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NEPSE HIGHLIGHTS 

Particular Index Gain/(Loss) Beta Turnover (Mil) 

NEPSE Index  2,019.93  -4.35%  1.00   36,718.22  

Banking  1,317.15  -3.66%  0.65   5,502.66  

Hotels and Tourism  3,176.83  -1.61%  1.09   540.58  

Other  1,467.99  -1.74%  0.84   931.56  

HydroPower  2,591.86  -1.81%  1.41   13,082.07  

Development Bank  3,637.68  -1.20%  1.55   1,885.53  

Manufacturing and Processing  4,885.09  -4.42%  1.04   1,994.19  

Microfinance  3,944.97  -15.00%  1.28   4,315.02  

Life Insurance  10,159.23  -6.01%  1.11   2,325.20  

Investment  65.56  0.22%  1.34   1,461.20  

Non-Life Insurance  8,868.88  -3.35%  1.04   1,921.59  

Finance  1,690.26  -2.82%  1.49   1,998.69  

Trading  2,168.32  -4.37%  0.76   256.77  

Source : NEPSE Data as of 28/02/2023 
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MONTHLY NEPSE OVERVIEW 

 

The NEPSE Index which began at 2116.65 

from 1st February 2023, experienced a 

bullish Marubozu candle on 7th Februray 

due to improving six months’ 

macroeconomic reports published by NRB 

and the expectation of positive amendments 

related to the stock market in the half yearly 

monetary policy review. 

 

With the start of the Valentines week, not 

only the streets were filled with the color of 

red but the Nepse index also joined in but 

with a contradictory sentiment to that of the 

general public. The index continued to 

decline after the interest rate on the Fixed 

Deposit was announced to be maintained at 

11% by Commercial Banks for the month 

of Falgun on which the investors were 

expecting a decrease in interest rates. Also, 

as the half yearly monetary policy review 

published on 10th Feb didn't have any 

amendments related to the stock market as 

expected by the market participants, there 

was further a negative sentiment among the 

investors as a result of which, the index 

declined by 2.78% the very next day after 

the review. 

 

In the mid-term review of the annual 

budget, the government reduced the size of 

the current fiscal year to Rs 1549 billion 

from Rs. 1793 billion which is decrement 

of around 14%. For the first time since the 

fiscal year 1967-68, the country has 

witnessed a negative growth in revenue 

collection in the first six months of the 

fiscal year.  

The interbank rate which had fallen down 

to 4.09% in January 30th 2023 has surged to 

8.5% in February 13, 2023.  This indicates 

that the liquidity was affected during the 

time with the maturity of Repo and the 

Reverse Repo issued by NRB. Further, 

NRB also issued “Citizen Saving Bond 

2084” at the interest rate of 11.5% which 

was higher than the interest rate provided 
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by the commercial banks. This also led to a 

negative sentiment among the investors. 

The index which had barely seen a growth 

was severely hit on 23rd February with the 

amendments of NRB in Unified Directives 

for Microfinance tightening regulations on 

dividend distribution and lending. The 

Nepse Index declined by 2.78% while the 

microfinance index experienced a 

significant decline of 9.54% in a single day. 

With the CPN-UML withdrawing its 

support from Dahal led government and the 

resignation of the market friendly Finance 

Minister Mr. Bishnu Paudel, there is 

growing sense of uncertainty in the political 

scenario. The lack of clarity regarding the 

appointment of a new Finance Minister 

further adds to this uncertainty. As a result, 

the direction of the market remains unclear 

and investors are cautious about their 

investments.  

In the month of February, the NEPSE Index 

lost 4.35%. The banking sector had a loss 

of 3.66%. With the requirement to maintain 

the interest spread rate to 4.2% and 4.0% 

for commercial banks from Chaitra 2079 

and Asadh 2080 respectively, the 

profitability of the banking sector is 

anticipated to decrease due to reduction of 

lending interest rate. Similar can be said for 

the Development Bank and Finance sector 

which are required to maintain the interest 

spread rate of 4.8% and 4.6% from Chaitra 

2079 and Asadh 2080. All the other sectors 

except investment saw a decline in the 

NEPSE index in the month of February. 

The Microfinance sector faced the highest 

loss in its index as it declined substantially 

by 15%, followed by the life insurance 

sector with a decline of 6.01% and 

Manufacturing sector with a decline of 

4.42%. The traders were active in the 

Development Bank sector, Finance and 

Hydropower sector as reflected by the beta 

of 1.55, 1.49 and 1.41 respectively.  

As of now, the effect of lifting the ban on 

import restrictions has not been seen 

noticeably. However, it may have an impact 

on the import and BOP figure in the 

upcoming months. The rise in interbank 

rate suggests that the liquidity has still not 

been eased completely. Further, the 

consequence of global recession in Nepal’s 

economy also needs to be closely 

monitored for making investment and 

trading decisions.  

As of February End, the market 

Capitalization stands at 2,918,475.22 

million and the index stands at 2019.9
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Top 5 Gainers and Losers of the month 

 

 

Top 10 Companies Based on Market Capitalization 

S.N.  Symbol Market Capitalization (Rs. In Million) Weightage in Total market  

1 NABIL 184,799.30 6.04% 

2 NTC 150,120.00 4.90% 

3 NRIC 101,896.73 3.33% 

4 NICA 94,928.92 3.10% 

5 CIT 88,297.53 2.88% 

6 HDL 63,290.21 2.07% 

7 NLIC 59,343.60 1.94% 

8 UPPER 52,632.30 1.72% 

9 GBIME 51,568.25 1.68% 

10 HIDCL 50,550.47 1.65% 

For the month of Mid-Feb 2023, NABIL tops the list of the largest companies listed in Nepse 

based on market capitalization followed by NTC, NRIC and NICA. CIT joins the club as a 

representative of Investment Sector in the fifth position. From the manufacturing sector, HDL 

secures the 6th position whereas NLIC is in the seventh position from the life insurance sector. 

The top 10 largest companies based on market capitalization constitutes around 30% of the 

total market capitalization of Nepse. There are no changes in the position of other position 

except that of GBIME which climbed to 9th position from 10th in the previous month.   
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MUTUAL FUND 

A mutual fund is a professionally managed 

investment scheme, usually run by an asset 

management company that brings together 

a group of people and invests their money 

in stocks, bonds and other securities. 

Currently, there are 31 closed ended mutual 

funds listed in Nepse and 6 open ended 

mutual funds. The total fund size of the 

mutual fund industry stands around Rs 38 

billion till date. The mutual fund index 

stood at 14.23 at the end of February 2023 

and closed by losing 1.73% in the month. 

As of February, the index hit 14.11 as the 

low point and 14.65 as the highest point. In 

the previous month, the sub index closed by 

losing 0.82%.  

As of Mid-February, some of the mutual 

funds’ NAV are still below Rs 10 per unit. 

The NAV of most of the mutual funds have 

shown a negative growth in the current 

month as compared to that of the previous 

month. As of Mid-February, SFMF, MMF1 

and NSIF2 are the only mutual funds 

having positive NAV growth of 1.29%, 

0.69% and 0.10% respectively while SAEF 

had the highest negative NAV growth of -

3.48%. 

The NAV of 9 mutual funds are below the 

face value of Rs 10 as of Mid- Feb 2023. As 

of the NAV report of February, SAEF has 

the highest NAV of Rs 13.02 per unit while 

SSIS has the lowest NAV of Rs 8.55 per 

unit. SAEF, and SFMF, are the only two 

mutual funds having NAV more than Rs 12 

per unit. 

 

 

 

 

 

 

 

 

 

 

 

 

NAV per unit 

Mutual 
Fund 

14-Jan-23 12-Feb-23 Change 

CMF1                   9.64  9.49 -1.56% 

CMF2                 10.45  10.33 -1.15% 

GIBF1                 10.51  10.39 -1.14% 

GIMES1                 10.51  10.45 -0.57% 

KDBY                 10.68  10.65 -0.28% 

KEF                 11.10  10.83 -2.43% 

LEMF                 10.45  10.42 -0.29% 

LUK                 10.63  10.59 -0.38% 

MMF1                   8.67  8.73 0.69% 

NADDF                 10.73  10.72 -0.09% 

NBF2                 10.69  10.47 -2.06% 

NBF3                   9.07  8.95 -1.32% 

NEF                 10.63  10.5 -1.22% 

NIBLPF                 10.74  10.53 -1.96% 

NIBLSF                 10.50  10.46 -0.38% 

NIBSF2                   9.05  8.96 -0.99% 

NICBF                 11.46  11.26 -1.75% 

NICFC                 10.43  10.4 -0.29% 

NICGF                 12.12  11.95 -1.40% 

NICSF                 10.29  10.25 -0.39% 

NMB50                 11.64  11.51 -1.12% 

NMBHF1                 11.24  11.16 -0.71% 

NMBSBF                   9.61  9.47 -1.46% 

NSIF2                 10.33  10.34 0.10% 

PSF                 10.47  10.47 0.00% 

RMF1                   9.55  9.39 -1.68% 

SAEF                 13.49  13.02 -3.48% 

SBCF                   9.65  9.58 -0.73% 

SEF                 10.69  10.49 -1.87% 

SFMF                 12.39  12.55 1.29% 

SIGS2                 10.81  10.59 -2.04% 

SLCF                   9.79  9.68 -1.12% 

SSIS                   8.62  8.55 -0.81% 

Average                 10.50  10.43 -0.70% 
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The table below shows the top 10 stocks held 

by closed ended Mutual Funds till the end of 

February 2023. The mutual funds hold five 

commercial banks in the top 10 holdings in 

terms of amount. The highest holding of 

mutual funds is in the stock of NICA, followed 

by CBBL and NLICL. The mutual funds hold 

highest value of NLICL from the life insurance 

sector and highest value of NIL from the non-

life insurance sector. Investment in the mutual 

funds at the significant discount, generally 

provides good return over the period of time. 

Currently, all the mutual funds are trading 

at a discount where some of the mutual 

funds are trading at heavy discounted 

prices. Generally, the higher the discount, 

the better is the investment opportunity in 

the mutual funds. The mutual funds 

including PSF, KDBY and NICFC are 

trading at the highest discount rates of 

24.55%, 24.32% and 24.04% respectively 

whereas GIMES1 is trading at the lowest 

discount of 9.57% with maturity date 

nearing i.e., on 24th March 2023. Similarly, 

LUK, KEF, NICSF, NIBLPF, SEF, and 

CMF2 are also trading at discount of more 

than 20%. Moreover, in the recent time, 

open-ended mutual funds are offering the 

Systematic Investment Plan (SIP) to the 

investors in which they can purchase the 

units of mutual funds at regular interval of 

time. SIP encourages the disciplined

Mutual Fund NAV per Unit LTP Discount 

/Premium 
12-Feb-23 28-Feb-23 

 PSF 10.47 7.9 -24.55% 

KDBY 10.65 8.06 -24.32% 

NICFC 10.40 7.9 -24.04% 

LUK 10.59 8.1 -23.51% 

KEF 10.83 8.3 -23.36% 

NICSF 10.25 7.88 -23.12% 

NIBLPF 10.53 8.16 -22.51% 

NICGF 11.95 9.29 -22.26% 

SEF 10.49 8.19 -21.93% 

CMF2 10.33 8.12 -21.39% 

GIBF1 10.39 8.21 -20.98% 

SBCF 9.58 7.6 -20.67% 

NICBF 11.26 8.94 -20.60% 

NMB50 11.51 9.14 -20.59% 

SFMF 12.55 9.97 -20.56% 

SIGS2 10.59 8.44 -20.30% 

RMF1 9.39 7.52 -19.91% 

NBF2 10.47 8.49 -18.91% 

SLCF 9.68 7.88 -18.60% 

NEF 10.50 8.6 -18.10% 

SAEF 13.02 10.72 -17.67% 

MMF1 8.73 7.19 -17.64% 

NBF3 8.95 7.4 -17.32% 

NIBSF2 8.96 7.43 -17.08% 

CMF1 9.49 8 -15.70% 

LEMF 10.42 9.02 -13.44% 

NMBHF1 11.16 9.98 -10.57% 

GIMES1 10.45 9.45 -9.57% 

Top 10 Stock Holdings  

 Stocks   Quantity   Sum of Amount  

 NICA   1,189,693.00   976,618,983.70  

 CBBL      583,250.00   698,733,500.00  

 NLICL   1,018,055.00   636,284,375.00  

 NIL      688,767.00   524,151,687.00  

 SANIMA   2,087,580.00   523,982,580.00  

 NBL   1,494,089.00   416,850,831.00  

 MBL   1,706,236.00   407,961,027.60  

 NABIL      591,811.00   404,206,913.00  

 NUBL      404,079.00   401,250,447.00  

 SKBBL      296,837.00   365,109,510.00  
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investment and helps to avoid sentiment-

driven decisions. Likewise, the chart below 

shows the equity exposures of the Mutual 

Funds. Five mutual funds have the highest 

equity exposure of more than 80%. 

GIMES1, MMF1, NIBLPF, SIGS2 and 

SEF have the highest equity exposures of 

93.85%, 83.62%, 83.10%, 80.80%, and 

81.74%. respectively whereas NICSF, 

NADDF and NSIF2, have the lowest equity 

exposure of 23.91%, 23.97% and 24.45% 

respectively.

MACROECONOMIC ANALYSIS 

 

 Remittance 

 

 

The remittance has increased by 24.3% as of Mid-January 2023 on a Y-o-Y basis. The 

remittance increased by 23% in the previous month of December 2022. It is continuously in an 

increasing trend on a monthly basis for the current fiscal year. It stands at 585.08 billion in the 

first six months of the current fiscal year.  As of mid-Feb 2023, the number of migrant workers 

taking new entry is 314,767 while the number of migrant workers taking renew entry stands at 

167,708. In the same period of the previous year, the no. of new entry stands at 200,102 while 

the renew entry stands at 152,325. Since, the number of migrant workers is in the increasing 

trend, we can expect further increase in the remittance in the upcoming months. As of Mid-Feb 

2023, the remittance to GDP ratio has increased to 14.22%, up from 12.66% during the 

corresponding period last year. 
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 Balance of Payment (BOP) 

 

 

 

The BOP surplus trend has continued from Mid-October 2022. The import ban and increase in 

remittance has reduced the pressure on BOP and trade deficit. This effect is seen on the BOP 

surplus of Mid-January as well. However, with the import restrictions being lifted as of Mid-

December 2022, it had been expected that it would impact the import but after the import 

restrictions has been lifted for one month, there is no affect in the import as of now. However, 

the import is to be closely monitored for the upcoming months. 
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The import has decreased by 20.7% as of Mid-Jan 2023 on a Y-o-Y basis. The import 

restrictions placed on late April 2022, has led to a decrease in import in the current fiscal year. 

The import restrictions lifted early in December may affect the import in the upcoming months. 

Destination-wise, imports from India, China and other countries decreased 19.4 percent, 24.6 

percent, and 21.4 percent respectively. Although, total imports have been declined on y-o-y 

basis, the import of petroleum products (having share of 18.7% in total imports) have increased 

by 11.9% compared to previous years’ same period owing to increase in oil prices in 

international market. Reduction of the import in this fiscal year is majorly contributed by the 

decline in the import of the Machinery and Parts with the share of 4.5% in total imports by 

23.6% and the import of Transport Equipment, Vehicle and Other Vehicle Spare parts having 

the share of 4.1% in total imports by massive 58%. 

 

 

 Exports  

 

 

The exports have decreased by 32% as of Mid-January 2023 on a Y-o-Y basis. Destinationwise, 

exports to India and China decreased 40.1 percent and 25.2 percent respectively whereas 

exports to other countries increased 3.6 percent. Significant reduction in the exports is majorly 

due to the massive decline in the export of Palm Oil and Soyabean Oil (having combined share 

of more than 26.1% in total export) by 59.1% and 76.6% respectively compared to last years’ 

same period. Whereas the export of woolen carpet with 6.8% share in total export has increased 

by 24.2% in the review period. Similarly, Nepal has exported the electricity worth Rs 7.5 billion 

in the first six months of current fiscal year against 77 crores in the last years’ same period.  

Total trade deficit decreased 19.2 percent to Rs.711.86 billion during the six months of 

2022/23. Such a deficit had increased 46.6 percent in the corresponding period of the previous 

year. The export-import ratio decreased to 10.2 percent in the review period from 11.9 percent 

in the corresponding period of the previous year. 
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 Market Liquidity 

 

 

The position of excess liquidity stood at around 30.34 billion in surplus figure (As of Mid-

January 2023). The excess liquidity stood at around 200.43 billion as of Mid-August 2020. The 

position of excess liquidity currently indicates that liquidity has been extremely exhausted as 

the result of the persisting credit crisis in the Nepalese economy which arose as a result of 

excessive lending during the post-COVID period and the rising import figure. However, in 

comparison to the excess liquidity figure of Mid-August 2022 which stood at 41.27 billion in 

deficit, the liquidity situation in the current month has improved significantly. This may be 

attributed to the import restrictions placed and the discouragement of loans flowing into 

unproductive sectors. The import has decreased by 20.7% (As of Mid-January 2023) on a Y-

o-Y basis. The import restrictions have been lifted as of early December, hence we can expect 

the import to increase in the upcoming months which may directly affect the liquidity position 

of the economy. Remittance has increased by 24.3% (As of Mid-January 2023) on a Y-o-Y 

basis. Export however has decreased by 32% as of Mid-January 2023 on a Y-o-Y basis. The 

net foreign assets of the country have increased by 4.21% in the current month from that of 

previous month which was at 3.93%. The deposit and credit have increased by 6.45% and 

2.61% in the fiscal year 2022/23 as of Mid-January,2023. 
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 Weighted Average Interbank Rate 

 

 

With the recent improvement in the deposit collection and lending growth, the average 

interbank has slightly decreased at the end of February. The weighted average interbank rate 

has slightly decreased from 8.13% in the previous month to 7.0% at the end of February.  

 

 Total Deposits and Lending 

 

 

The total deposits and lending increased by 2.12% and 1.09% respectively as of Mid-January 

compared to that of the previous month. The total deposits stand at 5360.65 billion and the total 
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credit stands at 4842.20 billion as of Mid-January 2023. In the current month, deposits have 

increased in higher percentage than credit which indicates a slight decrease in loan demand in 

the present time and an ease of liquidity in the market. 

As of 28th February, the total deposit has further increased to 5380 billion and the total lending 

has increased to 4821 billion with the CD ratio and weighted average interbank rate at 86.18% 

and 7% respectively. 

 

FUNDAMENTAL ANALYSIS

 Sectorwise P/E Ratio 

 

Sector P/E Ratio (31/1/2023) P/E Ratio (28/02/2023) Change % 

Commercial Bank 17.56 17.25 -1.78% 

Development Bank 28.72 28.29 -1.52% 

Finance 101.39 98.03 -3.31% 

Microfinance 54.13 40.63 -24.93% 

Life Insurance 47.66 49.53 3.94% 

Non-life Insurance 46.49 37.26 -19.84% 

Investment 50.22 48.19 -4.04% 

Hydropower 38.26 116.74 205.11% 

Manufacturing 25.65 41.84 63.12% 

Others 25.50 26.12 2.44% 

Hotel 84.75 60.22 -28.95% 

Trading 470.18 447.75 -4.77% 

Nepse 26.79 27.92 4.25% 

 

P/E ratio is the most widely used ratio by the investors to ascertain whether the stock is 

undervalued or overvalued. As a general principle, lower the PE ratio, better the company to 

invest in. The average PE Ratio of most of the sectors have decreased in the month of February 

except that of Life Insurance, Hydropower, Manufacturing and Others. Here, the P/E ratio of 

Hydropower sector have significantly increased by 205.11% as the average EPS of hydropower 

sector have decreased in the second quarter of F.Y. 2022/23 as compared to the previous 

quarter. Likewise, the P/E ratio of the manufacturing sector have increased significantly as the 

average EPS of the manufacturing sector have also decreased as of February 2023. 

 

As of February end, the banking sector is trading at the lowest P/E ratio of 17.25 times. After 

the banking sector, the Other sector, and the development bank have the lowest P/E ratio of 

26.12 times and 28.29 respectively. Majority of the sectors are trading at the relatively higher 

P/E multiple in Nepse. But PE ratio can also be misleading if growth factor is not taken into 

consideration. Higher PE ratio if supported by growth factors can also be beneficial for the 

investment. Overall Nepse is trading at the P/E ratio of 27.92 times. 
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 Average Base Rate of Commercial Banks 

 

 
                                                      *The avg excludes NIMB’s data due to unavailability of data. 

The average base rate of the commercial banks has decreased slightly as of Magh 2079, It 

has slightly decreased from 10.98% to 10.68% in Magh 2079. The decrease in the base rate 

could have been contributed by the decrease in the cost of funds for the commercial banks 

as the interest rate on fixed deposits declined to 11% from 12.13% in the month of Magh. 

Thus, with the decrease in the cost of funds and the requirement of new spread rate, it may 

lead to a decrease in the average base rate in the upcoming quarter. Among the banks who 

have published the monthly base rate, SRBL has the highest base rate of 11.49% whereas 

SCB has the lowest base rate of 9.53%. 
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The average interest rate spread of the commercial banks has slightly increased to 4.51% 

in the month of Magh 2079 as compared to 4.24% in the month of Poush 2079. With the 

requirement to maintain the amended interest spread rate from Chaitra 2079 and Asadh 

2080, the profitability of the commercial banks in the third quarter may be affected as lower 

spread rate generally implies lower profitability for the commercial banks. Among the 

banks who have published the monthly spread rate of Magh, GBIME, NABIL and PRVU 

have maintained the highest spread rate of 5.03%, 5.25% and 5.13% (which is higher than 

the regulatory limitation of 4.4%) respectively whereas NBL, ADBL, and SBL have the 

lowest spread rate of 4.26%, 4.33%, and 4.37% respectively. 

 

TECHNICAL ANALYSIS 

 

Current Index (03-09-2023): 2002.70 

As per Fibonacci Retracement 

Support 1: 1941 (-3.05%) 

Support 2: 1850 (-7.59%) 

Resistance 1: 2013 (0.55%) 

Resistance 2: 2064 (3.10 %) 

Candlesticks 

NEPSE daily chart as on 9th March 2023 has closed on 2002.70 index with -8.24% decline from 2182.63 

index a month ago on 9th Feb 2023. The volume of 1.54 Billion forming big green candle on the closing 

day has shown some hope of bounce back after the continuous fall in the month of February. The market 

started to decline sharply from the beginning of this month hitting the intra-day low of 1935.21 on 5th 
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March 2023, taking support on 78.60% retracement zone on Fibonacci. As the NEPSE index has closed 

very near to the immediate resistance of 2013, the breakout of this resistance in the coming days will 

suggest the continuity of this bounce back.  

Exponential Moving Average (EMA) 

As on 9th March 2023, EMA 5 and EMA 20 are standing at 1982.42 and 2037.77 respectively after the 

forming Dead Crossover (EMA 5 crossing EMA 20 from above) in the beginning of this month, 

changing the market sentiment into bearish with the continuous downward movement. However, the 

market has closed on the positive note by closing above the EMA 5 days’ line suggesting the possibility 

of the rebound. 

 

RSI & MACD 

 

RSI 

With the continuous fall in the NEPSE index, the RSI indicator has also declined with the same 

momentum from the neutral zone to oversold zone of 28.97 level on 5th March 2023. Both the NEPSE 

line chart and RSI indicator is moving in the same downward direction throughout the month and the 

rebound of the last two trading days of the review period has moved the RSI indicator up to 42.59 level 

looking the neutral zone once again. 

MACD  

The bearish sentiment as suggested by the MACD indicator of the previous month has continued in this 

month as well. Furthermore, in this month, both MACD line and Signal line crossed the level of zero 

and moved downward in the negative zone supporting the bearish sentiment in the market. On the other 

hand, the reduced gap between MACD line and Signal line which is shown by declining negative 

histogram indicates the possibility of the bounce back in the market if this momentum continues in the 

coming days. 
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MCL KNOWLEDGE CENTER 

Components of Quarterly Report: Base Rate, Interest Spread & Provisions related to 

statement of Distributable Profit 

Interest Spread Rate 

Net interest rate spread refers to the difference between the interest rate a financial institution 

receives from loans and the interest rate it pays to depositors. 

As per the Unified Directive 2079, the BFIs are required to calculate and publish the interest 

spread rate on their website on a monthly basis. Also, BFIs are required to include the interest 

spread rate while publishing their quarterly reports. Currently, for Class “A” banks, interest 

spread rate is 4.4% & 5% for “B” and “C” Class institutions. From Chaitra 2079, interest 

Spread Rate for “A” Class, “B” Class & “C” Class institutions cannot exceed 4.2% & 4.8% 

respectively. From Asadh 2080, spread rate should not exceed 4.0% for “A” class banks and 

4.6% for Class “B” &” C” institutions.  

Base Rate 

Base rate is the rate below which the BFIs do not lend. The base rate can be calculated as 

follows: 

Base Rate Percentage = Cost of Funds of BFIs+ Cost of Cash Reserve Ratio (CRR) +      

Statutory Liquidity Cost + Operating cost +Cost of Return on Assets 

As per the Unified Directives 2079, the BFIs are required to calculate the base rate monthly 

and report the same to the NRB within 7 days after the end of the month. Also, they must 

publish the monthly base rate in their websites. 

Net Profit and Distributable Profit 

Although the BFIs may earn net profit, not all of it is necessarily distributable to its 

shareholders. To calculate the actual distributable profit, the company must deduct any required 

reserves that must be maintained and make necessary adjustments when transferring funds to 

or from regulatory reserves which are briefly discussed below:  

 General Reserve:  

As per the Unified Directives 2079, 20% of the net profit of BFIs is required to be 

maintained as general reserve every year until it the fund amounts to the double of paid-

up capital, in the case of which 10% is to be kept as general reserve. 

 

 Capital Redemption Reserve:  

As of the Unified Directives 2079, the BFIs issuing debentures are required to 

compulsorily allocate a proportionate amount of annual net profit in the capital 

redemption reserves every year except for the year of issuance and the year of maturity 

of debenture. But, having met the capital adequacy requirement, if the BFIs issue bonus 

shares equal to the amount to be allocated to the capital redemption fund, it is not 

required to maintain capital redemption years. This is only applicable for the debenture 

whose maturity is more than 5 years and has already completed 5 years from its issued 

date. However, the BFIs are required to maintain the capital redemption reserves in a 
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proportionate way in the subsequent years. If the BFIs includes the issued debenture as 

the source of funds in its financial statements, then maintenance of the Capital 

Redemption fund is not required. 

 

 Exchange Fluctuation Fund:  

As per the BAFIA Act, 2073, BFIs are required to maintain 25% of the net profit 

obtained from the foreign currency transaction except Indian currency is to be 

maintained as exchange fluctuation fund every year. 

 

 Corporate Social Responsibility (CSR) Fund:  

BFIs are required to allocate 1% of the net profit to the CSR Fund. 

 

 Employees Training Fund:  

The fund allocated for the purpose of training the employees from the net profit is called 

the Employees Training Fund which is decided by the BFIs themselves. 

 

 Client protection Fund:  

The fund allocated to protect its clients who faced losses.  

 

 Transferred to/From regulatory reserve: 

Transferred to regulatory reserve includes interest receivables, short-term loan loss 

provisions that are deducted from net profit. Whereas, transferred from regulatory 

reserve includes the previous accrued interest receivable received and the loan loss 

provision recovered. After this adjustment, the amount available for the distribution is 

derived. 

 

Amended Unified Directives for Microfinance Institutions 2078 

Recently, NRB amended the Unified Directives for Microfinance Institution on 22nd February 

2023 that tightened the policy for distributing dividend and lending for the microfinance. The 

existing and amended provisions are shown in the table below: 

S.N. Existing Provision Amended Provision 

1. If the proposed dividend is more than 20%, 

50% of the dividend above 20% is to be 

allocated in the reserve fund. 

If the proposed dividend is more than 15 %, 

50% of the dividend above 15% is to be 

allocated in the reserve fund. 

2. For the proposed dividend more than 20%, 

25% of the dividend above 20%  is to be 

allocated in client protection fund, 

For the proposed dividend more than 15%, 35% 

of the dividend above 15% is to be allocated in 

the client protection fund.  
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3. The borrowers with good credit history who are 

regular in loan repayment for the past two years 

are eligible to get microfinance loans up to 15 

lakhs. 

Such limits on microfinance loans have been 

removed.  Thus the maximum limit of the loan 

would be Rs 7 lakh for both collaterals based 

and non-collateral-based loans. 

 

4. When providing micro-loans with or without 

collateral, the borrower who has / hasn't taken 

a loan from more than one micro-finance shall 

be provided the loan in such a way that the 

single customer limit as per the provision is not 

exceeded. For this purpose, if the borrower has 

made a self-declaration regarding taking/or not 

taking microfinance loans from other financial 

institutions, details shall be provided by the 

borrowers. 

 

In case, the loan is granted exceeding the single 

customer limit, the microfinance that provided 

such loans has to maintain a 100% loan loss  

provision on the loan amount that exceeds the 

limit. 

The borrowers can now take microfinance loans 

with or without collateral from a single 

microfinance only. If the borrowers have 

previously taken loans from Class “A”, “B” or 

“C” financial institutions then they are not 

eligible to borrow from any microfinance. 

Additionally, the borrowers have to self-declare 

and prove if they have/ haven’t taken any loans 

from other BFIs. 

 

However, in case of previously disbursed loans 

by Class “A”, “B” or “C”, this provision shall 

not hinder the repayment of loans as per the 

previous loan repayment schedule. In case, the 

loan is granted exceeding the single customer 

limit, the microfinance that provided such loans 

has to maintain a 100% loan loss provision on 

the loan amount that exceeds the limit. 

  

5. 1% of the annual profit is to be allocated in the 

Corporate Social Responsibility (CSR) fund.  

1% of the annual profit is to be allocated in the 

Corporate Social Responsibility (CSR) fund.  

Additionally, for the proposed dividend more 

than 15%, 10% of the dividend above 15% is to 

be allocated to Corporate Social Responsibility 

(CSR).  

6. No provisions related to interest rate of 

deposits/saving 

The minimum interest rate of deposits/savings 

should be set at least 50% of the maximum 

interest rate of loans provided by microfinance. 

7. Institutions must provide training related to 

banking from the assistant level to senior level 

employees. The new employees in the 

institution must also be provided training 

within 2 years.  

Institutions must provide their employees with 

training on microfinance transactions once 

every two years. The new employees also must 

be provided a compulsory training of 2 weeks. 

The institutions must publish their report 

including the trainer, date, employees on their 

website every six months.  
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Disclaimer: Machhapuchchhre Capital Limited (MCL) is an investment management service provider licensed 

by Securities Exchange Board of Nepal (SEBON). The aforementioned information is the outcome of the analysis 

on the current Nepal stock market and macroeconomic condition done by this company with the sole purpose of 

providing information to the investors and the customers of MCL. All the readers are advised to make investment 

decisions based on their own study and analysis 

 

(Remember us for quality and tailored customer service experience on portfolio management services, DP related 

services, underwriting, and corporate advisory related services We are always glad to cater to your needs.) 

-MCL 

 


