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Pathibhara Steel Industries Private Limited: Ratings placed on Watch 

with Negative Implications 

May 18, 2020 
 

Summary of rated instruments 
Instrument* Rated Limit (NPR Million) Rating Action 

Fund-based - Long-term loans 77.51 
722.49 

[ICRANP] LBB@; placed on Watch with Negative Implications 

Fund-based - Short-term loans [ICRANP] A4+@; placed on Watch with Negative Implications 

Total   800.00  
* Instrument details are provided in Annexure-1 

@ Rating placed on watch with negative implications 

Rating action   
ICRA Nepal has placed the ratings assigned to the bank loan limits of Pathibhara Steel Industries Private limited (PSI) 

under Watch with Negative Implications. These ratings include [ICRANP] LBB @ (pronounced ICRA NP L double B) 

assigned to the company’s long-term loans and [ICRANP] A4+@ (pronounced ICRA NP A four plus) assigned to the 

company’s short-term loans (including non-fund based limits). The limits include the existing limits of NPR 347.51 million 

and the proposed limits of NPR 452.49 million. 

 

Rationale 
The ratings assigned to the bank loan limits of PSI have been placed on Watch with Negative Implications on account of 

business disruption caused by the lockdown following the Covid-19 pandemic. The ratings action factors in the probability 

of a significant decline in PSI’s revenues in FY2020 vis-à-vis the earlier estimates, which could weaken the profitability 

and debt coverage metrics for the company. The demand outlook for the steel sector players is likely to remain weak 

over the medium term. Slowdown in inward remittances is likely to erode the spending capacity of domestic household 

while demand from the Government projects is likely to suffer owing to the Government’s reduced ability to invest in 

new projects because of slowdown in revenue collection. This is likely to weaken the demand from private companies as 

well.  

 

PSI’s sales in FY2019 increased sharply compared to FY2018 following the full-fledged operation of its TMT product line. 

However, sales fell short of the management target for FY2019, amid weakening demand. High growth in sales and 

profitability of the steel sector players between FY2016 and FY2018, backed by the earthquake-induced reconstruction 

demand, attracted new players to the sector. Projects of these new players were commissioned late in FY2018/early 

FY2019, which also coincided with a gradual decline in the event-induced demand post-earthquake. As a result, the 

industry saw a capacity overhang and ensuing competition for the market share led to an industry-wide erosion in sales 

and/or profit margin in FY2019. The weakness in demand and sales continued in FY2020 with PSI reporting a decline in 

sales of more than 16% in 9M FY2020 vis-à-vis 9M FY2019. The business disruption caused by Covid-19 lockdown is likely 

to exacerbate the situation further.  

 

Small scale of operation and resulting lower economies of scale remain hindrances for PSI in competing against large and 

established players. Reducing operating profit margin is likely to further strain the profitability and debt coverage metrics 

of PSI over the medium term. PSI’s working capital intensity is likely to rise further because of the slowdown in recovery 

from debtors and liquidation of stocks amid the lockdown. This could create liquidity challenges for PSI over the near 

term. The ability of the management to secure additional bank funding or the ability of the promoters to infuse additional 

equity to tide over the liquidity constraints will be essential for the business profile of PSI.  The gearing could further rise 

if the increased working capital requirement of PSI is financed through bank loans. This could further erode the debt 

repayment capacity of the company.  

 

 

Amid the continuation of lockdown, the impact of the pandemic on PSI’s revenue stream is not fully ascertainable. The 

ability of PSI to manage its working capital intensity and debt burden will be crucial to its near-term financial profile and 
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debt servicing ability. The Nepal Rastra Bank (NRB) has recently allowed an extension of three months and reduction of 

interest rate up to 2% for repayment of loans falling due on mid-April 2020, which is expected to ease out the immediate 

debt repayment pressure of PSI. ICRA Nepal will continue to monitor new developments in the sector, including further 

relief measures from the Government of Nepal (GoN) to the industrial sector as well as measures to increase the demand 

from households (if any) to ascertain whether further rating action is warranted.   

 

Link to last rating rationale:    

Rationale-Pathibhara Steel Industries Private Limited-December 2018  

 

(Note: PSI’s outstanding bank loan ratings are subject to a surveillance from ICRA Nepal, which has been delayed because 

of non-availability of adequate information. The information could not be received primarily because of the unfavourable 

situation created by the currently undergoing nationwide lockdown.) 

 

 

About the company   
Pathibhara Steel Industries Private Limited (PSI) was incorporated in December 2012 as a partnership firm with six 

individual partners. The firm was converted into a private limited company on July 15, 2018, with the same set of partners 

as shareholders. As of mid-July 2018, major promoters of PSI included Mr. Arjun Mainali, Mr. Kapil Bimali, Mr. Manorath 

Bhetwal, Mr. Hem Raj Sangraula and Mr. Om Prakash Bimali. 

PSI is involved in iron and steel processing and trading activities since 2013. PSI’s rolling mill operation started in 2013 

with an installed capacity of 10 metric tonnes per day (MTPD). Back then, PSI manufactured steel sections from locally 

purchased steel byproducts in its plant at Birtamode, Jhapa district. PSI replaced the old plant with a higher capacity 

plant in Q1 FY2018. The company started producing TMT bars (8-20 mm in diameter) from Q4 FY2018, after obtaining 

Nepal Quality Standard (NS) in June 2018. At present, the manufacturing portfolio of PSI comprises TMT bars (under the 

brand name of PSI TMT) and steel sections, using billets imported from vendors in Durgapur, West Bengal. The current 

installed capacity of the rolling mill is ~70,000 metric tonnes1 per annum (MTPA).   

PSI also has a trading portfolio, which comprises iron angles and mild steel (MS) wires (with simple processing). Steel 

wire processing commenced in H2 FY2019. The installed processing capacity of MS wire is ~13,000 MTPA2.  PSI’s customer 

base mostly includes individual end users in and around Jhapa district, where the key promoters have established 

reputation. PSI uses its supply chain of wholesale/retail trading units in the region to market its products. 

 

Annexure 1: Instrument details: 

Instrument 
Rated Limit 

(NPR Million) 
Rating Action 

Fund-based - Long-term loans (Existing) 77.51 
270.00 

[ICRANP] LBB @ 

Fund-based - Short-term loans (Existing) [ICRANP] A4+ @ 

Fund-based- Short-term loans (proposed/ unallocated) 452.49 [ICRANP] A4+ @ 

Total   800.00  

 

  

 
1 At the rolling capacity of 8 metric tonnes per hour, assuming 24 hours and 365 days of operation  
2 At the rate of 1.5 metric tonnes per hour, assuming 24 hours and 365 days of operation 
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Analyst Contacts:   
Mr. Kishor Prasad Bimali (Tel No. +977-1-4419910/20) 
kishor@icranepal.com     
 

Mr. Sailesh Subedi (Tel No. +977-1-4419910/20) 
sailesh@icranepal.com    
  

Relationship Contacts:   
Ms. Barsha Shrestha (Tel No. +977-1-4419910/20) 
barsha@icranepal.com    

 

About ICRA Nepal Limited:  
ICRA Nepal Limited, the first credit rating agency of Nepal, is a subsidiary of ICRA Limited (ICRA) of India. It was licenced 

by the Securities Board of Nepal (SEBON) on October 3, 2012. ICRA Nepal is supported by ICRA Limited through a technical 

support services agreement, which envisages ICRA helping ICRA Nepal in areas such as rating process and methodologies, 

analytical software, research, training, and technical and analytical skill augmentation.  

 

Our parent company, ICRA Limited, was set up in 1991 by leading financial/investment institutions, commercial banks 

and financial services companies as an independent and professional investment information and credit rating agency. 

Today, ICRA and its subsidiaries together form the ICRA Group of Companies.  

For more information, visit www.icranepal.com   

 

ICRA Nepal Limited, 

Sunrise Bizz Park, 6th Floor, Dillibazar, Kathmandu, Nepal. 

Phone:+977 1 4419910/20 

Email: info@icranepal.com 

Web: www.icranepal.com 

 

All Rights Reserved.  
Contents may be used freely with due acknowledgement to ICRA Nepal.  

ICRA Nepal ratings should not be treated as recommendation to buy, sell or hold the rated debt instruments. The ICRA Nepal 

ratings are subject to a process of surveillance which may lead to a revision in ratings. Please visit our website 

(www.icranepal.com) or contact ICRA Nepal office for the latest information on ICRA Nepal ratings outstanding. All information 

contained herein has been obtained by ICRA Nepal from sources believed by it to be accurate and reliable. Although reasonable 

care has been taken to ensure that the information herein is true, such information is provided ‘as is’ without any warranty of 

any kind, and ICRA Nepal in particular, makes no representation or warranty, express or implied, as to the accuracy, timeliness 

or completeness of any such information. All information contained herein must be construed solely as statements of opinion 

and ICRA Nepal shall not be liable for any losses incurred by users from any use of this publication or its contents 
 

http://www.icranepal.com/
mailto:kishor@icranepal.com
mailto:sailesh@icranepal.com
mailto:barsha@icranepal.com
http://www.icranepal.com/
http://www.icra.in/
mailto:info@icranepal.com
http://www.icranepal.com/
http://www.icranepal.com/
http://www.icranepal.com/
http://www.icranepal.com/

