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Kathmandu Marketing and Trading House Private Limited: [ICRANP] A4+  

assigned 

October 12, 2020  
 

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

   Short-term; fund-based limits 405.0 [ICRANP]A4+; assigned 

 Short-term; non-fund-based limits 655.0 

 Total 1,060.0   

* Instrument details are provided in Annexure-1. 

 

Rating action   
ICRA Nepal has assigned the short-term rating of [ICRANP]A4+ (pronounced ICRA NP A four plus) to the NPR 405 million 

fund-based limits and the NPR 655 million non-fund-based limits of Kathmandu Marketing and Trading House Private 

Limited (KMPL). 

 

Rationale 
The assigned rating factors in the long track record of KMPL (operating since 1992) and its experienced promoter group. 

The rating also factors in the positive demand outlook for KMPL, given the growing consumption spending in Nepal and 

good product profile of KMPL - related to strong brands such as Reckitt Benckiser and Colgate Palmolive. The strong 

brand recall of KMPL’s product and strong portfolio of health and hygiene-related products is expected to support the 

growth and profitability prospects in the backdrop of the ongoing Covid-19 pandemic. The rating also derives comfort 

from the established sales channel of KMPL (diversified across over 200 distributors) and factors in the improvement in 

profitability and debt coverage ratios in FY2020, mainly because of the decline in discretionary sales and promotion 

expenses. However, its sustainability remains to be seen. 

 

The rating is, however, constrained by moderate to weak liquidity of KMPL, which stems from the company’s working 

capital intensive nature of business and low cash cushion available to it, given its history of moderate profitability and 

large dividend outflow in past1. This increases the company’s dependence on external bank financing, which is reflected 

in the high gearing level of 2.4 times, with TD/OPBDITA2  of 3.6 times and interest coverage of 1.9 times for FY2020. The 

stretched liquidity position is also evident from the overutilization of working capital by company in FY2019 and FY2020-

end, which leaves no headroom to absorb any liquidity shocks that may arise. Weak liquidity is also evident from the 

modest current ratio of 1.1 times in FY2020. The ratings also remain constrained by the intensely competitive FMCG3 

trading landscape, the low entry barriers, and the absence of long-term dealership agreements between the foreign 

suppliers of these brands and the domestic importers-cum-traders like KMPL.   

 

Key rating drivers  

Credit strengths 

Long track record and experienced promoters – Incorporated in 1992, KMPL is among the established players in the 

import and trading of FMCG products in Nepal. The promoters have been involved in this sector for the last 25 years and 

 
1 Dividend of NPR 40 million  
2 TD – Total debt, OPBDITA – Operating profit before depreciation, interest tax and amortisation  
3 Fast Moving Consumer Goods  
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are highly experienced. The company has been dealing with Reckitt Benckiser India (Reckitt) and Colgate Palmolive India 

(Colgate) for over the last two decades and have developed a good traction with the suppliers and distributors, which 

remains a comfort.  

 

Established brands and diversified product range – KMPL imports and distributes products related to Reckitt & Colgate. 

Products related to these brands accounted for ~95% of its sales in FY2020 (93% in FY2018) with the remaining sales 

coming from other brands like Bikano, Savannah & Tiffany. The company deals in more than 600 variants of over 100 

different products across these brands, leading to a diversified product portfolio. Products related to Reckitt (like Dettol, 

Harpic, Lizol, etc), Colgate (Colgate dental cream, toothbrush, etc), Bikano (Bhujiya, namkeen, etc) are household names 

and enjoy strong brand recognition in Nepal.  

 

Established sales channel - The company has an established supply chain comprising over 200 distributors across the 

country. The sales remain fairly diversified across its customers with the top ten customers accounting for ~35% of its 

sales in FY2020.  

 

Credit challenges 
Moderate financial profile – KMPL has a leveraged capital structure with a debt-equity ratio of 2.4 times in FY2020. 

Reliance upon bank finance remains high vis-à-vis the operating income, as reflected by TD/OPBDITA of 3.6 times in 

FY2020. Furthermore, the total outside liability to total net worth (TOL/TNW) ratio remains relatively high, at 4 times as 

of mid-July 2020. However, this is improved from the gearing of 3.7 times, TOL/TNW of 5.3 times and TD/OPBDITA of 

~7.2 times in FY2019. The interest coverage for the company remains modest at 1.9 times in FY2020, despite 

improvement over 1.2 times in FY2019. 

 

Weak current ratio amid tight liquidity position – KMPL’s current ratio has remained modest at ~1.1 times for the last 

three fiscals ending FY2020, indicating a moderate to weak liquidity position on a sustained basis. This stems from KMPL’s 

history of low-to-moderate profitability, one-off large dividend withdrawals in FY2018 and a relatively longer cash 

conversion cycle, arising from high debtor and inventory days. The company has overutilized its working capital drawing 

power as of FY2019 and FY2020 end, which results in low to no cushion available to absorb probable liquidity shocks. 

This diminishes its ability to meet its obligations, including those towards bank debts during the period of business 

disruption.  

 

Absence of long-term and exclusive import agreement with suppliers – At present, KMPL is the only national importer 

and distributor for Reckitt and Colgate products in Nepal. However, the transaction between KMPL and its major 

suppliers (viz. Reckitt and Colgate) is being conducted under the conditions of a short-term, non-exclusive distributorship 

agreement. Discontinuation of the agreement and/or appointment of an additional importer/distributor by the suppliers 

for the Nepal region could have an impact on the margins and the overall financial indicators of KMPL.   

 

Analytical approach: For arriving at the ratings, ICRA Nepal has applied its rating methodology as indicated below.  

Links to applicable criteria:    

Corporate Credit Rating Methodology  

 

http://www.icranepal.com/
https://www.icranepal.com/wp-content/uploads/2019/11/CorporateCreditRatingMethodology08292018.pdf
https://www.icra.in/Rating/ShowMethodologyReport/?id=464&Title=Corporate%20Credit%20Rating%20Methodology&Report=Corporate%20Credit%20Rating,%20Methodology,%20Mar%202017.pdf
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About the company 

Kathmandu Marketing and Trading House Private Limited (KMPL) is the national importer and distributor of fast-moving-

consumer (FMCG) goods. The company deals in processed foods, toiletries, cosmetics, over-the-counter (OTC)-

medications related to foreign brands, mainly Colgate-Palmolive, Reckitt Benckiser, Bikano, Tiffany and Savannah, 

among others. The company was established as a proprietorship firm in 1992 and was converted into a private company 

in 2004.  

 

The entire equity stake in KMPL is held by three individuals viz. Mr. Ballabh Raj Sigdel (36%) and his brothers - Mr. Bijay 

Raj Sigdel (15%) and Mr. Sameer Bikram Thapa (49%). Mr. Ballabh Raj Sigdel is the Executive Chairman and oversees the 

day-to-day operations of the company.  

  

Key financial indicators: 

Amount in NPR million 
Audited Provisional 

FY2017 FY2018 FY2019 FY2020 

Operating Income-OI  1,984.6 2,227.3 2,512.9 2,641.5 

OPBDITA4/OI (%) 2.1% 1.8% 2.7% 4.2% 

Total debt/Tangible net worth-TNW (times) 1.9 3.2 3.7 2.4 

Total Outside Liabilities/ TNW (times) 3.0 5.5 5.3 4.0 

Total Debt/OPBDITA (times) 6.7 9.1 7.2 3.6 

Interest Coverage (times) 2.6 1.3 1.2 1.9 

NWC5/OI (%) 16% 18% 21% 18% 

Current Ratio 1.2 1.1 1.2 1.1 

 Source: Company data  

 

Annexure-1: Instrument Details  
Instrument  Limit (NPR in Million) Ratings  

Short-term; fund based (Overdraft) 20.0 [ICRANP] A4+; assigned 
 
 

Short-term; fund based (Trust Receipts/Import Loan/Ad hoc loan) 385.0 

Short-term; non-fund based (Letter of Credit) 655.0 

Grand total  1,060.0  

 

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    
  

Mr. Akendra Joshi, (Tel No. +977-1-4419910/20) 
akendra@icranepal.com    

 

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

 
4 Operating profit before depreciation, interest, tax and amortization 
5 Net working capital intensity 
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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 licensed 

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, 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 
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