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Monetary Policy for 2024/25 

Background 

1. The primary objective of Nepal Rastra Bank is to maintain price and balance of payments 

(BoP) stability for ensuring economic stability and sustainable economic development, by 

formulating and managing necessary monetary and foreign exchange policies, as mandated 

by the Nepal Rastra Bank Act, 2002. The bank has been announcing monetary policy every 

year since 2002/03. The monetary policy for 2024/25 has been formulated by incorporating 

review of the previous year's policy measures, assessing the rationale and analysis of the 

proposed policy measures for the current fiscal year, and considering the policy provisions 

related to regulatory, foreign exchange and payment systems. 

2. Despite some challenges, the domestic macroeconomic situation continues to recover. The 

eleven months' data of 2023/24 shows that inflation is subdued and the external sector is 

robust. The interest rates on deposit and lending are declining due to the excess liquidity 

in the banking system. The gross domestic product (GDP) growth further improved 

compared to the previous year. However, the fiscal sector performed suboptimal, as both 

expenditure and revenue mobilization of the Government of Nepal (GoN) are below the 

target. Similarly, the credit expansion by banks and financial institutions (BFIs) appears to 

be slower than expected while the ratio of non-performing loans (NPLs) has increased. 

3. Despite gradual improvement, the pace of the global economic recovery has remained 

sluggish and diverging. While the economic growth and inflation in developed economies 

are nearing to pre-COVID-19 level, majority of the emerging and developing countries are 

still in recovery phase, with inflation still being at a higher level. As a result, a number of 

central banks around the world have kept policy rate persistently at elevated levels. 

4. Monetary policy is formulated based on the domestic as well as external economic and 

financial situation and outlook along with considering the objectives and priorities of the 

bank, and the implementation status of the monetary policy for 2023/24. The objectives, 

priorities, and programs set out in the government budget for 2024/25, the sixteenth 

periodic plan, the bank's fourth strategic plan are duly considered. Further, suggestions 

received from the Monetary Policy Advisory Committee (MPAC), and the 

feedback/suggestions received from various stakeholders have also been taken into account 

while formulating policy for 2024/25. 
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Review of Monetary Policy for 2023/24 

Economic and Monetary Targets 

5. The policy was set to maintain monetary management to contain inflation within 6.5 

percent for 2023/24. The average inflation up to eleven months stood at5.62 percent. The 

y-o-y inflation stood at 4.17 percent in mid-June 2024. The annual average inflation in 

2023/24 is expected to remain within the target. 

6. The foreign exchange reserves available as of eleven months of 2023/24 remained 

sufficient to cover 12.6 months' imports of goods and services, against the target to cover 

7 months' imports of goods and services in the monetary policy for 2023/24. The foreign 

exchange reserves are expected to remain above the target in 2023/24. 

7. The weighted average interbank rate for 2023/24 is recorded at 3.36 percent against the 

revised operating target of maintaining the weighted average interbank rate of BFIs within 

the range of 3.0 percent to 7.0 percent. The liquidity absorption instruments have been used 

to absorb the upsurge in the liquidity in the banking system, build up due to the 

improvements in the external sector. The weighted average interbank rate has remained 

within the interest rate corridor due to the implementation of the standing deposit facility 

as a new instrument. 

Liquidity Management and Interest Rate 

8. In 2023/24, a total of Rs.4673.60 billion liquidity was absorbed on transaction basis, 

Rs.3522.35 billion from the standing deposit facility (SDF), and Rs.1151.25 billion from 

the deposit collection auctions. In 2023/24, the BFIs utilized a total of Rs.804.76 billion 

liquidity on transaction basis, of which Rs.1.20 billion was through the standing liquidity 

facility (SLF) and Rs.803.56 billion through the overnight liquidity facility (OLF). As a 

result, the net liquidity absorption remained at Rs.3868.84 billion in the review year. In the 

previous fiscal year, the net liquidity of Rs.5409.99 billion was injected through various 

instruments, including open market operations and the SLF. 

9. In 2023/24, liquidity amounting to Rs.783.47 billion was injected through the net purchase 

of the United Stated Dollars (USD) from the foreign exchange market. In the previous 

fiscal year, liquidity of Rs.712.50 billion was injected through such transactions. 

10. With the improvement in the external sector, liquidity in the banking sector has increased, 

resulting to a decline in short-term interest rates. The weighted average interbank rate 

among commercial banks stood at 2.99 percent in mid-July 2024. In the corresponding 

month of the previous year, such interbank rate was 2.98 percent. Similarly, the weighted 
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average interest rate on 91-day treasury bills stood at 3.0 percent in mid-July 2024, 

compared to the 6.35 percent in mid-July 2023. 

11. The interest rates in the banking system have also declined in line with the decrease in the 

short-term interest rates. The average base rate of commercial banks, development banks, 

and finance companies stood at 8.17 percent, 9.96 percent, and 11.46 percent respectively 

in mid-June 2024, which were10.18 percent, 12.47 percent, and 13.55 percent respectively 

in mid-June 2023. The weighted average deposit rate for commercial banks, development 

banks, and finance companies stood at 6.17 percent, 7.07 percent, and 8.28 percent 

respectively in mid-June 2024. The deposit rates of commercial banks, development banks 

and finance companies were 7.99 percent, 9.45 percent, and 10.18 percent respectively in 

mid-June2023. Similarly, the weighted average lending rate stood at 10.15 percent for 

commercial banks, 11.63 percent for development banks, and 12.85for finance companies 

in mid-June 2023, which remained at12.53 percent for commercial banks, 14.47 percent 

for development banks, and 15.06 for finance companies in mid-June 2023. 

Sectoral Credit, Deprived Sector and Concessional Loan 

12. Out of the total outstanding loans, commercial banks have extended 13.2 percent (Rs. 

582.49 billion) to the agricultural sector, 7.9 percent (Rs.350.74 billion) to the energy 

sector, and 9.2 percent (Rs.407.28 billion) to the micro, cottage, small and medium 

enterprises sector as of mid-June 2024. Similarly, development banks have extended 26 

percent (Rs.125.83 billion) of their total loans in all such sectors, whereas finance 

companies have extended 21.6 percent (Rs.19.38 billion). 

13. As of mid-June 2024, commercial banks have extended on average 5.79 percent (Rs.263.07 

billion) of their total loan to the deprived sector. Similarly, development banks and finance 

companies have extended 8.16 percent (Rs.40.31 billion) and 6.7 percent (Rs.6.58 billion) 

to the deprived sector, respectively.  

14. The concessional loan under the interest subsidy program of the GoN has reached to 123 

thousand 656 borrowers with an outstanding amount of Rs.134.76 billion in mid-June 

2024. Out of this concessional loan, Rs.92.60 billion has been disbursed to 48 thousand 

142 borrowers for selected commercial agriculture and livestock businesses, and Rs.40.92 

billion has been disbursed to 73 thousand 385 women entrepreneurs. 

Implementation Status of Major Regulatory Provisions of Monetary Policy for 2023/24 

15. NRB Open Market Operation Bylaws and Procedure have been revised and implemented 

to make effective implementation of interest rate corridor and effective liquidity 
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management through open market operations. The standing deposit facility available at the 

lower bound of the interest rate corridor has been in implementation as a strategy to make 

the interest rate corridor effective. 

16. Regulatory measures have been in operation for monitoring large exposure credit, 

enhancing the effectiveness of regulation and supervision, reducing the over-concentration 

of the credit, prioritizing small and medium-sized productive loans, and enhancing the 

quality and access to credit, so as to promote the financial stability. 

17. The measures of monetary policy 2023/24 related to prevention of money laundering; the 

provisions for promotion of merger and acquisitions of microfinance financial institutions; 

the requirement for maintaining the capital fund by national-level development banks as 

per the Capital Adequacy Framework 2015; the investment related provisions of the BFIs 

;the provisions related to directed lending; and the mandatory requirement of Permanent 

Account Numbers (PAN) for borrowers using more than the certain threshold limit of the 

credit from the BFIs have been implemented. 

18. NFRS 9-Expected Credit Loss Related Guidelines, 2024 has been issued for the 

implementation of the Expected Credit Loss (ECL) Model, as per the Nepal Accounting 

Standards. 

19. The amendment on working capital guidelines; an increment in the limit for the first-

homebuyer residential loans; and consideration of the loan up to Rs.20 million under 

regulatory retail portfolio which is extended to agriculture, small, cottage, and medium 

enterprises, have been implemented. Similarly, provisions to reduce the risk weights on 

real estate loans, hire purchase vehicle loans, and loans against shares up to Rs.5 million 

have been implemented. Likewise, reduction in the loan loss provision of pass category 

loans and increment on monthly debt-to-income ratio for real estate loans have also been 

implemented. 

20. While the monetary survey was being published based on the balance sheets of the NRB, 

commercial banks, development banks and finance companies in the past; a ‘Financial 

Corporations Survey’ has been started to publish by further incorporating the balance 

sheets of Insurance Companies, Employee Provident Fund, Citizen Investment Trust, 

Microfinance Financial Institutions, Hydroelectricity Investment and Development 

Company Limited, and Nepal Infrastructure Bank, since 2023/24. Additionally, the ‘Other 

Financial Corporations Survey’ has also started to publish including the balance sheets of 

Insurance Companies, Employees Provident Fund, Citizen Investment Trust, Microfinance 

Financial Institutions, Hydroelectricity Investment and Development Company Limited, 

and Nepal Infrastructure Bank. 
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21. Several foreign exchange-related provisions of the monetary policy have been 

implemented. The key measures include: certain percentage of the foreign currency earned 

by industries/businesses can now be exchanged through commercial banks, based on 

specified documents; additional goods identified by the Nepal Trade Integrated Strategy 

have been added for the provision of back-to-back letter-of-credit facilities; the provisions 

of imports through drafts/TT and DAP/DAA have been reviewed; the foreign exchange 

limit under the passport facility for Nepalese citizens traveling to countries other than India 

have been increased; the air service providers have been allowed to directly send various 

service charges up to one hundred thousand US Dollars or its equivalent in other 

convertible foreign currencies, directly through commercial banks. 

22. The details of the implementation status of the policy provisions of the Monetary Policy 

for 2023/24 are provided in Annex 2. 

Macroeconomic Situation and Outlook 

Global Economic Situation and Outlook 

23. The global economy, which was pushed towards a recession due to the tight monetary 

policy adopted to contain higher inflation, has remained stronger than anticipated. 

However, the long-term effect of the Covid pandemic, along with ongoing geopolitical 

tensions in Russia-Ukraine and the Middle East, are expected to limit the world economic 

growth. The International Monetary Fund (IMF) has projected a modest improvement in 

the economic growth of the world economy and advanced economies in 2025; while the 

growth rate for emerging and developing economies will remain stable. 

24. As per the IMF’s projection, the world economy, which grew 3.3 percent in 2023, is 

expected to grow 3.2 percent in 2024, and 3.3 percent in 20251. The developed economies, 

which expanded 1.7 percent in 2023, are also projected to grow 1.7 percent in 2024, and 

1.8 percent in 2025. Similarly, the emerging market and developing economies, which 

expanded 4.4 percent in 2023, are projected to grow 4.3 percent in both 2024 and 2025. 

25. The Indian and Chinese economy are projected to grow by 7.0 percent and 5.0 percent 

respectively in 2024, compared to a respective growth of 8.2 percent and 5.2 percent in 

2023. The Fund projects that the economies of India and China will expand by 6.5 percent 

and 4.5 percent, respectively in 2025. 

26. Inflation, at the global level, is coming down. While inflation in developed economies has 

significantly improved and is approaching to target levels, inflation in emerging and 

                                                           
1  The World Economic Outlook Update, July 2024, The International Monetary Fund. 
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developing economies still remains higher. The IMF projects that world consumer 

inflation, which was 6.7 percent in 2023, will be 5.9 percent in 2024, and 4.4 percent in 

2025. Inflation in developed economies, which was 4.6 percent in 2023, is projected to be 

2.7 percent in 2024, and 2.1 percent in 2025. Similarly, inflation in emerging and 

developing economies, which was 8.3 percent in 2023, is projected to be 8.2 percent in 

2024, and 6.0 percent in 2025. The average inflation in India and China was 5.4 percent 

and 0.2 percent respectively in 2023, which is projected to be 4.6 percent and 1.0 percent 

respectively in 20242. The IMF projects 4.2 percent average inflation of India and 2.0 

percent of China in 2025. 

27. Some central banks around the world have started to ease monetary policy stance, while 

majority are still continuing the tight stance. The U.S. Federal Reserve which increased the 

federal funds rate at 5.25-5.50 percent in July 2023, has kept it unchanged. The European 

Central Bank, however, has lowered its policy rate as inflation has come within the targeted 

range. According to the latest assessment of IMF, central banks of other developed 

countries are expected to reduce policy rate in the near future. 

28. The Reserve Bank of India reviewed its monetary policy in June 2024, and has maintained 

the existing policy repo rate at 6.5 percent. 

Domestic Economic Situation and Outlook 

Real Sector 

29. National Statistics Office (NSO) has estimated economic growth of 3.87 percent for 

2023/24. The growth is largely attributed to food services, electricity and gas, and 

transportation and storage. The construction, and manufacturing sectors, however, 

remained contracted. 

30. The GoN has set a target of achieving 6.0 percent economic growth in the budget for 

2024/25. The effective implementation of expenditures, policies, and programs outlined in 

the budgets of the federal, provincial, and local levels is expected to induce economic 

activities. Along with this, the increment in private sector investment is also expected to 

support the growth target. 

31. According to the Department of Agriculture, Ministry of Agriculture and Livestock, about 

68.6 percent of paddy plantation has been completed as of 15 July 2024 compared to the 

same period a year ago. With the monsoon being active and above-average rainfall 

expected during this period, along with easy availability of chemical fertilizers and the 

                                                           
2  The World Economic Outlook Update, April 2024, The International Monetary Fund. 
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government setting a minimum support price for rice to eliminate price uncertainties, the 

growth rate of the agricultural sector is expected to be satisfactory in 2024/25. 

32. According to the Nepal Electricity Authority (NEA), 352 MW of additional electricity has 

been connected to the national grid system in 2023/24, and additional 900 MW of 

electricity is estimated to add to the national grid system in 2024/25. Also, numerous 

hydropower projects, both by the Nepal Electricity Authority and the private sector are 

currently under construction. It is expected that the development of this sector will be speed 

up as the GoN, through the third investment summit, has made legislative and policy 

reforms to attract the domestic and foreign investors in the hydropower sector.  

33. The tourist arrival improved significantly in 2023/24. The GoN has declared 2023-2033 as 

the Visit Nepal Decade and has set a target of attracting 1.6 million tourists in 2024/25, 

with various promotional programs in place like the expansion of tourism infrastructure, 

including hotels and airports. It is expected to contribute to a rise in foreign tourist arrival 

and the further expansion of the tourism sector in 2024/25. 

34. Domestic demand has weakened due to a large number of young people going abroad for 

foreign employment and study. In this context, it seems that increasing the production 

capacity of the economy by spending capital expenditure on time as well as settling the 

payment disputes of the construction business-persons/entrepreneurs and resolving the 

problems seen in the savings and credit cooperatives will help increase the economic 

activities. 

Inflation 

35. Despite the pressure on prices until the first quarter of 2023/24, the y-o-y consumer price 

inflation gradually improved from the second quarter and remained at 4.17 percent in mid-

June 2024. During this period, the inflation of the non-food and services group has 

witnessed more improvements than the inflation of the food and beverage group. The 

current disinflation in Nepal is attributed to the stable wholesale and consumer price 

inflation in India, decrease in growth rate of import price index and salary and wage rate 

index, and weak domestic demand. 

36. There is, however, the risk of prices going up, emanating from possible surge in fuel and 

food prices in the international market due to the ongoing Russia-Ukraine war and the 

geopolitical tensions in the Middle East; upward pressure on wholesale inflation in Nepal; 

and higher price of food grains, vegetables, legumes and pulses in India. The GoN in the 

budget for 2024/25 has expected to contain the inflation within 5.5 percent. Although there 
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are emerging risks, it is projected that inflation will remain within the GoN's projected limit 

in 2024/25, taking into consideration the determinants of inflation in Nepal. 

External Sector 

37. In the eleven months of 2023/24, the total merchandise exports decreased 3 percent to 

Rs.139.26 billion, whereas the total merchandise imports decreased 1.8 percent to 

Rs.1453.70 billion. As a result, the trade deficit has improved 1.7 percent to Rs.1314.44 

billion in comparison to the previous year. Given the decreasing trend in the interest rates, 

the available liquidity, the government's capital budget allocation and the target of the 

economic growth, the imports growth is projected to remain positive in 2024/25. 

38. In the eleven months of 2023/24, the BoP surplus has increased significantly to Rs.425.67 

billion. Similarly, the current account surplus has improved significantly to Rs.200.39 

billion. In the same period of the previous year, the current account was in deficit by 

Rs.79.53 billion and the BoP was in surplus by Rs.224.90 billion. The current account and 

the BoP will remain in significant surplus towards the end of 2023/24. 

39. Remittance inflows increased substantially in the eleven months of 2023/24 due to the 

elevated level of Nepali youths migrating abroad for foreign employment to new and 

higher-earning destinations, as well as the incentives provided for the remittance inflowing 

through the formal channels. During this period, remittance inflows increased 19.3 percent 

in Nepali Rupees and 17.3 percent in US Dollar. Since the number of Nepalese migrating 

for foreign employment is still higher, the remittance inflows are expected to remain 

average in 2024/25 as well.  

40. The gross foreign exchange reserve increased 27.8 percent in mid-June 2024 to Rs.1967.19 

billion, due to the increased remittance inflows and the contraction in imports in the eleven 

months of 2023/24. In the US Dollar terms, the gross foreign exchange reserves increased 

25.7 percent to US Dollars 14.72 billion.  

41. While the growth rate of remittance inflows is expected to remain steady, the potential 

expansion of imports may lead to a slight decrease in the growth rate of foreign exchange 

reserves in 2024/25. The credit flow is expected to expedite due to the low interest rates 

and excess liquidity, and the implementation of capital budgets by three tiers of the 

government might further boost the imports. However, considering the proposed foreign 

assistance and the trend of remittance inflows, the BoP is projected to remain in surplus in 

2024/25. 
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Government Finance 

42. According to the data of GoN, Ministry of Finance, Financial Comptroller General Office, 

the total expenditure of the federal government decreased 0.9 percent and total revenue 

mobilization increased 10.6 percent in 2023/24. Out of the total expenditure in 2023/24, 

the share of the recurrent, capital expenditure and financial provisions were 67.61 percent, 

13.61 percent, and 18.78 percent, respectively.  

43. The total revenue mobilization of the GoN stood at Rs.1058.90 billion in 2023/24. Out of 

the total revenue mobilization, the share of the tax revenue and non-tax revenue were 89.20 

percent and 10.80 percent, respectively. 

44. The GoN has allocated the budget of Rs.1860.30 billion for 2024/25. To cover up the 

budget deficit, internal debt of Rs.330 billion has been proposed. Since Rs.245.78 billion 

has been allocated for the repayment of internal debt, the net internal debt mobilization for 

2024/25 is projected at Rs.84.22 billion. 

Monetary and Financial Sector 

45. The broad money supply increased 12.7 percent in mid-June 2024 on y-o-y basis, compared 

to an increment of 10.8 percent in the corresponding month of the previous year. Despite a 

modest expansion in the domestic credit, the significant increase in net foreign assets has 

contributed to the growth in the broad money supply for 2023/24. 

46. The growth rate of the credit to private sector from the BFIs stood at 5.6 percent in mid-

June 2024 on y-o-y basis. The credit grew by 3.0 percent in the corresponding month of 

the previous year. The inability of expected capital spending on time, low economic growth 

rate, inability in improvements to the economic activities as expected, and already over-

indebted private sector were the reasons behind the sluggish credit expansion.  

47. The deposit mobilized by the BFIs increased 12.6 percent in mid-June 2024 on y-o-y basis. 

Such deposits increased 12.2 percent in the corresponding month of the previous year. 

Despite a reduction in deposit interest rates, the improvement in remittance inflows has 

contributed to the increase in deposit mobilization. 

48. As of mid-July 2024, claims on private sector from the monetary sector stood at Rs.5273 

billion, which is approximately 92.0 percent of the gross domestic product (GDP). The 

total credit flow to the private sector from the entire financial sector is estimated to be 

around 108 percent of the GDP including the non-banking financial sector. 
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49. Credit to the private sector is expected to improve in 2024/25 due to the abundant liquidity, 

declining interest rates, and increasing tourist arrivals underpinned with political stability 

and a rise in government capital expenditure, which improves the investment environment, 

thereby boosts the investors' confidence. 

50. The ratio of non-performing loans of the BFIs has increased in 2023/24 due to the sluggish 

domestic demand leading to economic laxity. The ratio of non-performing loans of the 

BFIs increased 3.98 percent in mid-June 2024 as against 3.02 percent in mid-June 2023. 

Debt recovery is expected to be easier if the domestic economic activities are improved, 

problems in savings and credit cooperatives are solved, and the remaining payments from 

the government are settled. 

Monetary Policy Framework for 2024/25 

Context and Challenges of Monetary Policy Stance 

51. The stability related indicators such as inflation, reserve adequacy, and interest rate all are 

supportive for growth. Also, BFIs hold large amount of loanable fund. Given the excess 

liquidity and lower interest rate, there is lesser scope for monetary policy to boost aggregate 

demand. In this context, any additional loosening of monetary policy to support the growth 

target might affect financial stability. Thus, the challenge remains to maintain a trade-off 

between the short-term easing of the monetary policy and ensuring financial stability in the 

long-term. 

52. Central banks around the world have phased out the unconventional policy measures, 

adopted during the financial crisis of 2008 and the Covid-19 pandemic. The NRB also 

adopted unconventional policy measures to support for the continuation of the economic 

activities during Covid-19 crisis, which has now been gradually phased out. It is witnessed 

that the stakeholders keep expecting to employ such measures time and again for   

addressing problem arising in the economy. However, the central bank needs to be 

responsible for fulfilling its primary objective as per the international best practices. The 

central bank can make efforts to facilitate the economic activities through improved credit 

flow while maintaining the macroeconomic and financial stability using the monetary, 

financial, and foreign exchange policies. Effective implementation of other policies and 

programs is more important to stimulate credit demand and support growth. 

53. The Russia-Ukraine war that began before the full recovery of the global economy from 

the Covid-19 crisis, and the tensions emerged in the Middle East since the first quarter of 

the previous fiscal year, has been continuing. Disruptions on maritime shipping routes are 

ongoing. Inflation has remained above the targeted level in the emerging and developing 
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economies. As a result, majority of the central banks have been continuing the tightened 

policy stance. 

54. The eleven months data of 2023/24 shows the average consumer price inflation to be within 

the desired level. The GoN's budget for 2024/25 has projected the annual inflation at 5.5 

percent. Projecting the inflation at 4.5 percent for 2024/25, the Reserve Bank of India has 

continued its tightened policy stance aiming to keep inflation at the targeted 4 percent level. 

Based on the trend analysis of the recent inflation and the inflation outlook in India, Nepal's 

inflation is projected to be around 5 percent in 2024/25. However, risks of the inflationary 

pressure still emerging if the prices of essential commodities, such as food and fuel, rise 

because of the external factors. 

55. The global financial crisis of 2008 has taught a lesson that maintaining financial stability 

requires coordination between the monetary policy and macro-prudential regulations, and 

it has been observed that the central banks are emphasizing to strengthening the 

coordination and harmonization between the monetary and macro-prudential policies. The 

NRB has also been emphasizing on enhancing the coordination and alignment between 

these policies. Even if the outstanding credit compared to the GDP remains high, there has 

been lower credit growth over the past two years. On the other hand, loan recovery in the 

banking system has been affected in the recent months, leading to an increase in the ratio 

of non-performing loans. In this backdrop, it is necessary to continuously harmonize 

regulatory policy formulation with monetary policy so as to being cautious for not allowing 

the pressure to the financial stability from the indicators like capital adequacy. 

56. The foreign exchange reserves have remained higher due to the encouraging remittance 

inflows, a contraction in the imports, and an increase in the tourist arrivals. There is an 

opportunity to utilize these foreign exchange reserves for the construction of productive 

physical infrastructure, the establishment of manufacturing industries, import substitution, 

and export promotion. 

57. The public finance is under pressure due to the poor revenue mobilisation in the context of 

declining and changing structure of import, along with sluggish economic activities. 

Consequently, the total outstanding public debt has nearly doubled in the last decade, 

reaching about 42.4 percent of the GDP by mid-July 2024. Although the proposed net 

domestic borrowing in 2024/25 may not exert pressure to the interest rates when ample 

liquidity in the banking system avails, it requires the productive use of the public debt. 
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Operational Framework and Transmission Mechanism of the Monetary Policy 

58. While formulating monetary policy, the NRB has been increasingly adopting data-driven 

approaches, incorporating the newly developed dimensions in monetary policy and 

international best practices. The monetary policy focuses on managing the liquidity taking 

the interbank rate as an operating target. The transmission mechanism adopted is 

influencing the interbank rate through the policy rate thereby to the interest rates of the 

banking sector. In this context, monetary aggregates such as money supply and credit flow 

are taken as projections only, but not as the targets. 

59. Given the fixed exchange rate of Nepali Rupees with Indian Rupees as a nominal anchor 

of monetary policy, the exchange rate peg remains as the intermediate target of the 

monetary policy. While the capital account is closed, the broad money supply growth is 

also being taken as an intermediate indicator. There is a need to determine a specific 

medium term inflation target as the ultimate monetary policy goal and allowing two 

percentage point variations to it, switching from the existing arrangement of projection. 

60. The policy rate reflects the monetary stance and the policy direction of the NRB. The 

monetary policy transmission framework aims at achieving the ultimate goals of the price 

stability and external sector stability by influencing the weighted average interbank rate 

through changes in the policy rate, thereby transmitting it to the deposit and lending interest 

rates. 

Monetary Policy Stance 

61. The cautiously accommodative stance of the monetary policy has been continued to 

support economic activities given the comfortable level of foreign exchange reserve and 

lower inflation. 

62. The regulatory measures have been formulated to ensure financial stability by emphasizing 

on expanding credit to the productive sector and improving the quality of the credit flow. 

63. Coordination between monetary policy and regulatory policy has been maintained to 

facilitate the credit flow without disturbing the macroeconomic stability. 

Monetary Policy Framework and Targets 

64. The exchange rate peg of the Nepali Rupee vis-a-vis the Indian Rupee as a nominal anchor 

of the monetary policy has been kept unchanged. 

65. Monetary management will be made effective so that monetary expansion will not put 

pressure on the price level to contain inflation around 5.0 percent. 
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66. The goal of the monetary policy is to keep the foreign exchange reserves at a level that is 

sufficient to cover at least 7 months of import of goods and services. 

67. Keeping the weighted average interbank rate as an operating target of the monetary policy 

as it is, automatic and rule-based open market operations will be conducted to keep the 

interbank rate closer to the policy rate. 

68. Liquidity will be managed, and the credit will be channelized towards the productive sector 

to facilitate attaining the desired growth target. The growth rate of the broad money supply 

and the credit to the private sector are projected to   limit to 12.0 percent and 12.5 percent 

respectively in 2024/25. 

Monetary Measures 

69. The bank rate, the upper bound of the interest rate corridor, and the policy rate have been 

reduced by 50 basis points each to 6.5 percent and 5 percent, respectively. The deposit 

collection rate, the lower bound of the interest rate corridor, has been kept unchanged. 

70. The provision of providing the standing liquidity facility (SLF) at the bank rate has been 

kept unchanged, and the conditions of accessing the SLF will be eased further. 

71. The cash reserve ratio (CRR) and the statutory liquidity ratio (SLR) have been kept 

unchanged. 

Financial Sector and Foreign Exchange Policies for 2024/25 

72. Financial stability has been maintained because of the strengthening of the financial sector 

facilitated by the gradual reforms in the regulation, supervision, and institutional 

strengthening of the banking system. The number of BFIs has declined significantly due to 

the consolidation measures including mergers& acquisitions, and capital increments. The 

NRB needs to be vigilant at the emerging systemic risks when the size of the balance sheets 

of the BFIs expands, as well as the usage of the modern technologies grows. For this, a 

full-fledged supervisory information system has been in place to implement the macro-

prudential regulations thereby further enhancing the effectiveness of the monitoring and 

supervision. 

73. While the microfinance institutions have been providing services to the low-income 

individuals of the remote areas and those who lack the access to the banking services, the 

contribution of this sector has been undermined due to unlawful activities against those 

institutions. A point to note is that NRB takes regulatory action against the institutions not 

complying the existing regulatory provisions, and the consumer protection measures have 



Nepal Rastra Bank 

14 

been in place such that any mistreated customer can file complaints at any time at NRB. 

Policy measures are introduced to enhance the competitiveness and effectiveness of 

microfinance services, and to mobilise it for the entrepreneurship development. 

74. Substantial progress has been achieved in the payment system modernization in recent 

years. The development of payment infrastructure and instruments, along with the 

provision of robust legal and institutional framework, have led to significant growth and 

diversification in transaction volume, quality, and types of services, among others, 

resulting in lower transaction costs. NRB has given high priority to facilitate domestic and 

external payment and interoperability of settlements, while strengthening the cyber 

security measures. 

75. Timely reform on foreign exchange management has been continued. To attract foreign 

investment, policies and procedures for investment and profit repatriation have been 

simplified. Similarly, inflow of foreign currencies earned by service providers from Nepal 

is being facilitated.  

76. In line with the monetary policy stance for 2024/25, the following policy provisions have 

been provisioned related to regulatory measures of the BFIs, foreign exchange 

management, and payment system strengthening. 

Regulation and Supervision 

77. The Capital Adequacy Framework for the BFIs will be revised to align with the revision in 

international standards. 

78. A study related to the existing provision in the base rate will be conducted to make 

monetary transmission more effective and ensure competitiveness in the interest rates on 

loans.  

79. Considering the slowdown in the construction sector, following measures will be 

implemented to support its recovery: 

a) The duration of the principal and interest repayment on the loans to the construction 

business to extend till mid-December 2024. 

b) The construction business not to be blacklisted solely based on the cheque 

dishonour until another provision is made.  

c) A separate arrangement to be made for the off-balance sheet exposure limit of 

construction business regarding the credit rating requirement provision.  
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d) The loan, booked due to claims on guarantees provided to construction business in 

2024/25, to be treated like other loans for the purpose of loan classification and 

loan-loss provision.  

e) An arrangement to be made where the banking operations of a partner in a joint 

venture (JV), not be affected due to the blacklisting of any other partners in the 

same joint venture. 

f) In case of renewal of the construction period by the GoN, a provision to be made 

for the renewal of the guarantee provided by the BFIs.  

80. Necessary facilitation will be made in loan classification and loan-loss provisioning for the 

businesses, which are regularly servicing the bank loan, despite the closure of the business 

due to the unforeseen circumstances.   

81. Considering the strain on the capital funds of the BFIs, and with the aim of further aligning 

monetary policy measures with macro-prudential regulations, following provisions will be 

made for 2024/25: 

a) Encouraging the utilization of existing capital raising tools and use of new tools.  

b) Reducing the loan loss provision on pass loans from the existing 1.20 percent to 

1.10 percent. 

c) Revising the risk weight measures applicable to loan purchases and sales, as 

necessary.  

d) Increasing the regulatory retail portfolio (RRP) limit from the current Rs.20 million 

to Rs.25 million. 

e)  Allowing BFIs to include designated components of the regulatory reserve in Tier 

2 capital within the Capital Adequacy Framework 2015, provided it does not exceed 

twice of the core capital. 

f) Regularly monitoring the impact on the financial system from the arrangement 

mentioned in (a) to (e) above. 

82. The current provision of allowing non-performing loans, to be reclassified as pass loan 

category only after six months of regularization, will be revised. Under the new 

arrangement, such loans will initially be categorized as watch-list category for a period of 

six months before being reclassified as pass loan category. 
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83. The credit information and blacklisting related circular will be revised so as to update the 

existing provisions including blacklisting people solely based on cheque dishonour, and 

freezing the bank account of blacklisted persons being restricted from the banking 

transactions.  

84. Considering the low credit flow witnessed during the past two years of economic 

slowdown, following arrangements will be made: 

a) Implementation of deadline for the provision in the working capital guidelines to 

adjust loans based on the variance analysis will be extended and implemented after 

15 July 2024.  

b) The credit limit of Rs.10 million set for micro, cottage, small and medium 

enterprises will be reviewed. 

85. The provision of not allowing to add more than 2.0 percent premium at the base rate for 

the loan up to Rs.20 million, extended to the micro, cottage, small, and medium enterprises, 

will be reviewed by adding additional sectors related to the domestic production, such as 

agriculture-supporting industries, agricultural tool production, information technology, 

and tourism. 

86. A provision will be made to ensure that private equity and venture capital firms will not be 

blacklisted if any institution of their equity investment is blacklisted for failing to repay the 

loan.  

87. The NRB will coordinate in the development of a system to harmonize financial statements 

of borrowers presented to the BFIs and the Tax Information System, as mentioned in the 

budget statement of GoN for 2024/25. 

88. Reporting entities from various high-risk sectors will be integrated into the GoAML system 

to improve the efficacy of provisions made to prevent money laundering and combat the 

financing for terrorism. 

89. A draft of the Asset Management Act will be prepared and submitted to the GoN to 

establish an Asset Management Company (AMC) for managing non-performing assets and 

non-banking assets of the BFIs. 

90. An arrangement will be made to allow the BFIs to count their investment on energy-related 

debentures, including energy bonds issued by the specialised energy sector institutions, to 

the designated energy sector loan. 
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91. Considering the increasing use of digital technology at the licensed BFIs from the NRB, a 

study will be conducted on the use of artificial intelligence in the financial sector, and a 

guideline related to it will be formulated to identify and mitigate the potential risks. 

92. The NRB will facilitate the GoN in formulating necessary laws in establishing a separate 

mechanism for regulating and supervising the saving and credit cooperatives. 

93. An arrangement will be made to allow the BFIs to record the interest due by mid-July 2024 

as the income of 2023/24, if it is received by mid-August 2024, under the provision of 

existing accounting standards. 

94. Necessary facilitation will be made to the policies and programs adopted by the GoN to 

provide loans for studying practical education such as vocational education and other 

domestically studied medicine, engineering, information technology, and accounting. 

95. The NRB has already provided consent to 34 stock brokers to encourage the concept of 

margin trading and to gradually decrease the lending directly from the BFIs. In the context 

of the margin trading not being easy and adequately managed, the current cap of Rs.200 

million margin loans against the collateral of shares has been scrapped for the institutional 

investors, primarily established to invest in the capital market.  

96. An arrangement will be made to ease the loans against the specified agricultural products 

as mentioned in the budget statement of the GoN for 2024/25.  

97. The BFIs will be encouraged to channel loans towards the sectors contributing to 

innovation, as outlined in the budget statement of the GoN for 2024/25.  

98. An arrangement will be made to provide collateral-free loans to individuals with foreign 

employment permits, based on the assurance of sending remittances to the bank accounts, 

as mentioned in the budget statement of the GoN for 2024/25. 

99. To help solve the problems in savings and credit cooperatives, as outlined in the budget 

statement of the GoN for 2024/25, NRB will make necessary facilitation in implementing 

the provisions to refund the deposit up to Rs.500 thousand of members of the problematic 

cooperatives, through the collateral-backed loan taken by board members and their closed 

family members of such cooperatives.  

100. The easy and simple access to credit will be facilitated to encourage youth towards 

entrepreneurship, as per the budget statement of the GoN for 2024/25. 
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Microfinance 

101. The merger and acquisitions of the microfinance financial institutions and their branches 

will be promoted. 

102. Necessary arrangements will be made, based on international best practices, in addressing 

grievances related to the service delivery of microfinance institutions, and prioritizing 

consumer welfare protection. 

103. There will be a contemporary review of the regulatory provisions regarding the interest 

rates and service fees on the credit, provided by microfinance financial institutions. 

104. Necessary arrangements will be made to restructure the loan of the microfinance 

customers, unable to repay their dues due to the unforeseen circumstances, after paying the 

certain percentage of the overdue interest. 

105. Additional arrangements will be made to promote microfinance financial institutions to 

limit their working area only to the certain province or region. 

106. Necessary provisions will be made to implement the NFRS in all the NRB-licensed 

microfinance financial institutions. 

Foreign Exchange Management 

107. The existing provision of foreign currency exchange, available under the passport facility, 

will be eased. 

108. The existing limit of the exchange facility, available for imports of goods through draft/TT, 

will be increased from USD 35,000 to USD 50,000. 

109. The existing limit of imports through Document Against Payment and Document Against 

Acceptance will be increased from USD 60,000 to USD 100,000. 

110. The expense limit for convertible foreign currency accounts maintained in Nepal will be 

increased. 

111. The existing list of convertible foreign currencies will be revised to further facilitate 

activities like inward remittances, travel, and trade. 

112. The existing arrangements regarding exchange limit on service imports being provided 

from the BFIs will be eased by setting annual and sectoral limits. 
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113. To facilitate the payment of the procurements made by agencies of the GoN as per the 

public procurement laws, the exchange limit for draft/TT will be removed, and more than 

one payment mode will be allowed. 

114. A study will be conducted on the existing provision regarding gold import and its sales. 

Likewise, existing provisions for silver import will be reviewed as needed. 

Payment System 

115. The arrangements regarding transactions, conducted by authorized agents of the payment 

service provider, will be reviewed to make their transactions more transparent, thereby 

enhancing their corporate governance. 

116. The preparation of design characteristics for wholesale CBDC will proceed, based on the 

study related to central bank digital currencies (CBDC). 

117. Necessary infrastructure and institutional structure will be prepared to fully operationalize 

the national payment switch. 

118. A provision will be made where the institutions involved in payment, clearing, and 

settlement should compulsorily be public limited company. 

Miscellaneous 

119. Arrangements will be made to conduct the financial literacy program as a campaign 

through the BFIs, covering the topics such as consumer protection, responsibility of 

customers towards the BFIs and responsibility of the BFIs towards the customers, credit 

management, interest rates, comparative analysis of financial services, digital banking, and 

change in the financial behaviours through financial knowledge and attitude. 

120. The publication of the Consumer Price Index and the Salary and Wage Rate Index, 

considering 2023/24 as the base year, will commence from 2024/25. 

Finally, 

121. With the implementation of this monetary policy, it is expected to promote the overall 

macroeconomic stability by maintaining the price and external sector stability along with 

the financial stability. Likewise, it is also expected, through these policy measures, to 

achieve the effective financial intermediation; increased financial inclusion; enhanced 

security, reliability, and modernization in payment system; and the policy being supportive 

to achieve the economic goals of the GoN. 
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122. NRB thanks all the stakeholders supporting in formulation of monetary policy for 2024/25, 

including the agencies of the GoN, organizations related to various businesses and 

industries, the BFIs, the Monetary Policy Advisory Committee, scholars, media, among 

others. NRB also expects continuous cooperation from all the stakeholders for the 

implementation of the policies and programs envisioned in this statement. 

* * *
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Annex 2  

Progress Matrix of Programs Objectives and Programs Provisioned in Monetary Policy for 2023/24 

S.N. 
Point 

No.  
Objective/ Program Implementation Status 

1. 74 The policy rate to be determined based on the import capacity 

of the foreign exchange reserves and the annual inflation target. 

 

On the basis of analysis of different elements of inflation, 

balance of payment and growth rate in private sector credit, 

first quarter review of the monetary policy reduced bank rate 

to 7 percent from 7.5 percent, policy rate to 5.5 percent from 

6.5 percent and deposit collection rate to 3.0 percent from 4.5 

percent. 

2. 

 

75 Based on the status of the operating target, the interbank rate to 

be kept within the interest rate corridor by proactively 

conducting open market operations. 

Through the active open market operations, monetary 

instruments were effectively implemented for liquidity 

absorption. The weighted interbank rate of the BFIs was 2.99 

percent on mid-July 2024. 

3. 76 The goal of the monetary policy being to keep the foreign 

exchange reserves at a level that is sufficient to cover at least 7 

months' imports of goods and services. 

Based on data of eleven months’ of 2023/24, the foreign 

exchange reserve with banking sector is sufficient to import 

15.1 months of goods and 12.6 months of goods and services. 

4. 77 To contain the inflation within 6.5 percent, monetary 

management to be conducted so that monetary expansion will 

not put pressure on the price level. 

 

The monetary management work is being done regularly. 

Based on the data of eleven months’ of 2023/24, the CPI 

based annual average, and year-on-year inflation remained at 

5.62 percent and 4.17 percent respectively on mid-June 

2024. 

5. 78 The growth rate of the broad money supply and the credit to the 

private sector from the BFIs projected to be 12.5 percent and 

11.5 percent respectively in 2023/24. 

During eleven months of 2023/24, broad money increased 

9.1 percent. On y-o-y basis, broad money increased 12.7 

percent on mid-June 2024. During eleven months of 

2023/24, credit to private sector increased 5.1 percent. On y-

o-y basis, such credit increased 5.6 percent on mid-June 

2024.  
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S.N. 
Point 

No.  
Objective/ Program Implementation Status 

6. 79 Considering the domestic and external economic outlook, the 

policy rate reduced by 50 basis points to 6.5 percent. Keeping 

the bank rate unchanged at 7.5 percent, the deposit collection 

rate reduced to 4.5 percent from 5.5 percent. 

Circular issued on July 28, 2023. 

7. 80 Secondary open market operations and deposit collection 

auction to be opened if the weighted average interbank rate, 

taken as an operating target, becomes higher than the bank rate 

and lower than the deposit collection rate. 

Nepal Rastra Bank Open Market Operation Bylaw and 

Guidelines were amended and implemented. 

8. 82 A provision to be made to provide the standing deposit facility 

(SDF) at the lower bound of the interest rate corridor in order to 

make IRC more effective. 

The standing deposit facility has been in effect. 

9. 89 Necessary amendment process to the existing Banking Offence 

Act 2007 to be moved forward including the provisions for 

controlling the non-professional and violent activities affecting 

the financial sector stability. 

The second amendment draft of the Banking Offence and 

Punishment Act, 2008 has been forwarded to the Ministry of 

Finance. 

10. 90 The directives related to anti-money laundering to be issued 

based on the suggestions received from the mutual evaluation, 

among others. 

The necessary amendments to the related laws and formulation 

of a national strategy to be facilitated. 

Related directives are being timely revised.  

Amendment of Money Laundering Prevention Act and other 

related acts for business environment promotion have been 

done. 

11. 91 The limit of the first residential home loan to be increased from 

Rs.15 million to Rs.20 million.  

Circular issued on July 28, 2023.  

12. 

 

92 The current provision of providing at least one percentage point 

additional interest rate by the BFIs for remittance account 

opened by Nepali people working abroad to been continued.  

Regular monitoring is being done.  

13. 93 The Working Capital Guideline to be reviewed on the basis of 

the suggestions received from the BFIs. 

Circular issued on August 28, 2023, and August 30, 2023.  
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S.N. 
Point 

No.  
Objective/ Program Implementation Status 

14. 94 Stressed Loan Resolution Framework to be issued by 

incorporating the measures and procedures to be followed for 

the loan rescheduling, rehabilitation and other management of 

the borrowers who are in problem due to the natural disaster or 

other special circumstances. 

Draft has been prepared.  

15. 95 Asset Quality Review of commercial banks to be conducted. Expansion of Interest (EOI) has been published and 

applications received are under review to appoint the 

consultant for the Loan Portfolio Review by an Independent 

International Third-Party Auditor.  

16. 95 The guideline for Internal Credit Risk Grading of the BFIs to be 

formulated and implemented. 

The draft of the Internal Credit Risk Grading Guideline for 

the BFIs is in the approval process.  

17. 96 National level development banks to be required to fully comply 

the Capital Adequacy Framework, 2015. 

Circular issued on July 28, 2023.  

18. 97 Necessary policy to be formulated to implement the Expected 

Credit Loss (ECL) Model as per the National Financial 

Reporting Standards (NFRS). 

NFRS 9 – Expected Credit Loss Related Guidelines, 2024 

was issued on May 14, 2024.  

19. 98 Provisions of lending requirement to the specified sectors to be 

reviewed by analysing the current situation of the credit flow. 

Circular issued on October 5, 2023.  

20. 99 As per the budget statement of GoN for 2023/24, the provision 

of compulsory requirement of the Permanent Account Number 

(PAN) for the borrowers utilizing credit above the certain limit 

from the BFIs to be reviewed. 

Circular issued on July 28, 2023.  

21. 100 Existing investment-related provisions to be reviewed to 

facilitate the investment of the BFIs to the Private Equity 

Fund/Venture Capital Fund approved by the Securities Board of 

Nepal. 

Circular issued on October 5, 2023.  
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S.N. 
Point 

No.  
Objective/ Program Implementation Status 

22. 101 Necessary coordination to be made with other related agencies 

to develop a credit scoring measurement system. 

Work has been progressed through the Credit Information 

Center.  

23. 102 As per the budget statement of the GoN for 2023/24, the NRB 

to facilitate to establish a separate specialised regulatory agency 

to effectively regulate and supervise saving and credit 

cooperatives. 

Facilitation to be made on the need basis.  

24. 103 To facilitate the exchange of information of customers among 

the BFIs and other payment-related entities, necessary 

coordination to be made to develop and implement a centralized 

Know Your Customer (KYC) system by integrating with the 

National ID being issued by the GoN. 

Work has been progressed through Credit Information 

Center.  

25. 104 Financial Corporation Survey to be prepared and published to 

measure the financial depth by incorporating the balance sheets 

of microfinance financial institutions, insurance companies, 

Citizen Investment Trust, Employees Provident Fund, and other 

non-bank financial institutions, in addition to the BFIs. 

Other Financial Corporation Survey/Financial Corporation 

Survey comprising of financial reports of non-banking 

institutions such as insurance companies, Citizen Investment 

Trust and Employee Provident Fund is prepared started to be 

published on a quarterly basis.  

26. 105 Considering the necessity of capable human resources and their 

performance for the stability of the banking system, a study 

related to human resource development and management in the 

banking sector to be conducted. A provision to be made in which 

individuals should pass the entrance exam to enter the banking 

service and personnel who have completed certification courses, 

from institutions like National Banking Institute to get priority 

for further career development.  

Circular issued on October 5, 2023.  

A study entitled “Human Resource Management 

Development and Development in Commercial Bank of 

Nepal” is undergoing with the Tribhuvan University, Central 

Department of Management.  

27. 106 The existing risk weight provisions of margin nature loans, real 

estate loans and hire purchase loans to be reviewed. 

Circular issued on July 28, 2023.  

28. 107 Recommendations of the study report prepared by the 

committee formed to study the problems and suggestions related 

Directives have been issued to implement short term 

recommendations of the study report. Other 
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S.N. 
Point 

No.  
Objective/ Program Implementation Status 

to microfinance financial institutions to be gradually 

implemented. 

recommendations shall be implemented successively on 

priority basis.  

29. 108 Merger and acquisition of the microfinance financial institutions 

to be promoted by availing the existing facilities for institutions 

who commence joint operation by mid-July 2024.  

Circular issued on August 17, 2023.  

30. 109 Further actions to be taken on the basis of the study done on the 

issuance of Central Bank Digital Currency. 

Separate Central Bank Digital Currency Division has been 

established under the Payment System Department and 

works further progressed. 

31. 110 Collection of government revenue by using electronic payment 

instruments in the major public service delivery offices to be 

facilitated.  

Necessary facilitation being provided through payment 

service providers for managing electronic/digital 

instruments.  

32. 111 The provision of receiving foreign currency through electronic 

means from the export of information technology and other 

services to be made more effective. 

Circular issued on March 15, 2024.  

33. 112 The transactions of the institutions involved in electronic 

payment to be settled through the system of the NRB by 

synchronising it in line with the Principles for Financial Market 

Infrastructure (PFMI). 

The synchronisation process is under study.  

34. 113 As mentioned in the budget statement of the GoN for 2023/24, 

necessary amendments to be made to 'Nepal Rastra Bank 

Foreign Investment and Foreign Debt Management Bylaw' to 

simplify and facilitate the processes related to foreign 

investment. 

Third amendment to the "Nepal Rastra Bank Foreign 

Investment and Foreign Debt Management Bylaw" was 

issued on February 9, 2024.  

35. 114 A provision to be made to provide the foreign currency 

exchange facility through commercial banks up to a certain 

percentage of their foreign currency earning made by the service 

exporting industry/businesses like information technology, 

based on the specified documents. Such a foreign exchange 

Circular issued on August 7, 2023.  
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S.N. 
Point 

No.  
Objective/ Program Implementation Status 

facility to avail to establish contact offices in third countries, to 

make payments to foreign entities/ transfer the funds to their 

bank accounts located abroad, and to purchase software or 

programs and install the equipment. 

36. 115 The existing provisions related to the imports through the 

draft/TT and DAP/DAA to be reviewed, as necessary. 

Circular issued on August 7, 2023.  

37. 116 Necessary arrangements to be made to include the items 

identified by the Nepal Integrated Trade Strategy in the existing 

lists of items eligible for back-to-back letter of credit facility. 

Circular issued on August 7, 2023.  

38. 117 The existing provision of providing up to US Dollar 1,500 

foreign exchange twice a year as a passport facility to Nepalese 

travelling abroad other than India to be revised to the US Dollar 

2,500. 

Circular issued on July 28, 2023.  

39. 118 Necessary arrangements to be made to allow the air service 

providers to pay the various service fees abroad up to one 

hundred thousand US Dollars or other equivalent convertible 

foreign currency directly through licensed "A" class commercial 

banks, on the approval/recommendation of the regulatory body 

and presenting the other prescribed documents. 

Circular issued on August 7, 2023.  

40. 119 Since the spread and impact of Covid-19 has diminished, the 

existing provision of allowing foreign currency denominated 

loans to be paid in Nepali rupees to be removed. 

Circular issued on December 28, 2023.  

41. 120 To manage the inherent foreign exchange risks of the external 

loan taken by the BFIs with the approval of this bank, 

arrangements to be made to introduce swap and other 

instruments based on the study done so far.  

Bylaw related to the swap transaction has already been 

approved.  
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Progress Matrix of Objectives and Programs Provisioned in the First Quarter Review of 

Monetary Policy for 2023/24 

S.N. 
Point 

No.  
Objective/ Program Implementation Status 

1.   

33 

On the basis of analysing distinct factors affecting inflation, 

balance of payment situation and the conditions of private sector 

credit growth, the bank rate reduced to 7 percent from 7.5 percent, 

policy rate to 5.5 percent from 6.5 percent and deposit collection 

rate to 3.0 percent from 4.5 percent. 

Circular issued on December 24, 2023. 

2.   

34 

The provision of considering the debentures issued by the BFIs to 

count as their 100 percent source of fund till Mid-January 2024 to 

be reduced to 50 percent and allow to count until mid-July 2024. 

Circular issued on December 24 2023. 

 

3.   

35 

While further enhancing the effectiveness of taking actions to the 

wilful defaulters, the defaulters due to the unforeseen 

circumstances to be facilitated by means like allowing to 

restructure and reschedule the loans. For this, the BFIs to be 

allowed to restructure loans until mid-April 2024 after recovering 

ten percent outstanding interest based on the analysis of the 

applications received from the borrowers in problem. Further, 

sectors for restructuring to be expanded. 

Circular issued on December 24, 2023. 

4.   

36 

For the reconstruction of residential houses damaged due to the 

earthquake of October 2023, a provisioned that the BFIs should 

not add more than 2 percent premium on base rate for home loans 

of up to Rs.2.5 million provided to the families listed as earthquake 

victims by the GoN or authorities prescribed by the GoN. For this 

purpose, the BFIs may add additional 10 percent or more to 

existing loan to value ratio. 

Circular issued on December 24, 2023. 

5.  37 Arrangements to be made such that the BFIs to be able to allocate 

up to 40 percent of the amount separated as social responsibility 

fund from the profit of FY 2022/23 and FY 2023/24to the 

Circular issued on December 24, 2023. 

 



Monetary Policy 2024/25   

29 

 

S.N. 
Point 

No.  
Objective/ Program Implementation Status 

reconstruction of public schools, public hospitals, and health posts 

damaged by the earthquake of October 2023. 

6.   

38 

The risk weight of real estate loans provided by the BFIs and loan 

against shares of more than Rs.5 million to be reduced to 125 

percent. 

Circular issued on December 24, 2023. 

7.   

39 

In the case of home loans up to Rs.5 million, the monthly debt-to-

income ratio to be increased to 60 percent. 

Circular issued on December 24, 2023. 

8.  40 The limit of the non-deliverable forward transactions and local 

remittance transactions to be revised.  

The provisions are being studied. 

9.  41 The provision of restructuring the loan of the microfinance 

financial institutions regarding the borrowers who are in regular 

contact and are not being able to regularise their loan due to 

unforeseen circumstances to be made, based on the application 

within mid-April 2023. 

Circular issued on December 24, 2023. 

10.   

42 

Monetary Policy Advisory Committee (MPAC)to be formed 

including external experts for providing suggestions on direction, 

structure, goals, and tools of the monetary policy. 

Monetary Policy Advisory Committee has been 

formed. 
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Progress Matrix of Objectives and Programs Provisioned in the Mid-Term Review of Monetary Policy for 

2023/24 

S.N. 
Point 

No. 
Objective/Program Implementation Status 

1.  36 In order to make interest rate corridor effective, Standing Deposit 

Facility to be implemented from mid-March 2024. 

Standing Deposit Facility has been implemented. 

2.  37 Provisions to be made allowing for determining the interest rate 

on institutional fixed deposit to be 1 percentage point lower than 

the interest rate being provided to individual fixed deposits. 

Circular issued on February 22, 2024 

3.  38 Arrangements to be made to allow the loan up to Rs.20 million in 

regulatory retail portfolio extended to the agriculture, small, 

cottage and medium enterprises. 

Circular issued on February 22, 2024 

 

Progress Matrix of Objectives and Programs Provisioned in the Third Quarter Review of  

Monetary Policy for 2023/24 

S.N. 
Point 

No.  
Objective/ Program Implementation Status 

1. 37 The provisions of providing standing deposit facility to be 

reviewed for making interest rate corridor effective. 

Nepal Rastra Bank Open Market Operations 

Related Guidelines” was amended for the fifth time 

to review the provision of providing standing 

deposit facility. 

2 38 In relation to further strengthening the capital fund of the BFIs, 

necessary facilitation to be made to introduce additional 

instruments. 

Circular Issued on June 26, 2024. 

3 39 The existing provision of 125 percent risk weight of the hire 

purchase related vehicle loan extended by the BFIs to be reduced 

to 100 percent. 

Circular issued on May 26, 2024. 
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S.N. 
Point 

No.  
Objective/ Program Implementation Status 

4 40 Arrangements to be made to allow the BFIs to sell the investment 

being more than one year, up to 20 percent of their primary capital 

in one fiscal year.  

Circular issued on May 26, 2024. 

5 41 The existing loan loss provision of the BFIs classified as good 

category to be reduced from 1.25 percent to 1.20 percent. 

Circular issued on May 26, 2024. 

6 42 For the purpose of purchasing of real estate, debt-to-income ratio 

to be eased from 50 percent to 70 percent being based on the tax 

clearance certificate. 

Circular issued on May 26, 2024. 

 

7 43 The existing provisions related to the import, and sales and 

distribution of silver to be reviewed. 

The provision is being studied. 
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List of Statistical Tables 
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Table 19  Summary of Balance of Payments 
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