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This is a brief summary of analysis on impact of the COVID-19 outbreak on Nepalese Economy. It obvious 
that various channels through which economies will be affected.  Quantifying the likely magnitudes of the 
effects under a range of scenarios is a real challenge.  Analyst need to be explicit about the scenario 
assumptions, and the methods used to calculate the impact. The COVID-9 is likely to impact Nepalese 
fiscal numbers in FY 2019/20. COVID-19 will have an impact on GDP though Trade, Hotels, Transport, 
Manufacturing, construction and supply chain disruptions this will have pressure on BOP.  Though 
Government of Nepal has already take plethora of steps to prevent the spread of COVID-9, all eyes are 
now on the rise in active cases in current week and week as this determine the extent of our preparedness.  

Importantly, the brief provides estimates not only of the overall economic impact, but also granular details 
on how different formal sector of Nepalese economy—and sectors within economies—will be affected, 
including under an illustrative worst-case scenario for an economy that experiences a significant outbreak.  
Channels through which economies will be affected are listed below: 

a. A sharp but temporary decline in domestic consumption, resulting from behavioral and/or 
policy changes—people staying home as a precaution, 

b. Sharp drop in international and domestic tourism  
c. Substantial production disruptions as a result of forced business closures and the inability of 

workers to get to work, 
d. Substantial reduction on agriculture and farming activities,  
e. Disruptions to trade and business as a result of border closures, travel bans, and other 

restrictions on the movement of goods, people, and capital, 
f. Sharp decline in capital expenditure of government. 

As the financial year comes to a close and fiscal pressures mount on the government, the direct tax 
collections expected to fall as a result of COVID-19 and the indirect tax will also witness sharp fall as the 
result of decline in domestic demand and supply chain disruption. Tax collections as of today stand at Rs 
522 billion from Mid July 2019 till 1st April 2020 as against the target of Rs 1,009 billion. Out of total 
expected revenue of Rs 1,112 billion the government has received corporate and other taxes around 
51.41% till April 2020. 

Amid the Covid-19 outbreak, a combination of monetary policy, entailing the maintenance of a proactive 
liquidity regime and facilitating stability in financial markets, and fiscal policy involving the provision of 
relief to people at the lower strata, who will lose income because of the shutdown of commercial activity, 
will be the best option. Further NRB also need to consider a degree of prudential forbearance in specific 
sectors such as hotels, aviation, transport, metals, auto components, manufacturing, agriculture, 
construction, wholesaler and Retailers.  Furthermore, given the risk of using currency notes in times of 
pandemic, incentivizing digital payments further could be an effective solution. 

However, extraordinary times all for extraordinary measures and out of box thinking! Thus strong 
recommendation to government is to create domestic demand by supporting people at bottom of 
pyramid who are already facing the brunt of loss of jobs and strong fiscal support to stimulate economy. 
Additionally, NRB should come out with a comprehensive forbearance scheme for sectors that are being 
negatively impacted like Tourism, Automobiles, construction, Food Processing and entertainment etc.!   
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Sectorwise impact is given below. 
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Impact on economic if Lockdown continue for four month:- 

 

 

 


