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Information on Main Service Sectors of Mongolia 

The information hereunder has been submitted by the Government of Mongolia for circulation 
to the members of the Working Party. 

Banking Sartor 

The Banking Law of Mongolia which was adopted by the Parliament in 1991 is the basic legal 
act for the establishment of a two-tier banking system comprising the central bank ("Mongolbank") 
and commercial banks. 

The supreme banking authority is Mongolbank. As the central bank, Mongolbank is responsible 
for monetary policy int he country, supervision of overall commercial banking activity, management 
of foreign exchange reserves. 

Mongolbank sets up reserve requirements for commercial banks as the main monetary instruments 
and organizes clearing settlements between commercial banks. As a banker to the commercial banking 
system, Mongolbank extends loans to commercial banks. Mongolbank controls the money supply and 
provides tight monetary policy. 

The Banking Law provides for the following main banking services to be supplied by a 
commercial bank: 

- acceptance of deposits; 
- lending; 
- guarantees; 
- international payments; 
- purchase, sale of foreign currency; 
- issue, purchase and sale of securities; 
- safe custody of valuables. 

The Law requires a commercial bank to have a minimum capital of 400 mln tugriks (the existing 
rate is 1 US$-410 tugriks) and this requirement also applies to foreign banks to be operated in Mongolia. 

The Government, at the recommendation of Mongolbank, decides on the opening of representative 
offices or the establishment of branches of foreign banks. 
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Foreign banks operating within the territory of Mongolia are subject to the Banking Law and 
other relevant laws unless international treaties to which Mongolia is signatory stipulate otherwise. 

The Banking Law provides for the establishment of a commercial bank with foreign interest 
and for the operation of a wholly foreign-owned bank. Commercial banks may carry on general banking 
services or be specialized in specific operations. They must obtain a licence from Mongolbank to handle 
international payments, to purchase or sell foreign currency. 

As far as specific measures related to banking services are concerned, the Banking Law does 
not specify any limitations on the number of services, total value of transactions or any discriminatory 
treatment to the operations of foreign banks in Mongolia. 

There are same foreign invested companies which perform financial consultancy activities, 
including analysis, investment and portfolio research and advice. 

Communications Sector f 

Telecommunications in Mongolia are outdated and ineffective, constituting a major impediment 
to foreign trade and investment. 

There is only one State-owned Mongol ian Telecommunication Company (MTC) which provides 
telecommunication services, including broadcasting and postal services. 

Currently, there is no communications act in Mongolia. The Bill of Communications has been 
formulated and submitted to the Government for consideration subject to further submission to Parliament 
for approval and adoption. The expected enactment time is 1995. According to the draft Act and 
the existing rules adopted by the Minister for Infrastructure Development, the sector is opened for 
free competition. 

A comprehensive programme to upgrade telecommunication services is under implementation 
with assistance from Japan, AsDB, and France. 

The Government objectives for the development of the sector are to develop an effective and 
efficient sector to support economic development, rehabilitate and automate the basic telecommunications Ç 
network, improve the density and quality of telecommunications service, extend the coverage of basic 
telephone services in urban and rural areas, etc. 

The Government plans to increase telephone density from about four exchange lines per hundred 
people in 1992 to more than five exchange lines per hundred people by the year 2000. The emphasis, 
however, will be on upgrading the existing network rather than on expansion. To achieve these 
objectives, the Government is proposing major sector reforms and the main policies being pursued 
to improve management and regulation of the sector are: (a) adopting a telecommunications law; 
(b) separating postal and broadcasting functions from MTC; (c) restructuring and privatizing MTC; 
(d) establishing a partnership between MTC and a foreign company; (e) attracting greater private-sector 
participation to mobilize additional financial, technical and human resources for sector development; 
and (f) introducing competition in basic and value-added services in the longer term. 

The Foreign Investment Law provides for incentives for foreign investors in this area, namely 
foreign invested venture in basic telecommunications shall be granted tax exemptions in the first ten 
years and SO per cent tax relief in the following five years. 


