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Nepal - Germany Trade Relations
General Background:

Diplomatic relations between Nepal and
the Federal Republic of Germany was
established in 1958. Germany is Nepal’s
third largest trading partner following India
and the US and the biggest export market
for Nepali products in Europe. Germany
is an important market for Nepal,
particularly for carpets and textile products.
Meanwhile Nepal’s main imports from
Germany are machinery and industrial
products. In recent years, the bilateral
balance of trade has regularly shown a

surplus in Nepal’s favor.

Regarding trade, an investment protection
agreement has been in place since October
1986. On the other hand Nepal-German
Chamber of Commerce and Industry
(NGCCI) was founded in 1990 at
Kathmandu in order to promote bilateral
trade relations. Besides carpet, export to
Germany from Nepal include handicraft,
silver jewelry, garments, leather, wooden
and bamboo goods, lentils, tea, essential
oils from herb and aromatic plants. Nepal
imports mainly industrial raw materials,
chemicals, machinery equipment and parts,
electric and electronic goods, vehicles etc.
from Germany. Germany has been

providing

duty-free access to Nepal under
Everything-but-arm (EBA) initiative.

Trade Related Agfeements between
Nepal and Germany

On November 2011, the European
Commission adopted and published the
reformed Generalized System of

Preferences (GSP) rules of origin.

The EU's new GSP preferential trade
scheme entered into force on 1 January
2014. It increases the focus of EU unilateral
preferences in sectors where developing
countries are in most need. The number of
beneficiaries has been reduced, thus
creating more space for the exports of

poorer countries.

The new GSP further promotes sustainable
development and good governance by
allowing more countries to become eligible
for GSP+, which provides additional
preferences to vulnerable countries that
ratify and effectively implement core

international conventions on the



environment, labor, and human rights.

The new GSP also maintains ‘Everything
but Arms’ (EBA) scheme, which provides
duty-free and quota-free access to all
products from all LDCs with the exception
of arms and ammunition.Duty-free access
in February 2001, to imports of all products
from Nepal, except arms and ammunition,
without any quantitative restrictions (with
the exception of bananas, sugar, and rice

for a limited period).
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Basic Economic Indicators of Germany

BASIC INDICATORS

Population (Million, 2016) 82.67
GDP (trillion current USS$, 2017) 3.47
GDP (Trillion current PPP USS$, 2017) 3.98
Trade to GDP ratio (2014-2016) 84
Tariff binding coverage (%) 100
Rank in world trade, 2016 (Exports) 3
Imports 3

Germany in Multilateral Trading system
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Tariffs and duty free impo:ﬂts

Tariff binding coverage (%4) 100
MFN tariffs Final | Applied
bound | 2016

Simple average of import duties

All goods 5.0 52
Agricultural goods (AOA)[ 11.9 | 11.1
Non-agricultural goods 39 | 42

Non ad-valorem duties

(% total tariff lines) sl han
MFN duty free imports

(%, 2012)

in agricultural goods 455
(AOA) )

in non-agricultural goods | 60.4
Services sectors with 115

GATS commitments

| & Tourism

In recent years, arrivals of tourist from
Germany have been increasing, as shown
below:

Year Number of Tourist
2009 19,246
2010 22,583
2011 27,472
2012 30,409
2013 222:63
2014 18028
2015 12216
2016 23812
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Listing of Some Non-tariffs Measures

in European Union

)

iii)

General principles and requirements
of food law - all stages of food/feed
production and distribution
(Regulation (EC) No 178/2002-
Section 4)

Traceability - importers of food and
feed products must identify and
register the supplier in the country
of origin (Regulation (EC) No
178/2002 - Article 18)

General rules on hygiene of
foodstuffs and hygiene specifications

for food of animal origin

Rules on microbiological criteria for
foodstuffs



SWOT Analysis of Bilateral Trade with Germany

Strength

Nepal maintains a very warm relationship with
Germany and it is a familiar export destination
for Nepalese exporters

KFW German development bank is assisting
Nepal to develop its untapped hydroelectric
resources and making it more climate friendly

Nepal is popular destination for German Tourist

Nepal finally has a stable government for a
period of next five years so there is assurance
that no trade and economic activities would
be blocked or distracted by activities of political
instability.

Opportunity

Germany is the largest market in Europe with
huge trade potential for Nepalese exporter
Germany and Nepal can work in field of
sustainable economic development and trade,
Renewal Energy and energy efficiency and
Health

Germany is providing training to the SAARC
countries for boosting the trade that Nepal can
leverage.

Germany is assisting Ministry of Commerce
in implementing its trade strategy with focus
on improving political and legal environment
for small and medium enterprises.

Weakness

Nepal has weak production and export base.
Lack of effective value chains and rules
regulation hinders export promotion drive.

Nepal is unable to meet quality standards
mandated by German market because of lack
of standard lab, research centers and advanced
technologies

Absence of direct air linkages between the
two countries makes lightweight and high-
value Nepalese export products to France
much costlier

Threat

Long political quagmire in Nepal deterred many

German business from importing from Nepal

Tough competition from other developing
countries like Cambodia, Bangladesh, Bhutan,
and Vietnam from Asian region in German
market

Nepal though a member of WTO, many of its
acts, rules, regulations are not in conjunction
with WTO provisions thus detering free trade

The GSP facilities provided to Nepal on selected
products is useful in developing Nepalese export
to France




Potential Products for Export of

Nepal to Germany
: 611011 Jerseys, pullovers, cardigans, waistcoats
HS Code | Potential Products and similar articles, of woo
090240 | Black tea (fermented) & partly 570110 Carpets of wool or fine animal hair,
fermented tea in packages exceed 3 kg knotted
830629 | Statuettes and other ornaments, 560290 Felt of textile materials, nes
nes
711790 | Imitation jewelry nes 650590 Hats&otherheadgear,knitted or made up
from lace,or other textile mat
610220 Women / giﬂs Over'coats’ anoraks 610210 Women/girls overcoats ,anoraks etc. of
etc. of cotton, knitted wool or fine animal hair,knitted
711311 | Articles of jewelry&pts thereof of 610431 Women/girls jackets, of wool or fine
silver w/n platd/clad w/o prec met animal hair, knitted
620442 Womep /girls dresses, of cotton, 620452 Women /girls skirts, of cotton, not
not knitted knitted :
611691 Gloves, mlttens, and ml,tts’ n,es’ of 621420 Shawls,scarves,veils&thelike,of wool
wool or fine animal hair, knitted or fine animal hair,not knitted
630790 Mad? up ar_tldes’ of textile materials, 611020 Pullovers, cardigans and similar articles
nes, including dress patterns of cotton, knitted
620342 | Men /boys trousers and shorts, 420232 Articles carried in pocket/handbag,
of cotton, not knitted wi/outer surface sheets of plastic
621490 | Shawls,scarves,veils& the like,of 482010 Registers,accountbooks,notebooks,
other textile materials,not knitted diaries & similar articles of paper
610442 | Women /girls dresses, of cotton, 611012 Jerseys, pullovers, cardigans, waistcoats
knitted and similar articles
620432 | Women /girls jackets, of cotton,
not knitted
621410 |Shawls,scarves,veils and the like,
of silk or silk waste,not knitted
420222 Handbags w outer surface of sheets of
plastics o of textile materials
620520 Men/boys shirts, of cotton, not knitted
620462 Women /girls trousers and shorts, of
cotton, not knitted




