
 
 

Sanima Bank Limited: Ratings reaffirmed; placed on Watch with Negative  

Implications 
       

30 November 2020 

Summary of rated instruments  
INSTRUMENT/FACILITY RATED AMOUNT RATING ACTION 

Issuer Rating NA [ICRANP-IR] A @; reaffirmed; placed on watch with negative implications 

Subordinated Debenture Program NPR 1,3551 million [ICRANP] LA @; reaffirmed and placed on watch with negative implications 

Subordinated Debenture Program NPR 3702 million [ICRANP] LA @; reaffirmed and placed on watch with negative implications 

Subordinated Debenture Program NPR 4,0003 million [ICRANP] LA @; reaffirmed and placed on watch with negative implications 
@ denotes ratings placed on watch with negative implications 

 

Rating Action 
ICRA Nepal has reaffirmed the issuer rating of [ICRANP-IR] A@ (pronounced ICRA NP issuer rating A) to Sanima Bank 

Limited (Sanima), indicating adequate degree of safety regarding timely servicing of financial obligations. Such issuers 

carry low credit risk. The rating is only an opinion on the general creditworthiness of the rated entity and is not specific 

to any debt instrument.  

 

ICRA Nepal has also reaffirmed the rating of [ICRANP] LA@ (pronounced ICRA NP L A) assigned to the bank’s 

subordinated4 debentures. Instruments with this rating are considered to have an adequate degree of safety regarding 

timely servicing of financial obligations. Such instruments carry low credit risk.  

 

The ratings have been placed on ‘watch with negative implications’ in the light of the notable build-up of 0+ days’ 

delinquencies triggered by the Covid-19 pandemic and relatively moderate capitalisation profile of Sanima, which raises 

concerns on the bank’s ability to withstand probable credit shocks that could arise over the near term. 

 

Rationale 
The rating watch with negative implications (RWN) factors in the significant build-up in delinquencies in the recent 
quarters (~35% loans 0+ days delinquent as of mid-October 2020 vs. 22% as of mid-July 2020). The build-up is 
predominantly attributed to the blanket relaxation by the central bank to all Covid-affected borrowers through ad-hoc 
moratorium on interest/ principal repayment. Nonetheless, it raises concerns on the bank’s ability to regularise the 
accounts once the moratorium expires5. Moreover, the bank’s current capitalisation level (CRAR of ~12.5% with tier I of 
~10% vs. regulatory minimum of 11% and 8.5% respectively) offers limited cushion to withstand large slippages. This 
raises a concern over the bank’s incremental assets quality and solvency levels.  
 
Rating concerns also emanate from the bank’s moderately seasoned credit books, given the bank’s history of high credit 
growth vis-à-vis commercial banking industry average (albeit on a low base). The bank’s credit growth continues to be 
high even during the current difficult economic environment, which could lead to further asset quality concerns. These 
concerns are further exacerbated by Sanima’s relatively higher credit portfolio concentration among the top accounts 
and its recent growth in credit portfolio along large-ticket project financing segment. The deterioration in the profitability 
indicators in the last 12-15 months on the heels of elevated credit cost also remains a concern as it limits the bank’s ability 
to generate internal capital to strengthen its capitalisation profile. The ability of the bank to raise and capitalise the 
proposed tier II debentures will also have a bearing on the bank’s future capitalisation levels and will remain a key 
monitorable.  
 

 
1 10% Sanima Debenture 2085 
2 7% Sanima Debentures 2079 
3 Proposed 8.5% Sanima Debentures  
4 Subordinated to depositor’s payment in the event of liquidation 
5 Moratorium expires on mid-January 2021, mid-April 2021 and mid-July 2021 respectively for borrowers with low-impact, medium-
impact and high-impact due to Covid-19 pandemic 



 
 

The rating continues to derive comfort from the bank’s adequate track record in the industry (operating since 20046), 
adequate branch network (~106 branches as of mid-October 2020) and its experienced senior management team that 
supports the bank’s growth and diversification prospect. Rating is also comforted by the bank’s robust risk management 
practice, which is largely reflected in its history of strong asset quality and low-delinquency level, notwithstanding the 
recent deterioration because of the Covid-19 impact. Sanima’s funding profile is improving with gradual reduction in 
deposit concentration, good proportion of current and savings account (CASA) deposits (at par with the commercial bank 
average) and gradual moderation in the cost of fund in line with the industry trend.  
 
Going forward, ICRA Nepal will continue to monitor the bank’s delinquency and asset quality levels vis-à-vis its 

capitalisation profile. The ability of the bank to manage delinquencies, prevent large slippages and build a capital cushion 

to withstand future shocks will remain a key rating sensitivity. Sustained deterioration of capitalisation at both tier I and 

CRAR level and/or continued stress on the asset quality could warrant a rating downgrade.  

 

Key rating drivers  

Credit strengths 
Satisfactory track record; adequate branch network; stable and experienced management team – Operating since 2004 
(since 2012 as commercial bank), Sanima has an adequate track record of operations in the Nepalese banking arena. 
Despite its short track record as class A bank, Sanima has grown at a good pace with good asset quality and profitability 
to become a medium-sized bank in the industry over a short time span. The bank also has adequate presence across the 
country through its 106 branches (including 16 extension counters) as of mid-October 2020, supporting the bank’s 
portfolio growth along the retail and the SME segments. Sanima’s board of directors and the management team are 
seasoned professionals in the Nepalese banking sector with extensive experience and good industry knowledge. 

 
Good funding profile and comfortable liquidity- Sanima’s funding profile is better than similar aged commercial banks 
and comparable to the industry average, given its steady focus on CASA deposits. During the last 15 months since the last 
rating (between mid-July 2019 and mid-October 2020), Sanima’s deposit portfolio grew by 18% with 14% along CASA 
deposits. As of mid-October 2020, Sanima has a CASA deposit proportion of 40%, at par with the industry average, despite 
its much shorter track record as a commercial bank. Furthermore, the deposit portfolio granularity has also improved 
since the last rating, whereby the concentration among the top-20 depositors declined to 17% in mid-October 2020 from 
20% in mid-July 2019. Sanima has also reported a decline in the cost of deposits in recent quarters, wherein the average 
cost of deposits in Q1FY2021 was ~5.95%, comparable to the industry average of ~5.75% which remains a positive for its 
competitive positioning in the current “base rate plus” lending model practiced in the industry. The liquidity position of 
the bank also remains comfortable, given the sizeable CASA deposit proportion and comfortable liquidity in the banking 
industry on the heels of reduced credit demand and healthy deposit growth (partly aided by no major disruption in the 
flow of inward remittances due to Covid-19).  
 
Good profitability profile notwithstanding recent moderation –The bank’s gross NPA has remained below 0.5% in each 
of the last five years ending FY2020, notwithstanding the recent rise in credit cost due to delinquency buildup. Although 
the profitability has remained subdued because of recent slowdown in credit growth, rise in credit cost and decline in 
non-interest income, it continues to be supported by adequate Net interest margins (NIMs) of 3-3.5% and a gradual 
reduction in operating expense ratio. Sanima reported return on assets (RoA) and return on net worth (RoNW) of ~1.2-
1.5% and ~12-14% in FY2020 and Q1FY2021 vs. 2.25% and ~20% in FY2019. The moderation largely resulted from elevated 
credit provisioning of 0.68% of ATA in FY2020 and 0.63% of ATA in Q1FY2021 vs. 0.22% in FY2019. Future profitability 
profile will depend on the incremental asset quality of the bank.  
 

Credit challenges 
Probable deterioration in asset quality amid Covid-19 impact – Notwithstanding the recent buildup in delinquencies and 
elevated credit cost affecting profitability, Sanima continues to report low NPA levels with correspondingly strong 
solvency indicators. Sanima’s reported NPA level remained low, with gross NPA of 0.39% as of mid-October 2020 and 
0.45% as of mid-July 2020, although higher as compared to 0.08% as of mid-July 2020. Due to the low NPA numbers, the 
bank continues to maintain a strong solvency profile with net NPA to net worth ratio of 0.86%. However, major concern 
to the asset quality comes from significant 0+ days delinquencies level (~35% on mid-October 2020 and ~22% as of mid-

 
6 as class B bank before its upgradation into class A commercial bank in 2012 



 
 

July 2020). Although this is predominantly attributed to the blanket relaxation by the central bank through ad-hoc 
moratorium on debt repayment to affected borrowers, this could also indicate the diminished repayment capacity of the 
borrowers and therefore remains a concern to the incremental asset quality. In addition to the asset quality impact on 
the general borrower profile, concerns also arise due to sizeable addition of unseasoned credit portfolio in the books of 
Sanima in the last two to three years. The ability of the bank to regularise the delinquent account and prevent further 
slippages will be essential to the bank’s incremental financial profile.  
 
Moderate capital cushion given amid high delinquency level – Sanima reported a CRAR of ~12.54% and Tier I of ~9.9% 
as of mid-October 2020 (against ~13% and ~10.4% as of mid-July 2020). Although this remains adequate vis-à-vis the 
regulatory minimum of ~11% and 8.5% respectively, it could prove inadequate to cushion the credit shocks arising from 
large slippages, considering the current high delinquency levels and the difficult operating environment. Although the 
proposed tier II debenture is expected to support the overall capitalisation profile, the tier I capital is likely to remain 
vulnerable, which raises concerns over the bank’s ability to withstand the probable credit shocks without breaching the 
regulatory capital guidelines.  
 
 

Company profile 
Sanima Bank Limited (Sanima) started operations in 2004 as a national level development bank (Class B) and was 
upgraded into a commercial bank (Class A) in February 2012. The bank is owned by a group of Non-Resident Nepalese 
(NRN) businessmen. Major shareholders of Sanima as of mid-July 2020 are Mr. Arun Kumar Ojha (~7.9%), Mr. Tek Raj 
Niraula (~7.1%), Mr. Niraj Govinda Shrestha (~6.2%), Mr. Jibanath Lamichhance (~5.5%) and Mr. Binaya Kumar Shrestha 
(~4.7%), among others.  The bank’s head office is located at Naxal, Kathmandu. Mr. Bhuvan Kumar Dahal is the current 
Chief Executive Officer of the bank. The bank’s equity share is listed in the Nepal stock exchange, with market 
capitalisation of about ~NPR 30 billion as of mid-October 2020.  
 
As of mid-October 2020, Sanima had a pan-Nepal presence through its 106 branches (incl. Head Office and regional offices 
and 16 extension counters). The bank has a market share of about 2.73% in terms of deposit base and 2.87% of total 
advances of Nepalese Banking Industry as on mid-July 2020 (3.07% and 3.22% share among the commercial banks). 
Sanima reported a profit after tax (PAT) of NPR 1,776 million in FY2020 over an asset base of ~NPR 126 billion as of mid-
July 2020 vis-à-vis PAT of NPR 2,258 million over an asset base of ~NPR 109 billion as of mid-July 2019. In  Q1FY2021, the 
bank reported a PAT of NPR 379 million. As of mid-October 2020, Sanima’s CRAR7 was 12.54% (tier I CRAR 9.96%) and 
gross NPLs8 were 0.39%. 

 

Key financial indicators 
KEY FINANCIAL RATIOS 
YEAR ENDED 

Jul-18 
(Audited) 

Jul-19 
(Audited) 

Jul-20 
(Audited) 

Oct-20 
(Provisional) 

OPERATING RATIOS        

Net Interest Margin/Avg. Total Assets 3.73% 4.19% 3.56% 3.03% 

Non-interest Income/Avg. Total Assets 1.23% 1.14% 0.94% 0.81% 

Operating Expenses/Avg. Total Assets 1.67% 1.91% 1.67% 1.53% 

Credit Provisions / Avg. Total Assets 0.30% 0.22% 0.68% 0.63% 

PAT / Avg. Total Assets 2.10% 2.25% 1.51% 1.18% 

PAT / Net Worth 17.10% 19.83% 14.32% 11.65% 

Gross NPAs 0.03% 0.08% 0.45% 0.39% 

CAPITALISATION RATIOS     

Capital Adequacy Ratio 12.41% 13.19% 13.00% 12.54% 

Tier I Capital 11.14% 10.63% 10.37% 9.96% 

Net NPAs/Net Worth 0.09% 0.30% 1.37% 0.86% 

COVERAGE & LIQUIDITY RATIOS     

Total Liquid Assets/Total Liability 22.52% 20.48% 22.84% 22.09% 

Total Advances/Total Deposits 87.45% 90.42% 87.36% 86.82% 

 
7 Capital to risk-weighted-assets adjusted ratio 
8 Non-performing loans 
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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 the 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-33, 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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