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1. Market Highlights as of FY 2081/82

Category 79/80 80/81 81/82*  Trend
Demat Accounts 5,823,000 6,272,351 6,865,000 _—
Mero Share Accounts 4,741,055 5,322,969 5,933,700 _—
TMS Accounts 1,763,301 2,216,247 2,633510 _—

*Up to Ashad 20 of FY 2081/82

Nepal's securities market continues to attract more investors each year. The steady
increase across all account types shows people are getting more comfortable with investing
digitally. What's particularly encouraging is how trading accounts are growing faster than
basic demat accounts, suggesting investors aren't just opening accounts but becoming
active participants of the capital market. This is positive for the long-term growth of the
capital market.

Ordinary Shares
14 Issues
NPR 3.83B

Rights Shares
17 Issues
NPR 15.41B

Further Public Offering (FPO)

Total Approved Issuance
64 Issues
NPR 59.85B

Bonus Shares Registered
81 Issues
NPR 23.95B

Specialized Investment Fund
11 Issues
NPR 37.00B
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4 Issues
NPR 0.11B

Bonds
9 Issues
NPR 25.30B

Mutual Fund Schemes
20 Issues
NPR 15.20B
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The depth of the primary market also seems to be growing gradually. New public issues
and the participation of the public reflects strong confidence in the markets. The market is
offering investors diverse choices these days. Beyond the usual equity shares offering,
there's a healthy mix of bonds, mutual funds, and specialized investment products. The
fact that bonds and investment funds are taking up such large portions of the market
shows that both companies and investors are looking for more sophisticated options than
just basic equity investing. However, the individual investors participation in the bonds
and fixed income market is subdued. Proper policy incentives from the regulators can
boost this market and ensure a healthy fixed income market thereby providing the much-
needed depth in the overall capital market of Nepal.

Market Capitalization
NPR 4.42 Trillion Annual Turnover Daily Turnover
+32% NPR 1.92 Trillion NPR 9.24 Billion
(72.43% of GDP)

NEPSE Index
2,655
25.71%

Nepal’s secondary securities market showed strong growth in FY 2081/82, with a 32% rise
in market capitalization and a 25.71% increase in the NEPSE Index. Total trading volume
reached NPR 191.26 billion, averaging NPR 9.24 billion daily. Market capitalization stood
at 72.43% of GDP, reflecting growing market maturity and investor confidence.

2. Key Policy Achievements (2081/82)

Although great initiatives were announced during the issuance of Policy guidance for the
fiscal year 2081/82, as always, the implementation remain below par. Some apprecialbes
initiatives were taken by te regulators during the year for the sustainable development of
the securities market and regulation of the commodity exchange market. Some of the key
developmental initiatives and updated relevant policies and programs have focused on

This Report is a proprietary document prepared by Himalayan Capital Limited (HCL)'s Research Unit. (HCL) does not assume any liability for any
financial or other loss resulting from this report in consequence of any undertaking made dependent on this report.

Page 30f 21



Teurea wfuea ffies

‘’Himalayan [e£]4]i=|l

A Subsidiary of Himalayan Bank Limited

improving market operations and facilitating the launch of the commodity exchange
market.

A. Regulatory Arrangements and Improvements

e For thefirst time, the Board approved the issuance of green bonds in Nepal on 30th
Baishakh 2082, allowing a listed company to issue 5 million units worth NPR 5
billion. The 7-year bonds, with a 6% interest rate, will fund climate-friendly and
sustainable development projects. The issuance complies with the Securities
Registration and Issuance Regulations, Nepal Green Finance Taxonomy (2024), and
ICMA'’s Green Bond Principles (2021).

e Toreduce price volatility, the closing price in the secondary market is now based on
the weighted average of the last 15 minutes of trading. If no trade occurs, the last
recorded price will be used.

e Approvals were granted for 10 new branch offices of securities dealers to improve
access to capital market services.

e The Board issued registration certificates for one collective investment scheme,
deposit membership to four institutions, and licenses for issuance, sales
management, and share registrar services to two institutions.

e Following a Gazette notice on 18th Mangsir 2081, the Board was designated as the
regulator for investment companies with paid-up capital of NPR 50 million or more,
or transactions exceeding NPR 100 million. A public notice for listing such
companies was issued on 23rd Falgun 2081.

e The Board has directed NEPSE and CDSC to mandate National Identity Card
numbers for opening new beneficiary accounts and ensure systems can accurately
verify account ownership based on National ID.

Implications: These regulatory upgrades strengthen market governance, investor protection,
and sustainable financing. Green bond approval marks a step toward climate-aligned capital
markets. National ID verification improves investor authentication and reduces fraud.
However, the 15-minute average pricing mechanism, while reducing volatility and
manipulation, may disrupt natural market behavior. For instance, if the last active trade
suggests a closing price of NPR 505, but the weighted average is NPR 490, those who bought
at higher prices (e.g., NPR 500) may be unfairly penalized, and others unduly rewarded.

This Report is a proprietary document prepared by Himalayan Capital Limited (HCL)'s Research Unit. (HCL) does not assume any liability for any
financial or other loss resulting from this report in consequence of any undertaking made dependent on this report.

Page 40of 21



Teurea wfuea ffies

’Himalayan [e£TsJi %]

A Subsidiary of Himalayan Bank Limited

3. Law Formulation and Improvement

e The Securities Issuance and Trading Regulations for Small and Medium Organized
Institutions, 2081 were introduced to support capital mobilization for SMEs,
fostering entrepreneurship, job creation, production growth, and import
substitution.

e The Board issued Targeted Financial Sanctions guidance under AML Rule 69(3),
requiring market participants to screen clients against the UN Sanctions List and
freeze assets linked to individuals or entities involved in terrorism or weapons
proliferation. Reporting to the Financial Intelligence Unit is mandatory for
suspicious cases.

¢ Amendments were made to Schedule 5 and 9 of the Merchant Banker Regulations,
2064 to streamline the licensing process for subsidiaries of banks, financial
institutions, and insurers, and to enhance securities guarantee mechanisms.

e TheSecurities Issuance and Allotment (Eighth Amendment) Directive, 2081 and the
Directive on Mergers and Acquisitions of Securities Businesses, 2081 were
approved and enforced.

e The Fourth Amendment of the Securities Trading Operation Regulations, 2081,
submitted by NEPSE, was approved.

e Legal provisions were introduced to allow a joint investment company of the
Government of Nepal and NRNs to issue securities for exclusive trading among
Non-Resident Nepalis.

e CDS & Clearing Ltd. has been instructed to amend systems allowing closure of
dormant beneficiary accounts (inactive for 5 years with no balance). Renewal fee
exemptions will be granted where applicable. Deposit members must submit their
renewal fees before forwarding them to CDSC.

Implications: The FY 2081/82 legal reforms focused on improving market efficiency, compliance,
and inclusivity. The introduction of SME-specific issuance regulations marked the launch of a
much-needed SME trading platform, providing SMEs with access to capital while helping reduce
volatility in the main NEPSE index caused by low-cap stocks and limited brokers. AML compliance
was strengthened through mandatory UN sanctions screening. Licensing procedures for financial
subsidiaries were streamlined, while directives on securities issuance, M&A, and trading
operations were updated. Provisions allowing a joint GON-NRN investment company to issue
securities exclusively for NRNs opened new avenues for diaspora investment. The directive to
close dormant accounts enhanced market transparency and system efficiency.

This Report is a proprietary document prepared by Himalayan Capital Limited (HCL)'s Research Unit. (HCL) does not assume any liability for any
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A. Law Enforcement and Actions

e Complaints: A total of 78 complaints were received (53 directly and 25 via Hello
Government). Of these, 58 were resolved, 2 were found unrelated, and the rest are
under review.

e Legal Cases: As of Baishakh 2082, the Board was involved in 6 active cases (4 in the
Supreme Court, 2 inthe High Court). Final verdicts were delivered in 14 cases during
this period (6 Supreme Court, 7 High Court, 1 District Court). The Board continues
to submit legal responses and represent its cases as required.

e Governance Compliance: The Board directed a listed company to appoint
independent directors in line with regulatory requirements. It issued a warning to
Nepal SBI Merchant Banking Ltd. for failing to submit complete information during
employee share allotment and not adhering to professional standards. Furthermore,
after investigating complaints of unfair distribution of employee-reserved shares,
the Board ordered the concerned issuing company to conduct a transparent re-
allotment. Eleven listed institutions were also formally cautioned for non-
compliance with anti-money laundering directives.

e AML Compliance: Eleven listed institutions were formally cautioned for failing to
comply with anti-money laundering provisions under the relevant directive and
legislation.

Implications: These enforcement actions reflect the Board's growing commitment to
regulatory compliance, market discipline, and investor protection. Timely resolution of
complaints and legal representation reinforces institutional accountability. Directives on
board governance and fair share allotment demonstrate a push toward transparency and
good corporate practices. Moreover, AML-related warnings to listed companies signal a
stricter stance on financial integrity and global compliance standards.

B. Market Inspection and Supervision

To strengthen market oversight, the Board intensified complaint resolution and monitoring
of suspicious transactions. By the end of Baishakh 2082, it completed off-site supervision
of all institutions and on-site inspections of 52 securities business operators, issuing
necessary directives based on the findings. Additionally, to ensure AML/CFT compliance,
off-site reviews were conducted for all institutions and on-site inspections for eight,
resulting in three corrective directives.
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Implications: The Board’s enhanced supervision ensures greater transparency and compliance in
the market, while its AML/CFT checks help prevent misuse of the financial system and promote
investor trust.

C. Investor Education, Study, and Research

The Board promoted capital market literacy through various programs, engaging around
8,250 participants during events like World Investors Week and Global Money Week. An
MoU was signed with the Central Department of Management, Tribhuvan University, to
jointly conduct research, training, and investor awareness programs. Additionally, a study
was completed on the legal provisions related to the accounting and use of premium
amounts collected from public securities issuance.

Implications: These initiatives help build a more informed investor base and strengthen academic
collaboration, ultimately supporting long-term market development and better regulatory
decisions.

4. Government of Nepal’s Policy and Programs on Securities Market
Improvement and Development

A. Capital Market-Related Programs in the Government of Nepal’s Policy and
Budget Speech for Fiscal Year 2082/83

e Laws related to the commodity exchange market will be formulated.

e The Securities Board will be strengthened to enhance regulatory capacity.

e Nepal Stock Exchange (NEPSE) will be restructured to improve institutional
performance.

e Regulatory bodies in the financial sector will be empowered, with frameworks for
deploying new risk mitigation instruments.

e Institutional investors and listed investment companies will be encouraged to invest
in equity, bonds, and securities of nationally prioritized industries.

e Legal provisions will allow EPF, CIT, and SSF to invest in private equity and venture
capital.

e Secondary market trading of government bonds will be initiated.

e Non-Resident Nepalis (NRNs) will be allowed to trade in the secondary securities
market.
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Implications: The government’s FY 2082/83 policy demonstrates a clear intent to modernize the
capital market and broaden participation. While earlier discussions hinted at launching a new
stock exchange, the focus has now shifted to restructuring and enhancing NEPSE —signaling a
priority on strengthening existing infrastructure before expanding platforms. Regulatory
empowerment, legal backing for the commodity market, and tools for risk mitigation will improve
governance. The entry of institutional investors and pension funds into PE/VC will boost long-term
capital flow to strategic sectors. NRN participation and bond market development will inject
liquidity and improve market depth—making Nepal’s capital market more inclusive and resilient.

B.

Capital Market-Related Programs Included in the Government of Nepal'’s
Economic Reform Implementation Plan, 2082

Raise public awareness and promote investment through capital market
instruments.

Facilitate secondary market trading of government bonds.

Restructure the Securities Board to include government officials, add experts,
remove private sector representatives, and enable margin loans via securities
dealers.

Allow hydropower companies to issue primary shares only after production begins.
Replace government loan investments in public institutions with bond issuances for
investment.

Restructure NEPSE to encourage private sector participation and capital growth.
Restructure CDS & Clearing Limited to offer secure depository services with
broader institutional participation.

Simplify share and bond issuance processes for private sector companies to raise
capital more efficiently.

Promote transparent share issuance using premium and book-building methods.
Amend specialized investment fund regulations to attract more foreign investment
in private equity and venture capital.

Coordinate between Securities Board, NEPSE, and Company Registrar to facilitate
easier exit for private equity and venture capital investors.

Increase the lock-in period for private equity and venture capital securities from one
to two years post-issuance.

Reduce fund management, registration, and issuance fees for private equity and
venture capital by 50%.

Legalize Equity Crowdfunding under the Securities Act.

Develop infrastructure for the derivatives market.
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e Enable issuance of Global Depository Receipts for public companies to access
international capital markets.

Implications: The Economic Reform Implementation Plan 2082 introduces key measures to
strengthen Nepal’s capital market. Initiatives like enabling secondary trading of government
bonds and allowing Global Depository Receipts aim to diversify funding sources and attract
foreign capital. Restructuring SEBON, NEPSE, and CDSCL will improve governance and efficiency.
Simplified issuance processes, equity crowdfunding legalization, and reduced fees for private
equity and venture capital (PEVC) will encourage broader participation. The implementation of
Specialized Investment Fund (SIF) guidelines will streamline the licensing process for PEVC and
promote greater discipline among market participants. Moreover, requiring hydropower
companies to issue shares only after production begins enhances investor protection. Collectively,
these reforms are expected to deepen market liquidity, boost private sector financing, and
strengthen investor confidence.

5. SEBON'’s Goals and Priorities for FY 2082/83

The Board aims to develop a reliable, transparent, and competitive securities and
commodity exchange market by focusing on the following priorities:

e Implement reforms under the Government’s Economic Reform Plan, 2082.

e Coordinate with other financial regulators for cohesive market oversight.

e Strengthen theinstitutional and IT capacity of the Board.

e Protect investors by taking action against fraud and misconduct.

e Introduce Automated Market Surveillance System (AMSS) for better oversight.
e Ensuretransparency in public issuance and attract real-sector companies.

e Launch an SME trading platform for better access to capital.

e Operate and develop the commodity exchange market and its infrastructure.
e Enhance legal framework for regulation, supervision, and management.

e Restructure NEPSE and CDSC to strengthen the secondary market.

e Improve professionalism among market participants.

e Alignlegal frameworks with IOSCO standards for global compatibility.

e Promote investor education and awareness for wider public engagement.

Implications: SEBON'’s goals for FY 2082/83 focus on creating a transparent, reliable, and
efficient capital market in Nepal. By implementing government reforms and coordinating with
financial regulators, SEBON aims to strengthen oversight through enhanced institutional and IT
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capacity, including an Automated Market Surveillance System to protect investors from fraud.
Increasing transparency in public issuances and attracting real-sector companies will deepen
market liquidity. The introduction of an SME trading platform and development of the commodity
exchange will expand investment opportunities. Restructuring NEPSE and CDSC will boost the
secondary market, while aligning legal frameworks with I0SCO standards and improving
professionalism will promote global best practices. Investor education programs will further build
public confidence and participation, supporting sustainable market growth.

6. Policy Foundations for Fiscal Year 2082/83

While drafting the policy for FY 2082/83, the Securities Board of Nepal (SEBON)
considered the following key references:

e 16th Five-Year Plan: Capital market strategies and programs outlined by the
Government of Nepal.

o« FY 2082/83 Government Policies and Budget: Capital market-related content.

e Economic Reform Implementation Plan, 2082: Based on recommendations of the
High-Level Economic Reform Commission.

o Shiwakoti Committee Report (2081): Evaluated the feasibility of multiple securities
market operators.

In addition, the Board referred to:

e Internal inputs: Programs proposed in Board meetings, annual and strategic plans,
and departmental suggestions from Regulation, Legal & Compliance, Supervision,
and Policy, Research & Training Departments.

o Legal mandates: Authority derived from the Securities Act, 2063; Commaodity
Exchange Market Act, 2074; and Anti-Money Laundering Act, 2064.

o International practices: Principles from global regulators and best practices.
e Ongoing programs: Policies from FY 2081/82 under implementation.

e Market context: Status of financial literacy, investor awareness, market regulation,
and infrastructure.

This Report is a proprietary document prepared by Himalayan Capital Limited (HCL)'s Research Unit. (HCL) does not assume any liability for any
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o Stakeholder feedback: Insights from experts, researchers, investors, and other
stakeholders.

Implications: SEBON'’s FY 2082/83 policy is built on a strong foundation combining government
plans, legal mandates, and international best practices. Drawing from national reform agendas,
expert committee insights, and internal departmental inputs ensures the policy is comprehensive
and practical. By considering ongoing programs, market conditions, and stakeholder feedback,
SEBON aims to create a responsive framework that addresses current challenges while promoting
market growth, investor protection, and financial literacy.

7. Policies for the Development, Expansion, and Improvement of the
Securities Market and Commodity Exchange Market for Fiscal Year
2082/83

The Board has set the following strategic focus areas:

A. Strong Legal Framework

Strengthen laws related to securities and commodity markets in line with international
standards.

B. Institutional Strengthening

Enhance the capacity and structure of SEBON and related service providers.

C. Better Regulation and Supervision

Enforce effective oversight to prevent illegal activities and take action against wrongdoers.
D. Sector and Product Diversification

Promote variety in market sectors and introduce new financial instruments.

E. Risk Mitigation

Focus on reducing systemic risks to protect investors and boost market confidence.

This Report is a proprietary document prepared by Himalayan Capital Limited (HCL)'s Research Unit. (HCL) does not assume any liability for any
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F. IT Infrastructure Enhancement

Upgrade and expand the use of advanced technology in SEBON and across the market.

G. Research and Investor Awareness
Continue studies and nationwide programs on market education and financial literacy.

Implications: SEBON'’s policies for FY 2082/83 emphasize building a resilient and dynamic
capital market. Strengthening the legal framework and institutional capacity will create a solid
foundation for effective regulation and supervision. Promoting sector and product diversification
alongside risk mitigation will enhance market stability and investor protection. Upgrading IT
infrastructure ensures more efficient operations and oversight. Continued research and investor
education programs aim to empower participants, increase transparency, and foster sustainable
market growth. Together, these priorities position Nepal’s securities and commodity markets for
long-term development and broader participation.

8. Securities Market and Commodity Exchange Market Policies and
Programs of the Board for Fiscal Year 2082/83

Under the development, expansion, and improvement of the securities market and
commodity exchange market, the Board has determined the following policies and
programs for fiscal year 2082/83 (69 developmental programs and 19 regular programs):

A. Strengthening of Regulatory Provisions related to the capital market and commodity
exchange to bring them into alignment with international standards and frameworks.

To align Nepal’s capital and commodity markets with international standards, the Board
has prioritized strengthening the regulatory framework in fiscal year 2082/83. Key legal
reforms will include amendments tothe Securities Act, 2063, and the Commodity Exchange
Market Act, along with updates to related rules and directives. The Board will review and
approve revised regulations concerning the securities market, central depository
operations, and the commodity exchange market. Timely amendments will be made to the
Collective Investment Scheme Regulation, 2067; Specialized Investment Fund Regulation,
2075; and related directives. Improvements in the Securities Market Operation
Regulations will ensure consistency in the paid-up capital of market operators and
introduce provisions for primary issuance. The Credit Rating Regulation, 2068, will also be
updated, while new regulations will be drafted for commodity trading, futures contracts,
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warehousing, and auctions. Enhancements in the Securities Registration and Issuance
Regulation will improve primary share issuance, introduce Internal Financial Control (IFC)
reporting, and define the qualifications of auditors for listed institutions. Furthermore, the
Board will issue updated directives to listed companies addressing anti-money laundering
and the prevention of terrorist financing.

In addition to these reforms, the Board plans to draft separate legal frameworks for the
Nepal Securities and Commodity Exchange Board Act and the Securities and Commodity
Exchange Market Act. A new Trust Act will also be prepared to improve the governance of
collective investment schemes and the central depository system. To support capital
access, measures will be introduced to simplify and reduce the cost of share and bond
issuance for productive private sector companies. The Board will also facilitate trading
access for Non-Resident Nepalis (NRNs) by creating a dedicated mechanism. To further
develop the private equity and venture capital ecosystem, studies will be conducted on the
lock-in period, fund management fees, and registration and issuance charges. Coordination
with the Company Registrar's Office will be enhanced to help private equity and venture
capital firms exit and retrieve investments more efficiently. Additionally, the Board will
formulate legal provisions to enable equity crowdfunding and introduce systems for
electronic identity verification to open securities trading accounts digitally.

Implications: This regulatory overhaul will modernize Nepal’s capital and commodity markets by
aligning them with global standards, enhancing transparency, investor protection, and market
efficiency. Simplified and lower-cost issuance processes will boost private sector participation. The
ability for NRNs to actively trade in the stock market will increase market participation and depth,
though it may introduce volatility risks if large-scale withdrawals occur based on external
conditions. New provisions for equity crowdfunding will expand access and diversify investors.
Strengthened AML and governance measures ensure financial integrity. Notably, drafting the
Trust Act will reinforce depository-related frameworks and promote stronger governance and
compliance. Overall, these reforms aim to create a more inclusive, transparent, and growth-
oriented capital market.

B. Institutional Strengthening and Regulatory Capacity Building of SEBON and other
Capital market Institutions

In fiscal year 2082/83, the Board aims to enhance its institutional and regulatory capacity
while facilitating the restructuring of Nepal Stock Exchange Ltd. (NEPSE) and CDS &
Clearing Ltd. Efforts will focus on institutional strengthening, structural reforms, and
capacity building of both the Board and related service providers within the securities
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market. To support market development, mechanisms will be developed to ensure effective
coordination among the Board, the Government of Nepal, the Ministry of Finance, and
other financial regulators. Regular discussions and interactive programs will be conducted
to enhance cooperation. A four-year strategic plan (2082/83-2085/86) will be prepared
and implemented to guide the Board’s operations and systematic market development.
Furthermore, the Board will move forward with Operations and Maintenance (O&M) plans
for institutional strengthening and initiate the process of acquiring land or property for its
permanent office.

To modernize operations, the Board will implement system automation and introduce an
Enterprise Resource Planning (ERP) system to deliver faster and more efficient electronic
services. A feasibility study will also be conducted for the establishment of regional offices
to decentralize services. Additionally, the Board will review its internal governance and risk
management system and draft an internal operational directive to improve administrative
functioning. In terms of market oversight, the Board will conduct real-time surveillance of
daily securities market transactions, monitoring traded companies, securities, and
transaction volumes. Continuous supervision and investigation of any irregularities will be
carried out to ensure effective regulation and maintain market integrity.

Implications: The institutional strengthening and capacity-building initiatives planned for FY
2082/83 will significantly enhance SEBON'’s ability to regulate and develop Nepal’s capital
market effectively. Restructuring key market institutions like NEPSE and CDS & Clearing Ltd. will
improve governance and operational efficiency. Improved coordination with government bodies
and regulators will foster a more unified approach to market oversight. The adoption of
automation and ERP systems will streamline processes, increase transparency, and enable faster
service delivery. Exploring regional offices will expand accessibility and outreach. Real-time
market surveillance and enhanced internal governance will strengthen regulatory enforcement
and help maintain market integrity, ultimately boosting investor confidence and supporting
sustainable market growth.

C. Enhancing Market Supervision and Governance - FY 2082/83

To strengthen market oversight and promote better governance, the Board will implement
several targeted supervision and compliance initiatives in fiscal year 2082/83. Orientation
training programs will be conducted for listed companies on Anti-Money Laundering
(AML), Counter-Terrorist Financing (CTF), and Targeted Financial Sanctions. The Board
plans to carry out on-site monitoring of at least 15% of all securities brokers and dealers, as
well as merchant bankers and credit rating agencies. Similarly, at least 15% of registered
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managers of collective investment schemes and specialized investment funds will also
undergo on-site supervision.

Furthermore, the Board will inspect at least 15 institutions identified under the risk-based
supervision manual for AML in securities businesses (2077). In coordination with the
Institute of Chartered Accountants of Nepal, standardized reporting formats for brokers,
merchant bankers, listed companies, and other market participants will be implemented.
Supervision guidelines for listed organized institutions will be prepared, and compliance
officers will be trained on required reporting procedures, data submissions, and
documentation standards.

Additionally, the Board will study and review its current supervisory framework for
securities operations and commission research to improve governance practices within the
sector. Finally, detailed profiles of listed organized institutions and market participants will
be updated to ensure better monitoring and transparency.

Implications: The enhanced supervision and governance measures for FY 2082/83 will
strengthen market integrity and investor protection in Nepal’s capital market. Targeted training
on AML, CTF, and financial sanctions will improve compliance awareness among listed
companies. Regular on-site monitoring of brokers, dealers, fund managers, and other key
institutions will ensure adherence to regulations and identify risks early. Implementing
standardized reporting and updating supervisory guidelines will improve transparency and
consistency in market oversight. Ongoing reviews and research to refine governance practices will
further enhance regulatory effectiveness. Together, these actions will promote a safer, more
transparent, and well-governed securities market, boosting investor confidence and sustainable
development.

D. Development and Diversification of the Secondary Market - FY 2082/83

e Support secondary market trading of government bonds to enhance liquidity and
investor participation.

e Facilitate bond issuance by government institutions to mobilize funds through
capital markets.

e Review and improve margin lending policies offered by securities brokers for
trading purposes.

e Formulate policies for intraday trading, securities lending and borrowing, and
support new financial instruments.

e Enable the establishment of auction markets to expand market mechanisms.
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e Conduct studies on derivative instruments to assess feasibility and diversify
tradable assets.

e Develop infrastructure for equity derivatives and support the setup of trading
systems for their operation.

Implications: The development and diversification initiatives for FY 2082/83 are expected to
significantly strengthen Nepal’s secondary market by enhancing liquidity and broadening
investment avenues. Enabling government bond trading is a critical step toward deepening
market participation, though Nepal’s currently underdeveloped bond market has helped avoid
mark-to-market losses like those faced by Silicon Valley Bank in the U.S., where fair-value
accounting revealed substantial unrealized losses.
Facilitating institutional bond issuance, improving margin lending policies, and proposing
intraday trading and short selling will add variety and flexibility. However, it is essential to first
assess whether Nepal’s market infrastructure and investor base are ready for such mechanisms.
Establishing auction markets and exploring derivatives will help diversify tradable assets and
attract more sophisticated participants. Infrastructure development for equity derivatives and
advanced trading systems will modernize the market, increase efficiency, and promote long-term,
sustainable growth.

E. SystemicRisk Mitigation inthe Securities Market and Promotion of Investor Interests

e Introduce standardized reporting formats for all major market participants
(merchant bankers, brokers, CIS, and listed companies).

e Implement a Risk-Based Supervision framework to reduce systemic risk and
enhance investor confidence.

e Enablereal-time application verification during primary issuance through APls from
CDSC for ASBA member institutions.

e Ensure secondary market trades occur only when the buyer’s bank account has
sufficient funds.

e Activate and operate the Investor Protection Fund effectively.

e Update the company classification system and amend legal provisions accordingly.

e Monitor the proper use of publicissue proceeds by listed companies.

e Ensure brokers maintain proper backups of investor orders during trading.

e Amend laws to allow risk management through subsidiary companies in the
securities market.
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Implications: The risk mitigation and investor protection measures for FY 2082/83 will
strengthen market stability and build investor confidence. Standardized reporting and Risk-Based
Supervision will enhance overall risk management. Crucially, the provision to verify sufficient
bank funds before executing secondary market trades will reduce payment delays, limit
manipulation, and prevent unrealistic leverage that could threaten systemic stability. However,
settling leveraged positions might cause short-term market fluctuations. Activating the Investor
Protection Fund and monitoring the use of public issue proceeds will increase transparency and
safeguard investors. Ensuring brokers maintain order backups and enabling risk management
through subsidiaries will further fortify investor protection. Together, these measures will foster a
safer, more resilient capital market, encouraging wider participation.

F. Improvement of Information Technology Infrastructure in Capital Market.

e Update SEBON’s IT Policy (2075) and ICT Operation Manual (2020) as per current
needs.

e Develop infrastructure for real-time market supervision, including initiation of
studies and procurement for AMSS and CMSIS systems.

e Ensure global IT standards in capital markets through studies, and develop IT
guidelines and audit frameworks for market participants.

e Conduct international-level system audits covering all aspects of trading platforms.

e Organize awareness programs on cybersecurity and risk mitigation for investors
and market participants.

e Continuously enhance SEBON'’s website to make it more user-friendly and
informative.

e Setupacentralized Data Center for proper data storage, sharing, and management
of ongoing and future systems.

e Study and plan for digital transformation, including SEBON process digitization, a
capital market data bank, disaster recovery, and XBRL reporting system.

e Engage external experts to assess Nepal’s legal and policy compliance with IOSCO
principles.

Implications: The IT infrastructure improvements planned for FY 2082/83 will modernize SEBON
and the capital market’s technological capabilities. Updating IT policies and manuals will align
operations with current needs. Developing real-time supervision systems like AMSS and CMSIS
will enhance market oversight. Studies and audits will ensure global IT standards and robust
cybersecurity practices. Awareness programs will educate investors and participants on IT risks.
Upgrading SEBON'’s website and establishing a centralized Data Center will improve information
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management and access. Digital transformation efforts, including process digitization and
disaster recovery planning, will increase efficiency and resilience. External experts will review legal
compliance with international IOSCO standards, ensuring a globally compatible regulatory
framework.

G. Capital Market Research, Education, and Awareness - FY 2082/83

e Conduct studies on specialized investment funds, best practices, and future
directions of the capital market.

e Organize international seminars and nationwide education programs to empower
investors.

e Collaborate with universities, research centers, and regulatory bodies for
curriculum development and training.

e Partner with FNCCI to encourage real sector companies to enter the capital market.

e Conduct certification programs for personnel involved in securities markets and
related services.

e Work with Tribhuvan University and others to enhance research quality and
provide training on financial literacy and research skills.

¢ Run nationwide investor education, awareness, and training programs for students,
investors, businesspersons, and the general public.

¢ Organize seminars, literacy campaigns, quizzes, essay contests, and media programs
during World Investor Week and Global Money Week.

e Provide capital market training for community school teachers to educate students
early.

e Hold interaction programs with university finance professors and local women
representatives to spread market knowledge.

e Conduct Training of Trainers (ToT) programs and prepare a roster of resource
persons.

e Broadcast biweekly financial literacy radio programs on Radio Nepal and television
programs, with impact assessments.

e Develop and implement a Securities Market and Commodities Derivative Market
Literacy Framework.

e Study issuance of Global Depository Receipts (GDRs) by Nepali listed companies for
better international market access.

e Collaborate with the Accounting Standard Board (ASB), ICAN, and others on
orientation programs and activities related to sustainability reporting for listed
companies.
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Implications: In FY 2082/83, the Board will focus on enhancing capital market research,
education, and awareness to empower investors and boost participation. This includes studies on
specialized funds, international seminars, and nationwide education programs. Collaborations
with universities and regulators will improve training and curriculum, while partnerships with
FNCCI will encourage real sector companies to join the market. Certification programs will raise
professionalism, and outreach will target schools, local communities, and media campaigns.
Training of Trainers programs will develop expert resources. The Board will also broadcast
financial literacy programs and implement a market literacy framework. Additionally, it will study
Global Depository Receipts for international market access and promote sustainability reporting
with relevant institutions.

H.

Ongoing Operational and Regulatory Functions of the Board - FY 2082/83

Issue and renew licenses for market participants including brokers, dealers, fund
managers, credit rating agencies, and others.

Approve issuance of securities such as IPOs, FPOs, rights, bonuses, bonds, and
mutual fund schemes.

Approve branch expansions and official representative appointments of securities
brokers.

Record shareholder name transfers for securities business institutions.

Review and recommend applications related to foreign currency exchange.

Grant approvals for mergers, acquisitions, and share conversions in registered
institutions.

Facilitate conversion of promoter shares to ordinary shares and update share
registries.

Provide training and development programs for Board staff through national and
international seminars and workshops.

Revise employee entrance exam curricula and fill vacant positions.

Prepare, review, and implement the Board’s annual policy and programs.

Develop educational curricula and materials to enhance market awareness and
literacy.

Organize special events and publish annual reports, research journals, and
educational resources.

Procure necessary materials, software, and resources for efficient Board
operations.

Conduct regular off-site monitoring of the securities market and registered entities.
Enforce securities laws and represent the Board in legal matters.
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e Update employee service regulations, implement vehicle access schemes, establish
loan procedures, and formulate accounting manuals.

Implications: These ongoing regulatory and operational functions reflect SEBON’s commitment
to strengthening market infrastructure, maintaining transparency, and ensuring orderly market
conduct. By actively licensing participants, monitoring market activity, facilitating corporate
actions, and improving internal governance, SEBON enhances investor confidence, promotes
institutional development, and supports long-term capital market growth.

Conclusion

SEBON'’s policy direction for FY 2082/83 reflects a decisive shift from incremental
regulation to a transformative agenda aimed at structural modernization of Nepal’s capital
market. The Board’s multi-dimensional approach—spanning legal reform, market
infrastructure development, IT upgrades, institutional restructuring, and investor
inclusion—demonstrates an understanding that capital market growth cannot be achieved
through isolated interventions.

Notably, the regulatory greenlighting of instruments like green bonds, equity
crowdfunding, and Global Depository Receipts (GDRs) indicates a strategic intent to
internationalize Nepal's market and deepen its financing channels. This is further
strengthened by provisions allowing NRN participation and institutional investor
engagement in private equity and venture capital—two areas with long-term capital
potential but historically underdeveloped in Nepal.

However, this rapid regulatory expansion carries execution risks. For instance, introducing
derivatives and intraday trading in a market with low financial literacy and limited market
depth could trigger volatility if not phased in carefully. Similarly, while the restructuring of
NEPSE and CDSC is necessary, the success of such efforts depends on political will,
governance reforms, and institutional autonomy—areas that historically lagin public sector
reforms.

The Board’s intensified emphasis on compliance, real-time surveillance, and AML/CFT
measures signals a welcome move toward global best practices, especially as Nepal seeks
alignment with I0SCO standards. Yet, enforcement capacity must keep pace with
regulatory ambition, particularly in monitoring new instruments and safeguarding investor
interests.
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In essence, SEBON's FY 2082/83 policy agenda is bold, forward-looking, and aligned with
global trends—but its success will hinge on careful implementation, stakeholder
coordination, and sustained capacity building. If executed effectively, these initiatives
could redefine Nepal’s capital market landscape by making it more resilient, inclusive, and
investment-driven.
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