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Asian Concreto Private Limited: [ICRANP] LB+ /A4 assigned 

July 27, 2020 
 

Summary of rated instruments 

Instrument*  
Rated Amount 

(NPR Million) 
Rating Action 

Long-term loans; fund-based 685.93 [ICRANP] LB+; assigned 

Short-term loans; fund-based  130.00 [ICRANP] A4; assigned 

Short-term loans; non-fund based  20.30 [ICRANP] A4; assigned 

 Total 836.23   
* Instrument details are provided in Annexure-1 

 

Rating action   
ICRA Nepal has assigned the long-term rating of [ICRANP] LB+ (pronounced ICRA NP L B Plus) to the long-term loans of 

Asian Concreto Private Limited (Asian Concreto or the company). ICRA Nepal has also assigned the short-term rating of 

[ICRANP] A4 (pronounced ICRA NP A four) to the company’s short-term loans. 

 

Rationale 
The ratings assignment factors in the company’s experienced and resourceful promoters with stakes held by individuals 

from reputed business houses of Nepal. The promoters have an established presence in manufacturing, trading as well 

as financial service sectors, among others, which remains a positive. By virtue of the company’s association with the 

promoter groups, it has also been enjoying flexible credit terms for raw material purchases from associated companies. 

The ratings also take note of the presence of limited players in the large-scale concrete product-manufacturing segment, 

albeit numerous small-scale players already. The product differentiation compared to smaller players has helped the 

company in maintaining a healthy operating margin of ~21% in FY2020. Moreover, the company faces low threat from 

imported substitutes due to the high transportation costs, given the nature of the products. 

 

Nonetheless, the ratings are constrained by the company’s weak operational and financial profile in the initial years of 

operations. The capacity utilisation has remained low so far at ~20% in 6M FY2020 and hence the low scalability resulted 

in losses, amid the high interest expenses and depreciation. The losses sustained so far have eroded the net worth, hence 

impacting the capitalisation profile with gearing remaining very high at ~8 times as on mid-July 2020. Similarly, the debt 

service indicators are also weak with a DSCR of 0.7 times in FY2020. However, the debt servicing is being aided through 

promoter loans and considering the same in equity, the gearing would be ~3 times as of mid-July 2020. ICRA Nepal 

expects promoter support to continue in case of exigencies. Additionally, the moratorium additions, as per the recent 

Monetary Policy announcement, are also likely to benefit debt service indicators. Going forward, Asian Concreto’s ability 

to attain targeted sales level and hence improve the capitalisation and coverage indicators will remain the key rating 

sensitivity. 

 

 

Key rating drivers  
 

Credit strengths 
Strong and experienced promoters/ management – Asian Concreto is promoted by five individuals from three reputed 

business houses viz. the Rungta Group, Kedia Organisation, and the Siddhartha Group. These groups have long presence 

in agro-based manufacturing/processing units, cement manufacturing along with notable presence in the financial 

services sector (mainly through Siddhartha Bank rated at [ICRANP IR] A-, among others). Mr Manoj Kedia, one of the 

company’s promoters and directors, is the current chairman of Siddhartha Bank. The Groups’ extensive track record and 
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the experienced background of its promoters/management could help Asian Concreto show a modest business 

performance. 

 

Limited players in large scale; product differentiation compared to small players has aided sales momentum – The 

concrete products industry in Nepal is in its initial phase and so far most players have small scale operations. There are 

very few players with the scale comparable to Asian Concreto. Given the latest technology used, product differentiation 

against other smaller players, has aided in sales growth momentum so far. The company was able to report ~10% sales 

growth in FY2020, despite the disturbances caused by elongated Covid-19 induced lockdowns and hence remains a 

positive. Incremental sales growth is likely to depend upon the level of construction/urbanisation and development 

activities, amid the ongoing pandemic. However, the products are not likely to face a threat from imports, given their 

volumetric nature and hence high transportation costs. 

 

Credit challenges 
Weak operational profile, being in initial year of operation – The company started full-fledged production from FY2019 

with a low capacity utilisation of ~16%. This resulted in negative net profit margin (NPM) of ~20%, mainly due to high 

interest expenses and depreciation in the initial year of operation. With the slight increase in the sales turnover in FY2020, 

the quantum of losses declined to ~11% of the operating income. The company’s ability to scale up its operations would 

have a major bearing over its financial profile going forward. 

 

Weak capitalisation and coverage indicators; stretched liquidity – Asian Concreto’s plant was substantially debt funded 

(~80%), which, along with the losses in initial years of operation has impacted the capitalisation profile. Additionally, the 

working capital borrowings also remain much higher (143% of drawing power as of mid-July 2020), leading to an inferior 

capital structure with a gearing of ~8 times as of mid-July 2020. The sales level and cash generation has remained 

inadequate to serve bank loans so far, as reflected in the weak debt service indicators with both the DSCR and the interest 

cover remaining below one times so far (0.7 times and0.72 times respectively in FY2020). This remains a major rating 

concern. However, the promoters’ funding support (in form of interest free loans) has helped facilitate the debt 

repayments, which provides some comfort. Including the promoter loans in equity component, gearing would moderate 

to ~3 times as of mid-July 2020. 

 

Limited awareness about the products – The organised and large-scale concrete products industry in Nepal has a short 

track record so far and hence there is limited awareness about the products among the user. This has created problems 

in attaining the anticipated scalability in the company’s initial years of operation. Additionally, the company also has to 

compete with unorganised small-scale players, given the lack of stringent regulatory quality norms.  

 

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  

 

About the company   
Incorporated in September 2016, Asian Concreto Private Limited (Asian Concreto) is involved in the production and 
selling of concrete products with an annual production capacity of 29.3 million pieces (200 tonnes per day). The 
company’s shares are held by five individuals, who belong to prominent business houses of Nepal viz. the Rungta Group, 
Kedia Organisation and the Siddhartha Group. Its factory is located at Hakui, Nawalparasi. The company currently 
manufactures bricks, blocks, kerbstones, pavers, and slabs. 
 

 

Key financial indicators  
 FY2019 (Audited)  FY2020 (Provisional) 

Operating income (OI; NPR million) 209 231 

OPBITDA/OI (%)   24% 22% 

http://www.icranepal.com/
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 FY2019 (Audited)  FY2020 (Provisional) 

Total debt/Tangible net worth (TNW; times)  6.44                 8.49  

Total outside liabilities/TNW (times) 7.87              10.56  

Total debt/OPBITDA (times)  14.91              15.91  

Interest coverage (times)  0.59                 0.72  

DSCR (times) 0.70                 0.70  

Net working capital/OI (%) -8% -19% 
Source: Company data 

 

Annexure-1: Instrument details  

Instrument  Limit (Amount in NPR Million)  Rating Action  

Fund-based; Long-term loans (A) 685.93 [ICRANP] LB+; assigned 

   

Fund-based facilities; Short term   

Working capital Loan/Overdraft  100.00 [ICRANP] A4; assigned 

Demand loans  30.00 [ICRANP] A4; assigned 

Total fund-based (B) 130.00  

   

Non-fund based facilities; Short term   

Letter of credit  20.00 [ICRANP] A4; assigned 

Bank Guarantee 0.30 [ICRANP] A4; assigned 

Total non-fund based (C) 20.30  

   

 Grand total (A+B+C) 836.23  
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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 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.  
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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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