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ABOUT US

The International Journal for Legal Research & Analysis (IJLRA) (ISSN: 2582-6433) is a peer-
reviewed, academic, online journal published on a monthly basis. The journal aims to provide
a comprehensive and interactive platform for the publication of original and high-quality legal

research.

IJLRA publishes Short Articles, Long Articles, Research Papers, Case Comments, Book
Reviews, Essays, and interdisciplinary studies in the field of law and allied disciplines. The
journal seeks to promote critical analysis and informed discourse on contemporary legal, social,

and policy issues.

The primary objective of IJLRA is to enhance academic engagement and scholarly dialogue
among law students, researchers, academicians, legal professionals, and members of the Bar
and Bench. The journal endeavours to establish itself as a credible and widely cited academic
publication through the publication of original, well-researched, and analytically sound

contributions.

IJLRA welcomes submissions from all branches of law, provided the work is original,
unpublished, and submitted in accordance with the prescribed submission guidelines. All
manuscripts are subject to a rigorous peer-review process to ensure academic quality,

originality, and relevance.
Through its publications, the International Journal for Legal Research & Analysis aspires to

contribute meaningfully to legal scholarship and the development of law as an instrument of

justice and social progress.
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REBUILDING RESILIENCE: INTERNATIONAL
FINANCIAL INTERVENTION AND POLICY REFORM
IN NEPAL’S 2026 FLOOD CRISIS

AUTHORED BY - SULOCHANA ANU

Introduction
Nepal is one of the world’s most disaster-prone nations. The 2026 floods demonstrated how
climate change, fragile mountain ecosystems, and limited fiscal capacity can combine into a
humanitarian and economic crisis. International financial intervention has become essential for

relief, reconstruction, and long-term resilience.

Understanding the 2026 Nepal Floods

Unprecedented monsoon rainfall and glacier-fed river surges caused widespread flooding
across Nepal. The disaster resulted in thousands of casualties, massive displacement, and

billions of dollars in damage to roads, bridges, homes, schools, and hydropower infrastructure.

Why International Financial Intervention Matters
Nepal’s domestic resources alone are insufficient to fund recovery. International finance
supports emergency relief, macroeconomic stability, infrastructure reconstruction, and climate

adaptation while reducing the risk of prolonged economic decline.

Role of the IMF
The International Monetary Fund supported Nepal through its Extended Credit Facility by
promoting fiscal stability, governance reforms, and climate-resilient public investment.
Concessional financing helps protect vulnerable populations while maintaining debt
sustainability.
Bilateral Assistance

India provided rescue teams, medical support, engineering assistance, and humanitarian
supplies. China contributed relief and expanded cooperation on glacier monitoring and

hydrological data sharing, strengthening regional disaster preparedness.
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United Nations and Climate Finance
The UN and multilateral climate funds emphasize resilient housing, watershed restoration,
flood forecasting technology, and sustainable infrastructure. Climate finance recognizes that

countries like Nepal face severe impacts despite contributing very little to global emissions.

Catastrophe Bonds and Disaster Risk Financing
Catastrophe bonds (“cat bonds”) are risk-linked securities that transfer disaster risk from
governments to capital markets. Investors earn attractive coupon payments but forfeit some or
all of their principal if a pre-defined trigger event occurs, allowing the sponsoring government
to receive a rapid payout without raising new debt. Sovereigns such as Mexico, the Philippines,
and Jamaica have issued cat bonds covering earthquakes, typhoons, and hurricanes
respectively, and the World Bank has structured similar risk-transfer instruments for

pandemics, demonstrating the model’s adaptability beyond seismic risk.

For Nepal, a parametric flood bond—triggered automatically by rainfall or river-level
thresholds rather than assessed losses—could deliver near-instant liquidity for emergency
relief, bypassing the slower disbursement timelines of bilateral and multilateral channels. Such
an instrument would complement, not replace, IMF and grant-based support by specifically

covering the critical first-response window immediately after a flood event.

Nepal nonetheless faces real constraints in issuing a standalone cat bond: a small, undiversified
economy makes premiums costly relative to fiscal capacity; limited hydrological and actuarial
data weakens trigger design; and low sovereign credit visibility deters investors absent donor
or multilateral credit enhancement. A regionally pooled South Asian catastrophe bond,
anchored by World Bank or Asian Development Bank guarantees, is likely a more viable near-

term pathway than an independent Nepali issuance.
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Figure: Mind map of catastrophe bond mechanics and their application to Nepal's flood risk

financing.

Policy Review: Strengths
The international response demonstrated rapid humanitarian mobilization, concessional
financial support, stronger governance expectations, and greater integration of climate

resilience into reconstruction planning.

Policy Review: Challenges

Major challenges include a significant funding gap, weak early-warning systems, vulnerable

infrastructure, and long-term dependence on external financing. These issues require structural
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policy reform rather than temporary relief alone.

Comparative Role of Institutions
The IMF focuses on macroeconomic stability, while development banks finance infrastructure
and UN agencies coordinate humanitarian assistance. Bilateral partners complement these

efforts through regional cooperation.

Climate Justice
Nepal contributes only a tiny share of global greenhouse gas emissions yet experiences
disproportionate climate impacts. International financial intervention should therefore

prioritize grants and adaptation funding over debt-financed recovery.

Policy Recommendations
Key recommendations include establishing a Himalayan Early Warning Network, creating a
National Disaster Resilience Fund, investing in resilient infrastructure, strengthening
community preparedness, improving transparency, exploring a donor-guaranteed regional

catastrophe bond for parametric flood risk, and expanding access to global climate finance.

Lessons for South Asia

Nepal’s experience highlights the need for regional river governance, climate-integrated public

finance, resilient infrastructure standards, and coordinated disaster financing across South Asia.

Emergency Helplines for Flood-Affected Communities
Rapid access to verified emergency contacts is a critical, low-cost complement to the financial
instruments discussed above. The numbers below reflect nationally published Nepal Police and
NDRRMA channels; district-level and hospital-specific lines change frequently and should be

confirmed locally where possible.
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Figure: Nationally published Nepal emergency and disaster helplines, grouped by function.

Way Forward

The Nepal floods illustrate that modern disasters are humanitarian, economic, and climate
crises simultaneously. Effective international financial intervention must combine emergency
assistance with long-term resilience, transparent governance, and equitable climate finance to

secure Nepal’s sustainable recovery.
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