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CEO'S MESSAGE

Ganesh Raj Pokharel

It gives me great honor and pleasure to share with you
that we are the first Bank to conduct Annual General
Meeting (AGM) this year and the first Bank to distribute
dividend to our shareholders before the main festival
Tihat.

By saying this, I would also like to share that the journey
ahead is more challenging and difficult than before as
the economy of our country and the entire world is going
through a very tough time. But I strongly believe and
have high confidence that we all are capable of overcoming
this challenging situation because the Bank has the greatest
asset and that is YOU all- The Human Capital who is
golng to strive more and in better ways than never before
to achieve its mission "Mission Top Ten" and stand high
to be called as the Bank with System Inside Image
Outside.

The past fiscal year could hardly have been more
challenging. However, despite the tough year of increased
competition due to tight liquidity situation and the weak
post Covid economic condition of not our country but
the whole world worsened by the Russia - Ukraine war,
we have achieved a satisfactory set of financial results
and solid growth rates.

Our financial result reflects the effective execution of
our digitization strategies, systematic pursuance of the
organizations core values and purpose and efficient
management of our employees and resources.
The Bank's paid-up capital has now reached to NPR
14.20 billion and ranks in 11th position out of 26
commercial banks of Nepal. Similatly, the Bank's total
deposit has reached NPR 1 Kharba 56 Arba 56 Crore
and with total loans and advances of NPR 1 Khatrba 39
Arba 68 Crore.

The Bank's networks have now reached to 180 branches,
2 extension Counter, 133 ATMs and 97 Branchless
Banking Centers with 1,751 staffs. The Banks customer
base has reached near about 15 lakh with 4,75,817 active
Mobile Banking customers, 45,854 Internet Banking
customers and 2,86,273 Cardholder. Acquisition strategy
along with the aggressive growth of the Bank has brought
up the Bank much nearer to industry average now. I feel
great to inform you that now we will become a bigger
Bank and with the support from the esteemed
stakeholders of the Bank and collective efforts of the
management team and all staff; the Bank has been able
to reach where we are today. With the same enthusiasm
of my Citizens team, I am sure that we will be able to
become top 10 Bank of the industry very soon.
As our progress is rewarding, we are very excited to
maintain this trajectory. I truly believe our passion will
help us build on the solid business foundation we've
laid with commitment, respect and a sustainable approach,
during these 15 years.

I sincerely thank every staff for his/her contribution
towards the mission of the Bank. And I sincerely believe
that together we shall continue to be the trustworthy
partner for eternal progress to all individuals and
institutions that partners with us.

Once again, I remind everyone to have the following
things in mind at all times:

¢ ERRes @iy $99-(System Inside: Image Outside)
¢ TS dUiR : 9218 AR

¢ 'Think Big. Think only Business.

Let us all work together with feeling of "This is my
Bank and I am the Family Member of this Bank". TH
the Bank prospers eventually we all including our
stakeholders will prosper. Let's move ahead and work
in such a way that we achieve the Mission Top 10 Target
and make Citizens Bank one of the Top 10 Banks in
this banking industry.

Jai Citizens Bank!!!
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Financial Highlights

As on Ashwin End, 2079 (As per Unaudited Financial Report)

EARNINGS PER SHARE MARKET PRICE PER SHARE

NPR 14.12 NPR 187.50

Amount in NPR

PROFIT AFTER TAX PROFIT BEFCRE TAX OPERATING INCOME TOTALASSETS

501,215,547 716,022,210 | 1,684,965,202 | | 192,584,929,211 |

As on Ashwin End, 2079/80
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Training and Development

The employees are periodically provided with training opportunities
in order to develop the necessary skills to not only survive, but also
compete in this dynamic industry. The focus is provlded such that
long-term goals of the emplovee% and the Bank are in line with each
other. The structured, pragmatic and challenging training plans have
enabled the Bank to extract maximum benefits from the available
emplm ees with maximum utilization of human resources with
minimum diversions. The employees are further encouraged to share
their knowledge with fellow colleagues to strengthen the technical
expertise at hand. Furthermore, employees in specific departments
are provided with precise technical knowledge to help them nurture
in the specific field of knowledge.

The Bank opted in both physical as well as online training modules
during the first quarter of the Fiscal Year 2079/80. Further, in this
fiscal year, the Bank has also started sending its employees to
international trainings starting from the first quarter. We believe that
employees are the core strength of the Bank in the current time and
they play a very significant role in the success of the Bank. Complying
with our Human Resource Core Value which 1s to nurture, empower
human capital and achieve their full potential; the Bank has been
providing online as well as physical trainings.

In the first quarter of FY 2079/80 the training details i.e. the kind
of training and the number of staff benefited from the training is
mentioned below.

Training Provided in First Quarter

Province-wise Training Details

S.No. | Provinces No.of Staff Benefited
1 Province 1 (Biratnagar) 873
2 Province 2 (Birgunj) 937
S Bagmati Province (Kathmandu) 2555
4 Province 4 (Pokhara) 385
) Gandaki Province (Nepalgunyj) 1635
6 Province 6 (Surkhet) 227
7 Sudur Paschim Province (Dhangadi) 225
Total 6837

S.N| Nature of Training No of Training | No of Participants
Conducted Benefited
1 | Training through 34 145
Training Institutes
2 | In-House Training 29 6659
3 | Calendar Programs 18 33
TOTAL 81 6837

Staff Benefitted from Trainings

0.48% ,2.12%

M Training through Training
Institutes

M In-House Trainings

Calendar Programs

97.40%

No. of Staff Benefitted

Province-wise Training Details
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Shiva Shrestha
-Pathlaiya Branch

Youngster in Nepal

Every a day, we wake up
Youngster has a big dream.
Every a day, we dream and work.
Youngster has a team to work
for dream.

Razeev Shrestha |
-Recovery Department

Every a day, we dream
Youngster has a motive.
Every a day, we raise voice
Youngsters are always ready to fight.

Every a day, we are in action.

Youngster brings immediate reaction.

Government of Nepal is in path of development.
Development is possible only after the youth unification.

Every a day, Nation has a dream.
Dreams are being fulfilled by Youth power.
Youngsters are the back bone of Nation.

My Nation, My pride is the source of motivation.
Nepal Police, Nepal Army not only the security.
They represent the youth power at the boundary.
Youth power is the back bone for the country.
Let’s support the youth leaders in the country.
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Ashok K. Chaudhary
-Hariharpurgadhi Branch
Hariharpurgadhi (Fort féeen)

The Hariharpurgadhi is Historical Place which was
situated at sindhuli District. This is one of the most
famous fort in Nepal. It is nominated in the name of
Harihar Singh Dev, who was former King of
Simraungadh.

After the war British army conquered the
Hariharpurgadhi fort. It can be seen that most of the
main part of fort was destroyed but now fort was
remaining 60% of Ruins.
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Emerging Trends in Banking Sector, Is it a hot utility or just hype?

Prapti Sharma
-Compliance Department

The basic key factors influencing the emerging trends in
banking sectors are emerging technologies, Iin techs,
changing customer behavior and the decomposition of
banking industry. As almost all banks all over the world s
having a close eye on costs, as there is a strong focus on
revenue growth and improving both customet's experience
and products, having said that in an unprecedented change.

Few emerging technologies in Financial sector in 2022 are
as listed below:-

1.

Block Chain

Block chain is one

of the most innovative
technologies in the
financial services
industry. This is widely
in the context of crypto
currency. Companies
use this technology to
protect data, verify and
identiq, recordtransactions,
It improves traceability.
Block chain can streamline banking and lendlng services,
reducing counterparty risk, and decreasing issuance 1nd
settlement times.

Cloud Banking

A cloud-based architecture makes banking processes
significantly more convenient and less prone to errors.
Cloud banking is the ideal solution for smooth global
payments, P2P transfers, and contactless payments.
Interest in Al, micro services, and analytics remains high.
5G will become a general-purpose technology that will
help deliver value in areas such as security, business
insights, and customer experience. Overall investment
levels vary, but particularly, budgets for Al/machine
learning are high. There are plenty of tech toys that can
distract and keep banks from more pressing tasks.
Quantum computing is one, virtual reality another
(applicable only to a few areas of banking) - and the
metaverse is many years away from creating broad and
rich business value for banks and their customers
In the 'hot' bucket sits, unsurprisingly, artificial intelligence
(AD), specifically in areas like machine learning, computer
vision and natural language processing, Machine learning
and real-time/predictive analytics are seeing the hlghest
levels of investment in the 'hot' list, according to Forrester
research, whereas the rest - including 5G and micro
services architectures - are seeing moderate investment

. Artificial Intelligence (AI) and Machine Learning (ML)

The banking industry has benefited from Artificial
Intelligence (AI) and Machine Learning (ML). They have
allowed banks to handle massive amounts of data and
draw conclusions due to their ability to evaluate real-
time trends, which has aided in speedy decision-making;
They are increasing their effectiveness while operating
more efficiently. This has decreased the time and cost
of several banking processes.

4.

==
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Neo Banks

Neo or digital banks have broken the monopoly of a
few huge names in the banking business by making
banking convenient and accessible. These banks would
be a less expensive alternative to existing banks because
they would not require physical branches. Because most
transactions will be conducted online, bank branches
will continue to play a minor role.

Open Banking

Open banking is a program that allows banks to exchange
data on their customers with fintech startups and other
financial institutions. Data can be shared via programming
interfaces (APIs), which enable a website or app to access
the bank's database. More sophisticated Al applications,
such as deep learning, natural language generation and
Al-powered robotic process automation, sit in the 'on
the radat' bucket because the technology is still evolving,
as 1s the regulatory environment to allow specific
applications for example in risk management. More than
a third of the banks surveyed also identified lack of
technology skills and experience in-house as a challenge
to greater adoption, according to Forrester.
Augmented reality, blockchain and low-/no-code
development platforms also sit within the 'on the radar’
grouping, as does data mesh and service mesh. Instead
of centralizing data in a data lake, the concept of a data
mesh 1s a decentralized approach that keeps data where
it 1s and enables domain teams to perform cross-domain
data analysis on their own. A service mesh is a way to
control how different parts of an application share data
with one another.

The 'hype' bucket contains those emerging technologies
that aren't yet mature enough for "banking prime time",
according to Forrester. These include advanced
gamification, edge computing (processing data closer to
the source), Internet of Things (machine-to-machine
transactions), metaverse and green technologies.
Quantum computing also makes an appearance in the
hype list. For example, HSBC recently signed a three
year deal with IBM, allowing the bank to embark on a
series of experiments to develop use cases for quantum
computing in financial services. The bank will explore
the use of quantum computing for pricing and portfolio
optimization to advance its net-zero goals and mitigate
risks, including identifying and addressing fraudulent
activity.

Importantly, banks will need to up skill their workforce
to be ready for a quantum future. For those banks sitting
on the sidelines, now is the time to get into the quantum
game.

Critizerss
Share Lagani Khata (CSLK)
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Impact of Russia Ukraine War and Covid in Nepalese Banking Sector

Kanchan Kafle
FDI -Finance Department

In 2020, Nepal imported USD 202.92 million and exported
USD 0.02 million goods from Ukraine whereas it imported
about USD 8.24 million and exported USD 2.01 million
worth of goods from Russia. The FDI from Russia is Rs.
694 million invested in 42 different companies generating
only 1464 jobs giving minimal effect to Nepalese economy.

Oil prices (Petroleum product and hydropower)

Russian invasion on Ukraine hiked oil prices in Europe and
international markets. Russia is the major supplier of oil
globally supplying 10.5 million bflnels of oil a day. It is
natural for the rise in price after the war as Russia has 11
percent of supply oil in the market.

Last year, o1l import to Nepal was worth Rs.175 billion with
the price of USD 40-42 per barrel and it reached a maximum
of USD 75 per barrel. On average, it was USD 60, but now
it is over USD 100. In this context, it seems that an additional
burden of Rs 100 billion will fall on Nepal's oil imports
creating indirect effect on Nepal's economy. To reduce the
inflationary impact on Nepalese economy, Nepal should
promote hydropower. Strengthening of economic diplomacy
can also provide development assistance.

In terms of economy and finance, Nepal has the capital
expenditure of 15 to 20 percent and has liquidity crisis
leading to worse situation. There is increment in price of
20 to 30 % in all essential and non-essential items. The
inflation has lead to lack of money in the market.
There is 7% rate of inflation in Nepal. As per the prediction
of The Reserve Bank of India there will be the rise in
inflation in coming month. The inflation rate in Nepal will
increase trade gap between India and Nepal. There is export
of $1 trillion and import of $11 trillion from India. There
is going to be high rise in inflation in both Nepal and India.
The rise in unemployment rate in Nepal is also increasing
the inflationary pressures.

Currency depreciation is one of the notable impact of
Ukraine and Russia wat. There is the depreciation in the
exchange rate of the Nepali rupee against a US dollar to
a new record level of Rs123.44.

The state-owned Nepal Oil Corporation (NOC) 1s losing
Rs16 for every liter of petrol and Rs12 for diesel it sells,
ranking up losses of Rs5 billion every month, which means
turther price hikes are a certainty.In fiscal pohcy excise duty
and VAT on fuel prices can be cut to reduce the inflationary
effects. However, it is going to increase the government
loans.

Petroleum products make up 13% of Nepal's total imports.
Next in the list of high imports are iron and iron products
and food grain. In the first six months of this fiscal year,
Nepal spent about Rs58 billion on iron and iron goods,
Rs77 billion on vehicles and spare parts, Rs64 billion on
soybean and palm oil, Rs23 billion on gold and Rs17 billion
on coal. There was the rise in the profitability of the banking
sector from 21.01 percent to Rs.71.30 billion in last fiscal
year ended mid-July, 2021.

As per the latest central bank report there has been huge
impact on the economy during the Covid 19 pandemic
leading to edge of bankruptcy of several companies however
the Nepalese financial sector has been rebounded. As per

the Financial Stability Report of NRB there was the rise in
profitability of banking sector by 21.01 percent to Rs.71.3
billion in the last fiscal year ended mid-July 2021.

Net profits of commercial banks grew by 16.60 petrcent to
Rs63.37 billion in the last fiscal year, compared to a sharp
16.66 percent drop in the previous year. There was the
contribution of interest income by 81.39 percent of total
income in the review year down from 86.52 percent in the
previous year. There was the rise in credit flows from banks
and financial institutions by 27.76 percent in 2020-21 fiscal
year as compared to 12.32 percent growth in 2019-20 and
rise in deposit flow by 20.5 percent in fiscal year 2020-21,
up from 17.27 percent in the pre Covid period of fiscal
year 2018-19.

As per the report, "Nepal's banks and financial institutions
have stood reasonably sound in terms of capital, liquidity
and asset quality." "Largely, overall indicators of the financial
system remained acceptable and the stress situation could
not be noticed."

Nepal's economy is in the recovery phase from the Covid-
19 pandemic shock. Economic activities have been expanding
along with the easing of Covid-19 restrictions and availability
of vaccines in recent months. There is rise in credit to
private sector leading to expansion of money supply and
upward pressure on asset prices.As a result, credit to the
private sector has surged in recent months, resulting in the
expansion of money supply and upward pressure on asset
prices, the report said.
Anil Kumar Upadhyay, CEO of Agricultural Development
Bank and president of the Nepal Bankers' Association, says
cconomic activities have been increasing, raising money
demand in the market with the improving pandemic
situation."As we do not have a country rating, big joint
ventures and foreign investors do not invest in Nepal, which
has impacted the money supply,” Upadhyay said.
According to the Central Bureau of Statistics, the growth
rate of Nepal's economy stood at 4.0 percent in the fiscal
year 2020-21 compared to a negative growth rate of 2.1
percent in the fiscal year 2019-20.

The report states that the interest income is the major
source of income in bank and financial institutions making
lending and deposit mobilization as a major source of
income. "We have not been able to go for bonds, external
borrowing, long-term resources and debentures. Low capital
expenditure by the government has kept the market small,"
Upadhyay said. "The country is dependent on trading where
imports are high and exports are low which does not
generate a value chain."

As of mid-July 2021, there is shrink in the number of banks
and financial institutions to 133 including 27 commercial
banks, 18 development banks, 17 finance companies, 70
micro finance institutions and one infrastructure
development bank.In addition, 19 life insurance companies,
20 non-life insurance companies, two reinsurance companies
and several non-bank financial institutions and a postal
savings bank are operating in Nepal. After the introduction
of merger bylaws, 229 banks and financial institutions had
undergone the process of merger and acquisition as of
mid-July 2021.Commercial banks had 4,753 branches,
development banks 1,023, finance companies 222 and micro
finance institutions 4,685 branches as of mid-July 2021.The
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