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Citizen Investment Trust: [ICRANP-IR] A+ assigned 
November 12, 2020 

 

Facility Rated Amount (NPR Million) Rating Action 

Issuer Rating NA [ICRANP-IR] A+; assigned 

 

Rating action   
ICRA Nepal has assigned an issuer rating of [ICRANP-IR] A+ (pronounced ICRA NP issuer rating A plus) to Citizen Investment 

Trust (CIT or the entity).  

 

Rationale 
The assigned rating considers the CIT’s strong ownership profile with ~68% stake held directly or indirectly by the 

Government of Nepal (GoN) while the rest ~12% promoter stake is also held by private sector banks and insurance 

companies. This results in an experienced board profile through representatives of the promoter institutions. CIT’s broad-

based presence in the sector of managing retirement funds, along with its long presence in the Nepalese capital market 

(since 1991) also remain rating positives. The major schemes being managed by CIT have reported a good growth trend in 

recent years, which augurs well for its fee-based income prospects. ICRA Nepal also positively takes note of CIT’s further 

diversification plans by venturing into the pension scheme, market maker subsidiary etc, among others. The rating also 

remains comforted by the entity’s conservative investment policy, whereby it mostly invests in fixed deposits (FDs) and 

debentures, apart from loans to Government sector entities and contributories.  

 

Nonetheless, the assigned rating is constrained by the expected increase in competition as the recent Social Security Fund 

(SSF) goes further into implementation. CIT had already been facing stiff competition from another larger and older 

Government sector retirement fund operator viz. the Employees Provident Fund (EPF, operating since 1962). Additionally, 

SSF’s statute-backed mandatory contribution modality and incremental tax benefits (compared to contributions made to 

existing retirement funds) could curb CIT’s fund collection avenues in the retirement funds, which is the largest in terms of 

its total assets under management (AUM). While CIT’s return indicators remain adequate so far despite the decline in recent 

years, these might witness a further correction over the near term as large investment is being proposed into the market 

maker subsidiary, which is at its nascent stages. CIT’s ability to strengthen its accounting controls in terms of provisioning 

policies and reconciliations would also remain a key monitorable. Going forward, CIT’s ability in continuing the growth in 

AUMs, while diversifying the income avenues and investment book and generating adequate returns for its contributories, 

would remain the key rating sensitivity. 

 

 

Key rating drivers  
 

Credit strengths 
Strong promoter profile, experienced board of directors/management team – Majority stake in CIT is held by the GoN 

through ~23.3% direct stake and ~44.4% indirect stake through other Government-promoted entities. Additionally, other 

promoters are also institutional investors, comprising private sector commercial banks and insurance companies. The 

resultant mix in the board of directors comprises experienced individuals, which, along with its stable/experienced senior 

management team, remain the rating positives. 

 

Long operational track record and good growth trend in major schemes – CIT has been in operation since 1992 and has 

grown at a satisfactory pace, despite the presence of another established retirement fund operator. As of now, it manages 

12 different schemes, four of which are for managing retirement fund contributions and these are the major chunks of its 

AUM at ~92% as of mid-July 2020. The pension scheme among these, was launched from March 2020 and is yet to establish 

its traction among contributories. However, the other three schemes have reported good growth trend at ~15-16% CAGR in 
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the last four fiscals. The growth trend is also supported by the tax deductions which the participants can claim for retirement 

fund contribution.  

 

CIT also manages seven insurance fund schemes for contributories from various Government entities, wherein it mostly acts 

as a fund collector for Rastriya Beema Sansthan, a state-owned insurance company. The entity has also been operating an 

open-ended Citizen Unit Scheme since 1995, which, however, has been reporting a contraction in recent years, owing to 

better rates in bank FDs and debentures. The floating interest rate approach offered by CIT to its contributories keeps it 

secure against the volatility in its investment yields.   

 
Stable business model under asset management company modality – Fee-based income comprises the major chunk of 
CIT’s overall income at ~84% of the total income in FY2020. This emanates as a fixed percentage of the AUM or gross income 
of various schemes and hence offers revenue certainty as long as there is adequate growth in the schemes’ sizes. Since >90% 
of the fee-based incomes are derived from retirement fund scheme, growth herein would remain crucial. CIT’s already large 
base of contributors along with recent/upcoming products provide comfort on this front.  
 
Presence in multiple arenas of capital market with further plans of diversification – Apart from the fund management 
functions, CIT is also present in the Nepalese capital market as a merchant banker. This offers some sort of diversification to 
its revenue profile. Additionally, CIT is investing in a market maker subsidiary viz. Nagarik Stock Dealer Company Limited, 
wherein it would have 51% stake (NPR 2,550 million). The requisite proceeds are being raised through a proposed rights 
issue, apart from the funds retained internally over the years, in the form of bonus shares. Its recently-launched pension 
scheme targeting wide range of participants also could provide impetus to growth and diversification, going forward.  
 
Conservative investment policies – As of now, CIT mostly invests in FDs across commercial banks, which comprised ~61% 
consolidated investment book of ~NPR 148 billion as of mid-July 2020. These can be considered largely safe, given their 
investment grade ratings. This is followed distantly by loans to contributories at ~18%, which are backed by their own 
deposits. Term loans to Government entities have also been rising in recent years at ~13% as of mid-July 2020 (~2% as of 
mid-July 2016). This portfolio is concentrated towards a few borrowers with ~73% of this being towards a financially-weak 
entity. Nonetheless, this exposure is fully backed by the sovereign guarantee, which provides support to the rating. 
Investment in debentures have also increased in recent years, which provide support to the long-term investment yields. 
 
 

Credit challenges 
Competition from other Government sector retirement fund operators could impact AUM growth – The GoN has three 
undertakings in the retirement fund management sector viz, EPF, CIT and SSF, all of which have been established under 
specific statutes. While the EPF, with a much longer track record and stronger reserves, is capable of offering slightly better 
rates to contributories, SSF offers increased tax benefits (up to NPR 500,000 against NPR 300,000 for others) and multiple 
other social security benefits. Till now, SSF is in the nascent stages in implementation with more clarity on its mode of 
operations yet to be seen. As the SSF goes further into implementation, CIT’s AUM growth along retirement funds might be 
impacted. Nonetheless, the newly-launched pension fund scheme offers assured pension to contributories in a manner 
similar to the SSF and hence could provide some support. 
 
Return indicators likely to dilute over the near term – CIT’s return indicators, albeit adequate so far, have shown a declining 
trend in recent years with yearly profit retentions, while the profits have not increased commensurately. Its return on net 
worth stood at ~16% in FY2020 as against ~22% in FY2017, while the return on assets declined to 6.78% from 9.03% over 
the same period. With the proposed sizeable investment in subsidiary and the challenges along AUM growth, these 
indicators are likely to witness some dilution over the near term. The merchant banking income avenues have also been 
diminished by the changed regulations in recent years. Hence, CIT’s ability to register profitable operations under the 
subsidiary and hence diversify its revenue streams, could remain critical.  
 
Strengthening the accounting system controls could prove to be a challenge – As of now, CIT has been using multiple 
software for operation of its various schemes, apart from the central account operations. This, along with the sizeable inter-
fund transactions and large volume of bank transactions have led to large unreconciled items therein. This has also been 
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highlighted by the auditors over the years. Additionally, CIT would need to follow prudent provisioning norms for its lending 
portfolio, to avoid large, unexpected provisioning requirements in any particular year. However, the current reserves of the 
largest scheme (which extends term loans) along with the likely mark-to-market gains on its share investment portfolio, 
could provide requisite support. 
 
Analytical approach: For arriving at the ratings, ICRA Nepal has applied its rating methodologies as indicated below.  

Links to applicable criteria:    

Issuer Rating Methodology 

 

About the entity 

Citizen Investment Trust (CIT) is a statutory institute, established following the promulgation of Citizen Investment Trust Act, 

1991. The Act empowers CIT to operate as a trustee of the public’s voluntary savings through various schemes, in addition 

to the operations as a merchant banker. CIT started its operations from 1992 and it currently operates three different savings 

and retirement fund management schemes (open both to public and private sector employees), one pension fund scheme 

(open to all Nepali nationals) one open-ended unit scheme (open to all institutions and individuals) and seven insurance 

fund schemes (for public sector employees from various categories). CIT operates under an asset management company 

model wherein it charges specified fees to the various schemes, which it has been managing.  

 

Majority stake in CIT is held directly or indirectly by the Government of Nepal, with ~23% direct shareholding and rest ~44% 

through Government entities. The ~12% promoter stake is held by private sector banks and insurance companies, while 20% 

is publicly held. Its shares are listed in the Nepal Stock Exchange and it is one of the largest entities in terms of market 

capitalisation. The registered and corporate office is at New Baneshwor, Kathmandu, along with two branch offices, each in 

Pokhara and Biratnagar. In the technology front, CIT is developing a customised integrated web-based software, as opposed 

to the multiple software being used currently.  

 

Key financial indicators  

 
FY2017   

(Audited) 

FY2018   

(Audited)  

FY2019 

(Audited) 

FY2020 

(Provisional) 

Assets under management (AUM; NPR Million) 102,398 127,021 143,682 151,449 

Yield on average earning AUM 8.44% 10.82% 11.61% 11.32% 

Fee-based income (NPR million) 569 678 793 881 

Other incomes (NPR million) 26 35 44 134 

Operating expenses (NPR million) 196 225 228 292 

Profit after tax (PAT; NPR million) 292 358 462 543 

Fee-based income as a % of average total assets (ATA)  17.57% 16.66% 14.47% 11.01% 

Other incomes as a % of ATA  0.80% 0.87% 0.80% 1.67% 

Operating expenses as a % of ATA  6.04% 5.53% 4.16% 3.64% 

PAT/ATA 9.03% 8.80% 8.43% 6.78% 

PAT/net-worth 22.23% 18.10% 16.67% 15.53% 
Source: Company data 

 

Analyst Contacts  
Mr. Kishor Prasad Bimali (Tel No. +977-1-4419910/20) 
kishor@icranepal.com     
 

Mr. Rajib Maharjan (Tel No. +977-1-4419910/20) 
rajib@icranepal.com    
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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 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. 

 

http://www.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/

