in deposit
collection. As of mid-July 2019, total deposits of Postal Saving Bank amounted to
Rs. 1.32 billion while the loans and advances amounted to Rs. 0.38 billion.

Table 1.12
Transaction Details of Postal Saving Bank
Mid-July
Particulars 2017 2018 2019
Number of Offices Licensed to accept Deposits 117 117 117
Number of Offices accepting Deposits 68 65 66
Number of Offices doing Investment 59 57 57
Number of Accounts 69,695 72,947 63,396
Total Deposits (Rs. in million) 2,114.3 3,403.2 1,327.3
Total Investment Outstanding (Rs. in million) 657.8 593.6 377.8

Source: Department of Postal Services, GON
Deposit and Credit Guarantee Fund

The Deposit and Credit Guarantee Fund (DCGF) has been providing credit guarantee
services for priority sector as well as for livestock, vegetable farming, foreign
employment, micro and deprived sector, and small and medium-scale enterprises. The
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DCGF guaranteed total credit amounting to Rs. 25.66 billion and total deposits

amounting to Rs. 603.39 billion as of mid-July 2019 (Table 1.13).

Table 1.13

Transaction Details of Deposit and Credit Guarantee Fund

Particulars Mid-July Percent Change

2017 2018 2019 2017/18 | 2018/19
Total Deposit Guaranteed (Rs. in billion) | 381.89 430.74 | 603.38 12.8 40.08
Total Credit Guaranteed (Rs. in billion) 9.46 12.38 25.66 30.8 78.82

Source: Deposit and Credit Guarantee Fund

Credit Information Centre Limited

1.114 According to information available from Credit Information Centre Limited, the
number of blacklisted borrowers reached 8,620 in mid-July 2019 compared to 6,241 in

mid-July 2018.

Financial Structure

1.115 As of mid-July 2019, there are total of 225 banks and non-bank financial institutions
in operation including 182 BFIs (NRB licensed 171 and 11 others), 40 insurance
companies, Employment Provident Fund, Citizen Investment Trust and Postal Saving
Bank. The number of such institutions in operation were 241 in the previous year.

Table 1.14
Number of Banks and Financial Institutions
Banks and Financial Institutions gl
2017 | 2018 | 2019
Commercial Banks 28 28 28
Development Banks 40 33 29
Finance Companies 28 25 23
Microfinance Development Banks 53 65 90
Cooperatives Licensed by the NRB (performing limited banking
transactions) 14 14 -
NGOs Licensed by the NRB (performing limited banking transactions) 25 24 -
Institutions Licensed by NRB to conduct banking transactions 188 189 171
Other Insitutions 10 10 11
Insurance Companies 28 39 40
Employees Provident Fund 1 1 1
Citizen Investment Trust 1 1 1
Postal Saving Bank 1 1 1
Total 229 241 225

1 including National Cooperative Bank Ltd., Shri Masreq Bank PSC, and Hydropower Investment and
Development Company Ltd. along with licensed institutions for the purpose of conducting hire purchase

transactions

1.116 As of mid-July 2019, the share of NRB in total assets/liabilities of the financial system
remained 16.9 percent. Likewise, the share of commercial banks in total financial
system has been 56.7 percent, development banks 7.2 percent, finance companies 1.7
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1.117

1.118

1.119

1.120

percent, microfinance financial institutions 4.3 percent, Employees Provident Fund 5.4
percent, Citizen Investment Trust 2.3 percent, and insurance companies 5.5 percent.
As of mid-July 2019, the ratio of total assets/liabilities of the banking system and GDP
stood at 159.5 percent.

Financial Expansion . .
| b Chart 1.8: Structure of Nepalese Financial

The number of BFls System, Mid-July 2019
(including the

cooperatives and NGOs I 2,3%\ 5.5% 1o
performing limited B

banking operations)
licensed by NRB
declined to 171 in mid-
July 2019 compared to
189 in mid-July 2019.
As of mid-July 2019,
there were 28
commercial banks, 29
development banks, 23
finance companies, 90
micro-finance development banks (MFDBs) and 1 infrastructure development bank.

56.7%

= Nepal Rastra Bank % Comercial Banks B Development Banks

™ Finance Companies B Microfinance Fls Employees Provident Fund

Citizen Investment Trust ¥ |nsurance Companies

Of the total 753 local levels, commercial banks extended their branches at 735 levels
as of mid-July 2019 in comparison to 631 levels in mid-July 2018.

The total number of deposit accounts and borrowers has reached 27.87 million and
1.44 million respectively in mid-July 2019. Such number was 23.55 million and 1.30
million respectively in mid-July 2018. Similarly, the number of depositors and
borrowers in MFIs have reached 4.33 million and 2.68 million respectively in mid-
July 2019. These MFIs have provided their services in all 77 districts.

The cooperatives carrying out limited banking operations licensed by NRB has been
separated from regulatory and supervisory scope of the bank from 17 July 2018. The
number of cooperatives and NGOs licensed by NRB carrying out limited banking
operations were 14 and 24 respectively as of mid-July 2018.
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Securities Market

On y-0-y basis, the NEPSE index
Chart 1.9: Stock Market Trend

increased by 3.8 percent to 1259.0 (NEPSE Index)

points in mid-July 2019. Such index | 1800 ;

was decreased by 23.4 percent to 1,eoo§ /,\\

1212.4 in mid-July 2018. Similarly, the | S1.400 - / N

NEPSE sensitive index also increased | 'g1200 | >

by 6.3 percent to 271.3 points in mid- | 21,000 A%
July 2019 over its level at 255.2 points 800
in  mid-July 2018. Similarly, the 600 -
NEPSE float index also increased by e e S
6.1 percent to 92.4 points in mid-July

2019 from 87.2 points as in mid-July 2018.

There has been a reduction in the total amount of securities market transactions in the
review year. Total share transactions decreased by 9.3 percent to Rs. 110.07 billion in
the review year from Rs. 121.39 billion in the previous year.

As of mid-July 2019, market capitalization on y-0-y basis increased by 9.2 percent to
Rs. 1567.50 billion. The market capitalization to GDP ratio declined to 45.2 percent in
mid-July 2019 from 47.3 percent a year ago. In the review year, the share of banks and
financial institutions (including insurance companies), hydropower, manufacturing
and processing, hotels, trading and others in stock market capitalization stood at 78.5
percent, 6 percent, 4.2 percent, 1.8 percent, 0.1 percent and 9.5 percent respectively.

The paid-up share value of listed companies in NEPSE increased by 17.1 percent to
Rs. 412.28 billion in 2018/19. Total additional securities worth Rs 61.45 billion were
listed which consisted of ordinary shares of Rs. 27.20 billion, right shares of Rs. 10.81
billion, bonus shares of Rs. 22.58 billion and debenture of Rs. 851 million.

The number of companies listed in Nepal Stock Exchange Limited has reached 215 in
mid-July 2019. Such number was 196 in mid-July 2018. Among the listed companies,
154 are BFIs (including insurance companies) while 19 are manufacturing and
processing industries, 30 are hydro-power companies, 4 each are hotels and trading
companies, and 4 are categorized under the others.
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Table 1
World Economic Growth Rate, Price, and Trade

(Annual Percent Change)

2017 2018 Projection
2019 2020
World Output 3.8 3.6 3.0 34
Advanced Economies 2.5 2.3 1.7 1.7
United States 2.4 2.9 2.4 2.1
Euro Area 25 1.9 1.2 14
Japan 1.9 0.8 0.9 0.5
Emerging and Developing Economies 4.8 45 3.9 4.6
Emerging and Developing Asia 6.6 6.4 5.9 6.0
China 6.8 6.6 6.1 5.8
India 7.2 6.8 6.1 7.0
Goods Price
Fuel 23.3 29.4 -9.6 -6.2
Non-fuel 6.4 1.6 0.9 1.7
Consumer Price
Advanced Economies 1.7 2.0 15 1.8
Emerging and Developing Economies 4.3 4.8 4.7 4.8
World Trade (Merchandise and Services) 5.7 3.6 1.1 3.2

Source: International Monetary Fund, World Economic Outlook, October 2019
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Macroeconomic Indicators

Percent Change

S.N. Description 2016/17 2017/18 2018/19
1 Producers' Prices:

1.1 GDP at constant (2000/01) prices 8.2 6.7 7.1

1.2 GDP at current prices 18.7 13.3 14.3
2 Basic Prices:

2.1 GDP at constant (2000/01) prices 7.7 6.3 6.8

2.2 GDP at current prices 17.4 11.7 12.3
3 GNI at Current Prices 18.3 12.9 14.8
4 Total Consumption 7.1 7.6 10.6
5 Gross Domestic Saving 292.0 50.3 314
6 Gross National Saving 374 14.9 27.1
7 Total Investment 65.0 33.6 29.0
8 Gross Fixed Capital Formation 29.9 25.1 21.6
9 Gross National Disposable Income 16.1 10.2 16.6
10 Money Supply (M1) 13.1 17.6 8.6
11 Broad Money Supply (M2) 15.5 194 15.8
12 Domestic Credit 20.6 26.5 214
13 Fixed Deposits 61.3 25.5 224
14 Total Exports 4.2 114 194
15 Total Imports 28.0 25.8 13.9
16 Gross Foreign Exchange Reserve 3.9 2.1 -5.8
17 Government Revenue 26.4 19.3 19.1
18 Government Expenditure* 40.2 30.7 0.1
19 National Consumer Price Index 45 4.2 4.6
20 Wholesale Price Index 2.7 1.7 6.2

As Percent of Nominal GDP at Producers' Prices

1 Total Consumption 86.6 82.2 79.5
2 Gross Domestic Saving 134 17.8 20.5
3 Gross National Saving 46.4 47.1 52.4
4 Total Investment 46.8 55.2 62.3
5 Gross Fixed Capital Formation 32.4 34.7 36.9
6 Gross National Disposable Income 133.0 129.3 131.9
7 Money Supply (M1) 21.3 22.1 21.0
8 Broad Money Supply (M2) 96.9 102.1 1034
9 Domestic Credit 81.4 90.9 96.6
10 Fixed Deposits 36.2 40.1 43.0
11 Total Exports 2.7 2.7 2.8
12 Total Imports 37.0 411 40.9
13 Foreign Exchange Reserve 40.4 36.4 30.0
14 Government Revenue 22.8 24.0 25.0
15 Government Expenditure* 305 35.2 30.8
16 Government Budget Surplus/Deficit* -7.1 -10.1 -5.4
17 Domestic Borrowings -34.3 -38.4 -38.1
18 Trade Balance (-Deficit) -04 -8.2 -7
19 Current Account Balance (-Deficit) 15.5 17.3 17.2
20 Total Outstanding External Debt 10.6 12.9 13.1

* On cash basis

Source: Economic Survey, 2018/19; Financial Comptroller General Office
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Table 3

Sectoral Growth Rate of Gross Domestic Product

(at 2000/01 prices)

(In Percent)

Growth Rate

Particulars
2016/17 2017/18% | 2018/19°
1. Agriculture 5.2 2.8 5.0
Agriculture and Forestry 5.1 2.7 5.0
Fishery 8.0 6.0 5.6
2. Non-agriculture 9.0 7.7 7.5
Industry 12.4 9.6 8.1
Mining and Quarrying 13.7 8.9 9.5
Manufacturing 9.7 9.2 5.8
Electricity, Gas & Water 20.5 9.8 12.4
Construction 12.4 10.0 8.9
Service 8.1 7.2 7.3
Wholesale & Retail Trade 11.9 12.3 10.9
Hotels & Restaurants 7.3 9.8 8.3
Transport, Storage & Communication 6.5 4.6 5.9
Financial Intermediation 9.1 6.4 6.2
Real Estate, Renting & Business Activities 5.7 5.2 6.1
Public Administration & Defence 9.1 5.1 5.6
Education 7.4 5.0 5.2
Health & Social Work 7.3 6.3 6.7
Other Community, Social & Personal Service Activities 5.6 55 6.0
GDP at basic prices 7.7 6.3 6.8
GDP at producers' prices 8.2 6.7 7.1

R = Revised Estimate
P = Provisional Estimate

Source: Central Bureau of Statistics
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National Consumer Price Index

(Annual Average)

(Base Year: 2014/15=100)
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Groups/Sub-Groups Wﬁjfht 2016/17 2017/18 2018/19 20F1§;f§nt C';%’Igfl ;
Overall Index 100.00 114.8 119.6 125.1 4.2 46
1. Food & Beverage 4391 113.0 116.1 119.7 2.7 3.1
Cereal Grains & their Products 11.33 111.1 113.8 119.9 25 53
Legume Varieties 1.84 125.4 95.2 89.1 -24.0 65
Vegetables 552 1075 119.7 1163 114 2.9
Meat & Fish 6.75 1124 114.9 120.0 22 45
Milk Products & Eggs 5.24 114.0 121.9 124.9 7.0 25
Ghee & Oil 2.95 1123 115.1 1224 24 6.3
Fruits 2.08 110.6 1147 1219 38 6.2
Sugar & Sweets 1.74 1232 1223 118.2 0.7 33
Spices 1.21 119.9 114.0 120.4 -4.9 5.6
Soft Drinks 1.24 108.5 1117 116.0 3.0 38
Hard Drinks 0.68 126.1 135.8 150.6 76 10.9
Tobacco Products 0.41 1116 1175 129.8 5.4 10.4
Restaurant Food 2.92 117.1 122.8 128.7 4.9 4.9
2. Non-Food & Services 56.09 116.3 1224 129.6 5.3 5.9
Clothing & Footwear 7.19 124.7 132.1 141.0 59 6.8
Housing & Utilities 20.30 122.0 1303 140.3 6.8 77
Furnishing & Household Equipment 4.30 112.9 117.2 123.9 37 5.7
Health 347 105.3 107.7 110.1 2.2 2.2
Transport 5.34 100.9 102.9 109.3 19 6.3
Communication 2.82 104.9 105.4 103.8 05 15
Recreation & Culture 246 1075 111.9 116.9 41 45
Education 7.41 120.9 130.6 1372 8.0 5.0
Miscellaneous Goods & Services 281 113.8 118.1 124.4 37 5.4
Consumer Price Index - Kathmandu Valley
Overall Index 100.00 115.0 1188 1245 33 49
1. Food & Beverage 39.77 115.0 118.7 1225 3.2 3.3
2. Non-Food & Services 60.23 115.0 1188 125.9 33 5.9
Consumer Price Index - Terai
Overall Index 100.00 1134 1184 1234 4.4 43
1. Food & Beverage 44.14 111.4 114.3 116.8 2.6 2.2
2. Non-Food & Services 55.86 115.0 1217 128.8 5.9 5.9
Consumer Price Index - Hills
Overall Index 100.00 1175 122.9 129.0 46 5.0
1. Food & Beverage 46.88 114.2 116.7 1218 2.2 43
2. Non-Food & Services 53.12 1205 128.6 135.7 6.7 5.6
Consumer Price Index - Mountain
Overall Index 100.00 113.2 119.8 125.7 59 49
1. Food & Beverage 59.53 111.4 117.0 120.7 5.0 3.2
2. Non-Food & Services 40.47 115.9 124.2 1335 7.2 75
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Table 5

National Wholesale Price Index

(Annual Average)

(Base Year: 1999/2000=100)

n Percent Change
- 0,
Groups/Sub-Groups Weight % 2016/17 2017/18 2018/19 2017/18 2018/19

1. Overall Index 100.00 98.3 100.0 106.2 1.7 6.2
1.1 Primary Commodities 33.59 101.3 100.0 106.1 -1.2 6.1
Foodgrains 8.76 101.3 100.0 106.1 1.2 6.1
Non-food 57.65 101.6 100.0 106.3 16 6.3

1.2 Fuel and Power 31.27 94.5 100.0 112.7 5.8 12.7
Petroleum Products 231 9.3 100.0 119.6 6.0 19.6
Electricity 5.66 100.0 100.0 0.0

1.3 Manufactured Commodities 3.10 95.8 100.0 105.3 4.3 5.3
Food Beverages & Tobacco 15.16 95.9 100.0 105.3 43 53
Textile 1.01 100.9 100.0 115.1 0.9 15.1
Leadhter and Leather-related Products 0.29 103.0 100.0 104.0 29 4.0
Wood and Wood-related Products 2.07 100.0 109.4 9.4
Paper and Paper Products 1.08 100.7 100.0 100.1 0.7 11
Chemical and Chemical Goods 6.55 973 100.0 100.2 28 0.2
Rubber and Plastic Products 1.92 98.0 100.0 105.2 2.0 5.2
Non-metalic Mineral Products 450 91.7 100.0 101.2 9.0 1.2
Basic Metals 12,55 87.9 100.0 108.7 13.7 87
Electric & Electronic Goods 4.45 96.2 100.0 99.9 4.0 0.1
Machinery and Goods 3.17 97.0 100.0 103.8 3.1 38
Transport, Equipment & Parts Goods 3.80 88.8 100.0 112.3 12.6 12.3
Others 1.08 98.7 100.0 104.0 13 4.0
Broad Economic ........ 100.00 100.0 106.2 6.2
Consumption Goods 32.90 100.0 105.5 55
Meadiator Goods 56.30 100.0 107.3 7.3
Capital Goods 10.80 100.0 102.9 29
Construction Materials 14.03 90.3 100.0 108.0 8.0
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National Salary and Wage Rate Index

(2004/05 = 100)
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Weight Percent Change
Groups/Sub-Groups 0/3 2015/16 2016/17 2017/18 2018/19 2017/18 2018/19

Overall Index 100.00 369.8 4232 449.4 491.1 6.2 9.3
1. Salary Index 26.97 284.4 336.4 368.6 393.1 9.6 6.6
Officers 9.80 265.8 310.9 339.6 367.0 9.2 8.1
Non-Officers 17.17 295.0 350.8 385.1 408.0 9.8 5.9
1.1 (Civil Service 2.82 3407 423.2 423.2 454.4 0.0 7.4
Officers 0.31 281.4 350.7 350.7 358.8 0.0 2.3
Non-Officers 2,51 3479 4320 4320 466.0 0.0 7.9
1.2 Public Corporations 1.14 290.1 350.6 353.1 3735 0.7 5.8
Officers 0.19 233.0 295.2 297.2 3105 0.7 45
Non-Officers 0.95 301.6 361.6 364.2 386.0 0.7 6.0

13 Ban.k&_FinanciaI
Institutions 0.55 4577 4949 523.2 529.2 5.7 1.1
Officers 0.10 3523 375.6 4075 4146 85 1.7
Non-Officers 0.45 4818 522.2 549.7 555.5 5.3 1.1
1.4 Army & Police Forces 4.01 3324 410.8 410.8 443.9 0.0 8.1
Officers 0.17 259.3 322.6 322.6 337.0 0.0 45
Non-Officers 3.84 3357 414.8 414.8 448.8 0.0 8.2
1.5 [Education 10.55 300.2 362.4 383.4 4227 5.8 10.3
Officers 6.80 2721 326.8 354.6 392.9 8.5 10.8
Non-Officers 3.75 351.2 426.9 4355 476.7 2.0 9.5
1.6 Private Institutions 7.90 206.0 219.7 299.4 299.4 36.3 0.0
Officers 294 243.6 254.4 203.9 293.9 15.5 0.0
Non-Officers 5.66 191.1 206.0 3015 3015 46.4 0.0
2. |Wage Rate Index 73.03 401.3 455.3 4793 5273 5.3 10.0
2.1 |Agricultural Labourer 39.49 4575 517.3 546.3 609.0 56 115
Male 20.49 4510 498.0 523.0 580.1 5.0 10.9
Female 19.00 464.6 538.2 571.4 640.1 6.2 12.0
2.2 (Industrial Labourer 25.25 329.0 3746 391.8 419.1 4.6 7.0
Highly Skilled 6.31 319.8 356.9 360.1 392.8 0.9 9.1
Skilled 6.31 326.9 370.1 3729 400.2 0.7 7.3
Semi-Skilled 6.31 3233 363.8 366.6 398.8 0.8 8.8
Unskilled 6.32 345.8 407.6 4674 4843 14.7 3.6
2.3 Construction Labourer 8.29 354.1 405.7 426.7 467.4 5.2 95
Mason 2.76 3296 379.2 398.9 4323 5.2 8.4
Skilled 1.38 3184 368.9 389.8 424.0 5.7 8.8
Unskilled 1.38 3409 389.4 408.1 4407 4.8 8.0
Carpenter 2.76 316.8 371.9 386.5 4193 3.9 85
Skilled 1.38 3109 359.4 374.1 409.4 4.1 9.4
Unskilled 1.38 32238 384.4 398.9 429.2 3.8 7.6
Worker 2.77 4157 466.0 4946 550.5 6.1 11.3
Male 1.38 422.0 457.1 480.4 541.2 5.1 12.7
Female 1.39 409.5 4749 508.7 559.6 7.1 10.0
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Table 7

Consumer Price Inflation in Nepal and India (Monthly Series)

(y-0-y changes)

R 2016/17 2017/18 2018/19
Nepal India Deviation Nepal India Deviation Nepal India Deviation

August 8.6 5.1 35 2.3 34 -1.1 4.2 3.7 0.5
September 7.9 4.3 3.6 34 3.3 0.1 3.9 3.7 0.2
October 6.7 4.2 25 31 3.6 -0.5 4.7 34 13
November 4.8 3.6 1.2 3.9 4.9 -1.0 4.2 2.3 1.9
December 3.8 3.4 0.4 4.2 5.2 -1.0 3.7 21 1.6
January 3.2 3.2 0.0 4.0 5.1 -1.1 4.6 2.1 2.6
February 3.3 3.7 0.4 5.0 4.4 0.6 4.4 2.6 18
March 29 3.8 -0.9 6.0 4.3 1.7 4.2 29 13
April 3.8 3.0 0.8 5.3 4.6 0.7 4.4 29 15
May 3.4 2.2 1.2 41 4.9 -0.8 5.3 3.1 2.2
June 2.8 1.5 1.2 41 5.0 -0.9 6.2 3.2 3.0
July 27 2.4 0.4 4.6 4.2 0.4 6.0 3.2 2.9

Average 45 3.4 1.1 4.2 4.4 -0.2 4.6 2.9 1.7
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Table 8
Direction of Foreign Trade*
(Rs. in Million)
Percent Change
2016/17 2017/18% 2018/19°
2017/18 2018/19
TOTAL EXPORTS 73049.1 81359.8 97109.5 114 194
To India 41449.2 46719.8 62731.8 12.7 343
To China 17015 2437.7 2109.8 433 -13.5
To Other Countries 29898.4 32202.3 32267.9 7.7 0.2
TOTAL IMPORTS 990113.2 1245103.2 1418535.3 25.8 139
From India 633669.6 814101.6 917909.3 28.5 12.8
From China 127245.0 159987.1 205527.4 25.7 285
From Other Countries 229198.6 271014.5 295098.6 18.2 8.9
TOTAL TRADE BALANCE -917064.1 | -1163743.4 | -1321425.7 26.9 135
With India -592220.4 -767381.8 -855177.5 29.6 114
with China -125543.5 -157549.4 -203417.6 255 29.1
With Other Countries -199300.2 | -238812.2 | -262830.6 19.8 10.1
TOTAL FOREIGN TRADE 1063162.3 | 1326463.0 | 1515644.8 24.8 14.3
With India 675118.7 860821.4 980641.1 275 13.9
With China 128946.5 162424.8 207637.2 26.0 27.8
With Other Countries 259097.0 303216.8 327366.5 17.0 8.0
(In Percent)
1. Ratio of Exports to Imports 7.4 6.5 6.8
India 6.5 5.7 6.8
China 13 15 1.0
Other Countries 13.0 11.9 10.9
2. Share in Total Exports
India 56.7 57.4 64.6
China 23 3.0 2.2
Other Countries 40.9 39.6 332
3. Share in Total Imports
India 64.0 65.4 64.7
China 12.9 12.8 145
Other Countries 231 218 20.8
4. Share in Trade Balance
India 64.6 65.9 64.7
China 13.7 135 15.4
Other Countries 21.7 20.5 19.9
5. Share in Total Trade
India 635 64.9 64.7
China 12.1 12.2 13.7
Other Countries 244 22.9 21.6
6. Share of Exports & Imports in Total Trade
Export 6.9 6.1 6.4
Import 93.1 93.9 93.6

* Based on customs data
P = Provisional
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Table 9
Exports of Major Commodities to India*
(Rs. in Million
Fiscal Year Percent Change
2016/17 2017/18R 2018/19° 2017/18 2018/19

A. | Major Commodities 35001.1 37775.9 51129.9 7.9 35.4
1 | Aluminium Section 263.2 115.7 6.5 -56.0 -94.4
2 | Biscuits 0.1 0.0 0.0 - -
3 | Brans 266.9 325.1 286.5 21.8 -11.9
4 | Brooms 0.0 0.6 0.4 - -38.6
5 Cardamom 3906.2 4846.3 4283.9 24.1 -11.6
6 | Catechue 0.0 0.0 0.0 - -
7 | Cattlefeed 555.4 467.9 492.7 -15.8 5.3
8 | Chemicals 10.1 7.4 4.6 -26.7 -38.6
9 | Cinnamon 71.0 93.8 82.1 32.2 -12.5
10 | Copper Wire Rod 793.5 950.2 971.2 19.7 2.2
11 | Fruits 17.1 16.2 2.6 -5.2 -84.2
12 | G.l. pipe 1026.0 246.4 209.9 -76.0 -14.8
13 | Ghee (Vegetable) 0.0 0.0 0.0 - -
14 | Ghee (Clarified) 145.4 1194 82.7 -17.9 -30.7
15 | Ginger 232.3 701.3 497.3 201.9 -29.1
16 | Handicraft Goods 44.2 39.2 50.9 -11.5 30.1
17 | Herbs 603.7 728.5 723.4 20.7 -0.7
18 | Juice 5057.5 4738.5 4549.9 -6.3 -4.0
19 | Jute Goods 4460.5 4643.5 5811.4 4.1 25.2
(a) Hessian 138.0 220.1 318.4 59.5 44.7

(b) Sackings 3613.3 44194 5493.0 22.3 24.3

(c) Twines 709.2 4.1 0.0 -99.4 -

20 | Live Animals 126.5 68.7 10.1 -45.7 -85.4
21 | M.S. Pipe 46.7 7.8 0.0 -83.3 =
22 | Marble Slab 31.8 53.2 51.6 67.5 -3.2
23 | Medicine (Ayurvedic) 681.3 743.3 734.0 9.1 -1.2
24 | Mustard & Linseed 28.2 31.6 29.8 12.0 -5.6
25 | Noodles 655.6 537.2 791.5 -18.1 47.3
26 | Oil Cakes 1460.1 1480.8 1608.1 14 8.6
27 | Paper 8.6 1.9 42.3 -77.9 -
28 | Particle Board 18.2 13.4 7.9 -26.2 -41.5
29 | Pashmina 72.1 80.2 113.5 11.2 41.4
30 | Plastic Utensils 169.9 22.1 2.6 -87.0 -88.3
31 | Polyester Yarn 2816.5 3665.1 6159.6 30.1 68.1
32 | Pulses 0.4 0.1 0.2 -88.7 372.0
33 | RawJute 39.5 0.0 0.8 - -
34 | Readymade Garments 201.1 147.5 174.4 -26.7 18.2
35 | Ricebran Qil 24.2 11.5 0.0 -52.4 -
36 | Rosin 1671.2 1581.0 1385.6 -5.4 -12.4
37 | Shampoos and Hair Oils 0.0 0.0 0.0 - -
38 | Shoes and Sandals 1233.9 1247.6 906.5 1.1 -27.3
39 | Skin 249.7 2745 189.9 9.9 -30.8
40 | Soap 1.9 1.0 0.7 -47.9 -26.1
41 | Stone and Sand 0.0 0.0 0.0 - -
42 | Turpentine 285.2 321.0 3124 12.5 -2.7
43 | Textiles** 3241.0 3204.0 3420.5 -1.1 6.8
44 | Thread 33.8 636.1 754.7 - 18.6
45 | Tooth Paste 648.5 762.7 815.9 17.6 7.0
46 | Turmeric 7.7 2.2 0.6 -72.0 -74.1
47 | Vegetables 91.5 96.9 122.5 5.9 26.4
48 | Wire 1672.9 1964.2 2154.3 174 9.7
49 | Zinc Sheet 2029.8 2780.2 2951.0 37.0 6.1
50 | Palm Qil - - 10333.2 - -
B. | Others 6448.1 8943.9 11601.9 38.7 29.7
Total (A+B) 41449.2 46719.8 62731.8 12.7 34.3

* Based on customs data
** Includes PP fabric
P = Provisional
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Table 10
Imports of Major Commodities from India*
(Rs. in Million)
Fiscal Year Percent Change
2016/17 2017/18% 2018/19° 2017/18 2018/19

A Major Commodities 506569.1 654326.8 729822.1 29.2 115
1 Agri. Equip.& Parts 15202.2 4552.8 5456.9 -70.1 19.9
2 Almunium Bars, Rods, Profiles, Foil, etc. 3665.8 4986.6 5350.8 36.0 7.3
3 Baby Food & Milk Products 5904.1 6711.0 6675.8 13.7 -0.5
4 Bitumen 1171.7 2689.5 5807.7 129.5 115.9
5 Books and Magazines 1708.5 1431.5 1362.9 -16.2 -4.8
6 Cement 24032.5 31178.1 12971.2 29.7 -58.4
7 Chemical Fertilizer 1083.0 1862.2 900.1 72.0 -51.7
8 Chemicals 3943.4 6112.6 7065.1 55.0 15.6
9 Coal 9015.6 10871.5 13325.3 20.6 22.6
10 Cold-rolled Sheet in Coil 5027.5 10264.1 9848.2 104.2 -4.1
11 Cooking Stoves 4134 591.2 681.0 43.0 15.2
12 Cosmetics 2664.2 3008.0 3309.0 12.9 10.0
13 Cuminseeds and Peppers 12304 1487.7 1915.8 20.9 28.8
14 Dry Cell Battery 2622.8 2848.7 3520.3 8.6 23.6
15 Electrical Equipment 13865.6 15946.8 21236.3 15.0 33.2
16 Enamel & Other Paints 2328.4 2934.5 3668.7 26.0 25.0
17 Fruits 4949.9 5731.1 10444.9 15.8 82.2
18 Glass Sheet and Glasswares 4072.2 4610.7 5373.3 13.2 16.5
19 Hotrolled Sheet in Coil 16191.1 24426.8 23354.4 50.9 -4.4
20 Incense Sticks 723.2 885.0 1016.6 224 14.9
21 Insecticides 2136.5 2168.0 2550.3 15 17.6
22 Live Animals 2165.3 3314.9 2721.4 53.1 -17.9
23 M.S. Billet 46509.3 57943.3 66894.3 24.6 154
24 M.S. Wires, Rods, Coils, Bars 9259.1 14285.6 17179.5 54.3 20.3
25 Medicine 21484.2 24076.8 25518.4 12.1 6.0
26 Molasses Sugar 67.0 67.2 94.1 0.3 39.9
27 Other Machinery & Parts 26526.9 39276.5 48423.7 48.1 23.3
28 Other Stationery Goods 683.0 818.5 1123.1 19.8 37.2
29 Paper 5876.9 6418.2 6672.7 9.2 4.0
30 Petroleum Products 118919.7 170134.4 213356.5 43.1 25.4
31 Pipe and Pipe Fittings 2049.5 2769.7 2843.2 35.1 2.7
32 Plastic Utensils 2761.5 3384.3 3572.2 22.6 5.6
33 Radio, TV, Deck & Parts 1596.4 1352.9 1511.9 -15.3 11.8
34 Raw Cotton 235.2 109.5 472.3 -53.4 331.3
35 Readymade Garments 5622.9 5425.6 8049.6 -3.5 48.4
36 Rice and paddy 23600.9 28909.9 32215.0 225 11.4
37 Salt 904.0 1181.9 1409.6 30.7 19.3
38 Sanitaryware 5051.4 2224.9 2594.0 -56.0 16.6
39 Shoes & Sandals 1049.2 1037.6 1070.0 -1.1 31
40 Steel Sheet 246.7 1250.6 1490.1 407.0 19.2
41 Sugar 119.1 48.7 0.1 -59.1 -99.9
42 Tea 78.4 105.3 102.4 34.4 -2.8
43 Textiles 4204.3 4844.4 7881.4 15.2 62.7
44 Thread 6418.3 9382.2 11296.6 46.2 20.4
45 Tobacco 2805.3 2640.8 2355.6 -5.9 -10.8
46 Tyre, Tubes & Flapes 5876.8 7617.9 8894.7 29.6 16.8
47 Vegetables 10645.5 11038.5 14609.4 3.7 32.3
48 Vehicles & Spare Parts 77844.1 105974.1 97520.7 36.1 -8.0
49 Wire Products 2015.8 3393.6 4115.1 68.4 21.3
B. Others 127100.5 159774.9 188087.2 25.7 17.7
Total (A+B) 633669.6 814101.6 917909.3 28.5 12.8

* Based on customs data
P = Provisional
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Table 11
Exports of Major Commodities to China*
(Rs. in Million)
Fiscal Year Percent Change

2016/17 2017/18% | 2018/19° 2017/18 2018/19

A. | Major Commodities 956.2 1165.3 1103.1 21.9 -5.3
1 Incense Sticks 9.8 12.6 7.4 28.9 -40.9
2 | Aluminium, Copper and Brass Utensils 0.0 0.0 0.0 - -
3 Handicraft (Metal and Woolen) 373.0 319.3 292.7 -14.4 -8.3
4 Noodles 21.7 87.8 148.7 216.6 69.4
5 Other handicraft goods 85.6 144.1 200.0 68.4 38.7
6 Pashmina 255 7.7 42.0 204.5 -46.0
7 Readymade Garments 58.7 107.6 100.3 83.5 -6.8
8 Readymade Leather Goods 0.8 0.1 0.7 -88.5 655.1
9 Rudrakshya Beads 0.0 0.0 0.0 - -
10 | Silverware and Jewelleries 3.2 15 0.6 -54.6 -61.1
11 | Tanned Skin 138.2 101.4 85.7 -26.7 -15.5
12 | Tea 8.7 28.9 15.8 233.0 -45.1
13 | Vegetables 0.0 0.0 0.0 - -
14 | Wheat Flour 6.0 251 13.9 318.3 -44.7
15 | Woolen Carpet 219.0 259.2 195.4 184 -24.6
B. | Other 745.3 1272.4 1006.7 70.7 -20.9
Total (A+B) 17015 2437.7 2109.8 43.3 -13.5

* Based on customs data
P = Provisional
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Table 12
Imports of Major Commodities from China*
(Rs. in Million)
Fiscal Year Percent Change
2016/17 | 2017/18% | 2018/19" | 2017/18 | 2018/19

A. | Major Commodities 88456.2 | 112558.8| 140623.3 27.2 24.9
1 | Aluminium Scrap, Flake, Foil, Bars & Rods 1451.1 1622.5 2299.4 11.8 41.7
2 |Bags 636.8 842.0 1376.3 322 63.5
3 | Camera 410.1 582.6 729.4 42.0 25.2
4 | Chemical 1191.3 1675.9 1789.9 40.7 6.8
5 | Chemical Fertilizer 8745.6 8721.0 8322.4 -0.3 -4.6
6 | Cosmetic Goods 418.3 665.6 1237.0 59.1 85.8
7 | Dry Cell Battery 203.1 181.2 209.0 -10.8 15.4
8 | Electrical Goods 8929.7| 10951.7| 20325.1 22.6 85.6
9 | Fastener 225.7 239.4 400.3 6.1 67.2
10 | Garlic 365.8 604.3 352.4 65.2 -41.7
11 | Ginger 0.0 0.0 0.0 - -
12 | Glasswares 1412.0 1426.2 1750.3 1.0 22.7
13 | Medical Equipment & Tools 1027.8 1583.7 1619.7 54.1 2.3
14 | Medicine 567.4 915.1 1291.6 61.3 41.1
15 | Metal & Wooden Furniture 1260.0 1202.2 1644.4 -4.6 36.8
16 | Office Equipment & Stationery 868.3 1103.3 1338.8 27.1 21.3
17 | Other Machinery and Parts 10475.8| 18863.4| 18927.3 80.1 0.3
18 | Other Stationeries 668.1 646.8 675.4 -3.2 4.4
19 | Paraffin Wax 29.0 6.8 14.2 -76.7 109.9
20 | Pipe and Pipe Fittings 666.0 735.7 1096.9 10.5 49.1
21 | Plywood & Particle Board 380.6 359.7 452.9 55 25.9
22 E(;L)i/%hylene Terephthalate (Plastic pet chips/Pet 0.0 240 183.6 i i
23 | Raw Silk 755.1 1695.8 1921.0 124.6 133
24 | Raw Wool 719.5 3724 361.7 -48.2 -2.9
25 |Readymade Garments 5559.8 8763.7| 20982.7 57.6 139.4
26 | Seasoning Powder & Flavour for Instant Noodles 70.8 ey 817 9.7 5.1
27 | Shoes and Sandals 2176.4 2998.6 6485.9 37.8 116.3
28 | Smart Cards 148.3 367.6 189.7 147.9 -48.4
29 | Solar Pannel 832.2 480.5 1065.3 -42.3 121.7
30 |Steel Rod & Sheet 632.9 12154 1241.9 92.0 2.2
31 | Storage Battery 837.9 741.7 762.8 -115 2.9
32 | Telecommunication Equipments and Parts 24230.6| 26825.0| 22844.4 10.7 -14.8
33 | Threads — Polyester 331.9 302.8 469.8 -8.8 55.2
34 | Toys 734.7 798.7 1453.8 8.7 82.0
35 | Transport Equipment & Parts 2787.4 4109.9 4311.6 474 4.9
36 | Tyre, Tubes and Flapes 159.1 179.3 241.2 12.7 345
37 |Video Television & Parts 7146.5 8993.5 10288.7 25.8 14.4
38 | Welding Rods 438.3 638.2 748.2 45.6 17.2
39 | Wheat Products 209.7 293.6 296.4 40.0 1.0
40 | writing & Printing Paper 752.3 751.6 840.1 -0.1 11.8
B. | Other Commodities 38788.8| 47428.3| 64904.1 22.3 36.8
Total (A +B) 127245.0| 159987.1| 205527.4 25.7 28.5

* Based on customs data
P = Provisional
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Table 13
Exports of Major Commodities to Other Countries*
(Rs. in Million)
Fiscal Year Percent Change

2016/17 2017/18% | 2018/19° 2017/18 2018/19

A. | Major Commodities 16329.5 16397.6 16469.4 0.4 0.4
1 Handicraft (Metal and Wooden) 153.3 89.2 146.4 -41.8 64.2
2 Herbs 147.9 295.9 593.1 100.0 100.5
3 Nepalese Paper & Paper Products 380.1 312.8 281.7 -17.7 -9.9
4 Pashmina 2353.7 21244 1754.3 -9.7 -17.4
5 Pulses 970.0 896.3 1274.1 -7.6 42.1
6 Readymade Garments 4005.5 4368.1 3911.4 9.1 -10.5
7 Readymade Leather Goods 263.5 295.4 285.4 121 -3.4
8 | Silverware and Jewelleries 253.8 349.9 510.2 379 458
9 Tanned Skin 383.1 440.0 2444 149 -44.5
10 | Tea 262.0 363.8 304.0 38.8 -16.4
11 | Woolen Carpet 7156.4 6861.8 7164.4 -4.1 4.4
B. | Others 13568.9 15804.6 15798.5 16.5 0.0
Total (A+B) 29898.4 32202.3 32267.9 7.7 0.2

* Based on customs data
P = Provisional
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