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gfaher faaRer T T S TTAT TR GEANT T
FEHATNTATRT AT = FFATHARd Irad IIaha

farazor T yfqeg @R SAERT FNY e |

TV FTEIEF AT FHAREEATS  BTATFHD]
IepebT AT TAH ATAlGHT TATITATEH! ANTITHH]
AT o8 FEATT The TS BTEF TeTeafed GeamTd
QAR FTIH T4 AT, FATGT TAH FHEwTH
AT U ek TAT JATEEwATg ey I=d
STSTHTHAT |

ST 5%, T ATTRICaaeh (9T THTITT AT P
fIeTaTs AT TR qANE, grum, A9 T giasgar
qfeqe! faem TR TAHTHET AT THTETHH
AT GO} [TAATS BT{aeh geang |

AT S fAfHESHT aveg TR0 FRIFRATATEEIT
ATARATEd Afehg TATHT 5% o TT TR ATTTHT
IS BTG FLTE TAT THHTHAT |

Weo &






DogR b T dAlfgd
dlifa sRdi®bIor

uesHR

c kN

“gTHIeT Prodeard] SSArAT TR GATTHE ST
qv ETHI TIFT FUTTFN HIHT GRYEFT & 7 aTHier
- g9 T AT FeATAd, TATgRT % fedww

R0R¥ WT AT =% At favd Searg aeie |
AT GRad AqHAT T FATHLOT AqTAD AT
=TT 9% faeaeardr qrataedres MU g | Taary
qfeadaer yfaear gata &y, fo=re, @,
STATSITe, TS T AATTHT Tgs el g | 8 o,
AT qRATT T T B TeABED] [FATIATHT
favaeardr gredwr fafa F=TEAT TaTgES WUl
B, S~ Tk I FEeRl faT fahe qeaes,
qfd FERIAT, THE-30 (G-20), B faa wrega=
THE, i T aredl Tadrg-geiegd A
AT AT T T8 ACe"dl T
(COP), FT@aT dRadH JFHA"e®w #dTie (NRB,
2022) |

T 09y AT YT FRRTAT AIATCHS FITeTel =
Fred Sarg-gearelia faea arfes @np ™
YTHT AT HETATHISET TSRl @ | Hareld
AT ATIH! G ATEd AR d hHIRAEEH]
AT STAAT] edebl THTeAd LRl G | HaTerel
“0%3 2@ ROYY HFE AT W BrEA (IS
) ¥ HAT ARRICHE a1 FiTagar TEr
T | AUTAR FAITA-R09R, WRT AR, gRT Y0
(3) Tadeter fagra’ @1 T ®qr qHuwr 3 fF
“RTSTF SATIF TEvT [T A1 e anfer T
ETeg ... 1” TR AT a9 farepra e (SDG)
o 9f "Ih A Y (UN) H Idcadl 1 030
AT BT X SATI, HecaThTgall T Ao
0 T&F T 93] ALAEEATS SIS, THAT AT
FTT (Climate Action) 9t T fevir faepra STeTeT
EIHT FHEAE T |

AeRTS1 oureft
RITCHED
AT T SF

g JEeehl ®UAT HUTd AXFRe A faeras,
2059 /5R AThA Taifaad qard ¥ Frgamr eia
F ATANE ETHT & TE G | F9aed FIAA
qeTd T HIGATH! ATATAAT ERT & AMMTH o |
qF AATAIF AR AMIF [qaadedl dg=r 9
ATAR Yara T fesiadr giafaer &9 aRka &=
\F( ~ & | N m ~ ( Rr a_qr_
R059/G5% - R05Y%/5%) o ERA fad ITEUEE
g T FAMT T 90 A SRTEARP! BT HITH
(A Fvg) TR T ASAAT TR G T ATTIEF T
R05Y /5% H AAGEHHAT TR TRAS, |

g faoior wmaferm wifteer v &cfia sfifree

o Mgy Seraryg "fvadd wifd, 309

e  JTATATIT JIEU TH, R09%

o ftay REIGGRINEE (Nationally Determined

Contributions-NDC), 030 ¥ NDC A==+
RIECINEEE

o ey ke FTSAT (National Adaptation
Plan-NAP), R09

o  TUHAH e YA ICHASAH ATNT ATeBTAT
TUHIfd (Nepal’s Long-Term Strategy for Net
Zero Emissions-LTS), 039

o Tl faehrer Wede® (Sustainable Development
Goals-SDGs), R094-3030

o ERd, SAATg-IcATHAMA T FHEM [qhE
(Green, Resilient and Inclusive Development-
GRID) 3ftaehTor - HTSHTST ST (Kathmandu
Declaration) 039

Hifger sfifer gfcdiwor
FGT depe® T Hitgh Hepraeed [ gomer

HITAAT AT TRATART FAAHRI TeATFT T
AT T | AT AT ATIRUTEEATS ATHT
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Hifqre oA qwaer 8 A T FET Foaed
UG AEIEE UT T GAHew  iataterd
TS GA | TAATT qRadAd Hitgeh HIG FOTeATeR
LA G g9 9 TR | BT dwew T
fa<irar /Aifg  fammeesa Soam  afaded
AIARAT  HALAEwE [a6g Febrd T4 fa<ig
JUITATATS BRI THbT ATHT Adaeh (Network
for Greening the Financial System-NGFS) ¥ f&ir
dfepg Tea® (Sustainable Banking Network-SBN)
AT FTHT TATIAT THT T |

WERE®E ¥ [Hgsd uiq g fademara
giva SEITHT AT ATHT HIT Ufeed w1 f@al
qivade TREH B | Hilge Hifq Huigewar
ATATARU JeTEwells THTA Y Feald epgwct
FARATS AE-9TF (Net Zero) TSHAUIHTATT AT
(Transition) T m‘sﬂqujm fam ¥ afa e
fqeqr T Yreded @A (BOE, 2022; United
Nations Environment Programme, 2017) ghea Seea
T ARATSATEE (A STER gEleg T dhws,
F) WA, WA HAl, qg Hel e T
TATEUT FolehT TRATSATE® |
g) foga q9R Argqes, [FgdE gare ey
i TES |

7, orurel do ferfdies, aftidica [dAurg, 20t

M) T T Eeg Sl 9an Ardhes, Joasia-
& AT ITTAE%® T JUBIUEED] [THUTHRT
IRATTATE S AThe |

o) Ed B WE  (FeE e SOEd e
=) IoASH A, A EIE, HiRR
HATH, HIER THT FUTEH, BlER qA=h0 T
TAIART ATTE STEAT TEHOT AHATH T [Ta=ATehT
AR |

3) AT, ATHEIAE a e, Afae fafaerdn
TREAT TG & AR |

o) Tkide  Hidewel HIETH  IRATSTAEE,
ATATAR, AT [Heh=sT T TSI AREEED
FRETT AT |

B) T GASE, TEehU AR Y HHA TR
AHAEES ATA, feoed T AEANIH
JATEART TRATSAEE TG |

W) ATArERYr AT [&W B, arareRy EGAT
f&T TTITas ST&aT aRASAEs e |

AT A SaAeEd aFg 98T, Sl 2

q HORTAEES! I TR TH TS qa

TR I=9 A SAM@HAT IR0 g9 d45 (ECB,

2021) | HRI dEEEm T UHIGSRE®A  HA

feqeamr S@ary dfaddsl 99d Jedrsd T

fafaes af faere Te®m A (Shapoval, 2024) |

forr q: Wiy et SuaRvEER s
C“:‘“*ﬁ:?: I:Iﬂl — Greening of collateral Greening of credit Greening of asset
disclosu“ere“ requl - framework operations purchases
. . adjusting haircuts to
climate risk stress better account for i 1 r ~
testing on banks : y : adjusting ) )
counterparties’ consideration of
i \ v Hl g H
[ exclusion of collateral cligibility SHIStE T8 i

disclosure of

climate-related

information of
counterparties or

assets, based on
issuer-level climate-
related risk profile

b

on carbon- o g
intensive/low- acceptance of green
carbon/green bonds or sustainability

investments linked assets as

collateral

—

aligning collateral
funds with climate
objectives

usage of ratings on
ESG performance

) criteria for assets
portfolio formation

b

rfa-:ljt;;t:-;ling_ pricing tnﬂ

counterparties”

climate-related
lending

L

exclusion of
assets/issuers from
purchases in case
they do not meet

b

adjusting pricing tow

composition of the climate-related
pledged collateral A

L y b .

p"

I Shapoval (2024)
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TN w474 o6 (ECB) ¥ JRIUeAl 9 (EU) qaeT

¥ fair quelieTe e T SargET gEatead

STfgHe® TETeT0r T AT Aiferedd (Statistical)

FHAFe® [Gh™ TH AYIR AUH G | A Fades

fe A T 98

% RW fao gue ;. owl gEw feemowmw
fadr=er SRT T Effegs THTIN B, AqSTd
IRATIES HATEATH] AT TATIS |

g Wqe Sifew @& : FAGR  HE
Tiafaiges a1 SiEH FArH IUTIRER]

AT faaRuEs gard 7 g |

T. fim dEER FEq SEeH gEd
HYSTT FHSAE Y& G T HGIERIT T
fafar aResar AT FHESTT S FH G |

FGIT el HATHHT HITGe AT gram ¥ FoeTe T
Ay [aeaRe® A THhd T Aibeg T
AAIeATH TR FA-HET AATAA] TSHATATS
THIT T M T @@ (SUERF, 2022) |
Rosa (2025) &1 ¥9R Hifger Afgepries, o4
HATATATE Y&l ®THT GHAT T qAHET Hige
Hfq IIIEE (AT T FRATEAT TH B | T
AT FUTTEE T TATAHCAT AR U7 THT FTHTT
TH T I AT B |

AU I §F T ERA UEwET

FEI Aeheh! T 9T ATHIITAT e [eazaret
afeafy gy | AU AT SF TA-304T, THRT ¥
TEIUETHY Uk “qAqeAR! (G fqepraet iy
T feamar T qehml I=qed a9 T4 ATa9dF
Hitger qar fagel fafqwar Hifq asm@r T T @rer
AL T "

AT AT SRl Feaied fad R (IFC), <4
R09% FT fa9e F THEH! TR ATHARMS,
T I el 'Guideline on Environmental
& Social Risk Management (ESRM) for Banks
and Financial Institutions (BFIs) - 2022' TStHT
T FHIEAT TAT A 9fg 93 hgeT R0%R A
FoTrge RUHT forr | aepr Jeed S ar faxira
qEeEdls Yodd FRERGE=l  faard [
T A AaEReE T A e SiaHewar]
WO (AT U ®IHT AHHET fGF T8I Ho
ST HAATId GOhRATHT ATATaRg ¥ ATaIE
@A (E & S) SATRAIAATS Tebleed T+ ATALAF
T (NRB, 2022) | 99Tl ¢ bl "Nepal Green
Finance Taxonomy-2024" 9fd ST Xl & &l
facia &t @i Bld =orgw, oAy SiEw
fedifde T 4ol AraeaddEEdrg q8s oaarsd Ui
gfed farept gaTeaTs dreATfed TEE (NRB, 2024) |
AT T Sfeh STAT Frg1d Aebees dTth i fafaet
FfGHEEAT g AT Hifgh Hifd goared ¥

o R oy aitEds SRR F SHer Fdee

Central Bank

Monetary Policy

International
Cooperation &
& Outreach

e e e 2 - NGFS & Global Forums
3 CMM*", ::::mmk Financial Research & e ol et
ju s g C
Supervision & Green Finance Data Analysis A A
Regulation & Market ot
- Climate Stress Tests Demlmm = Climate Scamri? Analysis
Adjustments Economic
* Capital Requireamants * Gresten Bond Issuance - Economic Modeling
Regquisments = Facliliak Green Lending Data Collection &
= Carbon Pricing Raporting
Maochandt B tEnicicd
Support

Mitigation & Adaptation
to Climate Change
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fa 3 T gt faepr afesmaT
SUSTAINABLE DEVELOPMENT

ENVIRONMENTAL

GHG Mitigation Adaptation & Resilience Other environmental
€ “Low-Carbon” =
& “Climate” Y
& “Green” P
€ “Sustainable” »

FId: NRB (2024), Nepal Green Finance Taxonomy-2024
qeAEE YIMAH @ FFq @he e faae difye fifdes T AU g dede TR gated
THfde®d! ATHEATRT HO SATGH FHET T |
aRier ast g0z /T3 &r Hifge wifer

wfdE a9 053/53 F HfgH NTAT TWH THE
g gradae®

Sfep T fa=iTT GRATEwe BT wad, HaE
i ¥ H crEEE g fadr arhe
HATET T .90 A@EF %0 a1 AT IH
FAT JaTe T qo FFIT TRAS, |

Jb qur fodr geaEEd @, @,
T, HISIIAAATId  H AT
FHEItad HIH AN ATh a1 SATIANTER
THATE  HEA  JAT  IATGARl TR
qIAHA g T fafa= @t T TeRfaer dell
JoTe TR LIS 97 TTATHRT T
FTATAITR] FATAHT TTHA A, |
AT BT AT T8 (NARC) o [T
T SATAHT F ITSEEH IcATed ATA (G
T ILITHT AT e qgT faira Geameeane
JATE & FHSHT TS TS, |

oAl ICATEHT & TATE Tl FHollehl TS
IS0 TH FFl FEEATH TARTacA
TS, |

fadum/ ufkworerTha fardet giva e

=T GSi Foll HrAfafg - 09 F1 AIAHT
SUSTATE TWehehl ®IHT U T FHAT FATE
T T AT HTATAAT TEEH G |
fHaed TR 3/059 (3 &) @ TSISIAIAIT
I A TIAANAT AT Foll
IS, ?ﬂ"il?{ TR Tgq (Transmission
Line) ¥ #adHR [(AHIT TRATSTATHT HITHT
AT ol AT TRBITHAT ST qraan
TP ISl TGHAT 4O FTATHHH T8
T TS |

TR, FAAEGLAATAT TG Foll
ARATSTATRT  BFAT WTATHE  gSiel W
gfqeraH=aT FEl B TATE TAI ATITH
TR (Power Purchase Agreement) WU
TS, |
faem TR ¥/05q (§0) ¥ SI@HEE
&I~ Reputation Risk, OGO  SITEH
(Strategic Risk), ¥ TG/ ATAGHBRI
PRATRATTH T fadg e SieH
(AML/CFT Risk), Legal Risk, dardraxu,
IqEfTE  qAT GEH  qREd|T SiEw

(Environment, Social and Climate Change
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Risk) &1 Sf@He®sl  qHd  die=rd
TS, | ORI A%l @9 fefawe

FIATTT TS THIS |

fagd IR T TART Ared [HAH0T T
TATSIATS  ITUHT  FFIAEed g fAfved
qMUHT ‘F A T AT TRHT @ AR
b qaT fair TRATHT GeTdAF FEHTETRT
afvacd faeefl |HatdT /g ST 9 AFS
(NRB 2024a, Foreign Exchange Transaction
Related Unified Directives 2024, Directive
21/2080 (1), pp 216) |

"Nepal Green Finance Taxonomy-2024"
9 R s AREYE T e T
FATATER 329/ fagI=ie® Y& al 3
e fagr=q 9 ey aREdd  daEad
(Climate Change Adaptation) (A)

e fagrea 3 Sdary aiEdd e
(Climate Change Mitigation) (M)

e fag=a 3 WEfds da 'R ¥
TIEIT  (Natural Resource Conservation
and Management) (N)

Hey fagra ¥ gyguur qedrH ¥ g

(Pollution Prevention and Control) (P)

)

B
EL

4

gha, Searefer 7 gwmeeft fa@™ (GRID)
fafAde (NIFRA) @5 99 T el 93
AT R0, AT T 79T AT are (SEBON)
93 § R0 T AYTAR Gfedl ATESITE
gka ave, “NIFRA eka Sl @ %,
055 /5% ST I FElhid IaTd THl T
SR Hed Y 99 &7 faar | A graeft gara
FINAT AR FEANT Tor=il (KOICA) ¥
Global Green Growth Institute (GGGI) HTehl
TEHTIHT JEI TUHT f93T (NIFRA, R03Y) |

FHI (Kafle) (2023) & Forarq aad el HeTeTe
I T TATA I Fepebl RO T JTHBTH
fergereror T¥eRt fT | T e AUl ST AehehT
T AF F gt afcret e T FErwer
faouseEdl fquR T [qERe® S "
[T (Content Analysis) =T | T FAATA
THHT I TIAHT SGH, FAAT AATQL 4T
gfassT  SfEHdrs TR TE AAATg A
faeg #d TIE 99X T@UH G | AR T
qATAA Hifger W SAeAarg gRac=enl FAraers
ATF T TATT ST T AT TERT G H TG
1 AT gaATar AT | AT e Aebel fairg &
7 T fifqes T favieedr ITHuEs -
9T fafa=rar (Differentiation), GATAT (Disclosure)

ATAeTFAE®, TS (Refinancing) T FHA

e ¥: giva fa it o fages

Core Principles

Principle 1: Climate
Change Adaptation

-

X

= Investment in reducing
Vulnerability.

= Investment 1o harness beneficial
opportunity.

®

Principle 3: Natural Resource
Management and Conservation -

= Investment to maintain ecological
m

diversity and healthy ecosystems.
= Investment to conserve and
manage biodiversity and
ecosystems.
- Investment in green jobs and
employment.

Principle 2: Climate
LT #‘Y Change Mitigation
. - L

Green Finance
Taxonomy Principles

-

= Investment to reduce GHG emissions

» Investment in low carbon climate
resilient economy

» Investment in carbon capture
technology

& ®

Principle 4: Pollution
Control and Prevention

= Investment to prevent & reduce
pollution,

« Investment Lo prevent adverse
impacts on human health and the
environment waste management.

= Investment to aveid or minimise
emissions.

» investment in waste management.

Do No Significant Harm (DNSH)

Source: NRB (2024), Nepal Green Finance Taxonomy-2024
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T[T ITHREEAhT a9 [TUaAT gqed T
Hefes, |

SUHER

FeEIT Aeheec] favIaars aerar fam s Tegr 9
HHAH STAATT AREAT AR ATRAATR! TOTH
BT | BT Shepl HET Je9dew U T IIAnT
g1 Wifgh ITveE qaAT fq-ie®d Hraraad
T AT g HitgE AifaHr smanfed gws | Hifgw
AR, Fo1d dobets, faard / Hiiged MaTHFe®
¥ Aifq HAaEe fade ferae Sgvges adr
TAAIHT FFIeId Helewdls gwdiad TH TgaY
TRREHT B | AR AaeTT-3063, i / anfdw
Ifqess, I AT Ak TT - 04 AEHT Ieoi@
TRusAaR qar favir faera deges areq T AT
TATAHT Hr5IT b T AT TLHRBT AecATEBTIH]
ETHT, TAATY, AT ATRAT T AATHT FIAEEH]
FH T JHE T 2 |

ST FEIET AT qSHT qAT FIehl FEAEIT
Tﬂﬁ; 'Guideline on Environmental & Social Risk
Management (ESRM) for Banks and Financial
Institutions (BFIs) - 2022', T "Nepal Green Finance
Taxonomy-2024' STT41Y EISERIGEC I qee
SFFT AEATT YATEEE g | T, H T
TATERT FATHT & holl, Tebed ol GTHT,
qfedl 9 B T (A7) ST T ST, &Har
[T T AR-TRENT =T T e STAdry
JIAPERATAT AR 9188 | BRA AT
Feordr/gHfd @@ (Green quantitative easing
/assets purchases), B FHI AN (Green
credit allocation), f&rdT &= (Collateral framework),
ey g faeTTIr (Climate scenario analysis),
SAAT-FFI=Id A 9 (Climate related
stress testing) ¥ AL S&AT FFATET STAar]
AfTSIAT FHTEeT T GEg | TN IS T b
Serarg-gearefiar Hifges Hifq FrarEaaTE T
ARy, Saferd T HIIAANd 3EHUHT TR A
ey Bl gellg (green washing), gfea Wﬁ
(green inflation), g Hear (green hushing) ¥
g T=T (green wishing) STEAT FAAMAEEAT Tl
g |
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q@Y TATTHT TUHT Gen—Z ATRIAT T ATRIATHT
FHAT qURT FAGAH! &fqed qqred T AYTATATS
B HUEd TATCHN T | TG ATIATH HHA]
Al 9% SAT FUTAT TaATewh AT TTH 3,
I UTgdeEd] AT ATHT 8% el G | TqH
afafeh ATReq®T FEAT [Meawar, fdararny,
qAr=d ARTATITRT UTeldeh gRe qaT q9g
ATRE FiassHes agr Aol grfaesqr AUeh!
AEHRIE T ANTSHIH FRI JITAA AF AT T
ARG AT HERH T | THA ATl AGTAAT
TEMH ARRTHE AAEE AR G | A ETHIA
T vk ggife 9 fARerd g | av a1 afqere ars
farehe wifersr T 2l Rl Faar A3 Afed &
T 9~ &1 Hewdql gq ATSS |

TG AT & THEATATS GHRICHE Aiadl ad
U T8 S G A Hleeldel of aoer 5
HAHIHT BIH] IJUTEAT g S | &, A BT
TSR] AT [ebRTeT THSATATS TiF LN BTAT JE0T
T &faws |

Gen-Z #ATRAA T 4T ATRIAFSATE THT HAUHT
ASHIae  aRadaares <THT  ATfdE  qRERTET,
qUEA ¥ AdF  faREEr Teireewds
THEGT T A FHEFHT q6d g1 Wbl G |
SAATH (g T qHiGH FAEATA qFEEd T
T 39TATS g AT faeTereRt ATHT anTie aersd
AT HHEATHT TR AEeTHhdl Tag | adH
ARATHT [TATaHET o1l g qUHT q9EEd o
IR [IBTEAT  ATALARATTHITTHE! A T
TFIA | TGS DT (AhTgR] HITUG AP

T T AT GTAT TR ATHEE B |

F Ui IR THT o R R
TATAT TRl &1 A ST AT @l AR
FATSH Fibrs, A~ [qeargedl aTdraRe A9quae
TAET TEAT | AYTAHT TR Arars et
TH H AT g7 ATFYUF  TAICHE AT
R 9 g Sgare AN, IR, JTehias
Graeed! I ITANT TR I9MeHT [T T STAATH!
AIF AR g qH IR T Alebes, |
TR AT ATATTHE! AIHAFLATATE fa=qT
frataaEr srderawarr 9feod T didg |

T [T AT qoTHT T 1S STHT fa=rAT
THHET ¥ ATETEwD A= TR faiqe= T9TEwehl
[epTEeT =REE! [T I e TG g7 |
TLHT ATNT ETHIA el TIGATAT STl [aehTEeh]
HISHE®ATE ALAAT I s |

Hiwer fasrer sfem

9% dfg HIAH TSR oAl =A ATl
MU AU AT | dfedl TR Bi-shiegd
FHISEE, AHed @dr ¥ wsa-Hafea SEn
[T 9T SgeTe =AHT IATREHEA] qig B
Hebel | TEEl ATHSEAT T Ul JeqTaehed bl HR0T
T \90 T TIHHAT AT HIHHL B! ATHAT THIAT |
T R ufg 1 faare fUgo ofde® qEmw
GATIAH HIfd  (Reform & Opening Up Policy)
AT | FSRAET J4ae, [y e &7 (SEZs),
fASiT T, 7 faeelt geger &RmAEr (FDI) Yiedred
T ST FROT G 000 HT IMHAFH ATFYET
HFrerer faterdy sfreifraaReTs grafamar faa |
=Tel Treeehl FRETT TR Sl HEATH IATEA T
LT AHARATRT A9 ASF Fhg e T7 |
avh g 009 AT 999 =AUR TS (WTO)
HT Ja9T AT ARG SATIRAT A%k AT T
STET | A 090 FE AT LT ¥ (it
gea-giatg 5G, EV, fefsted 9daw, Al 94M4R,
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A=AieeT AT FE, ¥ “Belt and Road Initiative — fEIMUReT qa@TcHe® @ (Comparative

(BRI)" ST UTHITqe&HT sranfed faseae arar a1 Advantage)

FATA A T G | TARN AT A 9 Made in fgmrzey dnifas  gatefad  #RO T

China 2025 IO @R TRUHT 3 |
AT qAATHS A (Comparative Advantage)

URTATE FUEEAT Al SAgSel T q&l HHh
TUHl A TH-TET Icara (textile, electronics
assembly #T(G) HT HUHI TAATHE AT TIH FHIgal
oIS AT ArATHT Taeft aar fagef amerearars
AR T A6 AT | TAT TR, FH=al JaTdH]
qesl AL, AW @iel JISRY T IIHR-
THIT FERT FAIfcTepT FRO = faeaeardr giaeqdr
T Fa AT T30 | SERI qavare ATdrand,
Al AT AT GTATIeRT &THT TR AF [ Fehraet
IAEA AR "2l | fHafaa@r i daae
e fava aoReET @I gET WETHT gedrad
ARG SATARAT TAATCHE ATH HEAH T2AT |
BT T[b] qAAICHS ATHET &7 T AT
qi I= gIEiEE IURT (AL, FHI-FHEdR, 56,
TATETT oll, gfdde ®17) AT (e &2 o |

JHSERAE e W FRHdl  GURATR T
faeaer @1 TAT AATATFHH! ATAT TR G |
JHb! [ATCHE ATH AT FEIT 2H T Sl Jcdra
fHar faar @R dAfed gidfg ¥ Fayaaadh 9 S |

frRaT faemat st

T 1R&Y AT FATFATATE AT HUals FagmR amr
AU &9, UTehlch ATl qqMd T ARSI
STEAT AT ATHAT ARl 2T | & FATT 7T
forerT, FRT TTEA, BIAAR! AHT T BAA IR
X fAATorET Sire fedr | 9]90-50 FT THEHT
faaell yoaer oRHAT ATRYO TH AARA  ATATARIT
TIR AT | FERATE ¥ FATgSerSl ATararadrs
AG[TE TS SATAR Dirga AL TAZAT | 4330
ekl faxira dar, st qdam, farem ¥ gfafa
ST faeaeqdig gaeht &9 [qebrd 94T | fagam
oqrT forvass ot yiaeqd] ¥ srafeqa adae qusr
HAFE®HA U &l 99 AR, fow, @, fra,
¥ giafadT S A=, |

TAATCHSE 1 B TR B | I3 T I=H SIS
FHIT ART (Strait of Malacca) AT SAId qUHTA
A=ARINIT SATIRHT YTehfceh ®THT qTAATCHE AT
ES T FRT | I (AT awae
¥ [qumegE, @R, araEard ¥ el HATE
SAcERTdr A A T g o g qreany
fagmmRer S== TorEaer e gomelt ¥ e "
&g faeraar i sire fear | aeilae ferar
T FHIAA TR AfATh TLER (I, B
BIaT TR fagITaRe fasTaeT AR et
AH IR WA | TGEHT AT AT GFEE, TEd-
focfrr dan, Sfps, g gfafy ¥ wdewar @@a
[eTS qAATCHS AT BTae T F&d 94T |
FZETTHT TSI UTehl ek AT THY 91 0
T, IEHS MG, TG Goil T JATHE! AR
HTATTAT AT (BT TehT T | THB! TATCHE ATH
2R, fa<ira ar ¥ Ararara -t T Taeh!
3

gRauT Sifvamer e sfew

9243 dfeg HITATAT Fgufe Zferor Hifar sreae i,
Afqeptad T HU-diga dda= 93T | 98%0-%0
T9TF AATT qTeb =T BT SHATNTBTRTT TuHIe’
FId i A AT 9% 94T | HaraeEr 3T
Textile, SeTsl fAafor goard) &1 fqeraar wre
fa=aT | 9350-20 TUTE: FAFRIHT, AITHTETZS T
I=T Yidaid IATGAHT 3T A1 9T | Hyundai,
Samsung, LG ST&T &A1 ATTHTIF THE) o AT
(S QT | g 000 Ui =1 giard, dHI-
Freddy, HARSSA IANT (K—pop, Korean Drama,
Game industry) ST SANTHT  HRIT F&T0T HITEAT
faed aSIedT gaTEeTTer aw=v |

faror Fifer aret favas o Qo wdaEmer Ua,
I=A-glalg I T HiThias 9Tfch (soft power)
HT Hvg AR G |

qAATHD A (Comparative Advantage)

AT, oo RUEAT Y ¥ griafae qe HiHE
Feor FIRATHT AT FATIART [ALEAT WA, |
TEET T Gfafer T TAYIdTHT Seladiva, HieTsd,
Gl G | I FIRAT (G99 STNRATs A
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FATY IR T TR (HATaH@! oI Aaaea
TRE G | TIHT Alqh dimide A (K-
wave) A= FGd, Farad, A T hITATRT
AIER(TF &TTH] TAATCHE AT e TH G |

TSETTHT (&0 HIRAT TGATGh! RS FALATATE
fraTaaeT drarterser, gfaf T foremar smenfea
Foreprer T ATt FreE R A A B
T TAATCHE AT Gfafr, drHrarse, godariTa
T HiERiqe UM F |

HEHT THT qET & FAUGH |

=, fagmqR T sfaer wiareraaEr gaEEd
AT AITAA (G Fo HET qTde®s T AMGF
ferepTHepT ATRT U HThEe dd T&d TRUH &

~

® T SHIhIHT [aHT

forarera qeefa & wifafaes Rremar sire fam,
FATEEHT AT 9T SR HTRHA, T~
TRISAR, IITFMAT (startups), 1T, fefoaea
AT, HITHT AT gfafa AR W ISR
EERURICE

o I ¥ AEElK®d fasa  (Applied
Science) AT AT
TqrTHT ST, QAfeTE g T fAel e
FEFT T AT (Research) T ATARTE
fa= (Applied Science) AT &A1 fad T EXll
RISET fad Albrs | TqHT AT faaraaetg
faeataamaaar faardiars dnee T fhee
THAThHT  Taiges  qoT AT -
foTeT9T  (Research—based learning) q2 T
ey | TR H, Searg gfiEdT T
At A avaT faeafaadd TRH
T Al | FRPR T (I GFAPT TEHTIAH
Applied Science Lab, Innovation Hub 4T
Technology Incubator ¥FIT9T ™ AEs |
TGE T AA(HH  ATIATATS TR
SITg YUl aArsd Aicheeg | TaTSl &=l
AT qEAr ¥ AR Hel gtarg faes
T TN AT IRUTHATS  AaHTIHT
FTR T GOl TATSAIES, | TS S9THT
fargefr gfafuerr fvRar gersy ¥ @it gfafa
[TehTHT FEART Tag | TR Afqih =,
ARA, SIH ¥ TRl faeafaemagesdT
Joint Research Program FHA I=eTad 9

i, |

o  YNER MII T IRERTAT AR T FLHRI
YLATEEHT THER YUl 1A d, rsii-eh
Farr aredft fram, aee afueriewarg
FRATE! 9 IfTdg g |

e  IAT YATEHT AT Jraferehl AN T FME=HT
QIR T Farers g GERamEr qemEer a7
Gl AT W Glaem, Aradtaer T
TREAT (eI qER T |

e  TAIMIHAl faead=aar (Investor Confidence)
PIAA e B GIET, A= FFd e,
AR AT T TRET EARET TG A
<AATCHD qTdid U] @4"1|d:| |

e IAT ¥ AAAHE! 3NCHAT Hisd WS IaAT
gt faeera, ST v, W9 faepra arfas,
FefTeh HHATE Febd T ATARIH ATIAEE
faa T 9 FEFAEE AT T |

g SfedfEgd dege®  BlEgd THET AT

[T ARET  ATHTAE T Qe OHIdw

FAFHER IS TSI Alhee, |

F) FAPAA O

o SN FEHH ¥ IAALAAT afg

- FRFHT /ST AR ERET Skill Development
Centers @Te |

[iadT FESIH0T I |
- &, gEAr gfafy, wdeA dEEr FErers
T T JIeTEA T |

o YNNI I T AIH-gemaids IR
- YRLMER  GAEAad  ETdT  AqTHT

A ATANTEE ST T,

AEASE THEIT T e ATTer@as gl

91 |

- T @ive yikar areedt ¥ yfaeadicas
FATS |

- g 9 USE  AfeRiERdrg  ad
GERATHT TS |

o A [ERar T ATHA HIR
- F GIHER 9T Ui e A
it T |
- =T, e, @, AT GRIEEHT gaR
T qEEITIAT T |
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3[aIC]
foroarstent

- TR T BT R T = gomed,
T GUITET, Fiafataeadr g T+ |
HITH TG T AT G

- iU FAFE ¥ HaAdeE  qATATITEH
ATNT AR T HOT FiadT Jard T |

- TRMHTRT AT ATATARYT FTR, TR, A9,
fareirar faAT Treear =Ars |

- fageft @RUHT (FDI) AT a T Aifag<eedm
AIY ATIRIFT FFU ATTE® 22T |
AT & T TISAR] FAAHT

- HETH ¥ ATREdd  Jaifad  gaedars
qASitad T AT AT 9ded  Ydad
FTAFHEE FoaTedd T |

- FRET UM, (AET AIq IR T AEfasd
TUETHT STE fa |

- Zad AT AT TAFTAATE FY T e
e, TATHIOT HT (G TATIAT T |
qTided AfqAT FE HeaaT (Policy Course
Correction)

- o AR T AATEYAF @I FAAT
T ATHIE T Aifad  fasrawr @
RT3 |

- @9 =T, Fremreedr yrafgewar e,
THTEHT A |

- T FIFAT AR T FLbl AT Rl
TATS, BT Tl (AT T |

AT FEATNTAT T ATATSE =TT FIAR=raan

- |ag ¥ |G a9eA qAeEdrs GEHN
RIS |

- dfge T T TETHAT, Feraserd T fUset
FIATS WA AT T Aifde® TArs |
ISR @TehsT |THOT T ST 97 qrasties
ST HRITHT 90,000 W= del ST
fqstT 19 FEIHE TS |

T AT T FATH THATTERA AR

- =R (qR1dT HTA (AT T FHErga ag
HET FRATHIA T AEAAF GG T,
FEAAT FAAAT AN T |

FAATHHAHT AT T qATdR Feawar =

T AR ATATS ATITET T |

7, orurel do ferfdies, aftidica [dAurg, 20t

o  THHI FIW TIMIAT T &ATTU=T & qaT
AAIEEH AT [F99 FAEHEE, T -
farerer o, Ffaaaqul Hor T AR giadr
JaT T |

o FAT IUH quAT feha oo aAfaTe=Ra

yifatees qifaH, STHefEaras T, Start-
up aTe grataear fae |
o URERTAT T =R FEATAHEFAT
- WERFH FIHew Gl AT HFHAE
qreitaes TH, fafq=T WEAHere ATl
[EEREISECIEIFCERINIICEICE N
g) SrHPeN U
STETA TG =, HIear, S ¥ fagamR
SEAT THATA! IME"A  I9h TAACHE  ATHE]
gAe®  dfedd TR Oie /I A4 el
TUHI{ceb AT aATeR fAeea=ar feu aa9d ot o
ferepTarel 5 AT SRS Af@Tadhl & | JaTeel ai
TSI [ERAT T AT Al AT
FATS [aehTeep! TAHT TS TG ATITF G |

o NN HHAYA [qebr&ep AINT R18 T griaiees
T FfAr T AR 3@ dmEr
T | JATAe af| yifatees farer, Sarmefierar T
AT SirE faqaes |

o W T FRATS M WAl Gearaarg
T | A R ITEA, TAF9gd, T4,
FAT IT Outsourcing ¥ fAATaH@Er oI
HIATIAIES, |

o WA ¥ URERTar fagiTer ga fass
o M T TR (HIe0E R g8
AT | 9T 9 TR (w07, BTl
AT T HEWT IR THIES |

o M TATUR (WSH, IA, HAN T Fratgersg
qAtHEAT fedl | A9 el (SAtagd),
TEF /I FAtdrael T fefsad qaramHr
AT TETIIE, |

fafs=T TeTehl IRTEXUIENE AATAR] ATTIF [aehTee

AIRT IATTE TSI HIHE® TAT v

Q  SAfaEd  AIEE FAART TAT qAATCHE
ATHH! & BT | TqATs TR, TEIATRT T
FAaw fara 9 G I eI |
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) HAT AT, i gfatd, feEs,

g T faRE dEeEEE e aers s |

HUERU ¥ JrafasHhd &Y IeEAdrs
JURTHT AU |

3)  UEA ¥ HERAH ITANTHT A=A HIATA
K-pop ¥ WSITAMel  Anime frata eersr
TAAA I qhed, INT, Agas T AEhidH
THEIETATS [FeaeaTdl o7 aarsd ks, |

¥) fagRA FDI are SaiiiTe faer T
TJETEXVETE IS fade JUTerel I TRl
AT i, FAT GEemated FDI wra faaefr
JEIEE®  JaR THIeE |

W) I YT OIT AT AWl AT I
ATAT-ARTAT AT (SMEs) ¥ Information
Technology (Software
GrcdTEd I, |

%) OTEl FUTEweRl WAk faeraHr IASTHIaE
feqzar U sf@wg | SOTeAT AT
farepraept aifiT fegr snfier ifq ¥ €rereprete
JICTHTOT ATATF I3, | AT AT, B,
I T T &HT AT AR T Tl
T AT Afehes; |

S TITHT TEHT TAATCHE ATHHT SFe% e

outsourcing) ~ HT

SRTERUHT AN Tl SAATTh [aea AT
FATST Fel Jded JardR, AIGITd T Huaeedr
AR JUEACHE &I IS Tars
qibrg | [aEar W0Hde® aarsar T fawrd
AASAE® FoATad &l Tel qAATCHE AT
SAEEATs FEWIdT T Higd gIIes STdae
ATATSIAT GATa &kl aATigeaTesd Jifqe qraar

T ASRHAF FAFHEEAT Jae ®IAT HAl(SA
TEA |

EqTEed qHd SAtawd, T9ed, & T IT ST
JAATCHE AT ATEEHT AT AAAATS iz
T F9T farepTerAT FEINTAT STATSIE | AT TS
forerr, qata ¥ fHatamEr Aifqars grafae,
QUTEA, TLEARS q=g T AfdF  qraffdrrs
grafear feuaT quTaeRr Addedqg dig ATdw
faeprael TTHT e oer3 Hichrs Wl [d9ard
TH G | B AR deedrs I
TAATCHSE ATTH G768 SAAqEd, HW, Tded T IT
T WA AN G&ATE I Fa B0 ¥ AT IR
T ATRT aTer GAT T &l A Tl T faaedr

ANTHIRAIESd] ATHYE Trded FITd av Fo

LT FATHT T&T ThHR G AATCHSb STTEEHT FEoTdl

BT % T B |

ot &
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ST suafger afgdr ged a@rfex Sffe & a7
TS T | BT g o, T STl &, gebebl MBI &l
TR o T 7 AT 9T AT ThTIITHT SebEAT HRT AT |
HAARET, FHE 84l ST Tl afTdadl {1 STeHIar |
TR T B A9 FIGHTSIH @ | TGl T ST AT
SHER ATIH 9fT FiAal AMie AU JaTE | O Fre?
fEgT Aftreddl el T BIULT T 9T F WeATg 4TeT
B | T ARt W, (8T 99 e qrafee 91 |
feqept WU 9f I qarr IRfeus 9= 9rg |
Aqifg A T | FeATqR FITITIA T el groredl o
T Y ATl THIAATE FHIA] TATST [T8TehT
BRET G T b AL TATHIEIAR ARTHT 0 |

IRATHT | qATHICH AAUR T TeaTs BT Sehebl
@l FETY T 9TeT U | FSHTSl qextay &rH
TR AT US| TedTie<eh! @A HTH THI
a1 T ®ep ATNREH! 2T HalTs | afeaeT, &8
T 9T, Far faq 9l T faT 9eid Wi e
HATS | Ge¥ehl qAATHT TTSH THLATHT F FYFIH
qTT | ATg WRT AT ATh AT TTehes, JaTHAS
FTEATH] THIAT AZIRET fefsfed F=aHT &
fAedre UaH FAEAH! HEA FoIAT g ST
FIEEA &l FRF A [ Uedeedl qq9d
MvTEeR T Jer | Aehewdl MEHT Rhe® i
AR TR FATAT FRTAT I FHARIEER] R TR
TE | THTH Y a¥ OF AA9d AT TS |

FEl A & O AR FASSA d
\? F‘ T =] [ a_{ g.l;\\ Q rc\r
gifeus @i gy wma i Herfafedds |

JUYEER
U s fafee

BTN AT AT B, G WA ETHAT UhEH g |
IS U BT FeTiTHEEd A gs, (1 HH aled,
O T | T G AT GHETATS 5 a) <
FRTST I feopdler 313, aieaer, qwg ¥ IHEET
FRF Wk FAl, AAT T FHDT AN FASA <

~

RIS AT I X Heh |

TS Tehebl He<d & ¥a, e AT FETehT ITTETewala
q=3T T ST TTHT @RS 6T & 3 |
YT AepAiceRT N, deTeHwre A fMeuiTEd
T g (o AU pYicTepl ATEAT T fq9ard Bl
qIA T A B A BT | Aid F g fET TR,
& TATA SFH AT T TAR g7, T gl &3
TIR grg A% b GISY S FIT Figed e |
SRS FHUSTAT e ATa Ml HhgT qTeg a¥
TRIET |=ee, Tl 9 TeA | Hiq 9reT T 9
IER Jelewedl | ETHT [I9 AR TIH AT
TEFe® § AU Sbdl qleal afqdr AEaR g
q=3T @1 HYE ATl | AT THRFT ETHT YTEFEE
SIRTTERTET o 29T ufeel saer afq &1 &l arg |
T A AT qRAT AR UEh AN
Sepeb! Ufgedl bAeq &1 W&l ag AATg 9 S
W gl A9 [qgvawg | HEl H&dl qeh
TS TR HH FHeqAT T T3 | T 6 TehoraT
AT HRT THHT AT STSHT TqFE ST | BT
U3l ARTHN 9Tl 1947 | 9fg; arer 93T 6 Sete
FD @TdT ¥ | AT Afbd q9% Fefer faumrar
FYFT 3G A EAREARAT SF ATSAITH W& |
JeTehl 30 AT THH AhHT STFAT Far, wiv o9 19
AR R0 AT IRTHT IER ATITHTHRT (AT, e
af T FACET | ATHFT BEST L F2T @A
fea=r MR qRITT IS f2T | HATS BRI
frered qu famre @t faar | Sifq wmer e
i T faeame FaTel SeFeiT | BTHT FAT SieheRt
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Tehe® T grgd, AT AT II&T | TET F

A7 9 JhE FHATIR AT Tl AT v

TqTS STbebl SNT &1 | STaaFT UTEhe® el T
u q ~ N
TErg A9 BTHT Tewel a1d STaed q9Td dh

Ereg dIYHH 91 ié%?%@ﬂm TEAT YTEhesd |

TF fad T ST 5% U ATl ATSAAAT AHHAT |
JHTA o3 X Gl TheH el Aqer T aurer
IfEE=AT | FH 99 FH Rl @, A S
e | SeTel a¥ a9 qfeel ol fefual ¥ & F90
A AT =[RT 9T SR BIaT THTH TR 7 |
T HEHAT T SAEATTH] ¥ T | WA BIed
R TR i dqrar At afe afsrer qfq 9 |
Af Bt ot AT ATHT T0F TETHTRT Feal T
AR WD T Tl AATh Y H G T2 | 79T
STFHT AT, GFF &7, [T FLTaTE ol B3~
Y JE(el Weal | Felb T2 | 7 =Ahl ST T FeATed
AT T X 9w 2ATSTHAT | qTEhewdre Tl
TS ETHIAE Sele®edl AU Shyiael  HUTE
fergama |

T fq9 ATeH FHT T SSUddT GHAAT ETHIA
YT FaT fad T 917 FHATHT Teh L& STl
g7 | ATAT AEEATHT o T Fichv, AT Al ATerl
gfequdr a7 faewre afq =mevdwn fedr s
AT U YaATHT AYET T Felemehl ATTBRH FT
qfT &1 | BTl &Yk FHERI J&T EHITHT T
fa F&AT afq eTHl qardrs Ikt aaTsd FEdanT
TEG, | TF T T I FHANA ATRATS ATHT
FIHE], AT SThPT AT AT HoedPl I
AHIIR FISATS AIaT AT AATATHT TR
SHHI T RHAMB] AAX ATBEed A Bl Hid
Ae@rgied, UIAl AT EreRedr T feuew
URTEH UEFATs 2R AT aGeAA=] AT 8%
ikfew, TEar 9T WETET GEAR e UehlfaR
TMEhel Tesl ATATARITRN TG TH Il A
FATAAAT FHARBEHT HHE] TR FH AT,
FHATT ATATEEHAT TleTa AT o1 g7 I gal
T Al TEhel I Td FHARATS [a9aTd
T T ATATAR T3, | T T ETHT Tl FHEATT
F Teeheb! [GEATEa! TaH ARIaT a7 TFIS, |

TEedhl B, Il aFg, |

AT ST qeIET 3 AT oM@l & QTErH
Mg FaT YT TS ATeeeh! 9 TETHT T+ q47
HTATIT S FREAT TATATITHT TdT F&TH TaT ATeeheb!
frewTe wrcatge® g, Hiqag JTHIT 9T ¥ fadra
IeRATHT FH AT AUHT 9T T FHTF, TS
AEIRF ¥ ARINE A oA AT TTeheTs
TAAT el dRF FaT fad ardraer Jeer T
THF T TR T TG | ATTH TEFars T
FATUY FRIS T STETHT AT JTAre A= |

Higepter hevlT fedrateries 99 @l atd qade
qfq 9TgAT | AT qur @y fEar T8 SEEr w
ST T ATSH, ATHT fOT UaH AT AHA
HTRTAT T 91 F@T | AT (a9 9l &7 Ieiemdhl
AT | ATAfE® BT AT TEHT AT A
fafaeT ey e e @y fafas gomeie
FAEHEAT  qMAH [qq, TS FABHEEHA
AN SAred, v aHgeEa giatafac
T AT FHATHIE [FUAT =T A ST [atae
FIAEEAT AL T 7 IHEEH [@T=al wWhl 3
I % HET &1 MSEREN THT §75 AT ATh e
T I fadraferesmedr AT a1 AH Il
faeel FaTHART T g ¥ ASEITHE (Edrae
T ANTEEEH AEed &1 al | TMSUTHT T3AT
I Sereel A e TEE SRISRIET =
- AT o Sfaw | &% aTer &,
FEANTHT AT AR FAT BTcAes ATgH 78,
EHHTAHT FATATHIEE Tl S Aeqd AT
Afgel TSERE! AT TN I TR B | AId
9 FHSTAENT THT 9qUR 8 | AT qraar
ATEfeT "Ry, YA, ATESIE AR 9 I,
Tl TMREH 7 AR GTS AShl AAT 3, STl
T i T AU TAATAT F A A, |
Tae® Madre o4l ddEe gex, gevare faqer
ST % Tdal algd, d@al ®YHT afavg | THHRI
qi ASATE ATSTIA ATHTIETATS AThg FRIATT T
THLT AU &1 | I T TFG, TAH IFAG,
digital 9 B TEA &l Al FRERAT A&
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TUHT a@ve, | A T ATgeTehl THAHT TS ELHT
g @AT gETSd Wa Tl A9U 9f WU

7, orurel do ferfdies, aftidica [dAurg, 20t

g AT T FH AT Wbl AT IHT [z
[Tl TETATS | GrgehTaTHval T8 TATHhICHT JaTe

GIAEEATE FANTST T § TRl A0 <
ATTRT T | AT el 2T ATRERT HT STl AR Hees
q¥ ATETTHT ATSTHT MSERRT ATal AT T v |
TETHT e fae TTeae s amgfamu=ar 7es, #9 9y
MR STFIT TR G ATATATS AT ThSTAT qTehT
HATA FATHT JHIH! ATk ATITHAT | T T, JETT
IR sEwar At faRmer 9% eewh  Sa=ATH
qT @rarer gar fRe ufw &fq Tmer, S
Tf@ueT AT YT i Tk GRTRHT TIST ol
A AT HATZ, Jerells @ | aTHT qHISE
Jeter T4 feprent #er afepe fraw fafereer fauq,
WIS Teldl AR TSI faar 1 fam o emee
THFEUA AT ATST 9 WU | aTEY F€Y
FRT T Gl SEY Tl IR T BT T | BTl
afgel oTed F AT W T Hdl Wi ¢ [ griehd
d, JElhl HEWHT Ueh Tl ATl ISATATT
T | AT FETATS GEET Hol qiehiarg 9= a9
AT | STl AUTel SIeBAT @TAT HEL @iterdr At
feFet FaTer S GreA AlpUH, T TG TTIETH
qeg ATAT | H FHATT 9Teq JIFAT TqT HTSHT
AASH I AT & T, FeT AT I Biaaa
FT IEATE IEAE el | aeil J=E G
qutq Fafas TR a@eEr 9 8% FRT gATSH
FTEERAT | ATETHT AT faus dafq wars Tger
faTed @Tow gl | ATETHT HUHT AT e
qEaT FAhFT (97, 9T TSEHT HA TR, A
TR Y qEdl AiErd arg fEeAer | e e
qATE, WIVRT AT TTSERPT Felhl ATl @Al
ST fdT A9Ter & | @, T XA, T AT Aee
SATHT T TTAAT |

TRATIRS HEGal T AT AT Flae® JehTsH
TR Akl 9163 AYHI WU Te(ehl aAThld
fear o\ dred a9ar ot Ufaertas
FraTerdT 9 & | TITTeTE ATEHTHART T He(sh TS+
IS JEAARTIN (e JGHT TART TH! Agea ol
tfqetias et Aifdvg, qaTblc | HTEHTSIETE
Afet T ¥ Uk AT Ufderiaer faerar @t
79 e I AR, qAad qarhid WK,
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feam |

e T R000 F FFATAH] WUH FaIA T
fefed wewde®s! Igg ¥ faega fimr
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®T YEE TR AGd Afddcadrg AT
T T3] I HATGT WICHHERHT SIS
fer | fT gda= wiewHER 9d A
T HHHEEAE grataear fat w9
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science) ST IAE AYTAA TAThHHeE
AShewdle ATl 9o faa a1 e afeafe
faeTe FHETIE® A T FETH aATE AldE
AN T |

SEE  Aqad a9 W e
(Millenials) ¥ S SIS (Zen Z) E%HT ATTH
qIERIAF TRATTATS I Frrareard e, STael
RERETT JHAAT g1 Q-4 BAART 39T ¥
AfaaraTars gratgedr famgm | dH J0%%
PN Tk FALTA %% THARD FaATEe

¥ fahesd AT WahHE®HT ATHT FaeT
FHEItgd BT TATSH ATergd AR <@l |
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AT T8 ATTAATS B8 FTATIHT FATA
Tq 030 T c4% TA ASNEE T
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T R03Y, B TAZHFATAR FRI & % T&T
Fe TGl fadhad JANTHAT WH TA
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B | IR TATTHT el AAASEATH ¥5.9%
EREEC I e e | DI I Gl Lo
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Tiiqaes ATFT faT T Rreoar aratfia w9
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FA, AER, AR, TAFEE IqI  ATHT
FATHT faerest T

AT 9iaaT T UIiaTives URERTR] Hexd
foram |

Y FHAGH [qIdfedsl ddr ared ¥
e ATIR T4 |

®) dARTE wi Q-9 rarsd)
e  HREMT JUTCATehl I&T TUH! 9T |
o fqa fau T Ffaer wewa Tag AT |

o =y faurea ¥ faRrfrerorr S feguenr
T |

e  ITH ITed ¥ IdTedhcadT W fauer faam |

M RO AT : FARE T

o AT HFEIAEES Yo (4T |

o - TFERNIC SINR @ HER( AT TR
fera |

o  Iid fasraesr fegzar ¥ gz foan |

o  IHEH IcAEA T JUANTH Hewd (4T |

o  UHEYAl T ATRIATH SIS [dgUH 9T |

Passion Economy &1 3§ 3 faemer axuee

9 90 W WF : feftedt it Frara
T

%) FEACH IAFHA T IR HH @A TR

e 4229 H{T dce dATZE a9 (WWW) HTESIH
9T |
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® cBay (9%%%) T Amazon (9R%%), Alibaba
TEAT AAATET WIahHER STAATGH [ershlehl
2T GItATear |

®  FUTAHT 99 Daraz, Khalti, Fonepay, Paypal
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¥) 000 F IF : QA MleAT TTH FFATT
g1 TH T THE Platform TEH STUH

e fFATER T TR
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TeqE |

®  00Y% : Facebook - ATHISE =T i~ |
e  200Y : YouTube - fafedr amly yamor |
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® 2008 : Tumblr - FESHATH® FHTATS
TTITARAT |

® 00t : Airbnb - ATHENT AITATE d@T4T |

M) 090 H IMF : Gig Economy T Creator
Economy T 74T WeHHE®H 93U

® 3090 : Instagram - FIS[AA Frawe

. Pinterest - YU ¥ @Y
: Snapchat - THHATA Hrdvd

° R0q0

o ROYq

° 2093 : Patreon - dsieh THIT H=T

®  R09% TikTok - Bl fAfSaTRT T&ifd

®  Etsy, Fiverr, Upwork - €= #9 IEESSIES

e FfqAArs (e ferrae Jeqa TRUH g 0
o ST SR FHERRO

Ol SYAREAr @ B

AT SRR ICATE ATTAHT HeT AT TeTeeweh
S 5

WWT (Creativity) : T&T ATHTHI EERIRICH
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AT Wﬂ_ﬂﬂ'{ Vlogs, reels, Tiktok ST
AT AT T |
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AT HH TH, G99 HHIR a1 ATehars qar
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T OFIRITA AT Teal el JaTddT IcdTe
FITAHT ATNT AR ATATARIT [ESTAT T G |
TATAH] AITA HQ ®TAT H T (YT A9
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AT IcATEATS AAITIAAT Fqed IR TR G |
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THREE [AYTATH] TICHeedls ATHMT TH |
FH 0% AT 9,9¥9 YK Tdhaedl JuTed FHIT X
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T fafqsr sramafas #Ha T Afdeesd 79 &g
Hiferer AT (AT TesdT @ 9L gatad
FIAAEE & AT G [P Ieold qA TRTH G -
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IR FHY (GREHET AT GO ARIERATAT
EAWAT TE I ggaT AHIeEds  qadTH
qRUT T Hiche, |

STecHT

GEICEIE LTI Gt e I MR |k e S
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ATl QAT ITATEATRT AT Tars FoAr T
grafael I A=y d% AT A ATEF FoaT T
forcira F=qermiepl I &1 febdAleh o8 THAAT ATFTA
T GEH FAT HUA A SA(qEE AR AT
AT e THIGAE AT G | TSI AT
g¥h ATR®l Sad ATfd® Aa=arad ¥ o
JA ®IH] ANSUH &5 | =g Al Afth Ia&
FIAT AT ATSA] T 219 a1 AT &, aTe
T 2 a1 Afasret AT a=rd T 27 fhd 72 |
T UTIE®s a1 ®IAT [T JhT ArEaedesd A
gt T fa<irr @rerar & ) faxie anerare
IHSS, | AITAHT ThTdh [aia FTERAThl X
fb =9 ©, J9e Tl AfaerieT Afhe® AT
HHIAh AT ATERAT TGS RBNT ATSTAT, Al
T FTIHH G GY TATERERT g AAIBTEh AaR]
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ST & R ARTRGE® 91 qar S| Agal
TET AT s T 9 AaearH T S |
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=T HiEAHT quTe AT Febel favd faxfra qedme
(Global Money Week) ATHRd fafq= Arresr amg
fairr areRar #TAwRAgE ATASHAT T T RIS
TEE | A 03 AT fava faxfror OedreeR AR

“Think before you follow, wise money tomorrow”
A el [T | T FTAR TS THg TITAHT AR
fodia AT F=id T WETH ARG A qTgIaehl
T A Shere AT AERAT ®av@n, R0%%
(Financial Literacy Framework, 2022) dHd S<I
T foreiTor ATERATRT FTARHEE oA §a ATTHT
Bl | Sh EWEHl Ifedtad Ald FHEH AT
ToATAT TR AT TobhT [aeiTar ATeRaTae=ar
i, eAfeTetor, gfereror, SRARTRAT, WSS ATRS
SEAT FIAHAB] ARGEARET AT fa<ira qrewar
AIeH qRETehT 2059 RN TR AT FAFHAEEATS
THETAT fa7 TATE I TUH e |

T AT TS T SehgIRT T R0 AT TITHT
TF FAFUATAR FATH] G [T Arerard!
Aftgd a7 w9R gfqea wHl dfEw A e
e AT fawrdedr AT FEWeT (OECD)
FT ATAATT bel FH BT | (e T ARAAT
fadirar ATeRar #TIHA AN AUILETG. G99 094
A7 3w gfqera @l fadi drerar % dq R0%Y%
AT ATSIRET £ qfqerd Tl favs | a9e JuTd
T ARTH! faiTT Frarar TR R AT TEeRl

fa<irg s
w8 3%
| HIEZAr &< )
o very y
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HTTHT THHE(E THEd Sb o [adr geardrs
feems faqug | S% a1 fadig @ET areed

7, orurel do ferfdies, aftidica [dAurg, 20t

AT STHHAHATATS § Rl faqa= Jraam @l g |
HUT AGATD] HRATET MM TSI HHAT FAATI
fafrar uesTar ®Ew wTH, =tgw gERETEr
URERTAT FEE TH ¥ fudr faerEmEr g
BAGIHATE AHT S T HUT g T&ThT fecepr et
=g |
q.% Sfpe FIR T9T 9T A, R0%¥
79 U fAfoRa &9 AqeE yoae ®IHT F
AT TR G | AAIERT STAT FoAl [ AT
fa 8 (THT ), FSAHl AN TH AgA (TR
) ¥ TRefehg TR AT S a1 fa-ia Feren
o= gt faems fomr et a1 o= FY FRER
Tl e AT AfTafadT T TR (TR /(3) @1
THEI (FSAT) Bl (U HIAH T G Tel
T AT LT TIHAT fd7 Alehes; |
9.5 | A (@feam) T, 00¥
Tkl 9R=E 3, T (RU) 9 HT wIAaHISH
Fmfa Afugee T, 9T T a1 A gwid
IR A& F TR ATTBRHT fqeiar T I |
TR T B ATSIH LT GFATAHT EFAT AT
LT AN &9 G | 99 FAAGHITTH  ATee
FART T (e o1 S TR S e st
WWH G | TAA FAT AGATHT ATHAT FIATH (S5
IS AT @, |
R Afwr s
QAU AT TP, THEA I 059 W
Sfeafea s

R9.R FAT AGAAEIRAT FRATE] TFIRIH] FHIAT
FSAT ATET AT AAR] AT TLMHAAE  HRATE
IR WO TIT THET HATeATs qTbdl, iR
T, TTHTE AT HRTHN AT TF ST TREAHTLAT
i FFITAT AT AT AT ATTHT FAT AR
ANT IHER AESiae gEar geerd W
AT T THAHT FATATS FAT a9 ATIA ATEATH
IS, | TG TS GAAT FHIeTH TN F=ATeAT
ATATAR TF a9 =T dGl Aafddl AN JaTe
AUHT HoAl AFATHT ATNT AT AT TR
T Tl [T FRate! g% THAM Hefiel T
TR FRIAT & AfedT AT g AHEIT aTAT
TR AR IS, |




Y

auret 3o ferfdies, aftidica [AAurg, 20T sy T [ <9

HUTATE AT THH AGA U &1 AATIH ATA TR
T ST THH G0 SIH] FTHA FIX THIA G T
e THH ATATAT ATaeTSH feare fHa T s |
FeFEaTam= AT =[<hT T TR JATE TUHT FHollehl ZehHT
FTFITAT FeFaTeRT ATITRAT Ferq=aT qRTAT (bl et
U TR AT AT 9 Y | T QAT
¥ qAditAdreRe TRUH ¥ fadar fashr W
THIA THRATHT TEHhT @I Follaedl  ArawAl
U AT AN I AfaTd g S |

9. IFAGANAT FRAW T TORAT

F9T AT &YAT AT TITT TSIl Foll THH TRl
& FolaATATATS FTATTHT FEIe] ATEIT T
FAFAM T qRIE T 05 | T9 Haed
IAR Aqgeh TRATITER! Hel, ATIE qIT e
A [z At HleEars ST Tl Tqre
T FehATe FIATAATT YT FEaferd G il
oAl Ferells [AHRIE T arar @O A/

FEAT AT TATSH  Ie¥Id ¥ SFA=ATIA
FEHT TITYATRT AT qTgtebar {65 smaedes U
7 AT AEITET AT T 9T ARHR qHE I
TMRA AAT AT T Tl |

9.9 Rfps Tmfa @R, AT FEEr T
oo forty T
TATSIATS T FEATd h ol Agell  AHTHT
ATHT @l fgdr d=ferds W Al Fral
T A I8 e | faar faerdr el faary
fershl A9THT TRl FHER T THS | GHR &I
fadrerr g=fad aeir #e ar fadr g T At
feae AT TR0l ST THEEA SH FH &S arel
HIAT HeATSH T 48, | fIarept a5 7o FHeieh]
AT YHATET FH TUHT FH TUST THY Al
AT FEHT ATRT /AT [edred T @9 ae] T |
TEH Y &aAT fedre fRAE A9UEE o T

YT | FAGAET FAEL T gEEfd Separa
faTfed g woafg &1 ATHEATS Bl g
Fradl  ATAATHAT (@77 @ledl  [dueel  dfe=m
Gorl  ATIFINE HRSA) AfhT T qr= feqiaT
WWTWWW
T FRART Jadd Aaad qdr YA
FEALTIHINT g7 |

3. Wifew Aifaer saen

FAT AFATHT T Tiiaeh AMqed el TTHT
T3 fafq= Aifes ITEoTRr ATAHATE guTtad
T Ffad T8

AT F.3053/53 & Hifged Aifdqer fammm wtrer

FAEIOT  qIT AT TG HAIT T
AAITHATTAN  TARTAATRT XA, Sehewehl

THEIehl UERHAT IR T FH OredReh]
HATET  (Asset Quality Review) e, TReAferg
THEId PR TH g5 dUGEH I<h  gRIraerdd
TUEAT TH AR, FSA (AR TET qAT A Al
AATAAHT H1A TET IMGUHT qATTga Arararaare
g EaaT AEaedd T R, J9TF
TEH ST faErE qgr qaq A gt
TH /AT JATed Folihl AT TA&=T T
TAANADBIHITT BT ATNT ATAAF FESIHI0 T
¥ Sfep q4n fair Geare! Afsha &t qar Refee
TH FITITH] AT (&7 AT H IEhled Al

TFHHEAH] AT THHATS AR /AT fearea
HTRETAT AT UTET S ¥ AT THHaATS IA(hg
FrIFAaTIae! ATl SAEEITHT I I |

TReiferg TFIfaeT ®THT FHR TLHT FIaT GRETITHT
TFR Tk AfaarE o0 graerd e srawen
FAF T TS | TXAT FEIaars Faraed fager
forshl T 9 | TOSAYd 9T GRATRT AT
JATAAATS  ATa9TH  UAT Grhl JUANTHRT AT
THA SAHHRI RISAIT FIAT WLl g | faar
eI /TR Afehg TR forard GFmerdAT gereray
T TRATT RGeSl T WA HFRAT TR SAep qdT
fairr Searerr feq @=eqw g7 T ol T s |
T8 TRefrg Trata ger W fder fdqemm gq
feeq o, wiifarer =|T AL e qrEe S

b qar faxir gl iRAfhg IRdtasr &9
Tl TREfrT gt d@rEd T Jed a1 far
&Il THTAT TEHT TRIAT TehH (FTAT T TR
STE) Hed S del g3 Al THHAT TeaA T ATl
Frar (Negotiation) ZIRT FFaIfeercl IETT giars
fRar 9 Al MHee™TeHE 2T WwWal 3 |

IrAgEdT T 039 F1 W1 93 () @ g6 aT
forirar Seam a7 FEahrl FuHEAT Fol GRevarad
YFR T e eep ar faxirg = a1 Geehrer
TEGRAT AThel TR TaT gaavalTwaT Jel g TUam
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&3 | el

AT ST TP Tl (el i auia a=faad
TRFFTT T A AAITAT S=ia@d AT A
ST St b AT I RBRebl TR
faa efifad Saawdr Wl g | (79T qeTdd 9T
R @Ug ¥ AqRThT 9%, R059/03/9%, 8 7.¥)
¥, AW Fq

dfepg & T FAdaeAR Fagaeiia & &
WWHl gAT fafve el goae g ¥
[oHTHT T AUR B | WRINTT U
FTIE T, ATIITF AT ¥ FEHTHS g
T AT ATTIARATTIR fai TAT TR T
JRE T T JOATH] TeH GEIEw J9Td A
AR, Foll FAAT Hes T g&ATad FFId
XTI FFAT o AT Fo aqeirr qeevaan

YTHANTT a0 g1 |

forsaret ¥ T

FAT FRTHT, BTl AT SHATAT T Foll AGATHT
IERATNTG TRUEEHT gEEd I CRAeEdrs
FIAAI ATCIEEAT THETAT HIH TWH G, |
FAT AAT ¥ ol faemae T et fqarsr 9@
FRATEN [FART TH TR AT AGAT AR
T R AFA [ARTEEA  ATANTHIh] LT
geaTey faaresr o =anfas fHequrars sire fauesr
AT Alehreg, | Heald cehebl [AR9THICHE SHaedT T
Hifger AfeTert qraaTee Hitha ol e
TUNTCHeE FTd TR TTEwg | eh e fair deame
FAT AGATAFIET ATATH FTATATTHT HACATEEHT
AR ®IHT THETdl el a=g | JImd, Hel
HHATHT FFATeIT BIAAT qAT AN AATATEHT
faamdt 7 Rdfpes gmfa sE=aTaRr ERATATE
A WA T [aead= T SATSH ATATF Wbl B |
HUEEHTE FATH ATAT TIT AT THIAT F TThTHT
T ArareRer fastr T F AR #e awer ?
AEITH IqH I &l | Afewa Frere aeq
Afed ¥ ATfsga AT T 79T IR, AT o
feprar, S T faxirg &wam T st Taoer qiae
e e | S qAT [axiTT FeATEEe ol Hiiders
THEAAERA IATST T SEH  aeddd A&
AT T gaTaerT &A1 9Tl T, | Fel
TFETAT EAVRI AT SHARATATS Biaedl T3
AEALAF B | Foll ATIATNATR] (AR AT,

AT ¥ Yiqaad dgidel TaedTdrs HeTae

7, orurel do ferfdies, aftidica [dAurg, 20t

AT qAATHT SIS faTAT™ | Follebl  IRHETIAT
g1 UITCHEATAT & fdg #oi faeamar 3=
AR ALATAE FaTd T ATITAI (T TAHT
FHANEER] JTEAATs Feqad T fafea 1=
FHIATHT § AFAITF AT TATES, | HUEwed
AT FI ATERAT FEAHHA TAR TR FHAl A
amte T gife Ml sAfqard geairdrars &
AEATF G | Al oA d5 T IARI qTHEATS
gfafe®T ATl aREdIET IUAH g ATAvTE
TAIEE 9 THILE, | Jafed HEAT qraer
T AEEIRE  FANTERl  drRels  garg  fadl
TRUEEHET T FAEEAT AR AHATE 223
qrEefl gurTetier! e sire feques | & fAfena
TYeRT, TEIANT TLHT T HTAIATAT TR R
AT T w1l faatad 79 Ferd fasr = aHd
S qar faxirr |, F I F T WEREH
Hq¥rg [Aepragea =Ml AT T STFPrRl SATar-
T&TH T T TAAT FUTATR [TbT T TR
TARTHT SiT€ faq9es | ol Yemad, &l el 2
forar faemiT FFevamT g Far=a AR
=ntaes e 7 gfquried fagredesa e sire
fE I | AT, THIAH @ FoAl T8 TEEF]
T FFAE TReA(hg TFITae STad SHaedrdd gq
TalFEH! FaAT feafqHr sfger FFa~ FHid
TEITI  HFAT TITIAT T AT T
FATE FATIS THIEE |
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Shant Bahadur Shah, Non Performing Assets
Management in BFIs, fa<ira ﬁﬁ'&ﬁ, BRI
T FHATT TS, (06R) T3 73R |
FGAIFT [~ Frarg qqr ey, O
7.3%, o<y fevge, 99« Afted &H=mRT
IS (R0WR) |

HeF TAT A GEITaET=T 07, 2093, TUTT HAA
ATANT |

deb TAT AT GEITH FoAr FqeAr fAfaETae,
RO4R |

g5 qar fadia qeqrsr Fol FgAT U7, 045,
AT BT AT |

HIF T (Fledar) UF, 09%, T FEAA
ATANT |

AT ST Aok, Fifgep AT, A A.I05R/053 |

HYTT T FFeI “F, G T T FIE FATTTTT
JTST AEATEwATS AT TRUH THIBT [T,
R0T9q |

Tarer de faftwas, T @ et FEfat
05O |

AATTH FIETT, R0\9R, AT HIAT AN |

Wo &



JERATET  AAYUTATRT [Faeqrdl AeTHT  Aqreret
afq T cfeg qar fair deers SERiER

T | afFg AT AMWR FAT, JATEH ¥ qATER
g7 ufq a8 Q0¥c 3@ IErE AT | aw
TATSAT TASAANAAT (Ae=aR @bl gk $@ad
HEATIHT FT T fqUA Jeal 0¥5-4q T a9,
ARIEA WUH JARTHLIATS I1A (AT, FIAA T
Frafaty ¥ FMEeTRaTe ATtad T8 TAT, TROTHEET
T R0%3 TIHATq AIAATAT T TEAMG 09
qeTq AT AT AUER AT | TS
AITAAT T Thd [TAIT TSREPT TR TIeomH
2| FEer A ¥ fafasr sheiacear asiids
TAEwRl  Aglwqsh ATAAH ¥ HrIANqesd o
Feard A T8 |

TH  HEGTeATHl  gEATded  AEeIE ekl
SEREH FATRT Wewa W faar afes qar
qSiereR 7 faa asiRepl AN Ueh Hgcodqul (a0
[ | SOTe HET ARAE e (er fafaeaEr
TEHT TAH TUTART FAHT TAT SATANNE ATHER
TEEHT AT afi &k [T | aR g=@afd arer =
fopfsara faua | a9 uSfchapRal AT RIS GH
ASH T WA AT AU ARAET Il
gofray waw Sfepg qar faxira & qarerdr @i
Qe fa9s; T AT Al N T9e, | TITHT A7
T TS AATGIaeR! Il AF AR § 0%, HI XTel
i fHofr 8T AR Seheded ST T a3
YT GATTHT & | AT AT 5 AR qRATT
AT IR T I AIAed [ aersuR Al
aG Bl G |

TATAR] ATMEF A ARATTT TAT AMSTH T
T AUTARl HET ARG HgrEr feRr fafawg =
JUITATHT (peg) & | AT &I HATA AT feIeent

AT farsTer Sifqes aArsa & | Tfeet § areaeT
FIL THET TS AT T AT ALATS Brgar fed
q FRT AUA | BT ARAH GSil a9 T [ai
ISR (financial market) FANT LT ﬁTQ‘v-ﬁ | AT
frep faferepr erawer foaar | e ety aRdT
HITH Y00 T 000 FH Aldew glqar=ed 9T |
TET AR H faRTee RO 79 gTHT Aifafaamr
TEAT Teehl AFHUIAT AT {937 |

qI U9 IEP- ARAA  Afed AT FHIH AT
qYATTT ®IAT fob =TT 7

T3aT PR FHRH TR T ARATT Ffuaier A=
TfRedT g5 T ART-AHHETTR! ATdH TFaeed
T T TEH G | AR AR AT TR
o faa wRaers Gfd e B 1 e, faead
Afeet Fae ASTANAE AR AT A9 AT(dF
A=A 9 FF AU G T A TaH AfdE
favges TuHfa® drew i a1 § 9T |

R0 F[ TIMFUMG, HF g TTHT AT FIHT (S
g ®IHT afeRedl G | IR Aleed faeat =t
Al AATA AGbD B T R09- 35 HRAAT Tl
Tl AITH T8 G |

79 qFearAT favad afawedr qITRr ASHITHT
ARAT Hgl, ®41 |3l ¥ o HgEmdl 9
AT FET (acceptance) TSTIT ATTIHAT
TEHN G AT URAT HIE® A€ o (999 FofeH]
A1 HgTe® i I B A AR 9RO aEaT
g |

IATERVIHT AT a7 HGT ARTHAT (RMB) ¥+
qﬁ ®q] 9¥acd (convertible) BRIy qt T
AT HEEq Aleedl B T qAATE [aq
qiers, | faraar qeagdar wRdm gy afwe
FRIATHT FANT AT T Jieg, AR TR Tl |
TTE q& TH 3 |
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IS, TF TN Ig9T  ARATH HgTelTg qieacidn
(convertibility) fa¥ a?lﬂ, Ul w9 gRE
TAC 9 TAFH] A=RIET TR AGST
AT, AT, AR STEAT HABHT AT T AT
(transaction) TES FATSH (BT, ARAA AAIT
afe gfaeratcrs gfaaa aams" a9 9= IEws |
ARAS S ¥ HATHAT AT GRacdar q& T
B, A9 Alhdl HAFe®Al aiq [a&dRHl T8 T
FEATEAT T |

Aledd FHPNAT FATCRTEH AATAFRR a1 TG

ZTSTSHT HROT HETN I ST §aT A BTHIT ARATS

difepe YaaTare AT dag) |

AR TRl AT FEHATS AITAd QTR T
FEAAT I FIR T sfavg | e feafq &
T T TRAA T @ikl g a2 eTdIe 9%k TR
SpaTe HUT fereepr o7 Irard A srgedr ST |
FTedTe BT fdF 919 A= ETH HIAAT AT
T B, A% TGHT AT 8% AT amered B | Afgerasy

(tariff war) &=l THITETHT 33- 3% FRISH TARATE

FSll HET 99 STwg | Ao gie WA e

JITEATIT THeTE AR ISR FTEITTTR] TgATS

o

TeAh] NIl &aTs TIeT ATl T A Ilewed

g7 ®OAT IS TQIUR T AT THA
TESATH T | WRATA ghaepurane 2a1 39T
FIqAFl ATPR TG ¥ Al g3 QT I
Q ~ ~ c

qE® FHGT T ATAB  ATIRAT

FE A
fergr= /ATeadTaaR. TRl AT daaREE
A, 799 a1fer Ridd aTeg | FFe 9% 9T
AT qE T T F IRATT A af @rsfae
EIHT Bl FHH & TUH T, |

T AT A AR AR gemafaated g
T aTfex ST 27 | FFHRIT ARATT eehurare
gal 9ff SEl AT AR heTgHdl AT
faeaeardt  gfqeqarar  smwr AgTems  favaemd
T TATST ATAR] UILT FHaH & A 1@ |
U (ohHer STeIaal Afect HgT qg Heaeh! AaeTHl
AT TAHT ITETU G Tl &1 A 3w |
qa AYTAHR] qhaTe 831, Tq HE BIgal T 7
ARA AT A9 a9, ARART HGT S9TeH T Iacd qgT
fordt | s ST s -ufacdr (semi—convertibility)
AT I FATAH F G BT AT Gt | o9
®iY gl fafraaens  arda "k fatawe giaen
ot gred T R e arasig afq gl
ARATT WTE AETHET 91F Aeed @ e |
TFFRY T ARG AT Al TRl TR
3T oI A9 gARH AR IS a7 e
WW@W,WWWW(SW&p)
STEAT AT STl ETHT ATSeh] AThTAl darsd < qacd
ferael HgTepr |is=iq q21 a3+ W dn el & |
dfbg geRT &TAAT HifAd § | W&, FISHTSIHT
AT YISTFHT 397 @ &9aT dFg | a9 J9Telt
SFEEF! FHATT Ted ¥ ATMEeare fouR Ardar

TATAE AETAT fcrearvasbet AT HIA a7l TaH
ASTTEE FHYH 9IS | TRAM Fbgwd o7

feRTar el T AT 9 @Ied! S AT AdTedl
ShEehl &THATHT ATEhl GRATSHIEEd AT

~

Bl |

I AR AT T8 I a¥ Afeel TRAA
TEd TXHT G | AT TATAHT AT AT FaaR 2 |

C C

AT Iy @A 96, HAAT AqdTTemdbl
HATT X FATIH THIe qX AIAHT TEaTS
TETETET a9 2 |

ARTHT ATTdF IINTHI (liberalization) T FZaTd
9R%R far, garH=T TRiGE 7T T Tehred ATHAT
AHed f6gd Frdwrear faqefl @Rl (foreign
investment) ¥ SRR FEIWA IR AES
(foreign institutional investors — FII) CIESRC I
Tiewerr fordT | TS ARART ATTART IR TR
afeell AT EIUT 9¥ fasrese SATed T TH
G | AU A ATSTEE &Il haH AT
MGG q¥ ARAA ATHT BT IS TGESARH T
q 3w |

JqATe WA A (institutional borrowing)
fareirr |E=TET STEaT T9F! He<d A% TRl &7 |
TS o TRATAAT Teehl B, | Aol IETRIHIAT
&% == TR i Febrg <l TIRAT ( secondary market)
FATEATah IERIHTT ATTEFH AUHT S | AHaF
T, ATE. 4TS, (FII) TS J9Teh FATT [Gguert S |
Tafy ate favaeardy AT TF A8 918, 18 A@rd
9T ARAHT WA AHIhdES  (institutional
investors) @Tg ATA q@X fGgdql 9O Ui qTeTeh!
eobrg?l TSRAT Al T(qeiedar s+ daAr |
ARATT FEINTT Al TTeadl G TARHT
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%% | alie

AT T 90 T IAleed ATdaF Goil ATfei

o c a -~ -
ArS S TR d 91T I8l aTgd Fa Ja&] ag |

T dgaY [gST UHT AUTART Febredl TR
A &red, AW IHIfegd 7a7 IAEA ¥ YAR
JATEHT ATNT 919 FAT ATl Gorleg, | Jarerel ST
FAT AT AR TE® AR JFATE TR T &
T qRATT [T GRITTT AMHIbdiaee TqTeieh]
Ybegdl ISRHT Tl T FaaA | J&dl arel
GoAdg SRR AT qeafad qig gae T aeet
faeq Jeorer ®IAT g9 AU 9 Alhes | ATy
Jcareddl  fafadieeT  (product diversification)
TFAT g | aT&qaAl ARA AT Teeb TeRaeims]
(stock exchanges) TAT TR FTALATHT o ZTHT
TARATS Sed AT A@eTF B | Aqraed qi
AR SSTRHAT ATHT HFIATEED JAT FA=d
AT, ATl FFTeee ARATT FSRHT AT T2
ARATT o A SHATRT BT FSTIT T AT
faToT &g |

TET gredars faear 7e @i aAm wRA (US
versus India) HgT ¥ SATAR gHl YHST Sgd
afees, I afed faegaardt &qwr ==#r fAua
FART T | fG9Td SHles ¥ ACAT IS
(cryptocurrency) ATE FerdT Fd‘:f AU EEIE] EFI‘f-ﬁ
ATRTAT ATAHET SIAT AT Fared | At a7 o
fae =Tt fawar awert B | BREe ger dg
AT afezeshl @ T TFHT JAATHT AAREFT TR
FHAR TIREh! 1G5, | T JI7 IBSS- ARAA
TMARERT HIH T AHNHIT HQTArg  FaTw
e {62 wftr sraruewr ytRard=er ar & v 7
TFHT TATT AT FATAHIAT HIA G1@ws; 7 Afee
ATV ®TAT THH! TL FAT AT alebl G,
TR FHNH Alfdewdrs Harar e fF II®
AT AHETS Pl fefaea Areraewdrs TuHiaeE
fefsteer Twafaer waar Ar=ar fqusr § | a9are
AT FHE®dl Hed SAvH ATUETHT afeiadl & |

JEAEXUHT AT fqehZa  (Bitcoin) H HAATS
qAAT T Alheg | T 8T TR R lepl qaAdrHl
FHSR AR T g | TARTH (Ethereum) ST
I pE® I & iaAr wfar afevedr @ |
A geafdesd! el ISR Afeel AHHET Eeh!
B | I FHNE AFT qrasiiae HOT fqer
AT SR FHWR dTe AT oG fefee
Trfdesdrs Fdd aATgT @rofebl e fafae=
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TPl TI& TRUTHEEY  SoRbT AT 0
q3Te® FHAWNN &4 B T o @IH hared
TILHT FHAR T B, | AR G TFATS STTH
e fafysra dqear PR vREEEerg darfaear
feuer & | T FFITAT AR AMMET TER i ATHT
FITAATS I3 AATSAIA HIAATHT HARA ITTH
3E=g | TAX AMEY Te¥ U AT J_Tens oTh
feqoe qea afedd RAA & Tahl @, |
AR BTl TLehT IO TUTeAT ATNT (bl TeTaTE
af HEwaqU B | I8 P9 g7S9 (green bonds) ?
EATEAA (tokenization) T ATNT AUTAHT h&am
ATATERT FESTAT T, FAT aTar @ied, T FEl ATAR
U TS, T T IS, | Tl AP =i
dve a9R AT AHAHT FALT T ATFLAF  HIAAT
AR PN G AT TR eI TIEbepT ATTATHT
T TATAA G GBI g | BT AR
ISl FRHT AITAHT e T bAe® fahl T
qIAY FANTT T FlpAT T TAGHTRT TRAP
TARETE TRdfhe [axiT FTEs a1 Uh. AqTS. TS,
(FII) STeshepT 7 fa<ira de=mmane ¥ Radere afq
TATAT FFIATEE Goil AZHaAT T TS |
ARTAT T (Aol & 9 avg AT @A, qaran
F7€e® (infrastructure bonds) WRI TR fafae
RIS TS TarEREH S |

AT THE i TEAT TrSHIhd HH TTRTadl S |
TUTHT afT WA grear w=r WU qraiT Aa9drs
faolr 8T g3er afer aQrgudl S T TGS AT
HTALTF AIe® TRl S | T[S ATTLTF Alqee
T HMEAI JEIHe® qdR Al A AR
TH=g TR qrdas graes (Real world assets)
FT ATIRAT FFIABESD] HATSHA TR ahAes
TRHAT ATIA Flebreg, | A ABATSAATATR A
Tt AHAEedlg JRAT Y478 TH Aldrs, Agal
Trgewdls alhAHl ®IA] T&d TH A(Hhs | T9
IFERATHT ARAA T GURE®d  diadd (HaR
T 9T e ST dg |

B | FE ARTE AT A TR B | qh
qehTel ARAH! FSIAT 9Tl G497 T4 Faeg, [
A T Y9 Gl G | Aleed ARAT I TeBTCH]
JTaT @Terehl G a¥ ATTHT @led FEATIAT 873, |

Ardd. AT cbqHe® bl hHHT dSITHT S~ %;—"f
TH APRICHF AR 90 R T | 3

STSHT AT TRUT T | TG ATEAHT faszed
af Ter grRu RIS AIH B |

Trg ARATT Tehgeecd JUTeAl AFATAATS 0T f§UY
TRAGT Rar serew @rotel &1 | 79 fefaweasr
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AT THRICHE AedTe ad [aq da5 a¥ e
J s [ faraar oft gHSER a1 A
ATHT ETHT AITT T TSR TrI=aars el e
T ATl AT (HUewEars gHIad Teer fa |
THATS LT FArAH! TaT T IS |

gl Fhael & 21 | ¥ ARG SARH F=R
IS ASHAT T T AN AR STATSAIAT |
FET AT AT A ATALAF (a1 A I3
Tl IS FRT & [T | FHIwAT I AR AT ot
fe™ A =T | A7 @ HTH STHI (b T 7 afeel
ARAHTR T HRIAT T3l ATal Gradqehdl B, ATSTH
TYTRAT qUT FIAFTHEAT (absolute sovereignty) T
Eadl iy %ﬁ? | STfeeF ATAHITHFAT (economic
sovereignty) ¥ qrfafae ATasEeRar (technological
sovereignty) [T Toiifdqe arasiifasdar difss,
I TFATE TEATAEF IqE Fel A~ dfhad |

qfeet et T gifafaes AR dT HHTT T
AT T SIS ATTHITHeaT Jfedl g, |
IR ATerepl 79 fepfawert qeaer fAsft amars
Al WA TATSS, | A A GAHATAT qf
et Anrard fad gy | faira Fraer gited a9
il eere 3@l ediT Mg a¥ JTedr sl
gl favrasf OWe oTUHT AREE yHE qEen
AT 9T HIH A |

FHTAAT fEAT&AT T HTeAT foR1gmerE, 23 A
FATHT AT FERT=R, SAT ARATSTATEHT AT ATAITF
farirer T AdTetept Sfepg &7AT g T qRETaFIT
TARAT | 41 Ileafgd FHQEE AR TAT (A
TIFRA T AUTTH GREIT FAAGE o T, |

Tt AfAieeh AT AT AT Iqaed fa=ira
T TSl &Pl ATCHITO AT IS 5 AT
faerr I=1T 3 |

Oo &
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IR

ARGl [AebTaI~H@ AT qraviiqer HI (Public Debt) ATY% [ATH T doid Frqeiel HeT
AT &THT TINT §2 ATTH & | GRFRA AT<ARFE aT F317F GIaare faepra, qarer, qrHifas
GaT T ATHEIHE @HBT AT TSTIH HI 7 Graiides HI & | I ATl Fhg, T o 7
Graiie G [[AAHT TEdIT [T | AIaeiiie FOe Gl [4erd, aaid q1ar gid, At
Tl T ATEGT%F Fad GREATATH THRIHF JNETT [ATGTE | TAlagd, TSF, @, Brem 7
qAAITSTETT E7HT TTF THIT Foci@Hlq g | ATl HITATHT FeqIad EFAT TITHI §aT
FETETITAT T ARGT AT Flg TFT §7eF | AITTHT HUH Il [ZEHT =T GHT @ HZIaHA
ST [FIRTHT @I T91F T Fae S | AT HIH Tl 9T [Fdid SaeqraT T 7T
HTATHT @ HETadl G | GIaviiTe HUH TUICHE FARTHT FHI T GANTT @bl A, TRITSTAT
Ggeh &l | Il HUF! [0 TINTT AT [T T §ef 97 TP AT TIITT
HETERICT, [A=90T [T T S SfEqvar ecara™ a#g | a9, 77T qTd<iiqed HT ZTeqTTTHT
FaeEIfIed, REATAT 7 T dfard @ | WOArE IeqraeE SAHT T T3 GRAISTATE AfiE
TITHT GAARFA T T AT FIEHT TrIAT FIAH €T H1a9TF & | qle HIATE 590 &7
THE | T TTT GANT ATfdF g T HO-(TH7AT a@Ta @axT i v | 9, AT AT

\WW%?WWWewﬁ%WWWW@/

J

ufermr

qTAATE HO ARl GIBRA A=A a7 [qaeil
ATTATE FSTTHT FHIT &7 | ATAA(Teh HUTT AThTIATS
faepra FEHH, IS a1, qEER HHO ¥
ATHAE G I TH FedNT AT, | ATl
HOTH HE I9d AN HIW FAET 9 T ATEF
faera 81 | WERA agars Rien, @, 98,
Sl T AT ATHRTAA (G AT T R
TE | QrEAAE TRl Fel TETATITT G
AMF qlg ¥ AR AT IR T Hewaqor
AT W |

RS AT fhrael  oAMIEF  Aealbl  FHIAT
g8 T ISHIR FordT TH T adATIH S |

I TSI HITATS STERTAT (a9 T ATTdH

TE®T JIFRIUET AT &bl G | [Head
RTSSHITAC AT T T ATHREHN G AT T oA
AAYTF AU Farse (T fa<ir Afq ¥ =arsiex
=TTl Head T Sire fauasr &1 | 39 dcalas
WU HFIEHITA T ATMIF Afedzar Mrarsd aa
Fqra-radd fauesr S | AT Robert Barro T
ATAR AT FRPRB! H g TTAT ATTHH
FX TG AU @S T AAA (Sl @A) HHI
AT T, AR SATAT TN I | Tl AT Ao
HU[ T ATHRATT ATNGF FaERET=R] FFeeed T
AT T, |

TYERA IATETAT OIS, TRETAT T STerhTedr
ATSTAT AIATUR. TSI (eh I FGXITAT T TEU
g | AESe HI Fee HEl AT T
et fafa & s aaaeE w9 99, 9 Sirad
JaT f&iTaweTs AT aT T A=A T ASTE
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GraaTe | FFLATIT T FEAN T, | qraeiiieh
O AT UF 09 o Jrao(de HUATS
AqTecA(¥er T J0Th O qAT I WO FILITTH
T @ o SifTcaqqdarg qieamsa Tl o |

Fwfw wmoT (External Debt / Foreign Loan) ¥
AN T

2T T (External Debt T Foreign Loan) =Tl
F LA AT (b, TR, Fofd Tvqad ar
T ATATRATHT AT faaelt TR, A= d
Heta a1 31q deTEre [UuHl HoEE TS |
TATASTE (TG T9TEe AT Flaed AT
AT (et @S AT A9d UbT T&AT 29TehT
AT faeefl =0T Hewdqu A1 ol 575 | JaTdR
[T ®qAT WWH TSH, SO, [GHII,
e ¥ RIET ST SRl Aier gig wagT s
JeTe ¥ AT faT= AT J0Te™, a9 e
st HUTET AEH fHET W B |

ATRATE U T RBRA AT G T, Tl
" 9fq T A a9 e AT g
T ITTRT AR, b q9r faxira g, R
dfFg & a1 a7 ATk graare fad WO 9
i | FRAT fageft o Formar a9, ad
TAATS T [T FIoRepl qR=ATA g A, |
Fofe ©Ter qfd a9 TReRe ATl el @
I ATETATS ATARE HUEE F¥aa TS |
TSl ST SFATHT TP HITTA (Treasury Bills,
Development Bonds, Citizen Saving Bonds) I
TR 9T T g, | ATARE A AR qar
farepTa ATATSIAT (I I, oAl AR A9 dH o
FATSH HTI AT HIT fahl-@REe Goil aRedTs
TATTHIA FATSH, AT S Tgbeld GreATed
TRISA ¥ ARG R(ET BT q=d Al T

fauepr fadm | MUl IEA WARHT ATdF Alg,
AR qg ¥ ANRE a1 f[aEr a1 o |
BT TATAHT 31T AT AT ol g A8
T T | ASATAG AIF b ¥ 9T FATSH
JLITT AR HIHT AR AT Tl J |

TATAAT FHA Meed IJATEAR! ATITTAT FaHT
FH Y TAHAT 9O YT ATESAE WU AT
2039 /3R AT 94T 99 FaT=T del 31d 0%¥9/ ¥ 5
AT <% AT 5O Yiqerd AT RO 93T |
ATYIF FEHATIR 205 FARAFH AR [aq
BT AEASHE | ¥ T 35 I Y5 L BYAT
ferr | snfae AT R05q/5R W R @A N ¥ o
O R G &% AT ®YAT TR G | GRPRA
HTITHT 3 3059 /5% AT 35 @9 33 79 $& F8
e T AT @ € FIE WA ARG T R
9T @ QY A &% FRIE ATANTE HIT qR=TeA
T &g faUhr & | ATTHT AqTaAT afrTer o
YT WIPRA (a7 il ATARF HT 93 @o %
¥ Y IS T AT AT 1% @I 33 T 55 S
T el AR HT 30 G 90 A [ ATATT
TRUH |

T I R0%% HI A FHH faepigd Aegare /iy
3oufs FEfeaaqul uEre afsad g | aad
ATAFTIE HOAR S T TAe, | 9T AT
fegfer, T qRTAT &9 T HTRT THRE fEdrere
TSI TF T TS | fgeal dF auAT JaTeres!
yideAfeh AMGA o UF BER TH W 3 AT
ity TEadats fava dwer AIEUEHTaR AT
[TURT AT AR TSGR g@d Wbl 8l | [a9d
SeheTe TTUHRT HUTHT ATTEY 0,94, FTATT TEHTAT
AT IR AATT 9.4 FTqeTd qATHT G |

QTAToeh 0T YHIRIHE HHDT

T3 ATH GoIAT TR Hewa Ul AfHPT doaeg |

sl KUt Ulagioe faemsrn T adae
e

03T ITATETERT HAHF REAT T4 &HaT WIHETS
AT RO [ageAT | g9 990 H IAHGEA AN
WO QU7 AN Tagd T JANT TRAT | AT
qfedl & 005 JTAS ol [FHT0T T oTferuert
AT qrafd 095 /9% ATART FIoidHT Gfedl Jah
ATESTE HOTHT FART TR f27 | F91erer qfer

AT faea S, ufgarel faerg S, a=awitea
T I (ATSTATSE) AMIT FTEIET T =T, AT,
FRACTITHRT AT (gHe | fod et g |
fraTenmer foear Sebel gravaada S BT Rebregad
Trg THATHE (ATSARTST) ¥ Fraxdadd SHATH
THTEUEA (ATEETT) AR MO a8 T ATTHT
T SHHE Ik bl ATSARSTHATRT HLAH AT
TATE T T | TEHT 1Y AT T AT e T
FASIR AT AR HAHATS Ta[Aadq0 A JTeA

=T O A 4283 W WIS a9 T JAraqane

RS T |
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foroarstent

QeI HI qATER [qehT&AT FearT 17 |
AR ORASAES  aqrg  AEedd  Ard
U TRISE, | TS, AAGe, [THTTLI,
ToTeT T T SR ATATSTAT AT AT
TRTE qgd WUHS HOHTRA AT ATATSTAT
e EA | HOTAHT el araTeredr
STATIEd, HATRTSl ABHN, W@ HEIH
FeqRST&aT ATSTATAT HOTH Heeaqul AT
3 |

HES(b MU dole |Tal 9(qH F@dn
T2ATI, | TXFRT G IT: AT &l g
HUHTS doie BTl qfcd T 0T HEeaqu ATd=
&l | ATAReE HT (ARHET qUSaa, doiel fael)
a7 FefiTeh HUTHTR T FSH(AT THHA TATATY
e @3 | TFA TP oAl 3 Har
JATEdTS Haeg g 4 |

ATESTAE A AMdF qlg T AR ST
TH HEd eS| AESE HUAE IcIEH
EFHT AT el JATed, SRR T
AT AR &g | I8 SRRl (ST,
AT Fig T qET AGF  FGHT FRTEE
AT, | JITEXUHT AT ST TIATSTATAT
¥ JENT fa&aqrAT o goae 991 99 |

qraside A ATESlTh Tadehl T
T AT famg | AT HUHTR T ANTE
TAT FEINTT FeEEs! a=9d qghad T
gfers | ARG Faaqa, faerd o,
T eSSl AgAeRd (Miha dSiarsy
TATHE TAS ST | T (A aoR Aha
g9 ¥ ATH ANTRHATS GRIETT AR HTET
T geTd e |

ATASAE U ATTAHTATT AALATH] FHTLTA
TR | EF,  ATel-Tiedl,  HelHRISTEl
HATHHE  ATAAHTAT  ATTITHT Tcehbld Sl
IIq ATEYIF g | ArasiAe W =l
HALATHT JATAHN] I greg | IRT8TehT
AT 2063 ATAHT THFIILATA AT HIITRT
=T

AT [T T | GSIHT TR AAAH
ATASAE HITH AEH AAF 75 | Tasiih
HUTATE STETSUH! THH e, frer, AT,
AHISTH  FREAT, YTHIO fqeprad T 9N gal

7, orurel do ferfdies, aftidica [dAurg, 20t

AE fab@ gEEs (HDD) 1 qOR &5 |
T TIFTEATT SIHT JTII<h SHTh, TR
AT GTIT T GHg FHS [AATH] TARTEH
fa=g |

AEASE A ARG F¥ed I3E 573, |
IRTF O AUTASTEAT HeAFeATs Aeaeiiegs
T T T AEEEAT ATGF 9T FEANTE
e ASed adrsd #ad g | HIHE%T
gifatae  FedW, 9 T qfatg gedreaR
FATATERT 91 TATSS, |

AIASTE  AMA IR AT HABHAT  [TBTHD
AEYTRAT  qIT AIAITAD]  TRATTRT
HALATE™ Sl WTed Taehl HRU HEl Fold
AT AXHR BT ATAAT Te bl &7, | AT h
G AAAE TSGR Al TEhl dfedrs
" doie AT | g grEsiae @
TAT ATASAAE STEAAR AR HH T
qrEaSE AT T AINRTH FETIATRT AT
g | 9y, AEsiae WO asie "rer 9id
T U3eT Hewdqul ITFI & |

e @9 gfq @y, R, g T
AR & TRAT A AT TFRTHE
HX UG | Uh ATATH AAAR  ATHAE
g=H q gfqerder gfg TET SIS |1 0.%9
JiTLTTeRT FfgerT TFATEAT g7 | HifTes qare,
e, RTeT, SR qrasiiae HOTR HEH
ATHHT TEh G |

YIGAfoleh FHUTHT AT

el UTCHSEAT, HO ighl TId, I
FIFAT T FIHN &THAT T SAMGH AT
T FATHT T HAFH! FATABT Afqer 757
g7 | TUTAHT AGTAH] ATHR ATAT HUHTA
9T HTeRT AR T8 T BioT AUR T (bl
ETHT faira T A1 JUHTS ATqA R AT
T AT hdehl Ted ATl T | TTHATRT
O Frat T AT a9 @ AT, ATER AT
(ARAE FE) T ITHRT, A T A(GH
AT FEATITHT FHFHH AATT T TH]
Enll

ATATSTAT / AIATSIATRT ATTATS ATH AT T
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WHET AT AE-ATSdied Ihl THICH
AT AT FATAIT Tl 3 |

HET@l  q{I&Tehebl
T[T FTHT HOTH ITART TARTH JAT
O fad Hok gAN quer TR sreer
IGUHT T | AT 050 /59 AT AlsAd HITHAT
ATH Tz @9 3¥ Fd ¥ FIS ¥ A9
ATk HITH =T oAl 5% A 45 FAS
3 M, GSINT @Al 3 e Y IS ¥O
g T AT g Q9 99 5% FRIE ¥O
AE GH AUH! HETAETR TIGAH Il
TRTHT G | T, 9 FF 5% FRIE ¥O a@
ATRAE O ol Sqa=ardr JUAT AU
Jidaa Al Ioig o |

g9 | A9 R050/5q HT His=d HITHT Tk
d 3 Aqd ¢ FE ¥ A AITF AT
TG ATHHT FFATE ATAqR 95 A %9
FRES 9O AE, TANTAdE R e 3 FIE W
AT ¥ 35 A YO FIIS IR AT AG1Te HI
i ST a=amHT IUATT AUkl I |
qE-EATT  qHHET AT 8% @ &
AU @R B | ATARE qAT T<RTE
HU[H ATAT-SATST SRR AT 3 @d I3
qG R0 FIS Y AE TA UH T | TG
AATE STHFTATTT HUNRT BGHT I8 AT
TATSH HeTe@rel AUl 3 |
ATRTHIRT ST TR TITART ATTHT
FATT TUHT B |

TATSHAANTH =M

guqfad  MHIbdTRl  fgearg  STHEITSH,
U] AT FETIH T JATeAD! STl [&Hr
AF fapradl qIATAS FHAR AT
Gl TSR T |

e IS AAUIAHT HITH AN HeeaX ig &3
TCHT HAF HOTH! TG TG | g FaT
Ffred qfd T i 99 AIErHT ATaeq B
TG | AT THATT gal ATHNES U]
O I T qAGE g R
W Tt =h (Vicious Cycle) fHTor T
TR TTETh] ATTAANL] AR TATSE
ST |

o  TUTCl HGTHl [dfTHT TIHT TAATHT AHIDT
SATH] HA ATHIHT TSI HUHT AfqR<h
IR affs S e g | j059 FEwatE
FET q TTAT AT FGT FHAAR TP BRI
a9 =t |Esiiie HUAT 99 <& A <3
FE Afdreh IR afquasr sfaws | agar ;o
T FIEET qoiiTd @=e @R T faie
AR AT fafqaifTa actear=el o
g9 | I9d faig qEeddl @axy 9
S ST T TEATEAT &7 |

ATASAToES FHUTHT FAMT TRTLAHT SUTIEE

qATAR] AT Ak HITH [a7d  IhD T
HAIT &I FHA  SUSMATH  JAATHT AT
H R des MR 3fEvg | oATd R0 /6
HT ATESE HUHT HE AT 31876 T TEHHAT
T 095 /R ARG T T ATAND HUTHT HT

AT RITHRAT Tga T AT &bl
T | ATF 99 05 /53 | T JUA=T ¥ %
gfqeTd @@l @Y AATRUHT 9% @H ¥ A
39 FRISH TSEHT £0.9 Fiaerd = @=, 9
gierd Gt @< ¥ faira sgasamaa 9%
ofqera @ | TR BATEATH AT A2TH

T &I g8 TR sfEvs | ASfTE WO ueg
MR qY AR T qGs Ul ATLTAT ey
FATH AT FHATHAT HDT ATIT TIT FTSS ATIC
Thae AT FPATAAT @5 | AT ATGHT FHA
AR ATITAHT AT HIT I Y I0HA
¥y gfqerd T@eraT IRTE WO g ST ¥y

O X @I 33 AT (99.59 FAeTd) ATAE

AT O YT HA WH B | ATATS IIH

WO 3 @ ER AT (5. ¥ Jiaerd) T e
AT U3 9 (.90 UfeTd) AFATT TRTHT
T | ETHI AT BEATSUH FIqaled dAfee
qf e W @d /Y qd &% FISH A
|1l el B |

HWOUH ARA  FgTAH Al @ |G
ATaSHT g9 T ATHTSIE, AT, TSI

T AT T Tl G, |

TSI HUTH! fEI=aT e fa STl B | 39Tl
[eTTeRT AT ORI I (ATAT, SATST) FHITHI,
Ffgcd afs=fa qar sar ¥ faeedswn  ands
FHTATSTHA{SAT qRTAT T T &TqdqT o i
HOTH {9 27 | &1 2039 /33 AT Y T9HeT 9
GITLTTHTT Teahl AT HIT Ad 3051 /53 IS

SERTAS é 3§;i d W T [EATE  TIA

AT ATSIRET ¥3 I9HAd ¥\ giqerd q{rehl
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Ul

B | AT ATASAE HO AR ®IHT qG3 TR

YIITATS @IS, | AAHEITH ATISATF I

T T=d ! TS HUT FTaolider FOTeh!

ferg=ar goq @er g | g9y e e

TaH JTdRAaIh aarsd Sl S, |

o  MAWMF U YR=ATAT T TTATIAHT ATHT
HHFBTA, HEAFTATT AT QTEBTATT AT
FATIA TAT Ik Alde® Hravad= T |

o UIYT dUT TN FIhRP! Jraoiae HI
RETAT ¥ SEEITIART AT Teblehd BT
graeT fator T |

o  ITENh WU HAXTIAATS THTFHTT TATIT
Tl T AT BIATAART G
AT AtTgig T |

o I=U Ylamhd W &4 &FA] ATESad HI
=TT T | AT ITATHHAT I & T4
JATEefIeT &Rl qfe= T ATaSTd T
ZATITIAATS FHATHHTT TATI |

7, orurel do ferfdies, aftidica [dAurg, 20t

TG TESTE UMD AN TGs I TR
TYTHT AU q8d T SHATH IR AT AT
FATAHT TR T (AT erarar e qar
I Ay | WA R0 WA HTEHEEH HIEAS (D
WU FA Meed IJeaTadh! ¥& q Ffaerd I |
T 039 FH YO FIAd TH T ATHA 4SS
THHITHAIET T, |

YTl ATAITHAT TG3 S T ATEATE HIT AX
quaAfas T w3-¥Y FaeTaET ERENE T a9
TG TR FU SRS AT AAF FTH g
T fa AipueTed B | T 9% HABHT AS0TE
AR e BT avh fRerd T A g
q AATAAT Al S@H earsd &l | feaae
BTHIS AT dfg T ThT TS ATNT ATALTE
AITF I AEA AR T AT AT
THT T Febepl Sl | TR @, fegd w1 T
IUH FT ANTAT faeaeard] ®qHT ThHAATES
AN AUHT TRASHATR] FAAT T FEAEaT T
FRATCHT T AGMHR T 4T G |

o Ttk WUEY fafaw gdew, wrE®E
qaT geEEREHd (AR qUster gefite
HUH JATTFATER  qATT AT qdT
freeraurge=d AT F3RTE T fa THID |

o Y FEAlaATs THTAHN TATS Ta AATION
fgaefr qor =guelar Ieftd M| wiida®
ST {7 AT T | TIRTE HHT ATAATE
F=A ATTATHET AT TSI AAAF T |

® T WU T TUHT ATLITHT (il &qh
ST HSATHT THET AT qIT ‘FISE AT
Thad’ TS FPATIATAS I AT [ STl
T | AR O AR TUHT ATATAATEERT
FHATATHT SATIF IR ATIH ATAAF |

o  TA WU qAT ASHTE HUR TEIANT
siifew, fafrgoer Siftew, feie qar gar
eI FERIHT T AT AT AT
T ATETF 5 |

forset

qraSaE B AfdE faera qur FHig o T

TS A8 AT &1 | AN 9 Feb aRad A9

aferT g Wifew SfE Ted qUEe qar

HIAAILHAT  TATHHAT IIed  qIT IcATaALNA

§HT WA WA HOE JAN TIE | ATy,

qfgeed] qUT ATASTE HITHT AT TG8 TR,
AT=dA(eeF U] TS qAT ATl YehTHT age TUHT,
3T O WA FHT g5 TR, fafaaer staw
FeaTTae AREeT, ATATSTHTERT YR f7eh e el
JAT AR HTH ITAN HH AR I &
JAT AT GHHT AT FHA A AUHA AT A
S Tgs T a1, | TqeATE THAAT 7 HeATNR
TR ATEAF HITH] Fel AL T Tl B, |
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A ATTE@HT FUTHA T AHGH ATIRBT HTHT
q5adl AFIRIT I&T4 Wﬁn‘aﬂ 3 | afedr &1 TS
TATERds o6 GIaEThd  Sigd  Herarqar
fed T AMfF FREAR Sfbg JOTAHTRT”
TH YEAE T R0 Bl AR, R Hedd,
AT 9Tek qAT Hed ATqdlg FTRI STRTAIHT A1
“ger fepfarwept cATaTiee FRIAREEHT F[ATH FTF|
AL ASABITHT THAT g g feplaaert
HATRRTHT, 9oeh, TR, AT qAT FHIeehl TThTAT
Sfehg TUTTATRA” T J=ATaehT STEHT == TETEHT
3 |

ufeer ¥ zy off AT

qUTART afgedl S Furer S fafmdgedr AT
fashd "aq 9% A Fde 30 Td HHAR
FeHTgeITeRr fad wquepr o | dfeddr dwer afed
N MEREEATRT N fedrere dferg a1 I
TRIST ATTH @ | R053 A HIide 30 Td
qTEaaR Sbel 5% AT AMTRcaT HATIS Tl Afed
TATAHT S qoT faxiiar FaTeT qgear 09 [T
B TEAT AT S 0, faebra e 99, foaa Fea
q, wrgfad faxirar g YR ¥ qarer faw@ o 9
TR A

VY3 d¢ UTTAHTAT S ITET FoaTATAT

0GR WAl WETAH AT AT Sep qur faxirar gwarer
QETEER HE@T 19,493 TN 7 | AHEH aAT(orsd
Fepewepl Tr@T 4909, faepra Seewar 993, foaa
FEAEEHT 339 T AHE (a0 GeIeEd ¥5%
ITETE® A=A H B |

gfeer AYTThT © 9¢ TeeTHT I ferfawer faeia
JTIE®e ATHT MEEEAThd dihs adr faarg
YT JaTE TRIEH T AT 99 fofeat T W43 T
qIAeRTEEHT ‘e’ AT AT Sehehl QTET GNTRIH T

31f¥del HAR YSRiol
s geraw
aue % fafaes

T | W3 ¢ uifdasrare ‘F A aforsT e
g JaT yaTe MRREH B |
TAGSEATHT GleaY S @TdT

Yrg T FRISH SIS HUHl ETHT HAHHT
qEFar AT dFEEd W3 dd T
oT@T @reY dfhg adr faxia Jar feges = |
SAOgEITHl hve aleREl Gg@THT d% @Ides
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1. https://www.worldatlas.com/articles/the-four-pests-campaign-objectives-execution-failure-and-consequences.html
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IRMTE AT SAHT TS(ATHART TET ATTHIART TAT
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g AT gaTd g8 ad: q@H 3994 & faaf<
Fratfor 7 'R, 7 fo g fhee it 1@
I |

A Afaeh IEAAT ATGUHT AT g5 8Xh TeAThal
FTIEH T BIAATAAT TATIT Febebl YU i FTAT
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U3l T Frodede! Tehl I&dd Wbl Iravg

2. The Four Pests Campaign: Objectives, Execution, Failure, and Consequences, WorldAtlas. 2017-04-
25and https://en.wikipedia.org/wiki/Four Pests campaign

3. https://oxfordre.com/asianhistory/display/10.1093/acrefore/9780190277727.001.0001/acre-
fore-9780190277727-e-133 and https://en.wikipedia.org/wiki/List of famines in China
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A New Shield for Nepal's
Economy: Parametric
Insurance and Its Prospects

Introduction

Parametric or Index-based Insurance is a risk
transfer mechanism that provides payouts
based on the occurrence of a specific event or
parameter, rather than on the actual loss incurred.
It is an innovative financial instrument designed
to provide rapid and predictable payouts after
climate-related disasters. Unlike traditional
indemnity insurance, which compensates
for assessed damages, parametric insurance
triggers payouts automatically when predefined
environmental or climatic parameters such
as rainfall, temperature, or wind speed reach
or exceed a specified threshold (World Bank,
2020). This mechanism contributes to climate
change mitigation and adaptation by enhancing
financial resilience, encouraging risk reduction,
and promoting sustainable recovery in
vulnerable regions.

Unlike  traditional  indemnity = models,
parametric insurance doesn’t require the need
for on-site damage verification. Once the
agreed-upon parameters such as sub-threshold
rainfall, seismic magnitude or wind speed are
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triggered, the payout is executed without delay.
Commonly utilized indices include precipitation
levels, ambient temperature, river discharge,
wind intensity and seismic activity, all of
which are objectively measurable and widely
applicable across diverse geographies.

At its core, parametric insurance is predicated
on the principle of pre-agreed compensation
linked to quantifiable indicators, rather than
reimbursement of actual losses. This structural
design facilitates expedited, transparent, and
cost-efficient claim settlements by eliminating
the logistical complexities associated with
individualized damage inspections. As noted by
institutions such as the World Bank and OECD,
this model significantly enhances operational
efficiency and financial agility in disaster
response.

The key features of parametric insurance
make it a powerful and efficient risk transfer
mechanism, particularly suitable for climate
and disaster-prone economies. It operates on
objective triggers measurable indices such as
rainfall levels, temperature, wind speed, or

HOW PARAMETRIC
INSURANCE WORKS

7
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BENEFICIARY RECEIVES
FUNDS INSTANTLY
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seismic activity that determines when payouts
are made. This ensures that claim settlements
are fast and automatic, as payments are released
immediately once the pre-agreed parameter
threshold is reached. The approach significantly
reduces administrative costs because it
eliminates the need for on-site loss assessments
and complex claim verification procedures.
Moreover, parametric insurance enhances
transparency and predictability, since both the
insurer and the insured clearly understand the
insurance conditions that trigger compensation.
These features make it especially valuable for
low-income and disaster-prone populations,
providing quick financial relief after shocks and
helping vulnerable communities recover and
rebuild more effectively.

Characteristics of Parametric (Index-Based)
Insurance

Parametric insurance, also called index-based
insurance, is distinct from traditional indemnity-
based insurance because it relies on objective,
measurable triggers rather than the actual loss
suffered by the insured. Its core characteristics
are summarized below:

1. Predefined Trigger Mechanism

In parametric insurance, payouts are not
based on the actual damage experienced by
the insured, but rather on specific, measurable
indicators that are agreed upon in advance. This
means that when a certain environmental or
climatic condition such as rainfall, temperature,
wind speed, or earthquake magnitude reaches or
exceeds a set threshold, the insurance payment
is triggered automatically.

For example, imagine a farmer in Nepal who
has purchased parametric crop insurance. The
policy states that if rainfall during the planting
season falls below 50 millimeters (for example
only), the farmer will receive a payout. Once
official meteorological data confirms that rainfall
was below the threshold, the compensation is
released without the need for field inspections or
lengthy paperwork. Similarly, if an earthquake
of magnitude 6.0 or higher strikes a region,
insured households or businesses may receive
immediate financial support based on seismic
data alone.
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This mechanism ensures that claims are settled
quickly, transparently, and efficiently. Both
the insurer and the insured clearly understand
the conditions under which payments will be
made, reducing uncertainty and enabling better
financial planning. In a disaster-prone country
like Nepal, such predefined trigger systems can
play a vital role in accelerating recovery and
building resilience against future shocks.

2. Objective and Transparent Data Sources

The triggering data come from independent,
verifiable, and trusted sources such as
meteorological stations or satellite observations,
ensuring fairness and transparency (OECD,
2021).

3. Rapid Claim Settlement

Since payouts are based on parametric triggers
rather than physical loss assessment, settlements
are fast and efficient, reducing liquidity stress
for policyholders especially after natural
disasters (International Association of Insurance
Supervisors [TAIS], 2019).

4. Reduced Administrative and Transaction
Costs

Because on-site verification is unnecessary,
the operational cost of underwriting and claim
settlement is significantly lower than that of
conventional insurance (OECD, 2021).

5. Suitable for Catastrophic and Weather-
Related Risks

Parametric products are best suited for climate-
related, agricultural, and catastrophic events
where traditional insurance is either too costly
or impractical due to widespread and correlated
losses (IAIS, 2019).

6. Encourages Financial Resilience

By providing quick liquidity post-disaster,
parametric insurance enhances resilience and
recovery capacity of individuals, businesses,
and governments (OECD, 2021).

Global Context and Rationale of Parametric
Insurance

Parametric insurance has become a global
instrument for climate resilience and disaster
risk financing. Examples include:
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» African Risk Capacity (ARC): Covers
drought and food security.
* Caribbean Catastrophe Risk Insurance

Facility (CCRIF): Earthquake, hurricane,
and excess rainfall.

+ Pacific Catastrophe Risk Assessment and
Financing Initiative (PCRAFI): Similar
regional pool for Pacific nations.

* These models show how regional risk pools
and government participation can stabilize
post-disaster recovery and complement
social protection systems.

Role of Parametric Insurance In Climate
Change Mitigation and Adaptation

=L &

—
=

INCENTIVE FOR
ADAPTATION

FINANCIAL
RESILIENCE

PARAMERTIC
INSURANCE

SUPPORT FOR
VULNERABLE
POPULATIONS

Parametric insurance supports climate risk
management in three major ways:

a. Financial Resilience and Risk Transfer

It allows governments, communities and
businesses to transfer climate-related risks
(e.g., floods, droughts, cyclones) to insurance
or reinsurance markets. This helps avoid fiscal
shocks and ensures quick liquidity for recovery
efforts after extreme events (OECD, 2021).

b. Incentive for Climate Adaptation

By linking payouts to measurable climate
indices, parametric insurance encourages
data-driven risk management and investment
in adaptation measures such as irrigation
systems, resilient agriculture and early warning
infrastructure (Surminski et al., 2016).

¢. Support for Low-Income and Vulnerable
Populations

It is particularly useful in developing and
climate-vulnerable countries, where small
farmers and microenterprises often lack access
to traditional insurance. Index-based products
provide affordable protection and promote
climate-resilient livelihoods (Greatrex et al.,
2015).

Some Global Examples of Adoption of
Parametric Insurance

Region/ Product/ Climate Deéseription
Country Program Focus
Caribbean | Caribbean Hurricanes, | Provides
Catastrophe rainfall, immediate
Risk earthquakes | liquidity to
Insurance governments
Facility affected by
(CCRIF SPC) climate-related
disasters.
Africa African Risk | Drought Uses satellite
Capacity and food rainfall data to
(ARC) security trigger payouts
to drought-
affected
countries.
India Weather- Rainfall and | Protect
Based Crop temperature | farmers from
Insurance drought and
Scheme excessive
(WBCIS) rainfall; based
on weather
indices.
Nepal Index-Based | Rainfall and | Pilots
Crop and temperature | supported
Livestock by the Nepal
Insurance Insurance
Pilots Authority and
World Bank
aim to protect
farmers from
climate-
induced risks.

Benefits In Climate Change Context

* Provides timely financial assistance after
climate shocks.

* Reduces government fiscal burden

following disasters.

* Enhances community-level resilience and
promotes climate-smart agriculture.

» Facilitates access to reinsurance and
catastrophe bonds for national disaster risk
financing.
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Limitations of Parametric Insurance

* Basis risk: Payout may not perfectly match
actual loss.

* Data dependency: Requires reliable and
high-quality climate data.

* Limited awareness: Farmers and small
enterprises may lack understanding of index-
based products.

2. Relevance of Parametric Insurance In
The Nepalese Context

a. High Climate and Disaster Risk Exposure

Nepal’s geographic and climatic diversity
exposes it to hydro-meteorological hazards,
including erratic rainfall, drought, floods, and
glacial lake outburst floods (GLOFs). Parametric
insurance, which pays based on measurable
climate parameters, is therefore highly relevant
for managing such systemic risks efficiently
(OECD, 2021).

b. Agricultural Vulnerability and Rural
Livelihoods

Agriculture employs about 60% of Nepal’s
population and contributes nearly 25% of
GDP (Ministry of Agriculture and Livestock
Development [MoALD], 2022). Traditional
crop insurance schemes face challenges of loss
assessment and moral hazard, whereas index-
based products such as rainfall or temperature-
based crop insurance offer faster and more
transparent protection for farmers against
weather-induced losses (World Bank, 2020).

c. Disaster Risk Financing for Government
and Communities

The Government of Nepal, through the National
Disaster Risk Reduction and Management
Authority (NDRRMA) and Ministry of Finance,
has been exploring parametric insurance
mechanisms to complement national disaster
risk financing strategies. These instruments can
provide quick liquidity for emergency response
following earthquakes or floods (UNDP, 2021).

d. Support for Inclusive and Microinsurance
Programs

Under the leadership of the Nepal Insurance
Authority (NIA) and Insurance Institute of
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Nepal (IIN), several pilot programs on index-
based agriculture and livestock insurance
have been introduced in collaboration with
development partners. These initiatives aim
to extend affordable coverage to smallholder
farmers, cooperatives and microenterprises—
key pillars of Nepal’s inclusive insurance and
financial inclusion agenda (NIA, 2023).

e. Alignment with National Climate and
Development Goals

Parametric insurance aligns with Nepal’s
Climate Change Policy (2019) and National
Adaptation Plan (NAP, 2021) by providing
market-based risk transfer solutions that
complement public disaster relief. It also
supports Nepal’s commitment to the Sendai
Framework for Disaster Risk Reduction (2015—
2030) and the UN Sustainable Development
Goals (SDGs) especially SDG 13 (Climate
Action) and SDG 1 (No Poverty).

Key Benefits of Parametric Insurance for
Nepal

* Rapid claim settlement after disasters.

e Reduced administrative burden and moral
hazard.

* Increased financial resilience for farmers,
MSME:s, and local governments.

e Enhanced collaboration between insurers,
reinsurers, and development agencies.

* Data-driven adaptation planning through
meteorological and satellite-based indices.

Existing Initiatives in Nepal

a. Agriculture and Livestock Index-Based
Pilots

* Nepal Insurance Authority (NIA), with
support from UNDP, World Bank, and
UNCDF, has piloted index-based crop and
livestock insurance.

* Examples:

o Rainfall Index Insurance for paddy and
maize in selected Terai districts.

o Livestock mortality index schemes linked
to temperature and disease data.
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b. Parametric Disaster Insurance

Government of Nepal, through the Ministry
of Finance and Disaster Risk Reduction and
Management Authority (NDRRMA), has
explored parametric flood and earthquake

AL

insurance has become more urgent than ever. Its
ability to deliver fast, transparent and data-driven
payouts makes it a powerful tool for building
resilience among vulnerable communities and
sectors. However, to fully harness its potential,

insurance frameworks.

« World Bank’s CAT DDO (Catastrophe

Deferred  Drawdown  Option)  also
incorporates such triggers.
Potential Application Areas in Nepal
Key Potential Application Areas
Sector Trigger Index Objective / Benefit
Agriculture | Rainfall, temperature, | Protects crops from
soil moisture weather extremes
Livestock Temperature, disease | Mitigates mortality
index and heat stress losses
Hydropower |Rainfall, river flow [ Stabilizes generation
and revenue
Tourism Rainfall, landslide Reduces business
index interruption risk
Urban Flood level, seismic | Supports municipal
Infrastructure | data disaster financing
Government | Rainfall, earthquake | Enables quick post-
Finance index disaster liquidity
MSMEs Flood or climate Protects small
index enterprises and
workers

Challenges of Parametric Insurance in Nepal

Challenge Area

Description

Implication

Data availability

Limited weather
and yield data

Inaccurate indices
and higher basis risk

Basis risk

Mismatch between
payout and actual
loss

Reduces trust in
insurance

Awareness gap | Low financial Weak product
literacy adoption

Regulation Absence of specific | Slows innovation
guidelines and approval

Reinsurance Limited global Restricts financial
engagement sustainability

Affordability Premiums remain | Limits access and
high for poor inclusion
households

Institutional Weak integration | Missed opportunity

linkages with DRR for scaling
frameworks

Way Forward

As Nepal continues to face increasing climate-
related risks and natural disasters, the need for
innovative financial instruments like parametric

coordinated efforts are required across policy,
infrastructure, capacity building and regional
cooperation. The following strategic actions
outline a practical way forward to institutionalize
and expand parametric insurance in Nepal:

Strengthen the institutional framework under
the Nepal Insurance Authority to develop
clear guidelines and regulatory standards for
parametric insurance products.

Invest in data infrastructure such as weather
stations, satellite-based remote sensing and
hydrological modeling to ensure reliable and
timely trigger data.

Promote public-private partnerships to
launch pilot projects that demonstrate the
effectiveness of parametric insurance in real-
world scenarios.

Align parametric insurance with national
social protection programs and disaster
risk financing strategies to ensure broader
coverage and impact.

Build technical capacity through specialized
training programs offered by institutions
like the Insurance Institute of Nepal and
universities.

Foster regional collaboration by exploring
SAARC-level risk pooling mechanisms
to share resources and reduce collective
vulnerability.

Integrate parametric insurance into Nepal’s
broader disaster risk financing framework
to ensure it complements existing financial
preparedness tools.

Enhance reinsurance arrangements and
international cooperation to strengthen
financial backing and global support for
parametric schemes.

Leverage digital technology and FinTech
solutions to improve product delivery, data
collection, and customer engagement.
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These steps, if pursued collectively, can help
Nepal establish a strong parametric insurance
ecosystem that supports rapid recovery, financial
stability and long-term climate resilience.
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Adoption of Fintech in BFls
for Better Banking Services

Prelude

The terminology, financial technology
(Fintech), generally indicates that an innovation
of unique technology which enables the
financial transactions in a faster, secure and
reliable manner by facilitating the clients and
financial intermediaries. “Fintech refers to the
application of technology to finance covering
a broad range of innovations from digital
payments to blockchain.” (Arner et al., 2016).
Fintech, the application of digital technology
to financial services, is reshaping the future of
finance. Digital technologies are revolutionizing
payments, lending, investment, insurance,
and other financial products & services and
the COVID-19 pandemic has accelerated this
process. Digitalization of financial services and
money is helping to bridge gaps in access to
financial services for households and firms and
is promoting economic development. Improved
access to basic financial services translates into
better firm productivity and growth for micro
and small businesses, as well as higher incomes
and resilience to improve the lives of the poor
(Natarajan, 2025). Further, World Bank, (2020)
reveal that Fintech is creating new opportunities
and challenges for the financial sector, from
consumers, to financial institutions and new
entrants to regulators.

Development Path of Fintech

Fintech has a long and gradual innovation and
adoption path in its evolution history. Initially,
it was emerged with transatlantic telegraph
cable technology, enabling near-instant
communication between financial institutions
in Europe and America. Arner et al. (2016)
presented about Fintech 1.0 as the Foundation
Period (1866 - 1967) that is of infrastructure
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development for financial globalization which
incorporates

(a) 1866 had been as invention of the
transatlantic telegraph cable, enabling near-
instant communication between financial
institutions in Europe and America

(b) 1918 as introduction of the Fedwire funds
transfer system in the U.S.

(c) During 1950, launch of the Diners Club
card, the first credit card, and

(d) Installation of the first ATM by Barclays
Bank in London on 1967.

In the face of Fintech 2.0 as Traditional
Digitalization Era (1967 — 2008), Gomber
et al. (2018) explored the development
chronology that (a) Formation of SWIFT
(Society for Worldwide Interbank Financial
Telecommunications) in 1973 that helped
revolutionizing interbank transfers (b) During
1980s, use of mainframe computers in banking
becomes widespread (c) In 1990s, introduction
of online banking by banks like Wells Fargo,
and (d) PayPal had been founded in 1998, which
was one of the first internet based payment
systems. These developments were recognized
as digital transformation of traditional banking.
In the third phase, Fintech 3.0 as New Players
& Innovation Era (2008 — 2014) deemed as
post global financial crisis Fintech boom, and
as a result, (a) Global Financial Crisis 2008
erodes trust in traditional banks that paved the
way for creating opportunities for tech startups
(b) Launch of Bitcoin, the first cryptocurrency,
powered by blockchain in 2009 (c) In between
20112014, rise of P2P lending platforms (e.g.,
Lending Club, Prosper) and robo-advisors (e.g.,
Betterment, Wealth front), and (d) Founding



of Ant Financial (now Ant Group) by Alibaba
in China etc. in 2013, had been innovated and
adopted (Lee & Shin, 2018). At the latest,
Fintech 4.0 as Platform & Big Tech Era
(2014 — Present) with dominance of mobile,
data, and platforms; (a) Apple launches Apple
Pay; Google and Samsung follow with their
payment platforms in 2014 (b) During 2015—
2019, explosion of mobile wallets (e.g., Alipay,
WeChat Pay, eSewa in Nepal) (¢) Open banking
gains traction in the EU (PSD2) and UK during
2018-2022 (d) COVID-19 further accelerates
global shift to digital payments and banking
during 2020-2021, and (d) Rise of Buy Now
Pay Later (BNPL) platforms, embedded finance,
crypto wallets, decentralized finance (DeFi),
and CBDCs (Central Bank Digital Currencies)
etc. have been innovated an implemented during
2022—present. (Zetzsche, et al., 2020).

Fintech is moving faster and posing challenges
to the adaptors for change management and
technological cost optimization these days.
As a face of latest Fintech developments,
Fintech 5.0 has been emerging with inclusive &
sustainable finance approaches. It has become
now an approach of ‘human-centric, ethical,
and green Fintech.’ 2022—Present time includes,
(a) Focus to bridging the financial inclusion
gap using artificial intelligence (Al), internet
of things (IoT), and mobile technology (b)
Rise of RegTech and Green Fintech to manage
risk and support sustainable finance, and (c)
Digital identity, eKYC, and financial inclusion
have become key developments in developing
nations (e.g., Nepal, India, Kenya). This is how,
in brief, global Fintech journey is progressing
and spreading all over the world gradually.
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Summarized table about Fintech evolution
journey has been exhibited as following:

This table indicates to the market players and
Fintech users that Fintech will have a dominant
role in shaping out their day-to-day activities
and business operations. However, crypto
(bitcoin) has three faces globally, including
formalized business, grey zone and red zone
(banned), according to respective country’s
policies. Crypto is an illegal business in Nepal.

Why Fintech is Inevitable?

Fintech is the innovation of time for making
life easy, safe and secure in doing business. It
has become possible because of development of
disruptive technologies and their use in different
businesses including banking and finance. In the
modern world, where technology touches nearly
every aspect of daily life, Fintech has emerged
not merely as a trend, but as an irreversible
transformation of the global financial landscape.
Fintech inevitability stems from a combination
of technological progress, shifting consumer
behavior, economic efficiency, and regulatory
adaptation so that these forces create a future
where Fintech becomes the default infrastructure
for financial services.

The proliferation of smartphones and global
internet access further accelerates Fintech’s
adoption. Billions of people worldwide now have
access to mobile devices, including in regions
where traditional banking infrastructure is
limited or almost non-existent. Fintech platforms
can reach underserved populations, offering
services like mobile payments, microloans,
and digital wallets. As a result, Fintech plays a
crucial role in financial inclusion, helping bring

Evolution of Fintech: A Chronology

Stages Time Span Infrastructures Key Innovations
Fintech: 1.0 | 18661967 Financial infrastructure, communication | Telegraph, ATM, credit cards
Fintech: 2.0 | 1967-2008 Bank digitalization SWIFT, online banking, PayPal
Fintech: 3.0 |2008-2014 Rise of startups and crypto Bitcoin, P2P lending, robo-

advisors
Fintech: 4.0 |2014-2025 Mobile platforms, BigTech dominance | Apple Pay, BNPL, Open
Banking, DeFi
Fintech: 5.0 | 2025 Onward | Inclusion, sustainability, ethical Green Fintech, CBDCs, Digital
innovation ID

Source: Summarized from the respective references as in bibliography
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more people into the formal economy, which has
far-reaching implications for poverty reduction
and economic development.

Further, it is capable of leveraging data,
process automation, and Al. Unlike traditional
financial institutions that often rely on legacy
systems, Fintech companies use cutting-edge
technologies to analyze data in real time,
assess creditworthiness more accurately, detect
fraud proactively, and personalize services to
individual users. This not only enhances the
user experience but also improves efficiency
and lowers costs. Furthermore, Fintech enables
greater efficiency and cost reduction. Fintech
solutions offer faster, cheaper alternatives to
legacy financial services. Peer-to-peer lending
platforms, for instance, connect borrowers
directly with lenders, reducing overhead and
increasing transparency. These improvements in
speed and affordability create a strong incentive
for users to switch from traditional providers to
Fintech alternatives.

Importantly, governments and regulatory bodies
are encouraging this transformation. Many
countries have introduced regulatory sandboxes,
allowing Fintech firms to test new products
under supervised conditions. At the same time,
central banks are exploring and piloting central
bank digital currencies (CBDCs), signaling
the importance of institutional recognition of
digital finance. These regulatory adaptations
demonstrate that Fintech is not just a disruptive
force but a vital part of the future financial
system. Nepal is also working efficiently on
these areas including CBDC.

Banking & Fintech: Nepalese Context

Nepal is experiencing a significant change in its
financial landscape with the rapid rise of Fintech
adoption. Driven by increasing smartphones
and internet penetration, Fintech solutions have
started reshaping how Nepali people conduct
financial transactions. Digital wallets like
eSewa, Khalti, and IME Pay etc. have become
household names, offering users an alternative
to cash-based systems and traditional banking.
QR code payments, once limited to urban areas,
are now seen at small retail shops and among
street vendors, reflecting growing comfort with
digital finance across socioeconomic groups.

The role of payment service operators like
Nepal Payment Solution (NPS), Fonepay
and government linked platforms such as
ConnectIPS (product of NCHL) has been vital
in linking banks, merchants, and users into a
broader digital ecosystem. Nepal is advancing in
backend infrastructure through the development
of the National Payment Interface (NPI), which
allows seamless API connections between
banks and Fintech platforms. At the latest,
major milestone has been the cross-border
integration of Nepal’s NPI with India’s UPI
system, enabling easier cross-border payments,
particularly useful for trade, remittances, and
travel.

Regulatory support from Nepal Rastra Bank
(NRB) has further encouraged Fintech growth.
NRB has introduced frameworks that allow QR
code use by foreigners in Nepal and even permit
Nepali citizens to make small digital payments
abroad. Moreover, the government’s digital
agenda, highlighted in recent budget policies,
promotes financial digitization in public
services, the expansion of branchless banking,
and reduced digital transaction costs. This top-
down support signals strong institutional interest
in modernizing Nepal’s financial system. One
of the most promising impacts of Fintech in
Nepal has been its role in financial inclusion.
By providing accessible and affordable digital
banking tools to underserved communities,
especially in rural and remote areas.

Owing to the disruptive Fintech innovations,
ease of use, cost efficiency, security, risk
minimization, compliance monitoring and
changing customer behaviors towards use
and adoption of Fintech, Banking industry
of Nepal is also transforming itself with the
adoptions of contemporary Fintech innovations
by harnessing aforementioned inevitability.
Following two tables can help support to
justify the fact that how banking is shifting
from traditional banking to use of modern
financial technologies. Customer behaviors and
supporting technologies like smartphones and
internet access also have further pushed the
banks to embrace contemporary Fintech.
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Number of Payment Instruments Issued by BFIs

Cards Mid-July Mid-July Mid-July Mid-July Mid-July
2020 2021 2022 2023 2024
Debit Card 7,329,202 8,839,855 10,856,357 12,245,485 12,893,528
Credit Card 160,297 192,370 238,794 283,772 289,239
Prepaid Card | 63,775 65,786 105,121 137,120 180,091

Source: Nepal Rastra Bank, Payment-Oversight-Report-2023-24

Number of ATM Terminals and Customers of Mobile and Internet Banking

Mid-Jul Mid-Jul Mid-Jul Mid-Jul Mid-Jul
SIEITTEE 2020 2021 2022 2003 2024
ATMs 4,106 4325 4.602 4.855 5193
Mobile Banking | 11,306,797 | 14.194.839 | 18.307.255 | 1,363.080 | 24.648.846
Internet Banking | 1,031,227 1,160,321 1,684,310 1,856,195 1,919,322

Source: Nepal Rastra Bank, Payment-Oversight-Report-2023-24

Idealistic Views for Fintech & Digital
Payments Promotion in Nepal

Inevitable disruptive Fintech innovations
and wide use of it is our future due to the
technological inventions for ways making life
easier, time saving, safe and secured. In this
context, there are lots of prospects and potentials
of Fintech innovations and digitization of the
economy if the following initiatives are taken
by the related stakeholders, including banks and
financial institutions.

Fostering Open-Loop, Open API based
Interoperability and Omnichannel System:

Banking and financial transactions including
payments have tendency of operating in close
loop and within own network only. This has
hindered to increase the size of the cake of
digital payments market and digitization of
Nepal. It is believed that despite such huge
mobile penetrations in Nepal, digitization of the
economy 1is believed to be below 10 percent.
However, an authentic research is required on
this matter. In order to break this bottleneck,
regulators and market players must promote
the open application programming interface
(API) based open loop interoperable Payment
Platform which supports Omnichannel that is
functional into cross platforms and in all sectors
including banking and financial services,
payments services, e-commerce, education,
insurance, capital market, cooperatives, postal
service and other service areas. This effort will

help growing the market and faster digitization
of the economy. It helps support diversification
and increasing base of business to banking and
financial institutions (BFIs).

Accelerating the ‘Fourth Pillar’ Digitization:

In the banking and financial system of Nepal,
Microfinance Institutions (MFIs) are deemed
to be the fourth pillar of banking system. It
has vital role in rendering financial services
and fostering financial access and inclusions
at the grass-root and rural unbanked areas.
However, this sector is not much capable of
Fintech adoptions and regulatory provisions
also partially bar this pillar to operate Fintech
products and innovations. Until and unless we
promote them in this filed, fuller digitization
and financial inclusion is out of catch. In this
context, commercial banks, development banks
and finance companies can exploit opportunities
by collaborating with pillar.

Promoting the ‘Third Pillar’ Digitization:

Constitution of Nepal has accepted that the
Cooperative sector is a “Third Pillar” of the
national economy. However, this pillar seems
weak in corporate governance, transparency,
accountability and security assurance of public
resources and technology used. There are around
34,000 saving and credit cooperatives in Nepal
having money in billions of the general public.
Except few of them, most of the cooperatives
are run in standalone technology and manually
or semi-manually. They do not use certified and
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tested uniform core banking system (CBS).
These all lacking have risked the public money.
For that reason and gaining efficiency and
fuller digitization; regulators, market players
and Fintech innovators must promote Fintech
use and digitization of the system and financial
transactions in cooperatives so that they could
be streamlined and monitored comfortably and
economy would have been digitized in a faster
manner. Banks may seek potentials in this pillar
too.

Fostering Development of Regulatory Capacity:

Nepal has a very short history of Fintech
innovations and digital payments. However,
technology is moving in faster and disruptive
manner. Developed countries are having vision
ofless cash society and working in that direction.
Nepal will also witness the same scenario in the
future. For that reason, regulatory oversight and
monitoring part shall have to be strengthened
and kept the regulators updated form the current
global moves. Side by side, payments system
regulation and oversight manuals, bylaws and
security guidelines shall have to be updated
comprehensively and implemented effectively.

Assuring Payments Security and System Safety:

Fintech shall have to protected through Cyber-
attacks, hackings, system infiltrations and other
crimes because now and onwards whatever risk
is possible in the financial system is mostly
in the payments field. Higher the degree of
digitization, higher are the chances of frauds
and system hacking. For protecting form
such scenario, involved stakeholders should
always be vigilant and proactive in monitoring
and mitigating the risks. The best ways to
safeguard the industry from such crimes, latest
technologies like Blockchain technology and its
integration.

Allowing the Access to RTGS for Third party
Processors:

There are not only the banks and financial
intuitions but also others like payment
system operators (PSOs), payment service
providers (PSPs) and other payments entities
(cooperatives, postal service, remittances etc.)
in the market who are involved in financial
transactions handling and processing. In order

to monitor and regulate them by the system,
these entities are also to be mandated to join the
RTGS.

Establishing the National Payment Switch:

For overall payment regulation and oversight,
central bank (Nepal Rastra Bank) should
establish National Payment Gateway/Switch
as faster as possible and get all the fragmented
payment systems, gateways and switches
connected to it prevailing in the market. This
will help support the regulators to monitor and
regulate the payments routing, switching and
its finality. At the latest, it is in the progress.
However, National switch must be under the
strict monitoring and umbrella of central bank
as a not for profit making public organization.

Maintaining International Standards and
Reporting System:

Regulators and market players are suggested
to stick on maintaining minimum international
standards and best practices of Fintech and
electronic payments and uniformity of reporting
to help assured for corporate good governance,
transparency, accountability and regulatory
norms. It will help payments market well-
disciplined and gain public confidence.

Mandatory Integration of the BFIs with PSOs:

Interoperability is critical issue in Nepal.
However, BFIs are either reluctant or passive on
joining with payment system operators (PSOs)
for several reasons. In this context, regulator
must take initiations to help support in bridging
between BFIs and true third-part processors
(TPPs) so that interoperability will gradually
be in place. Once the National Switch is made
functional, then these TPPs can be integrated
comfortably to the National Switch for NRB’s
oversight, monitoring, and data analysis
purposes.

Digitization of Sector Economies:

Digital Nepal Framework — 2019 has forgotten
certain important sectors of the economy within
primary, secondary and tertiary sectors to enable
the backward-forward linkages. It seems a very
heavy documents with lots of country examples
and explanations instead of ‘to-the-point’ solid
priority sectors identifications. One of the good
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examples in this context is that it talks only
about the Urban Infrastructure in its 8 (eight)
sector identification framework, however it
doesn’t touch upon the Rural Infrastructure and
Retail digitization. Whereas, the utmost need of
the time is to focus to the rural and retail level
digitization, if we really want to expand the size
of the cake of current digital market of Nepal
for fuller digitization. In this context, related
stakeholders must jointly work to produce the

synergy.
Concluding Remarks for BFIs

As a final thought, it is utterly speculated that
large Fintech or IT companies might create
a modern digital bank that could seriously
challenge, or even replace, traditional banks in
the future. While this hasn’t come out visibly
yet, still there are strong reasons to think
its possibilities. It is evident that BigTech
companies already started to offer financial
services. Examples of the same are that Apple
has Apple Pay, a credit card, and even savings
accounts; Google and Amazon offer payment
services and digital wallets; and companies
like Alibaba (Alipay); and Tencent (WeChat
Pay) offer similar to banking services through
mobile apps. These companies already have the
platforms, customer base, and financial strength
to expand into full digital or neo banking. Their
user experiences are much better because their
services are easy-to-use, fast, and convenient
services. For example, one can open an account
or get a loan in minutes through fintech apps,
while traditional banks may take it days to
happen. Personalization, automation, and 24/7
access are basic standards in tech apps, giving
them an edge over many traditional banks with
outdated systems. Because of having big-data
advantages, they assess risk properly, detect
fraud, and customize financial services more
effectively than many banks. Interestingly,
Amazon might understand a user’s financial
habits better than their own bank. These big
IT companies might reach to the clients at
large faster than banks through social group
messaging techniques.

However, banking is heavily regulated.
Governments and central banks are careful
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about letting private tech firms control financial
systems. Banks have built a trust among
people, which can’t be easily diverted. Trust,
legal protection, and customer service remain
strengths of established banks. In the middle
of these opposing thoughts, Nepalese banks
and financial institutions should proceed
further wisely keeping abreast of contemporary
technological developments and their adoptions
where business value, Dbetter customer
service, security enhancement and regulatory
compliances are maintained. My ultimate take
is that every BFIs should eye on transforming
themselves truly to digital bank under existing
paradigm focusing to digital banking in Nepal.
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Bridging Continents: How Nepal’s
Insurance Sector is Forging A
Path to Global Partnership and

Prosperity

A new dawn for financial stability and
economic resilience:

In the majestic shadows of the Himalayas, a
quiet yet powerful transformation is reshaping
Nepal’s economic landscape. While the world
often perceives Nepal through its stunning
natural beauty and rich cultural heritage, a
sophisticated and dynamic financial sector
is emerging as a cornerstone of the nation’s
future prosperity. At the heart of this evolution
is the insurance industry, a sector that is
rapidly transitioning from a nascent market
to a resilient and strategically vital partner for
global collaboration. This article delves into
the remarkable journey of Nepal’s insurance
sector, its foundational principles, impressive
growth, and strategic vision that position it as a
compelling opportunity for others.

The concept of insurance in its most fundamental
form is not new to Nepal or the Eastern world. It
is rooted in ancient communal traditions, where
communities would pool resources to support
members facing adversity. From providing grain
during famine to offering labor after a natural
disaster, these early social safety nets laid the
groundwork for a collective approach to risk
management. The modern commercial insurance
industry, guided by the robust provisions of the
Insurance Act, 2079, represents the pinnacle
of this evolution. Today, under the astute
supervision of the Nepal Insurance Authority,
the sector provides more than just financial
protection; it is a critical engine for capital
formation, investment, and social security. By
channeling premiums into productive sectors,
the insurance industry is a key driver of liquidity
and a catalyst for economic dynamism, fueling
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growth across finance, health, agriculture,
tourism, and infrastructure in Nepal.

From humble beginnings to a modern
market:

Nepal’s  insurance sector has  grown
extraordinarily over the past decade. What was
once a small, fragmented market consolidated
into a mature and well-regulated industry. As of
mid-July 2025, the market boasts 37 insurance
companies, including 14 life insurers, 14 non-
life insurers, 7 micro-insurers, and 2 reinsurers.
This institutional expansion is a clear indicator
of the market's increasing sophistication and
capacity to meet the diverse needs of a growing
population. The entry of reinsurance brokers
has further enhanced market efficiency and risk
management capabilities, aligning the sector
with the best international practice.

Perhaps the most compelling metric of this
progress is the dramatic increase in insurance
penetration in the country. In the fiscal year
2014/15, life insurance penetration stood at a
mere 12.5%. Today, this figure has soared to
an impressive 47.95%. This incredible growth
is evidence of the tireless efforts of the Nepal
Insurance Authority and the government in
promoting insurance education, fostering
digital access, and launching comprehensive
awareness campaigns. While this achievement
is significant, it also underscores a massive
untapped potential: over half of the population
remains outside the insurance ecosystem,
representing a vast greenfield opportunity for
future growth.

This expansion has been underpinned by bold
and effective regulatory reforms. The Nepal
Insurance Authority’s decisive actions regarding
mergers, acquisitions, and capital increments
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have fundamentally reshaped the industry. By
consolidating the number of companies and
strengthening their financial foundations, the
authority ensured institutional stability and
resilience. The results are striking: the total
paid-up capital of the sector grew from NPR
532.79 crore in 2012/13 to an astounding NPR
8,420.50 crore in 2023/24. Concurrently, the
insurance fund, the crucial long-term reserve for
claim settlements, has grown nearly fourteen-
fold to reach NPR 68,314.91 crores. These
figures reflect financial strength and signal a
growing capacity to handle large-scale risks,
providing a secure foundation for policyholders
and investors.

The economic contribution of this sector is
equally impressive. Total premium collection
surged from NPR 1,526 crore in 2009/10 to
over NPR 19,750 crore in 2023/24. This robust
growth has elevated the insurance sector's share
of Nepal's Gross Domestic Product (GDP)
from 1.28% to an estimated 3.69% by the end
of FY 2081/82. Beyond the numbers, the sector
has become a major source of employment,
creating over 12,245 direct jobs and indirectly
supporting more than 330,000 agents and 1,248
surveyors. This growth creates a ripple effect
throughout the economy, boosting government
revenue and fostering skilled workforce.

Navigating the headwinds: challenges and
committed solutions

No journey of growth is without its challenges,
and Nepal’s insurance sector is no exception.
The industry's expansion has highlighted
several areas that require focused attention and
strategic intervention.

One of the most pressing issues is the backlog
of pending claims settlements. As of mid-May
2024, life insurers had 54,422 pending claims
worth NPR 4.58 billion, and non-life insurers
had 106,757 pending claims worth NPR 30.46
billion. This is a significant concern that can
erode public trust and undermine the purpose
of insurance. The Nepal Insurance Authority is
aware of this challenge and has implemented a
rigorous grievance registration and settlement
mechanism to address it. The Authority is also
exploring regulatory measures to streamline
claims processes and ensure timely payouts,
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reinforcing the commitment to

policyholders.

industry’s

Another notable challenge is the increasing
number of policy surrenders and lapses. The
latest figures show 98,041 surrendered policies
and 1,243,769 lapsed policies, with substantial
financial value attached. While the surrender
amount saw a slight increase, the overall trend
indicates a need for more effective policyholder
education and product innovation. This trend
suggests that a segment of the population may
not fully understand the long-term benefits of
these policies or that the products on offer may
not perfectly align with their financial realities.
To counter this, the Authority champions
transparency and accountability, encouraging
companies to develop more flexible and
accessible products and invest more heavily in
client education.

Furthermore, the recent global and national
economic slowdown has had a significant impact
on the sector. A decelerating economy, with its
consequent reduction in disposable income and
investment capacity, has tempered the pace of
premium collection growth. This is a temporary
headwind and not a fundamental flaw. The
industry's resilience and long-term trajectory
remain strong, and the Authority is proactively
implementing policies to ensure that the sector
remains robust, even in challenging economic
climates.

In response to these challenges, the Nepal
Insurance Authority adopted modern, forward-
thinking supervisory tools. The transition to
Risk-Based Supervision and the implementation
of solvency regulations are transformative
steps. These measures ensure that insurance
companies maintain sufficient capital reserves
to cover their risks, thereby fortifying their
financial stability and protecting policyholders'
interests. These regulatory actions are not
merely reactive; they are proactive strategies to
build a stronger, more resilient industry that can
withstand future shocks and continue its path of
sustainable growth.
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The future of Nepal’s insurance sector is bright,
filled with a constellation of opportunities
that make it a compelling proposition for
international partnerships. This market is poised
for a new wave of innovation and expansion,
and Global partners are uniquely positioned to
be part of this journey.

1. A digital revolution and the power of Al:
Digital transformation is no longer a luxury
but a necessity. The sector is on the cusp
of a digital revolution, embracing cutting-
edge technologies such as data analytics and
artificial intelligence (Al). Integrating these
tools into every aspect of the insurance value
chain, fromunderwritingandrisk assessment
to fraud detection and claim settlement,
will dramatically improve efficiency
and customer experience. European
technological expertise and investment can
accelerate this transformation, helping to
build a transparent, fast, and highly reliable
digital insurance ecosystem. By leveraging
Al to create personalized, customer-centric
products and services, the insurance sector
can capture the vast uninsured market with
unprecedented precision and speed.

2. The wuntapped potential of micro-
insurance: With over half the population
still without insurance, the expansion
of micro-insurance is a critical strategic
priority. This is particularly vital in a
country such as Nepal, where a significant
portion of the population is engaged in
agriculture and is vulnerable to natural
disasters. Developing and distributing
affordable, simple micro-insurance products
for smallholder farmers, informal sector
workers, and rural communities will not
only enhance financial inclusion but also
build a crucial safety net against climate-
related risks.

3. Gateway for foreign investment: The
Government of Nepal has a clear and
welcoming policy for foreign direct
investment (FDI) in the service sector,
including insurance. This presents an
immense opportunity for European insurers
and reinsurers to enter the high-growth
market. FDI can bring not only capital

but also invaluable global best practices,
technical know-how, and advanced
product development capabilities. A
partnership with international players will
not only enhance the competitiveness of
the local market but also elevate Nepal’s
insurance sector to meet global standards.
This is a symbiotic relationship in which
international partners gain access to a
promising, expanding market, and Nepal
benefits from the knowledge transfer and
institutional strengthening that comes with
1t.

4. Sustainable and climate-resilient
insurance: As country highly susceptible
to the impacts of climate change, Nepal has
a unique and urgent need for sustainable
and climate-resilient insurance solutions.
This includes developing products for
flood, landslide, and earthquake risks, as
well as parametric insurance solutions that
automatically pay out based on pre-defined
triggers. This is an area where European
expertise in green finance and climate risk
modeling can have a profound and lasting
impact.

Conclusion:

Nepal's insurance sector is at an exciting
crossroads. It has successfully built a managed,
regulated, and rapidly expanding market from
its traditional roots. While facing predictable
challenges that come with accelerated growth,
the Nepal Insurance Authority is demonstrating
a clear and unwavering commitment to
addressing these issues and building an industry
that is transparent, stable, and trusted.

For Asian and European insurance enthusiasts,
the message is clear: Nepal's insurance industry
is not just a market; it is a dynamic partner in
a nation's journey towards economic resilience
and prosperity. It offers a unique opportunity to
contribute to social and financial inclusion while
tapping into high-growth sectors. By embracing
digital innovation, expanding micro-insurance,
and welcoming foreign investment, the industry
is poised for an even more spectacular future.
Through strategic partnerships, bridges can be
built between vibrant financial markets and the
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promising, resilient heart of Nepal, creating a
prosperous tomorrow for all.
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Decision Making of Managers:
Play of the “Invisible”

Before considering it a formal and deliberate
activity of management, decision making is at
first in our everyday life. One has to face the
challengein making a choice among alternative
feasible options of action each leading to
some merits and demerits as compared to one
another. While taking decisions in personal
and family matters are the subjects of one’s
personal likes and preferences, guided by
one’s convictions and own ways of reasoning,
decision making in the context of organizations
requires coherenceto the formally set out plans,
budgets, and the limits of authority rather
than subjective choices of a person. Formal
procedures of decision making are established
in order to ensure utmost objectiveness in
decisions of managers. But still, the influences
of psychology, intuition and organizational
politics are more influential and decisive. Here
in this article I would like to explore more of
this ‘invisible’ dimension in decision making
function substantiating from some relevant
investigations and writings available from
previous works. The opening discussion of the
basic ideas shall just be a context setter.

Basic Idea

The life of a person or organization, is a smooth
and predictable journey. Different opportunities
and troubles come during the journey. Decision
making is basically the act of selecting a right
or most favored course of action to tackle the
problem. As we observe in personal lives, one
or few decisions - like the choice of faculty as
an intermediate student or the line of business
chosen while starting an enterprise- can change
the trajectory in the entire life of a person. Since
an organization is a formal entity involving the
interests and concerns of many individuals,

Shikhar Nath Khanal
Senior Manager
Nepal Bank Limited

decision-making within it becomes far more
significant than in one’s personal life.

Decision-making is an indispensable aspect
of management in any organization. As the
renowned 20th-century management thinker
Peter Drucker—often referred to as “the man
who invented  management”—remarked,
whatever a manager does, he does it through
decision-making. It is a non-negative function
of management, meaning that even choosing
not to make a decision constitutes a decision in
itself. Such implicit inaction reflects a decision
to maintain the status quo and face future
situations unprepared. Therefore, managers
are fundamentally decision-makers; one who
cannot or is unwilling to make decisions cannot
truly be considered a manager, regardless of
possessing other desirable managerial qualities.

Viewed from a different perspective,
management is a practice of knowledge
and discretion. A manager has to be well-
acknowledged of the present state of affairs
and how the situation developing around could
affect the organization. In order to support a
manager in taking decisions there a team of
advisors, information channels, information
processing system and according to the gravity
of the issues to be decided upon, a defined
process of deliberation and evaluation. Some
guiding principles and rigor of the process are
set forth to keep decisions most objective and
free from personal biases and prejudices that
could otherwise sway the decisions far from
what is right and rational. In this paper I like
to dig into the factors- political, psychological
or intuitive - that influence the decision makers
in taking unpredictable and exotic-looking
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choices while shortening the discussion of the
fundamental concepts.

A Permeating Function of Management

The concept of management appeared fuzzy and
undefined before the functions of management
were distinctly identified and convincingly
established by the nineteenth century
management thinker Henri Fayol. Decision
making is such an act that runs across the
entire realm of planning, organizing, staffing,
leading and controlling - the most celebrated
categorization of the functions of management.

Decision making is taught in elementary courses
of management in the format of a rational
model of decision making. This model provides
most logical prescriptive view of decision
making. Though this model rests on some
idealistic-sounding assumptions like problems
and prospects are clear, certain, managers have
total information, they are capable of assessing
the consequences, they are always rational to
maximize the benefits to the organization and
no time and budget constraints exist, it can serve
as the ideal starting point to understand the
realities of the decision-making function. But in
the actual workplace we never come across a
situation where all of these assumptions hold.
Neither the problems and options are clearly
traceable, nor the consequences of a decision
are precisely predictable, nor the fact that
managers as human beings can be free from
biases and personal interests, working fully
with an organizational mindset. The departure
is from the inquiry into how people act when
the postulates of the rational decision model do
not apply. How would the gaps in the required
information be filled? How would the dissenters
be convinced to work on the chosen strategy?
How would the consequences if unfolded
otherwise, be defended?

Act of Human Mind

Though formalized into a defined step-by-step
function of management, a decision is ultimately,
a choice of a human mind. The rational steps are
followed as the matter of defined procedure. A
decision situation is identified (I.e. the need of
taking a decision is realized), time and budget
premises are considered, alternative courses
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identified, the impact of choosing each of them
studied, different information gathered and
several rounds of discussion held in the rigor
of analysis, and some technical committees are
also formed and assigned if the task is complex
and technical. But when the time comes about
making the actual decision or choice, the human
factor comes to override the spirit of the rational
process. Intuitive, political and psychological
factors come to play. Gut feeling of the decision
maker can be different from the conclusion
served by the study team. Some undisclosed
prior commitments of the final decision-
makers can drag to some unfathomable turns.
Sometimes, decision-makers are not willing and
courageous enough to break the general trend
or pattern followed by peer organizations. This
represents the truly decision-making step that
comes to be the most unpredictable moment in
the entire process.

Social and cultural psychologist Jonathan
Haidt in his book The Righteous Mind (2013)
discusses the rational and intuitive process with
interesting anecdotes of research findings. He
uses the metaphor of intuitive dog and rational
tail to confer that just like how a dog joggles its
tail, it is the intuitive mind that first works and
the rational mind of reasoning later on serves to
search for the reasons to justify what decision or
action of choice is already made. This idea helps
us understand the reality behind unpredictable
and unreasonable looking decisions despite
sufficient deliberation and weighing of different
factors or consequences pertaining the issue.

Not just sometimes but much often, one
fascinating hidden player could be the dreams
and undercurrents in the subconscious mind.
When one is facing personal dilemma or some
predicament like career shifts, establishing
or breaking relationships, dreams and
fragmented pieces of experiences and not-well-
acknowledged feeling in the subconscious mind
come to affect his/her choices and decisions.
Such factors interestingly, could be behind
the unexpected and last-minute twists in most
decisions.
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Departure from the Rational Model:
Managers’ Short Circuit in Decision Making

Behavioral decision-making models represent a
departure from the classical theory of rational
decision-making model. Along this idea have
emerged a number of decision models that
can be placed in a continuum with Economic
Rationality at one end and the Social Model at
the other. Between the two extremes fall the
Bounded Rationality Model and Judgmental
Heuristic and Biases Model. The social model as
the extreme opposite of the economic rationality
views humans as the bundles of feelings,
emotions and instincts, decisions bound to be
guided by social influences and unconscious
desires. Decisions in a business organization
could be about replacement of the old plant or
machinery with new less polluting technology,
introduction of new scheme of employee
benefits, introduction of new product line,
entering a new segment of market, etc. In such
decisions the analysis do and have to go beyond
the calculation of monetary cost and benefits.
How will the decision be taken or responded
by my employees, customers, competitors or
the business community? Would the decision
help to dispel the impression of management
being traditionalistic? What precedence shall
the present decision set up for future situations?
How would the decision correct the wrong
impression save face from past impolitic
decisions? This type of questions strikes the
mind of the decision maker going beyond the
calculations and recommendations presented
by the analytical team. These considerations
in fact, constitute the invisible though decisive
part of the decision-making process.

Bounded Rationality Model proposed by Herbert
Simon captures some reality departing from
the rational model. This model assumes that
managers choose “good enough” alternatives
than striving for the best. Interesting but true,
looking for “good enough” relieves managers
from the need of exploring all possible
alternatives though they are still rational and
careful of the benefits and harms of the available
alternatives.

The next extension from the Bounded
Rationality Model is the Judgmental Heuristics

and Biases Model that draws mostly from the
cognitive theorists Kahneman and Tversky.
Heuristics means the tendency of using shortcuts
based on past experiences, simple rules and a
cognitive processing instead of digging into
relevant records, data and information to base
a decision. Heuristics can also be observed in
three types. Confirmation bias is the tendency
to search for the reasons and justifications that
fit to the existing beliefs of the decision maker.
Availability heuristics means the tendency to
basethedecisions on easily available information
and instances instead of exploring all relevant
information. Anchoring refers to the tendency
to rely much on the first piece of information or
being swayed by the “first impression” of the
decision situation in the subsequent analysis
and choices to be made.

Kanheman in his book Thinking: Fast and Slow
presents an interesting example to show how
heuristic works to create and judgment without
bothering to take care of the factual information.
The finding of fewer kidney cancer cases in
some rural and sparsely populated counties in
Republican states in the Midwest, South and
West of the United States makes one easily
and without going into the complex analysis
infer that living in a clean, unpolluted areas
with fresh and additives-free food habits could
be the cause of lower possibility of kidney
cancer. Presenting the case of more cases of
kidney cancer in similar villages again made
one to conclude that poverty, lack of enough
awareness and healthy habits, lack of access to
medical care or use of tobacco or alcohol in the
village people could be the cause of more cases
of kidney cancer. In the two cases our mind
tends to associate the statistical finding to the
reasons of kidney cancer rather than exploring
the real causes from the perspective of medical
specialty. The poverty, distributed population or
Republican party in fact could have no relation
to the spread of kidney cancer.

The example shows how our mind tends to
relate the quick statistics to causation and fails
to reach a sensible conclusion. The lesson to
managers could be that in the temptation of
becoming quick and smart if they fall out to
take decisions based on such false impression
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and inadequate picture, results could really be
devastating.

Abilene Paradox

The 1960 story of Abilene Paradox is an
interesting piece of story of how rationality in
decision making is swayed by group psychology
and a desire to keep conformity to the group.
Dr Jerry B Harvey, a PhD. in social psychology,
Professor Emeritus at The George Washington
University recalls a true story from his life
when he with his in-laws happened to make
a loathsome trip to a small town of Coleman
in a hot July afternoon failing to voice the
opposition. In the story, the group takes the trip
of 170km in a non- air-conditioned car through
a dusty road in the hot afternoon and the dinner
at a local cafeteria also quite bad. The idea
of the trip was agreed upon by all despite the
difficulties everyone guessed about, but nobody
spoke out to object. Nobody liked to break the
silent consensus to the idea. Only when upon
arrival back home, Harvey quipped, ‘It was a
great trip, wasn’t it?” all the hell broke loose.

The lessons of the story of Abilene Paradox
is applied to the contexts of organizational
decision-making process where the members in
the decision-making team prefer to stay reserved
and not express the opinions that go contrary to
the idea introduce for discussion. This factor or
the tendency to stay reserved in order to avoid
the contradiction to the boss impairs the process
of healthy deliberation on the alternatives and
reduces the entire process into a dry formality.

Extensions from Behavioral Economics

Behavioral economics, a contrarian discipline of
Economics builds on the basic proposition that
people are not always rational as economists
presume in their theories. Richard Thaler in his
book Misbehaving (2015) uses the term Econ to
indicate the rational economic man called Homo
economicus and show how the behavior and
economic choices of actual Humans contrast
with that of the fictional creature. He discusses
with interesting research cases and findings on
what are called Shadow-of-past effect, house-
money effect, break-even effect that manifest
in people’s choices and decisions deviating
from the mindset of strict economic rationality
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on finance matters. In managerial decision
making too, final selection of the courses of are
ultimately taken by human heads despite that
guiding policies and procedure are set to keep
them take a rational and objective course. When
human mind gets the final move to play, it may
and mostly, does deviate from what the pure
economic would suggest.

How to be objective, How much to be
mechanic

Is it advisable to be totally free of human
intuitions and make decision making a purely
mechanistic phenomenon? It may be easy to say
decision making should be a blend of rational
calculation and political correctness. But the
matter of fact is that the emotional intuition of
the decision maker also inevitably comes to
play. How could one find a right balance among
the three? Of different questions to decide upon,
one could in some cases be more rational, in
some others political and in still some others the
intuitions may dominate. But is it possible or
meaningful to attempt to chart out what stance
to adopt in what type of questions and issues? It
may be advisable to be “just calculative’and little
need to be political in situations of programmed
type of decision making. Specified decision
criteria like hurdle rate of return, reorder level
for inventory, liquidity ratio to be maintained
once set can guide the decisions on operational
issues fairly. Strategic decisions like entering
the new markets, introducing new product,
change in the features and designs of products
or services could be inspired by the hidden
intentions of the top executives to do different,
make a different impression or the effects of
their own experiences of some past success or
bitter failures across their personal career. So,
the play of the invisible part is naturally more in
higher level decisions rather than lower levels.

Final Remarks

Yes, we had a fairly long and interesting
discussion on decision making. Having
discussed the play of managers’ psychological
biases and inner mental processes in decision
making, the defined steps of the decision
making as a function of management appears
just a showy academia than reality. The
sequence of the steps in rational decision-
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making process taught in elementary courses of
management seems quite naive and deceptively
oversimplified when we consider the complex
play of the invisible in actual decision making.
This invisible part is but a reality. The use of
discretion and experiential knowledge should
not always be taken in negative sense. The
technical appraisal of alternatives may not be
free of limitations. Management frequently
has to transcend the role of mere announcer of
the conclusions of technical appraisals. Longer
term and cross functional repercussion need to
be considered. While lower and middle levels
are tempted to see the decisions that address the
working level realities, seeing a wider picture is
the crucial attribute of higher levels. Periodical
review of the psychological biases and their
impact on decisions could be of great help in
containing the undue distortion in decision
making- personal as well as managerial.
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Dynamics of Deposits and Credit:
Implications for the Economy

Introduction

Banking forms the cornerstone of every modern
economy by mobilizing savings, channeling
funds into productive sectors, and ensuring
financial stability. In Nepal, the formal banking
system began with the establishment of Nepal
Bank Limited (NBL) in 1994 BS, marking a
transition from the pre-banking era, when Sahu
Mahajans provided loans to the public without
accepting deposits. The establishment of NBL
introduced systematic financial intermediation,
laying the foundation for Nepal’s modern
banking culture. The Central Bank of Nepal
(NRB) was established in 2013 BS, followed by
Rastriya Banijya Bank Ltd. in 2022BS and the
Agricultural Development Bank Ltd in 2024BS.
In the early 1990s, foreign joint-venture
banks entered Nepal, introducing modern and
systematized banking systems, international
trade, and having competitive service standards.
The banks and financial institutions (BFIs)
contributed significantly, despite profitability
was the primary objective.

These days, the major emerging concern is
about digital banking, and its application
that requires customization, while managing
the risks arising from its implications in the
financial market is more crucial. Despite all,
balancing deposits and credits are the lifeline of
banking operations. Proper balance of these two
factors is more challenging and without which
financial stability is almost impossible in Nepal.
Whereas credit flows are highly effected and
almost driven by remittance.

Evolution and Role of Banking in Economy

In Nepal, the establishment of the Central Bank
institutionalized financial regulations, discipline
and monetary policy in the banking and
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economy. A sound, strong, and efficient banking
system underpins stability, but the fragility in the
financial system can undermine growth and may
erode economic confidence. So, a supervised,
regularized, and structured financial ecosystem
has been developed through the expansion of
commercial banks, cooperatives, development
banks, and finance companies. BFIs plays vital
role for economic development by converting
savings into productive investment, managing
financial risks, facilitating payment mechanism,
and availing liquidity in the financial system.

Deposits: The Foundation of Banking

The foundation of banking system is deposits
which reflects the trust for individuals and
institutions by safeguarding their funds and
providing the proper return according to
their type and size. All these funds include
savings, fixed, current, and call deposits which
provide the main source of liquidity, a broader
financial and banking system. In Nepal there
are 60,158,433 number of accounts and overall
deposit to GDP stands at 118.57 as on mid.
August, 2025 (www.nrb.org.np).

A strong and diversified deposit base is essential
for the strength and stability of banks which
is monitored from assets and liability report
regularly. It allows BFIs to meet withdrawal
demands, extend credit, and fund investment
activities that drive economic growth. Deposit
growth is influenced by interest rates, public
confidence, accessibility of banking services,
digital innovations, and macroeconomic factors
such as inflation. It is important to build up
financial resiliency of banking sector, by
enhancing financial inclusion from the deposits
in underserved areas, and reducing reliance
on informal lenders. However, due to better
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income opportunities, access to BFIs, deposit
concentration remains higher in the urban areas,
while rural regions continue to lag.

Remittance is the return of hard work and
sacrifice of the people who worked in Gulf
countries and others in search of opportunities.
So, the remittance plays a vital role in
channelizing and sustaining deposit growth from
the household savings. Therefore, it is the most
important to make the staff of the BFIs more
efficient, competent, and vigilant to address the
seen and unseen risks, from inside and outside
of the banking industry through the repetition of
training, research, and development.

Remittance inflow in Nepal has shown a
generally increasing trend over the past decade,
despite a few short-term fluctuations. From NPR
665.06 billion in 2015/16, it rose steadily to
NPR 1,723.27 billion in 2024/25 over a decade.
A moderate growth was seen from 2015/16 to
2018/19, with annual increases between 5%-
16%. And a slight decline in 2019/20 (- 4.3%)
was likely due to the COVID-19 pandemic,
a global economic slowdown. The inflow of
remittance rebounded from 2020/21 onward,
showing a consistent double-digit growth in
2024/25 stands at NPR 1,723.27 billion, an
increase of 19% compared to previous year. It
shows robust upward growth, mainly from Gulf
countries, Western countries, and Malaysia
(www.nrb.org.np).

Credit: The Engine of Economic Growth

Credit is the lifeblood of the economy, enabling
BFIs to provide funds to agriculture, business,
households, industries, and governments etc.,
for various needs. The heart of banking is the
conversion of deposit into credit, that increases
the multiplier effect to the economy. Credit
enables economic activities by easing capital
constrains. The government of the third world
should work jointly with private sectors to
improve supply constraints (N. Dhungana,
2013). As of mid of August 2025, the total
credit to GDP stand at 91.31; whereas the total
loan loss provision stands at 5.09.

Credit drives growth by converting savings
into investment, which depends upon on
effective allocation of the investment. The

core investment instruments are micro, small
and medium enterprises (MSME), small
and medium enterprises (SMEs), industries,
infrastructure which stimulates long term
development and  growth.  Conversely,
excessive credit towards consumer loans, real
estate, speculation, or unproductive ventures
can trigger asset bubbles, inflation, and unstable
financial system. Access to credit enhance
productivity gains, technological adoption,
business growth, and expansion, creating
a virtuous cycle of growth. Credit enables
innovators to transform ideas into business,
fosters entrepreneurship into business while
financing critical infrastructure projects roads,
hydro-powers, and communication networks
etc., that strengthen national competitiveness.

Few indications of GDP and private sector’s
credit growth: During the period fiscal year
(FY) 2012/13 to FY 2014/15 economy of
Nepal recorded at moderate growth in real GDP
between 3.4 % and 5.4 %. Whereas domestic
credit growth average around 13% to 16%,
supported by stable financial sector conditions
and gradual post-conflict economic recovery.
During the fiscal year 2015/16 the real GDP grew
by 4.4%, following the year 2015 earthquake, as
reconstruction activities began. Credit growth
increased to reconstruction and infrastructure
sectors indicating strong growth of 15.8% in
the same year. During fiscal year 2016/17 to FY
2018/19 recorded a high-growth of GDP from
5.4% to 6.8%, driven by improved agricultural
rebound, improved electricity supply, and
remittance-backed consumption. During FY
2017/18, domestic credit growth peaked at
22.3%, showing robust private sector borrowing
amid optimism after the new federal system was
implemented. Economic activity contracted by
-2.4% due to the COVID-19 pandemic and
lockdowns during the FY 2019/20. During
same time consumption and investments were
heavily disrupted and credit growth fell to
12.6%. During FY 2020/21 the real DGP growth
rebounded slightly with 3.98% as domestic
credit surged to 26.3%, which was a reflection
of liquidity support, expansionary monetary
policy, and credit relief, recovering the sluggish
business of pandemic. During FY 2021/22
supported by tourism and increased remittance
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inflows, growth rate recorded at 5.49%, but the
domestic credit growth stood at moderate rate
of 13.3%, as the NRB issued control policies
for imports and inflation. During FY 2022/23
credit growth was weakened to 4.6%, which
is one of the lowest rates of the decade, due to
restriction on import, reduce domestic demand,
global price shocks, liquidity constraints, and
cautious lending behavior of BFIs. Hence
economic growth recorded to a lower rate of
1.86%. After easing import controls, improved
agricultural output, a modest credit growth of
6.1% was recorded, with economic growth of
3.87% (source: www.nrb.org.np).

In fact, credit allocation in Nepal is uneven.
BFIs concentrate lending on personal
consumption, real estate attracted by faster
returns, lower risk, leaving other sectors like
MSME, SMEs, agriculture, and manufacturing
underfunded, though their potential to generate
income, export, employment, foreign currency
income, use of raw materials underserved. Most
relevantly, BFIs suffers from profit mania and
the promotor desire fast return and recovery
with higher yield. Investments of BFIs are
concentrated to limited businessman who
possess higher concentration risks. Their assets,
liabilities may not have been properly assessed,
increasing the likelihood of significant losses
for the BFIs. In such a financial environment,
cash conversion cycle is circulated within a
single business house in the name of different
business companies. Investment on priority and
production sectors is important for inclusive
finance, reinforcing stability, and resilience of
the financial system.

The Dynamics Between Deposits and Credit

The deposit-credit ratio is the key indicator that
reflects the relationship between deposits and
credit, showing how efficiently BFIs utilize
deposits to create loans. An efficient ratio signals
healthy circulation of funds, while extremes
indicate potential risks. Excessive credit growth
relative to deposits can overheat the economy,
creating asset bubbles, inflationary pressures,
or liquidity shortages. Conversely, despite the
ample deposits, slow credit growth may pacify
economic momentum due to over conservative
in lending, low business confidence.
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During the period of COVID-19, Nepal
experienced a rapid credit growth, particularly
in consumer lending and real estate, often
outpaced deposit growth, causing liquidity
crises and challenges for BFIs in meeting
withdrawal demands. These mismatches
disrupted investment flows, elevated interest
rates, and slowed overall economic growth.
Immediately after the COVID-19, there is high
growth in deposit but less demand for credit
despite very low interest rate for loan. It is
witnessed that during 2007/8 U.S. subprime
mortgage crisis demonstrated the dangers of
unsegregated credit growth and speculative
lending, triggering systemic instability.
Conversely, economies with underdeveloped
credit markets often experience sluggish growth
due to underutilized deposits. Therefore, to
maintain equilibrium between credit-deposits is
critical. Further, effective mobilization of saving
and channeling loans into agricultural sectors,
MSME, SMEs, Industry, and infrastructure is
smart work in BFIs. Hence, robust depositor’s
confidence, responsible lending practices, and
prudent regulation are necessary to sustaining
critical balance. For the establishment of strong
and stable BFIs’ system, the health of the
deposit-credit ecosystem is crucial.

Inthe contextofNepal, there is no properresearch
and development department to evaluate the
investments of respective BFIs based on per
capita production, consumption, and demand;
however, direct or indirect competition to
earn higher profits still persists. The unhealthy
competition among BFIs, along with increased
capital, compelled them to expand their
investments, minimizing risks only on paper.
Hence, the profits were recorded as higher than
they actually were, and as a result, credit bubbles
persist. Hence the profit accounted higher than
the actual, hence the credit bubbles persist. Such
a banking environment largely emerged during
the COVID-19 pandemic.

Implications for the Economy

A balanced flow of deposits and credit drives
growth by channeling funds to productive
sectors like agriculture, manufacturing, and
MSMEs, strengthening the economic base
and competitiveness. Financing on industries,
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trade, and infrastructure creates jobs, improves
livelihoods, and stimulates various economies
across Nepal. BFIs’ financing highlights the
transformative role of deposits and credit.
By mobilizing deposits into large-scale
projects like hydropower, industry, roads, and
telecommunications, BFIs boost productivity,
inclusion, and efficiency. Credit to marginalized
groups, women, and small farmers promotes
sustainable and equitable growth, while
remittance-driven deposits need to be directed
toward productive lending, deprived or rural
finance, and financial literacy. Both the Deposit
and credit jointly serve as catalysts for resilient,
inclusive, and sustainable economic growth.
Nevertheless, the unhealthy competition for
credit among BFIs, which has persisted since
the COVID-19 pandemic, has disrupted the
regulatory balance between deposit mobilization
and credit disbursement. Such chaotic pattern
has imbalanced the steady financial environment
and ecosystem of lending.

Challenges and Issues in the Deposit — Credit
Dynamics

Theproblemisthatthe financial literacy is limited
in Nepal which is compounding problems.
So, the small and individuals’ enterprises lack
awareness of the financial importance and its
products, repayment obligations, management
of credit, poor borrowing decisions, and other
factors of business. The higher fluctuation in
interest rates, in both deposit and credit, losses
the confidence of both parties involved. Further,
it reduces confidence of investors as well as
depositors, which has been common issues in
Nepal, due to weak regulation of the central
bank.

Secondly, informal credit markets persist in
underserved areas, offering easy but costly
access to funds. Limited awareness of financial
products and its management often lead to over-
indebtedness and defaults, undermining the role
of formal banks and diverting deposits toward
secondary markets. From the past experience,
it can be concluded that policy and political
uncertainties persist in Nepal which introduce
risks. Regulatory inconsistencies, delayed
enforcement and frequent policy shifting to

left or right can affect lending confidence, and
financial stability.

After the COVID-19, NRB faces the challenges
in supervising a diverse banking sector, like
controlling nonperforming assets, managing
liquidity to ensure the prudential banking
norms. NRB alone cannot exclude the external
shocks due to marketing environment created
by economic blocked of India, Tarai Movement,
pandemics, exchange pegged with India and
other inflationary pressures to deposit-credit
nexus. Which in turn bursts in economic
slowdowns leading to higher number of
defaults in credit, deposit growth and increases
banks risk while emergencies often necessitate
rapid deployment of credit and institutional
resilience. Hence, the requirement is to provide
a multi-faceted approach, which can be
delivered through robust regulatory oversight,
targeted policy interventions, an adaptive
risk management framework, and region-
specific capacity-building in financial literacy.
After tackling these issues, the dynamic of
deposit-credit can be strengthened to resilient,
proactive, inclusive, and productive economic
development. Deposits and credit play main
role to drive economic growth, efficiency,
stability, and other challenges in the developing
countries like Nepal.

Policy Measures and Future Directions

Strategic policy measures, and well-coordinated
interventions can optimize the dynamics of
deposit-credit. By enhancing the financial
inclusion objective of expanding services in
the under-served communities, rural areas, and
marginalized groups of people assure broader
participation in the formal system of banking.
By doing so it not only increases the deposit
mobilization but also enhance productive credit,
and fosters to inclusive economic growth.

In the present context of economic environment,
promoting digital banking and fin-tech
solutions offers significant opportunities, while
strengthening regulatory frameworks remains
equally essential. Digital lending platforms
reduce transaction costs, improve accessibility,
and enhance online transactions, accelerate
credit delivery and improve accessibility
in remote and hard to reach areas. So, by
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strengthening the risk management practices,
aligning with the guidelines of Basel, and
implementing robust prudential norms bank can
maintain stability, and support lending digitally.

Encouragement toward credit flow like
agricultural and productive sectors, SMEs,
MSME, and green economy enhance economic
development and growth. Further credit
guarantee, targeted lending, and complemented
technical assistance can further ensure the
fundingisorientedtowardlongtermdevelopment
and growth activities. Such activities further
enhance depositors’ confidence, transparency,
effective operations and communications,
enforcing strong banking foundation. Strategies
of regulations, innovations, and inclusion will
definitely enable banking sector of Nepal to
serve as true engine of equitable and sustainable
economic growth and development. Further,
balancing short term liquidity management
and long-term development finance is the key
for policy formation. Therefore, a coordinated
efforts between banks and policymakers are
essential to ensure that deposits are efficiently
transformed into credit to promote social
inclusion, sustainable economic growth and
resilience against external and internal shocks.
Key policy measures are:

1. Strengthen financial inclusion and deposit
stability.

2. Enhance quality of credit and productive
allocation.

3. Strengthen
frameworks.

supervisory and regulatory

4. Build institutional capacity and financial

literacy.
5. Promote green banking and digital
transformation.

6. Optimize liquidity and mitigate interest rate
volatility.

7. Strengthen deposit-credit
ensuring growth.

synergy for

8. Foster long-term vision and policy

coordination. Etc.
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Conclusion

In a profit-driven financial system such as
Nepal’s’, where challenging conditions persists,
addressing the problem of excess liquidity
in BFIs, regularly monitored by the NRB has
become increasingly critical. Although BFIs
are still willing to invest, both returns and
even the principal appears risky. Consequently,
depositors feel unsecure and may choose to
transfer funds away. Meanwhile, the credit
sector stands at a crossroads, weakened
by successive shocks from the earthquake,
Indian blockade, Tarai strike, COVID-19, and
the Gen-Z revolution. As such, effectively
balancing available liquidity and channeling
it into productive credit sectors, employment,
and innovation is crucial for stimulating and
enhancing economic growth. So, managing a
balanced relationship between deposit-credit
is crucial concern of a bank at this juncture.
Mismanagement of the deposit-credit leads to
raising NPA, inflation, and instability, whereas
prudent planning and management fostering
economic resilience and sustainable growth.
BFIs can contribute for economy by enhancing
their role for equitable and inclusive growth
by promoting responsible lending, prioritizing
financial literacy, and foster trust.

The stability in banking sector requires effective
regulations, transparency, and inclusive practices
that for all segments of society by extending
financial services to marginalized people making
more inclusive for rural populations. Presently,
new credit is almost nil and recovery is in
low pace, heading toward gloomier situation.
Unsecured impression of depositors may be
in search of its own destination to earn more
abroad. And the declining trade and production
cannot stimulate the economy, which is already
in a downturn. So, strong, robust, far sighting
guidance and regulation is required for the
correction of the economy, instead to pose as
overprotective regulator. Hence, the uncertain
financial market is deteriorating, intensified by
an economic downturn.

Amid the prevailing economic environment,
BFIs serves as backbone of economic growth,
relying fundamentally on strong deposits and
efficient credit. The future of banking lies in
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digital transformation and in promotion of
inclusive, and sustainable financing, enabling
the sector to transcend its traditional role as
a financial intermediary and to function as a
pivotal instrument for national development.
The financial market appears gloomy,
uncertain, and unpredictable, and, it may fall
into downward spiral from which Pashupatinath
may not save us. In essence, robust banking
dynamics works beyond financial management,
serving as the foundation for inclusive, resilient,
and sustainable economy that fosters long-term
growth and social well-being.
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Evaluating the Financial Health |
of Nepalese Public Sector )~
Commercial Banks AR iy

1) Background and Context

Banking sector plays a significant role for the
development of the economic condition of the
country. It generally channels the idle funds
of the economy into the needy and productive
sectors of the country. Thus commercial banks
are considered the major pillars of the economy
for distribution of fund and growth of GDP.
Nepalese banking has evolved from informal
money lending to a digitally driven regulated
financial system. There is no long history of
banking sector in Nepal. It was started from the
establishment of Nepal Bank Limited 89 years
ago. Nepal Bank Limited (NBL), the first bank
of Nepal proudly holds the glory of marking
the formal beginning of banking system in
Nepal. Nepal Bank Limited was established as
FIRST bank of Nepal on Kartik 30, 1994 BS
(November 15, 1937 AD) under Nepal Bank
Act 1937. At that time, share of NBL held by
government and private sector was 60% and 40%
respectively. Rastriya Banijya Bank Limited
(RBB) has a history of serving its customers
far and wide across the nation for more than
half a century. The bank then fully owned by
Government of Nepal, was established on 10
Magh 2022 (23 January 1966). With the main
objective of providing institutional credit for
enhancing the production and productivity of
the agricultural sector in the country, the ADBL,
was established in 1968 under the ADBL Act
1967.

Public sector banks are financial institutions that
owned and operated by the government. Above
mentioned three banks, NBL, RBB and ADBL
are considered as public sector banks of Nepal
being fully or partially owned by state. Since
these banks were established to extend financial

Surya Prakash Bhatta
Chief Manager
Nepal Bank Limited

access, widespread monetization in the country
and boost industrial/economic/agricultural
activities across the country. Public sector
banks continue to be predominantly owned
by government. The government (Ministry
of Finance Nepal) plays a significant role in
their governance, capital infusion and policy
direction. Despite that public sector banks has
been playing a crucial role in priority sector
lending, social security distribution, social
development activities and engage in operation
of government accounts. In this discussion a
brief scrutiny has been made about financial
performance of these three state owned banks.
A brief analysis is based on their financial
characteristics and components of last three
years’ financial statements.

2) Financial components and analysis

How well a bank is performing its activities can
be measured through financial performance.
Thus the financial performance of the bank is
major parameter of its success and failure. Apart
from the parameter of bank’s success and failure
a profitable banking system contributes to the
financial stability of the nation. Therefore, the
management of bank and regulatory authority
must identify the factors affecting the financial
performance of the bank. Following financial
parameters of these banks have been analyzed
to know about robustness of government owned
Nepalese banks.

Paid up Capital Rs in Arba (billion)
Year/Bank | NBL RBB ADBL
2080 14.69 15.64 18.88
2081 14.69 15.64 18.88
2082 14.69 15.64 19.29
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Based on the data reflected in the above table
among three public sector commercial banks
ADBL is leading in terms of amount/volume of
paid up capital. It is to be noted that ADBL has
preference share contributed by government of
Nepal by Rs.5.43 Arba. Despite that all three
banks have ordinary shares. The share capital
of NBL and RBB has not been change over the
period of three years. The equity share capital of
ADBL was increased during the period of these
three years due to bonus share issued in FY 080-
81.

Total Assets Rs in Arba (billion)
Year/Bank [ NBL RBB ADBL
2080 296.74 394.02 265.67
2081 340.35 509.18 311.38
2082 399.32 585.26 362.50

By far RBB has been leading in terms of total
assets volume acquired by all three banks.
Over the three years period total assets of NBL
increased by Rs.103 billion, RBB by Rs.191
billion and ADBL by Rs. 97 billion. Though
assets size doesn’t guarantee the success of
any bank. Assets must be utilized effectively to
attain desired results.

Return on Assets In percentage
Year/Bank | NBL RBB ADBL
2080 1.16 0.91 1.32
2081 0.01 0.65 1.17
2082 1.02 0.75 1.23

As per above table ADBL has higher earnings,
higher assets quality and more productive use of
its assets to generate higher income compared
to RBB and NBL. NBL looks better than
RBB in terms of revenue earning from assets
mobilization except B.S. 2081.

Total Equity & Reserve Rs in Arba (billion)
Year/Bank | NBL RBB ADBL
2080 36.52 50.74 33.79
2081 35.64 50.24 37.15
2082 38.18 53.42 39.16

Equity and reserves in banking known as
backbone and strength. Higher amount of
equity and reserves provides financial cushion
for absorbing unexpected losses. Despite that

it enhances creditworthiness and investor
confidence. As we go through data depicted
over here, obviously RBB has strong portion of
total equity & reserve kept in its balance sheet

followed by ADBL and NBL.

Return on equity In percentage
Year/Bank | NBL RBB ADBL
2080 9.55 9.10 3.52
2081 0.08 5.03 8.37
2082 10.22 7.60 11.88

ROE for banks is a key financial ratio that
measures how effectively a bank uses its
shareholder’s equity to generate profit. Above
data shows that ADBL is consistent and more
effective bank to utilize its equity to earn better
profit than NBL and RBB. ROE data of both
NBL and RBB has been fluctuating during
given assessment period.

Total Deposit Rs in Arba (billion)
Year/Bank | NBL RBB ADBL
2080 244.51 321.65 199.48
2081 283.08 1429.19 |243.61
2082 332.02 |500.41 293.57

To maintain liquidity and meet customer
withdrawal needs deposit should be collected
and mobilize accordingly. Aa per above table
Rastriya Banijya Bank has been leading the
parameter of deposit out of all three commercial
banks. RBB has shown significant growth during
these three years. Growth of all three banks in
terms of deposit looks like, RBB (56%) ADBL
(47%) and NBL (36%).However all three banks
have ample amount of public trust, that is why
more often than not deposit crisis not seen in the
public sector banks.

Total Loan Rs in Arba (billion)
Year/Bank | NBL RBB ADBL
2080 184.06 242.94 180.43
2081 201.68 257.55 206.81
2082 228.88 304.37 216.04

Loan and advances are key avenues through
which banks utilize deposit to generate interest
income. As we know loan is the major source
of income for public sector banks because
of their less competencies in treasury/forex
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related activities. Fees and commission are not
a strong source of income for Nepalese public
sector commercial banks. So they have to rely
on traditional lending. Based on the above
mentioned data during these three years’ loan
and advances of RBB was increased by 25%,
NBL 24% and ADBL 20%. All the banks have
achieved similar kind of growth over the three
years. However, volume wise RBB is way ahead
of NBL and ADBL.

Net Profit Rs in Arba (billion)
Year/Bank | NBL RBB ADBL
2080 3.44 3.60 1.32
2081 0.03 2.55 2.90
2082 3.77 3.82 4.15

Net profit is the final profit that remains with a
commercial bank after deducting all expenses,
provisions and taxes from its total income. Net
profit after tax of these banks fluctuating over
the years specially of NBL. As per unaudited
data of FY 081-82 ADBL is leading as it has
earned more than Rs. Four billion. ADBL looks
most efficient because of steady growth over
the period of three years. Accumulated profit of
three years was Rs.7.24 billion (NBL), Rs. 9.97
billion (RBB) and Rs. 8.37 billion (ADBL).
Based on the size of business we can conclude
that ADBL has outperformed RBB and NBL.
RBB should have done better based on its loan
portfolio.

Distributable Profit Rs in Arba (billion)
Year/Bank [ NBL RBB ADBL
2080 0.0004 0.92 1.24
2081 (0.97) (1.22) 2.14
2082 (0.45) 0.30 2.88

Out of three public sector banks ADBL has been
doing exceptionally well in relation to generate
persistent distributable profit over the period
last three years. However, RBB and NBL have
been poor in terms of generate positive amount
of distributable profit. NBL looks even more
pathetic than RBB as it has not been able to earn
any amount to distribute during this assessment
period.

7, orurel do ferfdies, aftidica [dAurg, 20t

Dividend Trend of Three Years In Percentage

Year/Bank [ NBL RBB ADBL

2080 0 5.50 0

2081 0 0 10.53

2082 Negative Not Not
Retained | declared | declared
Earning yet yet

Based on the recent dividend history of all
three public sector banks, ADBL looks more
consistent and beneficial for its investors.
ADBL has dividend capacity of 18.42% and
similarly RBB could distribute 1.94% dividend
from their profit of FY 081-82. Figures of 081-
82 could be changed because all three banks
have not completed their statutory audit yet.

Non-Performing Loan In Percentage

Year/Bank | NBL RBB ADBL
2080 2.85 3.77 2.78
2081 4.33 4.28 3.91
2082 4.47 3.59 3.26

If most loans are performing well and
investments are safe, Bank’s asset quality is
considered good. The biggest problem faced by
Nepalese public sector banks is bad asset quality.
The economic slowdown in last few years,
poor credit appraisal system and aggressive
approach towards gaining market share are few
of the reasons led to increase in non-performing
assets. Based on the data presented over here
shows that ADBL is looking efficient and sharp
to maintain good assets quality in comparison
with RBB and NBL. Both RBB and ADBL
have been able to downsize their NPA since last
one year whether NBL is failed to do so. Cash
recovery of loan overdue seems better for RBB
and ADBL in year 081-82 as a result they have
gained positive retained earnings.

Capital Adequacy Ration In Percentage

Year/Bank | NBL RBB ADBL
2080 13.74 12.92 14.24
2081 12.45 11.11 12.74
2082 13.06 11.84 13.36

Capital adequacy ratio is one of the vital ratio
which refers to the proportion of a bank’s capital
to its risk weighted assets. It shows whether
the bank has enough capital to cover the risk
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associated with its lending and investment.
Commercial banks are subject to the compliance
requirement under NRB directive no.01 which
stipulated a minimum capital adequacy ratio
(CAR) of 11.00%. Three public sector banks
complied with this requirement at all the times
during last three years. Based on the data
extracted here NBL and ADBL has better as
well as strong CAR than RBB. It means ADBL
and NBL has greater ability to absorb negative
shocks than RBB.

Base Rate In Percentage
Year/Bank | NBL RBB ADBL
2080 9.92 8.03 10.06
2081 7.97 6.71 8.09
2082 5.58 4.78 5.87

Base rate reflects the minimum cost at which
a bank can lend without incurring losses.
Normally it is calculated through components
like cost of funds, operating cost, cost of CRR
and SLR etc. Nepal Rastra Bank introduced
base rate system in year 2012 AD to make
loan pricing more competitive and transparent.
Among these three state owned bank of Nepal,
RBB has been leading the race of lowest base
rate followed by NBL then ADBL. However,
over the years’ significant progress has been
seen in cost reduction and better portfolio
management of ADBL as their base rate has
been declining with a good rate.

CD Ratio In Percentage
Year/Bank | NBL RBB ADBL
2080 74.84 76.30 81.73
2081 72.99 60.82 77.80
2082 70.72 62.39 68.68

CD ratio refers to the proportion of a bank’s total
loan advances to its total deposits. According to

NRB directives banks in Nepal must maintain
a CD ratio not exceeding 90%. Government
owned banks in Nepal has been in lower side of
CD ratio since long period of time, as a result
deposit mobilization seems bit vulnerable in
these banks. Out of three public sector banks
RBB has been maintaining even lower CD
than NBL and ADBL. All three banks need to
take some steps for improvement in CD ratio
eventually increased CD will support banks to
generate revenue.

3) Conclusion

Banks form the lifeline of a country’s financial
stability. Banking system of any economy
should be financially and operationally strong
enough so that credit requirement of an economy
can be fulfilled with ease without the major
intervention of central bank. Nepalese public
sector banks were dominating market till year
2062 BS. After that market share of government
owned banks has been decreasing due to arrival
of new banks and financial institutions. The
world of banking and finance is changing very
fast and banks are transforming themselves with
the focus on advance fintech and strategic move.
Banks and technology (AI) are evolving so
rapidly that Nepalese state owned banks won’t
survive if they overlook such developments. In
the recent times Nepalese public sector banking
system going through chronic problem of NPA
and structural mismatch. Therefore, such issues
need to be resolve to maintain their financial
strength and public faith.
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Financial Inclusion: Barriers,
Enablers, and Pathways

Forward

Introduction

Financial inclusion—the ability of individuals
and businesses to access and use affordable,
responsible, and sustainable financial services—
has become a defining agenda of sustainable
development. It goes beyond opening bank
accounts to include savings, credit, insurance,
payments, and remittance services that improve
financial well-being. Nobel Laureate Prof.
Muhammad Yunus noted, “Financial inclusion
is not a matter of charity. It is a matter of justice.
The exclusion of the poor from the financial
system is a violation of their basic human
rights.” According to the World Bank’s Global
Findex Database 2025, nearly three-quarters of
adults globally now hold an account. Global
account ownership has surged from 51% in
2014 to 79% in 2024, reflecting major progress
in financial inclusion over the past decade. Yet
1.3 billion people remain unbanked, and many
more have accounts they rarely use. While

Figure 1. Share of number of adults with no
accounts (%), 2024

Source: Global Findex Database, 2025
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account ownership has expanded globally, there
are still stark regional gaps (Figure 1), with near-
universal access in high-income countries, but
significant exclusion persists in parts of South
Asia, East Asia and the Pacific, and Africa.
In countries like Nepal, access has improved
significantly over the last decade (from 34%
in 2014 to 60% in 2024), but effective usage
remains limited.

This article explores the barriers, enablers,
and pathways forward for financial inclusion,
drawing from global insights, South Asian
trends, and Nepal’s own progress.

Theoretical Insights

The intellectual foundations of financial
inclusion are deeply rooted in economics,
development theory, and social justice. They
highlight why inclusion should not be seen
as a peripheral issue but rather as central to
sustainable development.

Capability Approach (Amartya Sen): According
to Sen, development should be measured not
merely by income growth but by the expansion
of people’s capabilities—their real freedoms to
lead lives they have reason to value. Financial
services contribute directly to this by enabling
households and individuals to save, borrow,
invest, and manage risk. For example, access
to credit may allow a farmer to purchase better
seeds, or a woman entrepreneur to start a
small business, thereby enhancing their ability
to shape their futures. In this way, financial
inclusion is both an instrument and an outcome
of human development.

Finance-Growth Theory: Classical and modern
economists, from Joseph Schumpeter to Ross
Levine and Asli Demirguc-Kunt, have argued
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that finance plays a critical role in driving
innovation, entrepreneurship, and economic
growth. By mobilizing savings and channeling
them into productive investments, financial
systems accelerate structural transformation.
Where access is restricted, growth is stunted
because households and small enterprises are
unable to take advantage of opportunities. Thus,
financial inclusion is not simply about helping
the poor; it is a macroeconomic necessity for
sustained development and poverty reduction.

Social Justice Perspective: Prof. Muhammad
Yunus, the pioneer of microfinance, reframed
financial exclusion as an ethical violation.
For him, depriving individuals—especially
the poor—of access to financial systems is
equivalent to denying them a basic human
right. Inclusion, therefore, is not only about
improving economic metrics but also about
ensuring dignity, fairness, and equality. This
perspective shifts the narrative from charity-
based interventions to rights-based policies,
underscoring the moral imperative of universal
access.

Together, these perspectives highlight that
financial inclusion is far more than a technical
issue of banking penetration. It represents a
confluence of human development, economic
growth, and social justice. This is why inclusion
must remain at the center of development
strategies for countries like Nepal and for the
global community at large.

The Global Landscape

The Global Findex Database 2025 provides
the most comprehensive picture of financial
inclusion worldwide. Between 2011 and 2024,
globalaccountownershiprosesharply, especially
in developing economies. South Asia saw major
progress, largely driven by India’s biometric
ID-linked accounts. Likewise, COVID-19
accelerated digital adoption. Millions made
their first digital merchant payment using cards,
phones, or the internet during the pandemic.
Digital merchant payments have risen across all
regions since 2021, with the sharpest growth in
the Middle East & North Africa, though South
Asia and Sub-Saharan Africa still lag far behind.
Across all regions in 2024, the dominant reason
adults did not make digital payments for in-store

purchases was habit—being "used to paying
with cash"—especially in South Asia (48%) and
East Asia and Pacific (32%), highlighting a key
behavioral barrier to financial inclusion despite
increasing digital payment availability.

Globally, women are six percentage points less
likely to own an account than men. In South
Asia, the gap is wider—around 15 percentage
points—due to cultural norms and digital
literacy barriers. Hence, while significant
progress has been made in closing the global
gender gap across key financial indicators since
2011, a persistent digital divide in mobile and
internet use continues to hinder full financial
inclusion for women today. Additionally,
account ownership does not guarantee usage
internationally. Many accounts remain dormant,
highlighting the challenge of turning access into
active financial participation

Financial Inclusion in South Asia

South Asia has experienced significant progress
in financial inclusion over the past decade,
but deep structural divides remain. The region
demonstrates both the transformative potential
of digital finance and the persistence of exclusion
across gender, income, and geography.

Between 2011 and 2024, account ownership
rose sharply across South Asia. India and Sri
Lanka led the gains, largely through bank-based
initiatives such as India’s Pradhan Mantri Jan
Dhan Yojana (PMJDY) program, which brought
millions into the formal financial system.
Nepal also recorded substantial progress, while
Bangladesh and Pakistan lagged behind the
regional leaders, though still showing steady
improvements.

The drivers of account expansion varied across
the region. For example, India, Nepal, and Sri
Lanka primarily relied on bank-based accounts,
supported by government programs and national
strategies. While, Bangladesh and Pakistan saw
mobile money as the main catalyst for growth,
with platforms like bKash and Easypaisa
enabling millions to access financial services
for the first time.

Despite progress, major disparities persist in
South Asia. Women, poorer households, rural
residents, and less-educated groups remain
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significantly less likely to own or actively
use accounts. In particular, women face a
15 percentage point gap in digital payment
adoption compared to men, driven largely by
digital literacy barriers such as the inability to
read SMS messages. These divides highlight
that access does not automatically translate
into meaningful usage. The most frequently
cited barrier to account ownership is lack of
money—households simply do not have funds
to deposit or transact. Other barriers include
high fees, distance from bank branches, lack of
trust in institutions, and absence of necessary
documents. These obstacles are particularly
pronounced in India, Nepal, and Sri Lanka.

Digital merchant payments have expanded
rapidly across most South Asian countries since
2021. India and Nepal have shown particularly
strong growth, driven by UPI (Unified Payments
Interface) in India and the expansion of mobile
wallets in Nepal. By contrast, Bangladesh
and Sri Lanka have witnessed stagnation or
even declines in merchant payment adoption,
underscoring uneven progress across the region.

A striking opportunity lies in the growing
ownership of smartphones among the unbanked
in the region, particularly in Nepal. This provides
a foundation for mobile-based solutions to
extend inclusion more broadly. Digital finance
is also reshaping borrowing behavior: while
informal sources such as family and friends still
dominate, borrowing through mobile money
providers is rising. This signals the potential
for digital platforms to meet credit needs more
effectively and reduce dependence on informal
lending.

Nepal’s Scenario

Nepal’s financial inclusion journey reflects both
global progress and local challenges. National
Financial Inclusion Roadmap for Nepal (2016,
July 15) is the guiding document for Nepal
to achieve an ambitious mission: “Access
to affordable finance for all by 2030, with
increased access to formal financial services” .
Banks, cooperatives, and microfinance
institutions have widened access. Today, most
districts have at least one financial service point.
According to Nepal Rastra Bank, branches of
banks and financial institutions grew more than
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five-fold from 2,265 in 2012 to 11,530 in 2024.
Correspondingly, the population per branch
dropped dramatically from 11,753 to 2,529,
showing clear progress in geographic access to
financial services.

Global Findex Database 2025 has shown that
account ownership reached to 60% from 34%
in 2014. However, 8.47 million adults in Nepal
remain unbanked despite progress in account
ownership. Financial inclusion in Nepal is
highly unequal across provinces. Bagmati is
far ahead, benefiting from better banking reach,
financial literacy, and account ownership.
Sudurpashchim, Karnali, and Madhesh are
the most financially excluded, facing a triple
challenge of weak access, low literacy, and
limited usage of banking services.

Digital adoption remains limited, with only 7%
using bank accounts for digital payments and
42% of account holders not engaging in digital
transactions. Despite gender parity in account
ownership, there is a 13 percentage point gap
in digital payments usage between men and
women, largely due to barriers like digital
literacy and access to technology. Similarly,
the poorest 40% of the population lags behind
the wealthiest 60% in both account ownership
(by 12 points) and digital usage (by 10 points),
emphasizing that inclusion is still not equitable.
The Nepal Rastra Bank (NRB) emphasizes
digitalization, remittance-linked savings, and
literacy campaigns. Yet, meaningful usage lags
behind.

Barriers to Financial Inclusion

Despite major strides worldwide, financial
inclusion remains uneven, particularly in
low- and middle-income countries. Several
barriers—economic, social, technological,
and institutional-—continue to limit access and
usage of financial services.

Income and Poverty Constraints: For millions
of people, especially those living on less than
a few dollars a day, the idea of maintaining a
bank account or purchasing insurance feels
unrealistic. When most of one’s income goes
toward food, rent, or healthcare, there is little
left to save or invest. As a result, many accounts
remain inactive or unused after being opened.
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This creates a paradox: financial services are
available, but they do not meet the immediate
priorities of the poor.

Gender Gaps and Social Norms: In South
Asia, gender remains a defining barrier.
Cultural expectations often place women at
a disadvantage when it comes to education,
technology use, and mobility. Many women lack
the literacy to read even a simple text message,
making digital banking tools inaccessible.
Others may face restrictions on traveling to
bank branches or opening accounts without a
male guardian’s consent.

Digital Divide: Digital finance has been hailed
as a game-changer, but it has also introduced
new forms of exclusion. While smartphones
and mobile wallets are becoming more
common, rural areas often lack reliable internet
coverage. Even when connectivity exists, the
cost of devices and data services remains quite
expensive for the poorest households. Digital
literacy—knowing how to use apps, navigate
interfaces, or protect passwords—remains a
major hurdle, especially for older populations.

Trust and Financial Literacy: Even when
people have access to formal financial services,
many hesitate to use them due to mistrust.
Past experiences of fraud, hidden fees, or poor
customer service reinforce skepticism toward
banks and financial institutions. In Nepal, as
in many other countries, informal financial
service providers often appear more trustworthy
than many formal financial institutions.
Compounding this issue is the widespread lack
of financial literacy—basic understanding of
interest rates, repayment obligations, or digital
security. Weak consumer protection frameworks
make users vulnerable to exploitation, further
discouraging participation in the formal sector.

Structural Exclusion: Structural barriers—such
as geography, documentation requirements,
and social inequality—continue to exclude
large segments of the population. Mountainous
terrain and scattered rural settlements, for
instance, make it costly for banks in Nepal to
establish branches in remote areas. Lack of
official identification, like National Identity
Card or collateral, prevents many from opening
accounts or securing loans. Additionally, income

inequality means that wealthier households
benefit disproportionately from financial
innovation, while poorer communities remain
underserved.

Enablers of Financial Inclusion

Financial inclusion is progressing rapidly due to
a combination of strategic policy interventions
and technological innovation. Digital Financial
Services (DFS) have emerged as the most
transformative enabler, with mobile wallets,
online banking, and fintech platforms expanding
access beyond traditional bank branches. In
Nepal, platforms such as eSewa and Khalti have
revolutionized everyday transactions by offering
convenient, low-cost services to both urban and
rural populations. Government commitment
has also played a pivotal role. Nepal’s Financial
Inclusion Roadmap (2016), which envisions
“access to affordable finance for all by 2030,”
reflects a broader regional trend across South
Asia where national strategies are being
deployed to institutionalize inclusion efforts.

Complementing digital expansion and policy
action are efforts to build financial capability and
trust. Financial literacy campaigns—delivered
through schools, NGOs, and community
outreach—are helping individuals understand
and confidently wuse financial products.
Meanwhile, technologies such as biometric
authentication and innovative fintech models
are reducing operational barriers and enhancing
security.

Pathways Forward

Advancing financial inclusion requires a shift in
focus from merely expanding access to ensuring
meaningful usage. Having a bank account or
mobile wallet is not enough unless individuals
actively use it to save, transact, or manage risk.
Encouraging this transition calls for incentives
that promote regular savings, digital payments,
insurance enrollment, and other productive
financial behaviors.

Building capability and confidence is equally
crucial. Strong financial literacy initiatives—
paired with robust consumer protection and
grievance redress mechanisms—can foster
trust in formal systems. Women, who remain
disproportionately excluded, must be at the
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center of future strategies. Simplified digital
interfaces, effective microfinance services, and
tailored literacy programs can help bridge the
gender divide.

A thriving digital ecosystem is foundational to
scaling inclusion. This involves improving rural
internet connectivity, enabling interoperability
across payment systems, and deepening
collaboration between telecom operators
and financial institutions. Nepal’s significant
remittance inflows present another opportunity;
by linking remittances to savings or insurance
products, households can convert inflows
into long-term financial security. Ultimately,
progress hinges on adopting the Triple T
approach—Ieveraging Technology to reduce
costs, building Trust through transparency and
protection, and delivering Targeted support to
women, rural populations, and marginalized
communities.
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Fiscal Risk Management and
Its Implications in Nepal

Abstract

Fiscal risk refers to the potential deviation of
government revenues, expenditures, and debt
from expectations due to unforeseen shocks like
natural disasters, macroeconomic instability,
or contingent liabilities. Nepal faces multiple
fiscal risks, including volatile GDP growth,
overestimated revenues, inefficient public
enterprises, and underreported public private
partnership liabilities. The government has
introduced legal frameworks, debt strategies,
and fiscal risk statements to manage these
challenges. However, gaps remain in
forecasting accuracy, institutional capacity,
and disaster preparedness. Strengthening state
owned enterprises governance, improving fiscal
transparency, and creating fiscal buffers are key
to enhancing resilience. Ongoing reforms and
better coordination across government levels
are crucial for long-term fiscal stability.

Introduction

Fiscal risks are deviations of fiscal outcomes
to what was expected at the time of budget
formulation. Fiscal risks are the exposure of
public finances to unexpected or unlikely events
that may lead to fiscal outcomes deviating from
expectations. It can be said as deviation of
actual fiscal outcomes from expected outcomes
due to various shocks or contingent events.
Fiscal risks refer to the exposure of public
finances to unexpected events that may lead
to significant deviations from fiscal forecasts.
They underscore the uncertainty inherent in
fiscal planning and highlight the importance
of managing deviations from expected budget
outcomes.

Fiscal risks are defined as “the probability
of significant differences between actual and
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expected fiscal performance.” This emphasizes
the probabilistic nature of deviations from fiscal
forecasts. International Monetary Fund (IMF,
2012):

Fiscal risks are factors that may cause fiscal
outcomes to deviate from expectations or
forecasts. They can arise from macroeconomic
shocks or the realization of contingent
liabilities—obligations triggered by uncertain
events. These liabilities may be explicit,
grounded in legal commitments (e.g.,
government loan guarantees), or implicit,
where there is no legal obligation but a strong
public expectation of government intervention
(e.g., bailing out subnational governments or
state-owned enterprises). UK Office for Budget
Responsibility (OBR, 2017):

The OBR notes that “what constitutes a fiscal
risk depends crucially on which potential
developments in the public finances you choose
to incorporate into the central projection and
which you regard as potential deviations.” This
definition draws attention to the line between
baseline assumptions and risks, stressing the
subjective nature of risk identification.

Fiscal risks are defined as “matters not included
in the fiscal forecasts because of uncertainty
about their timing, magnitude or likelihood; and
the realisation of contingent liabilities or assets.”
This definition reflects a clear boundary: risks
are those elements too uncertain to be included
in baseline forecasts.

Fiscal risks tend to be large, adverse, and
nonlinear, with the potential to cause substantial
disruptions to public finances. Thus, the fiscal
shocks (risks) may be characterized as very
large, tend to be biased towards the down
side, highly correlated, non-linear and have
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disproportionate impact on public finances,
virtually infinite and need criteria for their
identification and disclosure. Affects primary
balance, borrowing requirements, debt/GDP,
etc. difficult to forecast.

The sources of fiscal risk may be financial sector
and other private entities, court cases, state-
owned entities, Public private partnership-PPP,
Natural disaster, pandemic, political turmoil, the
structure of government and governance, Trade
composition, use of remittance money and
foreign exchange reserve along with financial
disciplined and resource mobilization status.

Various types of fiscal risks

Fiscal risk refers to the possibility that future
government finances—revenues, expenditures,
or debt—will deviate significantly from
their expected levels due to various factors,
including  macroeconomic  shocks  (like
economic downturns or natural disasters),
the materialization of contingent liabilities
(e.g., loan guarantees), weaknesses in budget
processes, or other events that could jeopardize
fiscal sustainability and the government's ability
to provide public services.

Fiscal risks are any risks that may cause public
finances (revenues, expenditures, debt) to
diverge significantly from what was expected
or budgeted. These include: Macroeconomic
shocks (e.g. GDP growth falling, inflation,
exchangerate/interest rate movements), Natural
disasters, Forecasting errors (revenues or
costs), Contingent liabilities (public guarantees,
public private partnership -PPPs, state-owned
enterprises (SOEs),Institutional risks (budget
execution, oversight, fiscal discipline) etc. The
major fiscal risk are

Macroeconomic risks: variation n
macroeconomic  variables used in the
Government forecast (e.g., fluctuations in
growth, inflation, interest rate and exchange
rate) These risks arise from cyclical or structural
changes in the economy that impact government
revenue and, indirectly, expenditure. Common
sources include: fluctuations in GDP growth,
demographic changes, volatility in commodity
prices (especially oil and natural resources),
financial sector vulnerabilities etc. Some
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frameworks treat financial sector-related risks
as a distinct sub-category due to their systemic
importance.

Balance sheet risks: These risks pertain to
changes in the value of government-owned
assets or liabilities, including: State-owned
enterprise (SOE), loans and receivables, equity
shareholdings etc.

Debt-related fiscal risks: Debt-related fiscal
risks are a subset of contingent liabilities. These
risks are mostly linked to the financing of public
investment and provision of public services.
The financing of public investment to build
physical and social infrastructure is usually
through borrowing and debt-like commitments.
Borrowing of state-owned enterprises and
subnational governments (With loan guarantee-
explicit current liabilities, On-lending-accounts
receivable (without guarantees -implicit Current
liabilities CL).

Risk  associated  with
partnership projects: Fiscal commitments
(explicit/implicit and direct/contingent
depending on the off-taker). Minimum revenue
guarantees (explicit or implicit CL), other
guarantees, such as for termination (explicit or
implicit CL).

public-private

Specific risks: Government explicit or implicit
obligation that materializes due to the occurrence
of a particular event (e.g., State guarantee being
called, State-owned enterprise going bankrupt).

Institutional risks: weaknesses in institutions
and processes (e.g., lack of expenditure control,
poor revenue collection.

Government policy or programme risks:
These risks relate to deviations from planned tax
orexpenditurepolicies, suchas: failuretoachieve
projected tax collections, underestimation
of welfare or healthcare spending, poor
implementation of government programmes
etc. Countries like the UK and Finland identify
such risks as internal or programmatic risks tied
to the delivery of policy promises.

Implicit commitments (or
Liabilities Risk):

Contingent

These are not legally binding but reflect
social or political obligations of government
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intervention in crises, such as: bank or SOE
bailouts, support to subnational governments
during fiscal distress etc. The identification,
measurement and consequent disclosure of such
risks may be controversial, as doing so may
create expectations or legal grounds for claims
that have not been endorsed by the government
(legally) and approved by Parliament.

Uncertain budgetary claims (Contingent
liabilities): These are obligations that may
arise from future uncertain events and are not
part of baseline fiscal forecasts. They include:
government guarantees, indemnities, legal
claims and disputes, tax litigation or uncalled
capital commitments etc. These risks are
difficult to quantify but can have a large fiscal
impact, if realized.

Fiscal risk management and its different
approaches

Fiscal risk management is the process through
which government identify, assess, mitigate
and manage risk that could negatively impact
government fiscal health and stability. It is
associated with identification, analyzing,
assessment,  mitigation, accommodation,
control, regulation sharing transfer and
reporting of risk. It is the structured process by
which governments identify, assess, disclose,
and mitigate potential deviations from expected
fiscal outcomes, including those arising from
macroeconomic  fluctuations, contingent
liabilities, and other unforeseen events, with
the goal of maintaining fiscal sustainability and
macroeconomic stability.

Effective Fiscal Risk Management entails
the identification, assessment, mitigation and
disclosure of fiscal risks. It aims to protect public
finances from unexpected shocks and ensure
the sustainability of government budgets over
the long term. Better fiscal risk management
promote fiscal stability and sustainability,
improve budget forecasts, maintain investor
confidence and enhance national welfare.

Since the early 1990s, the management of fiscal
risk has become an increasingly prominent
topic in public finance. New sources of risks
and unexpected shocks to Government finances
have highlighted the importance of managing

fiscal risks. The 2008-2009 global economic
and financial crisis, floods and its devastating
effects, climate change, Covid-19 pandemic,
Russia Ukraine war, Isracli—Palestinian conflict
and other war and conflict among the nations
experience provides dramatic illustration of
the magnitude of the risks to which public
finances can be exposed, while at the same
time underscoring the role of fiscal policy in
managing the economic impact of those risks.
However different fiscal risk management
toolkit has been developed by international
organization and aid agency to manage fiscal
risk. For example The International Monetary
Fund’s (IMF) has developed following fiscal
risk tool kit:

*  Public private partnership (PPP) fiscal risk
management model.

e Fiscal risk assessment tool.
e Public sector Balance sheet assessment.

« State owned enterprises (SOE’S) health
check tools and stress test tools.

*  Debt guarantee and loan assessment tool.
Standardized guarantees assessment tool.

*  Fiscal Stress Tool

* Quantitative climate risk assessment fiscal
tools. Etc.

These fiscal Risk Toolkit has helped
policymakers around the world to identify,
monitor, analyses, manage and disclose
fiscal risks. The understanding of fiscal
risks, transparent reporting and effective risk
managementis apremise for fiscal credibility and
the sustainability of public finances. The IMF’s
Fiscal Risk Toolkit comprises the tools meant
to provide a practical basis to help countries
and they are regularly updated as revisions
are made. Meanwhile, to mitigate these risks,
a comprehensive analysis and management
of risks can help to ensure sound fiscal public
finances and macroeconomic stability. However,
it is also critical to allow fiscal policy to assist
in stabilizing economic activity in the short-run
and to promote economic growth over the longer
term. This will help policy makers to take fiscal
risk into account when formulating fiscal targets
and projections to maximize a sustainable level
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of national income, economic growth to raise
standard of living of citizens in the system and
relative price stability.

Assessment of Nepal’s major fiscal risk

Nepal is facing various categories of fiscal
risk since preceding decades such as: Nepal is
globally one of the most vulnerable countries
to mortality risk from natural disasters like
earthquakes, floods, and landslides, which
can severely impact its economy and cause
significant financial losses. These disasters
disrupt  critical  infrastructure, = damage
agriculture, and strain social services, leading
to increased public spending and hindering
development efforts.

Nepal's reliance on imports for its consumption-
driven economy, coupled with a persistent
trade deficit, makes it vulnerable to currency
depreciation and international price shocks.
Besides The government has been overly
optimistic in its revenue projections and
budgeting, leading to implementation challenges
and fiscal vulnerabilities.

Deficiencies in financial control systems at
provincial and local government levels, along
with poor monitoring of liabilities, exacerbate
fiscal vulnerabilities. The government's
involvement in numerous public enterprises
creates contingent liabilities, as these
institutions may fail to perform efficiently
and require government bailouts. Political
uncertainty and the slow pace of implementing
critical capital expenditure and other reforms
can derail economic progress and hinder long-
term growth.

While remittances are a key poverty reduction
tool, they do notalways translate into quality jobs
at home, reinforcing a cycle of lost opportunities
and continued emigration. External factors like
global economic slowdowns and fluctuating
commodity prices can negatively impact
an economy like Nepal's. Besides Nepal’s
fiscal risk statement and strategy highlight
the following macroeconomic fiscal risk of
Nepalese economy.

Volatility in GDP growth

As GDP growth in Nepal has been volatile
over the past 15 years, with repeated shocks—
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including the 2015 earthquake, the transition
to federalism, and the COVID-19 pandemic—
resulting in large swings in fiscal outcomes.
Growth volatility (standard deviation of 2.7
percentage points around a mean of 4percent)
materially affects revenues and expenditures.
IMF sensitivity analysis indicates that a one
standard deviation decline in GDP growth could
reduce revenues by 0.7percent of GDP, increase
the fiscal deficit by 0.8percent of GDP, and raise
public debt by 3.2percent of GDP, underscoring
the medium magnitude and possible likelihood
of this risk.

Inflation

Nepal’s inflation has averaged 6.9percent over
the past 14 years with a 2.2percent standard
deviation. High inflation may lead to the erosion
of household purchasing power and increasing
public spending obligations on wages, pensions,
and subsidies. While moderate inflation
supports revenue growth, high inflation has
historically coincided with lower GDP growth
and expenditure pressures, classifying inflation
as a medium-magnitude, possible-likelihood
risk.

Volatility in interest rate

Domestic borrowing costs (effective interest
rate) have remained relatively stable, with an
average interest rate of 4 percent and standard
deviation of 1 percent. A one percentage point
change in interest rates increases interest
payments by NPR 1,315.6 crore (0.2percent
of GDP). Treasury Bills, although volatile
(standard deviation 2.5percent), have limited
fiscal impact due to their small share of public
debt. Overall, interest rate risk is assessed as
low magnitude with a possible likelihood.

Volatility in exchange rate

The exchange rate has shown high volatility
(average annual change 4.3percent, standard
deviation 4.03percent), but external debt—
largely concessional—has limited exposure to
such fluctuations. Exchange rate risk is therefore
considered low magnitude and low likelihood.

Debt-related risks

The Debt-to-GDP ratio has increased from
22.7 percent in FY2016/17 to 42.7 percent in
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FY2023/24, driven mainly by pandemic-related
spending. However, ongoing fiscal consolidation
and a medium-term debt management strategy
are expected to stabilize public debt at about
50 percent of GDP by FY2028/29. The IMF
classifies Nepal’s risk of debt distress as
low, indicating a low magnitude and remote
likelihood risk.

Public enterprises & guarantees / contingent
liabilities

Public enterprises are operating in loss and
various public private partnership project may
create huge liability to central government
in future. Social security, pension and other
subsidies and grants scheme may create further
burden to government.

Due to these fiscal risk Nepal’s economy is
going towards hazardous way. The process
of graduation from least developed Country
becoming challenging one. Country is
suffering from resource gap as well as from
fiscal uncertainty. National pride project,
Game changer project and other strategically
important public program and project are not
implementing in designated time. Increasing
Remittance contributing unproductive
resource and symptom of Dutch diseases.
Intergovernmental fiscal transfer, various grants
and subsidies in different priority sector are
not becoming worthwhile. Public investment
in state owned enterprises, different board,
commission and authority is not in profitable
way. That’s why Nepal government has taken
initiation to manage and mitigate fiscal risk
through following way.

Initiation taken from Nepal government for
fiscal risk management

Managing Fiscal risk is not an easy task various
strategy, policy and action plan is required to
response and address each and every issue of
fiscal risk micro element as well as macro-
economic issues. Realizing the possible impact
and hazard of fiscal risk The Government of
Nepal has initiated several mitigation measures,
including prudent monetary policy, domestic
revenue mobilization strategies, a medium-
term expenditure framework, and internal and
external borrowing limits. Different policy

and strategy has been exposed such as: Fiscal
Risk Statement & Strategies (2025), Medium-
Term Debt Management Strategy, Improving
Forecasting & Budget Discipline, Signs of
stronger regulation of financial institutions,
Through the PEFA assessments (Public
Expenditure and Financial Accountability),
Addressing contingent liabilities and public
private partnership (PPP) risks, Disaster risk
financing and so on. Future strategies could
include sensitivity analysis, alternative scenario
modelling, fiscal rules legislation, creation
of fiscal buffers and stabilization funds to
strengthen fiscal resilience. Besides following
initiation has been taken as below as mentioned
in fiscal risk management statement.

For revenue forecasting:

Revenue forecasting remains a significant
challenge, with tax revenue forecasts deviating
by an average of NPR 550 billion annually
(7.2percent of GDP), similar to the volatility seen
during the COVID-19 period. Overly optimistic
assumptions, particularly regarding imports
affecting customs duties and import VAT, have
forced mid-year expenditure cuts, including
reductions in capital spending. The magnitude
and recurring nature of forecast errors make this
a high-impact, probable fiscal risk. Mitigation
measures focus on building fiscal buffers and
improving forecasting capacity through better
data, analytical tools, and independent review
processes.

For natural disasters:

Nepal’s geographical vulnerabilities expose it
to frequent floods and landslides and occasional
high-impact earthquakes. Flood events occur
almost every one to two years, causing average
damagesofaround 1 percentof GDP, makingthem
a low-magnitude but probable risk. In contrast,
major earthquakes are rare but catastrophic, as
evidenced by the 2015 earthquake that caused
damage equivalent to 22.8percent of GDP,
making them a high-magnitude, possible risk.
Mitigation actions include disaster early warning
systems, dedicated disaster funds, contingency
funds, disaster risk financing strategies, risk
transfer mechanisms (including insurance), and
strengthened infrastructure resilience.
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For sub-national governments:

The federal governance structure, with
seven provinces and 753 local governments,
poses emerging fiscal challenges due to high
reliance on federal transfers, underspending,
increasing arrears, weak revenue generation,
and growing staffing costs. Despite these
challenges, borrowing is well regulated under
the Inter-Governmental Fiscal Arrangement
Act (2017) and Public Debt Management Act
(2022), resulting in low-impact, low-likelihood
fiscal risk from sub-national governments.
Mitigation strategies include the government’s
intention of establishing a Sub-National
Fiscal Risk Monitoring System, adoption of
SuTRA for standardized accounting, improved
intergovernmental fiscal rules, periodic planning
and budgeting reforms, and efforts to enhance
own-source revenue potential.

For government guarantees:

Outstanding government guarantees amount
to NPR 51.6 billion (0.9percent of GDP),
primarily linked to loans taken by Nepal
Airlines Corporation (NAC) from Employment
Provident Fund and Citizen Investment Trust.
The fiscal impact of a potential guarantee call is
estimated at NPR 7 billion annually (0.1percent
of GDP) over the next three years, which is
relatively low and remote to materialize soon.
Nonetheless, fiscal risk reporting remains
narrow, with broader contingent liabilities
like credit schemes, deposit insurance,
crop insurance, and PPPs remaining to be
underreported. Mitigation measures include
the ceiling on guarantees (Ipercent of GDP).
Other strategies that the government may adopt
are- introduction of a guarantee risk assessment
framework, risk-based guarantee fees, enhanced
disclosure of all contingent liabilities, regular
monitoring of guaranteed entities, and creation
of'acontingency reserve buffer of 0.1-0.2percent
of GDP.

For public-private partnerships

Public-Private  Partnerships (PPPs) have
become an important instrument for mobilizing
private finance and expertise to develop
infrastructure and public services. Supported by
the Public-Private Partnership and Investment
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Act (PPPIA) 2019, the government has
strengthened its institutional arrangements
through the Investment Board Nepal (IBN) and
the creation of a Project Bank for transparent
project selection and prioritization. Fiscal risks
from PPPs remain low in impact and remote
in likelihood. There have been no defaults or
early terminations, and government support has
been limited mainly to viability gap funding.
However, challenges persist, including weak
project structuring, limited technical capacity,
low FDI inflows, incomplete disclosure of
contingent liabilities, and the absence of a
central registry of PPP commitments.

To manage these risks, the government has
implemented a robust legal and regulatory
framework, transparent procurement processes,
risk-sharing guidelines, and regular monitoring
by IBN and the PPP Committees. Going
forward, additional measures are recommended,
including establishing a central registry of
PPP fiscal commitments, imposing ceilings on
aggregate commitments, conducting sensitivity
analyses, strengthening the Ministry of Finance’s
gatekeeping role, and introducing risk-based
guarantee fees. These steps will help enhance
fiscal transparency and reduce unanticipated
liabilities from PPP arrangements.

For public enterprises (PEs):

Nepal’s 44 PEs account for assets equal to
S1percent of GDP and liabilities of 33percent
of GDP. While operating revenues averaged
11-12percentof GDPinrecentyears, several PEs
continue to experience operational inefficiencies
and losses. While the government has recently
enjoyed net positive fiscal flows from PEs (NPR
102.5 billion over two years), this performance
depends heavily on a few profitable entities.
IMF’s credit risk analysis rates NAC, NEA, and
NWSC as high-risk entities, with the cost of
restoring solvency estimated at NPR 60 billion
(0.9percent of GDP).

Thus, it accounts for a medium-impact and
possible-likelihood risk. Mitigation strategies
include restructuring loss-making and non-
functional PEs, including PPP-based revival
of seven defunct enterprises and unbundling of
NEA; enhancing governance frameworks and
performance-linked incentives; stress testing
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and scenario analysis; strengthening contingent
liability monitoring through PDMO; and
improving transparency via timely audits and
digital reporting systems.

The Government of Nepal has made notable
progress in strengthening fiscal risk management
through robust legal and administrative
frameworks, improved transparency, and
enhanced oversight mechanisms. However
challenges of over optimism in forecast of
revenue and budget, institutional capacity
issues, limited buffer for debt servicing and
recurring obligations crowd out flexibility.
More so when shocks hit (growth downturn,
disasters). Contingent liabilities that are opaque
or under monitored: Guarantees, PPPs, losses
of SOEs can create liabilities, but oversight,
risk assessment, costing are sometimes weak.
Exposure to natural disasters is very real, but
financing mechanisms (insurance, reserve funds,
ex ante planning) are still under developed.
Political pressures and fiscal populism: For
better fiscal risk management following
suggestion could be recommended

Prescription of fiscal rules from national
natural resources and fiscal commission, Nepal
Rastra Bank and Public debt management office
for internal borrowing limit to federal and state
government.

More independent and realistic revenue/
Expenditure Baselines; better macroeconomic
modeling; increased use of early warning
systems for shocks.

Strengthening SOE governance: Audits,
transparent financial reporting, restructuring
loss making enterprises, and reducing unfunded
liabilities.

Managing contingent liabilities more
proactively: Maintain a registry of all
government guarantees, PPP commitments.
Require risk assessment before entering into
guarantees or PPPs. Limit aggregate exposure
to guarantees as a percentage of GDP.

Disaster preparedness & risk financing:
Build reserve funds; pre arranged financing
catastrophe bonds); integrate
disaster risk into infrastructure planning.

(insurance,

Fiscal buffer / stabilization funds: Set aside
portions of good years’ revenues or excess
grants for bad years, to reduce need for abrupt
cuts.

Strengthening personal financing
management and transparency: Ensure
budgets are realistic; improve execution;

reduce leakages; better auditor oversight; more

transparency in SOEs, PPPs, sub-national
finances.
Coordination across government tiers:

Since Nepal’s federal structure gives powers
to provinces and local governments, aligning
planning, budgeting, reporting and risk
monitoring across all levels is important.

External debt management: Prioritize
concessional borrowing; manage currency risk;
diversify sources; lengthen maturities where
possible.

While challenges remain, ongoing reforms and
capacity building position the Government
to manage emerging fiscal risks effectively,
safeguard fiscal stability, and promote long-
term growth.

Conclusion

Nepal has made commendable progress in
identifying and managing fiscal risks through
legal frameworks, policy reforms, and improved
transparency. However, challenges like weak
forecasting, contingent liabilities, and disaster
vulnerability persist. Strengthening institutional
capacity, improving coordination, and building
fiscal buffers are essential for ensuring long-
term fiscal stability and sustainable economic
growth.

Wo &



From Stress to Stillness: How
Spirituality Can Transform the
Banking Profession

Banking is often described as the backbone of a
nation’s economy, and in Nepal, that backbone
has grown stronger and more sophisticated over
the past few decades. At present modern banks
compete fiercely, offering digital services,
investment products, and financial solutions that
would have been unimaginable a generation ago.
Yet, behind this growth story lies a quieter, more
troubling reality. Many bankers, from tellers
to executives, are grappling with exhaustion,
anxiety, and a loss of personal meaning. Their
work, though vital, has become a source of
immense psychological strain. The call for
spirituality in the banking sector, therefore, is
not a call for religion in the workplace, but a call
for humanity, a way to restore balance, integrity,
and purpose in a profession often consumed by
pressure and performance.

The Hidden Pressures of Modern Banking

The professional environment within Nepal’s
banking sector can be unrelenting. Employees
face sales targets that grow steeper each quarter,
frequent audits, and the constant expectation to
deliver results in a competitive market. Branch
managers are pressured to expand portfolios,
credit officers must guard against default risks,
and frontline staff juggle demanding clients
while maintaining flawless accuracy. In such a
climate, stress becomes almost inevitable.

An internal report of 2023 presented by a major
commercial bank in Kathmandu revealed that
more than half of its mid-level employees
reported chronic fatigue and emotional
exhaustion. Long working hours, limited
family time, and the fear of underperformance
were among the most common complaints.
Over time, these pressures can lead to burnout,

Niraj Bhujel
Senior Assistant
Nepal Bank Limited

eroding both productivity and personal well-
being (Sharma, 2023).

At the organizational level, too, problems
persist. Many Nepalese banks, while efficient,
have developed a culture that values competition
more than collaboration. Promotions often
depend on numbers rather than character or
teamwork, which can breed quiet resentment and
a lack of trust. As Khumalo, Hewitt, and Harrop
Allin (2025) note in their study on workplace
toxicity, such environments tend to diminish
empathy and foster ethical compromises. In
Nepal’s context, this can manifest in employees
cutting corners to meet unrealistic targets or
losing sight of the broader social responsibility
their profession carries.

At personal level, bankers face another, subtler
problem: disconnection. The demands of their
works often leave them too drained to engage
with family, community, or even themselves. It
is not unusual to meet a banker in Kathmandu
or Pokhara who begins work before sunrise
and returns home after dark, with little time for
reflection or rest. Many speak quietly of feeling
“stuck”, financially successful, yet spiritually
and emotionally unfulfilled. As Usman (2010)
observed, such emptiness is common in
professions where material achievement is not
accompanied by moral or spiritual growth.

Rediscovering Spirituality in a Professional
Context

Spirituality, in this setting, does not mean
introducing religious rituals into office
corridors. It means helping people reconnect
with their inner values, honesty, compassion,
mindfulness, and purpose, and aligning those
values with their daily work. In a country like
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Nepal, where spiritual traditions run deep, this
idea has special resonance.

For centuries, Nepal has been a meeting ground
of Hindu and Buddhist thought. Concepts like
dhyana (meditation), sewa (selfless service),
and santosh (contentment) are woven into the
cultural fabric. These ideas remind us that
balance and awareness are not luxuries, but
necessities for meaningful living. Bringing
these principles into the workplace is simply a
modern reinterpretation of timeless wisdom.

The Practical Benefits of Spirituality and
Meditation

1. Reducing Stress
Emotional Balance

and Strengthening

Meditation and mindfulness are no longer
fringe practices; they are scientifically proven
tools for stress management. Goleman and
Davidson (2017) have shown that regular
meditation reshapes neural patterns associated
with anxiety and emotional reactivity. In
Nepal, several banks, including Nabil Bank
and Nepal Investment Mega Bank, have begun
experimenting with short mindfulness sessions
and yoga-based wellness programs. Employees
who participate in these initiatives often report
better focus, fewer conflicts, and a calmer work
environment.

A branch manager from Kathmandu shared in
a recent interview that her team begins every
morning with ten minutes of quiet breathing
and reflection. “We used to start our day with
meetings and emails,” she said, “now we start
with silence, and somehow everything feels
lighter.”

2. Improving Focus and Ethical Decision-
Making

Banking requires precision and clarity. A
single misjudgment can affect hundreds of
clients. Meditation enhances cognitive focus
and decision-making abilities (Tang, Holzel, &
Posner, 2015), making it particularly valuable
in high-stakes industries like finance.

Mindfulness also nurtures self-awareness,
a quality that prevents ethical lapses. When
individuals are more conscious of their thoughts
and motivations, they are less likely to act

impulsively or unethically. Internationally,
Triodos Bank 1in the Netherlands has
demonstrated how a spiritually grounded
business model can combine profitability with
purpose. In Nepal, similar values are emerging
in the form of ethical banking initiatives by
institutions such as Laxmi Sunrise Bank and
Prabhu Bank, which are beginning to prioritize

environmental and social accountability
alongside financial growth.
3. Restoring Work-Life Balance and

Personal Fulfillment

Spirituality teaches balance, not withdrawal
from work, but harmony between professional
ambition and inner peace. Practices like yoga,
journaling, or simple evening reflection can help
bankers maintain mental clarity and emotional
health. Many Nepali banks now offer wellness
retreats or “reflection days,” giving employees
space to disconnect from their screens and
reconnect with themselves.

Research by Ridlo, Wardahana, and Jessica
(2022) shows that workplace spirituality
increases job satisfaction and commitment.
When employees find meaning in their work,
they bring more energy and integrity to it. For
many Nepalese bankers, this rediscovery of
purpose can turn what once felt like a burden
into a calling.

4. Inspiring Ethical and Compassionate
Leadership

Perhaps the greatest contribution of spirituality
lies in leadership. A spiritually aware leader is
one who leads not through fear or authority,
but through integrity and empathy. Studies by
Kumara and Sengupta (2023) in the Indian
banking sector, findings that resonate strongly in
Nepal, show that workplace spirituality fosters
servant leadership, where success is measured
by the growth and well-being of others.

Some Nepalese banks have begun integrating
mindfulness  into  leadership  training,
emphasizing humility and ethical reflection.
Such efforts address a core issue in the sector:
the temptation to prioritize profit at the cost of
principle. As Noorani and Akhtar (2023) found,
spirituality enhances organizational trust, which



Q3% | e

in turn strengthens long-term performance and
reputation.

Building a Spiritually Conscious Banking
Culture

Integrating spirituality into Nepal’s banking
institutions does not require grand reforms. It
begins with small, intentional changes: quiet
spaces for reflection, optional meditation
sessions, leadership development rooted in
compassion, and policies that respect personal
time and well-being. These steps can gradually
reshape organizational culture, making it more
humane and sustainable.

As Sharma (2023) suggests, spirituality
provides managers with resilience, the ability to
stay composed and ethical even under immense
pressure. In an era where financial systems
grow more digital and impersonal, spirituality
reminds us of the one thing technology cannot
replace: human conscience.

Conclusion

The challenges facing Nepal’s banking
sector are not just economic, they are deeply
human. Stress, burnout, and ethical fatigue are
symptoms of a system that has forgotten the
value of inner balance. Spirituality offers a way
back: a reminder that success is not measured
only in profit margins but also in peace of mind
and integrity of action.

For Nepal, a nation whose heritage is steeped
in meditation and moral reflection, embracing
spirituality in banking is not a foreign idea, itis a
homecoming. As Goleman and Davidson (2017)
observed, real transformation begins within.
For the bankers of Nepal, that transformation
might begin not with another meeting or memo,
but with a few moments of silence and a single,
steady breath.
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Fundamentals of Investing in W AN
the Nepalese Capital Market

Abstract

This article examines the fundamentals of
investing in the Nepalese capital market by
analyzing key investment instruments, essential
decision-making  factors, and prevailing
challenges and opportunities. The capital
market plays a central role in mobilizing
savings into productive investments and
fostering economic development. In Nepal, the
market has expanded significantly, particularly
following the digitization of trading systems.
However, gaps in investor education, regulatory
inefficiencies, and limited financial instruments
still constrain market performance. This article
integrates insights from the extant literature to
provide a comprehensive understanding of how
investors can make informed decisions based on
fundamental and technical analyses. The article
concludes with practical recommendations for
investors, regulators, and market intermediaries
to strengthen Nepal's capital market ecosystem.

Keywords: Capital market, investment
instruments, investment decisions, Nepal Stock
Exchange.

1. Introduction

The capital market is a financial system where
long-term debt and equity securities are traded.
It is a crucial platform for channeling funds
from savers to entities that need capital for long-
term investments and growth. It plays a pivotal
role in economic development by facilitating
the mobilization of savings into productive
assets, providing a platform for companies to
raise long-term capital through equity and debt
instruments. The primary segment of the market
offers a channel for raising long-term capital,
whereas the secondary segment allows security

Dr. Bal Ram Chapagain
Asst. Dean
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holders to exchange their assets for liquid cash
(Edo, 2024).

In Nepal, the capital market is evolving, with
the Nepal Stock Exchange (NEPSE) facilitating
securities trading since 1994. The Securities
Board of Nepal (SEBON) regulates the market
to ensure the efficiency of the market system,
protect the prudent interests of investors, and
perform other activities for the development
of the Nepalese securities market (Securities
Board of Nepal, 2024). The capital market in
Nepal has witnessed gradual development,
with increasing participation from institutional
investors, dematerialization of financial assets,
and the introduction of the online trading system.
According to the statistics of CDS & Clearing
Ltd., there are 6,412,841 dematerialized
accounts (i.e., DMAT accounts), almost 22
percent of the country's total population, till
mid-October 2024. The participation of the
general public has risen exponentially in the last
four years, mainly due to the speedy digitization
of services after the COVID-19 pandemic. The
Nepal government has also taken the strategy
of providing the opportunity for non-resident
Nepali to invest in the Nepalese stock market
and moving forward in this direction to expand
the scope and volume of the market (Kafle et
al., 2023).

Despite the overwhelming participation of
retail and institutional investors in the Nepalese
capital market and future growth potential,
several issues and challenges remain with
investment in the Nepalese capital market. The
issues and challenges mainly relate to the lack of
a comprehensive understanding of investment
instruments among investors and inadequate
education on the essentials of investment
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decisions. Against this backdrop, this article
aims to provide an overview of investment
instruments in the Nepalese capital market,
examine the essentials of investment decisions,
outline current challenges and opportunities for
investors in the Nepalese capital market, and
draw a conclusion, including suggestions for
different stakeholders, such as investors, market
intermediaries, and the regulatory bodies.

2. Investment Instruments in the Nepalese
Capital Market

Investment instruments in the capital market
encompass a wide range of tools, including
equities, debt instruments, mutual funds,
derivatives, exchange-traded funds (ETFs), and
foreign exchange instruments. However, only
equities, debt instruments, and mutual funds
are being traded in the Nepalese capital market
(Securities Board Nepal, 2023).

2.1 Equities

Equities, often referred to stocks or shares,
represent ownership in a company. In the
capital market, they are a primary investment or
financial instrument for raising capital. They are
traded in stock markets, allowing investors to
buy and sell shares, with their value influenced
by the company's historical performance,
prospects, and market dynamics. Equities
include both common shares and preference
shares.

A common share, also known as an equity share,
represents a portion of ownership in a company.
A common shareholder can participate in
crucial company decisions through annual
general meetings and receive profits in the
form of cash dividends or bonus shares, while
also bearing losses if any. Preference shares
are a type of security that offers characteristics
similar to both common shares and fixed-
income securities, such as bonds. Although
preference shareholders are given priority in
providing fixed dividends, they usually do not
have voting rights in the company’s general
meetings (Aggarwal, 2024).

2.2 Debt instruments

Debt is a kind of loan that investors give to
companies or governments. When money is
invested in debts, investors receive interest
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payments over a specified period. At the end
of the term, the principal amount is repaid.
The most common types of debt instruments
are bonds and debentures. Bonds are long-
term securities issued by governments,
municipalities, or companies to raise capital.
Debentures are unsecured bonds or loans without
collateral, relying on the creditworthiness and
reputation of the issuer (Hirt & Block, 2012).
Debt instruments are suitable for risk-averse
investors who prefer stable and predictable
returns over the possibility of higher, but riskier,
gains from equities.

2.3 Mutual Funds

Mutual funds are collective investment schemes
that pool money from many investors to invest
in a diversified portfolio of stocks, bonds, and
other securities. In Nepal, shares or units of these
funds are listed on NEPSE and can be traded
like regular shares. Mutual funds offer a way for
individuals to invest in a diversified portfolio
without needing to directly purchase or manage
the underlying assets themselves (Kwon et al.,
2020). In recent years, mutual funds have gained
popularity among Nepalese investors due to
their simplicity and diversification benefits.

3. Essentials of Investment Decisions

“You can break the rules and get away with
it, but eventually, the rules break you for not
respecting them.” — Edward Toppel.

Today, many people want to make money by
breaking the rules and using shortcuts in the
stock market. However, if anyone pursues
shortcuts by breaking the fundamental principles
of investing or trading, it can mean short-run
success but long-run death, as remarked by
Edward Toppel. Therefore, among other things,
it is highly essential to perform appropriate
fundamental and technical analyses to maximize
returns, at least in the long run.

3.1 Fundamental Analysis

In the stock market, fundamental analysis is the
comprehensive evaluation of the basic factors
that could affect a company's performance
and profitability. It encompasses macro-
environmental analysis, industry analysis, and
company analysis. This analysis compares the
intrinsic value of a stock with its market price to
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ascertain whether the market price of the stock
is worth investing.

* Macro environmental analysis: It includes
the detailed examination of gross domestic
product (GDP), savings and investments,
inflation, interest rate, business cycle,
employment data, the flow of remittance, the
balance of payments, fiscal policy, monetary
policy, industrial policy, Nepal Rastra
Bank’s directives and circulars, political
and government stability, stock market-
related laws and regulations, technologies,
capacities and governance of regulatory
authorities such as SEBON and NEPSE, etc.

* Industry analysis: Industry analysis
is concerned with analyzing the factors
influencing industry attractiveness. It
encompasses (but not limited to): the
analysis of industry profit margin, industry’s
total market capitalization, growth prospect,
level of competition, industry entry and exit
barriers, bargaining power of buyers and
suppliers in the industry, and legal-social-
environmental issues in the industry (David
etal., 2023).

* Company analysis: It mainly deals with
corporate governance, financial performance,
and future growth prospects. The main
elements of good corporate governance
include the qualification and diligence
of the BOD; regulatory compliance;
independent and  efficient auditing;
transparency and integrity in financial and
other reporting; clearly defined mission,
vision, strategies, policies, and procedures;
etc. Several research studies have shown
that there is a positive relationship between
good corporate governance and a firm’s
financial performance and its stock market
performance in developing as well as
developed countries (Affes & Jarboui, 2023;
Puni & Anlesinya, 2020). While investing
in the stock market, investors should also
consider major financial performance
indicators, including earnings per share
(EPS), book value, price-earnings (PE) ratio,
price-to-book (PB) ratio, the dividend yield
of stocks, etc.

3.2 Technical Analysis

On the other hand, technical analysis involves
studying past market or stock behavior to
predict future price movements. Technical
analysts assert that market behavior is primarily
psychological, suggesting that the market
follows certain trends and patterns. While long-
term investors mainly consider fundamental
analysis to inform their investment decisions,
short-term traders especially rely on technical
analysis. Murphy (2022) and Hale (2023),
have suggested the various essential elements
of informed trading decisions that increase
the chances of successful trading in the stock
market. They are:

* Objective analysis: objective analysis of
price and volume using various tools and
indicators such as candlestick patterns, chart
patterns (e.g., head and shoulder; triple
tops and bottoms; symmetrical, ascending
or descending triangle; flags and pennants;
falling or rising wedges; etc.), support and
resistance, relative strength index, trend
analysis, etc.

* Risk management: Managing risk in stock
trading is crucial for protecting capital and
increasing the chances of long-term success.
Some of the important tools and techniques
for risk management are setting a stop-loss
order, portfolio diversification, position
sizing, using a risk-reward ratio, avoiding
emotional trading, monitoring market
conditions, limiting the use of leverage, and
hedging.

e Psychological factors: The psychology
of traders and investors plays a significant
role in the stock market, often influencing
their decisions and market behavior. The
consequences of psychological factors,
including emotions (fear and greed),
herd mentality (following the majority
without their own research), recency bias,
overconfidence bias, confirmation bias, and
fear of missing out (FOMO) should also be
considered while making trading decisions.

* Record keeping: For stock market traders,
maintaining accurate and comprehensive
records is crucial for tracking performance,
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managing taxes, and making informed
trading decisions. The essential record-
keeping items include portfolio summary
(including securities held, total quantity,
weighted average cost of capital (WACC),
last trading price (LTP), market value as per
LTP, sector-wise and scrip-wise percentage
of holdings, unrealized profit/loss in each
scrip, etc.), trading summary (including date
of trade, ticker symbol, buy/sell status, price,
quantity, commissions, capital gain tax,
and net profit/loss, trade comments, etc.),
broker account (including securities traded,
payables, receivables, etc.), risk management
records (such as stop-loss levels, take profit
levels, position sizing, etc.), and key data
from the relevant news or reports), etc.

3.3 Making a Trade-off

While fundamental analysis can inform long-
term investment decisions based on a stock’s
intrinsic value, technical analysis is often used
for short-term trading decisions. Investors
might make a trade-off in investment decisions,
using fundamental analysis to identify suitable
companies and technical analysis to find the
optimal buying or selling points. In the context
of Nepal, investors and traders may find
various information relating to fundamental
and technical analysis from several sources,
including (but not limited to):

» Securities Board of Nepal (SEBON)
» Nepal Stock Exchange (NEPSE)
* Nepal Rastra Bank

* Online portals that mainly include stock
market-related content (such as Share Sansar,
Merolagani, Nepse Alpha, etc.)

* Annual and quarterly reports of listed
companies, etc.

4. Challenges and Opportunities for
Investors in the Nepalese Capital Market

There are several challenges and opportunities
for investors in Nepal's capital market.
According to Koirala and Bajracharya
(2004), the major issues and challenges of
the Nepalese stock market are attributed
to the political instability, poor economic
conditions, inadequate legal provisions to
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foster capital market development, and the
lack of good governance in listed companies
and intermediaries, resulting in poor security
of mainly the minority shareholders. However,
with the increase in size and complexity of
the Nepalese stock market over time, several
other challenges have also emerged. The key
challenges of the Nepalese stock market in the
present context are as follows:

i. Market volatility: Nepal's stock market is
characterized by significant fluctuations,
often driven by speculative trading rather
than fundamentals. This volatility can create
uncertainty and risk for investors.

ii. Regulatory issues: Frequent changes
in regulatory policies, inadequate legal
provisions to attract foreign investors, and
a lack of adequate resources and capacities
of regulators, i.e., SEBON and NEPSE,
to monitor and control unethical trading
practices, such as insider trading, pump and
dump, spoofing and layering, and circular
trading.

iii. Government instability: Frequent changes
in the government in Nepal often translate
into economic instability, which can
negatively impact the capital market and
investor confidence.

iv. Limited investment instruments:
Nepal's capital market is predominantly
equity-focused, with fewer options for
diversification. Investment instruments,
such as derivatives, exchange-traded funds
(ETFs), and foreign exchange instruments,
have not been introduced yet, which limits
investment strategies and risk management
options for investors.

v. Corporate governance issues: Some listed
companies have poor corporate governance
practices, including a lack of adequate
qualifications and diligence in the BOD, poor
risk management practices, and inadequate
disclosure of financial information and
related-party transactions.

Despite some challenges, several opportunities
prevail for investors in the Nepalese capital
market. The following are the main opportunities
for investors in the Nepalese capital market.
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Growing awareness and  market
participation: There is an increasing
awareness among the public about investing
in the stock market, leading to a growing
number of retail investors. This could
contribute to improved liquidity and market
depth.

Economic  growth  prospects and
government initiatives: Nepal has the
potential for sustained economic growth,
mainly due to the growth prospects of the
hydropower and tourism sectors. Likewise,
the government has been making efforts
to modernize the stock market and attract
foreign investors, including non-resident
Nepali.

Undervalued stocks: Compared to some
mature markets, the NEPSE, many sectors
within NEPSE, and specific scrips are still
undervalued, offering the potential for
significant returns. For instance, as of 9th
October 2025, the P/E ratio of the banking
sector is only 15.56. A P/E ratio below 20
is generally considered highly undervalued
and thus safe for long-term investment.

Green and sustainable investment
opportunities: With Nepal’s focus on
hydropower and renewable energy, there
are opportunities for investors interested
in sustainable and green investments,
especially with the global trend towards ESG
(Environmental, Social, and Governance)
criteria.

Digital transformation: The capital
market's shift towards digitalization can
enhance market access and efficiency.
Some brokers are planning to use their own
customized online trading management
systems, offering investors a wide range
of features facilitating their investment
decisions. Many brokers, including Secured
Securities Limited as a first-mover, have
already started their customized trading
management system (TMS), which can be
used from desktop computers, laptops, and
mobile phones.
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5. Conclusion

Although the Nepalese capital market has
immense growth potential, it faces several
challenges that must be overcome to create
an investor-friendly environment and ensure
sustainable growth. In this context, the
following suggestions can be provided to
different stakeholders, including investors,
regulatory bodies, market intermediaries, and
other stakeholders.

For Investors and Traders:

* Informed decision making: Investors
and traders should make evidence-based
decisions, rather than ad hoc. They should
access information from reliable sources,
such as SEBON, NEPSE, and NRB, and
perform adequate fundamental and technical
analysis to inform their investment decisions.

* Risk management: Setting stop-loss orders,
limiting leverage use, understanding market
trends, and diversifying portfolios can help in
avoiding or minimizing losses, particularly
during market volatility.

* Long-term perspective: Given the market's
volatility, adopting a long-term investment
approach may help avoid short-term market
fluctuations. Identifying undervalued stocks
with solid fundamentals can be beneficial.

For Regulatory Bodies:

e Strengthen regulatory framework: Update
regulations to address emerging trading
practices and market dynamics. Developing
a comprehensive legal framework for
introducing investment instruments like
derivatives, ETFs, and forex instruments can
help diversify and expand the market.

e Attract foreign investment: To attract
foreign investors, including non-resident
Nepali people, SEBON and NEPSE, in
coordination with the government, should
streamline processes, reduce bureaucratic
hurdles, and ensure policy stability. Likewise,
enforcing stricter corporate governance
standards can enhance investor confidence.

* Enhance capacities and improve corporate
governance standards: Enhancing the
capabilities of regulatory bodies to detect and



Q¥R | s

curb unethical practices will ensure effective
market monitoring and investor protection.

For Market Intermediaries (such as
stockbrokers, merchant bankers, and CDS &
Clearing Ltd.)

* Technological infrastructure: Market
intermediaries should invest in appropriate
technologies  to  facilitate = seamless
transactions and real-time data access.
Customized online trading management
systems should be developed to cater to
diverse investor needs.

* Prevent unethical trading practices:
Market intermediaries should adopt stringent
measures to prevent unethical trading
practices like circular trading and insider
trading.

* Investor education: They can conduct
regular training and workshop sessions to
educate investors about fundamental and
technical analysis, risk management, and the
importance of investing. This is also in line
with the regulatory requirement to spend at
least one percent of their total profit on CSR
activities vis-a-vis investor education and
awareness.

For other stakeholders:

* The government should enforce appropriate
laws and ensure policy stability to ensure
the economic development of the country.
It should also provide adequate support to
SEBON and NEPSE to create a conducive
environment for stock market development.

* The listed companies should adopt good
corporate governance practices and provide
timely and accurate disclosures.

* The general public, media, and other
stakeholders should also think from the
premise that “what is good for the stock
market is good for the country”.

To sum up, the Nepalese capital market offers
promising opportunities for investors despite
certain challenges. However, the collective
efforts of investors, regulators, market
intermediaries, and other stakeholders are
essential in this pursuit.
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Grey-Listing and Its Economic & Financial
Impacts and Recommendations for
Nepalese Banks to Maintain Correspondent

Relationships

Introduction

The Financial Action Task Force (FATF) is an
intergovernmental  organization established
in 1989 by the G7 countries to develop and
promote policies aimed at combating Money
Laundering (ML), Terrorist Financing (TF),
and Proliferation Financing (PF). FATF sets
international standards known as the FATF
Recommendations, which guide countries in
building strong legal, regulatory, and operational
frameworks against financial crimes.

Headquartered in Paris, France, FATF currently
has over 200-member jurisdictions through
regional bodies like the Asia/Pacific Group on
Money Laundering (APG) of which Nepal is a
member since 2002. FATF monitors countries’
compliance through mutual evaluations,
and identifies high-risk or non-compliant
jurisdictions through its grey list and blacklist
processes.

When a country is placed on the FATF “grey
list>—officially called the “Jurisdictions Under
Increased Monitoring”—it means the country’s
anti-money laundering and counter-terrorism
financing (AML/CFT) framework has strategic
deficiencies; however, the country has formally
committed to work with FATF to address those
gaps within an agreed action plan.

Grey listing acts as an international warning
that a jurisdiction requires closer supervision
and demonstrable reforms. While not as severe
as blacklisting, it often leads to:

* Increase scrutiny from global banks and
investors

* Higher compliance costs for cross-border
transactions

Basudev Bhattarai  Abhiyan Upadhyay
Director Deputy Director
Nepal Rastra Bank  Nepal Rastra Bank

* Potential reputational and economic impacts

Till 13 June 2025, twenty four countries are
in FATF grey list, with Nepal's designation
occurred in February 2025. Nepal's designation
in the FATF grey list is not unprecedented
with previous listing in 2008 and removal in
2014. In this article, we discuss the channels
through which grey listing affects economies
and practical, actionable solutions for Nepalese
banks.

Main channels through which grey-listing
affects economies

1. Correspondent-banking friction and losses
of Correspondent Banking Relationships
(CBRys)

Global correspondent banks apply enhanced
due diligence to transactions involving grey-
listed jurisdictions and may terminate or
restrict relationships perceived as high-risk.
That raises costs, slows cross-border payments
and can reduce financial inclusion (especially
remittances). Many studies estimate sizeably
reductions in payments flows after listing. The
IMF working paper (WP/21/153) finds that,
being placed on the FATF grey list can cause
a significant negative impact on a country's
capital inflows, estimating a decline of 7.6%
of GDP on average with one SWIFT-based
analysis suggesting up to 10% reduction in
payments received in some cases. Effects are
larger for small open economies dependent on
remittances and correspondent banks.

Example- A bank in the grey-listed country
loses one European correspondent, must route
payments through an additional intermediary
(higher fees, longer settlement times), and must
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invest in new AML tooling and staff to retain the
remaining CBRs.

2. Higher compliance costs

Correspondent banks seek more documents
and diligence proofs to confirm letter of
credits (L/Cs) and also charge higher fees in
order to confirm them. Also, local banks must
upgrade AML/CFT systems (KYC/CDD, STR
reporting, transaction monitoring, staff-number
and capacity, legal reviews), raising operating
expenses and often capital needs.

Example- A letter of credit (L/C) takes longer
to confirm; the confirming bank adds more
documents and charges higher fees due to
increased trade-finance checks.

3. Remittance & trade impacts

Remittances can face delays, higher fees and
increased documentation; smaller remittance
companies may lose access to banking rails.
Trade finance costs and delays can grow as
banks apply strict checks to letters of credit and
trade flows.

Example- Remittance sent by a migrant worker
is delayed two days and charged an extra 3—5%
fee because the local remittance company'’s
bank requires additional documentation.

4. Investment and credit effects

Grey-listing can deter foreign direct investment
and increase borrowing costs for sovereigns and
corporates by raising perceived counterparty
risk and possibly affecting credit ratings.
While these are not explicit in the agreements/
negotiations, the AML/CFT regime and overall
governance of the country is certainly a hidden
consideration.

5. Humanitarian / aid complications

For fragile or conflict-affected states, grey-
listing can impede NGOs’ ability to move funds
quickly and safely to beneficiaries.

6. Reputational effects

Tourism, multinational supply chains, and
cross-border service providers may re-evaluate
exposure.

Some country examples — what happened in
practice

Pakistan (grey-listed 2018 — exited 2022)

Pakistanwas placed onthe FATF grey listin 2018
and engaged in a multi-year action plan. Over
the period it strengthened legal frameworks,
prosecutions and supervision and exited the
list in 2022 after meeting FATF requirements.
During grey-listing, Pakistan experienced
increased scrutiny from correspondent banks
and tighter due diligence on remittances and
trade. Local commentary and policy papers
pointed to higher banking costs and a need for
active  central-bank/diplomatic  engagement
to preserve CBRs. Removal helped stabilize
relations with international lenders and improve
market sentiment.

Philippines (grey-listed Jun 2021 — exited Feb
2025)

Philippines entered increased monitoring in
2021 and worked through an 18-item action
plan; removal in Feb 2025 followed legal,
supervisory and operational steps. Authorities
and the central bank explicitly linked exit to
easing correspondent-banking frictions and
faster cross-border transactions.

Lebanon (recently grey-listed)

Lebanon's grey-listing in 2024-2025 occurred
while the country already faced a severe
banking and sovereign crisis. There has been
continuous warning that grey-listing would
exacerbate capital flight, reduce correspondent
willingness to handle Lebanese transactions,
and make remittances and trade finance harder
— at a time when these flows are critical.

Practical, actionable suggestions for Nepalese
banks on maintaining correspondent banking
— immediate, medium and longer-term

As mentioned above, the repercussions of
being grey listed are huge. The stakeholders
that contributed to being grey-listed might be
totally different from the sectors that are heavily
impacted. For example, due to much weaker
supervisory regime in cooperatives, casinos,
dealers in precious metals and stones and real
estate sectors, the effectiveness of AML/CFT
controls in supervisory and preventive measures
of Nepal are assessed to be low in Nepal's
Mutual Evaluation Report in 2023; however
heavy beating is experienced by the banks and
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overall financial sector in general. So, it is the
responsibility of the banks to come forward
to lead change in their sectors for necessary
positive externality and spillovers into the other
sectors.

Below are concrete steps Nepalese banks
can and should implement to manage risks,
preserve critical correspondent relationships
and protect remittance corridors. These actions
not only support national exit from the grey
list but also create robust framework to at least
maintain CBRs. These are practical measures
that combine compliance (reduce the country’s
signal risk) with business continuity (keep
payments flowing).

Immediate (0—3 months) — stabilize relations
and triage risk

1. Map critical correspondent
dependencies: Banks shall produce a
list of all correspondent relationships,
payment-routing paths, and alternative
corridors (SWIFT vs non-SWIFT rails).
This can be regularly monitored through
"CBR risk dashboard" containing details of
top 10 correspondents, respective volumes,
percent of total cross-border flows and
fallback options.

2. Open proactive outreach to
correspondents and clients: Banks
shall communicate steps like enhanced
controls, STR governance, Beneficial
Ownership checks that are being taken in
a short, factual “due-diligence pack” and
can supply updated AML policies, senior
compliance contact, sample suspicious
transaction reporting (STR) process and
Key Performance Indicators (KPIs) like
timeframe for AML investigations.

3. Prioritize high-quality STR submission &
rapid escalation: Banks shall ensure STRs
submitted to the FIU- Nepal are timely,
actionable and include strong analytical
narratives. Internal quality score can be
prepared by developing internal metrics
including qualitative information like STRs
acknowledged and feedback provided by
the FIU.
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4. Freeze new high-risk onboarding until
enhanced CDD is in place: Banks shall
temporarily apply enhanced due diligence
(EDD) for new customers in sectors flagged
by Mutual Evaluation Reports and Follow
Up Reports (e.g. certain cooperatives, high-
risk DNFBPs, VASPs) to avoid further
incidents that could harm correspondent
relationships.

Short to medium term (3-12 months) —
harden systems & prove effectiveness

5. Accelerate BO discovery &
documentation: Banks shall  build
automated beneficial owner (BO) collection
in account opening and require periodic
re-affirmation for higher-risk clients; seek
information from legal persons' registration
offices like Office of Company Registrar
as per provisions of Asset Laundering
Prevention Act and use third-party BO
data vendors. Banks can monitor the status
of up-gradation through KPIs like percent
of corporate customers with verified BO
information, time to verify BO etc.

6. Upgrade transaction-monitoring & case-
management tools: Banks shall invest in
behavior-based analytics, rules tuned to
remittance/ trade patterns, and automated
case prioritization to ensure transaction
monitoring produces fewer and higher-
quality alerts. This can also be monitored
through KPI like alert-to-case conversion
rate and average case resolution time.

7. Create a dedicated Correspondent-
Banking Risk Unit: Banks shall form a
dedicated correspondent banking risk unit
to manage correspondents, coordinate KYC
packs, perform quarterly joint reviews with
key correspondents and track escalating

remediation items through dedicated
Terms of Reference (ToR) and engagement
calendar.

8. Improve sanctions and Targeted
Financial Sanction (TFS) screening

along with regulatory reporting: Banks
shall ensure real-time sanctions screening,
structured escalation rules and audit
trails and demonstrate to regulators and
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correspondents that the bank reliably
freezes and reports assets as per TFS rules.
This can be monitored through time taken
to freeze/report after detection and audit
completion rate.

9. Enhance AML staffing, training &
Quality Assurance (QA): Banks shall add
experienced AML analysts (or reallocate)
with language and payments skills and run
periodic case-review QA among analysts.
Banks can also approach necessary
experts for external training. These can
be monitored through KPI like analyst-to-
transaction ratio and QA error rate.

10. Formalize public-private engagement
& information sharing: Banks shall hold
regular briefings with FIU- Nepal, NRB and
major correspondents, share typologies and
red-flag scenarios especially on remittances
and informal channels to improve trust
through public-private dialogue.

Medium to long term (12-36 months) —
demonstrate measurable outcomes and
resilience

11. Document and publish measurable
results for FIU-Nepal & external
stakeholders: Banks shall track and share
key metrics like number of STRs submitted,
percent of STRs leading to investigations,
number/value of asset freezes and
confiscations attributable to bank referrals,
number of sanctioned accounts blocked
and supervisory inspection outcomes. This
can be showcased through annual AML
effectiveness report.

12. Design a contingency plan for CBR
loss: Banks shall maintain an operational
contingency through measures like
correspondent fallbacks, multiple nostro
accounts in different currencies/regions and
pre-approved intermediary correspondents.
They should also simulate payments
outages and test manual processes as part
of disaster scenario analysis and business
continuity planning.

13. Engage in national advocacy to close
systemic gaps: Banks shall also work with
NRB and FIU-Nepal to help close national
weaknesses flagged by various reports on
Nepal including issues of BO registries,
implementation of TFS and stronger
supervision of DNFBPs.

Finally,

Banks alone cannot solve a country’s grey-
listing signal. In order to complement the
bank's work, the national authorities must
simultaneously support on the key structural
bottlenecks and significant deficiencies which
can be leveraged in short span of time. Some
of these issues are: provide timely, reliable
access to beneficial-ownership data; showcase
increases in  high-quality investigations,
prosecutions and asset-recovery outcomes;
strengthen supervision of vulnerable sectors
(cooperatives, higher risk DNFBPs); coordinate
an outward communications strategy to reassure
foreign banks and investors. When these
government actions are visible and measurable,
correspondent banks ease restrictions — banks
should proactively support and feed evidence
into the government’s FATF reporting.

Grey-listing is a severe challenge — but it can
also be an accelerant to build truly modern
AML/CFT capability. Banks that invest wisely
in analytics, staff, high-quality reporting to
the FIU, and transparent engagement with
correspondents will not only reduce the near-
term cost of doing business — they will be
better placed to win market share once the
country exits monitoring. Collaboration
between banks, regulator and the FIU is the
single most effective lever to shorten time on the
grey list. Additionally, the severe impact it can
create on correspondent banking relationships
should be carefully inherently addressed by the
banks themselves so that they are resilient to
any adverse impact or statements by the FATF
during the grey listing status.
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“Information Technology and
Financial Inclusion: Shaping
Nepal’s Digital Banking Future,
Vision 2030”

Introduction

The twenty-first century has witnessed a
profound transformation in the way information
and communication technologies (ICT) drive
economic progress, shape governance, and
redefine public and financial services. Globally,
digitalization has become the cornerstone of
competitiveness, inclusion, and innovation.
Nepal, though a developing country, is no
exception. The digital revolution has steadily
permeated its economy touching government
institutions,  businesses, education, and
especially the banking and financial sectors.

Thisarticleexploreshow informationtechnology
(IT) has evolved into a catalyst for financial
inclusion in Nepal and envisions how digital
banking will continue to transform the nation
by 2030. It draws from two complementary
dimensions: the broader progress of Nepal’s
IT ecosystem and the specific acceleration of
digital finance within the banking industry.

The rapid global development and use of
information technology (IT) have also had a
significant impact in Nepal. Along with the
federal government, provincial and local levels
are making efforts to develop and use IT-
based systems in their own ways. Although the
economic conditions of provinces differ, their
initiatives in IT development and usage appear
relatively similar. However, disparities remain
in IT access and usage across the provinces.

Digital Access Across Provinces

Out of 2,514,510 households with internet
access in Nepal:

* Bagmati Province has the highest number =
864,913 households.

Er. Uttam Karki
Lecturer
Tribhuvan University

e Karnali Province has the lowest = 74,234
households.

Similarly, 998,478 households nationwide use
laptops, with Bagmati leading (474,452) and
Karnali trailing (20,470).

For smartphone usage, 4,862,885 households
own smart devices nationwide, with Bagmati
(1,254,709) leading and Karnali (212,749)
being the least connected.

Policy and Institutional Framework

Among the seven provinces, only Gandaki
Province has introduced an official IT policy.
However, all provinces have included IT
promotion and digitalization goals in their
annual policies and programs for the fiscal year
2080/81 (2023/24).

The concept of a Digital Province has been
introduced by all except Madhesh Province,
while only Madhesh, Gandaki, and Lumbini
have enacted IT-related laws. Gandaki and
Lumbini have also developed institutional
structures to support IT initiatives.

Human Resources and Education
In terms of IT-related education:

* Bagmati Province leads with 7,167 students
across 112 colleges.

» Karnali Province lags with 268 students
across 3 colleges.

Overall, Nepal has 12,900 students studying
IT in 161 colleges and 1,551 students in 59
technical institutes nationwide.
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Government Efforts
Framework

and Digital Nepal

The government recognizes IT as a key driver
to achieve national goals under the 15th Five-
Year Plan and long-term vision.

The Digital Nepal Framework (2019) created
with private sector collaboration provides a clear
roadmap for digital transformation, focusing
on public service delivery, e-governance, and
infrastructure development.

Despite progress, digital inequalities persist:
developed provinces have more advanced IT
infrastructure, while remote provinces like
Karnali remain far behind the Global Landscape

The global digital banking sector, which was
estimated at $10.9 trillion, is anticipated to
reach nearly $19.9 trillion in 2026, expanding
at a CAGR of 3%. In 2024 alone, around 1.75
billion digital accounts handled $1.4 trillion,
which is roughly $2.7 million per minute - a
vivid reminder of how frictionless finance is
becoming the norm.

This explosive growth is not just about
convenience; it is also a strategic imperative
for the banking industry. Over 70% of global
financial institutions are prioritizing investment
in digital transformation strategies to keep up
with evolving customer preferences. Behind the
scenes, banks are going all-in on Al-powered
tools, cloud-native platforms and blockchain
integration.

Al, in particular, is becoming the front door
of modern banking. Over 65% of banks
have deployed Al-driven chatbots to handle
everything from account queries to payment
reminders. By 2025, 95% of customer
interactions in banking are expected to be via
Al chatbots.

Consumers are driving the shift too. Around
63% of users prefer digital channels over
physical branches, and 61% believe Al makes
their banking experience smoother. Nearly 90%
of global banking customers now prefer using
digital channels instead of visiting the bank in
person. This highlights a significant change
in consumer behavior. Further, widespread
smartphone adoption, with over half the world’s
population, some 4.3 billion people owning one,

is propelling this growth and interest in digital
banking.

OR payments are also scanning their way to
the top. The service witnessed a 117% jump in
transaction volume hitting 169 million, and
a 104% leap in value, nearly Rs 500 billion
(approximately 33 billion), during the period.
On the other hand, ConnectIPS, the interbank
transfer platform, also witnessed a 49.5%
growth in volume, processing 75.6 million
transactions in fiscal year 2023-24.

Nepal's push for universal QR payments,
guided by its 2021 QR Standardization
Guidelines, is a strong first step toward
streamlining digital transactions for both
merchants and consumers.

But digital transformation is not just about
being flashy, it should also be delivering cold,
hard savings. Research shows that digital
transformation can slash operating costs by
40% with the right technology stack.

For instance, Australia and New Zealand bank
(ANZ), invested $2.5 billion in its digital
banking platform “ANZ Plus” and is betting
big on lowering acquisition and servicing costs.
The anticipated payoff? More room to innovate,
better customer retention and improved agility
in adapting to market shifts.

The transformation is already well underway.
But as the world rewrites the rules of banking, is
Nepal shaping the story or just treading along?

Nepal’s Digital Banking Market: A Rapidly
Rising Contender

Nepal’s digital finance story did not start
yesterday. It dates back to the early 1990s
when Nabil Bank introduced credit cards. Fast
forward, Himalayan Bank rolled out ATMs and
local cards by 1995, Kumari Bank launched
internet banking in 2002, and mobile banking
with SMS came via Laxmi Bank in 2004.

Today, digital banking is more than a trend; it
is a lifestyle. With 16.5 million internet users
(about 56% of the population) and smartphone
ownership over 73% in early 2025 (expected
to hit 85% by 2030), Nepal is primed for a
digital leap. From bustling cafés in Kathmandu
to the serene slopes of Kalinchowk, cashless
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transactions are becoming the norm. Mobile
banking users surged 15.4% between July 2023
and July 2024, crossing 24.7 million.

To truly compete on the global stage, Nepal
must look beyond setting technical rules.
Vietnam's VietQR highlights the impact of
a centralized, interoperable QR platform
that simplifies payments across institutions,
while India's BharatQR illustrates how deep
integration with banks and card networks can
make QR payments part of everyday life.

Inspired by these examples, Nepal could
consolidate its fragmented QR ecosystem into
a unified national QR gateway with real-time
settlement capabilities.

At the center of this financial change is the rise
of digital wallets. Once viewed with scrutiny
and mistrust, e-wallets have become crucial to
everyday life for the Nepali people. eWallets
have exploded from under 5 million users in
2020 to a jaw-dropping 23.46 million by mid-
2024, a 5x growth in four years.

Leading the charge are eSewa (with 8 million
users and 250,000 agents across Nepal), along
with Khalti by IME and Namaste Pay. Whether it
be paying utility bills, transferring remittances,
settling school fees, booking movie tickets or
handling traffic fines, these apps are turning into
one-stop platforms for daily financial tasks for
fellow countrymen.

QR payments are also scanning their way to
the top. The service witnessed a 117% jump
in transaction volume hitting 169 million, and
a 104% leap in value, nearly Rs 500 billion
(approximately $3 billion), during the period.
On the other hand, ConnectIPS, the interbank
transfer platform, also witnessed a 49.5%
growth in volume, processing 75.6 million
transactions in fiscal year 2023-24.

But it is not all smooth sailing. Rural and
peri-urban areas still grapple with patchy
internet, limited digital literacy, fear of fraud
and smartphone availability challenges. Plus,
merchant adoption varies because many sellers
need clear, relatable use cases that make digital
payments feel worth it. Therefore, fixing these
needs may require a two-pronged approach:
relevant, everyday use cases that resonate with
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people, and evolving services tailored to peer-
to-peer, person-to-business and government
payments verification services.

The Policy Power-Up: Government’s Digital
Handshake

Nepal Rastra Bank (NRB) is not just watching
but is actively steering and shaping the broader
banking industry’s digital transformation. Here’s
a quick look at the major initiatives setting the
stage for Nepal’s digital finance future:

» Digital Finance Innovation Hub (2025): A
sandbox where fintech startups can safely test
new digital payment ideas under regulatory
guidance of NRB before going live.

» Digital Nepal Framework 2.0 (2025): A big-
picture plan to boost digital infrastructure,
sharpen digital skills, promote inclusiveness,
and power sustainable economic growth.

» Digital Payments Strategy (2024): Creating
a safe, innovative fintech environment
that encourages fresh ideas and strong
regulations.

* QR Code Nepal Project: Growing merchant
QR acceptance from 40,000 in 2020 to over
300,000 across every district by mid-2024.

* Compulsory Digital Banking Services: NRB
is making it compulsory for all commercial
banks to offer accessible digital banking
platforms.

* Rural Outreach Programs: Ensuring women,
elderly, and farmers aren’t left out of the
digital revolution.

NRB introduced the Cybersecurity Framework
in 2025, which requires all banks to enhance
protections against fraud, breaches and data
misuse. This way, as digital banking grows,
it does so securely. However, this move came
only after a string of high-profile breaches
between 2017 and 2023 caused serious
financial headaches for major banks and their
customers. Clearly, there is still plenty of room
for the banking sector to step up as a vanguard
in cybersecurity, proactively safeguarding
customer trust and financial stability rather than
reacting after the fact.
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Today, digital banking is more than a trend; it
is a lifestyle. With 16.5 million internet users
(about 56% of the population) and smartphone
ownership over 73% in early 2025 (expected to
hit 85% by 2030), Nepal is primed for a digital
leap.

From bustling cafés in Kathmandu to the
serene slopes of Kalinchowk, cashless
transactions are becoming the norm. Mobile
banking users surged 15.4% between July
2023 and July 2024, crossing 24.7 million.

While the banking sector has made notable
progress in digital transformation, the question
remains: is it genuinely catching up with global
leaders or just keeping pace?

Learning curve of Nepal’s Banking Industry

The global race is no cakewalk, and to compete,
Nepal needs to accelerate its innovation pace.
In Nepal, security is a ticking clock. A 2023
survey by the Nepal Bankers’ Association
found that only 30% of banks conduct regular
cybersecurity audits, even as cyberattacks
surged 60% between 2020 to 2023.

The wake-up call came in 2022 when a major
cyberattacks knocked a bank offline for three
whole days, affecting 500,000 customers. This
highlighted the need for systemic improvements
in the banking sector.

Experiences of neighboring countries can be
valuable for Nepal. The Bangladesh Bank,
the central bank of Bangladesh, for instance,
created a Cyber Security Incident Response
Team (CSIRT) to monitor threats in real time by
coordinating quick responses through proactive
strategies like mandatory cybersecurity audits
and regular training on phishing awareness
for bank employees. By adopting such proven
regional strategies, Nepal could strengthen
its defenses and build a safer digital banking
environment.

Nepal’s push for universal QR payments, guided
by its 2021 QR Standardization Guidelines, is
a strong first step toward streamlining digital
transactions for both merchants and consumers.
But to truly compete on the global stage,
Nepal must look beyond setting technical
rules. Vietnam’s VietQR highlights the impact
of a centralized, interoperable QR platform

that simplifies payments across institutions,
while India’s BharatQR illustrates how deep
integration with banks and card networks can
make QR payments part of everyday life.

Inspired by these examples, Nepal could
consolidate its fragmented QR ecosystem into
a unified national QR gateway with real-time
settlement capabilities. This would not only
advance financial inclusion but also ensure
seamless interoperability between banks,
wallets and service providers, thus bringing QR
adoption from convenience to ubiquity.

Afterthoughts

Nepal is not just mimicking global trends; it
is localizing and applying them effectively in
several key areas of digital banking, especially
in mobile wallet usage, QR code payments, and
financial outreach.

However, it now needs to move beyond basic
adoption and focus on strengthening digital
infrastructure, enhancing cybersecurity, and
expanding financial literacy to compete globally.
Drawing from the experiences of Bangladesh
and India, Nepal could be well-positioned to
accelerate its digital transformation and build a
future-ready digital economy.

Information technology has become an
integral part of life. However, various reasons
are responsible for its failure to become as
widespread and effective as it should be. The
future path to be taken to solve the problems
that are seen as challenges for the promotion of
this sector has been discussed here.

All seven provinces have made efforts to
embrace information technology in their own
ways. However, if we look at the legal and policy
foundation required for the promotion of this
sector and the level of educational infrastructure
and online-based good governance for the
necessary human resources, on the one hand, it
is inadequate, and on the other hand, there is a
great disparity between the provinces in terms
of its development and use.

No matter how much people talk about
digitalization, itisnotpossibletospread sufficient
public awareness about it, skilled manpower is
concentrated in the capital and large cities, it is
notyet possible to integrate service providers and



service recipients with information technology
and encourage its use, and it is not possible to
have extensive discussions with stakeholders
from the formulation to implementation of
information  technology-related  programs.
Bagmati Province, which also has the capital
Kathmandu, is ahead of other provinces in the
necessary capacity for information technology,
while Karnali Province, which is the most
backward in economic indicators, is also
behind in the field of information technology.
There is also a great disparity between the
provinces in the use of the internet, laptops and
smartphones required for using information
technology. Policy progress for information
technology is also not satisfactory. Of the seven
provinces, only Gandaki Province has a policy
on information technology, indicating that the
provinces are less serious about policy reforms
in this area.

Although the development and wuse of
information technology in the country have
reached a significant level, many challenges
and obstacles have been seen as responsible for
the development and expansion of this sector in
the form that it should be. Even now, problems
and challenges such as lack of skilled human
resources, infrastructure, investment-friendly
policies and laws for information technology
in the provinces, a significant number of
employees at the local level are not skilled
in using computers, employees and service
recipients are not able to use some systems,
and information and technology cannot be
developed as an important pillar of the national
economy are still visible. A survey conducted on
the quality of services of government offices that
are crowded with many service recipients also
showed that there is widespread dissatisfaction
among service recipients with the services of
those offices. This shows that the provinces are
lagging behind in good governance. It is clear
that the services have not been effective because
service providers and service recipients still
do not have the ability to use online systems.
Although information technology has started
to bring ease in the flow of public services, the
main challenges in Karnali Province, which
lags behind other provinces, are the lack of
adequate infrastructure and human resources,
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as well as policies and laws. The technological
initiatives taken by the provincial government
so far have had a positive impact. However, due
to various reasons such as lack of infrastructure,
lack of skilled manpower, lack of information
technology-friendly laws, and failure to reach
the general public with the new technologies
and systems used, it can be concluded that
the implementation of the plan to digitize this
province has not been effective. The government
has a concept of increasing use of the internet,
development and use of digital systems, and
making public services technology-enabled.
However, problems such as the lack of a
separate mechanism for implementation and the
lack of policy arrangements can be considered
as additional challenges. Despite various
challenges, there is no doubt that the quality
and efficiency of services can be increased,
which can bring considerable economic benefits
through the development and effective use of
information technology.

Global Lessons and Nepal's Path to Vision
2030

Countries like India and Vietnam offer valuable
insights. India's BharatQR and Unified Payments
Interface (UPI) demonstrate how centralized,
interoperable platforms revolutionize everyday
payments. Similarly, Vietnam's VietQR proves
that simple, standardized systems can drive
nationwide financial inclusion.

For Nepal, building a unified national QR
gateway with real-time settlement capabilities
could integrate banks, wallets, and service
providers under a single digital umbrella,
bringing true interoperability and efficiency.

The Vision for 2030
By 2030, Nepal aims to:

* Achieve 100% financial inclusion through
digital channels.

» Ensure every citizen has access to affordable
mobile banking or wallet services.

» [Establish a secure national payment switch
integrating all digital platforms.

* Develop Al-powered financial tools for
customer engagement and risk management.
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* Promote green and paperless banking aligned
with sustainability goals.

This vision requires coordinated efforts from
government bodies, financial institutions,
academia, and private innovators.

Challenges Along the Way
Despite progress, several obstacles persist:

1. Digital Divide: Urban-rural disparities in
Internet access, electricity, and literacy
remain stark.

2. Implementation Gap: Policies exist but often
lack effective execution and monitoring.

3. Cybersecurity Threats: Increasing digital
usage heightens exposure to fraud and
hacking.

4. Regulatory Lag: Laws struggle to keep
pace with innovation, particularly around
data privacy and fintech regulation.

5. Skill Shortages: Rural areas face an
acute shortage of trained IT and banking
professionals.

6. Customer Trust and Awareness: Many users
remain hesitant to rely on digital services
due to limited awareness and fear of scams.

Bridging these gaps will determine whether
Nepal's digital future becomes inclusive or
fragmented.

The Role of Public-Private Collaboration

A sustainable digital economy cannot rely solely
on government efforts. Private companies,
telecom operators, and fintech startups
must partner in infrastructure development,
innovation, and customer education.

Public-Private Partnerships (PPP) can:

* Promote local IT firms developing secure
banking software.

* Enable joint training programs for digital
literacy.

* Co-create
campaigns.

cybersecurity awareness

e Build shared infrastructure like data centers
and cloud services.

Such collaboration ensures that the digital
transformation benefits every citizen, not just
the urban elite.

Beyond Banking: The
Ecosystem

Wider Digital

While financial services are leading the digital
transformation, other sectors are catching up.

* Education: E-learning platforms are
expanding, linking universities with online
resources.

* Health: Telemedicine and digital health
records improve accessibility in remote
regions.

* Agriculture: Digital platforms connect
farmers to markets and weather data.

* Tourism: Online booking and digital
marketing attract global visitors.

This multi-sector integration of I'T will reinforce
the foundation for Nepal's Vision 2030, ensuring
that digital progress supports inclusive national
development.

Conclusion: Shaping the Digital Future

Nepal stands at a transformative crossroads.
The convergence of information technology
and financial inclusion has already reshaped
daily life from how citizens pay bills to how
businesses transact. Yet the journey towards a
fully digital, inclusive financial ecosystem is
only halfway complete.

To realize Vision 2030, Nepal must:

* Expand rural connectivity and ensure reliable
electricity.

» Strengthen cybersecurity and consumer
trust.

* Produce and retain skilled IT manpower in
every province.

* Integrate fragmented digital systems into a
unified national platform.

* Foster an innovation-friendly environment
through adaptive regulation.

If pursued diligently, Nepal's digital banking
future could become a regional model of
inclusive growth where technology bridges
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economic divides and empowers every citizen
to participate in the formal economy.
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National Income Accounting:
A Theoretical and Practical
Perspective of Nepal

National Income Accounting (NIA) is a
systematic record of the aggregate economic
activities of an economy during a specific
period of time, usually one year. Every economy
maintains National Income Accounts in order
to:

I) know the status of the aggregate economic
activities.

IT) make evidence-based policy.

IIT) examine the performance of the economy
over the period and across the sector.

IV) work as a data bank which can be used for
policy making and academic purposes.

Major Concepts/Indicators of NIA:
I) Gross Domestic Product (GDP):

GDP is the aggregate monetary value of
final goods and services produced within the
geographical boundary of the economy during
a specific period of time, normally one year. So,
GDP is given by;

GDP=P1Q1 + P2Q2+ ...+ PnQn

n .
:Zkzop lQi
where,
Pi = price of the ith domestically

produced final goods and services during the
given period.

Qi =quantity of the ith domestically
produced final goods and services during the
given period.

II) Gross National Product (GNP):

GNP is the aggregate monetary value of final
goods and services produced by the domestic
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factors of production only during the given
period within the economy or abroad.

So, to compute GNP, we deduct the payments
made to foreign factors from GDP and include
the income of domestic factors from abroad.

1.e., GNP = GDP + Net Factor Income from
Abroad (NFIA)

= GDP + Earnings of domestic factors
from abroad - Payments to foreign factors.

IIT) Net National Product (NNP):

Net National Product (NNP) is the net monetary
value in an aggregate produced by the domestic
factors of production during the given period
of time. In the course of production, the capital
goods are consumed or depreciated, and so, by
deducting such aggregate depreciation from
GNP, we get NNP.

NNP = GNP - Depreciation or Capital
Consumption Allowance

IV) National Income (NI):

NI is the aggregate income of the domestic
factors during the given period, normally a year.
The factors of production are broadly classified
into Land, Labour, Capital, and Organization.
Then, NI is the sum of the income of these
domestic factors during the given period.

NI = W+ R+I+P

Where;

W = Labour Income (Wages and salaries)
R = Land Income (Rent)

I = Capital Income (Interest)

P = Organization Income (Profit)
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In other words, it is the net national product at
factor cost.

NI = NNPwc = NNP at market price-Net
Indirect Taxes

V) Personal Income (PI):

PI is the aggregate income of the person or
household after deducting institutional retained
earnings, such as undistributed corporate profit,
social security contributions from national
income, and adding transfer income to the
individual or household, such as pension, old
age allowances, gifts and donations, etc.

PI = NI - Corporate Income Tax-
Undistributed Corporate Profit - Social
Security Contribution + Transfer Income.

VI) Disposable Personal Income (DPI):

DPI is the aggregate income of an individual
and household after deducting direct tax from
the personal income.

DPI = PI - Direct Tax (income tax, property
tax, profit tax...)

Therefore, NIA measures various concepts/
indicators, and the objective of measuring these
different indicators is different. Among them,
GDP is the frequently used indicator.

Why is GDP most frequently used?

GDP is the most frequently used indicator of
NIA, which means we most often use GDP over
other indicators due to the following reasons:

I) GDP measures the domestic production
capacity or internal strength of the
economy, and it is reasonable to compare
the performance of other sectors in terms
of the economy's own strength of GDP.
Various indicators like external trade,
government  expenditure, government
revenue, government borrowing, money
supply, remittance, etc., are expressed in
terms of their ratio in GDP.

IT) GDP is said to be more realistic than other
indicators because GDP measures only
the domestic economic activities, and the
government has all the information about
the domestic activities, which can be
more accurately measured. But, for other
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indicators such as GNP, NNP, NI, PI, DPI,
etc., the government should rely/ depend
on the provided/ available external sector
information, which cannot be verified going
abroad.

IIT) GDP is the fundamental concept of NIA,
and the rest of the others are derived from
GDP. So, it is better to use the fundamental
concept to avoid errors from deviations.

IV) GDP is used to compare the performance of
the economy for a long period, and so, as a
continuity of convention, GDP is still more
in practice.

Methods/ Approaches of Measuring GDP/NI

1. Expenditure Method: In this method,
we classify the entire economy into four
sectors, such as the Household Sector,
Business Sector, Government Sector, and
Foreign Sector. Then, we estimate the
expenditure made by these sectors during
the given period and aggregate them to
get the value of GDP at market price. The
expenditures are estimated in terms of:

a) Consumption Expenditure (C): It is
the aggregate expenditure made by the
household sector during the given period.
The expenditures are estimated as the
expenses in food, non-food, and services
during the period.

b) Investment Expenditure (I): It is the
total expenditures made by the business
sector on capital goods and services.
These expenditures are estimated in terms
of the expenses made on machinery and
equipment, buildings, and inventory in the
business sector.

¢) Government Expenditure (G): It is the
aggregate expenditure made by all levels
of government during the given period.
Such expenditures are estimated in terms of
the expenses on goods and services by the
government.

d) NetExports (X-M): Itis the netexpenditure
made by the foreign sector during the given
period. It is estimated as the difference
between the exports and imports of goods
and services during the period.
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Example: GDP Measurement by Expenditure Method

S.N. Headings Rs. in Billion
1. | Consumption Expenditure (C) 900
* Food 200
* Non- Food 400
* Services 300
2. | Investment Expenditure (I) 600
* Machineries & Equipment’s 300
* Building 200
* Inventory 100
3. | Government Expenditure (G) 500
* Goods 100
* Services 400
4. [Net Exports ( X-M): -200
* Exports of goods and services (X) 400
Total | GDP at Market Price 1800

Once we estimate the expenditure made by
these four sectors, we aggregate them to get the
value of GDP in market prices.

i.e. GDPmp = CHI+G+(X-M)

2. Income Method: In this method, we
classify the domestic factors of production
into land, labour, capital, and organization
(entrepreneurship). Then, we estimate
the income of these factors of production
during the given period and aggregate them,
which gives the value of NI or NNPFC.
The income of these factors is estimated in
terms of:

a) Labour Income(W): Wages, Salaries, and
other Compensation made to labour.

b) Capital Income(I): Interest income of
financial capital and other rental income of
physical capital.

¢) Land Income(R): Rental income of land,
royalties to the government for the use of
natural resources.

d) Organization Income (P): Profit income
of business enterprises.

Now, NI = NNP at FC = W+I+R+P

For computing GDP, we make some adjustments
to NI as:

NI or NNPFC + Net of Indirect Taxes = NNPMP

NNPMP + Depreciation = GNPMP and
GNPMP - NFIA = GDPMP

Example: GDP Measurement by Income

Method
S.N. Heading Rs. In Billion
1. Wages, salaries, and 400
other compensation to
labour(W)
2. Interest income (I) 400
3. Rental income (R) 400
4. Profit income(P) 400
NI or NNPFC 1600
+ Net of Indirect Taxes 400
NNPMP 2000
+ Depreciation 100
GNPMP 2100
- NFIA -300
GDPMP 1800
Product Method:

I) Final Product Method: In this method, we
identify all the products produced domestically
and estimate their total production as well as
the quantity used for final consumption. Then,
we aggregate all such market values of the final
goods and services to get the value of GDP at
market value.
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Quantity Example: GDP by Value Added Method
Product | for final P;ife Pi.Qi Sector |  Value Added (Rs. In billion)
consum.ptlon (Pi) Primary sector 500
Qi) Secondary sector 400
1 Q1 P1 P1Q1
’ ) P2 P02 Tertiary sector 900
Q Q GDPwmr 1800
3 Q3 P3 P3Q3 Therefore, GDP is measured using the
expenditure, income, and product methods.
Each of these methods gives the same value of
GDP because we are measuring the economic
activities of the same economy during the same
n Qn Pn PnQn period.
GDPwp = PiQi Which one is better and why?

The final product method is difficult to use
due to the extremely large number of products
and the problem of double-counting. So, this
method is only theoretical, and practically it is
hardly used.

II) Value Added Method: In this method,
we classify the whole economic activities
into different mutually exclusive sectors. The
sectoral classification is based on a standard
framework, which is generally the System of
National Accounts (SNA) prescribed by the
UNO. Based on this framework, we classify
the domestic economic activities into different
industrial sectors and estimate the value added
by each of them, where value added is defined
as the difference between the market value or
selling price and the cost of production. Then,
we aggregate the value added by all of these
sectors, which gives GDP at MP.

Similarly, there is a practice of re-organizing
these different sectors into primary, secondary,
and tertiary sectors. Then, we aggregate the
value added by them, which gives GDP at MP.

i.e. GDPmp = VA1 + VA2 + ...+VAn
=2 VAI
Where, VAi = Value added by ith sector
i=1,2..n

GDP is measured by three different approaches,
such as expenditure, income, and value-added
methods, and it depends on the objective of
measuring GDP and the availability of the data.
It means there is no immediate answer to decide
which method is better than others without
knowing the objective and availability of the
data.

The expenditure method provides the demand
side of the economy, which estimates the
aggregate components of the demand. So, for
the purpose of monetary management and
aggregate demand regulation, the expenditure
method is better.

Similarly, the income method shows the
distributive dimension of the economy, which
shows the share of labour, land, capital, and
organization in NI. So, for the purpose of
analyzing the distribution of NI and formulating
appropriate distributive and redistributive
policies and programs, the income method is
better.

The value-added method provides information
on sectoral contribution and their performance
in the economy. So, this method helps to
examine the performance of the different sectors
and design an appropriate policy and sectoral
priority.

Likewise, the availability and reliability of
the data determine the relative superiority of
an approach to measuring GDP to others. For
example, in countries like Nepal, the sources
of income are largely informal, which are not
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easily noticeable. So, income-related data are
reliable, but people cannot easily hide their
expenditures. So, expenditure-related data are
more reliable than income.

Therefore, the relative superiority of the methods
of measuring GDP depends on the objective and
the availability of the data.

How is GDP measured in Nepal?

In Nepal, the National Statistics Office (NSO)
is the designated authority to maintain NIA. So,
NSO measures or computes GDP in Nepal. For
the purpose of measuring GDP, NSO follows the
System of National Accounts 2008 prescribed
by the UNO. Primarily, NSO uses the value-
added Method to compute GDP and also uses
the expenditure method to complement the
value-added Method.

NSO collects and compiles the relevant
information from the authentic sources and
computes GDP for both the National and
Provincial levels. It computes GDP annually
and quarterly.

Under the value-added method, NSO has
classified 19 different sectors based on the
Nepal Standard Industrial Classification, which
is compatible with the International Standard
Industrial Classification. Then, NSO estimates
the value added by all of these sectors during
the given quarter or fiscal year and aggregates
them to find the value of GDP.

Similarly, NSO reorganizes these different
sectors into primary, secondary, and tertiary
sectors and estimates the value added by these
sectors separately. In addition to the value-
added method, NSO uses the expenditure
method to compute GDP. Under this method,
the expenditures are classified as:

1. Final Consumption Expenditure (C)
I) Government Consumption

o Collective consumption

o Individual consumption
IT) Private Consumption

o Food

o Non-food

o Services

I1I) Expenses by non-profit organization
2. Gross Capital Formation (I)
I) Fixed capital formation

o General Government

o State-owned enterprise

o Private sector
3. Net Exports (X-M)
I) Exports (X)

o Goods

o Services
II) Imports (M)

o Goods

o Services

Therefore, in Nepal, both value-added and
expenditure methods are used to compute GDP.
Due to significant issues in the income-related
data, the income method is not in practice in
Nepal. For maintaining NIA and estimating
GDP, NSO is the authority.

Problems/ Limitations of GDP measurement
in Nepal, or Causes of the lower reliability of
GDP/NIA

1. Large shadow economy - unrecorded due to
informal (grey) and illegal (black) economy.

2. Existence of large non-monetised activities/
sectors- works of housewives, barter system
mostly in rural areas.

3. Lack of regular and timely survey/ data
collection- unable to include new economic
activities, like in-drive services.

Lack of updated and advanced technology
in data collection, reporting, and analysis.

5. Poor use and integration of information
and communication technology in data
collection and validation.

6. Lack of skilled and dedicated human
resources with NSO and relevant
institutions.

7. Poor institutional memory and a fewer
friendly data storage system.
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8. Poor public awareness of the value of real
information.

9. Free and open border with India.

10. Less priority on data and evidence-based
policy making.

11. Problem of double counting.

12. Weak coordination and cooperation among
the related institutions for data.

Why is Nepal's GDP low?

Nepal's GDP is said to be lower in comparison
to other developing economies of similar
geographical and other socio-economic
indicators. Due to the measurement problem,
we are unable to capture all economic activities
realistically. Additionally, the economy's low
productivity and efficiency result in growth
below its potential capacity, leading to a low
GDP.

The following are the major reasons related to
the measurement of GDP that have made GDP
lower:

1. Lack of timely and regular surveys to
incorporate new and emerging economic
activities in GDP. E.g., Indrive, Pathao, etc.

2. Existence of non-monetized sector and
exclusion from GDP measurement (such as
household activities by housewives).

3. Large shadow economy, such as informal
(grey) and illegal (black) economy.

4. Unable to estimate or measure more
accurately due to human resource
constraints, financial and technical resource
shortages.

In addition to such measurement issues, Nepal's
GDP is low due to the following real issues:

1. Lower level of capital formation due to a
lack of an investment-friendly environment.

2. Subsistence type of agriculture and other
activities with poor technology adaptation
and development.

3. Poor quality of human resources and
infrastructure, with a higher cost of doing
business.
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4. Lower production-based or supply
capacity of the economy due to premature
deindustrialization.

5. Remittance-based consumption growth
and increasing trade deficit due to rapidly
growing imports and stagnated exports.

6. Political instability, policy inconsistency,
and poor execution of the policies.

7. Lack of entrepreneurship-friendly social
values and institutions leading to poor
innovation and development.

8. Red tapism, i.e., process-based, time-
consuming  bureaucracy  with  large
corruption and bureaucratic hurdles.

9. Drain of human resources, financial

resources, and natural resources due to a
lack of investment-friendly environment
and facilities.

10. Frequentnatural disasters such as landslides,
droughts, floods, etc.

Conclusion:

National Income Accounting is very important
for factual analysis and interpretation of the
economy. Moreover, it is crucial for public
policy making and for important economic
decisions by the public authority. It is a tool for
comparative analysis of different economies
of the world. Every other indicator, like public
expenditure, public revenue, public borrowing,
money supply, deposits, credit to the private
sector, imports, exports, investment, saving, etc.,
is compared as a percentage of GDP. It captures
the real picture of the economy. So, NIA is a very
important instrument for economic analysis.
That's why different concepts of NIA have been
developed. There are different methods of NIA
to validate that the national income of a country
is accurate. The increasing size of the shadow
economy/black economy/informal economy is
creating a problem in the actual accounting of
the national income. Since economic policies of
the state are based on national income data of a
country, false reporting of national income may
cause policy inefficiency or policy failure. So,
the actual assessment of the national income of
a country is very important, and there has been a
gradual improvement in the NIA process.
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Nepal Bank Limited: Historical
Significance and Role in Nepal’s

Economic Development x

1. Historical Context and Establishment

Nepal Bank Limited (NBL) is the first bank of
Nepal, setup on Kartik 30, 1994 B.S. (November
15, 1937) under the Nepal Bank Act 1937,
creating the foundation of the banking system
in Nepal. Before NBL, financial transactions
were entirely through moneylenders, traders,
and informal networks, which were often
exploitative and inefficient and discouraged
the mobilization of savings, investment, and
economic development. NBL was instituted
by the government recognizing the need for
a regulated financial system with authorized
capital of Rs. 0.01 billion, issued capital of
Rs. 0.00025 billion, and paid-up capital of
Rs. 0.000842 billion with 60% government
ownership and 40% private partnership. This
was a beginning for public-private partnership
in Nepal.

King Tribhuvan inaugurated the bank with the
support of Prime Minister Juddha Shumsher
Jung Bahadur Rana. In its early days, NBL
faced many hurdles, such as uncertain support
from the public, low financial literacy, and low
levels of subscribed capital. Eventually, NBL
applied itself to gain public confidence, obtain
deposits, lend capital, and mature as a credible
financial intermediary for the financial sector,
which paved the beginnings of the modern
banking system in Nepal.

2. Significance in Nepal’s Banking History

The historical import of NBL is both symbolic
and structural. It was the first commercial bank
in Nepal, and it introduced Nepal to the idea of
the formal finance system—the secure holding
of deposits, transparent lending, and governance
at an institutional level. Now, at more than Rs.
340.35 billion in total assets, NBL's growth

Dr. Yadav Mani Upadhyaya
Lecturer
Tribhuvan University

mirrors the economic ascension of the country
from infamy to integration.

Every financial institution that spun off from
it, including commercial banks, development
banks, microfinance institutions, and even
fintech, followed its model. NBL was the
pioneer of branch banking in rural areas of the
country where there was none, and NBL is the
financial institution leading digitalization in
the current era. NBL has been and remains the
bridge between policy and practice.

More than simply a bank, NBL is a national
institutional partner of the government
(exemplified in a segment (use of the crude
profit) of Rs. 0.054 billion in public finance
management) and entrepreneurs, and the bank
holds a conservative financial stability metric of
12.45% CAR, with NPAs never above 4.33%
(Ashad 2081) strictly. NBL is not only an
artifact of history but more directly a tenacious
support for shaping the financial future of Nepal
in a rapidly changing era.

3. Vision, Mission, Value, Goal and Strategy

The corporate vision of Nepal Bank Limited is
"to be the most preferred bank of the nation with
complete banking solutions.” In the context of
this vision, the corporate mission states that
"the bank will work closely with its customers to
design, develop, and deliver banking solutions
that continually meet the best interests of
all stakeholders.” The bank embraces new
technology, remains guided by an ethical stance
in its product offerings, and is responsive in
its dealings, trusting and upholding the best
interests of the institution and its clients.

The core values of the bank, captured in the
acronym BREED (Behave with Dignity and
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Respect, Responsible, Ethical, Empower
Employees, Devote for Innovations), defined
as behaving with dignity and respect, being
responsible and ethical, empowering employees,
and devoting innovations, serve as guiding
principles in shaping the organizational culture
to support expectations for customer focus,
innovation, and accountability.

In addition, NBL, consistent with its vision and
mission, has created a primary goal of achieving
secure and sustainable business growth with the
intent to obtain a larger market share. The Bank
aims to accomplish this target by striving to
maintain operational efficiencies and customer
service, raising human resource productivity,
and enhancing its risk management system, all
intended to sustain long-lasting stability and
competitiveness in the banking industry.

To achieve its objectives, NBL has established
six key corporate strategies. The bank's primary
focus is strengthening business growth and
profitability while also enhancing human
resource management and organizational
effectiveness. NBL is dedicated to creating
technology-led transformation and developing
digital customer engagement as a route to
remaining competitive in a fast-paced financial
landscape. Additional objectives include
improving operational efficiency and customer
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service, ensuring effective control, compliance,
and risk management, and managing assets
for medium- and long-term sustainability and
growth.

4.A Glance at NBL in 1994 B.S. and 2081 B.S.

In the beginning, NBL operated on weak
financial and human resources. It started with a
paid-up capital base of Rs. 0.000842 billion and
only 10 shareholders. It was only able to attract
a deposit base of Rs. 0.0017 billion and extend
loans of Rs. 0.00198 billion. At this stage, the
workforce consisted of only 12 staff, which also
presents an idea of the level of operations at the
time of establishment.

Table 1 presents the financial summary of
NBL. NBL reported total assets of Rs. 340.35
billion, total liabilities of Rs. 304.72 billion,
and equity of Rs. 35.64 billion. The bank had
earned interest income of Rs. 25.08 billion and
net interest income of Rs. 8.63 billion for the
period, meaning profit for the period was RS.
0.028 billion with earnings per share of Rs. 0.19.
Total other comprehensive income indicated a
net loss of Rs. 0.85 billion based off actuarial
losses of Rs. 1.05 billion and losses from equity
investments of Rs. 0.21 billion. Cash flow from
operating activities totaled Rs. 14.10 billion,
meaning the net increase in cash totaled Rs.
27.05 billion.

Table 1: Nepal Bank Limited Financial Summary of 2081 B.S.

Statement Particulars. Current Year (Rs. Bn)
Financial Position Total Assets 340.35
Total Liabilities 304.72
Total Equity 35.64
Profit & Loss Interest Income 25.08
Net Interest Income 8.63
Profit for the Period 0.028
Basic & Diluted EPS 0.19
Other Comprehensive Income | Total Comprehensive Income -0.85
Actuarial Losses 1.05
Loss from Equity Investments 0.21
Cash Flow Operating Activities 14.10
Net Increase in Cash 27.05
Changes in Equity Total Equity 35.64
Loss Attributable to Equity Holders. | 0.85

Source: NBL 65th Annual Report, 2081/81
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Table 2: Comparison and Analysis of NBL between its Early Years (1994 B.S.) and 2081 B.S.

1994 B.S.

2081 B.S. (Current

Human Resources
(Permanent Staff)

ASTEE] (Inception Year) Year, Rs. Bn) ANEIGETE O LE
Capital & Paid-up Capital: | Total Equity: 35.64 There has been enormous
Shareholders. Rs. 0.000842 Bn growth in  capital and

Shareholders: 10 shareholder base, reflecting
institutional expansion.
Deposits/Liabilities | Deposits: Rs. Total Liabilities: A massive increase in deposits
0.0017 Bn 304.72 and borrowings shows growth
in trust and customer base.
Loans/Advances Loans: Rs. Net Interest Income: | Lending and interest operations
0.00198 Bn 8.63 have scaled tremendously.
Workforce/ Employees: 12 2299 The company has grown from

12 employees to a full-fledged
bank workforce, indicating
operational expansion.

Assets Total Assets: Total Assets: 340.35 | Assets have increased 200,000
Rs. 0.0017 Bn times, showing enormous
approx. growth in scale and operations.

Profitability Profit: Not Profit for the Period: | Profit remains modestrelative to
specified 0.028 scale, highlighting operational

challenges or recent financial
strain.

Earnings Per Share | Not applicable EPS: 0.19 It provides insight into

shareholder return trends.

Other Not applicable Total Comprehensive | The statement reflects losses

Comprehensive Income: -0.85 from actuarial and investment

Income activities; a shift from simple

accounting to complex financial
reporting.

Cash Flow Not applicable Operating Activities: | The company demonstrates

14.10 strong liquidity management
Net Increase in Cash: | compared to modest initial cash
27.05 operations.

Equity Movements | Not applicable Loss Attributable to | Modern equity management
Equity Holders: 0.85 | involves comprehensive
reporting and  shareholder

accountability.
Source: NBL 65th Annual Report, 2081/81. Website: https://nepalbank.com.np/storage/financial-

report/1742099419 1741945825

The table 2 presents the impressive expansion
that has taken place at Nepal Bank Limited
over the last nine decades. Paid-up capital
grew from Rs. 0.000842 billion starting with
10 shareholders to total equity of Rs. 35.64
billion, suggesting an evolution in institutional
size and scale. Deposits and liabilities expanded
from Rs. 0.0017 billion to Rs. 304.72 billion,

indicating an establishment of trust and a
large clientele. Loans and interest activities
increased from Rs. 0.00198 billion to a net
interest income of Rs. 8.63 billion, and total
assets expanded from around Rs. 0.0017 billion
to Rs. 340.35 billion, signaling tremendous
growth and expansion of operational capability.
Staff expanded from 12 to a full workforce
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level, demonstrating the expanding operational
capacity, and staffing more accurately represents
operational size and scale. The profit for the
period in 2081 B.S. is modest at Rs. 0.028
billion, while earnings per share provide a
modest view of shareholder returns at Rs. 0.19.
However, the other comprehensive income of
-0.85 billion indicates that losses were incurred
in the actuarial modifications recognized and
investment operations that add complexities
to financial reporting and management. Cash
flows from operations of 14.10 billion and
a net increase in cash of Rs. 27.05 billion
suggest operational liquidity has improved,
and the equity and currency reporting sections
are further evidence of disclosures suggesting
improved accountability and transparency.

Table 3: The Key Financial Highlights

of the Bank
Amount (Billion
Description Rs.) (As per
2081/81)
Share Capital 14.694
Reserves and Funds 20.94
Deposit Liabilities 283.56
Investment 48.67
Loans and Advances 201.68
Net Interest Income 8.63
Operating Profit 0.68
Net Profit after Bonus 0.028
and Tax
Non-Performing Loans  [4.33%
(NPL)
Capital to Risk-Weighted | 12.45 (%)
Assets Ratio (CRAR)

Source: NBL 65th Annual Report, 2080/81

Table 3 presents key financial highlights. The
bank is well capitalized, with share capital
of 14.694 billion and reserves of Rs.20.94
billion, providing a solid buffer for growth and
stability. In addition, the high deposit liabilities
(Rs.283.56 billion) indicate a high level of
public confidence in the institution. The bank
also effectively deploys its funds as evidenced
by loans and advances (Rs.201.68 billion) and
investments (Rs.48.67 billion). The organization
recorded a net interest income of Rs.8.63 billion
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and a reported net profit of Rs.0.028 billion,
indicating strong operational functionality. In
addition, the bank maintains extremely low
non-performing loans (4.33% ) and a capital
requirements ratio (CRAR) of 12.45% in
relation to capital adequacy. In summary, the
organization displayed strong capitalization,
profitability, and financial stability.

5. Role in Economic Development

Since its establishment in the year 1994 B.S.
(1937 A.D.), NBL has greatly contributed to
economic development in Nepal. NBL may have
started small, but it was the first formal bank in a
country that had only relied on informal money
lenders and traders, helping mobilize savings
and channel them into productive usages in the
economy.

By 2081 B.S., NBL had become a significant
financial institution, with total assets of Rs.
340.35 billion, total liabilities of Rs. 304.72
billion, and equity of Rs. 35.64 billion. The
deposit and lending operations increased
substantially, with net interest income reaching
Rs. 8.63 billion. Cash flow from operating
activities was Rs. 14.10 billion, yielding a net
increase in cash of Rs. 27.05 billion and an
overall improvement in liquidity management.
Although profit for the period was modest at
Rs. 0.028 billion, its earnings per share of Rs.
0.19 and its comprehensive income reporting
are reflective of the changing era of financial
management and accountability for the bank.

The growth of a bank over nearly nine decades
is a synecdoche for the general trends within
the economic development of Nepal. Over
the same period, the bank's paid-up capital
grew from Rs. 0.000842 billion to Rs. 146.940
billion, and reserves and funds grew from Rs.
0.000410 billion Rs. 20.94 billion, while loans
and advances grew from Rs. 1.326 billion to
Rs. 201.68 billion. Likewise, deposit liabilities
increased from Rs. 0.053 to Rs. 3,078.35709
billion, affirming both increased public
confidence and a large customer base. Asset
quality remained strong with a non-performing
loan ratio of 4.99%, while the bank remained
compliant with the capital-to-risk-weighted-
assets ratio (CRAR) of 12.45%.
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NBL has been a critical engine in the economic
development of Nepal, taking household savings
and effectively using them for productive
investments, which has supported capital
formation in productive areas of development.
As of Ashad 31, 2081 (FY 2080/81), NBL
had total deposits of Rs. 309 billion and lent
Rs. 280 billion in loans and advances, thus
demonstrating its central position in changing
the public savings into credit for productive
economic activity.

Through customized credit offerings, the bank
has always been a supporter of agriculture,
industry, trade, and infrastructure. The lending
portfolio contains loans primarily aimed
at small entrepreneurs, farmers, and small
local businesses to increase productivity and
contribute to market interactions. Infrastructure
lending was also an important aspect of
strategy where NBL has played an active role
in important national projects by lending funds
through trade and industry and committed to
public infrastructure investments in a way that
strengthens the pillars of national economic
growth.

In addition, NBL’s role in supporting
entrepreneurs and jobs—especially for women
and youth—has maintained an inclusive aspect
of growth. With microfinance products and
loans aimed at the SME market, the bank has
supported people starting and expanding their
enterprises in support of its mission of financial
inclusion and social responsibility.

NBL acted as a strategic partner to the
government in executing national economic
planning. It manages government deposits,
facilitates tax collection, and provides lending
proceeds for government programs. For
example, government transactions had a profit
of Rs. 0.054 billion in FY 2080/81, which again
demonstrates the importance of an operational
role within public financial management. By
acting as the intermediary between fiscal policy
and grassroots implementation, NBL ensures
that key national development priorities are
turned inward in the form of economic activity.

Finally, the net profit of Rs. 3.77 billion quoted
in FY 2081/82 (before actuarial loss and other
comprehensive income adjustments) showcases

the capability of NBL to remain operational
while reinvesting in the economy. The bank's
adherence to Basel III requirements at a capital
adequacy ratio of 12.45% (As of FY 2080/81)
ensures that while fully able to do developmental
lending, it is demonstrably financially able to do
so. NBL has fulfilled its public service obligation
to support the Nepalese economy through its
long history as a commercial bank for 80 years,
something that will go on unimpeded into the
future.

6. Contribution to Economic Progress

Bearing in mind that NBL, it has played an
integral role in the economic development of
Nepal. By formalizing banking services in an
economy reliant on moneylenders and informal
traders to fulfill banking services, NBL created
the opportunity to mobilize household savings
and diverted those savings to productive
income-generating uses. This initiated a process
of capital formation, allowed families to invest,
and generated economic opportunities in
fundamental income-generating sectors, such as
agriculture, industry, trade, and infrastructure.

Over the years, NBL has supported economic
development by supplying loans and advances
to small entrepreneurs, farmers, and local
businesses that facilitated further productivity
and expanded their market base. The financing
of public infrastructure and industrial
development has also reinforced the country’s
economic framework; NBL has supported
government transactions (from tax collection to
transferring funds for development programs)
that have supported national priorities for
economic development.

Besides, NBL has assisted youth and women in
building economic stability through its targeted
microfinance programs and SME loans that have
generated jobs and stimulated entrepreneurship.
NBL has a singular commitment to liquidity
management and financial stability, ensuring
compliance with regulatory requirements and
increasing its asset base so it can continue to
sustain operations and reinvest in the economy.

NBL's contribution has been much more than
traditional banking: it has played an integral
role in building public trust in formal financial
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institutions by mobilizing savings, providing
productive credit, supporting infrastructure
development, and creating inclusive economic
growth that has shaped the development of
Nepal's economy over the past eighty years.

7. Evolution and Reforms

Although NBL was originally conceived as an
institution controlled by the state, it has remade
itself to stay relevant in Nepal's increasingly
liberalized and  competitive  banking
environment. After the sector's deregulation
in the 1980s and 1990s, NBL evolved from its
monopoly state into one of more than two dozen
commercial banks competing within a financial
sector.

An important part of this evolution has been
NBL's focus on enhancing its digital banking
and modernizing its operations. NBL's corporate
strategy clearly outlines its approach to
"technology-driven transformation and digital
customer engagement," which is evidenced by
real data: fee and commission income increased
to Rs. 1.34 billion in FY 2080/81 from Rs.
1.02 billion in FY 2079/80—representing
increased adoption of digital channels as well as
remittances and enhanced value-added financial
products.

The bank has also shown strength in handling
financial turbulence. Despite pressure in the
sector, the NBL has maintained a capital
adequacy ratio (CAR) of 12.45%, well above
the regulatory minimum of 11.50% set by the
Nepal Rastra Bank (NRB). The non-performing
assets (NPA) ratio has remained stable between
2.44% and 4.33% for the past five years, which
shows prudent risk management. NBL has
taken a conservative provisioning approach by
booking Rs. 11.0 billion in loan loss provisions
mandated by NRB, which is significantly above
the Rs. 7.09 billion required under NFRS,
and this further builds upon the buffer against
future defaults, including from the economic
consequences of the Covid pandemic.

8. Challenges and Opportunities

NBL faces significant present-day challenges,
despite its legacy and size. Intensifying
competition from nimble private banks and
digital banks, as well as governance and strategic
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challenges, has shaken investor confidence. The
effect is shown by a drop in earnings per share
(EPS) from Rs. 23.39 in FY 2079/80 to Rs. 0.19
in FY 2080/81, due to losses from employee
benefit plans and changes in other incomes,
leading to a total profit loss of Rs. 0.965 billion.

Furthermore, while NPA ratios may appear
contained, the impairment charge for loan losses
shocked area banks at Rs. 4.76 billion, being
entirely below the prior year's roll-back of this
account of Rs. 1.11 billion, or about four times
the previous year's calculated risk exposure
adjustments.

Nonetheless,  there  remain  significant
opportunities. NBL's branch distribution across
the country, recognized brand, and total assets
of Rs. 399.32 billion at FY 2081/82, collectively
provide a great platform for innovation. Even
greater than hoped was the fee-based income
of Rs. 1.34 billion, signaling fulfillment that
income diversification beyond interest margin
is possible.

Guided by its vision— “To be the most
preferred bank of the nation with complete
banking solutions”—and its BREED values,
NBL is strategically aligning toward inclusive,
technology-enabled, and resilient growth.

9. Institutional and Policy Contributions

NBL has been instrumental in establishing
modern banking as an institution in Nepal.
It introduced concepts, such as consistent
practices around deposit accounts, loan
disbursement procedures, and bookkeeping,
that most Nepalis at the time rarely knew. One
of'its significant legacies has been in facilitating
financial inclusion. By strategically expanding
branches into urban areas and rural areas, NBL
made banking services available to farmers,
small entrepreneurs, and local businesses.
This democratization of finance-built capacity
for marginalized groups encouraged greater
engagement in the economy. Over the
years, NBL changed its policies to reflect
technological innovations, changing market
conditions, and global finance standards. NBL
embraced digital technology early compared to
other state-linked institutions and consistently
updated its business framework to remain
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relevant and comply with Nepal Rastra Bank
(NRB) directives. Importantly, NBL helped
build public confidence in formal financial
institutions—which is a critical precondition for
developing the banking sector in Nepal.

10. What’s next for NBL

Moving forward, NBL plans to enhance
its reputation as a contemporary, inclusive,
technology-based financial institution. Some
of the focus areas will be expanding digital
banking, increasing operational efficiencies,
and diversifying the income model through fee-
based and value-added financial products. The
bank intends to increase financial inclusion by
reaching rural and underserved communities,
as well as SMEs and those engaged in
entrepreneurship, especially youth and women.

NBL is also expected to continue partnering
with the government on the government’s
development agendas, infrastructure financing,
and public-sector financial management, while
maintaining risk management and compliance.
Overall, NBL plans to use its experience,
established branch networks, and growing
digital skills to stay profitable, adapt to economic
changes, and help improve Nepal's economy in
the long run.

11. Conclusion

As the country’s first commercial bank, NBL has
played a seminal role in the country's financial
and economic history. Today it is a prominent
major financial institution with total assets that
have exceeded Rs. 340 billion since 2080 with
varying levels of active deposit mobilization,
lending, and investment. In nearly nine decades,
NBL has not only achieved financial scale but
also nurtured public trust, mobilized savings,
and allocated savings into productive economic
activities across agriculture, industry, trade, and
infrastructure.

In addition to being a commercial bank, NBL
has played an important role in financial
inclusion, entrepreneurship, and the generation
of employment opportunities, particularly
for youth and women. At the same time,
NBL has been a partner to the government in
implementing certain aspects of fiscal concerns
and the economic development of the country.

The modern principles of banking, operational
technology, and regulatory standards have
contributed to NBL’s resilience and adaptability
in the competitive high-level financial system.

Despite  today's challenges like more
competition, changing profits, and pressure on
asset quality, NBL's solid capital, wide branch
network, and variety of services will keep
helping economic growth in Nepal. The bank's
vision, mission, and values guide its position
as a significant contributor to the country's
financial system, bridging policy and practice,
supporting inclusive growth, and playing an
important role in modernizing and stabilizing
the Nepalese economy.
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Nepal: The Country of
Challenges or Opportunity?

Introduction

This article explores major challenges
facing Nepal today in governance, economy,
infrastructure, climate and society and then turns
to the opportunities that the country possesses:
hydropower, tourism, digital economy, youth
energy, geographic advantage. Finally, it
reflects on how lessons from other mountainous
countries may guide Nepal’s path forward.

Challenges Constraining Nepal’s Growth

While Nepal is endowed with significant natural,
human, and strategic assets, these advantages are
tempered by a set of structural, institutional, and
environmental uncertainties. If these issues are
not addressed, then it could limit the country’s
growth trajectory and even amplify risks in the
social, economic, and geopolitical spheres. The
following are the major vectors of uncertainty
or challenges:

Political  Instability
Challenges

and Governance

One of the most fundamental sources of One of
the most fundamental sources of uncertainty in
Nepal is its political-governance environment.
Frequent changes in coalition governments,
party realignments, and no leadership turnover
pattern in parties and state mechanism have
been common. This churn undermines policy
continuity; direction change and then widespread
slows reform momentum. Persistent governance
weaknesses, political instability and corruption
depress the country’s long-run growth potential
along with confidence of people and state.

Such instability discourages investors who seek
a stable and predictable environment, impedes
the implementation of long-term strategies,
and reduces public-sector effectiveness.

Bhuvanesh Yadav
Deputy Manger
Nepal Bank Limited

Historical evidence shows that in Nepal the
average real GDP growth from 1996 to 2023
was only 4.2 % per year, despite ambitious
targets. Infrastructure rollout and institutional
reform face serious headwinds. For citizens,
this translates into delayed services and stalled
public works; for businesses, it raises project
risk, cost uncertainty, and longer timelines
finally hits payback of investment and return.

Economic Slowdown and Investor Sentiment

The impact of governance and institutional
fragility is evident in Nepal’s economic
performance. While progress has been made
in poverty reduction and human capital
development, overall growth has remained
modest relative to potential and peer countries.
According to the World Bank, Nepal’s GDP
growth is projected to fall sharply to 2.1% in
FY 2025/26, a major downgrade from earlier
forecasts of 5.2%, due to heightened political
instability, declining investor confidence, and
weak tourist inflows.

Other contributing factors include limited
private investment, poor export performance
(exports only around 6.9% of GDP),
infrastructure bottlenecks, and a large grey
economy that accounts for nearly 40% of
GDP, reducing formal revenue and investment
capacity. In addition, inconsistent reforms and
policy failures have not translated into tangible,
people-level improvements, creating frustration
and distrust. OECD analyses highlight that
weak governance, fragmented decision-making,
and poor regulatory environments continue to
discourage both domestic and foreign investors.

Recent Gen Z protests in 2025 have further
deepened social unrest, leading to temporary
closures and layoffs in hotels, restaurants, and
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other businesses, intensifying the slowdown.
Rising non-performing assets (NPAs) and

financial sector vulnerabilities show how social
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Why these corridor matters for timely

completion. This can be briefed here in a

_ tabulated way: -

and fiscal stress can reinforce one another.
Infrastructure and National Pride Project C((;I;g;)r Importance / Strategic Role
Delays Postal Strengthens connectivity across
Nepal has embraced ambitious infrastructure nghw‘f‘y Fhe Terai belt (Provmces 1-7);
o ) ] ) (Hulaki improves access to Indian border
goals via its “National Pride Projects” (NPPs) Rajmarg) towns, supports agriculture, trade,
large-scale roads, airports, hydropower plants, and logistics, and eases traffic on
.. the East—West Highway.
and irrigation schemes meant to accelerate — - —

] Mid-Hill Connects  hill  districts  across
development. Execution has been uneven. Highway Nepal; promotes balanced regional
For example, significant delays persist on  |(Madan development, boosts rural tourism
K d 4 " h Bhandari / and local trade, and provides an

¢y road-corridor scgments, Wi average Pushpalal alternative to the Terai highway
physical progress for some projects at only 58 Lokmarga) |in case of natural or political
%. Land disputes, difficult terrain, contractor disruptions.
. . Kathmandu— |[Reduces Kathmandu-Terai travel
performance, weather risks, and bureaucratic . )
Terai/ time from 6 hours to under 1 hour;
delays are common causes. Madhesh crucial for economic integration,
. . . . Expressway [rapid transport of goods and
Situation of following NPPs speaks itself (Fast Track) |people, and development of the
about the delays: - proposed Nijgadh International
Airport.
. Approx. Stant | Progress| Main Delay Kahgandakl Links Korala '(Chma border)
Corridor | Length Y. 2025 C Corridor to Butwal (India border) — a
(km) ) ) auses vital north-south trade route;
Postal 1.792 | 2007 | 75-80% Land enhances cross-border commerce,
Highway ’ floo d: hydropower access, apd toqrism in
. Mustang and Gandaki Province.
(Hulaki contractors . .
Rajmarg) garn%h IC)om}ects t i;mote ; Il(arnalé
Mid-Hill | 1,776 [ 2007/ 70% | Terrain, ermdor rovinee. to the - natipnal roa
_ network; improves market access,
Highway 08 bu.dget, healthcare and education in one
(Madan' bridges of Nepal’s least developed areas;
B}.landarl also links to China (Hilsa)-Humla-
Highway / Taklakot-Kailash Mansarowar
Pushpalal for potential trade and tourism.
Lokmarga) Highvalue herbal resources like
Kathmandu | 72.5 | 2017 [60-65%]| Design, Yarchagumba if ~commercially
_Terai land. funds invested and traded can promote
Expressway inct@usiV?d economic development
Kaligandaki| 435 [2010s| 70% | Terrain, , S
Corridor snow. funds Koshi Provides a direct north—south
- . — Corridor route from Kimathanka (China)
Kamal1 362 |2010s|65-70%| Terrain, to Biratnagar (India); boosts trade,
Corridor remoteness hydropower, and tourism in this
Koshi 162 [2010s| 60% [ Landslides, Province and serves as an alternate
Corridor contracts international trade corridor.
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Nepal’s key road corridors are essential for
improving national connectivity and regional
balance. They link the mountains, hills, and
Terai, strengthening trade routes with India
and China. These projects promote economic
growth, tourism, and social integration across
the country.

Natural Disasters and Climate Vulnerability

Nepal’s geography comes with high exposure
to natural hazards: steep slopes, glacial lakes,
floods, landslides, and rapidly changing
weather patterns. Floods and landslides have
caused damage equivalent to 0.8 % of GDP.
Climate change further exacerbates risks:
shifting monsoons, glacial retreat, and extreme
precipitation threaten agriculture, infrastructure,
and energy systems.

Failure to build climate-resilient infrastructure
means recurring setbacks, higher costs, and
increased operating risks for businesses. For
governments, budgets are diverted to repairs
rather than new investment.

Also, our country is not much focused to grab
the climate financing as it contributed least to
climate change and often suffered the most from
its impacts. Our country lacks strong project
proposals, clear coordination among agencies,
and adequate data systems to meet international
funding criteria. Complex procedures, limited
negotiation capacity, and bureaucratic delays
also hinder approval of projects.

Youth Unemployment and Social Challenges

Nepal’s young population presents a potential
demographic dividend if productively engaged.
Yet overall unemployment is 12.6 %, with
youth aged 15-24 experiencing 22.7 %
unemployment. Roughly 35.7 % of youth are
“not in employment, education or training,”
and approximately 82 % of the workforce is
informal, lacking security or social protection.

Youth frustration is rising, with protests in
September 2025 highlighting dissatisfaction
with joblessness, corruption, and inequality.
Without meaningful engagement, Nepal risks
brain-drain, migration, unrest, and wasted human
capital. Key policy levers include fostering
sectors that absorb youth labor, upgrading skills
training, and promoting entrepreneurship.

Countries such as Japan, Singapore, and Turkey
experienced rapid economic growth after the
1970s by capitalizing on their demographic
transitions. In Japan, investing in high-tech
industries, advanced manufacturing, and
education to create a highly skilled workforce,
alongside export-led industrialization. In the
same way in Singapore, prioritizing human
capital development, vocational training, and
foreign investment to generate employment in
manufacturing and services, entry pot business,
regional centers for various multination.
Similarly, in Turkey implementing structural
reforms, expanding manufacturing, and
improving education access to absorb a growing
young workforce, tourism.

Nepal, in the 1970s, had a similar youthful
demographic pattern, but it failed to leverage
this advantage due to limited industrialization,
low investment in education and skills, weak
infrastructure, and political instability.

These nations leveraged favorable demographic
patterns with a high proportion of working-age
population relative to dependents to accelerate
growth. Nepal, with a similarly youthful
population today, could emulate these strategies
by aligning education, skills development,
and labor market policies with growth sectors,
including technology-driven industries, to turn
its demographic potential into a sustainable
economic advantage.

Regional and Geopolitical Risks

Nepal’s location between India and China
presents both opportunities and risks. Trade
and transit rely on Indian infrastructure and
policy, exposing Nepal to external dependency.
Strategic positioning can only become an
advantage if Nepal invests in infrastructure,
diversifies trade linkages, builds autonomous
capacity and structural policy level reform for
conducive business environment.

Frequent Government Changes

Nepal has experienced frequent changes in
government since the adoption of the federal
constitution in 2015, there have been 15 different
prime ministers over 10 years (2015-2025) with
multiple prime ministers serving short terms
with different political party alliances. This
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instability disrupts policy continuity, delays
reforms, and undermines investor confidence,
making long-term planning and project
execution challenging on the ground of weak
law and order along with weak governances.

Corruption and Governance Weakness

Nepal continues to face significant corruption
challenges. In the 2024 Transparency
International Corruption Perceptions Index,
Nepal ranked 120th out of 180 countries,
reflecting governance weaknesses in public
administration, procurement, and enforcement
of regulations. Corruption increases costs,
discourages investment, and exacerbates social
inequalities, regional disparity gender wise
inequality and access.

Low Human Development and Social

Inequalities

Despite improvements in education and health,
Nepal’s Human Development Index (HDI)
remains 0.602 (medium human development),
below the South Asian average. Inequalities
based on geography, gender, ethnicity, and
caste persist, limiting the equitable distribution
of growth and amplifying social risks if not
addressed.

Opportunities: Harnessing Nepal’s Potential

Despite challenges and uncertainties, Nepal
possesses significant opportunities to pursue
higher-growth, inclusive development.

Hydropower Development

Nepal possesses an estimated around 83,000
MW of hydropower potential, of which about
40,000 MW is considered technically and
economically feasible. Yet as of 2025, the
installed capacity stands at roughly 3,256 MW,
representing only 7.5 % of the viable potential.

Hydropower has become a key pillar of Nepal’s
energy and export strategy, contributing to
foreign exchange earnings, industrial expansion,
and regional energy cooperation. Power trade
with India and Bangladesh has grown steadily
under bilateral and regional grid agreements,
signaling a positive shift toward energy
diplomacy and market diversification. Some of
Nepal’s significant hydropower developments
include: Upper Tamakoshi (456 MW), Upper
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Karnali (900 MW), Arun III (900 MW) Upper
Trishuli 1 (216 MW), and Budhi Gandaki (1,200
MW) and West Seti—SR6 Corridor (1,200 MW
combined).

Selling Conditions and Regional Trade

Nepal currently sells surplus electricity to India
through a competitive market model at an
average rate of INR 4.0—6.0 per kWh, depending
on demand and season. Export agreements
with Bangladesh are in progress, and regional
trade frameworks such as the BBIN initiative
offer long-term potential. However, export
volumes fluctuate due to seasonal surplus, grid
constraints, and approval processes in importing
countries.

Future Probability and Outlook

With  favorable  policies,  cross-border
transmission lines, and foreign investment,
Nepal could export over 10,000 MW by 2040,
generating billions in annual revenue. Yet
realizing this depends on regulatory stability,
project completion rates, and regional market
access. Efficient water management, public—
private partnerships, and climate resilience
will determine the probability of sustained
hydropower-driven growth.

Conclusion

Hydropower remains Nepal’s most strategic
economic asset. Strengthening investment
climate, transmission infrastructure, and power-
trade diplomacy can transform Nepal from an
energy-surplus nation into a regional electricity
exporter, fueling long-term economic self-
reliance and sustainable development.

Tourism Revitalization and Diversification

Tourism remains a vital pillar of Nepal’s
economy, with international arrivals in
2023 reaching approximately 1.014 million.
However, the sector is heavily concentrated in
classic trekking hubs such as the Annapurna
and Everest regions, making it vulnerable
to natural disasters, political instability, and
global shocks. This highlights the urgent need
to diversify tourism offerings across multiple
sectors, including adventure, nature, trekking,
rafting, extreme sports, wellness, and religious
(Dharmik) tourism.
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Nature & Eco-Tourism: Nepal’s biodiversity and
scenic beauty are major attractions. Protected
areas like Chitwan National Park, Sagarmatha
National Park, and Shey Phoksundo Lake allow
wildlife safaris, birdwatching, and trekking,
promoting sustainable tourism. Sites like
Pathibhara in eastern Nepal and Barahkshetra
in Sunsari combine natural beauty with spiritual
significance.

Religious (Dharmik) Tourism: Nepal’s rich
spiritual heritage offers immense potential.
Key sites include: Janaki Bhumi, Janakpur,
Pashupatinath Temple, Kathmandu , Muktinath,
Mustang, Lumbini, Rupandehi, Budhanilkantha
Temple, Kathmandu, Barahkshetra, Sunsari,
Gosaikunda, Rasuwa , Pathivara Temple,
Taplejung, Kalinchok Bhagwati Temple,
Dolakha, Budhasubba Temple, Dharan. In the
same way other natural sites inclide: Koshi
Tappu Wildlife Reserve, Sunsari, Dhankuta Hill
Town, Red Panda Habitats, llam and Taplejung
(Koshi Province) are Emerging eco-tourism
attractions  promoting  conservation-linked
tourism.

Digital Economy and Entrepreneurship

Digital transformation offers pathways to
leapfrog infrastructure constraints. IT services,
fintech, e-commerce, and remote work can boost
employment, productivity, and global market
integration. As per a 2022 study by Institute
for Integrated Development Studies, Nepal’s
IT service export industry was valued at about
USS$ 515 million, equivalent to around 1.4 %
of GDP in 2022. Thus, Nepal’s growing digital
economy presents a clear opportunity to drive
economic growth by leveraging IT services,
fintech, e commerce, and remote work. With its
expanding talent base and rising global demand,
the country can significantly increase exports,
employment, and productivity.

Strategic Planning and Institutional Reforms

Institutional quality and strategic execution
are decisive. Strengthening planning bodies,
reducing political interference, improving
project execution, promoting transparency, and
fostering private sector engagement are critical.
Effective institutions raise the odds of turning
opportunity into realized growth..

Youth Empowerment Initiatives

Scaling training, vocational programmers,
entrepreneurship  support, and innovation
pathways can transform Nepal’s demographic
dividend into a productivity dividend.
Addressing migration drivers and promoting
inclusivity, especially for women, is essential.

Geographical Advantage

Nepal’s position between India and China can
be leveraged to become a transit hub, energy
exporter, tourism gateway, and trade link.
Investments in transport, logistics, cross-border
agreements, and trade facilitation are key to
converting geographic constraints into strategic
assets.

Comparative Insights: Lessons from

Developed Mountainous Countries

Switzerland: Built an innovation-led economy
with strong institutions, skilled workforce,
diversified manufacturing, infrastructure, and
political stability.

Austria:  Achieved  prosperity  through
diversified industry, high-quality infrastructure,
stable governance, and integration with
European markets.

Bhutan: Prioritized sustainable development,
hydropower exports, eco-tourism, stability, and
human capital development — a Himalayan
example of deriving value from natural assets.

These cases show that geography need not
determine outcomes; governance, infrastructure,
human capital, and innovation matter most.

Agricultural Modernization and Value-
Chain Development

Agriculture remains the backbone of Nepal’s
economy, employing nearly two-thirds of the
population. To boost productivity and income,
Nepal must shift from subsistence farming to
commercial and market-oriented agriculture.

Modernization and Commercialization

Expanding irrigation, mechanization, and high-
yield crop varieties can raise output. Promoting
commercial farming, cooperatives, and agro-
entrepreneurship like Israel professionalism



of Agriculture will will help to create agro-
entrepreneurship in our country.

Rural-to-Market Linkages

Strong rural connectivity, collection centers,
cold storage, and transport networks are vital
to link farmers with urban and export markets.
Digital platforms and cooperatives can reduce
middlemen and ensure fair pricing.

Processing, Packaging, and Branding

Developing agro-processing industries adds
value to local produce, while modern packaging,
branding, and quality certification can enhance
competitiveness. Products like tea, coffee,
honey, and spices can be branded as premium
Nepali goods in global markets.

Outcome

Through modernization, commercialization,
and efficient value chains, Nepal can increase
rural incomes, ensure food security, generate
employment, and build a sustainable, export-
oriented agricultural economy.

Banking, Finance, and Capital Market

Expansion

Nepal’s banking and financial sector offers
opportunities to support private investment and
entrepreneurship. Strengthening credit access,
promoting microfinance, digital banking, and
capital market development can mobilize
domestic savings, improve financial inclusion,
and fund critical infrastructure and SME growth.

Manufacturing and Industrial Development

Nepal has strong potential to revitalize its
manufacturing and industrial base, which
remains underutilized despite favorable
geography and a growing labor force.
Focusing on niche manufacturing, agro-based
processing, and light industries can reduce
import dependence, generate employment, and
diversify the economy beyond hydropower and
tourism.

With  investment in industrial  zones,
skills development, and modern logistics
infrastructure, Nepal can attract foreign

direct investment (FDI) and enhance export
competitiveness in products such as textiles,

q9% %%Ls% autet 3 faifdies. affimicia fadurg, 20c2

footwear, processed foods, herbal products, and
pharmaceuticals.

Notable Idle or Underperforming Industries

Several key industries established in earlier
decades are now closed or operating far below
capacity due to mismanagement, outdated
technology, and weak policy continuity:

* Hetauda Textile Industry — once a major
textile producer, now 1idle; could be
revived through modernization and private
partnership.

» Biratnagar Jute Mills — Nepal’s first industrial
establishment, now defunct; revival possible
through export-oriented jute and fiber
processing.

» JanakpurCigarette Factory—non-operational;
can resume with updated equipment and
domestic market restructuring.

* Bansbari Leather and Shoe Factory — closed
despite market demand; could create jobs
through modernization and branding.

* Hetauda and Udayapur Cement Plants —
partially operational; efficiency upgrades
could increase output and reduce imports.

* Birgunj Krishi Aujar Factory (Agricultural
Tools Factory) — designed to produce
farm equipment, but now largely inactive;
revival could support Nepal’s agricultural
modernization by manufacturing low-
cost tractors, plows, and irrigation tools
domestically.

Possibilities for Revival and Growth

Reactivating these industries offers strong
economic potential through:

* Public—Private Partnerships (PPPs) for
investment and management efficiency.

* Modern technology
productivity.

transfer to boost

* Integration with agro-value chains for rural
industrialization.

» Tax incentives, infrastructure support, and
export promotion policies.
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 Use of renewable energy and digital
automation to lower costs and attract
investors.

Conclusion

Reviving idle industries like Birgunj Krishi
Aujar, Bansbari Leather, and Biratnagar Jute
can generate employment, enhance domestic
production, and strengthen Nepal’s industrial
independence. A stable policy environment,
focused investment, and modernization can
transform Nepal into a regional hub for light
manufacturing and agro-industrial innovation.

Mineral Resources, Mining & Petroleum
Exploration in Nepal

Nepal possesses vast natural wealth beneath its
mountains and plains ranging from valuable
minerals to medicinal herbs. Proper exploration
and utilization of these resources could
transform Nepal’s economy, reduce imports,
and create a foundation for industrial and rural
development.

Mineral Wealth

Nepal is endowed with rich mineral deposits
such as limestone, magnesite, copper, iron,
gold, and rare earth elements, most of which
remain largely untapped. With efficient policies
and technology, these could fuel industries
like cement, steel, and construction, reducing
reliance on imports and generating employment.

Major Mineral Findings:

» Limestone: Udayapur, Dang, Sindhuli
* Magnesite: Dolakha (Kharidhunga)

* [ron: Thoshe, Phulchoki, Nawalparasi

» Copper: Okhaldhunga, Sankhuwasabha
* Gold: Western rivers and Siwalik hills

* Rare Earths: Traces found in several hill
regions

Petroleum Breakthrough

A major petroleum and natural gas discovery in

Jaljale, Dailekh has confirmed over 1.12 billion

cubic meters of methane gas, with potential

reserves estimated in the hundreds of billions
across multiple wells.

If commercial extraction proves viable, it could:

Reduce Nepal’s fuel import dependency
Create jobs and boost local industries
* Generate foreign exchange earnings

e Stimulate industrial and

growth

energy-based

Learning from Gulf Nations

Countries like Saudi Arabia, Qatar, and the
UAE turned their natural resource wealth into
long-term development by:

* Building world-class infrastructure

* Investing heavily in education and

technology
* Diversifying industries beyond oil

Nepal could follow a similar path — using
petroleum revenues to fund modernization,
infrastructure, and human capital development.

Estimated Longevity

If extraction is managed efficiently, Nepal’s
petroleum reserves could sustain national
demand for 30-40 years, depending on
recovery rates and consumption patterns. This
window must be used wisely to build renewable
alternatives and sustainable industries.

Jadibuti (Herbal) Possibilities

Beyond minerals and petroleum, Nepal’s
biodiversity  holds another  priceless
resource medicinal  herbs  (Jadibuti).
Nepal’s unique geography, ranging from tropical
plains to alpine zones, supports over 6,500
species of flowering plants, of which more than
700 are medicinally valuable.

Major Herbal Regions & Products:

* High Himalayas: Yarsagumba, Jatamansi,
Kutki, Panchaule

* Mid-Hills: Timur, Sugandhawal, Chiraito,
Kurilo

» Terai & Siwalik: Ashwagandha,
Sarpagandha, Lemongrass

Tulsi,

If systematically harvested, processed, and
exported, the Jadibuti sector could:

* Generate high-value exports
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* Support rural livelihoods and small

enterprises

* Promote Ayurvedic and natural health

industries

* Enhance Nepal’s global image in green and
organic products

Risks of Delay

If Nepal fails to wutilize these resources
effectively, it may face:

» Continued dependency on imports
* Loss of economic opportunity and revenue

¢ Decline in value of fossil fuels with
renewable transition

* Risk of foreign control in extraction

industries
Way Forward

To responsibly harness these resources, Nepal
should prioritize:

* Modern extraction technologies
» Transparent and strong regulations
* Environmental safeguards and rehabilitation

* Research and training in geology, petroleum,
and herbal science

* Community participation and benefit-sharing

* Promotion of eco-friendly industries and
value-added Jadibuti exports

Conclusion

With balanced development of minerals,
petroleum, and herbal resources, Nepal can
shift from an import-based to a self-reliant and
resource-driven economy. Strategic planning,
innovation, and environmental responsibility
will be key to transforming these natural assets
into lasting national prosperity.

Conclusion: Navigating Nepal’s Path

Forward and way ahead

Nepal stands at a pivotal crossroads, where
challenges and opportunities coexistin a delicate
balance. The country faces political instability,
governance weaknesses, infrastructure delays,
climate vulnerability, youth unemployment,
and external dependencies, all of which create
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a complex environment of uncertainty. At the
same time, Nepal possesses abundant natural
resources, a youthful workforce, untapped vast
hydropower potential, tourism opportunities, a
growing digital economy, strategic geographic
location, and fertile agricultural land that can
serve as engines of growth.

To transform these opportunities into
tangible outcomes, Nepal must focus on:

* Political and institutional reforms with
stability to ensure policy consistency,
reduce governancerelated inefficiencies,
and implement newly introduced digital
governance, client friendly taxsystem
reforms and other policies related to
conducive business environment and good
governance with transparency.

¢ Timely infrastructure investments
in transport, energy, logistics, and
connectivity with new budget allocations
including NPR 105 billion for multimodal
infrastructure and a podway alternative for
KathmanduHetauda corridor which helps at
the time of geographical and natural hazards.

* Scaling hydropower production and
promoting energy exports — highlighted by
Nepal’s first electricity export to Bangladesh
(40 MW) via India’s grid in 2025.

*  Youth skills development and generation of
meaningful employment — supported by
digitalcompetency trainings for community
learning  centers and  concessional
government financing for startups at3 %
interest.

* Leveraging the digital economy for
entrepreneurship and innovation — enabled
by the government’s Digital Banking
strategy, cashless economy pushes and
reforms for fintech & MSME finance.

* Diversifying tourism and promoting
sustainable development — with policy
support for hybrid tourism, ecoadventure
packages and incentives for resort industry
investment.

* Modernizing agriculture through irrigation,
mechanization, valuechain enhancement,
and linking with agroprocessing zones in the
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national budget priorities can reduces import
which reduces BOP Gap and make drastic
and high volume based export.

* Expanding banking, finance, and
capitalmarket access — via the new
Integrated National Financing Framework
(INFF) which deepens credit to MSMEs,
introduces outcomelinked lending and
strengthens digital finance inclusion.

* Advancing mineral & petroleum resource
development — leveraging new findings in
gas/methane reserves and mineral sectors,
while ensuring environmental safeguards
and valueadded domestic industries.

* Enhancing geographic connectivity and trade
integration — supported by recent tradeport
landport developments and simplified
crossborder transit protocols.

* Building climate resilience and strengthening
disaster preparedness — aligned with
the Asian Development Bank (ADB)
$2.3 billion strategy for green and jobrich
growth through 2029.

By strategically addressing these challenges
and investing in its people, education,
infrastructure, agriculture, transport systems,
digital capabilities, and emerging resources,
Nepal can transform uncertainty and challenges
into opportunity. With coherent policies,
stronger institutions, and sound economic
management, the nation can harness its latent
advantages to foster sustainable, inclusive,
and resilient growth. A long-term vision that
prioritizes innovation, connectivity, and human
capital will enable Nepal to build a prosperous,
developing to developed Nepal and self-reliant
future for generations to come.
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Nepalese Payment System:
Coinage to Digital Currency

The Evolving Landscape of Payment Systems
in Nepal

Payment systems are the backbone of a modern
economy, facilitating the circulation of money
and enabling efficient transactions. According
to the Bank for International Settlement
(BIS), a payment system is defined as a
set of instruments, banking procedures, and
typically interbank funds transfer systems that
ensure the circulation of money. It includes
the systems, networks, payment instruments,
and other arrangements that move funds
between accounts held at different financial
institutions. A payment instrument itself is
"Any instrument that allows the holder/user to
transfer funds" , or "A tool or a set of procedures
enabling the transfer of funds from a payer to
the payee". The evolution of Nepal’s payment
system reflects a significant journey from basic
currency to sophisticated digital platforms.

Historical Development of Currency

The history of currency in Nepal begins with
the development of coins and notes.

Coins

The earliest coins in Nepal date back to the
Gupta Period in the Sth Century AD. The
most stunning coins were introduced during
the Malla Kingdom from the 12th to the 18th
century, featuring the names and images of
Gods. Nepal began issuing nickel coins with
the portrait of the ruling Prithvi Narayan Shah
in 1901 BS, a move that reflected the growing
political and economic influence of the British
Raj. The first coins of the modern era were
introduced in 1912 BS, during King Tribhuvan
Bir Bikram Shah's rule. These were called
‘Gorakh’ and were made of silver. Currently,

Pushkar Raj Bhattarai

Deputy Director
Nepal Rastra Bank

Nepal issues coins in denominations of 1, 2,
5, and 10 rupees. The 1 and 2 rupee coins are
nickel-plated steel, while the 5 and 10 rupee
coins are bi-metallic (copper-nickel ring and
aluminum-bronze center).

Notes

The first Nepalese currency notes were issued
in 1945, by the Sadar Muluki Khana (SMK),
which managed Government Accounts. These
first notes were in denominations of 1, 5, 10,
and 100. Due to deficiencies in the roles of
existing institutions for economic and financial
development, the Nepal Rastra Bank (NRB)
was established on April 26, 1956. NRB began
issuing its own currency notes for the first time
on February 19, 1959 (Democracy Day), in
denominations of Rs. 1, Rs 5, Rs 10, and Rs
100. The Bank also took over unissued notes
printed by the Sadar Mulukikhana, worth Rs.
15.2 million, along with the corresponding
assets and liabilities.

Evolution of Payment Systems and Digital
Adoption

The payment system in Nepal has rapidly
evolved, especially with the onset of electronic
payments.

Year Key Payment System
(BS): Development
Before Cash/Coins, transactions between
1968 payer/payee of the same bank.
1968 Clearing House for Inter-bank
cheque.
1993 Credit Card introduction.
1995 ATM Service implementation.
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Year Key Payment System
(BS): Development
2002-2010 | Onset of Electronic Payments:
Internet Banking (2002) , SMS
Banking (2004) , Wallets (2010).
2011-2012 | Adoption of major payment
instruments: ECC System (2011)
, Mobile Banking (2012).
2016 Establishment of the Payment
System Department (PSD) at
NRB and licensing to PSOs/
PSPs. Launch of NCHL-IPS.
2020 Rapid surge in new electronic
Onwards | payments.

The rapid surge since 2020 includes new
instruments like QR Codes , Smart POS ,
Digital Lending , NFC Cards , Cardless
withdrawal , Virtual Cards , and Offline QR.

Components and Systems of the Payment
Infrastructure

Payment systems in Nepal are categorized by
transaction value and the instruments used.

High Value/Large Value Payments
These are handled primarily by two systems:

* Real Time Gross Settlement (RTGS): A
Systemically Important Payment System
(SIPS) launched on September 15, 2019,
used for large-value transactions. As of the
date in the source, it had 44 participants,
including Commercial Banks, Development
Banks, Finance Companies, and Nepal
Infrastructure Bank.

* SWIFT: A messaging platform used by the
Central Bank and other BFIs for cross-border
payments and international correspondent
banking. Prior to the implementation of
NCHL-IPS and RTGS, it was also used for
domestic interbank fund transfers.

Retail and Bulk Payments

Retail payments are generally lower value and
include:

* Paper Based (Retail): Primarily Cheques
(ECC), which use an image-based truncation
system. The NCHL-ECC (Electronic Cheque
Clearing) is a state-of-the-art interbank

cheque clearing solution that replaced
manual clearing. It supports T+0 settlement
with multiple express sessions per day.

¢ Retail Bulk & Individual:

o Interbank Payment System (IPS): An
Automated Clearing House (ACH) for
processing batch transactions (Direct
Credit and Direct Debit). It operates on
T+0 settlement with multiple sessions.

o Faster Payment Systems: These include
Connect IPS, Insta Fund, and IBFT
(Interbank Fund Transfer).

o Internet & Mobile banking: Banks'
alternate delivery channels.

o Wallets: Stored value payments initiated
through PSP apps.

¢ Retail Card Based: Includes Debit, Credit,
and Prepaid cards (contact and contactless).
International card schemes like Visa,
MasterCard, and UnionPay are common,
alongside domestic schemes like Nepal Pay
Card.

Acquiring Instruments

These instruments remain on or with the service
provider/merchant to receive payment. They
include ATMs , POS terminals for cards or NFC,
Payment Gateways for online or e-commerce ,
and QR Codes.

Legal and Regulatory Framework

Nepal Rastra Bank (NRB) is mandated
to develop a secure, healthy, and efficient
payment system and is tasked with regulating,
inspecting, and supervising payment, clearing,
and settlement arrangements. Key legal and
regulatory frameworks include:

* Nepal Rastra Bank Act, 2002.

e Payment and Settlement Act, 2019:
Provides the legal basis for the development,
monitoring, and regulation of the payment,
settlement, and clearing systems. It
established the National Payment Board and
gives NRB power over licensing, oversight,
inspection, and dispute settlement.

* Payment and Settlement Bylaw, 2020
(with Amendments): Empowers NRB to
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regulate, supervise, inspect, and oversee
payment services provided by PSOs and
PSPs.

e Payment Systems Inspection and
Supervision Bylaw, 2021: Provides a clear
roadmap for inspection and supervision
of Payment Service Providers (PSPs) and

Payment System Operators (PSOs).

* Licensing Policy for Payment Related
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o PSO (Allowing instruments issued in
Nepal to be operated from abroad also):
80 Crore NPR.

Payment Service Providers (PSPs) and
Operators (PSOs)

PSPs operate payment instruments and focus
on activities like domestic fund transfer, utility
bill payments, and other payment activities in
integration with PSOs and BFIs. PSOs focus
on operating the infrastructure, including

Institutions, 2023: Specifies major ) i
requirements for obtaining a license, Automated Clearing House (ACH) Function,
. .. . . Interoperability of Payment System,
The policy sets minimum paid-up capital k )
. . . operating Card Network, and operating a
requirements for different license types: .
Payment Switch.

o PSP (Operating Instruments other than
Cards): 5 Crore NPR.

o PSP (Operating Instruments including

Cards): 25 Crore NPR.

o PSO: 40 Crore NPR.

Initiatives and Strategic Pillars

The development of the payment system is
guided by strategic plans, notably the National
Payment System Development Strategy
(NPSDS) initiated around 2014.

Pillar Focus Area Key Initiatives/Achievements

Pillar I Legal Framework Establishment of PSD (2016) , Payments & Settlement
Act (2019) , RTGS System Rules (2019) , and Payment &
Settlement Bylaws (2020).

Pillar IT | Large and Critical Value | Establishment of RTGS (2019).

Payments

Pillar III | Retail Payment System | Development of Faster Payment Systems like connect IPS,
IBFT, mobile banking, internet banking, QR Codes, and
Cards.

Pillar IV | Government Payments [ Integration with faster payment systems (connect IPS),
G2P payments through bank accounts, and establishment
of PDMO.

Pillar V. | Securities  Depository, [ Focus on Capital Market Management (e.g., Share

Clearing & Settlement Dematerialization, Meroshare app).
Pillar VI | Money Market | Open Market Operations (OMO) through RTGS, and
Management implementation of liquidity facilities (ILF/OLF) in the
RTGS System.

Pillar VII | International Remittance | Real-time remittance through wallets, licensing Remittance
service providers, and defining limits for India-Nepal P2P
transfers.

P il1a r|Oversight Establishment of Payment System Oversight Framework

VIII (2018) , Oversight Manual (2021) , and Inspection and
Supervision Bylaws (2021).

Pillar IX | Co-operation National Payment Board and Payment System

Recommendation Committee.
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A major objective of the Retail Payment
Strategy, 2019 is to promote digital financial
services toreduce the use of cash for transactions.

Issues and Challenges

Despite the progress, the payment system faces
several challenges:

* Lack of Virtual Private Address (VPA):
Leading to concerns about fraud and misuse
of identity, with mule accounts being used
for fraudulent transfers.

+ Digital Financial Literacy and Awareness.

» Transaction dispute, redressal & resolution
mechanism.

» Cyber risk, resilience & technological risk.

» Capital and Opex Investment requirements
and revenue model.

e Lack of skilled resources and their retention.

* Expectation for every transaction to be real-
time and free.

 Partial interoperability for some instruments.
* Specialization in Regulator and certification.

The future of payment systems in Nepal is
geared towards new tools like cross-border
payments, and addressing the mentioned
challenges through continued regulatory and
technological innovation.

References
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Open Banking
Opportunity for Nepal

Abstract

Open banking is the practice of banks exposing
standardized,  secure  APIs  (application
programming interfaces) to enable third parties
to build services around customers’ financial
data and payments. Its reshaping finance
worldwide. For Nepal, a country with rapidly
growing digital wallets, improving payment
rails and a strong policy interest in digital
finance, open banking presents a once-in-a-
generation opportunity to accelerate financial
inclusion, boost fintech innovation, modernize
banking services, and unlock new revenue
streams for banks and the wider economy.
This article explains open banking, outlines
Nepal's readiness and specific opportunities,
highlights key risks and barriers, and proposes
a pragmatic roadmap for policymakers, banks,
fintech and development partners.

What is Open Banking?

Open banking refers to a set of practices,
technical standards and regulatory rules that
allow customers to securely share their financial
data and to direct payments through third-party
service providers (TPPs) with customer consent
using APIs rather than screen-scraping or closed
systems. The model shifts from bank-centric
silos (gain storage) toward an interoperable
ecosystem where banks, fintechs, merchants and
platform companies can collaborate to compose
new products (account aggregation, personal
financial management, embedded lending,
automated accounting for SMEs, etc.). Open
banking is both a technical architecture (APIs,
developer portals, sandboxes) and a governance
model (consent rules, data portability, liability
allocation).
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Bihari Lal Bhagat

Assistant Manager
Nepal Bank Limited

Why Open Banking Matters: Global Evidence

Countries that have enabled open banking or
broad API-led payment architectures (e.g., UK
under PSD2, parts of the EU, and India’s UPI
and API ecosystem) have seen rapid fintech
innovation, new merchant services, lower
switching costs, richer customer experience,
and—critically—expanded access to digital
payments and credit for underserved segments.
India’s UPI ecosystem, while not identical to
PSD2-style account data sharing, shows how
APIs and standardized rails can deliver massive
adoption: billions of transactions monthly,
embedded payments across apps, and an
explosion of low-cost digital financial services
that reach small merchants and consumers.
These case studies illustrate both the technical
and institutional ingredients that matter:
robust payment rails, clear rules on consent
and liability, strong operational resilience and
developer-friendly standards.

Nepal’s Current Digital Finance Landscape:
Strengths to Build On

Nepal’s digital payments ecosystem has matured
rapidly in recent years:

* Payment systems modernization led by
the central bank. Nepal Rastra Bank (NRB)
has been actively modernizing payment
infrastructure; NRB reports describe projects
for national payment switches, retail payment
systems and even central bank digital
currency exploration and payment system
oversight frameworks. This institutional
momentum provides a foundation for open
banking initiatives.

* Growing digital wallets and fintech
players. Homegrown digital wallets and
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PSPs (eSewa, Khalti, IME Pay and others)
have captured large shares of retail digital
transactions and have developed merchant
networks, agent models and consumer
familiarity with cashless payments. These
players can act as early TPPs or integrators
in an open banking ecosystem.

* Improving connectivity and mobile access.
Smartphone penetration and mobile internet
coverage continue to rise, particularly in
urban and peri-urban areas, enabling broader
access to API-enabled services.

* Policy interest and development partner
engagement. International organizations
(World Bank, IFC, UNCDF) and NRB’s
own reports indicate ongoing work on digital
financial inclusion and modern payment
policy. It provides fertile ground for piloting
open banking.

These strengths mean Nepal is not starting from
scratch: key rails, user demand and institutional
appetite exist to make an open banking transition
feasible.

Concrete Opportunities for Nepal

Below are practical, high-impact opportunities
where open banking can add immediate and
medium-term value in Nepal.

* Deepening Financial Inclusion and Last-
Mile Access

Open banking enables lightweight account
opening and onboarding flows, account
aggregation for informal income earners, and
simplified remittance-to-account flows also all
critical in Nepal where remote and informal
workers are common. Shared APIs let fintechs
create tailored interfaces for low-literacy users
and integrate agent networks (cash-in/cash-out)
with bank accounts, lowering barriers to digital
on-ramps. The World Bank and IFC emphasize
how digital rails and APIs drive inclusion when
paired with agent networks and digital IDs.

* Smarter, Faster Credit for SMEs and
Farmers

APIs can allow authorized TPPs to access
transaction histories (with consent) from
wallets and bank accounts to build alternative
credit scoring models for small traders, micro-

enterprises and farmers lacking formal collateral.
This unlocks working capital lending, invoice
financing and merchant loans integrated into
point-of-sale workflows. It also reduces friction
and cost for both lenders and borrowers.

e Embedded Payments and Commerce
(BaaS & Embedded Finance)

Open APIs let non-financial platforms
(e-commerce  marketplaces,  ride-hailing,
tourism portals) embed payments, buy-now-
pay-later, insurance and savings products inside
their user journeys. Nepal’s tourism, retail and
remittance channels can especially benefit from
embedded finance that reduces payment friction
for domestic and inbound customers.

¢ Remittances & Cross-Border Services

Given Nepal’s large diaspora, APIs that connect
wallets, banks and remittance providers
can lower costs and accelerate settlement.
Standardized APIs help interoperable clearing
and reconciliation between remittance partners
and local PSPs.

* Innovation, Jobs and Exports

A certified API ecosystem stimulates local
fintech startups and developer communities.
Banks can monetize APIs (premium services,
data analytics) while local developers build
products for export to similar emerging markets.

e Cost Reduction and
Resilience

Operational

Standardized, well-documented APIs reduce
integration costs between banks and fintechs,
enable better monitoring, and make it simpler
to implement throttling, failover and load
distribution which improving system reliability
overall. NPCI’s API usage guidelines in India
illustrate the value of API governance for
uptime and reliability.

Key Design Principles for Nepal’s Open
Banking Approach

To maximize benefits and control risks, Nepal
should adopt a pragmatic, staged design guided
by these principles:

1. Customer control & consent-first model.
Any data sharing must be explicitly
consented to by the customer, with easy
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revocation and clear purpose limitation
(only the data needed for the service). This
is critical to build trust.

2. API-first & standards-based approach.
Use open, well-documented RESTful APIs
(orISO 20022 for payment messaging where

appropriate) to ensure interoperability
across banks, wallets and third-party
developers.

3. Security & strong authentication.
Implement strong customer authentication
(SCA) and token-based access (OAuth2
/ OpenID Connect) to reduce credential
sharing and screen-scraping.

4. Liability and redress clarity. Clearly
define responsibilities among banks, TPPs
and infrastructure providers for fraud,
outages, and dispute resolution.

5. Phased, sandboxed rollout. Begin with
low-risk  APIs (account information
aggregation, payment initiation with
explicit SCA), piloting in sandboxes with
synthetic or consented data before scaling.

6. Inclusive design & agent integration.
Ensure APIs and front-end experiences
work for low-bandwidth, low-literacy
contexts and integrate agent/merchant cash-
in/cash-out flows.

7. Open developer ecosystems & standards
governance. Provide developer portals,
SDKsandtestdata, plusaneutral governance
body (public-private) to manage standards
and certification.

Risks and Barriers (and Mitigation
Strategies)

Implementing open banking in Nepal will face
several real challenges. Below are the core risks
and practical mitigations.

* Regulatory Uncertainty & Fragmented
Responsibilities

Risk: Without clear legal rules on data rights,
consent, liability and licensing for TPPs, banks
may be reluctant to open APIs.

Mitigation: NRB should publish an open
banking policy that clarifies customer data
ownership, TPP licensing (or accreditation),
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liability allocation and supervisory roles. A
staged rulebook (pilot -> regulated APIs ->
expanded scope) reduces shock to incumbents.
NRB’s Payment Systems Oversight and
supervision reports demonstrate the regulator’s
existing engagement in modernizing payments
and could serve as the launching pad.

* Data Privacy and Cybersecurity

Risk: More data flows increase attack surfaces
and privacy concerns.

Mitigation: Mandate encryption-in-transit and
at-rest, tokenization, security audits, incident
reporting timelines, and require TPPs/banks
to follow recognized standards (OAuth2, TLS
1.2+). Consumer education campaigns and a
strong breach remediation framework will build
trust.

* Operational Resilience and Systemic Risk

Risk: Over-reliance on a few platforms or
poorly managed APIs can cause outages that
ripple across the ecosystem.

Mitigation: Enforce API SLAs, rate-limiting,
redundancy requirements, and impose stress
testing and capacity planning for critical APIs;
create a central monitoring dashboard for key
rails.

* Digital Identity & Authentication Gaps

Risk: Weak or fragmented ID systems hamper
robust customer authentication for consent
flows.

Mitigation: Leverage national digital ID
initiatives (if available) or embrace layered
KYC approaches combining device binding,
OTPs, and behavioral signals; plan for gradual
upgrades to e-KYC standards.

* Interoperability Across Wallets, Banks
and Agents

Risk: Proprietary wallet systems and closed
APIs hinder network effects.

Mitigation:  Encourage = common  API
specifications and certification programs; adopt
a neutral API registry and encourage industry
consortia to define standards, as has been done
elsewhere.
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* Trust and Awareness Among Consumers

Risk: Low trust in data sharing may limit
uptake.

Mitigation: Strong, consistent messaging,
transparent consent screens, and early consumer
protection wins (quick dispute resolution) will
increase confidence.

A Pragmatic Roadmap for Nepal (Staged
Implementation)

Below is a suggested, phased roadmap
combining policy, technical implementation
and market incentives.

Phase 0 — Preparation (0—6 months)

* NRB issues an "Open Banking Principles"
consultation paper and convenes a multi-
stakeholder working group (banks, PSPs,
fintechs, consumer groups, development
partners).

* Publish baseline cybersecurity, data
protection and consent guidance for pilot
participants.

» Identify pilot banks, wallet providers and
fintech partners; set up a neutral API registry
and developer portal.

Key outputs: consultation paper, sandbox
rules, pilot partner list.

Phase 1 — Pilots & technical foundations
(6—18 months)

e Launch API sandbox with test data for:

o Account information aggregation (read-
only, consented).

o Payment initiation APIs with strong
customer authentication.

o Agent network integration APIs (cash-in/
cash-out).

* Implement certification/coding standards and
developer docs; run developer hackathons
with local universities and incubators.

* NRB publishes minimal TPP accreditation
criteria  (registration,  basic  security
measures).

Key outputs: working sandbox APIs, developer
portal, accredited TPPs.

Phase 2 — Controlled rollout & regulatory
codification (18-36 months)

* Move select APIs from sandbox to
production under controlled conditions.
Require certified security audits and SLA
commitments.

* Formalize regulatory rules on data portability,
consent, liability and dispute resolution.

* Launch customer awareness campaigns and
merchant onboarding programs.

Key outputs: production APIs, formal
regulations, growing number of TPP services.

Phase 3 — Scale, innovation & cross-border
integration (36+ months)

* Broaden API scope to include richer
payment instruments, account opening APIs
and cross-border remittance APIs.

* Encourage open finance expansion
(insurance, pensions, utilities) to create
“open finance” beyond banking.

* Promote partnerships with regional payment
systems (e.g., for remittances) and explore
CBDC integration options (NRB has
published work on payment modernization
and CBDC planning).

Institutional Roles: Who Does What

* Nepal Rastra Bank (NRB): Lead regulator;
publish policy; operate sandboxes; define
TPP accreditation and incident reporting;
oversee payment system  resilience.
NRB’s payment system oversight reports
show existing capability to supervise
modernization projects.

e Banks & PSPs: Build and secure APIs;
provide developer documentation and
maintain SLAs; partner with fintechs on go-
to-market.

* Fintechs / TPPs: Build user-facing services
(aggregation, lending, PFM, embedded
finance); participate in certification and
audits.

* Industry Body/Standards Forum: Neutral
body to manage API catalogs, versioning,
certification and dispute mediation (could
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be an industry association or a publicly
chartered entity).

* Development Partners & Academia:
Provide technical assistance, capacity
building, and research into inclusion impacts
(e.g., IFC, World Bank experience).

Business Models and Monetization

Open banking enables multiple potential revenue
models for banks and ecosystem participants:

* API monetization: Banks can offer tiered
API access (basic free access for account
analytics, paid premium data sets or analytics
services for corporates).

* Revenue-sharing with TPPs: For embedded
finance products (loans, insurance), revenue
or interchange fees can be shared.

* Data-driven services: Banks can package
anonymized analytics for market research,
complying with privacy rules.

e Platform-as-a-service (PaaS): Banks
can offer compliance, KYC or settlement
services to fintechs for a fee.

The design of monetization must be balanced
with inclusion goals. For example, basic
account access APIs should remain low-cost to
encourage mass-market uptake.

Lessons From Elsewhere:
Should Adapt

What Nepal

e Start small, iterate: Many ecosystems
began with read-only account aggregation
and simple payment initiation before
expanding. This lowers legal and technical
friction. (Seen in PSD2 rollouts and API-first
initiatives.).

* Regulatory clarity matters: Countries
that moved fast had clear rules on consent,
data portability, and TPP accreditation.
Ambiguity stalls adoption.

* Developer experience is crucial: Well-
documented APIs, SDKs and test data
accelerate adoption. India’s rapid merchant
adoption was driven by developer-friendly
interfaces and third-party integrators.

* Resilience & governance: As usage scales,
governance for API throttles, incident
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management and SLAs becomes critical.
National Payments Corporation of India
NPCI’s API guidelines are an example of
managing system reliability at scale.

Measuring Success: KPIs Nepal Should

Track

To evaluate the program, NRB and stakeholders
should track:

e Number of accredited TPPs and certified
APIs.

e Growth in API
transactions.

* New products launched (SME lending, PFM
tools, embedded BNPL).

calls and API-based

* Inclusion metrics: new accounts opened,
rural uptake, women’s adoption.

* Operational  resilience: APl  uptime
percentages, mean time to recover after
incidents.

* Consumer protection outcomes: number of
disputed transactions and resolution times.

These KPIs align technical success with
inclusion and consumer protection goals.

Potential Pitfalls To Avoid

* Treating open banking as a technology-
only project. Without legal, consumer
protection and business model alignment,
APIs alone won’t change market dynamics.

* Over-regulation that stifles innovation.
Heavy-handed licensing with excessive
costs for TPPs can deter startups.

* Under-investing in consumer education.
If users don’t understand consent and risks,
adoption will be slow.

* Leaving small banks and NBFIs behind.
Standards and certification costs should
be designed so smaller institutions can
participate rather than be excluded.

Estimated Economic Impact (Qualitative)

While quantifying exact GDP impacts requires
localized modelling, international experience
suggests that open banking and API-led
payments can:
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* Reduce transaction costs for merchants and
consumers.

* Increase formal lending to SMEs by enabling
alternative credit scoring.

* Create new fintech employment and export
opportunities (software, services).

* Increase tax transparency and formalization
of informal flows through digitalization.

IFC and World Bank analyses on digital financial
inclusion show significant social and economic
returns when digital payment ecosystems
scale which results likely to be amplified in
Nepal’s underbanked segments if implemented
inclusively.

Recommended Next Steps (For Policymakers
& Industry)

I. NRB to publish an Open Banking
Roadmap with timelines for pilot,
regulatory codification and phased rollout.
Build on NRB’s existing payment system
modernization plans.

2. Launch a public API sandbox with at least
two banks and two wallet providers, inviting
fintechs and developers to experiment.

3. Define TPP accreditation and minimal
security standards (encryption, OAuth2,
SCA).

4. Create a neutral standards forum (public-
private) to manage API specifications,
developer portals and a certification
program.

5. Pilot use-cases that prioritize inclusion:
agent-banking integrations, SME
accounting integrations, alternative credit
scoring pilots for merchant lending.

6. Public education campaign to explain
consent, data rights and dispute redress.

7. Engage development partners (IFC,
World Bank, UNCDF) for technical
assistance and capacity building.

Conclusion

Open banking offers Nepal a strategically
important pathway to accelerate digital financial
inclusion, modernize banking services, catalyze
a local fintech industry and make remittances,

paymentsand small-business financecheaperand
more accessible. The country already possesses
important building blocks such as increasing
wallet adoption, NRB’s payment modernization
programs, and developer talent, but success
will require clear regulatory direction, careful
attention to security and consumer protection,
and a staged, inclusive approach that brings
small banks, agent networks and rural users
along. With the right public-private partnership,
Nepal can adapt global lessons to realize open
banking’s promise: safer, smarter, and more
widely available financial services for all
Nepalis.
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Abbreviations
APIs : Application Programming Interfaces
TPPs : Third-Party Service Providers
SMEs : Small Medium Enterprises

UK : United Kingdom

EU : European Union

PSD2 : Payment Services Directive 2

UPI : Unified Payments Interface

NRB : Nepal Rastra Bank

PSP : Payment Service Provider

IFC : International Finance Corporation

UNCDEF : United Nations Capital Development
Fund

ID : Identification
PSPs : Payment Service Providers

NPCI : National Payments Corporation of
India
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RESTful APIs : Representational State

Transfer Application Programming Interfaces

ISO : International Organization for

Standardization

SCA : Strong Customer Authentication
SDK : Software Development Kit

SLAs : Service Level Agreements
eKYC : Electronic Know Your Customer
OTP : One Time Password

CBDC : Central Bank Digital Currency
PFM : Personal Financial Management
BNPL : Buy Now, Pay Later

KPIs : Key Performance Indicators
NBFIs : Non-Bank Financial Institutions

GDP : Gross Domestic Product
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Risk Based Internal Audit
in Banking Sector

Background:

The banking industry in Nepal has evolved
and grown exponentially in terms of its capital
base, asset size, and branch networks. Over the
past decade, the banking sector has undergone
significant transformation. Consequently, the
risks faced by the banking sector have also
increased significantly, necessitating banks
and financial institutions to focus increasingly
on risk management. Taking risk is an integral
part of banking business. Failure to adequately
assess and manage risks may lead affect the
stability of the overall financial system.

In facing complex market dynamics and various
risks, an audit, the third line of defense of risk
management, the banking sector must be able
to adopt and anticipate changes. In this regard,
Risk Based Internal Audit (RBIA) approach is
increasingly becoming applicable at present.
RBIA provides greater focus on areas of high
potential risk, allowing banks to be more
proactive in management and mitigating
risk. RBIA not only helps in identifying and
evaluating risks but also developing effective
strategies to manage risk. Basically, RBIA in
banking sector focuses upon the analysis and
management of risk.

Unlike traditional approach, it mainly focuses
upon the procedural lapses for deviation of
policies, errors in accounting of transactions,
and only; RBIA ensures that, the internal audit
activity is focusing its efforts on providing
assurance and advisory services related to the
bank’s top risks; which helps the administration
to understand, whether the risk management
tools are sufficient to detect and prevent inherent
risks to better achieve organizational objectives
through good governance and control.

Umesh Thapa
Senior Officer
Prime Commercial Bank Limited

Risk Governance and Internal Audit:

The bank’s risk governance refers to the
structure, rules, processes, and mechanisms
by which decisions about risks are taken and
implemented. It covers the questions about what
risk management responsibilities lie at what
levels and the ways the board influences risk-
related decisions; and the role, structure, and
staffing of risk organization. A good practice in
this dimension is where the board has regular
involvement on key risk issues, and risk
management responsibilities are proportionate
to the risks assumed at a particular level or unit.
Risk governance should follow the three-lines-
of-defense-model.

The first line of defense provides that the
business and operation units of the bank have
in place effective processes to identify, assess,
measure, monitor, mitigate, and report on their
risks. They are responsible for having skills,
operating procedures, systems, and controls
in place to ensure their compliance with risk
policies and mandate.

The second line of defense relates to the
appropriate internal control framework put in
place to ensure effective and efficient operations.
The internal control framework encompasses
risk control function and compliance function,
and should cover the whole organization,
including the activities of all business, support,
and control units. The risk management unit,
generally headed by a Chief Risk Officer
has the responsibility for recommending and
monitoring financial institution’s risk appetite
and policies, and for following up and reporting
on risk related issues across all risk types.

The third line of defense consists of the financial
institution’s internal audit which performs
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independent periodic reviews of the first two
lines of defense, provides assurance and informs
their strengths and potential weaknesses.

Identification of Risks in Banking

The financial crisis and various financial
scandal have high lightened the importance
of effective risk management in maintaining
financial stability. RBIA in the banking context
is very relevant considering the complexity
and variety of risks faced by the banks. The
first approach to RBIA is to identify the nature
of risk. Following are the type of risks which
internal audit involved in RBIA of a bank;

* Credit Risk: It refers to the potential loss
that occurs when the customers/borrowers
or counterparties fail to meet their financial
obligations on agreed time and conditions;
resulting in economic loss to the banks. While
loans are the largest source of credit risk,
other sources of credit risk exist throughout
the activities of a financial institution,
including in the trading book, and both on
and off the balance sheet.

* Liquidity Risk: Liquidity risk is the risk that
the bank loses its ability to fund its assets
or to meet its obligations as they come
due without incurring unacceptable cost or
losses. Virtually every financial transaction
or commitment has implications for a bank's
liquidity risk.

* Operational Risk: It is the risk of direct or
indirect loss, or damaged reputation resulting
from inadequate or failed internal processes,
people and systems or external events. It has
always been inherent to financial institutions
and exists in all their activities. It is a broad
field and can be sorted into numerous sub-
categories, such as IT risk, outsourcing risk
and operational risk in market activities.

» Interest Rate Risk: It is the potential risk to
the bank’s capital and earnings arising from
adverse movements in interest rates that
affect the bank’s banking book positions.
Changes in interest rates impact the present
value and timing of future cash flows,
altering the underlying value of the bank’s
assets, liabilities and off-balance sheet items,
thus affecting its economic value.
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* Market risk: It is defined as the risk of
losses resulting from movements in market
prices that adversely affect the value of on-
and off-balance-sheet positions of financial
institutions. Financial institutions may be
exposed to market risk in a variety of ways.

* Compliance Risk: Risk involved when
the right standing operating procedures
and guidelines as per prevailing rules and
regulations are not followed.

Risk Based Internal Audit (RBIA)

RBIA concept reflects a shift from the
traditional, retrospective and comprehensive
audit approach towards a more proactive,
forward and risk-oriented approach. Basically,
RBIA is an audit approach that directs attention
and resources to areas that pose the greatest risk
to achieving organizational goals; which reflects
a primary focus on the identification, analysis
and management of relevant risks.

The Institute of Chartered Accountants of India
(ICAI) defines the term internal audit as ‘Internal
audit is independent management of function,
which involves a continuous and critical
appraisal of the functioning of an entity with a
view to suggest improvements thereto and add
value to and strengthen the overall governance
mechanism of the entity, including the entity’s
strategic risk management and internal control
system’.

The basic principles of RBIA include a thorough
understanding of the organizations risk
environment, comprehensive risk assessment
and allocating audit resources according to risk
priorities. These principles of RBIA includes
following elements:

* Risk understanding: Auditors must have a
deep understanding of the types of risks faced
by the organization, including strategic,
operational, financial and compliance risks.

* Risk assessment: This process involves
identifying and evaluating risks based on
their potential impact and probability of
occurrence. Accurate risk assessment allows
auditors to prioritize areas that require
greater attention.
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* Risk response: Based on the risk assessment,
the auditors plan appropriate reports
including mitigation, transfer, or acceptance
of risks; which helps identifying more
focused and effective audit steps.

* Riskmonitoring: Riskscanchangedovertime,
so RBIA requires ongoing monitoring and
adjustments to remain relevant and effective.

» Understanding context: Auditors understand
the  organization’s  vision,  mission
and strategic goals. Understanding of
organizational structure, process and external
environment that may influence risk.

» Risk identification: Auditors apply various
techniques like SWOT analysis to gather
information to identify relevant risks.

» Risk prioritization: The auditors assess the
risk based on its impact on the organization
and likelihood of occurring; then risks are
prioritized in a risk matrix which helps in
determining the focus of the audit.

* Audit planning: The auditor designs an audit
plan based on the risk assessment which
includes objectives, scope, methodology and
required resources. This plans ensures that
the audit focuses on the areas of the highest
risk.

* Audit implementation: Auditors are carried
out in accordance with the plans that have
been prepared. Auditors carry out tests and
evaluations of internal controls and business
process to identify weakness and risks.

* Reporting and follow-up: Audit findings
are reported to management with
recommendations for improvement. Auditors
also carry out follow-up actions to ensure
that recommendations are implemented and
risks are managed properly.

The main objective of RBIA is to provide
independent assurance to the Board of bank
that:

i. The risk management processes which
management has put in place within the
organization (covering all risk management
process at corporate, divisions, business
unit, and business process level, etc.) are
operating as intended.

ii. These risk management processes are of
sound design.

iii. The responses which management has made
to risks which they wish to treat are both
adequate and effective in reducing those
risks to a level acceptable to the board.

iv. A sound framework of controls is in place
to sufficiently mitigate those risks which
management wishes to treat.

Supervisory Provisions of RBIA in Banking

RBIA in banking comprises of three stages:
assessing risk maturity; preparing periodic
plan; and conducting individual assurance audit
assignments and reporting to appropriate levels.
RBIA methodology links the bank’s overall risk
management framework and allows internal
audit function to provide assurance to the board
that risk management processes effectively, in
line with risk appetite define by the bank.

The Basel Core Principle for Effective Banking
Supervision, and Basel/OECD Corporate
Governance Principles of banks requires the
internal audit function to conduct the RBIA.
‘Principle 26’ defines that the supervisor
determines that banks have adequate internal
control frameworks to establish and maintain
a properly controlled operating environment
for the conduct of their business taking into
account their risk profile. These include clear
arrangements for delegating authority and
responsibility; separation of the functions that
involve committing the bank, paying away
its funds, and accounting for its assets and
liabilities; reconciliation of these processes;
safeguarding the bank’s assets; and appropriate
independent internal audit and compliance
functions to test adherence to these controls
as well as applicable laws and regulations.
‘Principle 29(9)’ requires for internal audit and/
or external experts to independently evaluate the
relevant risk management policies, processes
and controls. The supervisor has access to their
reports.

The responsibility of the Board section of G20/
OECD Principles of Corporate Governance
requires the Board of Directors to ensure the
integrity of the corporation’s accounting and
financial reporting systems, including the
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independent audit and that appropriate systems
of control are in place, in particular, systems
for risk management, financial and operational
control, and compliance with the law and
relevant standards.

Risk Management Guidelines issued by Nepal
Rastra Bank states that a sound risk management
system should have a comprehensive internal
controls and an effective risk management
framework should have a mechanism to ensure
an ongoing review of systems, policies and
procedures for risk management and procedure
to adopt changes. Further, Nepal Rastra Bank
has developed Risk Based Supervision Manual
and moved towards conducting risk based
supervision of commercial banks. Notably,
transaction based audit approach in banks
is based in practice than RBIA which takes
process compliance into account rather than
risks assessment and its possible impacts.

Framework of RBIA in Banking:

RBIA methodology is delivered in a consistent
manner through planning and execution process.
It delivers assurance on the management of risks
in the bank. The following figure represents the
process of RBIA.

Planning Phase:

The planning process starts with the internal
auditor becoming acquainted with the business

and the industry in which the entity operates.
The planning process is divided into: strategic
analysis; enterprise risk assessment by
management; and development of audit plan.

+ Strategic analysis: In this stage, the internal
auditor of the bank identifies the strategic
objectives and understands as to how the
bank reacts to challenges. This also equips the
internal auditor to carry out the risk maturity
review and review if the management’s risk
assessment.

* Enterprise risk assessment: The internal
auditor determines the entity level risk
maturity as per RBIA methodology to arrive
at the audit approach. Internal Auditor
reviews the enterprise wide risk assessment
process by management to conclude whether
torely or not to rely on the risk register. Based
on the audit approach and the reliability of
the risk register, internal auditor identifies
the significant risks which are to be audited
and need to be taken into yearly audit plan.

 Internal audit plan development: The activity
involves putting the significant risks which
have been identified during the enterprise risk
assessment phase into audit groups, listing
out the requests for consulting audit projects
made by management, preparing an internal
audit calendar, allocating resources, collating
and submitting to the audit committee the

Figure 1: RBIA process

— ==
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yearly audit plan for approval. While the
yearly audit plan is updated continuously for
new risks, quarterly audit plans are frozen
and acted upon.

Execution Phase:

This process starts with executing individual
internal audits followed with reporting the
audit issues and finally keeping a track on
management’s implementation of accepted
issues.

* Internal audit execution- The internal auditor
prepares the internal audit program, detailing
the audit procedures to be carried out.
Auditors carries out the audit procedures,
discusses the observations and prepares the
audit issues.

* Reporting: Theinternal auditorcommunicates
the audit issues at management level, obtains
the management reply on the proposed action
to be taken. The internal audit function
ultimately reports and is accountable to the
board level audit committee of the bank.
Prior to meeting the audit committee, internal
auditors may prepare internal audit reports
for the projects performed during the audit
cycle and distribute them to the members
of the audit committee and other concerned
parties.

* Issue resolution tracking: The internal
auditor tracks the progress of actions on the
issues where management action was agreed
upon. Throughout the conduct of internal
audit, issues are identified and reported,
and ultimately action plans to resolve these
issues are agreed to by management.

Audit Strategy under RBIA:

The audit strategy under RBIA methodology
has following two components:

a. Subject matter of the internal auditor’s
assurance which includes controls and risk
management

b. Nature of consulting services that the auditor
plans to perform on risk management which
includes promoting, guiding and facilitating
(PGF) or need based improvements (NBI).

As there is both an assurance and consulting
activity in the audit strategy, it implies that there
is a threshold level of risk maturity in a bank,
below which it is not possible to do an internal
audit using RBIA methodology. As mention in
above table; at the risk naive and risk aware
level, the internal auditor gives a traditional
assurance on controls and provides consulting
services in the nature of promoting, guiding
and facilitating (PGF) risk management. Based

Table: Audit strategy for different levels of risk maturity

Area Risk Naive |Risk Aware| Risk Defined Risk Risk Enabled
Managed
Risk maturity report No Formal [Poor RMP |RMP RMP RMP Enabled
on enterprise wide risk |RMP Deficiencies  [managed Organization
management process Organization
(RMP)
Consulting objectives in|To promote, [To promote,|To embed RM |To improve |Need Based
risk management (RM) |guide, guide, RM Improvement
facilitate facilitate (NBI)
RM (PGF) |RM (PGF)
Audit Plan based on Traditional |Traditional |Management [Management |Management
Audit Plan  [Audit Plan |view onrisk  [view onrisk |view on risk
(TAP) (TAP) (RBIA) and drives audit |drives audit
supplement plan (RBIA) |plan (RBIA)
with TAP
Assurance on Control Control RMP & RMP RMP
process process Control process
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on the risk maturity the audit and consulting
strategy is determined.

Importance of RBIA in Banking:

RBIA process begins with a deep understanding
of an organizations goals, environment and
business process. The auditor then identifies
and assesses the main risks that may affect the
achievement of the organizations objectives.
This includes internal risks like weakness in the
internal control system and external or market
conditions. Once the key risks are identified and
evaluated, the auditor determines the areas to
be risk detected, ensuring that audit efforts are
focused on areas of the highest risk.

Currently, banking industry in Nepal, risks are
very diverse and complex, implementing RBIA
is becoming crucial. In the RBIA, banks can
focus more on monitoring and managing these
risks, which will ultimately help to improve the
stability and reliability in banking operation.

In recent years, RBIA has experience significant
development in banking sector and this condition
demands a more adaptive and proactive audit
approach, which is able to identify and evaluate
risks effectively.

RBIA helps banks identify areas that have
potential for improvement or efficiency, as well
as in developing better risk mitigation measures.
Basel Committee on Banking Supervision
(BCBS) and International Standards on Auditing
(IAS) provides the framework and standards
that banks must follow in implementing RBIA.
This regulations ensures that banks have a
consistent and systematic approach in managing
risk, as well as increasing transparency and
accountability in banking operations.

Akey concept of RBIA is risk assessment which
involves identifying all potential risks that could
impact the banks operational and evaluating
the severity and probability of these occurring.
These risks are then mapped in a risk matrix,
which helps auditors to visualize and understand
the priorities that must be given in carrying out
the audit. Proper risk assessment helps banks to
focus on the areas must vulnerable to loss and
enables more efficient use of audit resources.

RBIA plays a crucial role in the banking sector
especially in ensuring operational and financial
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integrity and transparency. It helps in ensuring
compliance with stringent regulations and
standards. It is a primary tool for detecting
and preventing fraud and irregularities. An
internal auditor aims to provide an independent
assessment of the financial and operational
reports. In the context of banking, accurate and
reliable financial reports are the foundations for
appropriate decision making by stakeholders:
investors, regulators and management.

RBIA improves the bank’s ability to manage risk
more effectively by providing more relevant and
in depth information about potential risks and
their inputs. It also increases the efficient use of
audit resources by directing focus to the most
critical areas. On the other hand, it strengthens
the role of audit as an integral part of the bank’s
risk management, which helps to increase
stakeholder confidence in the organizations
ability to manage risk.

A way forward:

RBIA encourages more dynamic and adaptive
approach. RBIA are not static as risks may
change over time, business environment,
regulator or external factors. So, auditors need
to continually update their risk assessments
and adjust audit plan accordingly. RBIA also
provides value addition in terms of transparency
and accountability.

RBIA ensures that the audit resources are
utilized towards assessing the management
of most significant risks. RBIA approach has
greater involvement of the bank’s management
as many risks being dealt with very significant
to the organization. RBIA may involve audit of
new areas in the bank that internal auditors had
not covered before. The audit techniques under
RBIA focus on ensuring the effectiveness of
controls which treat risks.

Risk management is an integral part of internal
governance that encompasses all areas of
financial institutions. Banks are adopting RBIA
are better prepared to take volatility and are able
to take corrective action more quickly when
risks are detected.

Internal auditors are well-positioned to support
organizations in enhance operational efficiency,
compliance, assets protection, financial
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reporting as well as drive better business
performance. Through RBIA, internal auditors
can enhance their role and provide value added
contribution as strategic advisers by delivering
timely, accurate and thorough insights on risks
and provide suggestions empathetically on
management’s response to the issues. With
the inputs received from internal auditors,
the stakeholders are in a position to focus on
business growth which is in consonance with
the their risk appetite,

Audit methodology in banking must follow
a multifaceted approach and internal audit
teams must be trained with skills to audit
cutting edge technologies such as Al, machine
learning, Internet of things along with skills
of predictive analytics to proactively detect
and prevent potential threats, fostering a sense
of accountability, involvement and vigilance
within the department. Internal audit while
using the risk-based audit method must help
management in: resource efficiency assurance;
process compliance; regulatory requirement.
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Yoga in Corporate World

Yoga:

The word yoga means ‘Unity' or ‘Oneness'
and is derived from Sanskrit Yuj which means
'to join.' This unity or joining is described in
spiritual terms as the union of the individual
consciousness with the universal consciousness.

On a more practical level, yoga is a means of
balancing and harmonizing the body, mind and
emotions. This is done through the practice of
Asana, Pranayama, Mudra, Bandha, Shatkarma
and Meditation.

Yogasanas:

In the Yoga Sutras of Patanjali there is a concise
definition of yogasanas: ‘“Sthiram sukham
aasanam,” meaning ‘that position which is
comfortable and steady.’

Sthiram - Steady
Sukham - comfortable
Asanam — Asana

In this context, asanas are practiced to develop
the ability to sit comfortably in one position for
an extended period of time, ability necessary for
meditation. Yogasanas became tools to higher
awareness, providing the stable foundation
necessary for the exploration of the body,
breath, mind and higher states.

Yoga in the Corporate World: A Scientific
Path to Well-Being:

Yoga is a mix of both science and practical
experience, with each playing a crucial role in
understanding and benefiting from the practice.
In one side modern science validates and
explains many aspects of yoga, on the other side
the practical experience of doing yoga-feeling

CA Dharmaraj Neupane
Assistant Manager
Nepal Bank Limited

its effects on the body and mind-is equally
essential.

Yoga in the corporate world can indeed
be classified based on its use in Therapy,
Management, and Spiritual growth. This
classification is broad, reflecting the different
applications of yoga for specific needs and
purposes in corporate world:

1. Yogain corporate world for Management:

Yoga in the corporate sector serves as a strategic
tool for managing employee stress, fostering
work-life balance, promoting healthier lifestyle
choices, and enhancing overall performance,
both personally and professionally.

Key Features:
* Reduces Stress: Helps individual cope
with stress, anxiety and high-pressure

environments using relaxation techniques.

* Workplace Well-being: Corporate yoga
programs designed to improve employee
well-being, focus, and productivity.

» Lifestyle Management: Encourages healthy
habits such as regular physical activity,
mindfulness, and self-care routines.

* Performance Enhancement: Focuses on
improving mental clarity, focus, and energy,
which can benefit professionals & personal
achievement.

2. Yoga in corporate world for Therapy:

Yoga in the corporate sector, as a therapeutic
approach, focuses on the holistic healing of
employees by leveraging its physical and
mental benefits to address health conditions,
injuries, and emotional well-being. This practice
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contributes to enhanced efficiency and overall
performance within the corporate environment.

Key Features:

+ Physical Healing: Helps in the recovery from
injuries, surgeries, and chronic conditions
such as arthritis, back pain, or joint issues.

* Mental Health: Addresses stress, anxiety,
depression, and other mental issues.

* Regain: Helps individuals with physical
disabilities or limitations regain strength,
mobility, and flexibility.

* Restorative Practices: Uses props like
blocks, bolsters, and blankets to facilitate
deep relaxation and healing.

3. Yoga in corporate world for Spiritual
Growth:

Yoga in the corporate sector, as a means of
spiritual growth, emphasizes personal and
spiritual development by fostering a deeper
connection between the mind, body, and soul,
ultimately promoting a heightened level of
consciousness.

Key Features:

e Realization: It aims to understand/realize the
true nature of the self and the universe.

» Inner Peace: Practices designed to calm the
mind and foster inner stillness and tranquility.

* Connection to Higher Consciousness: Seeks
to connect the individual with universal or
divine energy, promoting spiritual awakening
and enlightenment.

* Ethical Living: Often involves adherence
to yogic principles such as non-violence
(Ahimsa), truthfulness (Satya), and self-
discipline (Tapas).

Sitting is Kkilling you/Sitting is the New
Smoking:

The phrase ' Sitting is killing you/Sitting is the
New Smoking' highlights the serious health risks
associated with prolonged sedentary behavior.
Research  consistently demonstrates  that
extended sitting can lead to a range of adverse
health outcomes, even for individuals who
maintain regular physical activity. Studies and
expert reports emphasize the significant impact

of sedentary work habits, particularly in the
corporate sector, where employees often spend
long hours seated. These findings underscore
the need for proactive measures to mitigate the
risks of prolonged sitting in order to safeguard
employee well-being and productivity.

Key findings from scientific studies and other
various research paper shows the following
issues regarding the prolonged sitting.

* Risk of Chronic Diseases: Prolonged sitting
has been linked to an increased risk of chronic
diseases such as heart disease, diabetes, and
certain other diseases.

* Negative impact on Metabolism and
Obesity: Sitting for long periods slows down
metabolism, affecting the body’s ability to
regulate blood sugar and break down fats,
contributing to weight gain and obesity.
Research shows that sitting for extended
hours can lead to insulin resistance and poor
blood lipid levels, increasing the risk of
metabolic syndrome.

* Risk of Mental Health Issues: A study
published in Mental Health and Physical
Activity reported that prolonged sitting was
correlated with higher rates of anxiety and
depression.

* Reduced Life span: Studies have suggested
a strong association between sitting time and
mortality. The more time spent sitting, the
higher the risk of premature death, regardless
of physical activity.

* Impact on Blood Circulation: Sitting for
long periods can impair blood circulation. It
also contributes to high blood pressure and
vascular problems.

Some of the case-studies, research articles
and program examples of corporate yoga /
stress-management programmes:

« Patanjali Yog Samiti study: “Yoga Practices
and its Correlates among Bank Employees at
Janakpurdham, Nepal”: - Focused on bank
employees in Nepal; found yoga is perceived
as beneficial for stress management among
bank staff.

* Programme: Bank of Baroda (India) - daily
live online yoga & meditation sessions,
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“Wellness Month”, etc.: - Very concrete
banking-sector programme, shows how a
major bank embeds yoga & meditation into
employee wellness.

* 2l-day challenges, desk yoga: India Inc
stretches to meet Yoga Day goals - India
context including banking company
examples (e.g., Bank of Baroda): - Shows
desk-yoga, challenges, corporate wellness
tactics in Indian companies.

* Financial Sector in Australia - Banking
Institutions Launch Yoga & Mindfulness: - In
2025, Australian workplaces are undergoing
a wellness revolution. As stress levels
rise and burnout becomes an increasingly
recognized issue, companies across the
country - from Sydney’s financial district
to Melbourne’s startup hubs and Brisbane’s
corporate offices - are turning to yoga and
mindfulness programs as essential tools for
employee well-being.

How Corporate Can Combat the Health
Risks of Sedentary Work:

The health risks of prolonged sitting are real
concerns for the workforce. However, there
are several strategies corporate can implement
to combat the risks of prolonged sitting, and
promote a healthier work environment, experts
recommend the following:

* Regular Movement: Taking breaks every
30 minutes to stand or walk around for a
few minutes can help mitigate some of the
negative effects.

+ Standing Desks: Incorporating standing
desks or convertible desks into your
workspace can help reduce overall sitting
time.

* Physical Activity: Engaging in regular
physical activity-whether it's  walking,
cycling, or structured exercise-can help
counteract the effects of prolonged sitting.

+ Stretching and Flexibility: Stretching every
few hours can help improve circulation and
reduce the strain on muscles that can develop
from sitting for too long.

To achieve
individual

* Chair Yoga at workplace:
the exponential growth on
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productivity at workplace it is very much
essential to perform the chair yoga whenever
there is leisure time available.

Chair Yoga at workplace:

To achieve the exponential growth on individual
productivity at workplace it is very much
essential to perform the chair yoga whenever
there is leisure time available.

Yoga poses modified & developed for a seated
position is chair yoga. Although they originated
as support for anyone who has limited mobility
for any reason, anyone can practice yoga in a
chair to stretch stiff muscles and experience
relief from aches and pains, regain proper
posture, help improve blood flow, and draw
awareness to the breath.

Almost anything you can do on your mat can be
done in a chair. The following chair yoga poses
can help you to be active and more energize
at workplace, practice them individually in
between leisure time at workplace helps you to
reduce inefficacy and increase efficiency.

Anyone who spends long periods of time in a
seated position can practice chair yoga poses
to help reduce pain from sitting. Chair yoga
provides the same benefits as other yoga, such
as building strength, flexibility, and balance,
and helping reduce stress and depression.

Some Chair yoga poses that we can do at
workplace in leisure time:

Most chair yoga poses require you to sit
forward on the center from the back of the
chair-so that you are able to move more freely
and can move your body as per the requirement.
Following yoga poses that we can do anywhere,
especially at workplace on a regular basis to get
the ultimate benefit & energies oneself so that
our productivity will achieve the exponential
growth.

1. Upward Salute Pose (Urdhva Hastasana):
Upward Salute is a great way to stretch your
arms and shoulders while lengthening your
spine.

o Base Position: Sit on the edge of a chair
with your feet flat on the ground, hip-
width apart & hand straight.
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o Slowly raise your arms: Inhale deeply, and
as you do, sweep your arms up overhead.

o Engage lower back: Draw your belly
slightly inward to support your lower
back.

o Lift your chest: Open your chest by
gently lifting your sternum upward, but
keep your shoulders relaxed and away
from your ears.

o Release & Relax: Exhale as you slowly
brings your arms back down by your
sides.

Cat Pose (Marjaryasana): Cat pose helps
improve flexibility in the spine and stretches
the shoulders.

o Base Position: Sit on the chair with your
feet hip-width apart.

o Rest Hands: Rest your hands on your
knees.

o Cat Pose: On an inhalation, round your
spine and lower your chin toward your
chest.

o Release and Relax: Take several relaxed
breaths here. On an exhalation, slowly
roll your head up and return to the original
position.

Camel Pose (Ustrasana): Stretching and
strengthening of the chest, upper back, and
shoulders in this seated version of Camel
Pose.

o Base Position: Sit near the edge of a chair
with your feet flat on the ground, hip-
width apart & keep your spine tall.

o Camel Pose: Place your hands on your
lower back, fingers pointing downward.
Gently press your hips forward while
keeping your chest lifted.

o Breathing: Inhale and lift your chest.

o Hold Position: Stay in the pose for 3-5
deep breaths.

o Release and Relax: On an exhale, slowly
bring your spine back to a neutral position,
hands returning to your thighs.

4. Happy Baby Pose (Ananda Balasana):

Helps to keep your spine straight or allow
your back and shoulders to round forward
as you relax your neck.

o Base Position: Sit toward the front edge
of the chair with your feet on the floor, a
little wider than hip-width apart.

o Step II: Reach the crown of your head
up and draw your tailbone down to find
length in your back.

o Step III: As you exhale, fold forward at
your hips and bring your belly between
your thighs.

o Final Position: Inhale and reach down
between your legs and grasp your outer
shins, ankles, or feet.

o Release and Relax: Take several breaths.
To release the pose, let go of your grip
and engage your core muscles as you lift
your head, neck, shoulders, and torso to
return to your original seated position.

5. King Arthur’s Pose: Helps to stretch your

quadriceps.

o Base Position: Sit in a chair with your
back bones in the middle of the seat. Shift
your weight to the right side of the seat
and place your feet flat on the floor with
your knees hip-width apart.

o Step II: Keep your right thigh connected
to the chair seat as you bend your right
knee, lift your foot off the floor, and point
your toes toward the back of the chair.

o Step IIl: Reach down with your right
hand and grasp your ankle. Gently lift it
toward your body until you feel a strong
stretch in your quadriceps and the front
of your shin.

o Release and Relax: Take several breaths.
Lower your foot and come back to your
original seated position. Repeat on the
opposite side.

Tree Pose (Vrksasana): Tree Pose is
intended as a stretch for the hips, as well as
a balancing pose.



o Base Position: Stand on the floor with
head, neck, spine & whole body straight.

o Lift One Leg: Slowly lift your right foot
off the ground, bringing it on the chair.

o Raise Your Left Arms: Raise your left
arms overhead, palms facing each other
or touching.

o Hold and Breathe: Hold the pose for
several breaths (30 seconds to 1 minute),
maintaining your focus and balance.

o Change the position: Lower your right
foot back down, and repeat the same steps
with your left leg.

7. High Lunge: Stretches your thigh muscles
and strengthens your hips, knees and ankles.

o Base Position: Sit on your chair so that
your thighs are fully supported. Shift
toward the front of the chair so that your
right thigh clears the seat.

o Stage II: Keeping both hips facing
forward, extend your right leg straight
back. Engage your right thigh by pushing
it up toward the ceiling to straighten your
leg as much as possible.

o Stage III: Inhale and reach your arms
toward the ceiling, keeping your
shoulders wide and your arms aligned
with your ears.

o Release & Change the position: Take
several breaths. To release the pose,
release your arms and bring your right leg
forward & change the position.

I, oruret do feifdies, aiffioicia [dAurg, 20c2

8. Marichyasana III: Stretch
shoulders, hips, and lower back.

in your

o Base Position: Sit with your spine
supported by the back of the chair.

o Step II: Place your feet on the floor hip-
width apart.

o Step III: Lift your right knee and draw it
toward your chest.

o Step IV: Inhale and lengthen your spine.
Exhale and twist to the right. Grasp your
right knee with your left hand.

o Step V: Take several breaths. Lengthen
on each inhalation and gently twist a bit
more with each exhalation.

o Release and Relax: Change the position
& repeat on the other side.

Conclusion:

As mentioned in the book “Sitting Kills, Moving
Heals” by Dr. Joan Vernikos, Ph.D. (Former
Director of NASA’s Life Science Division) that
Prolonged sitting for more than 6 hours a day
has been linked to a 40% increase in the risk of
early death & also many research paper.

Hence, incorporating yoga at workplace
enhances employee well-being, reducing stress
and achieves higher productivity. Regular
practice of yoga cultivates teamwork, work life
balance & create positive workplace culture.

So, Yoga is not something what you believe
but something what you perform in conscious
manner.
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