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FHG GeTedeh T STET T &1 9 ek Tk aehr
ge HieamT 7% 3 e | Ta T avenr Hifgs Hifaar
o T foxfia HEATATS AU CRR 3% 1 STa€T U
TLATERT STEETHT < T U SATavehar R | stcaferss
TUCTATSRT ShIUT SR SR GT HwaT Ui HEHT il T
T ST UERT T | 9Tl T Sehel YHhSITHThA & GTHT
giaem Y TiEeheh! 1AL JHATE dhe® eTahleiiT
AIqeTs i TefehleiT HidehT &7 shell JaTe T el
TAQTHT =19 T TTUshT & |

TR ITHTFSTE ISRRT & | HTepfaeh Arqareer it
T g JHehT ITANT T IcdqteT USHTHY fasiamr 8, et
TET 9T GdeTs faeT TSI fashme 75 shotdT THIReT
B | STrEHT TeymT 3 Ui 31aer fastr o afde,
UTehfeh BIqETEeRT ST T TsehT Aifdes 3|/ g,
TET ST gyfgent TR TR 6 Hird T |

ITAUCEY FAAIIHRT FE T B | e EUT ST
T 8 W HEITT GIEET 3t wH © | TRl amier
Farft Fearies T % qur fada &Eewr aHikdes
B | IR TS SATSETgeh SFere WUehT Fith, T8
TS SRHTGE TSR el IieETes 1% ST
ST afre TiEgeRT Fumdars afeam T geansT T
R T a9 S | TevsTe aeanied steqahrel diderTs
efenTel hell HaTeHT SUANT §aT JTeqaT o qietarT 91
AT YT T | AT-AT ATSHTIR ST STk ferehor
g Yo wotien! ITART TR ekl EUHT SRSIHET
THTHT TR & | T8 T FRre g7 STawe & | g
siferg JuTTefHT STeushTefiT il STHIT et dreh! saTsT fadt
Trarfa Feftertor T SeETer Shelt @éf e SHT T @t
STCURTATT YThHT §F T Taar Temefar & | aeef e
T fremee g 3 e T SEer serevas
qgHbh T | JGRT AT Ga AT Goit Fefienl fageror
T T SFERiieh! STaHTIeh! HTvIshdTeRT STTERHT HI =T
GSIr el yaTg T aedT T SEvIs § | TG 8
SITHRIHT YATE WUhT Fell 3T QT ST HUhT &,
TTITHeRAT TG ST ST T THHT Tfeh HISTET g7 =1
sl TETE WEeh! 01 & foh ¢ 2T T 9T hRvTeTe sTeamifesh
AT Hefiehl TaEdR §F T AT T ekl FTeldrers
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T T AURIAN T SehTelld FIHT TEqT THEEEE
FHE IR I3 T~ FATAHT STHIT STeThTe |, HEdehTe i T
el Rl T § |

o qur foxfior HeTeE & FWil yaTR T ae feurfar
T | T dhht CD AT R0% BWREIHT a1 9T ol
T JeRT & | G TS T 0% =T dal el STTEIT
B | qOd AU T Sohet fauahr Afushay EHmemy 918+
AT &l heit yaTg T farT agehetent fafaa srfur
AT BRI B, o Tal Tu ST 376 el |
qael JuTeT T Sehel el TEG qUT AT SR o hg
200% I TG WITSH Tegu HAIHaHd STRT TTEeheh!
B | IEAEH, HH SAAHRA], TRt g STRTTHT
TeroT T e @ | STCUHTTHT dlerdT ST T UTeT
T ool YTohoIT SUCTSY TRISH ST TNeh & 9 STehiash
TS WEeTs WIS T Toaehme Hermehl faders s
erqc"lbll:{»"l YqE] Tl'-'—fd-ﬂol‘\??.{ch 3 | \YIHGHG.G\HJE'RQ'I%I
AT ST fad 9eeh & | W fide a9 a1 e
TR S Rl | fasTETe U g TR EreTieea SafheRT
QramT 3 Ak faaslt gEmr e g SFeeT T ek fageft
garh! Efsuta agy W ny ks ST R T
T G | ST FEgHT HUhT He SurHT g e
T T TEgeRT T Yoo UTS T Aok | T faren
VST HIHTEATS FH 1T Heb gTet ARG Sreaey yfaeqeienr
JTILATATS T T Hichs | Tehafer aretent sreaeer ufaedert
HEATTA frarushdien! famqmT ¥ Jyueht sfews |

ST, JATURERT & HT ST SE=T & T dar o
TG TEHTA T SEehTed I Tiqvhet U T Tieh | THHT
AT Il TR fewenl fifq T Juter T Aehet fauan
TrdeHemitem Sei & o faumaw 3@ ® | SEo Tal
ek IhguT AT ANTEE MehT & | T, Hivw StEar &t
T ATHIhT Tiqthet 3T U T+ H1ehUshl & | HiTTSaHT

e STEY : w9 S aTftiRieaa e

HRUETE T & Afduanl & v By &t nfq fofd & |
TEAT AFATS YATE T FOTHT T UG 7 deishref
FOUS T §€ SRT T U SToqahlei &rsehl dEahle
IUINT STSTEehT 0T Y STEAATS T 83 Tlehess | TeehT
TIRT BT HSTeoh! Sohehl &HATHT Jhg T Fhgeen! A T
I FTHATATS 3T¥h TMTEehT E9HT TS Fe13g STawh
T | FEETe eHamT Afgig ardr v yfaeret gt o
T | g Ak amers &t uigeoeff, demget, aeTs,
forfier U= T ITRT FHATRICEAT TR &1 9 HRISHEATS
Digitization T ST & | FITHEHT THIHT U Sehgeet I
AT a7 YEH T Tob, T Hehl ¥ SRR AT 10T
T Digitization &I | STeiel FT Sfafesh THamT FTafed
FREAR TS FiAT T T QAT TSR] AHEATEEDT
ETelhTeA 1 e T Hfehw | FHRITRIT HRITRT (unique
identification number) S W HRER T T T
STETIH T | I T FGERT T Sohtfererenl Hioh Gear
TR feRTIehT GUNaTeh SHdTehT Gae ehtuT THues |
FieeT e T, hieel AT Afae =g A g
el TTicaeRT @Yk g | frashdteRr frarenT Eaor
U et gt Sk qu faxiier Heeme®hr T & | TS
S W T STHSHATHT R Th o &1 | T8 ITTTETe
A= Yt 0T 57 | It GSfiehr afEerter & U= 3came
FERT T USIHY FasiT wée | e woshl |8t T agfaq
ITTRT ATHT Hifges ifaamdhd JuTet T Shet HH TS |
qeef Hifgeh fifaer ferushr demreta cees afaa T i,
AT, TR, Foft T ATk ek TIqe®ehl SUFNT T+ T ST
= ATIeUE e SRS § | TG T ATAeRdATs
TIQIMT 3 ITG T FTATeRoT fasir T STTave giaem
AT ITTATS Tagude | w@y 7 et o areqanT 7 afed
Ysfent fmior g T T et s ST g7 917 |
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[ELCREH

FA UM TTSAR THAAERT AT FHIC  HTEITIT
SN G5 | SHAAEATIRT HeT e HT=IaT T fegTaesas
UIENE EUHT TN M T GEEEAT  THTETRRT
AT T T Afhes | @€ Uised! GHIET SATaHTos
FTATTET Shauen! Tfasfiedarers STaeTIshi SR
T QT EUHT USAST THIRURT HRUT HEITEE FHEATHT
U TeTeRT Ui 3 | uTeTeh! SR arsehT T 2 &
I Teh STSTCHT {HT JTATIR0T T THAITHT e HEATeT TR
HHAAT BTEeT TR shars v HiquT demeset sfee
T AT SRS Aoesh! O 1150 | dfehe e
TRt TRl STy T fae frrEET gsere
g1 3o URERIAEHT FEH g1 HaH™ & | Th T
U I qT TR JTaeTeh! 9TeT M Sodred g4
FAERIT TTeshTiaTieemT fo frear g ? a1
s T facier g afv fafv=T T <=9 g A9 €
3T FIER U GHAT & THE Ues O faw e
Ufaar sfaws | Furerr fafw=T g T s fadi deores
HSATATHT e AEw | YSTITd SATETRET THUshT arfiehiursT
FHIRUT T HEAThT JTHT AT HEATEE T Aged Ty
Y FTEATIHIT HITA EET Tolel Sfa=s | cangs
afe ferefer TEemaT HEeTTeh T hdTeeeh! & e T TTeshT
ST G T UTH SHAEATITHT FeTef ETHT U THehT T15-5 |
HEATTA YRITEhT HTTETHEEeT 1T EUHT Jeheh! ST
ST Tl IAT AR T FIGheEHThd SATaHTIe T T
wrHifaen ToiamT o yumeaer faxier deumeeaTs ushsTehienT
TR T THehT NG5 | AUTeTeh! ST &=t i Jer
TR TTHIhT Sohee FhaTfiet Taeht T faesehT Hodteish
ARt T, W@ HrlHIRT i T e fofaeear
TUHRHT TeeT Rt T ITE o Tae | Taeeft emiasa
T T AT T & TR U | fferee 31 ger
St gwareR foxdier deumeer af ifama aerhe
T qOT UEH 3T I T @ ggee Sged qon
FATATIHIT &Teh! fashrer T4 Ifaret o o1k &
e |

T EGWHT Sk quT faeier SemeRl dhetdr T faraeRT

* fodfere, AuTeT UE A

DK

Tt ST ffad wumT fasmr €2 Tuskr AT fashreen
I T, T SaeIheEale ard §8 &I (o
%l?jﬁ ( Fiancial Leadrship) T 3TThieHeh gftEd Ta
T GrEEHd STk §9 ¢ W favamT el g
SATRETEd Tavel™oT T UATE T8 ST TR |

AT AT AR ALLTIOT

et a1 AT A Tt Tsifesh ST S T sufhers
TeT T TG Wl B | Teltdeh & w1y 778 Tty seer
TTCTeRT ATRT GetehT &L TehThT TSTHT qcashl Hewd
T U9E W §O | AW &HdT, SRR, TUT, TR
affeshl HTeANSTE ST UE AT STgART ARy un
o ATAATs Aqcashl &1 fea @i | 31a: Aqeaet
37 TGSTHT IUSTeY SIHSTThelTs UfETet T TeTarehit
THTEE AT HHEE T TSTHT TIi2d § |
TGS YA FHARIATS hTHehT [STHHERT &M T, I
T JAATTIER I TRl G aT & ST T, e fa,
uieoT 7, AT 7, ST[ETE 7T ATREIdehT HRIEE T
qEATE TR FRIEE G | qcashl Ta-oaT SaeTafag
T Theh(aehT W= - Aqed ST TFareel &, e ufeh
(D) A AT HhATE ITONEH ASISAHR] AT JTieat
AR Tghwd T THIA TS |1 cd FThAT ST THTRRT
g dfd ¥ 9 AERY a1 ATdedsl FHORITEHT
AGTSTh! AL UTHT ANTEH Tl TGH T+ T TITEHAT
&9 | Iqcacl TSR Ted ifedert AT farwy foread
feruent T | TEeRT AT TSR Ik FHRIGTITGRT
TSRO ST forear uf | araThstes, stifefens, Tretifaes qem
Tfarfereh ATATERUTHT g TiEd-el TR ey, gor-T auT
FgheehT STUET T, I H TaRie T FHAEH Agcadre
HT BT &7 996 |
T g favereaTdt EwmT St SmaaTiae HEET ST
Te ST faxfer oTerer faat siveRer o1 e gareT
SEq el favaaHrrar sfrgfgsr arar gEeg s
acrent & 9T HY favassrar 3 freh afea wer fw |
Conviction : 3THT dI= T Wﬂﬁf‘{ﬁ GUENIGKII
T yfqergar vay favame AqeamT gI9es | a1 3TEh!
TaemeRT 9f et T "o g STavaeh B |

Care : TSTHT 3o ool SATHTT JAT YETT

1  Leadership is the relationship in which one person (the leader) influences others to work together willingly on related tasks to

attain organizational goals. Terry and Franklin (2005)
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TATSHT AT AT T ATHT U AETTH § | I
TeRT o TEATS SATHT AT T FATeE ToTferd T
FAT USRS T O faes fesnfaest, qwerar
AN T AT, GoHTcHE: TIETE et
fawRreE  STgRfieEaHden TH-aaHT HRIT=EH T
IR G5 |

. Character : qﬁ qfq HE"IBTFI?[ g ar eI
SHTETIAT, STTCHEFT T Hoieh! favare fefet Teguas |
T T YR M 0TS Uidesar Tues | SURT
STTETEHT T 7T aTflet STaEt fargamer T aguraers
FO ST ASTS | @ Aqed T FaCATIsheeal
I T TRANEEaTs H T T&d 318 WM T
el

. Courage : W@ﬁﬁﬁaﬁwﬁaﬁ Wﬂﬁﬂff
favamaers aiell goarsd |, Tied FHHASIRIATS
TR T SHEEITI T e T 3T FaeNeeas
uf g |re aiEd T g ot tfafe fa
goTcHeh HIEAT T%d 95 Juniefaars FoM da

ATed qcauT §F STavh 59 |

«  Composure : SEGH HiaT T Hiaeher qicferfamr
i ST T HeRTETg ShIGAT T Ha SiaTehl ToT
HTETTIF & |

. Competence : qrgEme giafda wifafaes T
U EETas [EET Afais AMEE SHaeRars
SATCHET 7T &7 |

gl qHe Aqcaarare e fohfawenT sTaamves faenfaa

TS 3TN §a ST 3f@s | e dTeT T J80T

T D2 A 1Y, TUTERT STERAT AT AT Trait Theory,

SIIERET STIRAT AqcadT T+ Behavioral Theory,

"IN U AEwEekdl JaT a1 @@ Contingency

Theory HWAHT STU faerd T TTHTS 4 ARG

Jqcd Charismatic Leadership sf@ uftedasit Fgea

Transformational Leadership TTHeT STTERUT FIRTHT

TH e | TS TRTHT Tged T a9 g o

YR Jqcavicicl M TS I Hithad | HGISTHI

e STEY : w9 S aTftiRieaa e

AT bl G 9 Idcdel HMHAT o T ar
giafdd @R arET ™ 9T 8T 99 | diieshmT
UGG TRUHT el STETEREhT STEAT JdT T e TqehehT
ferrent f=Tar g5 |fehs | afgdlt AaT a7 g ST
fer a1 wdgasr FUEE a1 oigERiEE IAf@ T
TS | T IR FHATS RS T 8 (S |
el rferamy af ST s eTTe fore @eht T 3=
BT FUATEEATS IO T4 & 9~ Jr= el 9ueht
FHIUT IS STTBATS IS TRT AL T 7T
YT URET T Hohen! g | ShaT Hifge deaeg At
IATThRT FIdehT EIHT Hewd fagd MehT T HH=RIeh Afds
STTEROT, &THdT, SATHTd glea T ATCHHFHHATS SaredT
TR TUERT ST SehehT T THTIRTIATHT TohRIcH 3TET
9 T S | @ TR @R e TeHifaes
I Aqed qedT Jhats foemm aueneft qe feer aftsdr
BTG TREhT HHARIGEATS TTHA TohRIcHe FI8R T FHalE
Ieq1 aRfeerfaerts et 3eTetutent &uaT fa afshs | JEt
et T U FHURT fahe T G T U SRR
U HUATE &R T fThg Tl Wl 6w |
ofifeeh qaTeRe! gUaATSE SR SIaeTu=HT Shauet
AATTAGTEFHHT ST IaTe0Te® == g 3 Tehehl & |
qG, “Icael AT T T T THehT AThT Scated T ek
TS | HITETHT {&hT FHATIGEhRT IMich < ST ITh &
T SRRl G | ST ST T STITEE®eh! T
forerTamT EEeT YEH T TS at SFeTIgEE faRmT
FH TS T HUAATS ITATHRATHT TI | AU T
SReRT TEHHT foRait 3TEAaM, TTH-I T SAfthed fashTeenT
TEUHEEATs (A=I0T T4 HEhR fasfad §8 TRl & |
fopfar T T SATERUTERT EaT few Yoy FRarE feas
UTTUShT & ¥ i T STTHHHICHS HIIATS TH Frecied
Jiieeay

Leaders Behavior

Managers Behavior

Motivating Administrating
Develop Maintain

Inspire Control

Long term View Short term View
Ask What and Why Ask How and When

3T, Yo T HATTTIRATSIIHN TSR TSTTaTI-=eh, T~
qcaRicit SIS TS |

Aqea o e ?

FHITUT STTCATHT STEATIS T dTeT T HIITS I EIHT
gf Tt et U | Aq aiETe T ae TTishl qefere
&t AT T eIkl T & 3% shaw qafT e
are, TR T afet T agiTe T THe aiEdd T
STTEIYIRATSRT SATETAT At geferer feh fawrar wahl sfews |
STTHET TATSHT - SHAEATTRA FHTH THRAT TS AT AT av
AqeaN THT F TG | IRl aread Eftfird e sty
Trafrg wRF graeET 3cpe aio gTee T faerear

Leaders Originate

Managers Imitate

Challenges status Quo

Accept status Quo

T | g AfeFen ARAATRT RETS [T TRTEH & |
STafeh T IR AT Wfaereh! 3ifehe T4 3=
Tererent ATt IAT AT WeRT SfhEE 3 SAfeet AdcaHT
wH IfEms | A, Igcael IdH GRS JETE
™ ShEET wiasmT @R IEdT YhReRT WS QRN
qiedh el =T T I THTHRT IUTT STaeta
A T FAATATIH dcohlci i THEITHT UHATH T T
NITERT STEETERT STTLRHT TS U - THTEHT TeeT
A | SHAT JHhT IR ST SFSEATITHT SRaTeht

2. Managers do the right thing but leaders do the thing right - Bennies, 1989
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FAAATS T Hieh=s | Ahohl TGS TTEHTATS Ts2TehT
STEARIFHATIIAR. TS T 3UGh LT T Tl
qTer €t T[e a7 TS 2T AtEd W STeTsRie T Jn
yered T ufurel faekfad wushr e | i, S &
T TR ? 9T U9eRT AUTERT TRT STOHT SIS hfegd
TED | AT FHUEEAS TIE T T T HEERE & FHEdl
g 3TdET TRUERT & W HUeTs drerfiehdT fag | @@
FEARIT Fiel it miwsent fawees = T
FE T Figel 7 A= FURT STATHRT AT ATHT TG
i T4 | Sehehl TeeuuT Ui sBiquar Hifa, fram, wear
T T T qifefaar geara = T AT TR T sTawae
T v fawneaT @t W feel T et g W fawemT
ST i T TRl IS0 | B, Jqeael Fagadd T TaH
oI SiTE famg | o af THETeTs T3 SgEre quTd
TRT ATHT YT T4 R SATETIehel et e v=me
& Toeawar fe, fifa, gepar aarder &dt ™, shifew fa=
TEAR TSR] | SO HFSAATS TAfieT SIS e |
AT, Aqcael FeTiedfdare Status Quo TS AT RT EUHT
e T aftad-erT @it SR g7 UG §78 0 STaweTIsheT
T WETeeh! STTEITHT TNEAT IT3aT I e T
gftadehr ufarer gerveaT JaeTs Sier MY oAt S
HUATS TTATehar T | SehlT coedn ST IaTetor
T TTAd Hepides wfad &, 7 HUTs Jiaieshl et
TR ST A T Ha |

sfrg gm ferm A T

fectfad govfmT JaTerRr Sfee & HET e
FTEATIRIT ST T, Aeasiell SRR & T W=
Tt Test &7t 3T fa afer stawer 3fEe | JuTershr
St &= e Tuy facfr gurelT ok et fafa
T TagT=eh! TN g4 fawT Uit &9 T SATaRiie: E9HT
qrg qiT 3fEe | A sTiaerieT 3T gSivTa eparert faxfir
HETEEHT 98T Y@ fawereht futafusr sriert semT
T HeElopd T T ST Wl S | SgTidsh ST
sterept yg@ ffara fuiaes deamers afafaer T fafoa
oA AR e FRERT AR AqeT
! SHAEATI FHEHThT TS STMUHT & | Aok arT fofrr
TR HRENRT 3R T iifass  Sufeufaamassr
e fafv=t fovmiir HEmTes T T TEEs vt
T ST ATagaHT fafi= qeeT FHarIeE TRE &l 31
T3 TS | JTT W &l Jedq: Fodde diniaare
uifa fafw=r fifq T yepameETRa & W T e | uEer
ATl TEfaeTgaR HHGRATE TR gar deermhT |y
FHEHIEETS STTEW W gIehT AT 1 el SUHT FF=~
g7 999 | 31 o qer faxir e ERiEd ygeshy
faw 7 dectiaeam uf fafed sxdreseTs e 7T
FI I &, STETS QORI SAeeTIshiT et a1 &
I TFF~T T Teh 7T 3w fafr at fashed g8 a1 et
AT TEITIAATS TSI 1T FIUT HIAT Ak |

at nfasfier T aftafdd arararomT areemey Hifer afedT
T 9T TR STTLATHT qord HUT T JeiTcHeh SUHT
i & TS T AT g Fa Tl A ieEeTs
=ITeRLoT T T fatae® ST 5T e |
TeTehT Sfehe ST faRImT a7 STRATT S9HT q87 STETIS
T Aqca Taehe T WTfedl R | e ST
a7 frdrmT fafaa wmeETdr See uSfa et W
sfar | anh ufecdl THIEHT B U HEATEhT o qedT THT
I T GTHAT TaehTe TehT SAaETIh JahT FHANIEE 3T
HEATRT g T U7 GPaeIehl STTHY0T Q@I qEEH T+ vgia
TeHT SN | STHHT HRUT FHARIGEAT HEATRT herdT,
Ie9 Tt U EefenTet SATedearsi=aT Ui ST sfehTra
AT T &7 AT g Hiad Wl aTEs |
TRl Sfehe ST af THeETYe gitEd-eTs urerfheRdr
ezt TSRS TSIASTIHR ST i Feele T
wafa el sfawe | srfrehiaT faeier HeemeRT eherdTent BT
T HEATeT Tk EUHT UG T+ JATHT T HTdheTehl alalls
T TR TS5 | HEITeRT AT TR RT @ SHIeeh! JaTaie
I FRIEEITETRT JeT SN ¥ §eTel 3TSH T TSRS
fergT TehT UTE | AT VTG T SHTcHe Ta, e &
foremeTs @l aewd fa yerer feb 9 e | HeermRr
HifeTehaTdeh =T TUhRATTEEh! HTHIGETH! &l
vafa Agcael fedmaer o SRRl fawr g meRr
B | AERTAT T, TRl ST, sHHareEeh! STUET,
ERIEEIR I CAN | E T | A G S C S BRI
HEAHT TET Aqcaehl Tashre g STaeeld & | difq
el THEeh! THTEHT FHORIGERT T, SgaT T ueeTaT
rﬁ QW i EHATATT quThS{‘\Ohl HEATR! HidGdl T
I ToehTaeRT TrTETT Tk RIS faws | it
Sfeatfaa SgTi-den TR {HEHTRT STIRAT G0 TR
FHeATSaT ST T T T e a3 |
* WA TWE : HUTCTRl SThE &Feh! Wqed qeT
freRTeHT HTATI TTHIhAl U HETehT Fegohaedhl
TS Wl SME-S | FHeRT THT T T g9 3THEE
g 9T dU SR g fedmeel Hems T
HoaTeTshe®eh! TTe fifara e 7T &Y 3UTh
TS | STl TR STHTHTT SEqardel SeemT
A ST qcaeh! e g7 daa | JaTereh! Sfhg
YT TSR ST farfie GeuTe (eh T ot
HEATeRT SFEITI AT Aqcdl TeHT T T+ HHARIGER
=g gshar T iart Sehieada SeTe T aresft
T qTS | STHERT VT Tedehl Ggeh! ATATaRUT ST
S HEATEATS STehTetl SIHT TohRIcHe ST T 86 |
TR FTIRT Shg&HT ai afeedt! a0 I9mTd T 3a
feheh! Tt TR T TR STET T ageenT TTT
HodTetsh HiHTqeRT TaTehil TTEd FIERRT T
frgfrr T St ensy o Re | T g
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FAHAT THTHT FHTHRTETEIRT STEX b ey &
qUHTA FHF U AAT AT TJUEITHT G T STTeAT
U TR TS |

3¢ ATHTTaEHT FHT : HEAT T JodST HEAThT
e T ATHAT g8 SATHIavaTE g JTEvE B | A
uTeeRT Sfehe &R UITTS hetldal HbardThl ST
TRt TeT T STAherar o & Ui geeAT T SHETeRT 3y
I TEATS YA Toe Toohl a1 | afseatl IaTe
ERSTTIhT HoIHT fRIaEeht ShR0T il STgeiHT SfaTeh
HICITEEHAT Sehehl Icael TReh! FFaTeM, Hemhere
T ®qUT AT g4 TURT AqcaeRl AT Brer
HURIRT AT T g Aqcael GeTers id fa sfs
& | HEATRT ATATERVT Heeptd T farTd Tepht S1eheuTa
TR WU FERRT THEEE e HH THIAAT o
TISTATHT faguiehT gRTwIe® Ui a9 &t Wiews |
THTET T AT qE &THAT : qcdel HEATehT ST
arfexr Jf@uept AT, STAT oTfeets Hewa fag
ST G5 | T ETTHIHehT STCITATS FTHTT ST
T&T UTeTeh! STohe &sTHT THTETeTs STRITERT EOT o
T ThEFH T THTEThT THTE TwaT Ui Tfarer m
vafd aeaEr 3 | ITEeHT T IR g T 3Tohel
3T ShlieT THT TRAT AT T Jeie ST ST aod
Taerfaa g Tehar! afEa |

A fTEERE AW Aol 89 TR
IEATIHRATIIAR TR yaefq 1 S1raverss §9 | @
HATerehTeT forciier SeTeRT HoslTereh T SHEEE ST 78
T uideTeTs STeilfshesh AR SUhRaTaTeeiad galiae
g T foremm yeelt ™ oo g | e
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FROT HEIFTA Aqcaehl TR faeme g7 dhehl
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o yfafira A : ufseclr quEET goAT T wlatteRr w
SyARTaT fadiar deTeE dhd g STaw fded |
GEATehT HoeTeteh GiHia qe SRl FqEars wifafus
TeRT T T TEE, WO W O a1 A
st fnft wguet o= aremes SfaT e
B |
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oo e fexfter e o, g, i, dsmerTedeT fasiy
TUTTeAlaTE 3 To TEIT g | ST STaemT dgTids
qUHT SYH FAIHR T HEATATS Tl TodTelT
™ ggesq | @ niasfer T afafda arqaremr geemmr
I T &loh TULITATS TUTe T Afeded STETS ar
FaeaetaT awhel SIS 9 GHATEH Aqcdehl STEwIhdaT
TS | Ak &t gaAT % Ug 9T dgTs Adcd A
a7 9 R A9 (Corporate Leadership) T
STIRMEATS e greifierar fagd TRET TIg=s | 31a: F
ufr forflr &Rl A qcaehT ATHT TodTersh AfafdenT
TETTsRRY, SR TgE qT T Jqeessh! el
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& | SHTHEhTSIT FTEATIRIT I GLERMT Aqeaehl
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afehgeate uft SETERUT Ff qFa TR TFE I
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@ | TEIRT ARG WITHT YRUshT IR T AT SHTSET THeR
INTHT STEFET A Y TS FetenT sTeTar afa w75 Ik
gafer g TRt Tor |

Robe Ffdew ¢ A TEATSH gl TeTemmT 1T
afTushT fenufetiet Tt &rfa e af 22 ST oTgd WT W
Tt =T ST WU | R AT FeT fedeh e HeTiuwn
oy | ufgeatr 200 adHT T UfelmT T 390 SHTER!
T UhT TGHH § | TEATHE FIHT AT garaid &H
T amf dfgeat gua feamemr f63 #9 g8 M Ro—30
Y 3fer f53 YUY U=TS FIAT g URTSHT FUTROT HThT
TITTHTAT R4 U2k SAIET TRehT HTGg STRTET HTHIT STater
STqaTdTHT SaTuaT o |

AT ITEE Tseh! THICA TTeat™T hear ©, 032
(Rowe AT W) AT Fred! feradt faerie s eiefirem
TET (T EhT Ueh BRI TaT) HT ST STl hile wo
SHTeRT S AT 9 &iE 200 ST SUT WU | 3 JIeiel
23.] WIETE &wdTen! FerTerT Stefaed 78 R SEr o=
“3o HITETE &FdTen! quier TaWTE STefaed TeT 3eaied
giq = | &d W W FeT Uaeht Ud, ¢ M S
FE T THIHT FHRE ¥4o HIS FahT &fd bl T
TTicashr oy |

TEY 068 T HIST 20 T (I R, R0%%) HT G
AT ST AT T afelier 2w s ST I fergent amdr R
goi o afelrmT W | ARt SeTe YiuT SRHThT TsTmieh!
w .. veaT St T TR WueRr TR | T| v
TRk FehTdeRT STTTeleh T arwTisren aafdent feemer m wfaw
g TS |

ICIMOD 3! U HfqagaTar JuTersht diF Fdt Jomefr
Fi 3,5% Tendie® (ST PIFTET 2wor T YRAeRT
T ¥4 Terdies STeeh! SeTe JuTafal 3) & | e,

* fydere AT g d

V%
fewyare <om*

DK

TUEEHT T HUTAT AFGTHT %o TT TiEHYH TerdTeTes & |
T TR fedtelt ST 3 <k feddTee® & B |
3.4, 2ju0 MG TEH % JT feudrere® faehle YUt
T T R0 T T ATEE [aEhie G T oo SHTGwT
T & | e R0 T T TSI et faehIe g AR
TITehT VT doedl qSrT &rsHT T4 JTehT STATaRT S-ehT
o | audt Stfuss ant wE A TS, e, e T,
Temdt T fendTeres fawhie T Soary Tiad-ers ged
T AU 3 |

EECIRIECRT

AT THIhRT ST Jeefiehl aT &Rl SeargenT
ST SATUehT aREd Stetary afterd & | ey m fert
STATeIehT TeT (T 2R o af@) afa geafient arashamT yushr
ek JRGATS STAaTg T HIFUEhT & | HIh T Tgeeh
UNFCCC, 233 & STeaTyg IREdalts et qieamiee meht

& - "Climate change means a change of climate which
is attributed directly or indirectly to human activity that
alters the composition of the global atmosphere and which
is in addition to natural climate variability observed over
comparable time periods."

A AEAH FILOT & & T FAL 0 ?

el ATAVSTHT ©¢ Widwd ATgered, ¢ Wfawr
TSI T Skl ¢ UiawTa AT, FTeTSIZEES, A8eH
sarse, taom, e esgrem, fefeem ofieer =i T
TR ST TR 5O | TGN HIEH, HIETSISITRE,
e, TScHeTETEe, TESITARN  FIEH,  TRUIIhTeH,
FFATIARTSE, ATEEISH ZISARTES TS B &13e g wives |
I =ifgeT dect aTAvEHETE YU ATIeTs JeaHT 3T
fom aT I AT eTam gHee ekt geefienT qTashueTs o
Ta | AT 1 GeafuT Sfiaehl SiiaTatTent ATRT ST & |
o =T ITIHUS TRl RIETHI TEHT (Tedieh! Taesi@ 2u
af@ wo ffl) eTfrm Wt g | AT fFaTRa Sed
- 3130 Aear, fefamed g7oF (Bifdet) STetdaT Scdfea g
FIITSEAREE (STEaTs FHeRd = viiwg) =i
T d8 AT §T TS AGHUSHSTE USTET §F AT ATIeATs
R TETET qUHT AT TG A | Herea®q TYgEehT
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T STSHTRT g9 T W AT95RH S ST+ | faeeh HTsiTeh]
i T =f| w8 SO SIS dEHT seThed]
& ATTHHATS Fohl Teas T YealiuT =T sHTetess | i
TR3H ©ITY ook AT 9&1 WUAT Jediehl qushy 3Th
TSI | /3 I sAThe el e T WU STEd
sirenfirer it eifr geefiaT wEeEsTEEEe e fufuu

e TRl o &Ter A w oy fufawm g @ | AsieReEeT
AT PSS (Co, AT FEHT ATTHA 2 afg
w feift afcaeaamr gig g7 g9es | 8 gedfier arashy
T T T T SAar] UREd=enl T 9 e e
T3 NG IcESAT heldl U TTTmT STET 337 g8
WU & |

Sy afeadmeraret afE aEsnEn

STHTERTERT AeehTei i TLUfd SHTeS ZhIel & 00 HT ARBIT fhal fetueht T 2T Teufael UgWT J80T TMufs @ 032
HT Y: TS UhT YN TRBIAT & &1 7 STHREGMT dehlea TLITdelTs HafemuT Tisd TS HRUeEHEIH! U |
T o2y TetramaT wrent Ui Aif s Sl TetaT AEier TRUhT T 8 R8s et IR AT faveshr 22 < geumigsat
SEEIR| gftad g T, FJeRe, T TRTHT ¥ United Nations Framework Convention on Climate Change
(UNFCC) HT 518 TR | JHATS IR Tepidreh! ATet fafies | Tel STetary qiad-el S =ers geafiel arashd
Fhgats @My s1af (8 j200) fi = fe.q. T wem o7afy Rouo ur 2.« fo.q. v Hifd T (sfrenfrer awRIgeent
STTEITHT), T R0 20 TFAHT FHIeH Scaol HATHT T3 T FHRT ATHT Felg, TeTeseT ST-STHT T oTaT draehT SAaiTh
RIS forenmer T s =i 3casiT A T JUTTeTHT T Jared i faseres qds | qumd) 2vese Scasi T
FHIT ST Ao FrareemT fafir=T =RomT ardies T it STeTer ST 2oo AVEE HIF T&T ATdsIiMeh TRl & | J8
forr SARIART B 040 AT A TSR S Icasi-eh! HEtaTehIgal TTer HTdsriHeh Mehl & | 9t JUUST 9T T Ro4o [T
T et Ro%0 UT AT T HTelT oTeT HTaisTieh TehT B | 3t TFBITHT ST hTe SciSi - Se® 30, 30 T Zahiel
EEATETT TRRT B | T Ro%¢ T Uidealth shie Scasi-ehl HIeheT 2T WA 2.2 , STHNGHT 5.2, T&UST :2.<, HAR
3¢.}, T ¢, AT ¢ 3hG 20 T Rl TAT | AuTeTeh! Ui ATk IS 0.3% &7 & | uTeret favemT 0.0 Ufdwrd fir
23 TTY 3IcES T4 | T H R02% AT o¢ AT 23 FSN 27 Bifdet el 3T Meht RET (worldometers) |

forvamT T GIRAT SR IS IcESI T SIEEAT = (- Ufdwrd), WfEnT (2% ufawr), wRa (o ufawr) deET (v

wiaerd) Jae | favaeht gideafs ST e casi 3t ST ¥, 9% 27 Uideaih el o |

Soary afvada sfew

ST REdeRT FHRU Yepld T WS SITders T
1 FEE T SR HhEdT J0d T S SiEHTs
STAITY Ui ST M 3 Aishs | Hifass Siifem T
SHAVERICH SITEH STeraTg THad-ehT Jed Sied g |
UHTeRT YA H g, W= 3caTe-uT BT 3113, el
TATEHT FHET, ST, Uieliee Sien &ffq 37Tfg Steary]

HEATEE WS G ESIeRT Tcret affaetrs fifass Siifaw whs
T TYTE EIHT STY{ AT STERTE T3 T IGeA SF=aHT
T TR et ufe sifaes Sifend wde | et Sea
gitgdeT TITE & T TR T et et fed
HifcrerT HROT FHF FET, TEART T AT TooHT §T T
ETUATS TGHAVRIAN SITEH Y g3 dfshes | SThit
ifer ST, s Tl IcaSI T FTaTIhT YT T 9 sgeaeaT,
fareresh it ufafyr (disruptive technology'), ERIES LI DED

few aret faewie, BT SeATEHT ST
' Teaterenr 63 ufiem, are Tl
ToRATeFeTIRT T ’{3”"‘ il qa;qw]_’ sfate, srmafe, ﬁ?ﬁmaﬂ?ﬁ
PorreTse =i ofedy, e, AT it (sitfs €
I STET YT TEHAVTHTEA)

HIARTET TavafamereT e Eric Gerding o SEIRS
uiadT g SIEuEEeh! ST (mother of all correlated
risks) HRT B | ST HAT hISeh! I8 Fe-aiaereh T
BT JUUTHT a3 Sfohehl 3TeeT Christine Lagarde & 3Tfeet
T STeTaTg TREeRT &THT ShTH T 6k WTeT JEdTel JEeht
W&’J—Eﬁﬁﬁ STt fauent f& | 3hT IIeaHT “Unless we
take action on climate change, future generations will
be roasted, toasted, fried and grilled.” |

Ty qfvada faciia Uil Fasl @ T ?

T/ AATIE  STAATg TRERT g faedtar sster
SifeH TRTURT & | ST AT ] 00 AT THT SFTATHT
R HigATeRT AT FT 20 HUS ST {oHT STl ATTRT
R | Serary uftedaeT FRor Hir ScureTar FH g
QT Jooghg, MYfd STt STateh HRT g
TifefeR e STTfaet SHFa-g®en! g JaTE T STHETHMT

1. Recent disruptive technology examples include e-commerce, online news sites, ride-sharing apps, and GPS systems. In their own times,
the automobile, electricity service, and television were disruptive technologies.
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LRI UMTEhT HRUT SAehehl el YT Ui e
S | Eﬁmﬁ(fossils)mmﬁfmw
I Aehicdeh SMRTHTRT Al UfeeT T TaTT STTHT
T |

STTaT] THed STATeRviT THET s &, AT e fawer
T YUY B | T IcqSI 7T SATHRT ETeIshT T&THT HET
< TTUHT B | STHTGRTRT ATHT e SPHEART ANT STk
Uo I TTR IRTEHH! T | FFSTe Ul 2T ST 24
A 30 ST T TS & ThHheT § | Tazreser STATH
FHET IHT TH YT B Jig WE Ul S “o ST J&T

g STTAT T & |

JuTetel farr oTifier foeRToehT @er WTdT EFswemT TRt
TiaagareTgar Aifdra SFewr T T I8 FRUT STaay
gfEdT &9 T ufata TEnT T Wl STEemr e 3
TSHHUHRTA T MU ST T IS | IITEUTehT
ATHT ETeT TSaTA-THT T&ehT SISl FANT 7T 102 STTTEEeT
F HTe ISl T Ffafer T MU SRt e
TTREAT &t INTEERT Jeoied T TG ST & | e TaTeTHT
TSR | AT BT TS T T T ScdeiT T AT
FaETel Fufter TrImT fohedr ar |t sarer fae e
FHIUT SAqHT Sk ol SITHEH JGT ST |

STTET] TTiTehT ShTUT Jfg g aTushureT SuTereh! femret dier
FAT TR HRT TEhT F-Td FH g 7T STelfa]d Scata
FH g STITT THIAT ST T 9 Tehifax feraet T
fendTeres fawmie yuuT o1y adiel Srafad TeET g
ST &3, coenT TawT aTeft, qHTawTT STaeh @ g TaweT
TS T SN | et T ScaTaTwT I IeTere TiT=Teh!
T Jhg WE T SHSIEHET q9d ool UM U
IS | G TEAT ST IS T SHEHehT ATeher
TIARETUEE | TSTEH = TRTuTehT AThT T 3w WHifa
TSI SfErs | STehiEH aT Toehrel aueT Sfaear
GehT ST Ut It & |

Major weather-related disasters lead on impact to
sizable declines in real GDP per capita of 1.2 percentage
points, on average, with stronger negative effects
in areas where exposure and vulnerability are high,
such as in low-income developing countries and
small island economies. Climate change and a
continued rise in global temperatures are likely to
further increase the frequency and intensity of natural
disasters. Improvements to structural, financial, and
social resilience could accelerate the post-disaster
recovery phase and minimize such welfare losses

(World Economic Outlook , April , 2021 )

AT SfoRg ST AR R Fed

JuTereRl farflr aEmT Sierary aiEde Sfew &0 T vk
HiferTa g TWC T ATATeRoT GO AT e
T TR T | ek a7 farear Heemesetts ST ieshT
Teh1oh FQTeh! §.9T. FGS R ST gaT R ATH eruf qer
qTeThSTe SHTEH faeeisur I 7T &eil JaTg T+ sgaeT
Rl B | JHHT GrY ATl HI&TUT U, 0%, e
HTeuT FemTEEt, jo0s, HW U, R0y T AU T Sl
Guideline on Environmental and Social Risk Management
(ESRM) for Banks and Financial Institutions, 2018 9Tei-T

U ST TRt § | Sk qu faxfir deemer enfefe ad
AT TR 30 el sTgg=femifsmeh! faawor gafwerar
T U T SET Wl S | TEHT ATATEoT 9guT
FH T T G077 favRIeE W A T T Sers,
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&, $.9T. 1w 2o AT TR IS ufaferatd sy
o ﬁﬂ?‘[ﬂ“ﬂ?ﬁ (Solar Home System), ot ﬂ?ﬁ (Solar
Cooker), @ R (Solar Dryer), @ 12X 98 (Solar
Pump), SEARA (Biogas), FUTNUSRI It &1 (Improved
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TRSTHT Ui INER g8 e SUATHT FeIg T JaTe ekt
Fett (T g8 aviefE eIl ITNT TR T SaT qieh
FUMIRT gHAT =T ST 9 arg S9AT HIEH TUHT),
ATAhEEATs S Lanfeamr T, fagder e, swer
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AT AT T Thal T el @M1 e fauaweng
T &FHT SCHTESHE TTHT Jhg ITRT T | Rowe FHfdeh
FHqErT S qUT foi HeeTeEeh! STataed T el
BFAT 342 3Te Topd sholl HIAT T .32 376 il SeRitdT
T B | THRT BoRea®T Hel TN T Juret sttt
g T SISt fagq wRa T agmarreyr fHaEfd T AT BT S |

fomi famer =87« Aoy afdergan

ﬁ'«"‘ﬁ fa’aﬁl'{:[ FWJW AYled Hihled JTdAId &AL
foreTsy =g 3csiT O R02% AT 2R Ufderd &@HhmT &
030 AT & FfasraT @it e, SNfies asrent 2= giqed
WHMAT & iasrd, sAdTiies SRl 4 Fiaed W@ehiAT 2.4
yiawra, i e (fale T A=) ae FTe Scasi
024 T e ©3R INTHITEATS 32< AT <2137 T STl
U v uR frmmee 39w frmmHET s wldergar
TGRT & | JGRT AT Fafir=T STeramr] STeet et FIHEE
T TS BT, ST TS SIS FISHT e B |

¥



Ay aadAeee faa @ e COP-R%
AT T FEATRT STTATSHTET 8 030 THT HTa Jol
T TAeT LT TeAteret TIATaIeRT a1t UTUehT TheedT-ghT
TATET HETHT T 032 T FFIER 32 NG AT 2
q STerargarerEt fave aer COP R dra=T W |
T favaehl hTe ISt Jet 7T+ JITEERT 319 Tidergar
T T < T TRt Tedfaferer fomet aferer
Jrat g T ISR TANT HTE 8 o030 THIHT YA
Teh 378 & el HH T HTasradT T4 el Jed Suetiey
&1 | YRAS & Rowo HT T feRl e Icasid T
SHTURT & | Tavaeht T T el 3casid T Je® e
g TiaET A ST, U TRbidTer aF TEhT aTashy
g 2.« Teuft Sfcaeram difaa T+ nexamRTget e
T HiaT g1 At % 2. ¥ Terft afcamaammr
T GihHT SATTETET G ST S |
JAAA COP R& HT & Ro¥% HFHAT e Icasi
[T TS HiegaT Sah Tl S |

AUEAT Foay qfvade Sifew ®9 W fafwe e
Yeu AfHaT

ITETHT STetaTy UREd-eh! TSI-STaTs g3 dqiehTel ST T4
TiteeRT @ | ufedr AT faskied JeTes STToRet weBfaenT stfues
e T artier faehmr gfaer M T g

AITRT ATRT ATTCTHT T & 9~ JHhTS ol T35 | 3Tehi
oY STeTaTy UaTc-TehT ShTRUT &R TaTTe TRl FUTeTet farshTereht
T ¥ Sdry AAEuEET fanr fasmaer Tee
ATIIES | 3T oo TTHT FermdT SreTiea et yomedt T
TJHHT STLRAT HY TR SHTTRIATSIFHT TeTeT THS T
qUehTeT Tarr foehTaehT USmeT SATeHETq Tuas | gmmr fer
Taeh®r 3T&eT W 8IS, ST STThel T & 9= WTaHmehl
Torehmer g7 SRl |

frrmar et i

STerary] aiEd Stifew faraat faerfad qement AT Teieer
A=A | BT STeraTyg, Ta-ehl ToiveT def e SRR
T HEATEER! U AT © | farr aTien faeher aer ad@ent
Teh I&TEX0T & | Frermmenrdt fermeret farfir yomefienr siifem
STEATI TTET STAITY SREHATS FHTAT U STEIT AT
TS ATTIF S |

e foemrasiier 23T wrefendr 9Tt a7 ScateAsiier &,
forae=t =t emfenT Aiferuant ufqer Feit yaTE T SFerERT
T SEd foe wrgTeaeeRT @t 9f ~maw | fafor
HAETF B | Uisedd! GUT ol STSIHT T SQET gsiT
gftpToRre ufafent fashrr o1 TETT 13T T'sT €8 MU
3

&I &y TITeT ST T STaTarofr BTe 7T i sk qur
Torcfar GemRT Tt eRTHTeRT foreoT STfamd E9et TehTiora
ﬂﬁ‘ﬁ SIIET (mandatory non-financial disclosure) &
el B | UTEHT Ui JERT GEATT T STERE D |
THHT G AT TNAAThT TGRAUTRTEAH T Hifden shifem
TR FehUT TS o STTEH HTehet T alrel wragor M
FEAET T "ok | T fomT T 317 fehmrer i Siearyg

= I : Yo At FiftiwIcaa fadew

TiEd SEH & T e Ar] T T S |
LR HHHT

STty TREA STTEH W T AT ST T TR
ufeelt & & | fafieT i wrear Juree WeRr
UiqeGATgdR 1 7T Uit 37! mewequl fEarT & |
et faehed fa ufatues dreare fax T fesrar, eierae
Fo Fart arer faremaa e T e w9 T gfatesr
TRINT 7faTe T T et ST SHidmT <20 A iy
I THIES |

JUTEART | RoR0 HT Teh IHAT Lol 36 sIeReh Y ieray
TeTel ST Teh! Tl | AT FAT e oo 3TeehT
I G MEs | Foh R iawd faedi sy
T AfehT aTfieh wo oFdl faaeft GaT Svme afrs | |
R02% /Y TT THUhT Teh STERITIIAR JUTEThT So Ffaerd
SANERST WHT SHTST ET3UehT TN T | STt AThHT
ST T8 §7 9 3= aTeaT ek gafer aramaor
TEHUT TRISS | @HT Teh13~ RITEHT ST fagwar siugt
TR TaT IuTTeY TR ASHT HaT TS ATTRH
T | FHET IS BT T Foll HIAqd Ufaferhl ITIRT T
forsrremT Sire faT &0 TRR T HHES | JHRT AT
T AT IS T T HA HTe castT T AT qr
FAFRETATS ST -ITHT hieh! &L AT] TR T S rei
IS T AT T FF T 3163 |

fostt e syfiet

TS IeTIHT AT TR T 3T TRl T Tareh! it
SISTeT T ShTelT hH ScaSi T+ WiaTeehl YT T Hees |
Tyt Stetfaregq fmior T shroeset T STfawaTetTs @
SR T AW SR @t g TR SR
ATk qTfored TnbT Iuetsy TS uRaTet fasme o ae
HYTSHT FehRIcHe T T4 |

STHT, STraTy TN faehida emeh! W1 85, |e JTehT
HET GO & | STraryg afardent wiifdes T agshruTeRTetiT
Sifemers ot fremaert fremeee Sifew Ewme
EremaT JHTAT T & | AUTd U STerarg qiEd-ent
3= SREwHT ekt oo & | Aureren! e, smifdfer qur
TSI &7 ATOHE gt wRuT fenTerhr &3 afer
T Temarer T fendies fawdeet waey Sifed steeuia
T | T JEUNTEEHT FHH Hie Icdsi T4 Fiafeshl T
T ST Al GAURft @ g TawT Ui fame
& | g fed ufierr Wt wUw 9T e, e
S HA TRAT  @faufdeRT SATHT STRifed HoeHT
AT g eS| Saarg aRad-enl IEee. aot
fovar agerETe dEAT fom, ST TeiveT fHedwr et T
TIET TSi-eTT TeAfd AT T JuTerer Aqcerht faen
fate T T | cEeTRe fodia et i wEAT-aeaThd
g uftard a3 yfert fate T adee | e geeft ©
AT g uf e st | fava oY dgme T Sifviee
URERT ST AT ST TNadel I e
AT A% BT Telohl € P STE |

*xk

¥



¥ AAT BT T T TATTHT FHiehT ANTEH Ha T FHe
ST JcATEehT Ush <TTg SRIEHIT T WUt & | 37
arelqesenT T Wiaer Wisg S & | STeTgTdeh! ST ot
TR Wi Yol STalagquT TG srefde fmior
2 | faggq 3caTe T weTe Feitar @it §8 ForaT e
R, TN T AT AT srefderel AT JuTetehT Wiasr
I G 9 | TaawmT Wl wo RF AUTe T Heh
FTATSROT ST ST HT ST STefae frraiorer orsr ang
T | AT SATTEHT AUTerT STetfagq sTefa-= fmfument faega
Fefter TR S | AT TR I 3ee ATl sTefdeen
T TR g Ter fauTiol Shigd S | Eehr ATy faepme
o e, FrsHT T HrEisEER qHa T famst e 3 )

q. af=m

STl 9168 TS WTTehT ‘TEEITER’ T fies | Tk
HTYTHT ‘TIEST HeR! T & | TTHIhT oTelTe e STieheTs
RISSIUTET T Tl STNTHT STerfagq Wi | 3T STegfeh
FTTehT To L&Y & | ST 378 STeATay far]d 3ede et
TR TTHEET TTERUTeTs e SHSS | a IS ia
91feh faut fepten STerfargqeTe uaiarRumT 5 wfdeget 3TeX
Ta | ITHIhT ARl TR WEETe Haar 6 | | ©X
ST | THENT FIRT IHT Feh! dTiel B AT &9 |

Tt AT SHTeHT SR fedT ST IR a a9 | STt
FuTeRT FHT Hehes | el aTeielts & gfaem fawsrr
T | It asmT qEutve e feurer s aRETar g |
Termerar @ ot fedemr wumT S | fema @ ST
TRT I ST 9 fafsara T wueRer g8 qerere 3E |
TEHTAT 7] | &t @At qT FeleTg e Sreg 9Iich dar
T S St & | IHiel ST ddE 3 s | @
Tcal Seteh! hRUT UHT STRTAT Taefiet g5 | ITiehr et
TiaRTiehel HeRTeheT HUTIeAohT ATearwee el STfehT TaT
TS |

R, TR IR T faw

A IcATE ATTAHT UTeq T Afeh Te Fell a1 Stereagq
Sl | UHeRT TR STt TecaTehiurshT ATeweTe i
TfeRuT FUTRoT T Tfe Tter wfafum smenfa @ stafag
T AT WSS AT | Tk qeeh TiHa STerfaeld, STRISHT

* ey GEqTGe, RETTH 3

WTehideh Yehld TUGT T Uie a1k ed | HHd TR O
TIIT T e | it STefard SATASHT Tieies S |

T IS HehTieTeh STTChHT FHT-R0T T W1 g T
sifthet a1 T g wrepfae semET AEeE W A
Juctswr &1 | A7 wiaiy SeT T€ HROT B Toh FHur qr feramr
IS &5 | TehT Gerd Tl G It 2 | qaterrar ey
Teh UZheTs &l | TepfdeTe ured f1:3[eeh IT-t HuTeiehl sRE =
&1 | Stieh! a1 Heccaqut ATearw U famaT ferehier WeehT 215 |
TG AT SIAETH B, T ATET TISaT Hewd 37¥F 3= 0 |

foerftr Siiehr 3faem™ & & 9 g3 89K o diecten!
P | T T ST =T TN T Y 92 Fed e |
gt Tee gHieRet i e ST gneha St T 3nh Siqud
ITST Teg & | UHT ¥ UHIhT SHTATS ottaT Rord
QTR FIETs JRnT TR, oTvh WRINT €4 & | ST fadiehr
faaTent TaTe 1eed g | Taegdiar St forshmershl STEm art
e 3 &1 o AT faeRrer g ui ey T uege=y |

S FTT o Tty Wi SqE W 2<eR W
ST TR amT WU &1 | SRE! TS ZalisT
I M ufeeivee faeft femfedr | danes =t awer
@R F e ge wdr | fawn aHiers st s
faregq frrehrent enferar | et avufe 3 favanm ariee fasqeft
fenteT enfera |

TR fasett frerTferushr :< aufs SuremT afeer Tew
forofelt FrerTioriT | < Ry i & ToreliaTesy forsgelt
TSTHTHT FIGHTSTohT STeur-afvas widenT fageft feher |
UTETHT UQ-TGeRT TEMHT SO 3 §I0e =% THOTel o
SETERT ATt o ¢ uf fagq fepre Tt s W | fehenr
JereET fag IcaeT ufeerefa ¥ T enfereer wo iy
AT Ufgdiuesh Taeq ScIa T o AHERERl HEHaTs
T = foea | G @ ST JuTerv=aT 23 ay 31fer = fargeft
Trertferafeunr forr | smfermr fageft fremfawnr ¢
YT T 22%¢ AT Akl Attt fufafyres aehrer
ek aTfstiereT faggq 3came ge et PRl | <fier oo
JUTHT TR ScuTeeRT T a¥dTS H 2283 T el ek
IATE & AT | X 3T <14 Farvardy st Sretfareq 3came
T T GegerAT Uat JuTeT TRTEET O Ut STl usie
=

¥



3. e TR o

% 3 AT ¥ THT <3 R WA faRq 3ced T
AfHTERTEAT ST SETUEhT WU i 3nhaeT g8 geil
WA i STertagq fHerTer afenushl &7 | vhre Trer a 377
ERCEIR: | CIACE GRIA R E RIS EIRUC R TR e
ArSTEET qd SRR J80 T Eehehl &4 | &1 d 01
STETRIdRT €T Q3T 9T el TUGTSAT | el <3 TSI W
Torseft fehTer &t dTetehT TSI & Wi at Femel
AT e T | ST, BHAT IS T 2% AT Tammanifer
TGl JUTEHT FA <3 TR WTETE STerfagq 3came &rwr
TTHT FH e ATTHT MG | EhT TEIATHT TN
forega ®omT aTfet TS Wb | TAHT HATIRAT A THT
STTSTeTRaT ST €T 2TehT TIHT HUTAATS TeTS JeT T,
TS © | ferTemmT f&d wush s[Eve T T g © ESTT
&R AT TenTeTe det YRRt I8 aedTees TammaniemT
ST UHT § TFS |

Toh! ITEIIHT 9T IAHEE faEdR &2 TH U5 |
TEATIeh R ITTeRTeT TNehT IEufaehl STESaT o <3
TN WMEE oAl &l THTH @R & | 3afel
OTERT FEHTGTT 43 SR WIS &Hamh! Heil Scdra
T AR TR qem it TRTeET el SRS UshT
B | TN AT TR | 23<Y AT TEhT STRTrERTuTer
O STtk qem wTfaters EUHT Ut Sertagq, 3ce
T &HAT %3 §SIN W 0T SWUh S | 3Afaet ST
TEehT TEHT TUTEHHT Yo BT BTGNS STeAfae]q Foll fHehie
ifafe EET gng B | A7 i T wrfater T anm
WU 9 T g3 TaRTd SRR faed 3camed T Toe]
T STTRTEehT FRUT &T; GPITEHT UT Ui SictfergaT
i st fmtomT g uwife ag 8 |

ST ScaTeaT Ut Uat Gefehen! au fashr yaihe TiehT
B | T 2’90 & SIHAT favd dehet FHuTell SATITSHT SHIST
QISIsh! &1, RAeT A YT T=AT | ToTifaeh gaT T oadeht
ST AThT HRT A GRS S~ TARIhT 30T TN
T | TfEet SFRUT qET WA TR Tl 1é © | W O,
famrar AT FvRTE UTeTHT STeTfaedERT TITEHT S TRt
T 3T¥h U STCTSRIHT ST G Tohahl & |

el e e Seunfad fargfeft @ T 9= SreTTee A= |
TEROT TG GHIAT TR R AITGF] TFTIdeRT i
I IcTied Tosell O TSl © | doat JERT A
T g TS TEINT YURT & T AT 31 T Tt
STATIEq, STTATSHIEEehT TTHIeRATHT Shal ST JATUEhT & |
ToregerT @THishdlel AT S9SN TTURT & |
ST W U3 SATIET B |

el wfer A yRawT forgq et ST af w2 | St
THATE T TBETATShT EIHT TETHUT S | T el T-atar

P ITETY : e Y At fasoresw

U Teheh! W Tl | Torer aredi femmerr fad s
AT | T ST WSTRahT UTCThT TR IHTATHT UTHiehT YaTE
T ot | TrerreiaT Eifauent stereemT form e | wgfa
ARTET & T TTETE foR]q WRAeTE 3TRIA T ATl & |
E-HTET TR ol ST SHEIe et fagq dar anh
HHET B |

STSTerafis et sTiushT TuTeraT fsft &Rt T Sieted ©
T b STeAfagq T aiear afeenT &7 | T3S o
SIS T AT B FHal, ATTTIRATITIAR STATSEI STRITSHT
TR G Tohanl &1 | STtagqT ATenia atefa=r fmiomr
IRl ST ST Tehehl & | ¥rS 33 @& FUATeh! YTy
STATAATS Wfeerma 7 fewmfat s g7 dehent & |

¥. SRl WET &g

Ftten WTeft ToETeR favani famel §3 ST & | TITHIE
Torvaferenere wfawEmr (wEfte) SHT fameT & 030
HOHT T FHelaT i@ fashi g1 Seaia TRt & |
TG T ST T TR @ve goed (fae femw
W 3 SIS OGS ZFHUISH) ATHE TR STheT
TIAR o Follel favashl T&d aiadT el & | |
TEIRHT STTHR STURBMT € 030 TEAT FTeTeh farTeht
werTtera fargdter MRt SATIsh T g & | Jeiien! W&
HORATE TREA T G & | 3T IhwT Ui a1 3T

T D

ferTa g5 o SvHT Fstiel A SAERHAT ST TREd TR
@ | fogq T g wfafuer et wEw ameRter g S |
AT fataeht uge faear ek g © | favemr s StEar
it srroTeTe HomrTierd e ATeehl TAFHT Jod HITSH
qieh T | ET TaT Grdal st MEr STaweh O & |
Tl MR TEIT <o Ulavidel FW g1 & | LR SAY
wfafmr g1 ot faedr meerr yanT faskes st
TG B | ST ST Tws Selien! aet T g1 & | e
F g1 wifeh 313 UM #9 g © | IHT ITE a1 i
g forar ™ e T | T FSAMET TR HEd
F¢ U G FHeliehl SATIehdl qT TSI FHstien! faehraer
STeAtargd SoTTAT AT Forehrer &7 Fem & | ATerel dhel e
STl SrsTiehT Tl T HeheT 9 31T T IRTUMT Fetiey
TG T ™ § | IR, TR T S AR
gegera Taggq Frafa o fawg e difag g ® | T
affer A SRy T T Sl U fargaans
Tt mf ST @ |

Targemr sfeet urieRr SETEETE HANT &t farq AT
JeATE THEERT © | Y U TufieT, s, =, e,
Fd AIART T YT T T o Folihl 3o
AT 3cITeT WSl © | 3fd 7 ANGHT ScTeT T
ieh faggd1ar FSiienT df JeJohaet ISl 3STELE Ui -aTeiel
SIAHUSRETE A FT3aT for afsriaant & |

<



o W:H\Bﬁmﬁam

Y. NUTCTHT SATTRIAHT FEAnT farme

JqTerHT ufedr gee fesqeft fremferanr & ufenm stet
STeAfargq STRISHT a1 | & 222 (fa.®. 2%c) AT witenr
FTRT STRITSHTITS SR THT T STeTfarglq ST a4 |
Tfeel STTATSHT TATIATRT R4, TV T 223 % AT GradsTerdT
% ¥o fepctiareahl faeft fahTierT | TR Stetfaelq et o
2238 T TATHT 9T | AT Ft &7kl TetuT et TomT |
T TaHTS @it feTeraT™ Stetfaeq STrRSHT fHafor Y
T 22¥R AT Lob fehaiare siafaeq Hermerst T | @t a
STITSHT & 2R %0 T UTETishT HIRUT qUf &l syushy o |

T AT HEATTT fashrEenl oTeHT o afecr
Toaae i ASHI 9T | f9.9. R023-2¢ GETRT afger g

ITEEhT STTEAT TS T WA Hifed g5 | I o ufy
T | e gefat AR © | BEe faeft yrdere
FASIRHT B | JIHT e Ui oI BArraneeht fogq
AT fmfomefiT & |

AUTTHT <% %% TIqTd SIHATTEIAT TEeeror WTeh! uTed
Taggq ITfeRorh! STRRTETT Seoi@ © | EITGER. o
ARG 2% TR <o TTEehalls (o] daT J=Tsteen afaws |
g8 AYITS Roco HTeTHT ITAUTASTd TuTell TafareTs faeq
TS AL S | A AT I | BT el ST TahTer
TATIOT GATSIhT STMTEHT ITaUfasTe "uTeiieh! SRafEmaT fagq
HAT JATH Hied 3 |

aret fergq fersRoTer yuTefieTe JRTaeeTs ST ST

T AT, fTeRTEeRT THIAT 0 WETE Sefagq, Scame
T e TEoT 9T i | e O WO | IRt | 2T
AT, TaehTae! A1 & SXHAT TH TS FIHT SIS
T e[ STRISHIEE a1 Teheht & |

TUTEHT STATSEEh TEINTd Yo g9 i Ay ang 3
AR | T 2RER AT AU Taq SuNE AT o =T | A
HEATEATS ST-ae T faaorama feriamd fega | ot gereumr
Tagq foshre fovmTer STerfesgq 3cdted T mehr R | &
23,20 3T IHAT TAIT T FIe[elt STerfared, STITSHTES 0T
TS STeAfaEqen! &maT faedr o | 3tfeet JuTemT FHt
ST STRTSTTE TNT &t 7Y STefiagq STRSHEE
et T & | fafeser dier BrareT el Setagq
JEATE TG & |

AT STerfSeqeh! TaehTaehT AT 0%2 AT q&T } T
Tt farRq STeRTuTeRr TITHHT SUUfs ST-feh qem are
TSI STATTEq STRISHIRT M 3Tmfe agar ¥ e
AT T THIHT STRSHT FFI~T g T HERAT! 9 JHTTH
T | WITIHIOTRl TIOHT AUTeT STetfare)q faehrersr e
Tl I for | Jaret fergq mfrshioT Uer SImoET
ST HTTIShTUTCY = Tt STetfare]q 3care, fashmer T et
g MR S | FARH TofeaeshT TqeamT HTieroreT dis
i e farvamer STferear sishTemT T 9iT 37 e W &
TR T IFTNE TG THenehl AW TG & | i a9 a1
T dretfes g vt g ifeer wifafuss #rorer W ufy
guet AreHieseh! ARAT & | faRjq Ferdier favanfaar Ssi
HTYfcIohT SATATEROT S Hare |

farwer forrent Tfad wT T faerq ScaremT v rmfe S|
& | T T TTRIeRTuTehT STHI AUTeTT 23¢R. 3% WA
(Robe WRT) ST IR WUH! T | FEHE FEHR
TRATEHT Yoo, 3R HIETE 3eqTeT HUhT & | AT T JEroT
SATSTAT STTSTHT B | FHROT ATGHHT SIS Sifeh! AN GMHete
Wy T | T TR Stfereh 37U STid U TSI 43, %8
TTETE T ER S 22.0% HITETE STerfare]q 3edTa U
@ | froft @eme 03 WETe fagq SeaeT quA B | A
TR uTTHehT Hsha & | JUTeTHT FSiiehl Ioaiarg Uh
TR IR & HMERE & | & f&dg anrir Jurem fagyq

Toheh! & | Jcaried Targefiet whee 4 UfaRTaer Jeee
RoRIT | EATS TETTL A W AT o4 FfaeT SRR iy
ufT B S | FuTer faegq et STER Ta ST
AT 200, 2¢ TTRIT FETHE Teoh T Wee A TTaRTae JeTae
TS ATSTT SAfeet HT-=oT S |

et faegq uTfeRtuTeT wRRRT Tdweh e fatagent
AT JUTTRT STcATaE]d, SoTHT Sehell 1 o=k & | fafeeer
foRq FINRT STIHRSTE TUTAATS ISATAT TIT STATTRT
giae @ | &t oficft avehmaT TEeT 3T UTeRehvTehT
FRIEN THderRET fatar g "o | IaHH SNSRI
AR TR T SR ot fafdesr wit fgie
T | s et Aurer faggq ettt
TeEe T gger A fefsea g yawr meT W
UhT aTelt TRt | Tefsteet Autetent =T Sttt &IHT
fefsteat fustoTer STIHTETTS HesT HaT fo e | @ aiear
faregd SeaTeTHT Ui WGk WX g, fermgq stirtear g7 emfeet
ST Sfeer uf STTemRaT fRrET adt @ | I wRie
STAfagT SATenied srefa- fafor g7 Teed |

%, form wga srmean

JUTEHT ¥o ART U3 T SRR fagq IwnT TiRgeht
S | THUT Y STATTSTE AT SUHT e U TR 4o
TSR ATEheT T THCRT & | <4 FTasTaer STHHT THenT
T 97 o FFATaHT qafem giTeshel & | T auaT JuTe
Toregq TfereRTuTel w2 3Te ¢ AT FTeRT foaR]q 3eaTe TS |
Y 71 TR STehT IcuTa &Y | wreRT Stferea sTifen T
0% e 32 IS EYATRI FoTl IcqTE HUGhT o |

TRl Fstieh! TRITEAT T SO o Efifd steremr
Grg STTHET gL T i Tl QT 77 TeT 913 3leg
STE & |

el FA SR 2%.% TG SN STeATTEd, HoIar
ot & | 99, a@, AvTiasE IS HERHT S B |
HolTed STATRIeRT A & aX gHiel HTL Ii @ HiiaenT
Bt | JUTTHT T 397 Y A 89K & 8 HTae fa]q
RIS S TITeTH=aT = 0T ¢ Hideit STRMT T
ofTeTehT S WEHaIT |

40



\9. AUTTRT T T

U T TR WUSK WURT -8 & | favash e
FiaeTa e qHt AaTerd © | s T T STerianT dTerer
TURATS d1e7 Q3T 998 | o YHMT SSeqis arar
TITHT TMC 91T ST &4 ST b | THT et fifq
FT T | STk THT UK TRTEAT fedfeT OT matEen
T | UHteTe TehTent T[T 1= ST SroTisrer JguvT e |

TITCTT T STRSHT & o Tohe, | WiTealr dqrTehrer
SRS 3T FIfCHTUSHIRT 2% HIETEH! HAH=T gl
STRITSIHT Teeh T | aTet Tareq ITTaehioTel AT STTTeRT
Taregq ¢ &SR R« BATTETE /TS & | 9= g A S
qUT T S9AT TR 9T i A7 i =T 3797 7 & |
TTUSh, ShIET, FHUTICRIT UTTHT & BT 92T THT IaAT TdT T
e & | faeEare ko &R BT St 3came
T Uk Hiehwe | Tt FUTTefaT 7T Tt 9Ot 81, STetTeryh
STRIISHTEEHT €1 fagae |

AT 0 ARG R FIR T STAIIRIGTS  SATATSHT
TS T STERIEHT ST & | STefald STRTSHT f-wfor
T Fefiehl foashm@ g ™ Gl for =g, Se@mam,
T, TRSSH, AT, RTIEAEhT T Hihes | TeruiT
T T ok T ks | feer oot M
STAISHTEE GHIHT U 9T 9 JTMeh i @& &9t Fetiare
aTed T Gfehes | i e gdesT STRISHT & j030
T a1 % 99 diieh 2o Td ®UATT Ja& ATEHT
STATIEAETE U T Hiehes |

&, AT IeqTEAH T

T STeAfare]q Il ScaTeHdT 3nh i Il THET &,
R AN B | STertagq 3caTed THewel gl HINEeRT

e STEY : w9 S aTftiRieaa e

Y | FASIR -2 § | Hrlieren fafaearTs ardl o
{ FEER GHET B, WA, JIgar e g e 8,
TR IAHT ST © | SAESHT 998 90 g6 |
HTeAT ATHTRIT STRISHT g FerfayaT dresre-aT ot
AR T THT T | 8l ST HETT ST S |

STATSEI, THTIHIRT TTT TR A T |Teehl 39S S |
Y T &Y, 9 Tere 8ie | st & uf e amst
qTHT &7 | S 7T Tt TEITEE dohiet GATHT ST &
TS | AT iRl TTTHIERT &1 &1 | T R0 20 THT AUTAATS
¥3¢o WS STefaed Savdsh U8 | a =T aat fagq
QU T TRY 277RT i, T, I T BT &S TR
AT B |

Q. At T farmmraant e

JUTTHT St T ST fasheesT SR & | stfeer
T THIhT GETshAT HHeh! STCTTae[d &=t Are=aT Hfer
IS | ST, TERRT T ST TTIHIhT STTeh healiae STet
T | TR ey qatam fashret aThT Terrer grd e
TETIIUE | IcaTiad fersJefierTs owar T fenfite wRisterT
AIRT fowx s et st miges |

ST TTRETO T T JEqeeehl QUi 3cdTa et
T Hifd, FreHT T FRHT SRS | qEdr Foft T aEdr
STOHT STk GUqehT &g a9t T ScaTe-aT e fagus |
Taggdir % STRITAYRT I IS T QR TS
SR IS | faqemr @err wo @ma wiieer fargaT
ST AT, I, Wi, iy 3fe srefaer fmfor w
TG ST SATATSROT SIS | ITHT STFIHT 39T AT
T MR ICATEATE Joa SIS AT, ATSTHT T HrIhuaTe

TTehT YEN ISATCAT & & |

k%

49



dfdbs PRIGR®I Yol JAdirEmel
(e TET FEied, faenassi)

JuTerET SfueTies ®T S e geard faE. 2/ky
HTAHT 9T S Tafiegeshl TATUHTETE qUahT 918+ | 023
HICTHT 21T Shehl EYUT JUTeT T shohl TATIHT ST |
U T SRkl TATOATRT el avutes fafereiega foxier
HEITEEaRT EqAT AUt NANTH fashre fm (Ro2%) T
HEHRT Ah (R02%) T TATIET 94T | FHIRS 03 ATTHT
T ST kel EUTHT URET TIOTST Sfehehl TITIAT
Y | AIATET, AITCTHT TR TTHCRT §§ STy Shes
AT 318 Sfehg far faedren! faRT fag | R0y
HTCTHT Y Tk sfohehl TATHHAT ST |

TorvareaTdt EHT SHUSTIRUTeRT HepaT GEaTd WTHT THTer T
formmt amffer T faxfier SERISRUTeRT TMTEEE R0 %2 HIGHT
ufear fagell ermHET AuTel SR (Afaer) ek T
T | TEEel T o demeE e sre fag
Jefareh T Taeaft fosft eTHET S quT faediar GeTeE e
AT Hes AdieE STaatmed T | R04R Jeeia
R0o%3 HIAHHT ikl AT WRE Grgohl GHIHAT AT
amien idfafase fafoer wo oft d& qur fofir amer
faeam dier ®HT AT | 0% AT ‘F ST ATforsy
Jhe® 32 92T, ‘@ kT TR Sohew <¢, T Fitent fa
FIHIEE ©) T & IR Afa HEITEE I TR ST 8%
T b T Tl TETe® FemTa T 31T | 7eid=iel T
TEH T Sk qe forfir GeuTeEeh! faeme wsh! Hegd Y
0%¢ HTAHT 9T T et AT fafrmTaedt <miT | Rote
HSEAT ‘F’ THT AT Sohe® R0 F2T, @ ehT faehe
SHEE 2¢, T T fa HEAHAEE o T T iRt At
HEITEE & T ST 232 Sk qur faiT deme® T famerr
%20¢ VTETEETE T e far g8 STUh! & |

Q03 T HTH o Id TITYAT 9§ TeRd &UHT SUTedl
Tt anforser S 00 Ffden TET-TEH STEYET 8T .
@ 3¢ I T 8T UTEF TgEAT 3% AT 0o EN 23%;
ol &, R @ ¢ 3Td T FHoll Tesh LT ¢ ARF 9T IR
T AT U, TEUT oY%, el dfhg 23,88R,
fauerst . T 3 TV T FHERT FHEG ol LT

* ged gaE, §Ed T HAlE, erdeas), afe S

V%
g He® (Bg)*

R o=

Taremm @ | 7t e Tt aTforsr SehshT gervwaT gar
AT & WTAT A TTaeh! STetehl ATTerd STaee el
& 7 faemer aoiiel T Sfhe HREHRET ST & & 7
Toe afafda gevaT T it fate 1] quEEme g
TS ¢ 9= geddr afEd ™ Rove agfaR mETasT
TeATERHT HATIRAT I TEATS TavetouT TRUHT |

&g T T Tfed arforsy Skl Ufqerass smar
21 | A IIET f9. 8. R0 H1eT 9T 20 T Ufecl @rdT TS
HE=ehT ATHETE Wil FITIHT qUhT oY | AT 2o T €%
ST SAfeRIeTe &, 2%,j00 THETSTE & VTR 36 @R
R00¢ A AU STETET 81T &, 20 oTef 3 #E,
3y E9IR ¥ HF UTesh TgEdT, Hell 23 376 2% FS, 2voo
0GT Tl el ATesh TGl Tehl §; ¢ THa hi3-et T ¥
Tfeud HaT FeETAHT WehT S T 3R SHT TR, R ST
.Y., ¥ ST STRHY FHART T 23 ST G Y ST
W2 ST STHL T B | R0\e¢ ITETTHT THI TS sshehl
Hie « giaera e, < uiqerd et T S ew giawra
ATHTehRT fEEdT JE& TG Rl ARl & | HISHISIRT
T2 JIUSHT ST TaTTeTarsIRaT Weh! Y& ITaT HrEas
auy Sfehs HRISRERT YT TUTE &7 ] STcgford e |
T T FATIAE T g HaTeEals agieed qur
WWW

(9) T agFe: 3y §IR W TIU<T J&f TEhaE 2o
JrEvT T3 AT Tgehel el © | I IMEMT Jehl
frETehT AT Ty fadiT &, arsT deheE T
it anforser seremdent faee sl & @ ? v forsmar

qeTeh! TS HeT3H i |

Deposit Mix of Financial Other?t
Current | eposl
ndustr
Deposit y 1%
gadl
Deposit

7%

Saving .
Deposit
33%
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Curren.t Deposit Mix of Commercial Bank Other?
Deposit Deposit
& e

Deposit ‘
7%

=

Others
peposit_ Deposit Mix of RBB  Fixed
o Deposit
Current ‘ 18%
Deposit
epos ’|
Call

Deposit
5%

. . Others
Deposit Mix of MBO  peposit
Current 3%
Deposit ’
15%
4‘ Fixed
Deposit
37%
Call ’
Deposit :
o, \a Saving

Deposit
19%

afer anforsr Sepehr frameRt « wfaetayeer wifr a9
TR 18T ehT B | WGHAT HET=aT I ITETehT 78T
%0 I 33 HIE W T | 00¢ SSHT TH IRATHT T
94 V=T HIRY WehT T | A YehwehT T8I @rdTes

Special Saving Account, Golden Saving Account,
Mahalaxmi Saving Account, Chhuna Muna Saving
Account, Karma Yogi Saving Account, Teachers
Saving Account, Social Security Saving Account, Civil
Pension Saving Account, Army Salary Saving Account,
NTC Pension Saving Account, Nepal Police Saving
Account, Tribhuwan University Pension Saving,
Diamond Saving Account, Dirghayu Saving Account,
Staff Saving Deposit Account, RBB Sambridhi Saving

Account, Salary Saving Deposit Account, etc. T JaT
T IMETHT IS & | TG IRETHT Tkl T GTaTeeHT
& T STalh! TR ST T T g A | IS
e Tgshe SmetehT FUET I ke | I ST
el TrETTenT oo T T A | et quT Sted

TErTeRT AT i ¥ ¢ UiawTd Wehtel SATST @ AT
a1 AT JIGHT HESTdT §5 | 3Tehiial geal frarden
FET A WP ATHET eI e | faren
JTEATATS 2t qryr faeier & anforssr Jepe® T @9
e aforser dfenT frard frerehT qommT e smar
Fwtergent fra frew 3w e |

() Tl ST : TG IEThRT Sholl THT 23 Fefgear ARy

TH © | I EERE Jo9<l J& aHT Project
Term Loan AT MUHT & | IH IRETEE AT siohel

YT TR Term Loan, Personal Term Loan,
Deprived Sector Term Loan, Education Term Loan
, Project Term Loan, Pledge Loan , Advance on
Credit, Agriculture Subsidy Working Capital Loan,
Peshakarmi Saral Working Capital Loan, Home Loan,
Earthquake Home Loan, Mahalaxmi Home Loan, Your
Own Home Loan, Peshakarmi Saral Term Loan, Hire
Purchase Loan, Business Overdraft Loan, Personal
Over Draft Loan, Trust Receipt Loan, Trust Receipt
Loan USD, Documentary Bills NPR, Mortgage Loan,
Loan Against Shares, Auto Loan, Loan Against Gold
and Silver, Loan Against FDR (Own Bank), Bank
Guarantee Claim Loan, Other Loans, Employee

Rice Loan, etc. qﬁmwawm"rrrﬁ@ | 2 &R
© AT &I FHollehl UTEhHeE bl & | oliehl
W‘T{'@Non Funded Loan &1 9 RIER Gt
W T | 032 G R0 THA SAFFET Yoo AT Tl
Tflaus ST WU B 9 S IR 200 &I Aol
SR WUt B | 99 e feuy, feufr #r SRen
af g 1Ew | TASft &rtent SohgeehT T g 1T g
TG FATAT FAqU=hT HRITRbT ATHT 1T & S
HRIEN T+ TRETeRT ETHT Tehl AT |

(3) ATM &ar : I IMEERE ¥ I ATM Machine

goaTiad & | faenaeeiien wEies waT e,
AIEh e faeeasi e, e e T Tamehar
ATM Machine T & | & ¢ FUSH=T TRl T
ATM Machine i€ Withdraw @rlé@l

(¥) TR FRER : TH TGS THSATHRT FRITT

g e | fafw=r taeardere qateT whHeEeRT ST
T AT QAT ST T 1 I ITRETEE STt aT
T diehes | 3fen I ATfeenT ThA YT fae & o
ETEE T TS |

() faelt |gm @ et FRER : fadsft gamer Juret

ThEE Tghet T FHAFHTHT USTS Teheh! ThT GTATHT
STET e ST FRER J9 MEEE T TS | 99
IMETETE AED (UAE Dihram),THB (Thai Bhat), MYR
(Malaysian Ringit),CNY (Chinese Yuan) INR (Indian
Rupee), USD (US Dollar), GBP (Great Britain Pound),
AUD (Australian Dollar), EURO, CAD (Canadian
Dollar), CHF (Swiss Frank ), KRW (S. Korean Won),
JPY (Japanese Yen), DKK (Denish Croner), HKD

(Hongkong Dollar), SAR (Saudi Riyal),etc. foreaft
HaThT T2 HRER s | fagwmr ueT S fammeft
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2 e SRR : Yo f arfiwea faimes

g1 a1 @iEHET Aawight ™ AW AfaeEE g, 9% dd
Pamr fagwr ST aTg-o1mT, fagsft gaT STawe W
FIIEEATE TRl Fiaem T T I8 I9 @ g
TS |

(%) Cheque Clearing ® FR&R : fafy=T Sehgear
Cheque && Nepal Clearing House HT%d RIS T
rafyd ErdrETeTeEh! @ramHT G feer aremere
WﬁWWIWCheque%@Wﬂzﬁﬁﬁ
AT T g |

(\9) FHT FAT : T ITGTHT AR T Wbl & | 3
ITVTFRT HRT Qooo SHThT AT FFaeT faT e wuehraT
Tere wfasmmT Fa-aqIier 3T Yaqee RPN g8
U ST UTeshehl ATTEEITSH TaT fa qamdmr smrar
TR B |

(z) TFeATERTel QaT @ I YEEE TRl SaTeh!
HIGT TTEhHcATS ITT TRISURT B | hITS-22 T HTT
e THT = TRTHAT Ao G gure quh © | 79
TSI UTeh STATS GlareiT AUkl & 9 T argeher-mT
HESAT YU B |

() Extension Counter : JTgHg&! HATATs STHT TG
AT GHISNT I S Extension Counter HaT
AT & | STSTHehT TRITSIAT 241 SATHT SHRISTRAT g
@ STIEAT SATTHT Extension Counter HaT fag JTSTeRT
STEATIHAT & W 3T Sohohl Tohl & |

(%0) Pension Payment : 95 fei fthepr </ < afgamar
TFlIRTOT T AT T AT WTAT @it U fe
AT qIR TfE T 3HIEEeh! STawehdl STTHRRT
qaT fat R TEEH I |

(1) ASBA, E-Sewa, DMAT, Mero share, etc : SGal
I FRIGRET ATeshehl TedelTs ST TET ErdmErer
UTgshehl DMAT @TdT @icd, C-ASBA @led e @r
TATHThT A TST3 TAT STHT T 61 TS |

(1?) Digitalization ®1 F0WT : I¥ IE@EE RTGS,
Connect IPs, IPS, Swift Transfer, TT, Mobile
Banking etc. ST RIER Digitalization T HTEIHETE
T TS | RITTEHT MR qiedr T 3MT el
FEcTTeRT RS TSR STETHT 5 Ut fa AT s s

T, S %M Digitalization & F¥e ST | Yer=geme
JATTRT ToHH GTATHT STFAT T4, TfETR AT TR T, gfad
USTehT ISR, T 1 9313, Cheque Clearing T
FIEE FHAT fa AT 9@ 7 & |

(93) Internship 1 gfaer : 78 sRamT faf=T Hersewere
fermeffe®et internship T TG U T S | HRIAR
AT TTSTHT TohT ST I SMEraTe ayar 9t faamefies
AT TGS AT g T |

(9%) FHATHT TSR : FHHhT TH(q Bl Fh Wohl
€31 99 IMEMT FHaHEER! TR qH i T
T T Tl T B | YT -Ye-uish qaehl T Jaeeh
a1 HTHERT AT o, STet TaT T feeraitar
IS | FAT FHATIETEDT HT T T 1Y FHeT SHAT
FUAMIR STV WIS gaT Hifrd  sHuTEe
TITERRT IcaTaehed 3cATa §aol hHaRIRT TIewhITerT
TrreteRT wmTord g |

(9%) 31T GIaUTEE : FISHTSIhT HreT ST feTTATSITAT
AT IT ITRGTHT HISHTS IR 3T STRATeRT TTEeh el
IYHT AT SIS ST TTeshel T IS <
TS, ThH TehTed, STHAT T, shotarrerel} shTSTId 31T
JTRETHT Y3134, KYC Update TH, T 9, ThH 5T
T, e SRR MR fdaT T8 SraTee der
ITAS TS |

fafgeesr geg T FRie faeTeesiiel SHmgiere
TouTe ST S | 3Tg|T 3eiehl Wiqeqeft sfers
FRIGRAT FEAGeed aT feg TEhals 8qe s s qed
AT HRT, fTenassit FeRd @l & | qof aeiy
T FodTield Tk W BUhRT S e ST
S Trgut AuTcliEEeRT AT Ak & | TH FhaTe qTEshn
STCHIRET 38§ §a = U&IelTs SATeHdTq 18 qvgut
e HEIUIIEE T SaTeeEaTs SATHIUTRT TITE
feermeT feat vmEET T ST we 3Tt ATt IcdeRT
SUAELHT G ITET HREAd THRaR Ffderadr sh s |
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Ismasi dfbsan fadier IRRATI ﬁ
fddi=r TRa1o1d! 9ffdiapI ‘

mﬁamaﬁm

DK

AR fhg

T BRT ekl dfhedTs Tahishd TR SHATaTs SThs
HAT IUCTSY TSRT AT T farehTeehl TTYhaTahT EUHT
TR g STddeen! fasheET Sfrs &5l Wdeias
IS AT ATEehariehl Hawaqul W{HehT ohl & | T,
qrHioT T g A TIEET ST Jufefaers fawar Tq
TR T afafrres dfers daT ae urefiens e T, g
T yfafeRl JREThRd W Sfheeh! SRS IS
FEIS AT JEATh! TR hegehg a1 Teorg STTSTeRT
Sfshe 3TavIehar 21 | 3N HSHIIAMT TgEehah! STaEATATS
TSR T4 difhg &kl O G, foar T @ |reeeh]
TTER STINTEIT ATeshantels geagesd T U ST
YA TRIS VT T S &rsiehl aTfereaa™d & |

T T Sfehel STRY TEhT .97, T8 7. [/ 00% AT 0
faretter omeeh |TeIoT quT faeier AreRaTerER SrETT TRt
T | 3t FATEITTER JSTSIqU= YT HETesel THaht,
§[ooh, SATSIEY, THTET GaTgen e T fafer arearerare
AT TRAT T &7 Sooha TNehl & | aATT I8
TESeRT ST~ AT =T SUShT HR0T STfed &HT
TR Teh HaTehT STTHfA TTeieTieh &rsfeT 7T Tehshl & |

AT ST TG T BTkt GiGshd! TTesh g, | Sa@mIeh!
YeIRT STTURAT UTEheTs sh YT, st O @ el
IUIIHT W= | sk o Taxier demehr gshar femderdt,
FOfl, VAT, Teive TG de UTeh G | HTeeh gehT T
T AT VAT, IcATGeh a7 TarshaT, UTeehdl T Hoof STEdT JaTe®
& Sl © | TURRETET, TRTHIhT T HHERT ST 1eh TTesh
G Y §aT I T ek, FH, AT ST1TE ST 7Teeh g |
aTeeh fovTSeTs 881 o QAT Teeh, Waedel sfeRe
RIERIEC

e SATETIHT HESUS &, STEfeHT SAqETehl Hed e
g T dfehad | o EE aeRnT IR §9 | ol
TEehalTs SATTHTiIsh dTvhaR i W= TR | 7 a3t ar
Treprrer g kT, 9T o1 o iERRRT Rl AT
TEAE T T Sehel SRR T SfHATETE dee fasr g |

* oz d aor fadiT ger

qad el e I U SFER e g SRl B |
TTEhels AT EUAT AT T Ga & | q@d et
Tl TRAThATIEE ITeeh TaTdt iad §Iues | SehmT fafyw
WEFEE g | T YaTe 7T L, wfafer qur arem fafv=r
G T | T TTEsheT §-STAEahT HTEAHETE  shilel Ufeuree
AT FleT AEEAAE T FHoel UcTeT TIHT FHISEE JaT
T NIRRT §-] | STTSToheT Sioha®el UTeshehl STEATITET
STHT MEFEE TR e | Hepld, STa, o, U=eH,
T dF qur foxfr demeeer mesRRst dfifd qem aeg
FARIIGS | FTEh SHATATIHRT IUTIhT L &l ITeehen!
TRAT T YT T FHERIATS TTehis ST, TTeehells
A-3113e fesire, wdtererT, 3T ey, fasy o, sienes
arfeent 3ferq ewmeRT A wmutseRT, fawH, 3w
3 GiTeITenT SIaeT U gebranfesht, 3fed, figer T sl
[T, UTeAT YOTTelt, T SaeR, ST6e dTeteed, J8ant T
TGt SEEr, fesient nir faat aefiar yeere Efaer
Ter e fare aefiaed i Ude | JUTe Shel Tud
YITEATS GeshrdiadenT 4aT o araremT a9 feprerrs
Fréa feuent ot aT BEHTERUTRY JHehT SATVTE 13T Heheh!
el

BTl TUTeT EhTeh TolTTHeaT T Tkl Seh T 317 Teh ST IehT
o quT fadiE & TNURT Th ST IIER
FHUTRT dctiaed T T9uh], guaar Fr grred g
FHER T SANT WU, dfehs T aeent, ot ufsear
wfafererr IwiT T e Afsheent U e qmafy Tt
TG GREhT 3TITGHT TfCUR TTRIdehT Tttt eiehT far
T, TG AT THIHT TWURT FT GHT SATTH
ZS | AT TTEheATs I UreitHeha T Tt Sifere &set 3=
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YiafmThd 20 HUeTehT Jfshs, BreaTenTelld, ETesTieh forgTeh
femr S @i, 324 feTont Sfohs YaTes ST TR
FRI-aITAT TR & | O UM Uh SATEIHRT AR
TTEshel HAWITET Sfehs HTATATS Bgeh! &t T S Ui &
I UTSUGhT & | FHHE 2% TegalTe, 3% 3T ol UL, %%
ATeh{cieh EHHT IAATIAT AR, 1% Sherehl TAHTIEHT ST Y,
Ry I IR U, 20% & Toehmrdy UL, <<% qar
TS T FHARIEECT IHTeEeh! STTTIHAT YT TTam T T
T M Hiees ] T Uil YeTdeh HEIT Bigs |

Teshel feuant gepTeRTgaR fasiy i e &emr T
FHARIGE Teehen! THT dieall ggary, afe dfear Juft g1
g 9 A1 At GoET TR et gTHT ITEehENT B
W AT YEIE a1 Ta ? Ueheedl aifaiedr qure
I Ieeeh! HU g, ATERUET 3HEE quisel &
fas TET 9T & Tedt/ Sfesw TR W= iR 5 |
HEITATS TRehT eIt AT quie Sfeeats Jhd T
THES | 3HIeE ST gl e UhT U HIT Wegd
TR AR 9 1T Ui TS 98T g7 |

IToIfer Hiqua S ITEMET FF FE W SfaT AeHeE
THIS TITHehT ST S fohmi TTeshel ferteeht
AT HHTRIhT HTHT s L HATAT 9 3qehT o1 Tafgs—orer
TG, 3TE slicaTales U T e ATATRUT IS | Th
ferreft, Sl € Ofeerr € ST wfecy seq ar faae
T | faiesatts Siee Terd B W Fiecd TR |
fofeeas Iafsia mier Terrerss Ffae fgamr &2 g
ARG | 3TEh! TaaReTTs THIH THEI, TUTS 7ol §ag-d MK
FHigcs TR | TSI TTeeheh o deshiel 3TfedTs
TUT TR | e TS HehRIcHeh AfaeT feetsT & |

FAhT TAT WAEATS B T HUes | gugor, gfaersar
T TR TTEREs aeR U8 gumeqent dF faeer g,
s/Ears (devotion, discipline, dedication) fr &t uf
] TR | FEehT T SATIRTIGR FUHT T TSR ke
STEATIRAT T TGRS HUHT FHah! g5 AT Tare |
Sfere arenl @ ot dIq UTee T U §aT SHieEen
e YamfaaT sifergent hoa-many 7 afde |

fa=tiir averan < ferefim dweromt witew

forfter Tmerar T o< dweroer et Afwewr famm
T &1 TR iRt geH B | fava sTiie Hewmr TRa
forciar amerar T o GTETUERT favael HETT UIST Teie!
@ | foxfrr aremarer g i SATHET woaRr oM qur
forfr Ara aom arereRr, faxfrr ammT SeaTfeq aqeRT ST
gt Tl fademfl SuaT e fafr T 3 fems | wifia
A T GreehT 3Toan ITANTER T aiT HaeTeRurars
STeRt fat T emieler 3=1fa T I, T T et YeW s
forftr amerar wivs | foxfiwr omesh HTawoT ST TTEEReRT

T-gfte T aTehT TRATS U SH13S ST T HdfshT SRAT
TTEhells T SHHHT fageht T SHiewatts Fgwbent FT
TErhTS UfSHAT &1 | STHITHT Sohied HTEvT, TR &, TTeh
HTERAT, STHIHTRT TEdehT ATHT SISTR STTHH, HaT qIT SEgeh!
Fafter SATETCAT farvie T TS TH STTEL S 7T, Tkt
ST HeHT T3, THaerdt dameht afteredar e o faxfer
ITesh HTEI0T Wi | qunfy Sfrs ST 81t Ii STdihier
Sifere TaT T GEAT THIHT TUTIET T WIS feRfawaTe Tgar
T W e iyt wrseemr Hfard srEer Tgge
sifere Tt TeehenT favaafrdmaT = T 31137 Ta d
Freeere T1ehTr TRt ¥ T g NS |

Torctr ameraTes foxfta =rqar aur foxdia farement @ fom
Al | TEeT JAT T JHHT TR STHRT e TEs |
HTRET k! T aoiesh! et TgUanT T, o Frfa
FITATHINTH FERT UTS T, STHTIRT AT sifehgehl TTa
WUHT ShalTe ThH T T, ShAT T S=d T ST SIS,
HEATETE IeTGTHEA HTIehT TAINT 0T TEdNT feiy aTrIaent
AT TTEeh T FHTERUTETs ST fag = fatter amemar
2 | AT HRIHH TaTe™ deehT ATAaTieehIS g Fhetsl STEIa
T fhaR-fremies stfecieta T foxfier wrREwR T fommemr
e T YA el 3T SRR T TR0l TehTaT dehaT
ofeh T fareiier HETehT SISTR O1G 3T Jhg g S Thiaw o
3Tehidth ATERAET sifeheen faermaamd g1 & |

TSI U HETEET SATHT ATEshelTs WG 7T HeTedenT

TS {EIT Tl TehTIhT TaRuT TTels i-eh EHT STHERRT TSI

& | % faawomr faxfer ST qu SueRtuTEEeRT Afafed drT

HESTT SIS UThT Ue Tl THTaST Teh! §Iu- &

g JUTET T Sfehehl 3.9T.FETH . 22/ 0o\ HT qHA e

TTUHRT & | STEHT -

(F) el WM T foxfl &, T TR @aT 0a
For T o Ut SHeReT age
fqeRur/gieqsT TR T OTeR TF OIS
YA g T TSI & |

(@) TSR faeruee Ge T Etel Te T ST
fafad T GEaTEIRUeTs STHRERT TWRgAH & 9=
Il B : TaRT=T Yehment @rar T Aravaeeft foremor,
TTEhHATS UG TR Tearefar SamaT AT I[oehehT SRR T
o T faf, ST R S[osh, Feufier THIET Sl
BT TRAT Sfehet 7T R, faetrr [oeh, ST
AT T HHT, Tt wehTenT gt e aeamarereeit
T el STAARH T Tdehdl HRIREHT SRR
YA TR T HATHT FRITREFET  STHehRT
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TEshel 1o ®UAT fod T e wrefeud

TSAUS U SeTel fHasgs & W= el

TTEhiT SfereT o 24T YIS WA 31cgfth e |
STHT TTEheeds U TS Hareraft SR ar
AT TART T AT X L € G0 S | JSTSiaus ured
HEITS JA@TE T g1 a7 SRR SaaTEroT JTesheee
qieTel Je T UG T G0 © | SIS ATIGh, Bk egiel
HETT T HT&T THUHT Afhelrs fa9is yrerfiyendr fog aest ®det
TTEhEECTS [GRIY IS Aleh! HaT fagur & | ATeehenT fardiar
HaTehT TATHT HEBIAT T=HT STeR T HaT 98 T et
T qObIAET Sfeatad Yoo, SATSIET T TdesAT qied-
§aT SSTSAUS T HEITel | ATehlls STHeRR
TSI & | SSTTSIaus UTed HeTel e @rar @ieal, =
STRT Tet, G e e, ETaT @ieteh! € HiediS T
g 7T, Wede féar a1 urhiash ARl g R g8 AR
U] TEeTg HaT JaH &l JTeshale H fenfement
Aok T aree & | <k, faet, U-97St amrd e i
Tarfier SuehRTuTehT HTERTRT ST WTATHT ThH STEAT TaT el
YR Sfeatiad qvqul e 3 i JTesheh! WTAHT
ST T © | ol fofer SUSRuEER! FRIGRAT A
FHT Yok WUAT el SR TeheTs AT §9ET
TRTE UTesheh! WIATETE g2 &I0T foagus & | SSTrorqusy ured
TEITS  STHT TTehe®ells 3= deT/ fermmmhd &
o g A Samama @ G/ HErReETs !
U AT S& g T daT ooh 3G T UIgY &
STEAT ST TRET UTES |

S quT Taiir TEITeT UTeshel hsiiehT ATHT fae Teuayemq
1T Ef1epfaehT HTHAT TR TETeRT sRad URTTHeh JaT [osh
o T & | O ol STRa MUY STEEITT J%dT ook
qeehTel ATeeheRl @TATHT fhal Tifaga & | SSTTSiaus ure
HEATRT o1t HRIRAT Tel A JehT=t Y[eehehT HvareemT
el Yo TaT T TRBIAHET T 9T 3eaid T @ |
FATITEIATS T ST oI FHTERUTRT AT GIaTs T

e STEY : w9 S aTftiRieaa e

TR ST NS ST a7 AIaT TRt STfeshrieTs
THTET g SRt diegee © | @ SRt dfenuen
HIS-LHT AT ST ek SRR fau & | SSTSTads! UTed STl
HTFT FRiheenT faxiia AraRararardl FREsw Tfant
AT FHIGRT TEhT §IUGS | SIS U HITel STTohel
Te T ferfier SaT glaemshT TrsmemT GeaTeRueTs geted
TR SaeT T | foxftr amerar sifwgfeg i faxdrr
JUTEHIETs To13 g=Te- @Tetenl TagiTae o gerTesatts
ArcaTfed T © | SSISTauS T HETel JTeshe farfer
FRIGR T SHHAT JTEhoh! ATAETIh GaATaEaR! M-
FIH T S | HTEhRehT MURIAT | T T qe
TaeveE T fewTe-ferarer, @raT, S, ST T TR
foerur 3 ST ud eFfushd Sfhars faggeT |
T SIS ST ATed THehmr AT HEITeTs credr
Toaor o s I awITer ST Jeh! Wi & |

Tareiter ATeraT STvRITeRT Tt wareht &9T fariter =T, feiter
e, ferfer TrmmarsfieRtoT T farfter aemerdientorers fergushr & |
forfrer Trerar stivEmeTg 1T Teey faafaemT JuremT
ofep e fordtr ST qeIT TR deraTe aud fafaer e
HeaTe WUt & | fafu=r awemr yenifera difzew Hifaer
T foxfiTr GTeror aem drerdreTs siie feust & | SutemT
forcfier TTeraT e ¥o Hfqerd WIS el TRl ek quT
forefir Geemel geta: STemiad T oTfed EWHT IW &mwT
STeTUfeT T T TEeheRl T sfaes | Tt TRt
AT WIeTge siehg STTURUTATE SATCHET] o 7T faf=T
&ISTERT T3, oI, 2T TS Siiohs T T JHeh! FANTeRT AT
g1k T FEEINE I fagues v fa<ia e
AT 3ookg THUHT Joch qAT TaTehT STEI: FHITH,
el vy fedeiar daqw afedeh! dare! sTafEREdeTs
oo ot forfrr HEemeRT FHART STTeHdTq Twee | aae
forfrer ameman, foxflr ugw, frerer T Rl way awEsft
HaT ATEeREt feheshT Heaue g WA FHileh! famid TeraT |
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JUTART T, o0 SR WsHSUS @7 diaemene
THafera U T FIgeE ot wRT=—AT ST Tt
U YThHT qT HETE U, 004 AR WThT & | 4T
TSl GeJehehl 0T S[ThIHT, THTINE qoT H&iie Jurefie
IS5 | AT UFehT T % & FHITTH TUTel UL Sohel SATTTI
TafTom T T T ERAT RS BT AT BT
fafrmraedt, 2000 TT YT Ut forteror qer gufaemor
fafrrmraed, 00 o STFATTUS U e BT FoTTet
AT T QT STBHT AT UG T Te ST TEhT & |
HEAT AT Sehferer g I, THTINYH a7 HEATe shTiehT AT
JTgeh TR ThAT-RETs HesIohul T+ 3URTUT, TEid,
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Financial Literacy refers to knowledge and
understanding of financial concepts and risks, and
the skills as well as motivation and confidence to
apply such knowledge and understanding in order to
make effective decisions across a range of financial
contexts, to improve the financial well-being of
individuals and society, and to enable participation
in economic life. It is a combination of awarness,
knowledge, skill, attitude and behaviour necessary to
make sound financial decisions and ultimately achive

individual financial well-being.
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Need of Policy Coordination to Mitigate
the Effects of COVID-19 Pandemic

&
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Context

The outbreak of the coronavirus (COVID-19), which first
appeared in China in December 2019, has simultaneously
caused health and economic crisis all over the world; the
shrinkage in economic activity is extraordinary in recent
history. Containing and mitigating the spread of the
coronavirus has honestly been the first urgency of public
authorities in every country so as to reduce the incidence of
the disease that COVID-19 causes and hence also limiting
the pressure on health systems.

Rich and poor economies have used fiscal and monetary
policy measures to finance the health response, provide
relief to businesses and people, and inject liquidity into
their financial systems. Economies where inflation has
remained low have used “helicopter money” (An idea of
economist Milton Friedman, to increase a nation's money
supply through more spending, tax cuts, or boosting money
supply), along with quantitative easing or direct purchase
of government debt by centralbanks. Advanced countries
have stepped up spending and used monetary policy to
mitigate the blow of lockdowns and other measures that
have closed down businesses and left huge numbers
unemployed.

However, for developing countries, response to the crisis

more influentially, such options may be more limited.
Developing countries face huge financial constraints on
their ability to do whatever it takes to stop the spread
of the virus and provide relief to their people—many of
whom work in the informal sector for the hand-to-mouth
existence. Furthermore, the poor in developing countries
are excessively affected by infectious disease, and hence
the need for government intervention is not merely
efficiency but equity. To finance efforts to contain the
virus, possibilities such as raising taxes, printing money,
or borrowing are limited. Most developing countries
face actually expensive borrowing costs in international
markets, and in a situation of already high level of debt
denominated in foreign currencies, the international
community plays a critical role.

Hence, to reduce the health and economic effects of
COVID-19, there is a need for a greater cooperation
and collaborative efforts within a country, among the
developing countries and between the developed and
developing ones. Cross-country cooperation between the

* Professor & Board of Directors, Rastriya Banijya Bank Ltd.

developed and developing countries can help mobilize
a greater level of finance to low-income countries, and
group effort within the developing countries can also
generate more effective joint efforts at the international
level to mitigate the health and economic impacts of the
fatal disease.

This essay first highlights on few fiscal, monetary and
macro prudential policy options. Then it urges the need for
coordination between fiscal and monetary policies within
the developing country and also urges for coordination and
cooperation between low-income and developed countries
and international institutions to mitigate the health and
economic impact of COVID-19.

Fiscal Policy

Fiscal policy can effectively safeguard people, stabilize
demand, and help recovery across economies during the
on-going pandemic and in the aftermath. In this regard,
it is important to understand that the nature of pandemic
recessions is fundamentally different from ordinary
recessions, and thus require different policy responses.
The unique features of a pandemic recession imply that
fiscal policy during a pandemic should be inclined much
more toward helping those who are directly harmed rather
than toward increasing aggregate demand more generally.
That is, it should be aimed at providing social insurance
rather than broad incentive.

To face the adverse effects of COVID-19, most
governments quickly introduced fiscal policy measures to
provide financial support to businesses and households,
and to improve the capacity of the health sector to respond
to the pandemic. The magnitude of the fiscal response
and the type of instruments differs significantly among
advanced economies’ (AEs), emerging markets and
middle-income economies’ (EMMIEs), and low-income
economies (LIEs).

The objectives of fiscal policy actions taken up by countries
fall into three broad groups: (a) to deal with the health
pandemic, (b) to support households, and (c) to reinforce
businesses. Governments engaged in these objectives by
using the whole range of fiscal instruments, including tax
and expenditure measures, credits, and guarantees (Lacey
et al, 2021).The major fiscal policy measures adopted by
different economies to response the COVID-pandemic are
summarized in Table 1.
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Table 1: Classification of Fiscal Measures as Response to COVID-19

Fiscal Measures to Support Fiscal Measures to Support Fiscal Measures to Support
Businesses Households the Health Sector
Revenue measures to protectbusinesses Revenue measures to protect Individuals | Revenue measures to promote
availability of medical items
Accelerated asset depreciation | Deferral of tax filing (PIT, payrolltaxes, | Lower tax rates for medical
(CIT); Extend loss carry-forward for | property tax,etc.); Deferral of tax payments | items(import duties, VAT
lossesincurred during the crisis (CIT); | (PIT,payroll taxes, property tax, etc.)|and otherindirect taxes); Tax
Broaden tax deductibility (e.g., toall|and/or interest and penalty payments; Tax | exemptions/waiver/suspension;
business expenses related toCOVID-19); | rate reduction (PIT, payroll taxes,property | Other
g Introduce tax credits; Deferral of tax filing | tax, etc.);Tax amnesty (including for
g (CIT, PIT for self-employed, VAT, other | overdue taxes and penalties); Broaden
2 business taxes); Deferral of tax and/or |tax deductibility (e.g., forcontributions to
&~ interest andpenalty payments; Tax rate | health care) (PIT); Introduce tax credits;
reduction (CIT, PIT for self-employed); | Tax exemptions/waiver/suspension; Other
Taxamnesty; Acceleratingrefunds(VAT); Revenue measures to
Loweradvancepayment (CIT,PITforself- boostconsumption / demand
emPl,O,Yed)? Suspengldebtcouegt.lon Lower tax rates (import duties, VATand
activities; . Suspendaudit ?CtlvmeS; other indirect taxes and levies); Tax
Taxexemptions/ waver/ suspension exemptions/waiver/suspension;
Other Other
Direct support to businesses Expenditure measures for Health expenditure measures
Individuals
One-off grants to industries in Distress; | Direct cash transfers for individuals: | Supply of low-cost medical
® Income support Expansion of unemployment benefitsboth | itemsmasks,  gloves,  testing
| in terms of compensation andlength:|kits, gowns, face shields,
=l Temporary expansion of existing etc.); Supply of high-cost
£ . ; . >
2 beneﬁ?s such as pensions and|medical 1terpsventllators,
] healthinsurance;  Supplementary  ad|etc.); Targeted infrastructure
hoc programs(feeding programs, utility | investmentsto expand health care
waivers); Wage compensation subsidies | capacityExpansion of human
and enhanced paid/sick leave allowances; | resources; General
Other
Credit/ | Preferential loans to firms (andindustries) in distress; Other (includes
Equity |support measures forhouseholds and businesses);Preferential loans to
households
Other | Revenue increase; Other revenue increase measures; Other measures not falling into any of the categories

Note: CIT (Corporate income tax), PIT(Personal income tax) ;Source: Lacey et al (2021),p.12.

It becomes apparent from Table 1 that a number of short-
term tax and fiscal measures have been introduced in
response to the COVID-19 crisis in developed, emerging
and developing countries. Most of the measures have
focused on alleviating cash flow difficulties to help avoid
accelerating problems for instance lay-off of workers,
temporary inability to pay suppliers or creditors and, in the
worst cases, closure or bankruptcy. Measures summarized
in Table 1 are provided to support businesses, households,
investment, consumption and health care system in
response to the pandemic in Organization for Economic
Co-operation and Development (OECD), Emerging and
developing countries are summarized.

Though governments of low-income countries have
limited fiscal space, they should generate revenue, increase
spending, and promote productive investment. All the
policy measures need to be organized in a medium-term
fiscal framework (MTBFs) with transparent management
to moderate fiscal risks (IMF, 2020). MTBFs are those
fiscal arrangements that allow government to extend
the horizon for fiscal policy making beyond the annual
budgetary calendar. This usually covers the preparation,
execution, and monitoring of multiannual budget plans
and contain both expenditure and revenue forecasts as well

as the resulting budget balances that go well beyond the
usual yearly budgetary cycle.

The choices for fiscal policy will depend much on
country-specific situations. For low-income countries,
increased domestic resource mobilization will be needed
to fund additional spending whereas countries with
already high levels of taxation and spending may need to
reprioritize expenditure. The optimal combination of fiscal
instruments will rely on a wide range of country-specific
factors, including current levels and structures of taxation
and spending, the country’s institutional setting and the
preferences and feelings of its citizens.

The need to focus on domestic resource mobilization is
particularly central in developing countries where tax
revenues, as a share of GDP, are already low prior to the
COVID-19 crisis. For many developing countries, the use
of the tax system as a lever to finance their development
and the achievement of the Sustainable Development
Goals (SDGs) is a priority.

In addition to the above-mentioned reforms, developing
countries could also improve the design of their
presumptive' and simplified tax regimes in order to
induce workers and businesses to operate within the formal

1 According to Victor Thuronyi (1996), “Presumptive taxation involves the use of indirect means to ascertain tax liability, which dif-
fer from the usual rules based on the taxpayer's accounts. The term "presumptive” is used to indicate that there is a legal presump-
tion that the taxpayer's income is no less than the amount resulting from application of the indirect method.
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economy, broaden tax bases by abolishing ineffective tax
incentives for investment and inequitable tax expenditures,
and better use health taxes to increase funding of the
healthcare sector (OECD,2021).

During hard times the political economy aspects of tax
reform are rather critical. “Taxation has always been a
central issue in political economy because it is one of
the main activities of all states and a necessary condition
for everything else states do. It is the core feature of
state capacity” (Kiser & Karceski, 2017). Therefore,
major fiscal changes will require good policy design and
effective policy communication and consensus-building
if political agreement is to be reached. The externalities
of public finance choices (i.e., cost or benefitsof fiscal
policy change) in foreign trade goods and services
make international dialogue and co-operation urgent to
respond structural challenges. The attitudes of citizens
towards taxes will also influence how tax systems can be
designed(OECD,2021).

Monetary Policy

Monetary policy could play a significant role in mitigating
the effects of the COVID-19 but the nature of the use of
monetary policy may differ across economies in terms of
their economic condition. In response to the COVID-19
crisis, central banks around the world implemented an
expansionary monetary policy (Cantu et al., 2021). This
included sharp cuts of nominal interest rate and subsequent
rounds of quantitative easing (QE) and large-scale
purchases of government debt by central banks. These
actions were clearly much needed to avoid a collapse of
the economic and financial system, and reduce pressure
on the governments that were implementing huge rescue
plans aimed at preventing a wave of bankruptcies and an
increase in economic inequality (Brzoza-Brzezina, et al.,
2021).

A recent study (Brzoza-Brzezina, et al., 2021) provides
information on central banks’ responses to Covid-19 in
39 economies, including central banks of 11 advanced
economies and 28 emerging market economies. This study
lists monetary policy announcements and classifies them
under five types of tools: interest rate measures, reserve
policies, lending operations, asset purchase programmes
and foreign exchange operations. Within each category, the
database provides additional information such as maturity,
eligible counterparties, types of assets and the availability
of fiscal backup. It also indicates whether the policy tool
was newly introduced or had been previously used.

Monetary policies followed in advanced and emerging
economies are not independent of each other. The global
monetary policy and its shocks play a persuasive role
in determining domestic macroeconomic conditions
and monetary policy. In addition, trade and financial
integration among countries fosters shock transmission
and creates the fear of a financial contagion. Hence, the
effectiveness of the domestic monetary policy will depend
on shock transmissions from other economies. Due to
this possibility, the adoption of monetary policy with
macroprudential measures could improve an economy’s
policy effectiveness.

Falling inflation and output in recessions usually require an
easy monetary policy. Pandemic recession is a mixture of
endogenous reactions and administrative policy measures
aimed to limit social and economic interactions, and hence
the spread of the pandemic. From this point of view,
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an easy monetary policy (loose credit policy )could be
counter productive, because it could increase speed of the
epidemic and bring about more casualties. So, central bank
actions may not be efficient at fighting COVID-19 but can
relatively effectively limit the economic consequences of
lockdowns if they are introduced on an appropriate scale
(Brzoza-Brzezina, et al., 2021).

Macroprudential Policy

Financial system plays a vital role for real economy
and a healthy economic growth by funding for the best
investment opportunities, promoting capital accumulation
and improving the distribution of risks. In the 2007-2009
global financial crisis, international financial system
experienced extremely rapid and unsustainable growth
which led to a series of macroeconomic and financial
imbalances. This global financial crisis, through its
extremely serious effects, has emphasized the vital need of
macroprudential policy, which has the role to support the
entire financial system and to reduce the existing risks. In
general, “Macroprudential policies are financial policies
aimed at ensuring the stability of the financial system as
a whole to prevent substantial disruptions in credit and
other vital financial services necessary for stable economic
growth” (Yilla & Liang,2020).

As regard to the financial instability caused by the
COVID-19, macroprudential policies could help maintain
stability and reduce systematic risk in the financial system.
Accordingly, a broad range of macroprudential measures
help enhance bank capital and liquidity, limit foreign
exchange exposures, and prevent risky credit. Moreover,
macroprudential regulation reduces the sensitivity of
domestic credit to global financial shocks. This claim is
in line with the hypothesis that a stronger bank balance
sheet leads to a sounder credit supply. In addition,
macroprudential regulation stabilizes nominal and real
exchange rates as a safer financial system that reduces
currency premium volatility (IMF,2020).

Macroprudential regulation will help control fluctuations
in exchange rates and capital flows that may weaken
financial stability. In this situation, monetary policy
along with macroprudential regulation can reduce the
negative effects of the COVID-19 and promote higher
economic growth. Hence, a possible channel could be the
adoption of countercyclical monetary policy along with
macroprudential regulation in response to global financial
shocks (IMF,2020).The accumulation of reserves through
macroprudential tools can help absorb shocks and alleviate
financial stress on emerging economies as the central
banks are capable of dealing with currency depreciation,
default risk on external borrowings, and capital outflows
(Hofmann et al.,2020).

In a low-income developing country like Nepal, prudence
is also required to manage the supply and demand of
foreign currency. It has been pointed out that to avoid a
run on the domestic currency from the expanded money
supply, governments will most likely have to set up
controls on transactions in foreign currency. Diaz-Bonilla
(2020) is of the view that the government must be able to
manage foreign reserves, calculating the cash flow needed
to finance the imports of food, medicines, energy, and
other basic materials for at least six months, while bearing
in mind the net flows of external debt.

In time, COVID recession exports of many developing
countries will decline in price and quantity due to lower
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world demand, and remittances will also be affected. In
order to address that shock, developing countries require
maintaining an official exchange rate valuation that does
not discourage exports needed to finance crucial imports
and other external flows.

Policy Coordination

The spread of COVID-19 shows the importance of policy
coordination. Policycoordinationisessentialbothinnational
and global level to mitigate the effects of the COVID-19.
Policy collaboration in domestic and international arena in
times of pandemic allows governments to pool resources,
knowledge, and experiences from across levels, areas, and
organisations. Consequently, policy effectiveness grows.
In regard to domestic policy effort, policy coordination
among fiscal and monetary policies, and macroprudential
rules could effectively help reduce the economic effects of
the COVID-19. In countries with multi-level governance,
policy coordination is much more needed for national and
subnational responses to COVID-19.

Monetary policy aims to maintain price stability and
manage liquidity whereas the objective of fiscal policy is to
boost aggregate demand and facilitate fiscal buffer (Fiscal
buffer is the fiscal space created by saving budgetary
resources and reducing public debt in good times). A cash
buffer is the government’s safety net against cash flow
volatility. The major objective of macroprudential policy
is to ensure financial stability and avoid systematic risk.

Fiscal, monetary and macroprudential policies have
different tools such as loan-to-value, debt-to-income, and
leverage ratios (macroprudential policy); cash reserve
ratio (CRR), statutory liquidity ratio (SLR), the repo
rate, and reverse repo rate (monetary policy), and tax and
discretionary countercyclical measures (fiscal policy).

Due to lockdowns, social distancing and closing of borders
to contain spread of the virus production and business
activities got nearly halted. This lowers government’s
revenue collection from taxation but government has to
continue its spending to support businesses, and help poor
citizens. Government has to borrow from domestic and
foreign sources to finance its expenditure. Central Bank
has to manage government borrowing from domestic
sources.

The magnitude of economic costs due to COVID-19
demands within country and among countries policy
coordination to respond the pandemic. Developing
countries need more financial aid and influence in
Multilateral Institutions to overcome economic destruction
of COVID-19. The lower-income countries require debt
relief, access to concessional financing, and greater
investment in international health system. As developing
countries are disproportionately sufferingfrom COVID-19,
they need more comprehensive financing assistance in the
aftermath of the pandemic. Moreover, a need for global
coordination exists in health and medical infrastructure as
well as in trade, finance, and macroeconomic policies.

Conclusion

The COVID-19 pandemic has put an extraordinary
challenge for both health and economic policy. These

historically extraordinary times require unconventional
responses. The health and economic aspects are strongly
interrelated because policies that aim at controlling the
spread of the disease, like various forms of lockdown
or isolation, have mostly negative effects for economic
activity. Besides, governments in many advanced and
emerging market economies applied fiscal incentives
of great scale to prevent continual loss of production
potential, a wave of bankruptcies, financial instability and
an increase in economic inequality (Brzoza-Brzezina, et
al., 2021) but the scope of such huge fiscal initiative in
low-income economies like Nepal is limited.

During uncommon time as of COVID-19 pandemic,
fiscal and monetary policy approaches should be used
with prudence to finance specific public expenditures,
such as cash transfers and safety nets for the poor and
vulnerable, certain public investments, and to keep firms
operating. The international community must also step-up
cooperation to mitigate adverse health and the economic
effects of the pandemic in developing countries.
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1. Introduction

The Nepalese banking sector has undergone tremendous
changes in recent decades. It is one of the sectors which has
flourished after the adaptation of economic liberalization
process. Private sector involvement in expanding
banking sector has remained very impressive, resulting in
substantial increase in the number of bank and financial
institutions. Recently, considering financial stability,
Nepal Rastra Bank has adopted the policy of consolidation
since 2011 by introducing merger and acquisition bylaws.
As a result, the number of BFIs has been declining but
the branch expansion is still going on which has helped
increase access to finance in the economy to develop
inclusive financial system.

Since the beginning of 2020 AD, the world has gone under
the grip of Covidl9 thereby paralyzing many economic
activities and sectors for a long time. As a main sector of
the economy, the banking sector has to bear the impact
of the Covid 19 also as a first line of defense. With the
availability of the vaccine against Covid 19 since the
beginning of 2021, economic activities have started to
recover. Emergence of new variants of Covid 19 has,
however, still been posing serious downside risk to the
world economy and so is the case with the banking sector
of Nepal.

In this context, this article attempts to explore changing
landscape of the banking sector after the emergence of
Covid 19 along with other emerging challenges so that the
way forward can be devised for sustainable banking sector
conducive for banking as well as broader financial stability
in the economy.

2. Changing Banking Sector Landscape

During the pandemic period, consolidation process was
kept ongoing resulting in decline in the number of BFIs.
As of mid-March 2020, there were 161 BFIs including
27 commercial banks, 23 development banks, 22 finance
companies and 89 microfinance financial institutions.
Though the number of commercial banks remained
unchanged, the number of development banks, finance
companies and microfinance financial institutions declined
to 18, 17 and 69 respectively as of mid-October 2021, so
the total number of BFIs has culminated in 131. During
the Covid 19 turbulence, the substantial number of MFIs
merged each other.

* Executive Director, Nepal Rastra Bank

Despite a decline in number of BFIs, branch expansion
activity continued even during the pandemic period.
As of mid-March 2020 (Falgun 2076), total number of
commercial bank branches was 4219, that of development
banks were 1213 and finance companies were 239. At that
time, branches of MFIs were 3969. In mid-October 2021,
the number of branches of commercial banks increased by
14.3 percent to 4822 and the branches of MFIs increased
by 24.4 percent. However, because of merger, the branches
of development banks declined to 1036 but the branches
of finance companies slightly increased to 243 as of mid-
October 2021. Altogether, total branches of BFIs including
MFTs increased from 9640 as of mid-March 2020 to 11039
as of mid-October 2021, a growth of 14.5 percent in the
period of 19 months. Such an expansion of branches of
BFIs has helped increase the access to finance even in
remote areas of the country.

BFIs has broadly survived from the tide of Covid 19
pandemic which has hit the economy severely. Several
months of long lockdown measures hampered the
economic activities badly. Because of that, borrowers'
ability to repay loan deteriorated. However, due to some
regulatory relaxations, BFIs have so far seemed to have
managed the impact of pandemic. Their capital adequacy
ratio has remained well above the regulatory requirement.
Core capital to Risk weighted asset (RWA) ratio of BFIs
(A, B and C class) and total capital to RWA stood at 10.56
percent and 13.53 percent respectively as of mid-October
2021. However, these ratios are slightly less than that of
mid-March 2020, i.e. 12.15 percent and 13.97 percent
respectively.

The ratio of non-performing loans also remained subdued.
Compared to 1.77 percent as of mid-March 2020, NPL
ratio of BFIs surprisingly further declined to 1.37 percent
as of mid-October 2021 in spite of passing through Covid
19 turbulent. However, NPL ratio of development banks
and finance companies marginally increased from 1.21
percent and 6.67 percent to 1.46 percent and 7.84 percent
respectively during that period. Regulatory relaxation
helped to maintain NPL ratio low even during Covid 19.
Following the direction of NRB, BFIs have extended the
payment period and restructured as well as rescheduled
the loans. More importantly, the provision of not changing
the classification of good loans of mid-January 2020 even
in mid-July 2020 although principal and interest not paid,
contributed to maintain low NPL ratio. Nevertheless, the
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quality of assets may have deteriorated because of Covid
19.

The number of deposit accounts continued to grow during
the pandemic period. As of mid-March 2020, there were
31 million deposit accounts of BFIs, which have increased
to 39 million as of mid-October 2021, a record of 26.7
percent growth, mainly promoted by new entrants in stock
market with demat account which should be tied up with
the bank account. Similarly, loan accounts also increased
from 1.5 million to 1.8 million registering a 20 percent
growth. Though improving, access to credit is still not
enough as reflected by just small number of borrowers
enjoying the financial resources in terms of credit from A,
B, and C class financial institutions.

Because of the lockdown during the last four months,
private sector credit growth of BFIs remained 12.6 percent
in 2019/20 compared to a growth of 19.1 percent in the
previous year, i.e. 2018/19. Despite the disturbance by
Covid 19 in the first and last quarter, the fiscal year 2020/21
however, registered a 26.3 percent growth in the private
sector credit flow unexpectedly, caused by the availability
of abundant liquidity and low interest rate.

During the Covid 19 period, the composition of BFIs
credit has marginally changed. The share of credit to
agriculture sector slightly increased from 6.91 percent in
2019/20 to 7.77 percent in 2020/21. However, the share of
credit flows to production sector and construction sector
declined from 16.34 percent to 15.42 percent and from
10.64 to 9.86 percent respectively between 2019/20 and
2020/21. Similarly, the share of credit flows to wholesale
and retail sector also declined from 20.29 percent in
2019/20 to 20.05 percent in 2020/21. Though the share
of credit flows to service sector also declined from 9.16
percent to 8.67 percent in between these two fiscal years,
the share of credit flows to hotel remained same at 3.49
percent which may be due to the continuation of hotels
under construction.

If we look at the productwise credit flows, the share of
term loans, which increased to 22 percent in 2019/20 from
19.30 percent a year ago, remained stable at 22.34 percent
in 2020/21. The share of import loans, though declined
to 4.24 percent in 2019/20 from 4.37 percent a year ago,
increased to 4.93 percent in 2020/21 because of increasing
imports. Import loans registered an impressive growth of
48.7 percent in 2020/21.

The share of real estate loans including residential
personal home loans declined in both fiscal year 2019/20
and 2020/21 to 12.7 percent and 11.5 percent respectively
from 13.2 percent in 2018/19. Margin nature loan, which is
provided against collateral of share to buy share, witnessed
a whopping growth of 110.8 percent in 2020/21 compared
to just 11 percent in 2019/20. As a result, the share of such
aloan in total loans increased from 1.54 percent in 2019/20
to 2.55 percent in 2020/21. Such a credit flow is one of the
reasons behind rise in stock index in 2020/21.

Though updated official data of saving and credit
cooperatives are not available, the impressive growth
of National Cooperative Bank (NCB), which is doing

wholesale banking with more than 14 thousand
cooperatives nationwide, has shown the tremendous
growth of cooperative sector in recent times. Total deposit
of NCB was Rs. 46.88 billion and total loan and advances
of Rs. 27.15 billion at the end of fiscal year 2019/20, which
increased by 41.5 percent and 29.8 percent to Rs. 66. 34
billion and Rs. 35.24 billion respectively at the end of fiscal
year 2020/21. Expansion of saving and credit cooperative
has made them bigger than development banks and finance
companies in volume of deposit mobilization and loan
flows.

3. Challenges

With the changing landscape, the banking sector has been
confronting various challenges in recent times. Some of
these challenges are summarized as follow.

Competition

The banking sector has been facing tough competition
within BFIs and with the saving and credit cooperatives.
Despite tremendous expansion of branches of the BFIs, the
expansion of volume of transactions of saving and credit
cooperative is also high and increasing. This situation also
shows that our banking sector has not been able to cater
the banking needs of some sections of population who are
members of saving and credit cooperative, though many
of them have been breaching the principles of cooperative.

Sustainability and Stability

Though the banking sector seems to have survived the
Covid 19 pandemic, many people doubt the quality of the
asset of the banking sector because of the impact of the
pandemic. Regulatory forbearance has helped to postpone
the due loans for some time without increasing loan
loss provisioning, because of which NPL ratio has been
unexpectedly too low. On the other hand, the profitability
ratio of the banking sector has been declining further,
posing the challenge for sustainability and stability of
the whole sector. Tough competition has created another
challenge of sustainability and stability.

Increasing financial access

Because of the forceful government policy of opening
branches of commercial banks in each local body, their
branches reached to 750 local bodies out of 753. On the
one hand, operating the branches in remote area is costly,
incurring losses. On the other hand, access to finance is
still not enough. BFIs are found more urban centric thereby
depriving the people living in rural and remote areas from
basic financial services. Use of digital means of providing
financial service can circumvent that difficulty to some
extent, but there is deficiency of digital financial literacy
in these remote and rural areas, posing also constraints
for expanding financial service digitally. Further, lack of
adequate digital infrastructure in rural areas is also acting
a bottleneck for increasing financial access.

Digitization and Cyber Security

The banking sector has been increasingly using digital
means to high extent in recent times to conduct their
business. As explained above, using it to further increase
financial access is expected and necessary, but there are
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several challenges which need to be tackled by this sector.
At the same time, while using digital means for providing
banking service, cyber security risk has emerged. We have
seen the advanced types of fraud and hacking up of the
data in the banking sector in recent times. Maintaining
cyber security has been costly venture for the banking
sector, which cannot be ignored to be trustworthy and
credible with people.

Liquidity Management

The problem of liquidity crunch tends to emerge time
and again in the banking sector. Because of the pegged
exchange rate system, any change in the external sector
is directly reflected in the banking sector resulting in
sometimes abundant liquidity and sometimes shortage
of it. Both excess and deficit of liquidity situation is not
desirable situation for the banking sector, but it has been
recurring. Our external sector is very vulnerable with weak
exports base and high degree of dependency on remittance
along with being highly import based economy. Hence, the
smooth liquidity management is also a great challenge to
the banking sector.

4. The Way Forward

Some of the steps need to be taken to tackle the challenges
going forward, which are presented as follow.

Increasing Access

Despite substantial expansion of branches of BFIs,
increasing access is still matter of concern because it is
not enough, not being accessible to people living in rural
and remote areas. Obviously expanding access to finance
increases the financial intermediation process which
facilitates the economic activities, needed for poverty
reduction and welfare enhancement. More importantly,
access to credit is relatively low which needs to be
increased going forward.

Digitization and Efficiency Enhancement

Increasing access through expanding physical branch may
not be efficient way from the point of view of sustainability.
Hence, the focus of the banking sector should be in
digitization process by using available information
technology. Already, our banking sector has embraced the
digitization process to high extent. However, there is still a
lot of room to move toward digitization. More importantly,
the banking sector needs to focus on cyber security while
using digital technology, and the use of this policy should
be through more efficient way. In the Nepalese context,
expanding digitization process also requires increasing
digital financial literacy, which is also severely lacking in
rural and remote areas where the access to finance is most
required.

Increasing Competitiveness

To survive competition, banking institutions need to be
more competitive enough and efficient to survive in the
market. Increasing competitiveness requires not only use
of advance technology but also efficient human resources
which demands proper management of staff along with
enhancing their capacity. The banking sector has to
manage the growing threat and competition emerged from
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saving and credit cooperatives.
Merger and Acquisition

Merger and acquisition are on-going process in the
Nepalese banking sector, which has strengthened this
sector with solid capital fund. So far, our banking sector
has been able to withstand two big shocks of earthquake of
2015 and the recent Covid 19 pandemic. Given the size of
the economy and number of banking institutions, merger
and acquisition process should be continued further. This
will increase the competitiveness of banking institutions
and help to reap the economies of scale.

Finance led Economic Growth

Compared to other sectors of the Nepalese economy, the
banking sector is highly organized, modern and efficient.
It has expanded a lot with the adoption of financial
liberalization policy. However, the real sector of Nepalese
economy is still far behind; as a result, the dependency of
Nepalese economy has been increasing as reflected in the
growing volume of imports, which need to be supported
by inflows of remittance. Hence, the banking sector
should move forward to create a situation of finance led
economic growth in Nepal. It means the banking sector
should take lead to increase economic activities especially
production so that at least import volume can be stabilized,
helping to raise economic growth rate. Without the growth
and expansion of production activities domestically,
sustainability of the banking sector is questionable.

5. Conclusions

The landscape of banking sector has been changing in
number, access and structure, facing through different ups
and downs. Access to finance has been increasing through
expansion of branches and the use of digital technology.
Merger and acquisition process have been continuous
lowering the number of BFIs. However, people view that
number of commercial banks is still more than necessary.
The banking sector has been facing tough competitive
environment and there is an issue of sustainability with
smooth liquidity management. Increasing financial
access with further digitization process by controlling
cyber security risk is obviously challenge to the Nepalese
banking sector.

To face the challenges, the banking sector needs to move
further cautiously by increasing the competitiveness
power with using digital technology, but in efficient and
secure way. Further increase in access to finance is needed
to expand the business for this sector and to contribute
to economic growth. Strengthening the banking sector
further needs the merger and acquisition process. For a
higher level of economic growth, the Nepalese banking
sector should move to create a situation of finance led
growth in Nepal by focusing on productive areas while
providing credit and expanding access to finance to
unbanked areas and communities. This is also necessary
for inclusive finance and society as well as broad based
economic growth. Regulatory policies should also be
conducive to make the banking sector strong enough to
face the emerging challenges discussed above.
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Impression Management (IM)

&

People have an ongoing interest in how other perceive and
evaluate them. For example, people all around the world
spend billions of dollars on diet, health club membership,
cosmetics and plastic surgery that all intended to make
them more attractive to others. Being perceived positively
by others should have benefits for people in organizations.
For example, it might help them to get the job they want in
the organization and once hired to get favorable evaluation,
superior salary increase and rapid promotions. In a political
context, it might help to get advantage in their favor. This
article is focused on how the managers and staffs can
improve their impression and benefit themselves and their
organization. Having the knowledge of this concept and the
strategies used for this purpose can be helpful specially for
human resource management in organizational set up. It is
the subject that has gained the attention of OB researcher
only recently.

According to Stephen P. Robbins the impression

management is defined as “The process by which
individuals attempt to control the impression others form
of them.”
Person having high self-monitoring personality trait (High
ability to adjust his /her behavior to external situational
factors) are able to manage impression better compared to
low self-monitoring person.

Impression Management Techniques/ Strategies
Impression management does not mean to imply the
false impression but sometimes, people use manipulative
techniques to create their better impression. The techniques
and strategies used for impression management are given
below with examples:

1. Conformity: Agreeing with someone else’s opinion in

order to gain his or her approval.
Example: A manager tells his CEO, “You are
absolutely right on your reorganization plan for the
western regional office.” It can be his/ her real view or
just a manipulative statement. Such statements can be
listened frequently in Nepalese organizations.

2. Excuses: Explanation of unpleasant/difficult events
aimed at minimizing the apparent severity of the event.
Example: Sales manager to boss: “We failed to get the
advertisement in the paper on time but no one responds
to those advertisements anyway.”

3. Apologies: Admitting responsibility for an undesirable
event and simultaneously seeking to get a pardon for
the action.

Example: Employee to boss, “I am sorry I made a
mistake on the report. “Please forgive me.”

4. Self Promotion: Highlighting ones’ best qualities,
downplaying ones’ deficits, and calling attention to
ones’ achievement.

Example: A salesperson tells his boss: Ramesh worked
unsuccessfully for three years to make the sales to ABC
company but I successfully sold them in six weeks.
That Ramesh wants to say, I am the best salesman in
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this company.

5. Flattery: Complementing others about their virtues in
an effort to make oneself appear perceptive and likable.

Example: New sales trainee to peer, “You handled
that client’s complaint so tactfully! I could never have
handled that as well as you did.

6. Favors: Doing something nice for someone to gain the
personal approval.

Example: Salesperson to prospective client: “I have
got two tickets to the theater tonight that I can’t use.
Take them. Consider it a thank you for taking the time
to talk with me.”

7. Association: Enhancing or protecting one’s image by
managing information about people and things with
which one is associated.

Example: A job applicant says to an interviewer, “What a
coincidence. You and my dad were roommates in college.”
Process of Impression Management

Like perception, impression management also follows

the process. It is also cognitive process- psychological in

nature. IM has two distinct phases (process) as below:

1. Impression Motivation: This is the first step in IM

process. The input for IM is being motivated towards
it. This process tells that whether the person is really
interested towards IM or not. In the organizational
case, how much a subordinate is motivated to manage
oneself in the way desired by managers depend on
various factors. The factors may be- relevancy of
impression on subordinate’s goal; the value of these
goals; the impression he/she believes the manager
already hold.
In other words, impression motivation is concerned
with the degree to which an individual actively
manage the impression that he/she makes. There can
be two possibilities; strongly motivated or little or no
motivation.

2. Impression Construction (Development): Based
on impression motivation, people start impression
development. It is largely related with the specific type
of impression a person wants to form. This process
also contains how the person goes about doing it. In
the process of impression construction, an individual
consciously chooses: a. An image to convey and;
b. How to go about doing it. In general, five factors
may influence the type of impression a person tries to
develop. They usually depend on self-concept, identity
image, role problems (a set of expected behavior pattern
attributed to someone occupying a given position in a
social unit), goals value and current social image of the
person. The ultimate result of above two process is the
impression management of an individual.

References:
1. Organization Behavior- Stephen P. Robbins, Tenth Edition
2. Organization Behavior- Bhawani S. Acharya
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KYC and Identity Theft
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Abstract

Financial Action Task Force (FATF) compulsorily introduced the concept of KYC, which directly means
knowing the customers' identity. KYC is an essential tool for banks and finance industries, Insurance
industry, and telecommunication industry, where money laundering and financing for terrorism can take
place. Fraudulent activities are growing in the financial and other sectors at an alarming rate and Know
Your Customer (KYC) checks are no longer stopping them. Synthetic identity fraud occurs when someone
uses a combination of real and fake personal information to create an identity and commit fraud. A fraudster
may combine a stolen citizenship number or NID number with a fake name, date of birth and address to

create a new identity, this will be harmful for BFIs.

Keyboards: Identities, KYC, BFIs and Telecommunications, identity, identity theft, new application fraud, Cybercrime,

synthetic ID.

What is KYC?

KYC means Know Your Customer
and sometimes Know Your Client
(Thales, 2018). KYC or KYC
check is the mandatory process
of identifying and verifying the
client's identity when requesting
services. Collecting the KYC is
to the purpose of establishing the
identity and verifying the credentials of all customers. In
the recent days, organizations have started taking KYC
as a responsible factor to identify their customers and
mitigate possible risks in the absence of formal identity
verification. The KYC process requires the customer to
provide documentation such as identity and address proofs
before availing certain services. As we know, the KYC is
directly connected with the identity of a person, it is the
duty and responsibility of an organization to protect it in
secure manner. In order to conduct customer onboarding,
alleviate fraud, and improve customer engagement in
various industries, identity verification has become a
key in the past few years. In the world, many different
organizations have started taking KYC (Know Your
Customer) as a responsibility to identify their customers
and mitigate possible risks in the absence of formal identity
verification. The most important processes of collecting
the KYC require the customer to provide documentation
such as identity and address proofs before availing certain
services to them.

In Nepal, the common methods of conducting the

* Deputy Executive Officer, Rastriya Banijya Bank Ltd.

KYC process require arduous paper-based procedures.
Number of economic and social activities have now
been transformed online and are often mediated by
mobile devices. A digital KYC is one of the latest trends
that now allows businesses to streamline the process.
e-KYC software solutions have the potential to improve
the onboarding process in any industry by eliminating
paper-based procedures and record-keeping, reducing the
cost and time spent on verification. e-KYC solution also
coupled with biometric solutions increases the accuracy
and efficiency of the customer identification processes.
It is imperative to manage data efficiently by employing
digital processes for higher accuracy. With digitization in
every industry, tackling with cybercrimes and fraud has
become a high priority on the part of service providers.

KYC in Different Sectors

As discussed earlier, the KYC, today, is a significant
element in the fight against financial crime and money
laundering. In fact, customer identification is the most
critical aspect as it is the first step to better perform on
the other stages of the process. KYC plays a vital role to
know the identities of the customer, which is essential for
preventing money laundering, countering the financing
for terrorism, and identifying the customer in any of the
different institutions (Thales, 2018). KYC is intended to
ensure that life insurance companies or insurance brokers
ascertain the identity of each customer, beneficial owner,
and beneficiary of the policy and assess with an appropriate
degree of confidence the types of business and transactions
the customer is likely to undertake.
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107



The KYC information for a BFI or telecommunications
company (Shufti Pro Ltd, 2020) should include to

e Identify and verify the identity of each customer
before or during establishing a business relationship;

e Identify the beneficial owner of the customer, and
take reasonable measures to verify the identity
of the beneficial owner such that the BFIs or
telecommunications company is satisfied that it
knows who the beneficial owner is;

o Identify and verify the identity of the beneficiary of the
service contract at or before the time of payout/provide
service or the time when the beneficiary intends to
exercise vested rights under the policy. Normally, and
in the absence of indicators of higher risk, the anti-
fraud checks regarding the identity of the beneficiary
at the time of payout would be adequate;

e Obtain appropriate additional information to
understand the customer’s circumstances and
business, including the purpose and the expected
nature of the relationship. Relevant Customer Due
Diligence information should be periodically updated
as part;

e Immediately obtain from the intermediary or other
third party the necessary Customer Due Diligence
(CDD) information;

o  Satisfy itself that copies of identification data and other
relevant documentation relating to CDD requirements
will be made available upon request without delay;

o  Satisfy itself that the intermediary or other third party
is regulated and supervised and has measures in place
to comply with all the CDD requirements and record-
keeping obligations;

e Rely only on those intermediaries or other third
parties in countries which apply adequately the FATF
standards (for BFIs);

e Recognize that the ultimate responsibility for
customer identification and verification remains with
the insurance company. However, intermediaries
should also be made responsible for the validity of
this information.

In the view of the above-mentioned scenarios, Nepal
Rastra Bank (NRB) has set baseline requirements for
KYC in conjunction with the Anti-money Laundering
Act of the country. To prevent money laundering, banks
and financial institutions are required to conduct deeper
assessments of their clients' risk profiles. NRB requires
that banks and financial institutions verify the identities of
their customers and their respective beneficial owners. For
entities with a high anti-money laundering and countering
the financing for terrorism (AML) risk, additional scrutiny
is required and the threshold is the cash withdrawal of one
million and above in a single day. NRB requires banks and
financial institutions to understand the type and purpose of
the customer relationship when developing the customer
risk profile (Chabrow, 2015). This risk profile is created
when the customer relationship is established and used

as a baseline for detecting suspicious activities. Banks
and financial institutions must also maintain current and
accurate customer information and continue to monitor
their accounts for suspicious and illegal activities (Levy,
2015). When detected, their findings have to be promptly
reported by entering information at the Financial
Information Unit of the NRB through go AML software.

With the growing threats of financial crime and frauds,
the regulatory authorities have placed strict regulations
for the insurance industry as well. In Nepal, Beema
Samiti (the regulatory authority of insurance in Nepal) has
made an attempt to tackle and control money laundering
and terrorist financing through issuing a directive ‘Anti
Money Laundering and Countering the Financing for
Terrorism Directives-2075’. Insurance companies face
the challenge of developing an AML program (GoN,
2020) that incorporates insurance agents and brokers, and
effectively covers the risks proportionate to its specific
products offered. Insurance policies (Shufti Pro Ltd, 2020)
are prone to abuse by fraudulent persons and criminals.
Policies other than life and accident covers, flexible
investment opportunities, surrender and withdrawals with
ease; pose high risks of fraud and money laundering and
financing for terrorism (ML/FT).

One of these industries is telecom industry which is, one
of the largest and fastest-growing industries in the world.
The telecom industry provides voice, video, text, and
internet data services. Telecom industry in many ways
remains connected with essential services like national
security, health, finance, etc., thus identity verification
must be imperative here. The telecom industry has to
collect personal information about their SIM card users
(Panamax Inc., 2021). Thus, countries across the globe
are realizing the importance of KYC processes and its
ability assures that the registered individual ‘is who they
claim to be’ in telecom industry. Nepal Telecom Authority
(NTA, the regulator for telecommunication in Nepal) is
known to implement KYC for SIM cards. In Nepal, telco
industries distributed SIM cards randomly, so the NTA has
provisioned to make the KYC compulsory to regulate the
SIM card distribution process.

Threats in Identity

As already mentioned KYC refers to the process of identity
and addresses verification of all customers and clients by
banks, insurance companies and other institutions either
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before or while they are conducting transactions with their
customers. Massive data breaches focused on stealing
personally identifiable information have led to a world
where identity data is a commodity. Breaking into identity
data vaults has a single purpose: identity theft. The stolen
data is sold to the criminal underground, so that hundreds
of cybercriminals can have an easy way of opening new
accounts on behalf of unsuspecting ID theft victims
(McCoy, 2016). They can easily obtain a credit card, loan,
mortgage or bank account; they can also open insurance,
payroll, mobile service or any other account that requires
identity proofing. The victim will often find out about the
identity theft when the collection team comes knocking on
their door.

It is important to highlight the difference between
hacking into identity data repositories where highly
sensitive, personal and unalterable data such as NID,
citizenship number, date of birth and credit history is
stored, and stealing digital credentials such as user names
and passwords. The former is typically used to open
new accounts through identity theft, while the latter is
normally used to take over existing accounts by playing
the user—password combination on the original target and
other websites (as people rarely use unique passwords
per site). Hacks into digital credentials repositories are
even more extensive than personal data breaches (Krebbs
on Security, 2013). Using stolen personal information,
fraudsters set up fake accounts that exploit weaknesses
in the online account opening process. Credit issuers and
digital payment providers are the most heavily targeted
industries, but there are many ways a clever fraudster can
utilize a fake account. On many occasions, the account is
set up by a fraudster as a platform to carry out malicious
and fraudulent activities. The level of account opening
fraud in the financial sector and other sectors is growing
at an alarming rate, as KYC checks are no longer stopping
fraudulent online account opening. Tracking a user’s
digital identity in social networks and their interaction
patterns as they open a new account are some of the next
generation tools that show promise in the fight for digital
identities. Therefore, there may be threats in the crisis of
identity theft of the customer or the clients.

The motivation behind account opening fraud varies with
the specific vertical (Inscoe, 2017):

e Credit cards and loans: the fraudster attempts to
open a credit account and then use it to buy sellable
goods, or apply for a loan in which the funds are
immediately available;

e Deposit accounts: account opening fraud in banking
is typically used for money laundering or for moving
money out of compromised accounts in other banks
without the need to use a ‘mule’;

e Utilities: fraudsters may open utility accounts to
receive free services;
e  Mobile phones: the fraudster will attempt to have the

mobile device shipped to an address they control to
sell it or use it in other fraud cases;

IR : Y9 ff arffericaa fadorgw

e Insurance: a fraudster can buy a direct insurance
policy with fake credentials and credit card details,
then later make a claim;

Since identity is the basis for trust, authentication and

authorization, these are all in the line of fire. From

onboarding a financial service to an eGovernment
application to a blockchain node, without a way to ascertain
identity, the entire value chain is at risk. Another risk in
the entire process is the synthetic identity theft (SIT).

Synthetic identity theft (Kagan, 2021) is a type of fraud

in which a criminal combines real and fake information

to create a new identity. The real information used in this
fraud is usually stolen. This information used to open
fraudulent accounts and make fraudulent purchases.

Synthetic identity theft allows the criminal to steal money

by getting credits from the BFIs based on the fake identity.

It is now high time that the banking and finance industries,

insurance industry and telecommunications industry need

to protect their customer’s identity details. This will help
the entire ecosystem to protect the possible synthetic
identity theft and fraud in these industries.
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Treasury Management of Banks
(With reference to RBB)

&

Concept:

Treasury Management is simply the management of
funds that is basically cash (resources). The cash may
be in physical or digital form; local or foreign currency.
The management process of treasury involves a cycle
of collecting cash from various sources, converting
them into earning assets and again converting into cash
with an organized plan to maximize the profit without
compromising on liquidity requirement for business
activities for fulfilling the objective of bank.

Before knowing the concept of Treasury Management of a
bank, one needs to know why does a bank need cash? How
much cash does it need? And the schedule when does it
need those cashes? These issues need to be understood
first to know better on Treasury Management. A bank is
established to provide following services to its clients,

Deposit collection

Cheque encashment

Loan disbursement

Loan recovery

Remitting money

Trade financing

Bank guarantee

Forex exchange

ATM outlet

Mobile Banking and so on

VVVVVVVVVYVY

The above financial services can be basically grouped
into three categories from the view point of Treasury
Management. These activities should run smoothly and the
treasury manager should ensure the smooth functioning of
banking through fund management. The three categories
are,

1. Cash inflow: the financial services which bring cash
into the bank.

2. Cash outflow: the financial services which take money
out of bank

3. Cash transfer: the financial services which transfer the
cash from one outlet to another.

The treasury manager needs to plan, forecast through
maturity ladder analysis and ensure that the potential cash
inflow and outflow is matched every day, every week,
every month and so on. Cash is required for cheque
encashment, loan disbursement, ATM withdrawal, etc.
The treasury manager must be well aware that business
activities should not be hampered due to shortage of cash
on one side, while on the other side, excess cash cannot be
kept idle because of its opportunity cost. So, what is the

* Deputy Executive Officer, Rastriya Banijya Bank Ltd.
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optimum level of cash required for a bank?

Cash encashment and ATM withdrawal can be projected
with historical trend analysis whereas loan disbursement
amount is predicated based on annual loan target schedule.
In this way Treasury manager needs to estimate cash flow
impact on vault by each and every service rendered by a
bank, and plan accordingly to invest excess money into
such earning assets, if needed, they can be converted into
cash immediately. He requires to be smart here to play
between liquidity risk and income loss risk. This is the real
challenge for Treasury Management in a bank.

Regulatory Guidelines

Nepal Rastra Bank (NRB) has issued some guidelines
(Directive) to bank regarding liquidity and resources
management for banks. Some of them are as follows:

» Bank must maintain 20% liquidity ratio (Net liquid
assets of deposits)

Provision of 10 % statutory liquidity ratio (SLR)
Provision of 3 % Cash reserve ratio (CRR)
Credit to Deposit (C/D) ratio cap on 90 %

YV V V V

Preparing and reporting of liquidity profile with time
buckets.

Cap on total/single institutional deposit
Cap on debenture issue and borrowing limit

Open position Cap on forex exposure

YV V V V

Contingency funding plan: A plan for liquidity
management at the time of crisis

All these provisions are issued to minimize the risk of non-
payment of money to its clients, depositors and creditors.
Within the guidelines of NRB, let’s discuss how Rastriya
Banijya Bank (RBB) manages its treasury.

Policy and Guidelines in RBB
» Directive issued by NRB
» Investment and Treasury Operation Manual

» Proposal related to treasury issues approved by Board
of Directors

» Contingency Funding Plan

Y

Circulars issued by Treasury Department

» Vault and ATM Cash limit circulated by Finance
Department.
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Treasury Management Procedure in RBB

From the point of responsibility, Treasury Management
can be classified broadly into two layers, first operation
level and second policy level. In operation level, Treasury
Management is also done in two levels:

1. Branch Office Level Treasury Management
2. Department Level Treasury Management

Branch Office Level: The Branch Manager and the Cashier
are responsible for Treasury Management in branch
office. The following activities are done for Treasury
Management:

» Find out the pattern of daily cash deposit including
forex in branch office

» Find out the pattern of daily cash withdrawal including
ATM and forex from branch office

» Find out the gap and plan for cash transfer daily

» If cash is going to be shortfall bring it from Note-
chest, if it is excess transfer to Note-chest daily

» In case note-chest holding branch office/bank is
not available nearby, treasury deal is the alternative
channel for cash management with the help of
Treasury Department.

The challenge to branch office lies on forecasting and
maintaining optimum level of cash at vault just to serve
the client’s needs on daily basis. Otherwise, it brings
cost to bank either way. In excess cash holding, there is
opportunity cost i.e., foregone opportunity of investment
by Treasury Department, and on the other hand in shortfall
of cash can cause the cost of losing clients.

Treasury Department Level: Department is responsible
for pooling all the resources into its vault i.e. Nostro
account of bank that may be in local and foreign currency.
Department coordinates with various departments and
branch offices for resource collection such as deposits
and borrowings and release them as per bank’s business
activities. The following actions are done for Treasury
Management,

» Open the Nostro account in local and foreign currency

» Find out the pattern of cash flow and forecast the net
settlement amount through clearing, RTGS, Connect/
IPS platforms, and

» Prepare Cash Reserve Ratio (CRR) Sheet i.e.,
minimum cash balance required at NRB Nostro
account after meeting all the obligations of the bank
at the end of a day.

» Ensure regulatory compliance of CRR (3%), SLR
(10%), Liquidity ratio 20%, etc.

» Find out the pattern of cash flow in forex and forecast
the agency balance required in Nostro account

» Management of access to funding sources: Prepare
the database of existing and potential depositors and
creditors.

» Analyze the rise and fall in deposits, deposit mix, as
per branch wise and recommend to ALCO committee
for future strategy.

» Marketing of products for resource collection and
utilization.

» Monitor the stress events and early warnings viz

high decline in (core) deposit, high credit growth,
increasing in off balance sheet exposure, etc.

If the fund is going to be shortfall, fund management
is done through purchase of financial instruments like
interbank borrowing, repo facility, SLF facility, sale of
forex, etc. In case of excess of cash, Treasury Department
invests in financial assets viz Interbank Lending, Purchase
of T-bill, Development Bond, Reverse Repo, Investment
in Debenture and Share (non-banking), Mutual Fund, etc.

Treasury Department is also responsible for ensuring forex
management to fulfill the needs of different clients. For
this purpose, the department has opened forex Nostro
account in NRB and foreign banks abroad. Forex demand
comes for the following purposes;

» Nepali citizens going abroad as tourist
» Students/migrant worker going abroad

» Importer who purchases goods and services from
abroad

» Foreign investor who repatriates dividend, interest
along with principal amount

» Salaries and consulting fees taking back by foreign
worker/consultants.

To fulfill the demand of forex as mentioned above,
following products are developed for resources
collection,

» Deposit products: Deposit collection from citizens and
institutions who have source of forex

» Remit products: Collect remittance form migrant
workers

» Borrowing Products: Short term borrow from local
banks

» External commercial borrowing from foreign bank,
hedge fund, pension fund, IFC, etc.

When there is excess forex in agency balance, its
management is done by converting them into earning
assets like placement in other banks, NDF sell, outright
sale, etc. The forex re/devaluation risk exposure should be
minimized otherwise it may cost to profitability of bank
and ultimately to balance of payments of country. So NRB
has allowed banks to take open position upto 30 % of
Core Capital. Open position is managed by the department
through balancing the assets and liabilities of banks in
forex exposure.

Structural Provision

Board of Directors and Management Level Structure are
set up for policy formation and review of treasury position
of a bank. Role of Board of Directors includes approval of
treasury manual, approval to interbank lending/borrowing
limit, defining the ceiling of investment in share, debenture
and mutual funds, defining the minimum liquid assets to
deposit ratio, etc.

Management Level Structure includes ALCO Committee,
Liquidity Management Committee and Treasury
Department. The role of ALCO Committee, chaired by
Chief Executive Officer, lies on reviewing the assets-
liabilities position of the bank, finding out any mismatch
in assets and liabilities maturity and rectifying accordingly
through interest rate revision of resource and loans, finding
out the new avenue of resources and assets creations,
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deciding to invest/divest in long term investments, and
defining the limit for forex exposure.

Liquidity Management Committee, chaired by Deputy
Chief Executive Officer looks after the functions such
as reviewing the CRR and net position of the bank,
reviewing the investment and forex position, finding out
the new avenue of resources and recommending to ALCO
Committee, identifying the early warning signals related
to liquidity and recommending to ALCO Committee for
actions.

Role of Other Departments

The Treasury Department is responsible for overall
Treasury Management of bank. But the department needs
support from other departments also for the following
reasons:

Coordination with Credit Department is required to know
the target and plan of loan disbursement daily, weekly,
monthly, quarterly, yearly; interest and principle recovery
target daily, weekly, monthly and so on; obligation of
payment arisen due to default in Bank Guarantee and
Letter of Credit.

Coordination with Trade Finance Department is necessary
to know the target and plan for payment of LC, DAP, DAA
obligations.

Finance Department should provide the information
of receivable/payables of government transactions, tax
payment to government and cash dividend pay out to
shareholder.

Similarly, Digital Banking Department should inform
about the balance requirement for mobile/ATM banking
settlement account in other commercial banks.

Payment and Settlement Department is responsible for
providing information obtained from SWIFT regarding
agency balance in Nostro account, inflow and outflow from
wire transfer, inflow and outflow from clearing, Connect/
IPS, RTGS platforms.

General Service Department/Assets Management

Department needs to provide information regarding
payment to suppliers and contractors.

All above activities of another department hit the vault
of Treasury Department. Some activities bring cash and
others take out cash from vault. So, for effective Treasury
Management, other departments should inform earlier to
Treasury Department about their activities related to cash
inflow and outflow.

National Issues Concerned to Treasury Management:

» Pattern of revenue collection and expenditure by
government which have direct impact on resource
mobilization

» Calendar of internal loan mobilization by government
» Loan expansion policy of NRB

» Loan expansion policy of other banks and interest rate
revision by them

» Remittance inflow and outflow of the country
» Import —export business of the country
Conclusion

From the above discussion and analysis, we can come to
the conclusion that Treasury Department manages treasury
of a bank basically in three broad categories in principle -
first, cash management; second, forex management; and
third, investment management. Operational management
of treasury is important for running business activities
smoothly and maximizing return through investment of
available excess funds. These activities can be reclassified
in operational level as follows:

1. Plan and forecast cash inflow in different time buckets
(1 day, 2 days and so on)

2. Plan and forecast cash outflow in different time
buckets (1 day, 2 days and so on)

3. Ensure mandatory provisions regarding liquidity
ratios are complied.

4. Invest the excess funds in high yielding assets without
compromising on liquidity needs.
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112



SMESs Financing in Nepal
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Concept of SMEs

Small and Medium Enterprises (SMEs) are defined
differently from country to country. Enterprises may
be classified based on its capital investment, size and
production. Sometimes, it may be segmented on the basis
of its number of employees, annual revenues, and energy
consumptions and so on. In Nepal, under the Industrial
Enterprises Act, 2076, industries are classified as follows;

i.  Micro Industry: An industry with

a. the fixed capital not exceeding two million rupees,
excluding house and land;

b. the entrepreneur himself or herself is engaged in
the operation and management of the industry;

c. the maximum nine workers
entrepreneur;

including the

d. annual transactions of less than ten million rupees;

the capacity of electric energy, fuel or other
engine to be consumed by the engine equipment
or machine, if any, used being twenty KW or less.

ii. Cottage Industry:
a. Based on traditional skills or technology;

b. labor-oriented and based on specific skills or
local raw materials and local technology, arts and
culture;

c. the capacity of electric energy to be consumed by
the engine, equipment or machine, if any, used
being fifty KW;

d. any industry mentioned in Schedule 2.

iii. Small Industry: An industry with a fixed capital not
exceeding one hundred fifty million rupees, other than
the micro enterprise and cottage industries;

iv. Medium Industry: An industry with a fixed capital
exceeding one hundred fifty million rupees but not
exceeding five hundred million rupees;

v. Large Industry: An industry with a fixed capital
exceeding five hundred million rupees.

The industries mentioned above are further classified
into the following on the basis of the nature of goods or
services to be produced by such industries;

a. Energy- based industry:
b. Manufacturing industry:
c. Agriculture and forest product- based industry:

* Deputy Executive Officer, Rastriya Banijya Bank Ltd.

Mining industry
Infrastructure industry
Tourism industry
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Information technology, communication technology
and information dissemination technology- based
industry

h. Service industry

Further, in case of an increase in the capital, capacity of,
addition, change and alteration in the objective of, any
industry is considered to be ipso facto, classified into the
corresponding class as mentioned above.

Fixed capital of industry: While valuating the fixed capital
of an industry for the purpose of classification of industry,
valuation is made taking in to account the assets with fixed
nature like physical structure constructed or reformed on
land and above land, plant machineries, equipment & tools,
furniture & fixtures, buildings etc. This also includes the
capitalized expenses /ike technical & inspection expenses,
pre-operating expenses and interest expenses.

Role of SMEs in modern economy:

It is often said that SMEs are the backbone of an economy
as SMEs serve as engine of the economic growth. They
have substantial influence on obtaining the gross domestic
product and supply of jobs. In other words, an essential
attribute of SMEs constitute an important source of jobs
& the cost associated to the creation of job in SMEs are
reduced compared to big companies. Similarly, SMEs
provide the products and services at lower rate than big
companies do due to the lower conventional expenses &
higher work productivity under the circumstances of the
permanent presence of the entrepreneur in the company.

SMEs represent a factor of balance at the micro and macro
level. Having as a correspondent middle class in the society,
they counterbalance the monopolies and oligopolies,
reducing the capacity of big companies of controlling the
market. SMEs are flexible and they have a great capacity
of adjustment, with the fast decisional process. They adapt
easily to the requirement and demands of the consumers,
being closer to the market. They promote economic
activities in the society and play an important role in the
socio-economic development.

SMEs contribute approximately 60 % in job creation and
40 % in GDP of developing countries worldwide. Similarly,
SMEs contribute 22 % in GDP and create approximately
17 lakhs job in Nepal (Financial Sector Development
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Strategy, 2073/74-2077/78). In a short, SMEs help in the
development of a country as they enhance the productive
sectors, generate employment, create an environment for
entrepreneur and promote innovation.

Scenario of SMEs financing in Nepal:

Small and medium enterprises (SMEs) are a very
heterogeneous group of business in Nepal. SMEs are
usually operating in the service, trade, agro-business and
manufacturing sector. They include a wide variety of firms
such as village handicraft makers, small grocery shops,
computer software firms etc. Some of them are dynamic,
innovative and growth oriented while others are satisfied
to remain small and perhaps family owned. Out of the total
SMEs, 36 % are in productive sector, 26% in tourism, 21%
in service, 12 % in agriculture , 3% in construction and 2 %
in energy related industries and the products are consumed
within Nepal (Nepal Rastra Bank). In Nepal, most of the
SMEs do not operate in the formal sector of economy and
employ mainly wage-earning workers. SMEs are often
classified by the number of employees and/ or by the value
of their assets.

In Nepal, SMEs on an average", create jobs for 9 persons.
Most of the small industries give employment for 2
persons and medium industries employ 7 persons. Small
and medium industries create job for 150 persons and 539
persons respectively at maximum. Likewise, the sources
of capital are also not similar. The sources of capital for
SME:s are about 33 % from paternal assets, 26% from own
savings , 16% from BFIs as a loan, 8 % from informal
sector, 7% from remittance , 6 % from cooperative and
remaining from venture capital. In Nepal, SMEs do not go
for public issues for capital sources.

In Nepal, about 50% SMEs gain loan from Bank and
Financial Institutions (BFIs). The loan taken by SMEs from
Commercial Bank, Development Bank, Finance Company
and Micro finance company is about 84.8%, 8.9%, 2.5%
and 3.8% respectively. More than two third SMEs take
loan for short period. The interest paid by them is 5 % at
minimum and 18% at maximum. On an average’, they pay
12.51% p.a. as an interest. Most of the SMEs pay 14% p.a.
interest on the loan. Likewise, the service charge is paid
at the rate of 0.25% at minimum to 2 % at maximum. It's
about 1 % on average. It takes about 30 days on average to
avail a loan from BFIs. Similarly, the land and building is
used as a collateral (85.90%), current assets (6.4%), plant
& machineries (1.3 %).

Source: Nepal Rastra Bank

Problems for SMEs financing in Nepal:

Small and medium-size enterprises (SMEs) have long
been recognized as one of the cornerstones of a country’s
development. It is, thus, important to understand what
contributes to their success as well as the difficulties
they face. Surveys have shown that the lack of available
financing from financial institutions is one of the biggest

* Weighted average

problems faced by small businesses today.

The major problems faced by SMEs financing from
BFIS are:

1. Lengthy and time-consuming credit processes.

2. High Interest rate / processing charge charged by BFIs
for SMEs.

3. Lack of collateral required for loan from BFTs.

BFIs are disinterested for financing to SMEs. Banks
are biased for lending to large enterprises.

5. Unawareness of SMEs about the credit facilities to
avail from BFIs.

6. Others: not easy access to bank, tedious documentation
process, and tax issues etc.

The major problems faced by BFIs in SMEs financing
are:

1. Poor recording of financial transactions by SMEs. Not
transparent books of account. Poor management of
receivables.

2. Non issuance of tax invoice and tax avoidance
tendencies.

3. Lack of business plan, skilled man power and technical
knowledge.

4. Chances of misutilization of funds, multiple banking
issues, not regular in repayment and renewal.

5. Lack of market research and credit information of
SMEs. High market competition due to large number
of SMEs in same business.

6. Lack of successful track record creates a perception of
greater credit risk among the banks.

7. Others: closure of business, difficulty in monitoring,
lack of assets base (collateral) to provide as security,
shortage of equity sources etc.

Recommendations for SMEs financing in Nepal

Nepal being the landlocked country in between two major
industrial economics may not compete with them in the
scale of large industries. In this situation, it may take a
comparative advantage from SMEs. SMEs not only reduce
the import of the country but also play an important role in
economic development of the country by the involvement
in global value chain. The followings actions should be
taken by SMEs and BFIs to promote SMEs financing in
Nepal.

Actions to be taken by SMEs:
1. Improve financial literacy, perform transactions

through banking channel as much as possible and keep
knowledge about banking products and services.

2. Keep financial records transparent and up to date.
Avoid fund siphoning.

3. Develop entrepreneur skills, use new technology and
be competitive.

4. Understand legal or environmental issues, impact of
the monetary or fiscal policies in the business.
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5. Nepal Government and Nepal Rastra Bank are
continuously encouraging and promoting SMEs
financing with different programs. Take advantages of
such policies and benefits of subsidies/ tax waiver by
government.

6. Do proper tax planning.
7. Public issue of shares for capital.
Actions to be taken by BFIs:

1. Promote entrepreneurship, financial literacy and easy
access to loan for SMEs.

2. Lower the lengthy credit processing time and
documentation process. Develop Easy and fast credit
appraisal system.

3. Provide credit facilities to SMEs at cheaper rate and
low service charge.

4. Develop an easy collateral valuation model and
also think about the alternate collaterals like plant,
machineries, business project, raw materials, group
guarantee, etc.

5. Develop a key financial products supporting SMEs
growth (warehouse receipts, leasing, secured registries
etc)

6. Encourage crowd funding, supply chain relationship
and funding on forward contracts and order basis.

In addition to the above points, the government should

also play an important role in policy making for the growth

of SMEs. For example, mandatory funding requirement

for BFIs with respect to their credit portfolio, control in
interest rate / processing charge, subsidized loan, research
and development, relaxation on loan against group
guarantees, establishment of a SME Bank etc.

SMEs have a unique contribution to the economic
development worldwide. They play a vital role in the
industrial development of a country. In Nepal, large
numbers of SMEs are doing their business in traditional
ways. They are facing certain challenges like lack of
proper infrastructure, shortage of skilled manpower,
quality control problems, inability to meet credit criteria
or conditions, lack of proper recording or presentation
of accounting transactions (book keeping, financial
statements), shortfall of collateral, and unwillingness of
BFIs to finance SMEs and so on.

The country like Nepal, which in the course of development,
SMEs are the only possibility of employment for thousands
of people. SMEs are the fuel of the entrepreneurial spirit
and economic growth. Globally, SME contribute over 90%
of business enterprises and 50-60 % of total employment.
In this scenario, BFIs in Nepal should encourage the
SMEs financing for the sustainable development of the
nation. Certain measures such as easy credit assessment
system, quick credit approval process, less documentation
procedure, easy access to loan at BFIs, resolve collateral
issues etc should be implemented by BFIs and encourage
them in financial access.

k%
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Role of local municipality & financial
institution in management of agriculture

credit in post Covid situation of Nepal
Ghuran Thakur®
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Abstract:

Agriculture is still mainstay of our economy and around 60.4% people depend on it. Though its contribution in
GDP is decreasing, it was still 26.2% in last fiscal year and is estimated to be 25.8% in 2021. However, access to
agriculture credit seems still very low as it was 13.2% as per the monetary policy. Among these access to credit,
it was just 6.3% of the total disbursed loan amount for agriculture & fishery. In the last fiscal year, just 46,057
farmers btained government subsidy for total NPR 107 billion agricultural credit, which is 2.6% of the total loan
account of BFIs and 2.4% of the total volume of loan outstanding of BFIs. Moreover, share of this amount is
around 25% of the total agricultural loan. It clearly shows that many farmers are still not benefitted as expected
from the government's highly subsidized agriculture credit. Further, the situation of agriculture insurance is not
encouraging yet besides heavy insurance premium subsidy provision from the government. As per the latest report
of Beema Samiti, around 124,698 farmers have bought agriculture/livestock insurance policy which is around
3% of the total agricultural household of Nepal. In this backdrop, this paper tries to explain the role of local
municipality and financial institution to serve more potential farmers in complete financial solution package that

will be win win for all the stakeholders. Suggestions are based on author's own experiences.

Impact of Covid-19 in Agriculture

Economic growth was negative by 2.12% first time in the S.N. FY Crores Growth
last two decades in last fiscal year 2019/20 mainly due 1 70/71 2.26
';(i) 7t17177§r;1pact of Covid-19 pandemic (Economic Survey > 7m 16.07 611%
' 3 172/73 27.87 73%
Production  practices, harvesting, post-harvesting, 4 |73/74 42.59 53%
processing and marketing of agricultural crops and 5 74/75 57.53 35%
livestock were greatly affected by the COVID-19 6 175/76 100 74%,
pandemic. The ongoing pandemic has exerted a serious 7 176/77 118.16 18%
impact on food production and food security. As per the 8 177/78 190.22 61%

study report of NRB, 31.6%; 52.6% and 15.8% agriculture-
based industries/business were fully operated; partially
operated and closed respectively due to the impact of
Covid19. There was decrease in rice production by 1.05%
and its area by 2.2%. Trading of agri-inputs & outputs
especially trading of perishable food commodities were
badly affected (milk & milk products - fish- poultry-eggs
& meat- vegetables, melon, strawberry, papaya, banana,
mango, pineapple, pears, kiwi, avocado)

Agriculture Insurance status:

Agriculture insurance is one of the most essential factors

Table 1: Premium amount (NPR in Crore)

Source: Beema Samiti report

insurance system is much needed. It will encourage
farmers to use optimum agricultural inputs, technology
and will protect them in case of loss due to factors
beyond the control of farmers. Growth rate of agriculture
insurance premium amount is increasing significantly; the
premium amount has increased by 447% in the last fiscal
year as compared to before 5 years. Agriculture insurance
is getting popularity gradually. However, its access is still
very limited.

Table 2: Number of insured farmers

for adoption of improved agriculture technology and to % of
provide safety net to farmers. Nepal is one of the most Total no of Crop& | crop &
vulnerable countries to climate change which is affecting SN. | FY farmers | Growth| Fish fish
productivity of agriculture & livestock sector. Besides, 1 |70/71 1758 147 8%
agriculture is the main occupation of majority of Nepalese 2 |71/72 9181| 422% 555 6%
people, we have not yet achieved self-sufficiency in food 3 |72/73 27557 200% 1829 7%
commodities. There is around 20% food deficit (NPC 15 4 |73/74 75288 173% 1537 2%,
national plan) and Government has aimed at achieving 5 174/75 65908  -12% 1935 3%
self-sufﬁciency producing more even for export purpose. 6 75/76 116858 77% 3506 304
In this regard, effective agriculture 7 176/77 123000 50 3690 39
8 |77/78 124698 1% 3741 3%

* Freelancer, Agriculture Financing Expert
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The table shows that the number of agriculture-insured
framers gradually increased except in the fiscal year
2074/75.

However, there was just 66% increment in number
of farmers in the last 5 years, which indicates there is
a great need of awareness campaign among farmers,
insurance staff and other stakeholders to increase its
access significantly. Altogether, just 124,698 farmers have
purchased agriculture insurance policy besides heavy
subsidy provision from the Government. This number
is just around 3% of the total agricultural household of
Nepal. Out of this total insured number, share of crop
and fishery insurance is significantly lower. Import of
agriculture goods is in increasing trend as we are deficit in
food production. Thus, to increase the production access to
agriculture, insurers must be increased with the joint efforts
of government, insurance companies, banking sector and
private sector. To attract banking sector in agriculture
lending, agriculture commodities should be insured.

Why financial sectors are not motivated in agriculture
lending?

1. High operating cost of lending mainly due to small
size loan volume, agri-clients mainly scattered in far
and remote areas, higher cost for loan documentation,
fund management cost especially in remote areas
with no transportation facility, project inspection,
monitoring, supervision and loan collection.

2. Higher risk mainly due to uncertainty of weather,
climate change (increase in temperature, erratic
monsoon, flood, draught) impact of ongoing Covid,
epidemic outbreak of disease & insect, uncertainty of
market/price, relatively low profit, increasing volume
of overdue loan, higher loan loss provisioning.

3. Lack of effective agriculture insurance policy, still its
roll-out is very low or minimum just around 3% of the
total agriculture household.

4. Mismatch of resources for agriculture lending.
Majority of deposit is short period (within 12 months)
but agriculture/livestock lending needs medium to
long term credit.

5. Loan loss provision for interest receivable during
grace period of medium- and long-term loans.

6. Lack of effective coordination among the stakeholders
working for agriculture and rural development.

7. Lower priority of local government for agriculture
self-sufficiency and its export.

8. Lack ofagriculture modernization, trends of traditional
production practices in many places.

9. Insufficient agricultural lending policies/ guidelines
such as warehouse financing, factoring, leasing,
mismatch on repayment cycle retrospective with crop
cycle.

10. Lack of support services: physical infrastructure (like
irrigation, marketing, processing, warehousing, cold
chain) technical advisory services,

11. Agriculture not yet considered as prestigious and
profitable enterprises by majority of young generation

IR : Y9 ff arffericaa fadorgw

Role of Local Municipality

In the last fiscal year 2077/78, there was a significant
increase (by around 32%) in imports of agricultural goods,
taking it to a shocking amount of NPR 332.8 billion (The
Kathmandu Post, July 28, 2021) despite continuous efforts
of Government & non-government sector to achieve food
self-sufficiency. Out of the total agricultural imports, we
have imported vegetables fats & oils, cereals (mainly rice,
maize & wheat), vegetables, fruits and nuts, oil seeds,
coffee, tea & spices of NPR 82.9 billion, 79.59 billion,
38.5 billion, 21.34 billion, 20.64 billion and 9.5 billion
respectively. Imports of fine rice and maize (mainly for
animal feed industry) have been growing at an alarming
rate. We are importing fine varieties of rice mainly due to
the increasing preference of youths toward fine rice, and
Nepal does not grow such fine rice in sufficient quantity.
We have plenty of potentialities to increase production
area and productivity of these commodities. Role of local
municipalities is critical in obtaining food self-sufficiency
with their full efforts and optimum mobilization of their
human and other resources. For these, few requests are as
following:

1. Identify potential agri. pockets like cereals (paddy,
maize, wheat, millet), vegetables, potato, fruits,
flower, off-season vegetables, livestock (goat, milking
cow, buffalo), poultry, fishery.

2. Identify potential farming entrepreneurs, lease/contract
farming.

3. Identify potential agriculture/livestock traders,

processors, warechouse, importers & exporters.

4. Map the status of food self-sufficiency (sufficient to
meet the food requirement, surplus, shortage).

5. Provide support in mobilization of government
subsidies like interest subsidy for agricultural credit
and government contributory loan like women micro
entrepreneurs, youth self-employment, overseas
returnees and such others, subsidy for agriculture
insurance and other subsidies provisions from federal,
provincial and local government.

6. Maintain coordination with various projects
implemented in the municipality with the support of
government, donors and non-government agencies.

7. Introduce registration of “Farmer identity card” and
make its optimum use.

8. Assure full technical support services through the
agriculture/livestock unit present in the municipality.

9. Maintain coordination and linkages with the market
actors and enhance full assurance of availability of
quality inputs and marketing of outputs.

10. Improve  coordination with the  designated
“Agriculture Insurance Company” and initiate
awareness campaign among agricultural entrepreneurs,
roll-out of agriculture/livestock/fishery insurance and
claim settlement on time.

11.  Map and coordinate with overseas workers/family
members mainly for receiving remittance and getting
credit through banking sector.

12. Mechanization/modernization: Local municipality
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should support in mechanization of agricultural
practices (land preparation, transplanting/planting,
weeding, plant protection, harvesting, threshing,
drying and such others) in their municipality. Should
identify and select appropriate person for its operation,
establish “custom hiring centers”, manage capital
subsidies and recommendation for loan.

13. Provide support for appropriate irrigation facility
Role of Financial Institutions

There is a huge potentiality & opportunity of agriculture
sector in Nepal. Increasing agriculture production & making
it a profitable business is one of the prime objectives of the
government. Investment in agriculture sector compared to
its contribution in total occupation & GDP is still very
low. As of Ashad 2078, total number of loans from BFIs is
altogether 1764,458 that is 28.5% of the total households
(6200000). Moreover, number of borrowers may be even
less as few borrowers take more than one loan. Out of
total loan account (1764,458) of last fiscal year, only
2.6% (46,057) farmers have got agriculture subsidized
credit. Moreover, out of total loan outstanding (4170584.2
million), share of agricultural, forest and fishery related
loan outstanding was just 6.8% (28285 million), which
clearly shows the access to agriculture credit is still very
low. Thus, there is a bright future of agriculture credit
lenders in the coming days. Few suggestions as below may
be useful for financial institutions:

1. Mapping of financial services, access to finance,
access to digital financial services, financial gap with
the support of municipality/wards officials.

2. Mapping of potential customers for deposit, digital
banking service, credit and other financial products.

3. Annual planning of deposit from various sources like
remittance, traders, processors, offices working in the
municipality.

10.

L

Annual planning of credit for various sectors like
agriculture value chain actors i.e. traders of inputs,
traders of outputs, processors, exporters, importers
and producers.

More priority for commercial
agricultural/livestock/fishery/poultry:

scale

a. Production

b. Mechanization

c. Processing

d. Trading (both inputs and outputs), export &

import

Warehousing, chilling center

Lease/contract farming/production

g. Digital financial services including digital
technical advisory services, digital monitoring
system. As of mid-March 2021, the telephone
density has reached 130.3 percent and density
of internet subscribers has reached 82.8 percent
(Economic Survey, 2078)

™o

credit for
institutions &

Provision of wholesale
microfinance  financial
agricultural cooperatives.

potential
viable

Annual planning of digital banking services and other
fee based financial services.

Support in implementation of financial literacy, digital
literacy, linkage with market actors, entrepreneurship
development and other essential training programs for
farmers and agri-entrepreneurs.

Implementation of financial/digital financial services
with full coordination of local municipality and
concerned stakeholders working in the municipality

Insurance  should be mandatory for all
agriculture/livestock projects, if possible weather
index based insurance policy will be better.
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Business Strategy, Its meaning
and our BFIs

&5

Sohan Babu Khatri*
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In the world of business and management, there is
almost nobody who is not aware of the term ‘Strategy’.
However, when it comes to understanding its true meaning,
articulating it living up to its true essence (leave alone
bringing it into execution), almost everybody; even top-
executives of the corporate world, are found to have fallen
short— this is one of the greatest ironies related to the most
used business term ‘Strategy’ and its application. Banks
and Financial Institutions (BFIs) in Nepal are no exceptions
when it comes to the living up to the true meaning and
importance of strategy as well its formulation and planning.
Nepal Rastra Bank (NRB) has been stressing the need for a
sound strategic plan in almost every BFIs. NRB inspection
report of almost all the BFIs carries the remarks bearing
the need for the strategic plan and many BFIs have been
vying for it. Many have created one and many are still in
the process of creating one. However, the pertinent and
important questions are — whether BFIs are creating it
only as a reaction to the remarks of the regulator? Whether
the created ones are technically correct, living up to the
essence of the true meaning of strategy and strategic plan?
Whether a proper process of planning and formulation
has been followed while creating it? And whether the
created strategic plans would pass the test of excellence in
execution?

Nature of the problem

While few of the BFIs have created their strategic plan,
many, on the other hand, seem to be struggling in this
aspect. Even those which have been created, at the deeper
level have failed to live up to the true essence and meaning
of the term ‘Strategy’ and ‘Strategic Plan’. Any output,
being named ‘strategy’ and ‘strategic plan’ resulting from
a weekend strategic meet, workshops and intense meetings
of top management may not be truly so. Every decision and
every projection are not business strategies; at the best, they
might be a part of the strategic execution — the tail with a
missing head. When executives call everything ‘strategy’,
and end up with a collection of so-called strategies, they
create confusion and undermine their own credibility.

The major problem we find inflicting our BFIs and its board
and top management is the lack of discipline and faculty
of strategic management. While many do not understand
the meaning and importance of it, many are not being able
to institutionalize this discipline of strategic management;
‘strategy formulation’, being just one part of the whole
process. Other parts are — devising of core purpose and
identity; strategic analysis; strategic implementation and
strategic evaluation, monitoring, and control.

The second problem is the lack of understanding of the
true meaning of ‘Strategy’ and its contribution towards the
intended success of the organization. We cannot expect
someone venture into something one does not know the
meaning and importance of. There is least investment in

* CEO-Three H Management

training and development around the theme of strategy and
strategic thinking — most of them are focused on the skills
and capabilities related to the operational, technical and
sales aspects. Understanding the technical meaning and
essence of business strategy does not mean being able to
just define strategy academically or using rhetoric like ‘war
plan’, ‘long term game plan’, ‘blueprint of business’ etc.
We often hear the following statements from the executives
as a part of answers to the question ‘What is your business
strategy?’
- “Our strategy is to be No 1, No 2, one of the top
five...”
- “Our strategy is to grow, expand, reach ...”
- “Our strategy is to merge, consolidate, acquire,
outsource etc...”
- “Our strategy is to meet our customer needs by....”
- “Our strategy is to devise digital products, digitize,
use state of the art technology...”
- “Our strategy is to provide excellent customer service
by...”
- “Our strategy is
through...”
These are aspirations, actions, vision, or aspects that will
help one in achieving operational excellence, but not a
business strategy. While one thinks strategy means trying
to compete within an industry on the same competitive
dimensions, that’s where one is missing the point.
The third problem is the lack of supporting hard and soft
infrastructure required to create a working strategy. Lack
of understanding of the meaning and importance is one
major lack of soft infrastructure. Even if we disagree, the
understanding of the process of strategy formulation being
preceded by the process of strategic analysis is certainly
an issue. No strategy can be built upon vacuum. It requires
data and information of the broad business environment,
industry, consumers, competitors, regulators, and other
connected stakeholders. Our BIFs are not well equipped
with the organizational structure and responsibility system
design to gather such information, analyze them, synthesize
them and contribute meaningfully to strategy formulation.
There is not an adequate knowledge management system,
technology integration, and formalization of the process in
order to conduct a proper strategic analysis of the business
environment, consumers, and market participants. Data and
information are scattered all over and mostly in the heads of
some executives. Having experience, knowledge, data and
information is different than having them in the utilizable,
harness-able, and exploitable form. While complete
digitization of KYC information is not around the sight yet,
developing business intelligence through analytics is still a
far cry in our BFIs.
The fourth problem can be cited as the cause of every

to motivate our employees
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problem mentioned above — operational thinking
dominating the strategic thinking discipline among the
board members and top executives. Daily operational and
business-related issues are so pressing that there is no time
and willingness for strategic thinking, nor there is time to
understand the true meaning of it and get into the proper
procedure of strategic planning. While they are busy
setting and working on a daily basis to achieve the business
targets, while the best they think are doing is competing
to be the best in the industry or subset of it, they miss
winning by competing to be unique. It is this operational
or tactical thinking that leads them, inevitably, into the
many short-term operational complexities, convoluted
relationships, and reactive firefighters. Then we find most
of them overwhelmed with the needs of the moment, and
there appears to be no relief in sight.
Very interestingly, the top executives of our BFIs are into
a vicious circle of not being able to think strategically, not
being able to devise a strategic plan because they do not
have understanding, time, resources, structure, design,
formalization, information, and data because of the lack
of proper discipline of strategic management. Willingness,
commitment, proper allocations of the resources, and
the right design of the organization for the strategic
management would allow the top executives enough time,
resources, and understanding of the strategy and strategic
planning process.
Repercussions of not having a business strategy
Lack of business strategy for an organization is equivalent
to the lack of driving software; resulting in the chaotic
performance (almost always failing to deliver intended
effectiveness and efficiency) of all other software and
hardware of the organization. Followings would be major
negative repercussions of not having a proper business
strategy:

- The organization would fall into the trap of a myopic
rat race within the industry taking industry norms
and competition as benchmarks; which would take it
far away from opportunities of value innovation and
disruptive innovation.

- The organization would find it impossible to
achieve congruence and synergy between various
organizational elements like systems, structure, staff,
skills, style, and shared values.

- The translation of the top executives’ decisions into
operational actions at the floor would consume lots of
time, resources, and effort due to the lack of a guiding
star for such decisions — ‘the business strategy’.

- The organization runs the risk of being run on the basis
of experience, expertise, knowledge, and capacities of
a few individuals (sometimes whims) resulting in the
lack of proper organizational leadership, its exercise,
and system of succession. The sustainability of the
organization and its success would be at risk.

- Almost all the members of the organization (especially
till the middle management) progressively fall into the
trap of everyday operational management, everyday
crisis, and myopic management style, driven by the
need to achieve short term targets — losing focus of
the vision, mission, and long-term objectives of the
organization. The organization would lack unified
actions, acumens, and allocations in order to hit the
bull’s eye of organizational strategic intent. One of
the common pieces of evidence of such repercussions
in the organization is the focus on urgent aspects on
daily basis than important aspects. The strategy gives
us a proper guide to differentiate between these two.

- The organization confuses itself with multiple
goals, multiple interests, multiple decisions, and
multiple sequences of events, all facing in multiple
directions resulting in greater organizational inertia
to bring about needed change in order to capture the
opportunities available in the trends of the industry
and market.

- Lack of strategy surely means a lack of strategic
analysis. Such absence would take an organization
far away from the facts, realistic insights of the
market, its business context, the big picture of the
industry, possible future scenarios, and impacts
on the organization due to the upcoming changes.
The organization runs the risk of being managed
haphazardly, the existential performances, if there are
some in between, being a sweet accident. The blind
man in the darkroom would not be able to catch the
black cat — some undeliberate touches would be lucky
ones.

- The discipline of critical thinking, reflective learning,
credible analysis, and synthesis would be missing
in the organization. The entire team would end up
being conformist, always running on causal logic
(cause-effect relationship) and never striving to be
innovative and proactive. That way, the capacity of
the organization as a whole for problem-solving,
alignment, and adaptation would suffer.

Some other common problems that arise in an organization
due to lack of strategy are — lack of co-ordination, role
ambiguity and role conflict, misunderstanding about
performance goals, lack of focus among employees,
duplication of resources and efforts, lack of flexibility to
react to uncertain changes in the business environment, lack
of objectivity in performance evaluation and management,
lack of setting up of and monitoring of qualitative goals.
What is Business Strategy?
Trying to define strategy in one paragraph would be
undermining its power and importance. The strategy should
be understood as of a big scale and scope, which needs to
address many important aspects about the organization,
its elements as a system, and its future. Following are the
points which would help us develop the understanding of
strategy to the extent that we can take steps in formulating
one for our organization:

- Strategy is the pattern in a stream of direction,
decisions, actions, and scope of an organization over
the long term, which allows us to achieve competitive
advantage in a changing environment through optimal
orchestration of its configuration of resources and
competencies to the opportunities and threats with the
aim of achieving our business goals by fulfilling our
stakeholder expectations.

- Strategy and its formulation is the art and science of
continuously developing new competitive advantages
for the firm so that it effectively executes and competes
within its chosen position (a strategic position) in the
marketplace and successfully achieves identified
business objectives, including creating value for all
stakeholders in the firm.

- Strategy should provide clarity to the organization in
the aspect of “how to win’. For business organizations,
winning would mean reaching our vision through the
accomplishment of our mission by scoring 100% in
each of our business goals.

- Strategy does not mean assimilating, attaining, and
extending best practices; it’s not about running the
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same race faster. It means creating a unique and

sustainable competitive position; it’s about choosing

to run a different race.
- Strategy is a conductor which allows for the
orchestration of our resources and competencies such

that an organization can create different music as a

strategic position in the theater of relevant industry.

- Strategy is a set of decisions and actions which would
allow us to:

o Use our strengths to take advantage of
opportunities and reduce/ nullify/ pass/ curb the
impacts of threats

o  Save us from exposing our weaknesses in the
path of threats and utilization of opportunities.

- Strategy gives us a clear indication of how to convert
our economic goals to shareholders' value without
compromising on other stakeholders”’ interests.

- A good strategy should have an answer to ‘how to

create?':
o A unique value proposition compared to
competitors

o A different, tailored value chain with tightly
orchestrated value-creating activities.
o  Clear tradeoffs, and choosing what not to do
(Strategic Tradeoffs)
o  Activities that fit together and reinforce each
other (Strategic Fit)
o  Continuity of strategy with
improvement in realizing the strategy.
- A strategy should answer the following questions as
concretely and specifically as possible:
o Where will we play? (Arenas)
With What? (Unique Value Proposition)
How will we get there? (Vehicles)
Using What? (Resources and Capabilities)
What will be our sequence and speed of moves?
(Staging)
o How will we be different from others?
(Differentiators)
o  How will we achieve our economic returns?
(Economic Logic)
o  Remaining What? For
(Sustainability)
All of the points given above for describing strategy
should not be considered mutually exclusive, but mutually
reinforcing and complementary to one another.
The Big Leap and Process
Given the scenario of discipline and faculty of strategic
management in our BFIs, a big leap that the board and top
management can take is to take the organization through the
process of institutionalization of the function of strategic
management. The first and foremost step towards it would
be to allocate dedicated resources, time, and effort to
understand the meaning, essence, importance, and process
of strategy and strategic planning. That should be followed
by the process of strategic planning putting the highest
priority on the discipline of strategic thinking throughout
the process. For that, the CEO should establish the formal

continual
o
o
o
o

How  Long?
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structure and responsibility system within the organization
that allows for continuous and dynamic management
of relevant data and information related to the business
environment, industry, marketing, consumers, and other
industry participants including regulators. CEO should
take the role of chief strategist of the organization and start
the formal process of strategic analysis and formulation.
Some key actions one should take in that line are — analysis
and synthesis of the data and information for identifying
patterns, trends, and counter-trends in the industry and
market; interactive meetings and workshops with the
internal and external stakeholders; conducting required
researches in the market and among consumers; use proper
tools of strategic management (not only SWOT —which
actually is a secondary tool) to identify the viable strategic
positioning, available strategic choices, required strategic
fit and yielding strategic tradeoffs; develop a strategic plan
with comprehensive content and devise strategic initiatives
as per the strategic plan in order to translate them to the
business plan and action plan thereof.

Strategic management is a dynamic process, which would

not get over after formulating a strategy. The leadership

of the organization should create a system whereby, the
following loop is run by and throughout the organization in

a progressive manner (with a proper feedback loop):

- Communicate the strategy relentlessly to all
constituencies/ stakeholders.

- Harness the moral purpose of strategy.

- Maintain discipline around the strategy, in the face of
many distractions.

- Design the structure, create the system, develop the
staff, and customize the style as per the intended
strategy.

- Decide which industry changes, technologies, and
customer needs to respond to, and how the response
can be tailored to the company’s strategy.

- Measure progress against the strategy using metrics
that capture the implications of the strategy for serving
customers and performing particular activities.

- Sell the strategy and how to evaluate progress to the
financial markets.

- Continuously improve through feedback loop coming
from within and outside the organizational boundary
and reflect them into annual strategic review and
business plans.

Banks and Financial Institutions have played a pivotal role
in setting examples related to various facets, not only in the
economic structure and financial sector of our country but
also in the overall business arena. However, it seems to be
lagging behind when it comes to the development of and
execution of strategic management as an organizational
discipline; living up to its real meaning and essence. The
first step towards that endeavor can be the effort its board
and top management put on understanding the meaning
and importance of strategy and then initiating the process
of formulating one through strategic planning.

“People should not be unfamiliar with ‘strategy’; those

who understand it, will survive; those who dont, will

perish” — Sun Tzu (The Art of War)
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Internal Control System in the Context

of Commercial Banks

&

1. Introduction

Commercial banks occupy an important position in Nepal’s
financial system. In recent years, with the development
of economy, a series of problems arise in the process
of risk management and internal control, which have a
negative effect on market economy. As a result, people
pay more attention to internal control, hoping to establish
a better internal control system and improve the ability of
commercial banks to identify and prevent risks.

With the gradual advancement of Nepal’s financial reforms,
commercial banks have gained amazing opportunities, but
they are also facing the challenge of breaking the barriers
to market access for the banking industry and increasing
competition in the same industry. In the face of severe
market competition, commercial banks often relatively
give importance to short-term operating performance,
but lack awareness of risk prevention and ignore long-
term development strategies. These Risk Management
Guidelines contain details on management of six major
risks: Credit Risk, Liquidity Risk, Operational Risk,
Market Risk, Foreign Exchange Risk, and Interest Rate
Risk. Market Risk Management and Foreign Exchange
Risk Management are included in the same section
whereas foreign exchange risk is the only major market
risk in the context of Nepalese Banking Industry (NRB
Bank Supervision Department,2018).

In recent years, Nepal’s commercial banks have
developed rapidly, and major commercial banks are
committed to the formulation of internal control systems.
It is precisely because of the lack of a complete internal
control management system. The lack of awareness and
prevention of various risks will frequently cause vicious
economic cases in the banking industry. Therefore, it is
urgent and important to strengthen the internal control
system of commercial banks.

Academia’s research on internal control has achieved
important results in the formation of academic theory
and designing rules and regulations. In 1992, the COSO
Committee released the “Internal Control-Integration
Framework”, which focused on the internal control theory,
especially the overall framework of internal control. It
became the most authoritative theoretical research result
in the field of internal control, and was widely studied and
applied. In 2013, the COSO Committee issued a newly
revised Internal Control-Integration Framework.

COSO is pleased to update the Internal Control -Integrated
Framework and believes the Framework will enable
organizations to effectively and efficiently develop and
maintain systems of Internal Control that can enhance the
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likelihood of achieving the entity's objectives and adapt
to changes in the business and operating environment
(COSO0, 2013).

Operational risk can result not only in direct losses (i.e.
direct expenses), but also impact service, revenues,
competitive advantage, etc. (Known as indirect losses).
The bank considers to set aside only direct losses for
operational risk (Shant Bahadur Shah, 2077).

On the basis of the above-mentioned framework
documents, the emergence of internal control issues
is negatively related to the effectiveness of corporate
governance, and the role of corporate governance should
be fully active.

Monitoring internal controls is essential to ensure that the
controls are operating efficiently. Monitoring involves the
use of evaluations by management and third-parties of
the controls in place to identify issues and communicate
these issues to the appropriate parties for corrective
action to be taken (Lindsay & Brownell, LLP, Sept. 25,
2017). Professionalism of financial personnel affects
the implementation of the internal control system and
is an important factor in achieving the internal control
objectives. As for the internal control of commercial
banks, the Basel Committee promulgated the “Internal
Control System Framework of Banking Institutions.

The Basel Framework is the full set of standards of the
Basel Committee on Banking Supervision (BCBS), which
is the primary global standard setter for the prudential
regulation of banks. The membership of the BCBS has
agreed to fully implement these standards and apply them
to the internationally active banks in their jurisdictions.
The background page describes the framework's structure
and how to navigate it (Basel Framework,2021).

NRB Internal Audit Department under Laws, Policies
and Guidelines helps to improve internal control systems,
prevent financial risks, and ensure the smooth operation of
the banking system by submitting the internal audit report
to the Audit Committee on accounts, budget working
procedures, compliance to acts, rules and regulations
( NRB, nd.). It was revised again, pointing out that
commercial banks bear the primary responsibility for risk
prevention and effective internal control is the premise of
good operation.

The internal control of Nepal’s commercial banks should
be extended and we should pay more attention to non-
financial reporting areas to prevent risks comprehensively.
It has attached importance to corporate governance
and appropriate incentive and restraint mechanisms to
construct internal control environment. And commercial

* Former Olfficiating Executive Director, Trade and Export Promotion Centre
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banks should integrate the concept of comprehensive risk
management into the entire process of audit and improve
self-restraint mechanisms by strengthening re-supervision
of internal control.

2. Fact Part

2.1. Knowing of the Internal Control of Commercial
Banks

Commercial Banks have been continuously strengthening
the Bank's internal controls. In addition to the basic internal
control system for major products, it has also strengthened
the internal control system of risk management,
information technology security and others to meet the
needs of internal and external environmental changes.

2.1.1. Control Environment

Majority of commercial banks are offering more than 21
services to their customers through different branches
established at different geographical locations. Most of the
commercial banks (76.9%) are introducing three to four
services in a year. When new services are offered, 53.8
percent of them promote them aggressively. The priority
of the majority of Nepalese commercial banks is to
retain customers whereas 28 percent of them are found to
concentrate on customer acquisition. All the commercial
banks are applying the concept of management control
system by setting target for their branch and at individual
level and comparing it with actual performance. The target
for a branch is fixed in terms of number of clients, amount
of deposit collected and lending. The target is also fixed
for the majority of the individuals (Saroj Rijal, 2006).

The board of directors of all commercial banks prioritize
the establishment of a reasonable and effective internal
control system. By continuously regulating the company’s
governance structure and strengthening risk management,
ithas achieved a good separation of duties in the company’s
decision-making, implementation and supervision
processes, laying a solid foundation for the company’s
internal control.

RBB has recognized the importance of internal control, but
some managers and employees have misunderstandings on
internal control. As a result, such internal control cannot
monitor and prevent risks in advance during the operation
of RBB, and cannot fundamentally eliminate hidden risks.

At the same time, RBB lacks effective incentive and
restraint mechanisms, which is important to achieve the
goal of long-term development.

2.1.2. Risk Assessment

Commercial banks face credit risk, operational risk and
market risk. They need to establish a reasonable and
effective risk management system to identify, control
and monitor these risks. The company that conducts risk
assessment through scientific and effective means can
identify internal and external risks.

The main risks identified and evaluated include credit risk,
operational risk, foreign exchange risk, interest rate risk,
etc., but RBB lacks necessary assessment for other risks.
While inspecting the application materials, the handlers
only pay attention to whether the information submitted by
the loan company is complete and meets the requirements
for handling business.

Risk Management became a hot topic after 2008 financial
crisis. Growing complexity in the banking industry, major
operational losses that have occurred in recent years and
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new regulatory capital regime have prompted both banks
and banking supervisors to increasingly view operational
risk (Narayan, 2074).

Nepal Rastra Bank has laid significant emphasis on the
adequacy of a bank’s management of risk. Nepal Rastra
Bank puts forward this document for the purpose of
providing guidelines to all commercial banks on risk
management systems that are expected to be in place.
This document sets out minimum standards that shall be
expected of a risk management framework. Overall risk
management is of utmost importance to Banks, and as
such, policies and procedures should be endorsed and
strictly enforced by the senior management and the board
of the Bank (NRB, 2010). Thus, Nepal Rastra Bank has
been playing a key role in extending its support in every
possible ways to expand access to finance and financial
inclusion in the whole nation by implementing various
policies and programs through its Monetary Policy and
Directives (Durgesh, 2077).

2.1.3. Control Activities

It should be noted that RBB has made great efforts in
establishing a sound internal control system in recent
years. However, if the specific control activities cannot be
put in place, even if the system is designed well, it will
only be a piece of paper and cannot truly improve and
enhance internal control.

Banks’ business processes are interlinked. As long as one
employee adheres to the system and implements control
activities, the internal control problems can be effectively
avoided. For example, in the Credit Department of RBB,
many bad debts are generated because loan managers
disregard the internal control system of credit business and
relax the standards to help enterprises obtain loans in order
to complete the business indicators. Some managers have
even helped the loan company to pass the examination
of the risk management department, without having the
related control activities on credit risk implemented at all.
With the rapid development of credit card business, the
bad debt rate of credit card loans is also rising.

In the course of business operations, an appropriate
separation of duties should be implemented among
departments and positions. In addition, the system password
should be changed regularly, but for the convenience of
the operators, it may not be changed for a long time. The
weak implementation of internal control activities may be
a critical problem for RBB.

2.1.4. Information and Communication

With the development of network, RBB is constantly
improving its own electronic information system to
provide an efficient platform for information exchange and
communication. RBB not only focuses on the maintenance
of internal computers, but also adopts a series of control
measures to ensure information security. For example,
each computer is encrypted and authorized to ensure the
separation of duties between the information technology
department and the business department.

RBB’s measures on information and communication are
worthy of recognition, but there still exist some problems
in the process. Some employees only pay attention to
whether the collected materials are complete and whether
they meet the needs of the business, but ignore the
collection of internal control information and do not enter
the internal control information into the system for future
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reference and review. In addition, RBB sometimes fails to
deliver the collected information to relevant departments
in a timely manner and reduces the work efficiency.
RBB should recruit specialized personnel to conduct a
professional analysis of the collected data to effectively
predict internal control risks in advance.

2.1.5. Monitoring

RBB’s supervision of internal control is mainly
reflected in the vertical supervision of the internal
audit department of the head office and the parallel
supervision of branch function management departments.
The comprehensive supervision mechanism ensures
the legality and effectiveness of internal control. The
internal audit department formulates the methods and
procedures, identifies and measures various risks, timely
discovers potential risk factors and reports to the relevant
management.

Branch functional management departments shall make
reasonable adjustments based on the internal control
processes and specifications and form the internal control
management system that is most suitable for the branch
without violating the regulations of the head office.
Besides, regular inspections are conducted to check
and evaluate the implementation of internal control at
various grass-roots operating banks. They collect relevant
information in a timely manner, analyze internal control
problems and provide feedbacks.

RBB’s internal audit is mainly based on traditional audits,
focusing on performance audits, compliance audits, and
departure audits. The risk management audit is relatively
weak. The audit concepts and audit methods are relatively
backward, which actually leads to the failure of internal
audit to identify the systemic risks of banks, and the
internal control supervision is ineffective to some extent.

The area of operation risk basically occurred in non-
compliance, weak internal control system and shaded parts
of the regular business. In these circumstances, the result
of new regulatory changes regarding the risk management
perspective has been additional pressure on the bank and
financial institutions to further strengthen their operational
risk management capabilities and processes.

3. Suggestion and Conclusion
3.1. Suggestion

To form an effective internal control system, commercial
banks in Nepal, such as the RBB, should first improve
corporate governance and set up a sound mechanism
of restriction and supervision. On the one hand, audit
committee/authority should be independent and
authoritative, and be directly responsible to shareholders
and investors of commercial banks, and truly play a
supervisory role. On the other hand, all employees should
understand the internal control concept and the bank
should employ highly professional and ethical personnel
for management positions.

In addition, it is necessary to improve the information
exchange mechanism of commercial banks. It should
establish an internal control information monitoring
database, and continuously collect and summarize
internal and external information related to internal
control management. And the database will become a
comprehensive tool for dynamic information analysis, and
lay the foundation for the use of quantitative technology

for internal control management.

Finally, commercial banks should establish a sound
management structure and an excellent corporate culture. It
is important to formulate a clear system of responsibilities
to promote the smooth progress of internal control activities
and strengthen the risk prevention awareness of all staff.

3.2. Conclusion

In the severe market competition, commercial banks
are facing huge risks and ensuring the smooth operation
of commercial banks has an irreplaceable effect on the
development of Nepal's market economy. In recent years,
Nepalese Ministries and Departments have continuously
strengthened supervision of the banking industry, but only
relying on external constraints and supervision cannot
guarantee the healthy development of commercial banks.
Commercial banks should also pay more attention to
internal control from top to bottom and constantly improve
the internal control system.

For a high-risk industry such as a commercial bank, internal
control involves all aspects, of which risk prevention and
control is particularly important. At the same time, it is
also necessary to continuously improve the organizational
structure and create a good internal control environment.
Commercial banks should improve the ability of risk
assessment, detect risks timely and effectively, improve the
execution of internal control activities and build smooth
information exchanges and communication channel to
ensure that internal control is effectively supervised. In
the process of internal control activities, full participation
and full implementation are required, and we must pay
attention to the effectiveness and enforcement of various
measures.
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Securitization as a Financing
Mechanism for BFIs

&

Ram Kumar Thapa®
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The term securitization refers to the process whereby
income yielding assets are pooled together on the basis
of homogeneity in maturity and cash flow pattern, and
converted into tradable bonds with the help of a specially
formed entity or vehicle. In other words, securitizationrefers
to packaging and selling of financial assets which generate
cash flows, from the entity that owns them to another entity
that has been specially set up for the purpose called special
purpose vehicle (SPV), also called a bankruptcy-remote
entity, and issuing the bonds by the second entity i.e. SPV.
A securitization transaction is executed through a transfer
of financial assets, conventionally residential mortgages,
by originating financial institutions (FIs) to a special
purpose vehicle (SPV) off balance sheet, which then issues
debt securities in the capital market. Securitization turns
illiquid mortgages into debt securities that can be sold in
capital market. Although any assets representing future
predictable cashflows can be securitized to the extent that
they can be efficiently transferred to the SPV, it has worked
so well with residential mortgages.The securities issued by
the SVP in a securitization transaction upon various types
of mortgage loans are referred to as mortgage-backed-
securities (MBS); whereas the asset-backed-securities
(ABS) are created by securitizing any other type of assets.
Securitization of commercial mortgages faces many
problems due to heterogeneity in terms of maturities and
credit quality, thus making it hard to predict cash flows.
The key element of the process is that the obligations to
bond-holders or investors are backed by the value of a pool
of financial assets and credit support provided by the third
party to the transaction.

Securitization was considered to be perhaps the greatest
financial innovation in the 20" century and it has extensive
history in the US capital market and several economies
overseas. The history of securitization dates back to 1970s
in the USAwhen two government-sponsored agencies —
the Federal Home Loan Mortgage Corporate (FHLMC)
and the Federal National Mortgage Association (FNMA)-
started acquiring home mortgages from lending institutions
and issuing securities backed by pool of these mortgages.
The market further grew with introduction of auto loans
and credit card receivables in 1980s. Both commercial
and investment banks engaged in securitization process
massively by setting up separate trading department. In the
context of Europe, the market for securitization developed
in the late 1980s and early 1990s in the United Kingdom.
The initial key assets used in the process were residential
mortgages and consumer loans. In India, the Reserve
Bank of India (RBI) started regulating securitization
through separate guidelines for standard assets since 2006.
After the global financial crisis, the regulator imposed
many restrictions, many of the changes were in line with
the Basel Il requirement, and issued ‘the Guidelines on
Securitization of Standard Assets and Direct Assignment of
Cashflows’ in May 2012. Besides, a separate act known as
‘Securitization and Reconstruction of Financial Assets and
Enforcement of Security Interest Act, 2002’ for stressed
financial assets. The direct assignment of receivables,
rather than the use of SPV, is preferred in Indian market
where the originating BFIs can directly sell their assets to
other BFIs bilaterally.

Sale of Issuance

£ Asset assetbacked
Orici Of AAssets SPV (Assignee & Issuer) > Investors
riginator . / Bondhold
securities ondholders
- -«
Sale ProceedsSale Proceeds l
\/
Hedge Security
Servicer Provider Trustee

Technically the originator (for example a bank selling
residential mortgages) initiates the process by bundling
certain assets and selling them to a legal entity, a SPV,
specially created to limit the risk of the final investors
vis-a-vis the issuer of the assets. The SPV either issues
securities directly or resells the pool of assets to a

* Chief Manager, Rastriya Banijya Bank Ltd.

‘trust’, that in turn issues the securities. Such assets will
be serviced by a separate party called ‘servicer’ or the
originator itself. If the mortgages are sold to the issuer, the
originator or servicer will continue, on behalf of the issuer,
to collect interest and principal from the borrowers on such
mortgages and will take enforcement action in respect of
defaulted mortgages, whenever required.

125



Forms of Securitization

Mainly there are three forms or vehicles of asset
securitization viz. the pass-through security, the
collateralized mortgage obligation (CMO) and the
mortgage-backed bond.

1. The Pass-Through Security

In a pass-through structure, the SPV issues ‘Pass Through
Certificates’ that enable the investors to take a direct
exposure on the performance of the securitized assets.
Mostly government agencies or government-sponsored
enterprises, (For example: Government National Mortgage
Association (GNMA), Federal National Mortgage
Association (FNMA) in the USA) are directly involved in
the creation of mortgage-backed, pass-through securities.
Such agencies perform mainly two functions — sponsoring
mortgage-backed securities and guaranteeing the investors
the timely pass-through of principal and interest payments
on their sponsored bonds.

In this form of securitization, BFIs pool mortgages and
other assets they originate and offer investors an interest in
the pool in the form of pass-through securities. The process
begins with packaging of mortgages or other assets and
removing them from the balance sheet by placing them
with a third-party trustee, in a special purpose vehicle
(SPV) off the balance sheet. In this case, the third-party
can be another bank of high creditworthiness or a legal
trustee. After this, a guarantee for the timing of interest
and principal payment on the bonds issued to back the
mortgage pool is obtained for a fee (from GNMA in case
of the USA) and the originator BFTI itself will continue to
serve the pool of mortgages for a fee, even after they are
placed with a trustee. Then, the pass-through securities are
issued (e.g., by GNMA) and sold to outside investors in
the capital market and the proceeds, net of underwriting
fees, paid to the originating BFI. Insurance companies and
pension funds are purchases of these securities. Similarly,
this is the structure of securitization used in India, too.

2. The Collateralized Mortgage Obligation (CMO)

The CMO, innovated in 1983 by the Federal Home
Loan Mortgage Corporation (FHLMC) in the USA, is a
device for making mortgage-backed-securities (MBS)
more attractive to investors. For this, the cashflows from
mortgages are repackaged and a multiclass pass-through
with a number of different bondholder classes or tranches
are created. Unlike the pass-through security which gives
each investors a pro rata share of promised and pre-paid
cashflows on a mortgage pool, each bondholder class has
a different guaranteed coupon and early cashflows from
mortgage prepayments are allocated to retire the principal
outstanding of only one class of bondholders at a time. This
allows the other classes of bondholders to be prepayment
protected for a period of time thereby reducing prepayment
risk to them.

The CMOs are created either by packaging and securitizing

whole mortgage loans or by placing existing pass-throughs
in a trust or third-party BFIs off balance sheet, which issues
new CMOs against the pass-throughs or mortgage loans
as collaterals. Thus, the CMOs issued against the pass-
through as collateral is equivalent to double securitization.
The CMOs are issued in at least three classes or tranches
(Class A, Class B & Class C) with different coupons and
prepayment protection. Class A bonds have the shortest
average life with a minimum of prepayment protection;
whereas Class C bonds are subject to long expected life
and high degree of prepayment protection.

3. The Mortgage-Backed Bond (MBB)

The mortgage-backed bonds are created by pledging
a group of assets on the balance sheet as collateral. The
relationship between MBB and the mortgages backing
the bond is just like collateralization with first claim by
the MBB bondholders. A trustee normally monitors the
designated mortgage assets as collateral to make sure that
the market value of these collaterals exceeds the principal
owed to the bondholders. Such cushion in market value of
collaterals help ensure that these bonds can be sold with a
high credit rating resulting in lower coupon payments than
would be otherwise required.

These bonds differ from the pass-through and CMOs in two
major aspects. First, the BFIs remove mortgages from their
balance sheet as off-balance sheet securitization under the
pass-through and CMOs, but they remain on the balance
sheet while creating MBBs. Second, there is a direct link
between the cash flows on the underlying mortgages and
the cash flows on the pass-through and CMOs; whereas the
relationship for MBB is one of securitization. A BFI issues
an MBB to reduce risk

Advantages of Securitization

1. Tool for portfolio diversification for investors and
originators. This offers investors an opportunity
to increase their returns by diversifying into non-
traditional assets classes and hedging the market
volatility but still expanding the financial market.

2. Helps reduce regulatory taxes such as capital
requirements, reserve requirements and deposit
insurance premiums: Originators, by securitizing
assets from their balance sheets, can increase the pool
of available capital that can be used for investment.

3.  Improves risk-return trade-off: The originators
can raise money without the loan appearing on the
balance sheet and keep the surplus from the sold
‘loans’ as profit. Further, the originator can improve
the return on capital through act of servicer without
having assets and liabilities on its balance sheet.

4.  Creates liquidity: BFIs as originators can access
a cheaper and more immediate source of capital
through this process.

Disadvantages of Securitization

1.  Complexity: The process of selling otherwise illiquid
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loans to third parties, who are solely dependent
on credit ratings by third party is complex. The
involvement of multiple parties such as originator,
servicer, SPV, arranger or investment bank, rating
agency, and trust make the process much complex to
ordinary investors. The mortgagors are not party to
the agreement between the mortgagee and the SPV;
they are even not notified of its existence.

2. Off-balance sheet treatment: Securitized assets are
intangible and investors have claim on the third
parties (Originator’s receivables). But the originator
treats such assets as off-balance sheet items. Thus,
the originator generates the risk but does not take it.

3. Asymmetric information problem: The issuer of the
securities knows much more about what he is really
selling than the buyer (investor) does. A potential
investor needs to be an expert to be able to evaluate a
securitization program, which reduces participation
of investors. Although credit rating of securities
can resolve this problem, the rating agencies are
also blamed for being generous in awarding high
credit ratings thereby causing loss of confidence of
investors.

4. Moral hazard problem: The securitization changes
the role of BFIs from being financer to intermediator
in the economy. The BFIs engaging in this process
are likely to be less careful in accurately assessing
credit risk and credit agencies become less stringent
with regard to the quality of the final borrowers.

Securitization Framework by BCBS

The Basel Committee on Bank Supervision (BCBS) made
revision on the securitization framework published in
December 2012 to include alternative capital treatment for
simple, transparent and comparable securitization in July
2016, which came into effect in January 2018. The Basel
IT securitization framework suffered from a number of
shortcomings relating to calibration of risk weights. Those
identified flaws include mechanistic reliance on external
ratings, excessively low risk weights to highly rated
securitization exposures, excessively high-risk weights
for low-rated senior securitization exposure, insufficient
risk sensitivity of the framework among others. The Basel
IIT securitization framework has limited the hierarchy of
approaches to assess credit risk to determine the capital
charge for the underlying exposure to three primary
approaches, namely Securitization Internal Rating-
Based Approach (SEC-IRBA), Securitization External
Rating-Based Approach (SEC-ERBA), and Securitization
Standard Approach (SEC-SA). A fundamental change in
hierarchy of approaches to credit risk exposures is the basis
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of selection of approaches. The new framework rules out
the role of the bank in securitization-investor or creator or
the credit risk approach that the bank applies to the type of
underlying exposure and considers the information that is
available to the bank on the type of analysis and estimations
performed by the bank on the specific transaction. The
capital requirements have been changed to commensurate
with the risk of securitization exposures so as to promote
consistency with the underlying IRB framework and not to
disincentivize securitizations of low credit risk exposures.
The senior securitization exposures backed by good quality
pool of assets is subject to risk weights as low as 15%. If
a bank cannot use any of the prescribed approaches for a
given securitization exposure, it is required to assign the
exposure the risk weights of 1,250%.

Concluding Remarks

Securitization practice has spread globally in varying
forms and legal frameworks. Over reliance on the credit
rating agencies which are supposed to determine the
ability and reliability of the SPV to make complete and
timely payments on the issued bonds was blamed, among
others, for fueling the global economic crisis 2007-08.
Further, Securitization of home mortgages in the USA
fueled excessive risk-taking throughout the financial
sector. It is said that if there is shortage of fund to finance
desirable activities by traditional issuers of loans, the
prospects of securitization rise. Owing to the role (at least
indirect) of securitization in the financial crisis, much has
been done in framing regulatory provisions by the BCBS
in order to strengthen assessment of risk exposures of the
securitization transactions and capital charges against it so
as to perform safer, reliable and transparent transactions of
securitization.
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Stagflation - A Perspective

&

1. Meaning

At the inception, I would like to reiterate the statement
given by British Conservative Party politician, lain
Macleod in a speech to the House of Commons during
1965 "We now have the worst of both worlds — not just
inflation on the one side or stagnation on the other, but both
of them together. We have a sort of 'stagflation' situation
and history in modern terms is indeed being made."

Stagflation is a combination of the words stagnation and
inflation. It describes an economic condition characterized
by slow growth and high unemployment (stagnation)
mixed with rising prices (inflation). It is an economic
cycle in which there is a high rate of both inflation and
stagnation. Inflation occurs when the general level of
prices in an economy increases. Stagnation occurs when
the production of goods and services in an economy slows
down or even starts to decline. It's a period of no growth or
even an economic contraction, or shrinking of an economy.

2. Causes

Stagflation is characterized by economic ills like slow
economic growth, high unemployment, and high
prices. Stagflation is often caused by a rise in the price
of commodities, such as oil. Stagflation occurred in the
1970s following the tripling in the price of oil. Similarly,
stagflation occurred in 2008 up to a certain extent
following the rise in the price of oil and the start of the
global recession. The major causes of stagflation have
been explained below:

2.1. Supply Shock

A supply shock is an unexpected event that changes the
supply of a product or commodity, resulting in a sudden
change in price. A positive supply shock increases output
causing prices to decrease, while a negative supply shock
decreases output causing prices to increase. Supply shocks
can be created by any unexpected event that constrains
output or disrupts the supply chain, such as natural disasters
or geopolitical events like Covid-19 Pandemic, War etc.
Crude oil is a commodity that is considered vulnerable
to negative supply shocks due to its volatile Middle East
location.

Stagflation is believed to be caused by negative supply
shocks which leads to shift in aggregate supply cure to
the left leading to rise in price levels and fall in output
and employment. For example, rising commodity prices,
such as oil prices, will cause a rise in business costs
(transportation being more expensive) and short-run
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aggregate supply will fall (aggregate supply curve shifting
to the left). This causes a higher inflation rate and lower
GDP.

2.2. Differential/Unequal Accumulation of Wealth and
Capital

Differential accumulation refers to concentration of
wealth and capital in fewer hands. It is said that there is a
relationship between mergers and acquisitions, stagflation,
and globalization. Differential accumulation of wealth and
capital over few individuals and entities drives mergers
and acquisitions which concentrate the power to limit the
supply of commodities and accumulated capital in fewer
hands and leads to higher risks of stagflation.

2.3. Dysfunctional trade unions

If trade unions have strong bargaining power — they may
be able to bargain for higher wages, even in periods of
lower economic growth. Higher wages are a significant
cause of inflation.

2.4. Falling productivity

If an economy experiences falling productivity, with
workers becoming more inefficient, the costs will rise and
output fall.

2.5. Poor Economic Policies

Poor fiscal and monetary decisions also prompt stagflation.
It is agreed among economists that many factors contribute
to stagflation, but excess growth in the money supply is
one of the important factor that leads to general price rise.
Notable is the fact that general rise in price levels is one of
the salient feature of stagflation.

Poor fiscal policy cause Cost-push inflation as well, which
is one of the trigger factor for stagflation. Cost-push
inflation occurs when some force or condition increases the
costs of production. This could be caused by government
policies (such as taxes) or from purely external factors
such as a shortage of natural resources or an act of war.

3. Consequences

Stagnation causes a high degree of unemployment because
firms don't need employees if it is not producing. High
degree of unemployment with higher prices of goods and
services makes stagflation a serious problem. Besides,
stagflation is also a very serious problem because the usual
tools used to fix inflation tend to make stagnation and
unemployment worse, while the tools used to fix stagnation
and unemployment tend to make inflation worse.

For e.g. interest rate cuts improve growth rate and lead to
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creation of employment opportunities. However, interest
rate cuts lead to rise in price levels, too. On the other hand,
rise in interest rates lowers inflation but slows down the
growth rate.

Stagflation is difficult for policy makers. For example, the
Central Bank can increase interest rates to reduce inflation
or cut interest rates to reduce unemployment. But, they
can’t tackle both inflation and unemployment at the same
time.

It is believed that investors also suffer from stagflation.
Stagflation generally results in lower profit margins due
to higher input prices and lower sales which has an impact
on the stock market. A report says that S&P 500 in the last
60 years has returned an average of 2.5% per quarter but
historically returns was -2.1% during times of stagflation.
Stagflation can directly impact investors by decreasing
the growth in companies and earnings per share, which
impacts stock prices.

Cash dividend of investors may also be negatively affected
as companies reduce or suspend their dividends to conserve
cash. For those who invest in growth stocks, there could be
significant losses as many have expected growth targets
priced into their equity shares that stagflation would make
it harder to meet.

Stagflation could impact international trade by increasing
global commodity prices for everything including food,
makingitmuchmoreexpensivetodobusinessandincreasing
inflation further. National or global unemployment can
also reduce global economic output, consumer confidence,
and spending — increasing unemployment in more areas
because of the interconnectedness of global trade.

4. Whether global economy is heading towards
stagflation?

In the present days, one important question haunting the
minds of many economists worldwide is whether the
global economy could head towards stagflation in the
near future. Can the “stag” and the ‘flation’ components
of stagflation occur simultaneously and persist for some
time? Though denied by many prominent economists, the
following factors still indicates that the global economy
might head towards moderate stagflation up to a certain
degree in the medium term:

4.1. Indicators of negative supply shock: A negative supply
shock is anything that reduces the economy's capacity to
produce goods and services at given prices. COVID -19
pandemic and the subsequent lockdowns can be rightly
categorized as a negative supply shock that could have
shifted the aggregate supply curve to the left. For example,
throughout the pandemic period, it would be no wrong to
say that there have been supply shocks in the form of the
following:

v Labor: Fewer people working due to lockdowns and
layoffs.

v' Goods: Fewer goods being produced which is
reflected, for example in, semiconductor shortages,
which started even before the pandemic.

v' Services: Curtailment in services produced due
to pandemic. For e.g. people postponed elective
surgeries and other health-care procedures, people
postponed travels and other recreational activities
due to pandemic and the subsequent lockdown.

Besides, the emergence of omicron virus might also lead
to lockdowns in future thereby further intensifying the
negative supply shock situation.

4.2. Rising oil prices: It is being observed that the price
of crude oil has been consistently rising over time. The
monthly average price of Brent crude oil during October,
2021was highest since 2014. The table below shows the
monthly trend of average price of Brent crude oil from
January 2021 to November 2021.

Average monthly Brent Crude oil Price
Month Average Monthly Price Per Barrel
(In Dollar)
Jan-21 54.77
Feb-21 62.28
Mar-21 65.41
Apr-21 64.81
May-21 68.53
Jun-21 73.16
Jul-21 75.17
Aug-21 70.75
Sep-21 74.49
Oct-21 83.54
Nov-21 81.54

As it could be seen from the above table that the average
monthly Brent crude oil price has appreciated by around
49% from 54.77 dollar per barrel during January 2021
to 81.54 dollar per barrel during November 2021.
Historically, it has been proven that rise in energy price
has subsequently resulted in increased inflation rates and
leftward shift in aggregate supply curve.

4.3. Slowing China: In 2020, China ranged second
among countries with the largest gross domestic product
worldwide. Since the introduction of economic reforms
in 1978, the country has experienced rapid social and
economic development. In 2013, it became the world’s
largest trading nation, overtaking the United States.
However, per capita GDP in China was still much lower
than that of industrialized countries. Until 2011, the annual
growth rate of China’s GDP had constantly been above
nine percent. However, economic growth has cooled down
since then and is projected to further slowdown gradually
in the future. Rising domestic wages and the competitive
edge of other Asian and African countries are seen as main
reasons for the problem faced by China in its economic
engine. In the third quarter of 2021, the growth of the real
gross domestic product (GDP) in China ranged at mere 4.9
percent compared to the same quarter of the previous year.
It would be no wrong to assume that slowing china can
lead to slow down in global output in the short to medium
term.
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The three factors explained above, i.e., the rising trend in
crude oil prices, supply shocks caused due to pandemic
and slowing china provides some indications that the
global economy could experience mild stagflation in the
near future assuming other things remaining the same.

5.The prescription

Stagflation is an economic condition that combines slow
growth and relatively high unemployment with rising
prices, or inflation. The standard macroeconomic remedies
for inflation or unemployment are considered ineffective
against stagflation. In fact, there is no universal agreement
on the best way to stop stagflation.

Governments respond to recessions through expansionary
monetary and fiscal policies. That is, they pump more
money into the economy. More money means cheaper
money. Businesses are encouraged to borrow, grow, and
hire. Consumers use credit more and consider major
purchases.

Inflation requires the opposite response. The government
restricts the supply of money in the system in order to make
it more expensive to borrow. Businesses and consumers
borrow less and spend less. The overall economy slows
down. With demand declining, prices stop rising.

There is no definitive cure for the combination of both
recession and inflation occurring simultaneously (i.e.
stagflation). However, the consensus among economists is
that productivity has to be increased to the point where it
would lead to higher growth without additional inflation.
This would then allow for the tightening of monetary
policy to restrict the inflation component of stagflation.

6. Key takeaways and Conclusion

Economists do not all agree about what causes stagflation.

It continues to be heavily debated. But almost all of them
agree on a point that stagflation is a problem. When
stagflation occurs, it has a direct impact on affordability
making it harder for many to meet basic needs, especially
those who are among the unemployed. For those who are
employed, stagflation could lead to risks of job losses and
lower wages, which would decrease consumer confidence
and purchasing power.

In the context of Nepalese economy, it would be no
wrong to say that Nepal has not yet faced the significant
brunt of Stagflation in visible terms during recent times.
However, Nepalese economy has been facing issues like
declining remittance inflows, rising deficit in the balance
of payments and the recent liquidity crisis in the banking
sector which has echoed an alarming signal. There are
certain evils like Reverse remittance (Reverse Remittance
refers to the flow of money in reverse direction from Nepal
to other nations usually for capital account transactions
which is facilitated through Hundi to escape regulations),
Massive use of hundi, asymmetric government expenditure
lopsided towards revenue expenditure, siphoning of loans
towards unproductive purposes etc. which is required to be
addressed with utmost urgency.

Though prominent economists have refuted the possibility
of global stagflation in the near future, certain factors like
slowing China and higher crude oil prices coupled with
negative supply shocks indicates that the possibility of
mild stagflation in the near future cannot be ruled out
completely. Stagflation is like a wildfire, which if catches
in one part of the world has potential to spread rapidly in
other parts of the world, too, that calls for country like
Nepal to assess its vulnerability and take necessary actions
before hand to minimize its negative impacts.
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Balancing between Urgent and

Important Activities

&
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Often we confuse between the urgent and the important
work. Even who have been in management roles for
years and years in large corporate,sometimes, succumb
to this disease in their professional or personal fronts.
Understanding the difference between urgent and important
can make a huge impact on the quality and productivity of
both our personal and professional life.

Urgent tasks are mostly tasks that have already passed the
deadline or that have an immediate deadline. It demands
immediate attention, and are usually associated with
achieving someone else's goals. They are often the ones
we concentrate on and they demand attention because the
consequences of not dealing with them are immediate.
It is not necessary that these urgent tasks should be time
consuming or effort intensive. It is also not necessary that
these tasks will have a significant impact in fact they may
be very trivial or silly. Most often things become urgent or
an urgent situation is created when a person always knows
that something had to be accomplished but kept deferring
it. For instance, acknowledging the receipt of an email or
submitting a report in time is very trivial but if ignored can
become an urgent task.

Important tasks, on the other hand, need not have a deadline
looming over the organization. They are important because
of the impact that they can have on the organization. Again,
these need not be time consuming or effort intensive and
may not require you to do it immediately. For instance,
succession planning, business process reengineering,
strategic planning & implementation, digitization &
up-gradation of technology etc. are the examples of the
important works to be done in an organization.

Important tasks are those which help to achieve our own
goal, effectiveness of the organization, and has long term
consequences while urgent tasks help to achieve goal for
others, increases efficiency in the short term and have
immediate consequences.

Normally important works may not be urgent and urgent
works may not be so important to the organization. So
it can be said that there is adverse relation between the
urgent and important tasks.

* Senior Manager, Rastriya Banijya Bank Ltd.

Often the task becomes urgent when the important task
has been ignored. For example, if a bank does not upgrade
its software timely and when the volumes of the day to
day business increases a lot and reaches to peak level of
the capacity of the banking software, the bank may have
to face the halt in the operation of the day to day normal
transaction. As a result, the situation becomes so urgent
that bank has to solve it immediately without wasting a
minute to stop it from a difficult crisis situation (may lead to
insolvency of the bank if not handled timely). In the above
case, if the bank has prior noticed and done the important
work of the up-gradation of the banking software in time,
the bank would not have to face the matter of urgency.

We have to study how the urgent tasks kill our productive
time, and make sure whether or not it is consuming our
time relatively in less valuable works. If our productive
time is killed more by the urgent works, the organization
often moves towards failure. If we do the entire important
tasks on time, it is not necessary that the organization does
not have to face the urgent situation but it is sure that the
urgent matters can be relatively less and reduce the chace
of using our productive time for less valuable works.

When we discern between important works and urgent
works, we can overcome the natural tendency to focus on
unimportant urgent activities so that we can have enough
time to do what's essential for our success. This is the way
we move from "firefighting" to a position where we can
grow our businesses.

However, you can't always predict or avoid some issues
and crises. Here, the best approach is to leave some time in
your schedule to handle unexpected issues and unplanned
important activities. (If a major crisis arises, then you'll
need to reschedule other tasks.)

The problem is that important tasks usually get trumped
by urgent tasks. So if you’ve got a limited amount of time
in your day, how can you make sure you set aside time for
important tasks? Dwight Eisenhower an American military
officer who later became 34" president of America has
suggested a decision matrix to prioritize your time between
important and urgent activities as given below.
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THE EISENHOWER BOX

URGENT NOT URGENT
2
= Write article for today. Exmrcising.
O Calling family and frinnds.
o Rasearching articlos,
E Lang-tarm biz strategy.
'_
=
&
O Schaduling interviews, Watching talevision.
= Booking flights. Checking social media,
= Approving commonts. Sorting through junk mail.
= Answaring cortain omails,
g Sharing articles,

“What is important is seldom urgent and what is urgent is seldom important.”
-Dwight Eisenhower, 34th President of the United States

Source: Observer.com

Most people default to doing urgent tasks first—the  References:
problem is that if you’re always doing urgent tasks, you’re
not able to accomplish important tasks. Urgent tasks
always come up. And there will always be more urgent
tasks than you have time to accomplish the important task.
Therefore, the organization may always face a loop of

urgency in activities and the important activities are not https://www.mindtools.com/pages/article/newHTE_91.
timely done. htm (vetrieved on 28 Dec 2021)

https://www.imperial.ac.uk/media/imperial-
college/administration-and-support-services/staff-
development/public/impex/Prioritisation-and-Time-
Managment.pdf (vetrieved on 28 Dec 2021)

To come out of this difficulty of this loop situation is to
make the important task urgent. In order to make important

https://observer.com/2017/03/urgent-vs-important-the-
simplest-way-to-stay-productive-and-do-the-right-

task urgent we can a) give it a deadline, and b) be serious to work/ (vetrieved on 28 Dec 2021)

meet the deadline. So, how much we make the important

work urgent depends upon how short we give it a deadline ~ Attps://www.timemanagementtraining.com/time_

and how much we be serious to meet the deadline. In this management-Know-the-Difference-Between-
way, we can easily make the balance between the urgent Urgent-and-Important.html (retrieved on 28 Dec
and the important activities in any organization. 2021)
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When a bank refuses to make payment of the cheque
due to any causes & returns it to the holder, it is said to
be bounced cheque. It is also considered as a dishonor
of cheque in Nepal. Whatever we say cheque bounce
or cheque dishonor, when it occurs, it may be the cause
of legal action & creates other various consequences as
well. In general, the cheque is a kind of printed form of
document that orders the bank in written to pay money on
demand to the bearer or defined person. It is a kind of bill
of exchange & a negotiable instrument, if it is not crossed.
According to Negotiable Instrument Act, 2034, cheque
means a bill of exchange drawn on a certain Bank payable
on demand. Negotiable Instrument Act of India, 1881
defines cheque as a bill of exchange drawn on a specified
banker & not expressed to be payable otherwise than one
demands. Thus, all cheques are bills of exchange but all
bills are not cheques.

Cheque bounce is common phenomena in present days.
Cheque bounce is a situation that arises when an account
holder issues a cheque for withdrawing an amount
but the bank dishonors the withdrawal as the account
has insufficient fund. If the bank refuses to pay the amount
to the payee, the cheque is said to be dishonored. In other
words, dishonor of cheque is a condition in which bank
refuses to pay the amount of cheque to the payee.

The concept of cheque dishonored & cheque bounce is
nearly the same but there is only one difference that is a
cheque is dishonored due to irregular sign, wrong date etc.,
but cheque bounce occurs only due to insufficient funds.
However, cases of cheque bounce are common these days.
Thus, cheque bounce & cheque dishonor seems nearly
same & like synonymous words. Though, there seems
minor difference used on legal terms.

An insufficient fund on bank account to meet the payment
mentioned in the cheque is major cause of the cheque
bounce. It is said a kind of banking offence in accordance
to Banking Offence & Punishment Act, 2064. Including
this, Negotiable Instrument Act, 2034 defines the various
causes that may dishonor the cheque, they are-

e Overwritten cheque,

e [f the signature is absent, or doesn’t match with the
specimen signature kept by the bank,

e [f the name of the payee is absent,

e If the amount written in words and figures does not
match,

e If the account no. is not mentioned clearly or is
absent,

o If the drawer stops the bank to stop the payment on

the cheque,

e Ifthe court has given an order to the bank to stop the
payment,

o Ifthe drawer has closed the account before presenting
the cheque,

o If the bank receives information regarding the death
or lunacy or insolvency of the drawer,

o If the alteration made on the cheque is not proved by
the drawer by giving his/her signature,

o If the date is not mentioned or incorrect or dated 3
months ago.

In case of insufficient fund on bank account, if account
holder issues the cheque, that cheque is bounced by bank.
Bank & victim party may initiate to file the criminal case
of banking offence in accordance with Banking Offence &
Punishment Act, 2064. Before a bank bounces/dishonors
the cheque, the bank has to return the cheque to the
drawer for correction, claims for due amount including
compensation, blacklisting to the drawer in CIT as per the
NRB Directives. On the other hand, bank & victim party
also may initiate to file the case in District Court to claim
the compensation as per Negotiable Instrument Act, 2034.

Banking Offences and Punishment Act, 2064 provides
affected parties of cheque bounce with criminal
proceedings. Under this act the case starts with the
registration of complaint by the plaintiff (victim) in the
concerned police station. However, as it is a state party
case, the court proceeding begins only after the filing of
charge sheet from the state in the concerned High Court.
The victim must register FIR within 1 year from the cause
of action. This act has specifically pointed the act of
cheque bounce under section 3(c). It points out particularly
to the act of drawing an amount from an account that has
insufficient fund to cover the mentioned amount of the
cheque. Provisions of the remedy on the Act as recovery
of the claimed amount mentioned in the cheque are
imprisonment up to 3 months & fine as per the claimed
amount of the cheque.

According to the Negotiable Instrument Act, 2034, cheque
bounce is a cause of dishonor of cheque. It covers cheque
bounce under the term ‘dishonor of cheque’.

The nature of proceeding under this Act is of civil nature.
Unlike the criminal proceedings that start with filing of
FIR, cheque bounce under Negotiable Instrument Act starts
off from the filing of complaint in the concerned District
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Court. The aggrieved party must file a complaint within
five years from the cause of action. Provisions of the
remedy on the Act are recovery of the amount mentioned
in the cheque with interest, Imprisonment up to 3 months
or fine up to three thousand or both.

The Supreme Court of Nepal has decided on the case
of Nirmala Sodari v. Government of Nepal that cheque
bouncing cannot be taken as criminal case with the
government as plaintiff as per Banking Offence and
Punishment Act, 2064, and should be taken as a civil
case as plaintiff and can go to the District Court as per
the Negotiable Instrument Act, 2034 for legal remedy
(NKP, 2077, Vol.2, DN. 10446, p.411). In this case, two
cheques issued by Nirmala Sodari worth Rs 1,885,000 to
Ganesh Kumar Rawal were dishonored by bank for the
cause of insufficient fund. Then, Ganesh Kumar Rawal
filed the FIR in Kailali District Police Office. High Court
Dipayal, Mahendranagar gave the decision that the case
was under Banking Offence and Punishment Act, 2064.
As per the Act, defendant Nirmala Sodari was fined worth
Rs 1,885,000- and one-month imprisonment as well as
the plaintiff would compensate worth Rs 1,885,000 from
defendant. Nirmala Sodari appealed in the Supreme Court
against the decision of the high court.

The Supreme Court decided to reverse the decision of High
Court. In the case if there is the common way of civil and
criminal case with the government to sue in law, the legal
way to seek judicial remedy is to maintain peace and order
in the society and the relationship between individuals is
regular and the victim receives effective judicial treatment
to be followed. It is the duty of the judge to show the way
to get the legal remedy by following the legal route except
in the case where there is a question of the presence of a
double way to get the legal remedy for the same crime. In
case of duplication of procedure in the law, the judicial
treatment of the offense of criminal nature can be done by
the victim's FIRAD and such FIRAD, as long as there is
no material or negative impact on the victim's right to seek
legal redress from such FIRAD, it is not appropriate to
make such dispute as criminal cases with the government.

This decision has created a wave in the society. In the
past, check bounce cases were registered either under
the Negotiable Instrument Act, 2034 or under MULUKI
AIN as Fraud (THAGI). However, after the issuance of
the Banking Offenses and Punishment Act, 2064, in
recent times, most of the cases are filed under the Banking
Offenses Act. This precedent is seen to have a direct impact
on such cases currently pending in the courts.

In this context, Nepal Rastra Bank had put up a notice
calling on the people not to issue cheque if there was
inadequate bank balance or face the penalty under Banking
Offenses and Punishment Act. The notice read, not only
would the accused be made to repay the principal amount,
he or she would also have to pay a fine equal to it and serve

a three-month prison sentence for the offense. Moreover,
if a cheque is dishonored thrice, it said, the party issuing
it would not be eligible to open any bank account or be
eligible to take loans. There are cases related to dishonored
cheques being investigated by the police while some cases
are sub-judice in the commercial benches of the high
courts. What will happen to them? If civil law is to apply
to cheque bounce cases, this could seriously jeopardize
the banking system. Banking Offenses and Punishment
Act is a strong deterrent to fraud involving bad cheques as
the erring party could be imprisoned and also fined. That
is why the affected party was able to get its money quite
quickly.

The account holder (drawer) has right to know the balance
of his own bank account whenever he wants at the office
time. In addition, most of the account holders use mobile
banking as well as online banking. These tools enable users
to know easily about the balance of own account without
consulting the bank. So, it is presumed that all account
holders already know the balance of their bank account
and most of the cheque bounced cases occur knowingly &
intentionally.

This fact helps to draw reasonable conclusions on the
different legal provisions and decision discussed above. It
is clear that a person who knowingly bounces a cheque
with the intention of defrauding others despite knowing
that he does not have enough money in his account is
guilty under the Banking Offenses and Punishment Act.
So far as the issue of different provisions in different laws
on same case of cheque bounce is concerned, it is better to
remove those provisions for legal remedy in case of check
bounce due to insufficient funds in the account from the
Negotiable Instrument Act, 2034 through amendment and
the provisions on Banking Offence & Punishment Act,
2064 should be kept as it is for the purpose adding the
interest compensation for victimized party.
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Trade Finance: Documentary Credit
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Concepts of Documentary credit

A documentary credit is an undertaking of the buyer’s bank
to pay the seller on an agreed date, provided that the seller
has submitted the documents specified in the documentary
credit and which comply with all the terms and conditions
of the documentary credit to the bank.

There are two key aspects to documentary credit: The
bank’s obligation to pay and the documents to be submitted.

. The buyer’s bank only has to pay against the
documents listed in the documentary credit if
the documents presented comply with the terms
and conditions of the documentary credit and the
international rules of the UCP 600.

. The Uniform Customs and Practice for Documentary
Credits or the UCP 600 were issued by the International
Chamber of Commerce (No. 600, 2007).

e A documentary credit is in effect a documentary
payment, which means that the banks only check the
documents submitted, not the shipping or the quality
of the goods.

. In principle, documentary credits are independent
agreements, meaning they are completely
independent of any sales agreement. When handling
the documentary credits, banks do not examine the
sales agreement or how well the documentary credit
complies with the terms and conditions of the sales
agreement.

. Documentary credits are also called Letter of Credit.
So, they are abbreviated as L/C = letter of credit and
D/C = documentary credit.

What is Letter of Credit?

Letter of Credit is a written undertaking by a bank (issuing
bank) on behalf of applicant given to another bank (the
seller’s bank or beneficiary bank) promising that payment
shall be made either at sight or at maturity up to a stated
amount if stipulated documents are submitted and all the
given conditions are fulfilled.

Letters of credit are often used in international transactions
to ensure that payment will be received. Due to the nature
of international dealings including factors such as distance,
differing laws in each country and difficulty in knowing

* Senior Manager, Nepal Bank Ltd.

each party personally, the use of letters of credit has become
a very important aspect of international trade. The bank
also acts on behalf of the buyer (holder of letter of credit)
by ensuring that the supplier will not be paid until the bank
receives a confirmation that the goods have been shipped.

Basic Features of Letter of Credit

. Irrevocable

. Conditional

. Used in international/national trade

. Minimizes risk to both parties

. Based on credibility of banks

. Based on documents

. Payment assurance

. More technical and costly

. Based on BIC relation (Correspondent Relationship)
Three Main Contracts of Letter of Credit

Three main contracts underlying LC are:

= Sale contract between buyer and seller

= Application-cum guarantee between applicant and
issuing bank

" LC Itself (contract between issuing bank and
beneficiary bank)

(LC is independent of other two contracts: UCP 600
Article 4)
Parties Involved in LC

There are minimum four parties to a Letter of Credit. They
are:

(1) the buyer (the applicant)

(2) the buyer's bank (the issuer)

(3) the beneficiary (the seller/payee)

(4) the beneficiary's bank. (Advising Bank)

All the parties involved in LC are as follows:

. Applicant

. Applicant means the party on whose request the
credit is issued.

. Advising Bank

. Advising bank means the bank that advises the credit
at the request of the issuing bank.
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Issuing Bank

Issuing bank means the bank that issues a credit at the
request of an applicant or on its own behalf.
Beneficiary

Beneficiary means the party in whose favor a credit
is issued.

Confirming Bank

Confirming bank means the bank that adds its
confirmation to a credit upon the issuing bank's
authorization or request.

Nominated Banks

Nominated bank means the bank with which the
credit is available or any bank in the case of a credit
available with any bank.

Reimbursing Banks

The bank which effects payment to the nominated
bank is reimbursing bank. If the issuing bank and
the nominated bank in the credit (bank taking up the
documents) do not have an account relationship in
the credit’s currency the issuing bank may involve
another bank, the reimbursing bank, to deal with the
payment of the document proceeds

Types of Documentary Credit/ Letter of Credit

Basic Letter of Credit Transaction

applicant

1 - Sale Contract

beneficiary

.1~.

¥

5 - Shipment

> “>

2 - Letter of Credit
9 - Document
Release

i '||I ‘P'plitﬂiﬂﬂ /
\

3 - Issulng Letter of Credit

4 - Advising Letter
of Credit
documents

6 - Presentation of

P

=
-

8- document control, payment release

Issuing bBank

advising bank

7 - Presentation of documents

Sight Letter of Credit: Under a sight letter of credit,
payment is made to the seller immediately after
the required documents have been submitted to the
authorized bank, provided the conditions in the letter
of credit have been met. Banks are, however, allowed
a reasonable period of time for checking purposes
(not more than five working days after they receive
the documents as per UCP 600).

Deferred Payment /Usance Letter of Credit

With this type of letter of credit, payment does
not happen immediately after the documents are
accepted. Some agreed-to period of time passes
before the seller receives cash. A deferred payment
letter of credit is obviously a better deal for buyers
than for sellers. These are also known as term or
usance letters of credit

Revocable Letters of Credit

Revocable letters of credit give issuer the amendment
or cancellation right of the credit any time without
prior notice to the beneficiary. Since revocable
letters of credit do not provide any protection to the
beneficiary, they are not used frequently. In addition,
UCP 600 has no reference to revocable letters of
credit. All credits issued subject to UCP 600 are
irrevocable unless otherwise agreed between the
parties.

4.

6.

Irrevocable Letters of Credit

Irrevocable Letters of Credit cannot be amended
or cancelled without the agreement of the credit
parties. Unconfirmed irrevocable letters of credit
cannot be modified without the written consent of
both the issuing bank and the beneficiary. Confirmed
irrevocable letters of credit need also confirming
bank's written consent in order any modification or
cancellation to be effective.

Confirmed (and Unconfirmed) Letters of Credit
When a letter of credit is confirmed, another bank
(presumably one that the beneficiary trusts) guarantees
that payment will be made. Exporters might not trust
a bank that issues a letter of credit on behalf of a
buyer (because the exporter is not familiar with that
bank, for example, and is not sure if payment will
ever arrive), so they might require that a bank in their
home country confirm the letter. If the issuing bank
fails to pay — and the exporter is able to meet all of the
requirements of the letter of credit — the confirming
bank will have to pay the exporter (and try to collect
from the issuing bank later).

Back-to-Back Letters of Credit

A back-to-back letter of credit allows intermediaries
to connect buyers and sellers. Two letters of credit
are used so that each party gets paid individually: an




intermediary gets paid by the buyer, and a supplier

gets paid by the intermediary. The final buyer and the

intermediary use a “master” letter of credit, and the
intermediary and supplier use a letter of credit based
on the master letter.

7. Revolving Letters of Credit
A revolving letter of credit can be used for multiple
payments. If a buyer and seller expect to do business
continually, they may prefer not to obtain a new letter
of credit for every transaction (or for every step in
a series of transactions). This type of letter of credit
allows businesses to use a single letter of credit
for numerous transactions until the letter expires
(typically up to one year).

8. Red Clause Letter of Credit
With a red clause, the beneficiary has access to cash
up front. The buyer allows for an unsecured loan
to be issued as part of the letter of credit, which is
essentially an advance on the rest of the payment. The
seller or beneficiary can then use the money to buy,
manufacture, or ship goods to the buyer.

9. Standby Letters of Credit
Commercial letters of credit are a means of payment
to be utilized when the principal perform its duties.
As an example, let us consider an exporter who ships
the goods according to the sales contract and apply to
the nominated bank for the payment. If the nominated
bank decides that the presentation is conforming to
the terms and conditions of the credit and the UCP
rules then exporter will be paid. This situation is just
contrary in standby letters of credit.

A payment is made to the beneficiary of a standby
letter of credit when there is a breach of the principal's
obligation. As an example, let us consider a construction
company that has been awarded with a tender. If this
construction company cannot fulfill its obligations under
the project, contract beneficiary of the standby letter of
credit can apply to the nominated bank for the payment.
However, the nominated bank considers only the terms
and the conditions of the standby letter of credit and the
rules governing the credit when deciding a complying
presentation. One point that needs to be stressed is that
standby letters of credit have their own rules, which are
called The International Standby Practices 1998 (ISP9S).
They are also published by ICC. However, a standby letter
of credit can be issued subject to either the UCP or the ISP.
The Role of Letter of Credit in International Trade
Most important advantages of Letter of Credit include:

1. Letter of credit as appropriate method of payment:
In international transactions because of distance,
lack of familiarity with the other parties, lack of
currency, different rules, problems arising possible
disputes. . . Usually is different situation with
domestic trade relations. Letter of credit among other
payment methods is best way possible to meet these
needs.

2. Letter of credit as a means to obtain credit. the buyer
to purchase goods needed requires to obtain credit
and on the other hand, the seller is also required credit
to provide their goods.
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Letter of credit can be used when transaction with
a new supplier that company credit may not have
enough guarantees.

Advantages of Letter of Credit for the buyer:

1.  Ensure that payment credited to seller is done only
after the transfer of ownership of goods.

2. Lack need to consumption of cash capital to purchase
goods that will be delivered after the expiration of a
certain time.

3. Possibility of awareness from correctness and validity
of seller through its bank before opening credit.

4. The bank will pay the seller for the goods, on
condition that the latter presents to the bank the
determined documents in line with the terms of the
letter of credit;

5. The buyer can control the time period for shipping of
the goods;

6. By a letter of credit, the buyer demonstrates his
solvency;

7. In the case of issuing a letter of credit providing for
delayed payment, the seller grants a credit to the
buyer.

8. Providing a letter of credit allows the buyer to avoid
or reduce pre-payment.

Advantages of Letter of Credit for seller:

1. Possibility of having commitment of a bank instead
of personal credit for buyer of goods.

2.  Possibility of having credit facilities from banks
against credit opened in his favor in order to provide
and export of ordered goods.

3. If the seller can sell goods on credit, the bank
documents may discount sell on credit in a bank or
money market and use cash.

4. The seller has the obligation of buyer's banks to pay for
the shipped goods;

5. Reduces the production risk, if the buyer cancels or
changes his order

6. The opportunity to get financing in the period between
the shipment of the goods and receipt of payment
(especially, in case of deferred payment).

7. The seller is able to calculate the payment date for the
goods.

8. The buyer will not be able to refuse to pay due to a
complaint about the goods.

Importance of Letter of Credit for Banks

Funded business involves higher risk in banking. Since the

banks flow cash directly, it is dependent on liquidity position

of the bank and credit risk is higher. On the contrary, non-
funded transactions like LC are not affected by liquidity
position of the bank in short term. Banks facing liquidity
crunch can be benefited from non-funded transactions.

Importance of letter of credit business in banking can be

depicted as follows:

3 Increase commission-based income

3 Provide liquidity

3 Assist in fund-based credits such as trust receipt loan,
demand loan, import-export loan etc.

3 Increase in interest income

e  Maintain long run relation between bank and clients
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Strengthen correspondent relation between national
and international banks

Raise banking boundary in national and international
level

Add other supplementary banking services

Develop environment of mutual trust between
beneficiary and bank

Higher contribution in bank's profit and lead to
sustainable development

Foreign currency earning

Earning foreign exchange commission

Facilitating country's export and import

Promote and uplift business

Low bank risks

To ensure successful business transactions
Reduction of Financial Risk

Challenges of Letter of Credit Operations

High demand of technically skilled human resource
It may be difficult to deal with a bank in which there
is no prior relationship.

Adequate knowledge of national and international
regulatory bodies

Inexperienced staffs may raise issues and slow the
process down

Unhealthy and fierce competition amongst banks
Provide over facility than the capacity of the clients
Unclear and inadequate circulars and directive of the
central bank

Erroneous acts and policies of the government; for
instance, unclear provision regarding domestic letter
of credit

As the result of unhealthy competition between
banks, some banks provide LCs without any
collateral/security; consequently, possibility of forced
loan creations surge

Weak internal and external audit of letter of credit
transactions

Nepal Rastra Bank's inadequate inspection and
regulation

Chances of fraud in LCs

Significant focus not allocated by the management in
non-funded business

Direct effect on bank due to dispute between applicant
and beneficiary

Elevation of bank risk due to solvency of the client
Lack of central bank's effort in generation of uniform
commissions and collateral security in non-funded
transactions in the banks

Negative effects on the clients due to short of
cooperation from advising, negotiating and
confirming banks

Costly transactions

Challenging recovery due to surfacing forced loans
due to lack of timely performance of clients

Letter of Credit Risk
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The documentary credit system has been used
for over a hundred and fifty years, and still
plays a major role in international trade.

Letters of credit have been estimated to represent

fekk

more than US$100 billion in banking obligations

annually.

Atleast 60 per cent of commodity trading is conducted

through Letter of credit (Source: (Documentary

Credit Risk, UNCTAD)

Although letter of credit is a balanced payment

method in terms of risk issues for both exporters

and importers, each letter of credit party bears some

amount of risk; higher or lower.

Risks in letters of credit can be discussed under six

groups; country risks, Fraud risks, Bank risks, risks

to the applicant, risks to the beneficiary and risks to

the banks.

Country Risk: (Political Risk)

Change in export/import regime, mass riots, civil

war, boycott, sovereign risk and transfer risk.

Country Risk Example: During Libyan Civil War in

year 2011, hundreds of exporters could not receive

their payments as international community blocked

Libyan Government s funds in major currencies such

as US Dollars and Euros.

Fraud Risk

. “Banks deal with only documents but not
goods, services or performance to which the
documents may relate.” (UCP 600 Article 5)

. Also happens if an applicant issues a counterfeit
letter of credit

Bank Risks: Risk of Default by Issuing Bank

. The exporter must ensure that the issuing bank
is indeed creditworthy. An effective means to
enhance the security of payment is to trade on
the basis of a confirmed Letter of Credit. When
a LC is confirmed, the undertaking to pay (and
the credit risk) is shifted from the issuing bank
to the confirming bank.

Risks to the Applicant:

In a letter of credit transaction, main risk factors for

the applicants are non-delivery, goods received with

inferior quality, exchange rate risk and the issuing

bank’s bankruptcy risk.

Risks to the Beneficiary:

In a letter of credit transaction, main risk factors for

the beneficiaries are unable to comply with letter of

credit conditions, counterfeit L/C, issuing bank’s

failure risk and issuing bank’s country risk.

Risks to the Banks:

Every bank in a L/C transaction bears risks more or

less. The risk amount increases as responsibility of

the bank increases.

Governing Rules of Letter of Credit

Regulatory Directives (NRB Integrated Circular of
FOREX,2076)

Operation Manual of the Bank

Uniform Customs and Practice for Documentary
Credits (UCDP 600)

International Standard Banking Practices (ISBP 745)

Uniform Rules for Bank-to-Bank Reimbursement
Under DC (URR 725)

Uniform Rules for Collection (URC 522)
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Background

Non-Funded business in the bank has been obtaining
a different charm. With the growing and diverse way in
which business operates, today there is a various dimension
where the business would operate. From aspects like Letter
of Credits, Bank Guarantee, Remittance Services, Foreign
Exchange earnings, IT products, Share Trading to other
aspects - banks have been earning a big amount through
non funded means for a long. Banks are making as high as
one-fourth of earnings through non funded means in Nepal
recently. Internationally, these non-funded businesses
of banks gain huge priority, too. Complying with the
statement that Bill Gates said in the mid-"90s about how
banking is important, but banks are not, these nonfunded
businesses are not just modern banking practices but new
trends that banks have been looking after, too.

Covid's impact on International Trade

Globally, it was found that Covid did create a negative
effect on international trade in both exporting and
importing countries. It was found that Covid led to a
decrease in imports of products like mineral kinds of
stuff, leather products, transport equipment, machinery
equipment, etc. However, there was a rise in the import
of medical products in an extensive manner. It was found
that the trade of textiles went low. In the study conducted
by Meier and Pinto (2020), it was found that industries
with large exposure to intermediate goods which were
imported from China experienced a large drop for the
United States. It was found that there had been negative
effects in international trade, but after August 2020, the
pace re-gained and obtained its track as per the schedule.
So, even though there had remained harmful impacts of
Covid-19 on international trade, they gradually started
accumulating.

The case in Nepal and the banking industry was no different.
It was true that during the initial days, things were messed
up. There were no specific clarifications and the entire
international standard practice was a mess. Document
checking was scary, and following the guidelines of UCP
was tough. Similarly, the rate of Letter of Credit issuance
was lowering. But there was a gradual rise in the overall
process, and things started gaining pace. During the
second lockdown, large quantities of medical equipment
ranging from oxygen, gas cylinder to different medicines
and machines were imported. Consumer-based products
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demand was increasing and summing up, for import-
based nations like Nepal, it all caught the pace. After all, it
was later blamed that an important reason for the current
liquidity crisis issue in Nepal was also the high amount
of import, clearing meaning that these international trades
caught the pace!

Letter of Credit

Letter of credit is an internationally accepted written
document of guarantee, which is produced at the request of
the buyer/borrower. The conventional amount is a known
and accepted sum of money that has been agreed upon in
a predetermined foreign currency to the buyer/borrower.
This term is accepted under the condition that all documents
regarding the transaction shall be surrendered to the bank
during a specified time (Mohammadi & Milani, 2008).
Their usage in practice of international trade has been
traced to banking systems of old Egypt and Babylon. Some
excavations in Babylon provide evidences of promissory
notes from 3000 B.C that show the promise for payment
of exact amount and relevant interest rate in a defined date.
Also evidences from ancient Greece show drawing of
Letter of Credits by banks to their correspondents in order
to obviate the transport of Spices in return to payment of
accounts. The exact time that Letters of Credits started to
function as their modern form is not clear. However, most
researchers tend to agree that emergence of the modern
letters of credits started from the middle of nineteenth
century (Kozolchyk, 2015).

Bank and Financial Institution Act (BAFIA) has permitted
A-class banks to issue Letter of Credit, because of which
every commercial banks have been issuing Letter of Credit
at their own pace. Following the directives issued by
Nepal Rastra Bank, and guidelines prescribed by Uniform
Customs and Practice for Documentary Credits (UCP
600), these banks have been doing LC based business
at rapid scale. And, hence it has been counted as one of
the important elements within non funded business of the
bank.

Beneficial Aspects

Now, when other sides of bank’s earning were halted
for some time, it was these non-funded businesses that
continued, clearly highlighting importance of international
trade. Letter of Credit, which looks for a trading section,
does have a significant impact in marking for Letter of
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Credit-based activities too. Although what it seems right
now is that Letter Of Credit does not make enough earning,
as they don’t appear directly, the truth states that aspects
are looking after a bigger proportion relating to the non-
funded operation. If margin account is utilized, they can
be a big source of deposits too. However, the following
counts as major aspects through which banks earn on
behalf of Letter of Credit transactions.

e Commission: Surface, what it seems is that the bank
makes its major earning from Letter of Credit is just
through the commission and fees. That does have a
significant impact because the bank does earn from
LC opening or issuance, LC amendment, or LC
cancellation - which appears to be a basic and surfaced
viewpoint for bank's earning through LC. There is a
charge, that has been allocated for every MT700 or
MT799 message that is granted to the customer, for
which LC commission is pre-decided.

e Service Charge: At the time when any bank starts
LC operation, they then get to realize that there are
other sources of income that come alongside, attached
with Letter of Credit operation too. Be it charges like
document handling fees, which would be different for
both Sight LC or Usance LC, Document retirement
fees, advising charges, confirming charges - they
gradually discover that other charges are attached
along with. Customers do ask for Business Credibility
Information (BCI), or banks do have right to deduct
discrepancy charge, which is pre-decided in the LC.

e Transactional Fees: Letter of Credit, as the name
states — is about sending a letter from one bank to the
next. Be that through local courier (which is usually
done in case of local LCs), or through SWIFT, banks
charge an additional sum in the name of Telex charge,
or SWIFT charge. These transactions are somehow or
the other income that the bank obtains. Apart, banks
also have separate provisions for charging for the
document returning process. So, for every document,
which is not accepted by the customer — they charge
from customers and return them to the bank from
where it was sent.

o Interest Fees: This is the place that remains hidden
and ignored about the aspect, making them realize
that they can earn from LC. Banks do earn a big sum
of income from interest, which takes place through
a Letter of Credit. For every payment, customers
generally use Trust Receipt (TR) limit, and hence they
get to make earnings there. Or, even if it is one time
LC with a cash margin, customers usually transfer
the sum from their Hypo or overdraft loan account
to a margin account, creating interest-earning to the
bank. And finally, if the payment for clean documents
is not done within the specified time — that is within
five working days of document arrival, or on the due
date for usance LC, banks do book force loan with the
highest interest rate, acting as next crucial source of
income for banks.

e Foreign Currency Earning: An important aspect,
often ignored or not given priority for is that banks

earn foreign currencies too through Letter of Credit
transactions. Upon being able to do export LC at a
higher scale, those applicants would pay to Nepalese
bank in foreign currencies - Dollar, Euro, Pound or
even Indian currencies, which would be important for
treasury dealing. Being a lender, the bank can further
earn in a profitable manner through such means, which
the earning bank can trade with other commercial
bank dealers, too.

e Foreign Exchange Gain: This aspect also counts as
the next hidden or ignored aspect, because, for every
import-export transaction, there is the need for foreign
currency. The difference between buying and selling
rate that bank charges for such foreign exchange do
make a big sum for the banks. Even if the exchange
rate is just a few paise, when the transaction amount
is big enough, there would be big earning that can be
easily calculated. Be it while trading through Indian
Currency, i.e., INR or foreign currencies like USD,
JPY, EUR, or others — the difference is what the bank
earns in big proportion.

Challenges

Unlike funded businesses which would have bank flow
of cash in direct manner, depending upon the liquidity
position of the bank, where the risk would be higher, non-
funded businesses are not influenced by liquidity position
in the short term and hence would not be around such a
great risk. Emmert (2016) explains how trade finance
has been getting through three major aspects - relating to
transfer of purchase price of given set of goods or service,
creating provision relating to easy and inexpensive
credit and third about determining allocation of various
forms of risk. Apart from helping in generating liquidity,
increasing commission, these funds assist in fund-based
credit generation - trust receipt loan, import-export loan
to demand loan. It helps in foreign currency earnings,
and also exchange commission and aids in national
development along with big construction work there. So,
the non-funded business has been gaining charm. The
charm resembles regarding Letter of Credit business too.
It is therefore important that these businesses be allocated
a separate priority, but there are layers of challenges that
they face around. Be it at the time of advising to some
new nation, or looking over unclear issues about who is
responsible for the Sanction Screening task, there exist
various challenges in LC operation. Following are the
major challenges that bank along with banking customer
faces at the time of doing LC transactions:

e Complexities: Letter of Credit is a purely technical
subject that is guided by The Uniform Customs &
Practices for Documentary Credits (UCP 600). It is a
set of rules that is agreed by the International Chamber
of Commerce (ICC) on issuing and using a Letter of
Credit, that applies to 175 countries around the world.
So, every field that the form demands has some sort
of significance there — and they do count, they are all
impactful. This makes LC complex to any newcomer
and the one who is not familiar with LC would get
confused over every single field — be that the meaning
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and implication of shipment date, negotiation period,
incoterms, or anything that appears around. A manager
finds it easy to disburse a loan, then getting into the
complexity of documentary credit.

Technical: The truth is that the one who knows how
to fill up LC form properly, does have an entire idea
about the LC — because they need to understand each
clause, be that regarding transshipment, incoterm,
custom entry point to port of discharge, and loading.
There are different fields in the MT700 message,
which will have a separate bunch of implications, and
those who don’t understand LC transactions, barely
understand the meaning out of them. Even if they miss
mentioning the beneficiary’s bank name, that would
go incomplete. This technical aspect which needs
more experience than theoretical knowledge does
make these aspects impactful.

Lack of Knowledge: Skilled people, who know UCP
guidelines, or even Nepal Rastra Bank’s Unified
Foreign Exchange circular — they are rare. Unlike other
streams in the financial sector, those people having
proper knowledge of LC are just a few, which makes
this stream difficult. When people don’t understand
the implication, there would arise the situation of
difficulty which would be ultimate trouble for regular
operation. So, the absence of proper knowledge is
the next concerning issue here. And, a large bunch
does not know how banks earn indirectly through LC
transactions either. Only experienced importer realizes
that LC is a safe mode to import, else another bunch
would rather seek other means.

Low Concern: And then, this sector has always
been of low concern. Except for few commercial
banks — LC transaction has not been kept within
priority for income generation. At the time when loan
disbursement or sales of credit card has been gaining
hype, practically observing, this stream has been
lagging, because of which there have not been huge
implications noticed. Banks do focus on funded means
more than non-funded, and the non-funded transaction
does not appear out with charm in the public domain
either. After the release of financials, only factors like
deposits or loans were brought into the highlight, and
these non-funded earnings went hidden and unknown.

Difficulty in Persuasion: Customers find it easy to
deal with Cash Against Document (CAD) for export,
and Document Against Acceptance (DAA), Document
Against Payment (DAP), or Telegram Transfer
(TT) instead of opting for Letter of Credit. As, they
are hassle-free, and customers need not go to seek
dimensions like obtaining LC Limit, Trust Receipt
Limit, etc. But they do regret if the goods transported
are not as per their choice, they will have no place in
a bank to complain. As customers, basically the new
ones are not aware of all the differences — they find
ease in other modes of trade than LC, resulting in less
interest in this mode. Customers don’t get persuaded
easily to opt for LC transactions ignoring other modes
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unless they suffer.

e Unclear directives and inadequate circulars: This
acts as the biggest challenge for banks. Although there
is a Unified Foreign Exchange Circular issued by
Nepal Rastra Bank, they do lack clarity. There are not
enough directions for every small sector. They don't
direct local trade either, and there arises a big layer
of confusion for operation. Although there would be
a verbal suggestion from the regulatory body, banks
don't get any written suggestion, because of which
there would be various times where a clash would be
there between customer and banking staff. For this LC
transaction, there should also be coordination with the
Customs Office, which seems to be lagging, creating
further confusion in the smooth operation of the Letter
of Credit.

Concluding Remarks

The use of Letter of Credit is not just about the bank's
earning, but it does help in fair trade policy too. Here, the
buyers don't get cheated easily, and there will reaming
confirmation regarding delivery. Banks would be the
first beneficiary, and hence banks operate on behalf
of customers here. Although there lies a big challenge
regarding Trade-Based Money Laundering (TBML), it
is important to understand that these forms of business
would operate with excellence and will help bring ease,
transparency, and fair practices in International Trade, too.

However, this has to be explained and taught to the general
public, too. At a time when basic financial literacy counts
as a major issue for remote regions, these forms of trading
options should be part of financial literacy for the traders,
too. After Nepal Rastra Bank's circular explaining any
branch can deal with foreign currency transactions, the
room of these international fund-looking factors have been
made further easy. Only when banks prioritize Letter of
Credit - fair trade can be assured within the nation, too.
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Promoting Organizational Citizenship

Behavior in Public Sector Enterprises

&

Background:

Every organization for their effective and successful
functioning needs internal motivation and commitment
from their employees beyond the contractual tasks
assigned to them. With the changed business landscape,
organizations today fight for market share, profit,
customers, technology and many more things. However,
competition among organizations for the best employees
who show best level of commitment, which is beyond
the contractual duties with their employer, known as
Organizational Citizen Behavior (OCB), is less or OCB
is a less talked topic. When an employee is proactive to
the need of the organization, gives due care towards the
organizational activities beyond their formal duties, shows
behavior in line with protecting the asset and image of the
company and treats the organization and its affairs as if
it’s his own, this kind of behavior of the employee in the
organization is known as Organizational Citizen Behavior
(OCB).

Cnntribution

(Positive Contribution
to Organization)

Opted
or
Discritionary Behavior

Beyond Job Description

Organizational Citizenship Behavior

Organizational Citizenship Behavior deals with the actions
and behaviors of the employee that is not obligatory but
voluntary. OCB of employees does not hamper the normal
functioning of the organization but long term success and
sustainable organizational growth. This is all about “Going
Beyond What is Asked”, where employee voluntarily
feels sense of obligation towards the organizational
activities. OCB is the internal motivation of the employee
by which they show “Giving their best and giving their
all” towards the organizational activities. OCB is beyond
organizational paycheck and beyond their job assignment.

Managing Organizational Citizenship Behavior in an
Organization

OCB is purely a discretionary behavior and it will render
best result when it is not formalized. When behavior of
the employee showing OCB is formalized it gives burden
to all the employees in the organization and hampers the
work-life balance. Moreover, when management does
not recognize the OCB, employee’s motivation may go
down leading to reduced performance. So what is the
balance then? The best managerial practice always tries
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to recognize the OCB in the organization but never tries to
formalize it. Simply, saying you cannot formalize what is
not written in the Job Description, and on the other hand,
you cannot simply ignore if your employee is giving extra
commitment and contribution to your organization; you
just have to balance it. For instance, if your particular
employee is working hard and working beyond normal
working hours to bring about extra result, then you cannot
demand same extra effort from other employees who are
justifying their job description. Rather, you can recognize
the employee showing OCB and giving extra effort.

“When Your Extra Contributing Employee and Their Contribution is Ignored, You are

Losing Your Iconic Employee.’

“When you Formalize OCB of some Employee and Try to Develop Forced OCB Culture, You

are Promoting Unhealthy Work-Life Balance in Your Organization.”

OCB Management is a part of the talent management in
an organization. The rganization with handsome policy to
recognize (not formalize) OCB of employees is the best
platform for talent pool and helps exhibit OCB among
other employees voluntarily. When an organization
experiences OCB from their most of the employees as a
result of recognition to OCB by management, this will free
up the managerial time by reducing supervision, improving
workplace morale and commitment, and ultimately equip
company with magical competitive weapon. Recognition
of OCB is a way by which organization can implement
sound Succession Planning in an organization by retaining
committed, hardworking, loyal and theory Y employees.
The employees exhibiting OCB are not just employees,
they are the valuable asset of the organization who can
help the organization to cope with changes.

OCB in Public Sector Enterprises:

There are mainly two questions that exhibits the Talent
as well as OCB management in Public Sector Enterprises
(PSE). First, why does a ‘target recruit’ employee
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leave Public Sector Enterprises? The answer is: either
such employee experiences unfair treatment from the
management, non-recognition of their effort, organizational
politics, and formalization of OCB or due to saturation
in growth possibility in the organization. The employee
who shows OCB in an organization is a silent speaker
who demands recognition of their performance through
their voluntary action and not by words. Initially, such an
employee does not have any tendency to show ‘recognition
demanding’ attitude, however, when the “Bootlicker”
gets promoted and recognized, they they feel to have
been cheated by the organization and gets disappointed.
Second, why does the ‘Best Performer’ becomes ‘Normal
Performer’ after entering Public Sector Enterprises? When
the best performer gives continuous array of his/her good
performance for the betterment of the organization, either
non-recognition of his/her performance, or recognition of
the ‘less performer’ forces such best performer to exert
low commitment and effort leading him/her to be just
a normal performer in an organization. This is the most
common phenomenon in public sector organizations.

Compulsion. Management.

Formalization:
Formalization of OCE lcading to

Non-Recognition
Non Recognition of OCB by

Infair Treatment:
Organizational Policy itsell promotes
low performer and do ot recognize
the effort of OCB Employees.

ithe/m

m heir
somal/familv life.

Organizational Politics: Management Attitnde:
Layal and OCB Employee gets more work OCB employee gets mone work, leisure seckers
assignment, however, bootlickers gets favorable pets more letsure and still both of these
treatment during growth and reward. employees gets same reward.

When you start showing OCB behavior in an organization,
you will be noticed by the management. Now you will
get more and more job assignment either because the top
management trusts you or because the other employees are
reluctant to do the job. So, this will increase your work
pile and your personal/family life gets buried under your
job assignment, ultimately OCB employee gets irritated
due to work-life imbalance, gets disappointed due to
recognition only at the time of work and not at the time of
reward. Further, OCB is personal tendency and when an
organization tries to make this personal tendency a culture
of the organization, this will not work as employees
start feeling unnecessary burden. Finally, OCB turns
out to be achievement need of the employee. Therefore,
management must recognize and admire the OCB behavior
of their employees.

Promoting OCB in Public Sector Enterprises:

OCB is not an organizational culture rather it is an
employee's feeling of ownness in an organization, reflected
through his/her behavior. The employees with OCB
behavior are hard to find and if found, the organization must
give due care to retain such employees as these employees
can benefit organization in many ways. Retention effort of
an organization does not cost anything as OCB employee
expects fairness, recognition and sound treatment from
management. Good Corporate Governance is another way
to promote OCB among employees and retain them.

The biggest mistake organization make today is ‘Ignoring OCB when it is
present in the organization’.

How a PSE can promote OCB is still a matter of experiment
and a matter of thinking. Here are some of the tips by using
which a PSE and other organizations can promote OCB
for mutual benefit of the organization and the employees.
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First and Foremost, OCB is an intrinsic motivation of
employees which is hard to find, thus HR management
should recognize and reward OCB behavior of an
employee. OCB behavior is found voluntarily in
employees, and after a certain degree of OCB from an
employee, s/he expects recognition (expected reward by
employees) from management. Value and recognition
to the employee with high degree of OCB is the surest
way that keeps the employee from being demotivated
and continues showing OCB. Thus, management should
value and recognize the significance of such behavior
and communicate it smartly. The OCB employees never
demand reward from their employers, the employers have
to understand and reward their employee with fairness
in treatment. Second, Public Sector Organization must
set aside the organizational politics when it confronts the
employee with high degree of OCB. Poor organizational
politics kills the OCB behavior of employees. Third,
Public Sector Enterprises must understand ‘Sometimes,
some organizational practice is good enough when it is
not formal.” Formalization of OCB means demanding
OCB from all organizational members, which hampers
the employee management relationship and push the
employee into unnecessary pressure leading to employee
management tension. Thus, organization must not make
a mistake to formalize the OCB. Fourth, since OCB is
beyond formal Job Description of the employee, flexibility
promotes OCB in an organization. The OCB Employee
expects similar treatment from the organization, too,
when it comes to the need of the employee. Organizations
must give due care when an employee is in need of extra
flexibility to balance his/her work-life. Fifth, linking OCB
to reward/recognition system of the organization may
also help promote OCB in an organization as it makes
OCB conditional with reward/recognition. Finally, OCB
is a matter of personality and individual attitude, too.
Organization should develop a sound recruitment and
selection process which can identify the employee with
OCB from among the talent pools.

Conclusion:

Organizational Citizen Behavior benefits organization in
many ways. Ignoring OCB can cost a lot to the organization;
and recognizing OCB benefits organization in many ways.
In today’s changing management landscape, Public Sector
Enterprises should start using the new lens to identify
employee exhibiting OCB behavior and take good care of
these employees as these employees lever up conducive
work environment and can draw the success curve of
the organization upward. Promoting OCB is promoting
organizational image that can attract high value employees
from among the talent pool.
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