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Nepal - USA Trade Relations
General Background:

The United States of Americaand Nepal
has friendly bilateral relation since
establishment of diplomatic ties on April
25, 1947. Following which U.S. policy
objectives has been geared to helpNepal
toward in building a peaceful, prosperous,
resilient and democratic society. The US
works with Nepal to support inclusive and
effective governance, promote political
stability and economic development,
decrease the country's dependence on
humanitarian assistance, and increase its
ability to make positive contributions to
regional security and the broader global
community.

On 25 February 2016, U.S. President
Barack Obama signed a legislation
authorizing special trade preferences for
Nepal, which will grant duty-free tariff
benefits for up to 66 types of items,
including certain carpets, headgear, shawls,
scarves, and travel goods. This Nepal
specific bill is authorized for period of ten
years and is designed to help Nepal's
economic recovery in the wake of 2015
earthquakes. The program will grant
duty-free tariff benefits for Nepali exports.
The NepalTrade Preferences Legislation
also authorizes a trade capacity building

program, that focuses on helping Nepal

implement the World Trade Organization's
Trade Facilitation Agreement (TFA).

Trade Related Agreements between
Nepal and United States of America

The first trade related égreement between
two countries was Friendship and
Commerce Agreementthat was signed on
April 25, 1947. 1t provided for the
establishment of diplomatic and consular
relations, established a standard for
treatment of American nationals, and
established a rule of nondiscrimination in
future commercial relations. According to
another exchange of notes that day, the U.S.
Ambassador to India would be accredited
also as ambassador to Nepal, with personnel
stationed in New Delhi and Calcutta with
similar accreditation. Nepal would in turn
establish a Legation under a Charge
d'Affaires ad interim in Washington, and a
Consulate in New York.

After long haul Trade and Investment
Framework Agreement (TIFA) was inked
on 15 April 2011, with objective of the
expansion of trade and investment, along



with technical cooperation, and
strengthening economic relations between
the two countries. Following up which The
United States-Nepal Trade and Investment
Framework (TIFA) Council held its third
meeting on April 20, 2017, in Kathmandu,
Nepal to promote expanded bilateral trade
and investment in goods and services.
The discussion focused on customs and
trade facilitation, sanitary and phytosanitary
measures, food safety, labeling
requirements, standards and conformity
assessment and labor. On the occasion
Nepal requested support for strengthening
its capacity in these areas and the United

States took note of the requests.

In the wake of2015 earthquake, Trade
Facilitation and Trade Enforcement Act of
2015 provided preferential trade benefits
for select products from Nepal, which will
be available through December 31, 2025.
Both sides expressed a commitment to fully
implement the Act. The United States took
note of Nepal's request to explore including
additional products under the trade
preference program, to promote investment
in Nepal, and to enhance trade capacity-
building support for stronger economic
growth.

National Intellectual Property Rights Policy
was welcomed by US for Nepal's effort to
foster innovation through the National

Intellectual Property Rights Policy and
provided information to support Nepal's
efforts to develop laws that will result in
greater IPR protection. The U.S. side stated
its intention to support the enhancement of
Nepal's capacity in the field of IPR

administration.

On 25 February 2016 special trade
preference for Nepal was signed that will
grant duty-free tariff benefits for up to 66
types of items, including certain carpets,
headgear, shawls, scarves, and travel goods.

Similarly The MCC Compact Agreement
(worth 630 million USD) was signed
between Nepal and USA on 14th September
2017. The Agreement aims to enhance
Nepal's energy connectivity and minimize
transportation cost for economic growth
and prosperity through construction of about
300 km of electricity transmission lines
and support for maintenance of 300 km of
roads within 5 years of the project's period.



Summary Table

. Main

Year Title highlights

1947 [ Friendship Establishments of
and diplomatic and consular
Commerce relations, standard for
Agreement treatment of American

nationals, and rule of
nondiscrimination in
future commercial
relations.

2011 | Trade and Expansion of trade,
Investment investment, and
Framework technical cooperation,
Agreement and strengthening
(TIFA) economic relations.

2015 | Trade Fully utilizing
Facilitation preferential trade
and Trade benefits for selected
Enforceme products from Nepal,
it At available through

December 31, 2025
National The United States
Intellectual welcomed Nepal's
Property effort to foster
Rights Policy. | innovation.

2016 | 2016, Grant duty-free tariff
Duty-Free benefits for up to 66
Tariff types of items.

2017 MCC Compact | Enhance Nepal's energy
Agreement connectivity and
minimize transportation
cost for economic
growth and prosperity

Basic Indicators of
United States Economy

BASIC INDICATORS

Population (billion, 2017) 325.27
GDP (million current USS$, 2017) 18.56
GDP (million current PPP USS$, 2013) 19.6
Trade to GDP ratio (2011-2013) 13.9
Tariff binding coverage (%) 99.99

Rank in world trade, 2016

Exports

Imports

United States of America
in Multilateral Trading
System

1 January 1995
WTO accession
Trade Policy Review 16,18 December
2014
Tariffs and duty free imports
Tariff binding coverage (%) 99.99
MFN tariffs .
Final Apphed
bound [2016
Simple average of import
duties
All goods 34 35
Agricultural goods (AOA) 4.8 5.2
Non-agricultural goods 3.2 32
Non ad-valorem duties ]
(% total tariff lines) 8.2 8.5
MFN duty free imports
(%, 2012)
in agricultural goods 41.0
(AOA) -
in non-agricultural 48.9
goods '
Services sectors with 110
GATS commitments

Tourist Flow from USA to Nepal
US ranks among the top tourist
source to Nepal , the numbers of
which are as follows



Year Number of Tourist
2009 32,043
2010 36,425
2011 42,875
2012 48,985
2013 47355
2014 49830
2015 53897
2016 53645

| Number of Tourist from USA to Nepal
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Nepal's Trade with U.S.A.
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Major Products of Export and Import

with USA
Export Import
Woolen Parts of Aero plane
Carpet and helicopters
Glassware Electro-medical

instruments and appliances

Dog or cat food

Diagnostic Reagent

Pashmina Computer Server
and Network Server
Felt Lead acid accumulators

Hats and Headgears

Almonds

Readymade Garments

Artificial filament tow

Paintings, drawings

Soya beans,

and pastels whether or not broken

Essential Photographic plates and films

oils in the flat for x-ray, sensitised,
unexposed of paperboard or
textiles

Cotton sacks and bags Dried peas




SWOT Analysis of Bilateral Trade with the USA

Strength
- US and Nepal has official relation since 1949

- Increase in Nepalese immigrant to US has led
to increased demand for Nepalese product in
USA

- The USA is one of the biggest importers of
garments and woolen carpets from Nepal

- Nepal is popular destination for from America

- 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.

- US is one of largest provider of aid and
development assistantship to Nepal

Opportunity

- US is the largest economy of the
world and can hence provide huge
market potential for Nepalese goods

- There is growing opportunity for product
diversification in Pashmina, carpets, luggage,
handbags, and headgear

- U.S. provides assistance to Nepal through the
U.S. Agency for International Development
(USAID) and the Department of State. U.S.
foreign assistance programs to support Nepal's
peace process and transition to democracy, and
promote long-term development through
agriculture, health, family planning,
environmental protection, and vocational
education programs in Nepal

- Recently United States-Nepal Trade and

Investment Framework (TIFA) Council held

its third meeting on April 20, 2017, in

Kathmandu, Nepal to promote expanded

bilateral trade and investment in goods and

services

Long political quagmire in Nepal deterred many
US business from importing from Nepal

USA.

Nepal has weak production and export

base.

Lack of effective value chains along with
rules r and egulation hinders export
promotion drive.

Nepal is unable to meet qgality standards
mandated by US market because of lack of
standard lab, research centers and

advanced technologies

Despite preferential treatment provided
by the US on trade , the stringent )
réequirment imposed by US creates a big

hasssel for Nepalese trader.

Absence of direct air linkages between the
twc()1 countries is huge obstacle for direct
trade

The absence of direct cargo flight to the
USA and the landlocked nature of the
country always pose a problem to have
easy and direct sailing of its product to the

Threat

Tough competition from other developing
countries in gaining access to US market
Nepal despite being a member of WTO, many
of its acts, rules, regulations are not in
conjunction with WTO provisions thus detering
free trade

High customs tariffs imposed on most
manufactured products increase the price of
U.S. products in the Nepali market

Nepal is the landlocked country with closest
port in Kolkata at a distance of four hundred
sixty miles from Nepal - India border thus
increasing distance of trade




Major Export and Import Products of

Products with HS Code at NTL

Nepal in 2015/16 levelincluded in Nepal Trade
Preferences Act
HS Code | Products Travel goods Carpet [Shawl,
Suitcase, handbag scarves, |Headgear
etc Gloves etc
630120 | Blankets & travelling rugs, '
of wool or fine animal hair 42021100 | 42022990 | 57011090 | 61171060 | 65040090
650500 | Hats & headgear 42021220 | 42023160 | 57023120 | 61178085 | 65050008
611697 . 1 Glowes. miftens and initts. of 42021240 | 42023240 | 57024920 | 62141010 | 65050015
. ¥
wool or fine animal hair,
knitted 42021260 | 42023280 | 57025040 | 62141020 | 65050020
570190 [ Carpets of other textile
materials, knotted 42021280 | 42023295 | 57025059 | 62142000 | 65050025
620630 Women/girls blouses and 42022160 | 42029100 | 57029130 | 62144000 | 65050030
shirts, of cotton, not knitted
42022190 [ 42029208 | 57029140 | 62149000 | 65050040
711311 | Articles of silver jewellery
42022215 [ 42029215 | 57029290 | 62160080 | 65050050
630790 | Made up articles, of textile 42022240 | 42029220 | 57020015 | 62171085 | 65050060
materials (Nepali Flag)
42022245 | 42029230 | 57031020 | 63019000 | 65050080
620342 | Mens/boys trousers and
shorts, of cotton, not knitted
, 42022260 | 42029245 | 57031080 | 63080000 | 65050090
420292 | Bags and similar containers,
of plastic or textile materials
420222 | Handbags with outer surface 42022280 | 42029290 | 57050020 65069960
of sheet of plastics or of
textile materials
42022950 | 42029990
570210 | Kelem, Schumacks,
Karamanie and similar textile
hand-woven rugs el
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