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In mid-May 2024, Nepal's macroeconomic situation was marked by moderating inflation and record-high foreign
exchange reserves. Moderation in Non-Food and Services category inflation aided the overall consumer price inflation,
benefitting consumers. Foreign exchange reserves continued to grow and reached a historical high, providing a buffer
against external risks. Nepal's balance of payments remained in surplus, along with high net transfers in the first ten
months of the fiscal year. Additionally, there was a month-on-month slowdown in exports and imports.

Inflation
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P Wholesale price inflation increased to 5.7%

(y-o-y) in mid-May from 4.9% a month ago. Moreover, the overall salary and wage rate index moderated to 5.2%
(y-o-y) from 5.3% last month. The salary index and wage rate index stood at 1.1% (y-0-y) and 6.5%, respectively.

External Sector

Nepal's foreign exchange reserves have been steadily increasing, hitting a record high of USD 14.53 billion in
mid-May, a 24% rise since mid-July. These reserves can cover 12.6 months of anticipated merchandise and services
imports. Additionally, remittance inflows have grown by 7% since mid-July, reaching Rs 116 billion in mid-May.

Nepal's merchandise exports contracted by 3% (y-o-y) to Rs 12.2 billion in mid-May. Sequentially, export growth
declined by 8%, extending the downward trend from the previous month. Merchandise imports increased by 2% (y-
0-y) to Rs 136 billion, reversing a contraction seen in the last 2 months. However, on a sequential basis, imports
contracted by 1%. The total trade deficit remained at Rs 124 billion in mid-May.
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Forex Reserves and Import Cover
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Source: Nepal Rastra Bank (*Import capacity includes cover for merchandise & services)

Trade Deficit
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Source: Nepal Rastra Bank

In the first ten months of the fiscal year, Nepal’s current account registered a surplus of Rs 193.3 billion, a significant
turnaround from the Rs 63.7 billion deficit during the same period last year. This improvement was driven by high net

transfers, supported by strong remittance inflows. Foreign direct investment (FDI) also saw an increase, reaching Rs
7 billion compared to Rs 6.2 billion in the corresponding period last year.

The balance of payments (BoP) showed a surplus of Rs 392.6 billion during the first ten months, rising from the Rs
209.5 billion surplus recorded in the same period of the previous year.
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Tourism

Nepal's tourism sector saw a moderation in mid-May, with year-on-year growth in tourist arrivals at 16%, up from
13% in the previous month. However, tourist arrivals contracted by 19% sequentially. Additionally, in the first five
months of 2024, Nepal welcomed 5.1 lakh tourists, compared to 4 lakh tourists in the same period last year.

Tourist Arrivals
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Monthly Data of Key Economic Variables

BETIE] Februa
Indicators (Mid-Month) ry ry | Tarch Al

2024 | 2024 |
Consumer price inflation (y-0-y%) 5.3 5.0 4.8 4.6 4.4
Wholesale price inflation (y-0-y%) 3.4 2.8 3.7 4.9 5.7
Export growth (y-0-y%) -12.9 -6.0 21.3 -1.2 -3.1
Import growth (y-0-y%) -1.5 2.6 -5.0 -4.2 1.6
Trade deficit (Rs billion) 114.2 117.9 118.5 123.8 123.8
Worker’s remittances (Rs billion) 120.0 105.8 122.2 121.4 116.0
Foreign exchange reserves ($ billion) 13.7 13.9 14.1 14.4 14.5
Domestic credit (y-0-y%) 8.6 8.0 8.4 5.5 5.9
Deposits (y-0-y%) 14.9 14.4 14.6 12.5 12.8
Repo rate (%) 5.5 5.5 5.5 5.5 5.5
Bank rate (%) 7.0 7.0 7.0 7.0 7.0
Weighted average deposit rate (%) 7.3 7.0 6.7 6.5 6.4
Weighted average lending rates (%) 11.4 11.1 10.8 10.6 10.3
Source: Nepal Rastra Bank




Contact

Sarbartho Mukherjee Senior Economist sarbartho.mukherjee@careedge.in +91 - 22 - 6754 3493
Khushi Jindal Associate Economist khushi.jindal@careedge.in +91 - 22 - 6754 3568
Mradul Mishra Media Relations mradul.mishra@careedge.in +91 - 22 - 6754 3596

CARE Ratings Limited
Corporate Office: 4th Floor, Godrej Coliseum, Somaiya Hospital Road, Off Eastern Express Highway, Sion (East), Mumbai - 400 022
Phone : +91 - 22 - 6754 3456 CIN: L67190MH1993PLC071691

et D DO OO

Locations: Ahmedabad | Andheri-Mumbai | Bengaluru | Chennai | Coimbatore | Hyderabad | Kolkata | Noida | Pune

About:

CareEdge is a knowledge-based analytical group offering services in Credit Ratings, Analytics, Consulting and Sustainability. Established in
1993, the parent company CARE Ratings Ltd (CareEdge Ratings) is India’s second-largest rating agency, with a credible track record of rating
companies across diverse sectors and holding leadership positions in high-growth sectors such as BFSI and Infra. The wholly-owned
subsidiaries of CareEdge Ratings are (I) CARE Analytics & Advisory Private Ltd previously known as CARE Risk Solutions Pvt Ltd, (II) CARE
ESG Ratings Ltd, previously known as CARE Advisory Research and Training Ltd and (III) CareEdge Global IFSC Ltd. CareEdge Ratings’ other
international subsidiary entities include CARE Ratings (Africa) Private Ltd in Mauritius, CARE Ratings South Africa (Pty) Ltd, and CARE Ratings
Nepal Ltd.

Disclaimer:

This report is prepared by CARE Ratings Limited (CareEdge Ratings). CareEdge Ratings has taken utmost care to ensure accuracy and objectivity while developing this report
based on information available in public domain. However, neither the accuracy nor completeness of information contained in this report is guaranteed. CareEdge Ratings is
not responsible for any errors or omissions in analysis / inferences / views or for results obtained from the use of information contained in this report and especially states
that CareEdge Ratings has no financial liability whatsoever to the user of this report.


mailto:mradul.mishra@careedge.in
https://www.linkedin.com/company/care-edge-group
https://twitter.com/CareEdge_Group
https://www.youtube.com/channel/UCR8E1X7nZajLjDoUK6ZtZuA
https://www.instagram.com/careedge_group/
https://www.careedge.in/

