
           Current Macroeconomic Situation
(Based on Annual Data of 2006/07)

Real Gross Domestic Product
1. As per the preliminary estimates of Central Bureau of Statistics, the growth of gross

domestic product (GDP) decelerated to 2.5 percent at producer's price in 2006/07
compared to a growth of 2.8 percent in 2005/06. Agriculture and non-agriculture
production was estimated to grow by 0.7 percent and 3.6 percent respectively in the
review year. The respective growths were 1.1 percent and 4.6 percent in 2005/06.

2. The decline in the production of food-grains on account of a significant decrease in
the production of paddy as a consequence of insufficient rainfall at the time of
paddy plantation and the decrease in the production of cash crops as a result of fall
in the production of potato and oil seeds resulted in a lower growth of agriculture
compared to that of the preceding year.

3. Of the sources of GDP, services sector increased by 4.1 percent on the back of
growth of the real estate, rent and commercial services sector and financial
intermediation sector by 8.6 percent. Transportation, storage and communication
sector witnessed a growth of 8.1 percent while education sector increased by 5.6
percent. Mining and quarrying sector and electricity, gas and water sector, which
increased by 6.0 percent and 3.2 percent respectively, contributed to the growth of
industrial sector, albeit at a low level of 2.2 percent. Last year, services and
industries sector had increased by 4.7 percent and 4.3 percent respectively.

4. The fiscal year 2006/07 was the final year of the Tenth Plan. The Plan had set an
optimistic economic growth target of 6.2 percent and the normal growth target of
4.3 percent. However the actual average growth remained at 3.4 percent, a far less
than the targeted normal growth rate during the Plan period. The lower than
expected economic growth was on account of less than satisfactory peace and
security situation in the country, lower growth of private sector investment,
hindrance in supply of goods due to strikes, a low level of capital expenditure by
the GON and an adverse weather condition.

Inflation

Consumer Inflation

5. The average annual consumer inflation moderated to 6.4 percent in 2006/07 from
the level of 8.0 percent in 2005/06. The year-on-year (y-o-y) inflation also
moderated to 5.1 percent in mid-July 2007 from the level of 8.3 percent in the
corresponding month of the previous year. The deceleration in the growth of non-
food and services group index was largely on account of the base effect of the hike
in prices of petroleum products in March 2006. The appreciation of the Nepalese
currency against the US dollar also contributed to dampen the prices of imported
goods. Both these factors helped moderate the overall price level in 2006/07.
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6. The y-o-y food and beverages inflation rose by 7.2 percent in the review year
compared to an increase of 7.8 percent in the previous year. The prices of sugar and
related products showed a significant decline of  7.1 percent. The prices of grains
and cereals products decelerated to 6.4 percent  on account of the slow down in the
prices of rice and rice products.  These two factors helped contain the rate of
inflation of this group. However, of this group, the prices of some commodities
namely spices showed an acceleration of 22.5 percent, pulses 17.0 percent, and
vegetables and fruits 11.1 percent in the review year. On the other hand, inflation of
non-food and services group moderated to 5.5 percent in 2006/07 from the level of
8.1 percent in 2005/06. The moderation was on account of  the base effect of last
year's hike in petroleum prices.

7. Region-wise, the y-o-y  price level in the Kathmandu Valley, the Hills and  the
Terai rose by 6.1 percent, 6.0 percent and 6.7 percent respectively in the review
year. The respective rates were 6.5 percent, 8.6 percent and 8.6 percent in the
previous year. A relatively higher price level was observed in the Terai region due
mainly to the effect of continuous unrest in the Terai region in the second half of
the review year.

8. The average core inflation rose by 6.0 percent in 2006/07 from the level of  4.5
percent in the previous year. This was reflective of the rise in inflationary
expectations in the review year.

Wholesale Price Inflation

9. The annual average National Wholesale Price Index (NWPI) increased by 9.0
percent in 2006/07 compared to a rise of  8.9 percent in the previous year.
However, the y-o-y wholesale price inflation moderated to 5.5 percent in mid-July
2007 from the level of 9.2 percent in the corresponding month of the preceding
year. The higher level of annual average wholesale price inflation was mainly due
to the increase in the prices of agriculture commodities as well as domestic
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manufactured commodities. The base effect of the hike in the prices of petroleum
products in March 2006 largely accounted for the moderation of y-o-y wholesale
price inflation. Group-wise, the wholesale price of agricultural commodities rose by
11.6 percent in the review year compared to an increase  of 9.9 percent in mid July
2006. This rise was mainly attributed to the rise in the prices of spices by 22.1
percent, pulses 20.4 percent, cash crops 14.8 percent, food-grains 10.8 percent and
fruits and vegetables 9.1 percent.
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10. The price of domestically manufactured commodities also recorded a higher annual
growth of 8.5 percent compared to that of 3.6 percent in the previous year. This was
mainly due to the significant rise in the prices of construction material by 15.6
percent and the food-related products by 8.2 percent. The group of imported
commodities observed a significant deceleration in the prices to 5.6 percent in the
review year from 10.7 percent in the previous year. The deceleration was on
account of the base effect of last year's hike in the petroleum prices on one hand
and the positive impact (on imported commodities) of the significant appreciation
(of about 14 percent) of Nepalese currency against the US dollar in the review year
on the other.

National Salary and Wage Rate Index

11. The annual average National Salary and Wage Rate Index increased by 9.8 percent
in 2006/07. It had increased by 3.9 percent in the previous year. The y-o-y salary
and wage rate index rose by 12.3 percent in mid-July 2007 compared to a rise of
6.2 percent a year ago. The increase in the annual average National Salary and
Wage Rate index was on account of ten percent increase in the allowances of civil
servants in mid-July 2006; a rise in the wages of industrial laborers mostly in the
second half of the review year; and labor supply constraints in the rural areas due
mainly to the migration of youths to urban areas along with the increasing trend of
Nepalese seeking employment abroad. In the review year, both salary and wage
rate indices rose by 6.3 percent and 10.9 percent respectively compared to the
respective increases of 0.3 percent and 5.3 percent in the preceding year. Within the
wage rate index, the index of industrial labor increased by a higher rate of 13.0
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percent in the review year, followed by 10.3 percent of agriculture labor and 7.7
percent of construction labor.

Foreign Trade and Balance of Payments

Exports and Imports

12. Total exports rose marginally by 0.9 percent in 2006/07 compared to a growth of
2.6 percent in the previous year. A number of factors accounted for the deceleration
in the growth of exports. Among them, the major ones included the problem in
peace and security, frequent bandhs and power shortages. While exports to India
went up by 2.8 percent in 2006/07 in comparison to a higher growth of 4.6 percent
in 2005/06, exports to other countries declined by 3.1 percent in comparison to a
decrease of 1.4 percent in the preceding year.

13. The growth of exports to India, albeit marginal, was on account of the rise  in the
exports of thread, zinc sheet, textiles, M.S. pipe and juice. The continuous decline
in exports to other countries was on account of the fall in exports of readymade
garments, pashmina, woolen carpets, handicrafts, and Nepalese paper and paper
products.

14. Total imports rose by 10.3 percent in 2006/07 in comparison to a higher growth of
16.3 percent in the previous year. Imports from India increased by 9.9 percent in
the review period compared to a significant growth of 20.8 percent in the previous
year. Likewise, imports from other countries rose by 11.0 percent in the review
year in comparison to a growth of 9.6 percent in the preceding year.

15. The rise in imports from India was on account of the increased level of  imports of
vehicles & spare parts, cold-rolled sheet in coil, thread, hot-rolled sheet in coil, and
electrical equipment. Similarly, the rise of imports from other countries was due to
the acceleration of imports of gold, crude palm oil, computer parts,
telecommunication equipment & parts and betel nut, among others, from other
countries.

16. Owing to the higher rate of growth of imports relative to exports, the trade deficit
expanded by 15.3 percent in 2006/07. The trade deficit had widened by 25.1
percent in 2005/06. The rate of growth in imports which was lower than that of last
year although higher than that of export, contributed to the compression in trade
deficit compared to that of the preceding year.

Balance of Payments

17. The overall balance of payments (BOP) recorded a surplus of Rs. 5.88 billion in
2006/07.  The current account surplus of Rs. 3.50 billion and the capital and
financial account surplus of Rs 2.38 billion summed the BOP surplus at Rs 5.88
billion. The BOP surplus was at a higher level of Rs 25.60 billion in 2005/06. The
current account had recorded a surplus of Rs. 14.22 billion in 2005/06.  Remittance
inflows recorded an increase of 2.5 percent in 2006/07 compared to a significant
upsurge of 49.0 percent in the previous year. However, the  increase in remittance
inflows was mainly responsible for such a current account surplus.
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Foreign Exchange Reserves

18. The gross foreign exchange reserves accumulation was Rs. 165.11 billion as at
mid-July 2007, almost the same level as at mid-July 2006. Such reserves had gone
up by 27.0 percent in the corresponding period of the previous year. In terms of US
dollar, the gross foreign exchange reserves went up by 14.3 percent to US$ 2.55
billion in mid-July 2007. In mid July 2006, such reserves had gone up by 20.6
percent. The share of convertible reserves in the total reserves fell to 94.1 percent
as at mid-July 2007 from 94.5 percent in mid-July 2006, resulting in a
corresponding increase in the share of the nonconvertible reserves to 5.9 percent
from 5.5 percent. The current level of reserves is sufficient for financing
merchandise imports of 10.3 months and merchandise and service imports of 8.5
months.

Oil and Gold Prices

19. In the international market, the price of oil (Crude Oil Brent) increased by 4.2
percent to US$ 79.73 per barrel in mid-July 2007 from US$ 76.54 per barrel in
mid-July 2006. Likewise, the price of gold rose by 0.4 percent to US$ 666.00 per
ounce in mid-July 2007 from US$ 663.25 a year earlier.

Exchange Rate

20. In comparison to mid-July 2006, the Nepalese currency vis-à-vis the US dollar
appreciated by 14.3 percent in mid-July 2007. It had depreciated by 5.1 percent in
the corresponding period of the previous year. The exchange rate of one US dollar
stood at Rs. 64.85 in mid-July 2007 compared to Rs. 74.10 in mid-July 2006.

Fiscal Situation

Government Expenditure

21. Total government expenditure on a cash basis increased by 23.4 percent to
Rs.125.43 billion in 2006/07 compared to a rise of 12.5 percent in 2005/06. A
higher level of growth in both recurrent as well as capital expenditure contributed
to such an acceleration in total expenditure.

22. The recurrent expenditure of the GON rose by 14.8 percent to Rs.74.12 billion in
2006/07 compared to an increase of 9.4 percent in 2005/06. Increased spending on
compensation and financial support to conflict-hit people, payments of liabilities of
public enterprises, a rise in allowances to civil servants, reestablishment of police
posts, Maoist cantonment management as well as maintaining peace and security
exerted a pressure on recurrent expenditure.

23. Capital expenditure increased by 58.3 percent to Rs.32.43 billion in 2006/07
compared to a rise in of 24.6 percent in the previous year. A significant amount
released to local authorities at the end of the fiscal year and the loan to NOC
amounting to Rs.1 billion among others pushed up the capital expenditure in the
review period.

      Government Revenue

24. Total revenue of the GON grew by 20.9 percent to Rs. 87.35 billion in 2006/07
compared to a very low growth of 3.1 percent in the previous year. Reforms in
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revenue administration and special attention of the government to mobilize revenue
also helped an increase in revenue at such a high rate. Furthermore, relatively
smaller revenue base (revenue grew by 3.1 percent in the previous fiscal year) also
contributed to the robust growth of revenue in the review period.

25. Amongst the components of revenue, the Value Added Tax (VAT) collection
increased by 21.1 percent to Rs 26.56 billion in the review period. compared to a
rise of 16.1 percent in 2005/06. The establishment of Large Taxpayers Unit (LTU),
strengthening of billing system and management of non-filers, suspended return
and outstanding contributed to the rise in VAT collection.

26. The revenue generation from customs increased by 9.0 percent to Rs. 16.71 billion
in 2006/07 as against the decline of 2.4 percent in the previous year. Likewise,
excise revenue increased by 41.4 percent to Rs 9.24 billion from a marginal
increment of 1.4 percent in the previous year. The reforms in customs
administration, expansion of Automated Systems of Customs Data (ASYCUDA),
adjustments in customs and excise duties and increase in the imports of high tax
yielding vehicles/spare parts and the inclusion of additional commodities under
excise duty-net helped increase revenue from customs and excise duties in the
review period.

27. The income tax revenue increased by 44.4 percent to Rs 15.93 billion in the review
year. Income tax had increased by 5.5 percent in the previous year. A significant
amount of income tax paid by Nepal Telecom, Rastriya Beema Sansthan, Surya
Nepal, Nepal Arab Bank Limited and Agricultural Development Bank of Nepal
(ADB/N) helped increase the income tax revenue at such a robust growth rate.

28.  VAT remained the largest source of revenue collection with a contribution of 30.4
percent to total revenue in 2006/07. In the previous year, the contribution was 30.3
percent. With the largest share in revenue generation, VAT has remained the
backbone of Nepalese revenue administration as envisaged by the GON while
introducing VAT. In terms of contribution, VAT was followed by Customs with a
contribution of 19.2 percent, income tax with 18.3 percent and excise duty with
10.6 percent in total revenue mobilization. In the previous year, the contribution of
customs duty was 21.2 percent, income tax was 15.3 percent and excise duty was
9.0 percent.
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Chart 3: Structure of Revenue Mobilization
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29. The non-tax revenue increased by 7.9 percent to Rs 15.23 billion in 2006/07. In the
previous year, non-tax revenue had decreased by 11.9 percent. The increase in non-
tax revenue was mainly on account of a rise in dividends from some government
enterprises including Nepal Rastra Bank.

    Foreign Cash Grants

30. Foreign cash grants recorded a significant increment of 43.5 percent to Rs.12.75
billion in 2006/07. In the previous year, the government had received Rs 8.88
billion in foreign cash grants. In the review period, major assistance included,
supports provided by Asian Development Bank for Road Connectivity Sector
Project, India for Leprosy Control, local-based projects and budgetary supports,
Japan for food support, expansion of radio transmission and non-project supports,
Finland for drinking water management project and American assistance for good
governance, stability and security enhancement.

     Budget Deficit/Surplus

31. In 2006/07, the GON's budget on a cash basis remained at a deficit of Rs.19.20
billion, compared to a deficit of Rs.16.43 billion in 2006/07. The ratio of budget
deficit to GDP remained at 2.7 percent in the review period. Such ratio was 2.5
percent in 2005/06. The higher growth of government expenditure relative to
resources accounted for such an increase in fiscal deficit in the review period.

Deficit Financing

32. The gross domestic financing (GDF) of the budget stood at Rs.17.89 billion,
showing the ratio of GDF to GDP at 2.5 percent in 2006/07. However, the net
domestic financing (NDF) of the budget remained only at Rs. 6.34 billion in the
review period. In terms of GDP, the NDF was only 0.88 percent. Total outstanding
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domestic debt (including the government balance with the NRB) increased to Rs
96.29 billion in 2006/07.

33.  The foreign cash (loans) financing of the budget rose by 15.0 percent to Rs.4.42
billion in 2006/07. Foreign cash loan of Rs. 3.85 billion was received in the
previous year. The increase in foreign cash loan is due to the loan assistance of Rs
4 billion provided by Asian Development Bank for Micro Finance Sector
Development Program.

34. The government maintained a cash surplus of Rs 3.01 billion with the Nepal Rastra
Bank in 2006/07.

Monetary Situation

Money Supply

35. Broad money (M2) registered a growth of 14 percent in 2006/07 compared to a
growth of 15.6 percent in 2005/06. The deceleration in M2 was on account of a
substantial slowdown in the growth of net foreign assets (NFA) after including the
adjustment of foreign exchange valuation gain/loss in the review year.

36. Narrow money (M1), which had grown by 14.2 percent in the previous year,
increased by 12.1 percent in the review year. Similarly, compared to a growth of
16.4 percent in 2005/06, time deposits increased by 14.9 percent in 2006/07. A
lower growth of remittances and negative real interest rates caused a slowdown in
the growth of time deposits in the review year.

37. NFA after adjusting foreign exchange valuation gain/loss increased by 4.2 percent
(Rs 5.88 billion) in 2006/07 compared to a growth of 23.8 percent (Rs 25.6 billion)
in 2005/06. A lower growth of remittances accounted for a decelerated of  growth
of NFA in the review year.

      Domestic Credit

38. Domestic credit, which had increased by 11.7 percent in 2005/06, went up by 16.7
percent in 2006/07. Such a rise in domestic credit was on account of an increase in
claims on non-financial government enterprises, the commencement of operation
by the two new commercial banks and consumable loan expansion by the private
sector commercial banks.

39. Of the credit aggregates, net claims on government increased by 10.5 percent in the
review year compared to a growth of 10.4 percent in the previous year. The growth
of net claims on government of the monetary sector remained at the same level of
the last year due to a pick up in government resource mobilization.

40. In contrast to a decline by 32.1 percent in the previous year, claims on non-
financial government enterprises increased by 12.1 percent in the review year.
Additional bank loans availed by NOC, National Trading Ltd, Janak Education
Material Center Ltd and Nepal Food Corporation drove up the claims on non-
financial government enterprises in the review year.

41. Credit to the private sector, a major component of domestic credit, grew by 18.9
percent in the review year compared to a growth of 14.4 percent in the previous
year. Private sector commercial banks increased the credit to the sectors such as
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construction, service and wholesale and retail business in the review year. Further,
the commencement of operation by additional two commercial banks contributed to
the expansion in credit to the private sector in the review year.

42. Net non-monetary liabilities grew by 9.9 percent in the review year compared to a
growth of 13.1 percent in the previous year. Net non-monetary liabilities increased
at a lower rate due to the decline in loan loss provisioning for non-performing loans
and interest suspense account following the credit write-off by NBL and RBB in
the review year

      Foreign Exchange Transactions

43. Compared to the net liquidity injection of Rs 55.22 billion through the net purchase
of the US dollar 760.6 million in 2005/06, Nepal Rastra Bank, through the foreign
exchange intervention, injected net liquidity of Rs 64.46 billion by way of the net
purchase of the US dollar 915.8 million from the commercial banks in 2006/07.

44. For managing the reserve of Indian Currency (IC), IC equivalent to Rs 63.87 billion
was purchased in the review year through the sale of the US dollar 920 million in
Indian money market compared to a purchase of Rs 42.96 billion through the sale
of the US dollar 600 million in 2005/06. The purchase of IC against the payment of
the US dollar increased to finance the growing the current  account deficit with
India

         Open Market Operations

45. A total liquidity of Rs 32.74 billion on a turnover basis was absorbed through the sale
auction of Rs 18.40 billion and reverse repo auction of Rs 14.34 billion in 2006/07. By
adjusting liquidity of Rs 2 billion injected through repo auction, net liquidity absorption
stood at Rs 30.74 billion in the review year. In the previous year, total liquidity of Rs 20.01
billion was absorbed through the sale auction of Rs 13.51 billion and reverse repo auction
of Rs 6.50 billion. After adjusting the liquidity of Rs 1.28 billion injected through the
purchase auction of Rs 830 million and repo auction of Rs 450 million, net liquidity
absorption had stood at Rs 18.73 billion in the previous year.

     Standing Liquidity Facility

46. Compared to Rs 9.88 billion in the previous year, commercial banks resorted to the standing
liquidity facility (SLF) borrowing of Rs 46.98 billion in the review year. Short-term
financing by some commercial banks to finance companies and other financial institutions
led to the higher level of use of SLF in the review year. In addition, a liquidity shortfall with
the commercial banks in the first eleventh and twelfth months of the year and liquidity
shortage faced by some commercial banks also increased the use of SLF. However, inter
bank transactions remained at a lower level than that of the previous year. Inter bank
transactions, which had amounted to Rs 175.75 billion in the previous year, declined by 3.2
percent to Rs 170.18 billion in the review year. A higher level SLF borrowing by
commercial banks lowered the volume of inter bank transactions in 2006/07.
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Chart 4: Status of Standing Liquidity Facility and Inter Bank Transaction
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Short-term Interest Rates

47. The structure of interest rates remained almost stable in the review period. For
instance, the weighted average 91-day Treasury bill rate fluctuated between
minimum of 1.85 percent to maximum of 2.99 percent in the review year compared
to a range of 2.20 percent to 3.69 percent last year. Similarly, monthly weighted
average inter bank rate remained at minimum of 1.39 percent to maximum of 3.35
percent in the review year, which had ranged between 0.91 percent and 3.87
percent last year.

Chart 5: Average weighted 91-day Treasury bill and Inter Bank Rate (in percent)
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Securities Market
48. The Nepalese stock market witnessed a major expansion in 2006/07. The y-o-y

NEPSE index reflecting a bullish trend throughout the year increased by 76.81
percent to 683.95 points in mid-July 2007. The index was 386.83 a year ago. Strong
financial position of banks and financial institutions as well as low interest rate on
account of high excess liquidity in the economy contributed to the upsurge in stock
market.

Chart 6: NEPSE Index
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49. The y-o-y market capitalization increased by 92.5 percent to Rs 186.30 billion in
mid-July 2007. Market capitalization to GDP ratio reached 25.9 percent in mid-July
2007 from 15 percent a year ago. Of the total market capitalization, bank and
financial institutions recorded the highest share.

Chart 7: Sectoral Market Capitlization 
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50. Total paid up capital of the listed companies increased by 8.9 percent over the
period of one year and reached Rs. 21.74 billion in mid-July 2007. This was due to
the additional listing of the securities in the Nepal Stock Exchange Ltd.

51. Monthly turnover to market capitalization ratio stood at 0.77 percent in mid-July
2007 compared to 0.34 percent a year ago. Of the total 135 listed companies;
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securities of only 94 companies were traded during mid-June – mid-July 2007.
Though this month remained the most bullish in the whole year, total traded shares
traded stood less than 2 percent of the total listings.

52. The twelve-month rolling standard deviation measuring the volatility in the shares
prices recorded 85.6 in mid-July 2007 compared to 35.3 a year ago.

53. Nepal Securities Board (SEBON) granted permission to issue ordinary shares of
Rs. 290.25 million, right shares of Rs. 1.81 billion, debentures of Rs. 250 million,
and preference shares of Rs 400 million to various bank and financial institutions in
2006/07.

54. Everest Bank Limited issued 2 million preference shares of Rs 100 each at a
premium of Rs 100 per share. Of these shares, 1.89 million shares were allotted to
the existing stockholders and remaining shares were for the public subscription.
Preferential dividend rate of these shares is 7 percent per annum and will be
converted into ordinary shares at the rate of 20 percent each third year (in 3rd, 6th,
9th, 12th, and 15th year). There were total subscriptions of more than Rs. 1 billion for
these shares.

      The Number of Bank and Financial Institutions

55. A total number of 16 new bank and financial institutions were established in
2006/07. These included 2 commercial banks, 9 development banks, 4 finance
companies, and 1 micro-finance institution. NRB revoked license of the two
cooperatives in the same period.

     Activities of the Rural Self Reliance Fund

56. Rural Self Reliance Fund (RSRF), established by the GON and promoted by the
Nepal Rasta Bank, has been disbursing wholesale micro-credit to the cooperatives
and non-governmental organizations. The RSRF has disbursed Rs.132.6 million
and collected Rs.81.2 million, in principal, till mid-July 2007.
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Annex 1
Revenue Collection

Annual

 Amount Rs in million Growth (%) Composition (%)

 2004/05 2005/06 2006/07 2005/06 2006/07 2005/06 2006/07
   Value Added Tax 18895.8 21933.5 26558.9 16.1 21.1 30.3 30.4
   Customs 15701.5 15326.5 16707.1 -2.4 9.0 21.2 19.1
   Income Tax 10456.0 11026.2 15926.1 5.5 44.4 15.3 18.2
   Excise 6446.3 6534.9 9243.4 1.4 41.4 9.0 10.6
   Registration Fee 1799.2 2597.7 2855.9 44.4 9.9 3.6 3.3
   Vechile Tax 806.1 751.4 682.0 -6.8 -9.2 1.0 0.8
   Non-Tax Revenue 16017.9 14111.9 15380.6 -11.9 9.0 19.5 17.6
Total  Revenue 70122.8 72282.0 87354.0 3.1 20.9 100.0 100.0

Annex 2

Net Purchase of the US Dollar from Commercial Banks and IC Purchase from
Indian Money Market through the Sale of the US Dollar

Rs in billion

2005/06 2006/07

Mid-
Months

Net Purchase of
the US Dollar

from
Commercial

Banks

Net Purchase of
IC through the

Sale of US
Dollar

Net Purchase of
the US Dollar

from
Commercial

Banks

Net Purchase of
IC through the
Sale of the US

Dollar

Aug 1.18 4.18 6.55 3.74

Sep 2.16 3.51 4.75 4.46

Oct 3.78 4.24 5.59 5.13

Nov 6.2 2.90 5.13 5.76

Dec 4.83 3.66 6.88 4.30

Jan 4.36 2.16 5.42 4.98

Feb 2.93 3.54 2.85 2.12

Mar 5.26 4.97 7.26 4.95

Apr 3.92 5.00 3.53 5.53

May 5.02 0.72 4.5 7.92

Jun 9.75 4.39 5.4 8.47

Jul 5.83 3.69 6.6 6.51

Total 55.22 42.96 64.46 63.87
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Annex 3

Open Market Operations

Rs in billion

 2005/06 2006/07

A. Liquidity Absorption 20.01 32.74

Sale Auction 13.51 18.40

Reverse Repo Auction 6.50 14.34

B. Liquidity Injection 1.28 2.00

Purchase Auction 0.83 -

Repo Auction 0.45 2.00

C. Net Liquidity Absorption (A-B) 18.73 30.74

Annex  4

The Number of Banks and Financial Institutions

Mid-July

Bank and financial institutions 2006 2007

Commercial Banks

Development Banks

Finance Companies

Micro Finance Institutions

NRB Licensed Cooperatives (undertaking
limited banking transactions)

NRB Licensed NGOs (undertaking micro
finance transactions)

18

29

70

11

19

47

20

38

74

12

17

47
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Annex 5

Transactions of Rural Self Reliance Fund

Description July 2006 July 2007

Number of districts covered 47 48

Number of cooperatives/NGOs loaned 250 277

Number of families benefited 9949 12228

Loan disbursed (Rs. in million) 101.3 132.6

Loan repaid (Rs. in million) 68.6 81.2

Outstanding loan (Rs in million) 32.7 51.4

Overdue loan (as percentage of the total
loan to be repaid) 8.4 8.5

Repayment rate (percentage) 91.7 91.6


