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Disclaimer 

 

This Ninth issue of the Financial Stability Report is based on the provisional data 

of Bank & Financial Institutions (BFIs) and other financial institutions as of mid-

July 2017. Data used in its analysis may thus differ from the most recent statistics 

or audited final data published by BFIs. All the findings, interpretation and 

conclusions expressed in this report do not necessarily reflect the views of Nepal 

Rastra Bank or its Board of Directors. The colors, boundaries, denominations or 

any other signs and symbols used in the report do not imply any metamorphic 

judgments. This report, unless or otherwise stated elsewhere, covers the 

developments and risks during the year to mid-July 2017. All the data and 

information in this report are retrieved from NRB depository, unless stated.  

 

Nothing herein shall constitute or be considered to be a limitation upon or waiver 

of the provisions of existing rules, regulations and legislations. 
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Forervord

An objective ol Nepal Rastra Bank INRB). the Central Bank of the Federal Democratic

Republic of Nepal, as mentioned in Nepal Rastra Bank Act, 2002 (2058 B.S.) is to maintain
stability of the banking and financial sectors. In order to ensure this, NRB has been focusing
on assessing risks and vulnerabilities of the domestic financial system and implementing
international standard prudential regulations and supervision.

In this regard and to convey activities in a transparent manner as well as to stabilize
expectation, NRB has been publishing financial stability reports bi-annually since 2012. The

reports identify the key risks, issues and challenges of Nepalese financial system with steps

taken by NRB for the rhanagement of those. During the review period the domestic banking
sector witnessed crisis of loanable fund, the share market showed bearish trend and real estate

transactions had mildly expanded. The size of total assets and liabilities of the Banks and

Financial Institutions (BFIs) had continued to increase. Similarly, non-BFIs (NBFIs) had also

witnessed huge increment. It is noteworlhy that with effective implementation of prudential
regulation/supervision by this bank, the banking system has reduced its high exposures in real
estate and other unproductive sectors.

The current issue of this reporl focuses on the trends of macroeconomic indicators,
performance of BFIs and NBFIs in Nepal (including their liquidity and capital adequacy), the

risk as well as resilience of these sectors along with capital market developments. Stringent
micro-prudential regulation and supervision, judicious application of macro-prudential
oversight and broad-based financial inclusion, have all contributed significantly to the

stability of the domestic financial system. With an expanded structure of the hnancial sector,

NRB has moved towards Basel III capital and liquidity framework in the banking sector to
achieve a desired level of financial system stability. This reporl contains the analytical review
of the domestic banking and financial system and the achievements accompljshed through the

implementation of key regulations/policies.

For preparing this high quality report, I would acknowledge the dedication and efforts of
officials in the bank, Financial Stability Oversight Committee (FSOC), Financial Stability
Sub-committee (FSS) and the Financial Stability Unit (FSU). I believe that this report will be

ess"ential to the stakeholders for facilitating them in obtaining important insights of Nepalese

financial syitem and will provide awareness of emerging risks and fragilities in the financial
system. I am also conhdent that this report would serve as a useful reference for those having
interest on the financial system of the country.,

r:t(rd*
,/-aA)'I //'

(Dr. Chiranjibi Nepal)
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