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Summary of rated facilities/instruments 

Facility/Instrument Rated Amount  Rating Action 

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

 

Rating action 
ICRA Nepal has assigned the issuer rating of [ICRANP-IR] BB+ (pronounced ICRA NP issuer rating double B plus) to Jyoti 
Bikash Bank Limited (JBBL). The rating is considered to have the moderate risk of default with regard to the timely 
servicing of financial obligations. The issuer rating is only an opinion on the general creditworthiness of the rated entity 
and not specific to a particular debt instrument.  

 

Rationale 
The rating assignment factors in the bank’s adequate track record (operating since 2008) and its experienced 
board/management team. Following a rapid standalone growth, together with the acquisitions of regional level banks in 
the last four years, JBBL has developed a strong market positioning in the development banking industry (~11% market 
share in terms of both credit and deposit). The bank’s diversified branch network (105 as of mid-October 2020) supports 
its ability to grow and develop a granular portfolio base. The rating action also factors in the bank’s high credit portfolio 
granularity (~10% concentration on top-20 borrowers as on mid-October 2020), which cushions the asset quality and the 
capitalisation concerns to some extent.  
 
However, the rating factors in the high credit portfolio growth at a CAGR of ~50% in the last four years ending mid-July 
2020 against the overall banking industry growth rate of ~18%. High growth creates concerns along the future asset 
quality as the portfolio gets seasoned. Moreover, the 0+ days delinquency of the bank has also remained high over the 
years (45% as on mid-October 2020), despite the low non-performing assets (NPA) reported (0.65% as on mid-October 
2020). The rating also takes note of the bank’s relatively high cost of deposit (7.45% for Q1 FY2021, against the industry 
average of 6.91%), which was due to the higher share of term deposit (~58% as on mid-October 2020 compared to ~50% 
for the industry). Also, the deposit remains moderately concentrated with top-20 depositors accounting for ~23% of the 
total deposits as of mid-October 2020. The rating also considers the moderation in the bank’s profitability due to pressure 
on the net interest margins amid the competition as well as the regulatory reduction interest spread ceiling. As a result, 
the bank’s profitability has declined in recent periods with a return on assets (RoA) and a return on net worth (RoNW) of 
1.17% and 11.59%, respectively, in Q1 FY2021 (1.78% and 15.43%, respectively, in FY2019). Further, stiff competition 
from the commercial banks with a wide range of banking services in the same market with lower lending rates remains a 
challenge. The recently developed uncertain political environment in Nepal could also impact the operating environment 
and credit profile of the entities operating in Nepal. Going forward, the bank’s ability to grow its portfolio judiciously in 
the post-Covid-19 scenario, while improving its deposits profile, asset quality and overall financial profile, would remain 
a key rating driver. 
 
 

Key rating drivers 
 

Credit Strengths 
Adequate track record, diversified branch network and experienced management team – JBBL currently has 105 
branches spread across 41 districts of the country, making it one of the largest B class banks with an asset base of NPR 
47,636 million as of mid-October 2020. The bank has a market share of ~11% in terms of both credit and deposit as on 
mid-October 2020. Its adequate track record (operating since 2008) and experienced senior management remain 
positives for the future growth prospects.   
 



 
 

 

Granular credit portfolio – The bank has a granular portfolio base with the top-20 borrowers accounting for ~10% of the 
total portfolio as on mid-October 2020. This reduces the asset quality risks to some extent amid the bank’s moderate 
capitalisation at 12.85% as on mid-October 2020 (against the regulatory minimum of 11%).  

 

Credit Challenges 
High credit growth posing assets quality concern; delinquency also remains high – During FY2016 to FY2020, JBBL 
registered a high credit growth of CAGR ~50% versus the overall bank industry average of ~18%. The growth rate was 
partly supported by the acquisition of three regional level B class banks. Excluding the acquisitions also, the standalone 
growth was high at ~46%, albeit over a small base. Nonetheless, the acquisitions also added to the franchise base and 
geographical expansion (branches increased to 98 as on mid-July 2019 from 24 as on mid-July 2016). Annualised credit 
growth till Q1 FY2021 also remains high at ~47% versus the industry average of ~18%. As a result of the high growth trend, 
a major portion of JBBL’s current credit portfolio remains unseasoned and borrowers untested. This, coupled with the 
Covid-created externalities, remains a concern for the bank’s assets quality. Although the NPA of the bank remains low 
at 0.65% as on mid-October 2020, the 0+ delinquency remains high at ~45%. However, a large chunk of the delinquency, 
remaining within 30 days and the bank’s demonstrated ability of maintaining low NPLs despite the high delinquency, 
provides some comfort. 
  
Relatively modest deposit profile reflected in high cost of deposits – JBBL’s deposits profile remains slightly inferior with 
relatively high cost of deposits (7.45% for Q1 FY2021, as against the industry average of 6.91%). In the current regime of 
the base rate plus lending model, the bank’s ability to offer competitive rates to its borrowers is limited, thereby affecting 
its credit profile. The high cost structure mainly stems from the high proportion of term deposits (~58% as on mid-October 
2020 against ~50% for the industry). The deposit remains moderately concentrated among top-20 depositors at ~23% of 
the total deposits as of mid-October 2020. However, the bank has an adequate cushion in terms of credit to the core 
capital and deposit norms of NRB (~75% as on mid-October 2020 against cap of 85%), which provides comfort in terms 
of higher growth in risk assets and improved lending spreads.  
 
Moderation in profitability profile – JBBL’s profitability declined in the recent period with an RoA of 1.17% for Q1 FY2020 
(1.78% for FY2019) and RoNW of 11.59% (~15% for FY2019). The profitability indicators were impacted by the competition 
induced pressure on net interest margins (NIMs)1, which declined to 3.11% from 4.18% in FY2019. Further, the regulatory 
cap on the interest spread, the rebates and discounts on interest income that were required as per the regulatory 
instructions, also impacted the margins. However, its operating expense ratio also moderated slightly during Q1 FY2021 
to 1.88% (2.17% in FY2019) and hence provided some support to the profitability. The moderation in profitability was 
also in line with the industry trend. Going forward, the bank’s ability to maintain adequate NIMs and manage the asset 
quality would have a strong bearing on its profitability profile. 
 
Analytical approach: For arriving at the rating, ICRA Nepal has applied its rating methodology as indicated below.  

 

Links to applicable criteria:  

Bank Rating Methodology 
Issuer Rating Methodology 
 

Bank Profile 
Jyoti Bikash Bank Limited (JBBL), a national level class-B bank, licenced by the Nepal Rastra Bank (the central bank of 
Nepal), has been in commercial operation since July 24, 2008. The corporate office of the bank is located at Kamaladi, 
Kathmandu. The bank is promoted by a wide range of promoters with maximum shareholding by one promoter at 2.09% 
of total capital (as on mid-July 2020). The share capital of the bank is distributed among promoters and the public in the 
ratio of ~54:46.  
 
JBBL has presence in 41 districts of Nepal through its 105 branches as of mid-October 2020. It has a market share of ~11% 
in the development banking industry and ~1% in the overall banking industry, both in terms of deposit and credit base as 

 
1 Net interest as a percentage of the average total assets 

https://www.icranepal.com/wp-content/uploads/2019/11/BankRatingMethodology08292018.pdf
https://www.icranepal.com/wp-content/uploads/2019/11/IssuerRatingMethodology15042019.pdf


 
 

 

on mid-October 2020. JBBL reported a net profit of ~NPR 488 million during FY2020 (~8% YoY decline) over an asset base 
of NPR 42,361 million as of mid-July 2020. For Q1 FY2021, the bank reported a net profit of NPR 131 million over an asset 
base of NPR 47,635 million as of mid-October 2020. The capitalisation profile (CRAR) of JBBL was at 12.85% and gross 
NPLs was at 0.65% as on mid-October 2020.  
  
 

Key financial indicators 

Year Ended  

Mid-July 2018 
(Audited) 

Mid-July 2019 
(Audited)  

Mid-July 2020 
(Audited) 

Mid-Oct 2020 
(Unaudited) 

Operating ratios        

Yield on average advances 14.09% 14.77% 13.19% 11.98% 

Cost of deposits 7.64% 8.85% 7.93% 7.45% 

Net interest margin/ATA 4.21% 4.33% 3.55% 2.81% 

Non-interest income/ATA 0.86% 0.92% 0.89% 1.11% 

Operating expenses/ATA 2.05% 2.17% 2.25% 1.88% 

Credit provisions/ATA 0.70% 0.58% 0.41% 0.37% 

PAT/ATA 1.62% 1.78% 1.24% 1.17% 

PAT/net worth 10.91% 15.43% 11.48% 11.59% 

Gross NPAs 0.40% 0.54% 0.92% 0.65% 

0+ days delinquencies   46% 43% 45% 

Capitalisation ratios         

Capital adequacy ratio 19.25% 16.27% 13.85% 12.85% 

Tier I capital 18.06% 15.17% 12.59% 11.59% 

Net NPAs/net worth 0.16% 0.23% 0.54% 0.13% 

Liquidity ratios         

Total liquid assets/total liability 29.95% 24.92% 25.51% 25.89% 

Total advances/total deposits 82.34% 99.19% 84.71% 85.13% 
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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, and technical and analytical skill augmentation.  
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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   
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