
 

www.icranepal.com                                                                                                                                        1 

East Link Motors Private Limited: [ICRANP] A4+ reaffirmed; removed 

from Watch with Negative Implications 

April 12, 2021 
 

Summary of rated instruments 

Instrument* 
Last Rated 

Amount  
(NPR million) 

Current Rated 
Amount (NPR 
million) 

Rating Action 

Short-term loan; Fund based 255 255 [ICRANP] A4+; reaffirmed and removed 
from watch with negative implications  Short-term loan; Non-fund based 620 620 

Total 875 875   
* Instrument details are provided in Annexure-1 

 

Rating action   
ICRA Nepal has reaffirmed a short-term rating of [ICRANP] A4+ (pronounced ICRA NP A four plus) to the short-term loans 

(including non-fund-based limits) of East Link Motors Private Limited (EMPL). The rating has been removed from Watch 

with Negative Implications. 

 

Rationale 
The rating action reflects ICRA Nepal’s expectation that EMPL’s debt coverage indicators are likely to return to the pre-

Covid level, supported by improved demand outlook for domestic passenger vehicles (PV). EMPL has witnessed improved 

demand for its vehicles in the recent months, mainly backed by gradual normalisation of the economy from the pandemic 

as well as reduced interest rates in banking. Despite an increase in debt levels in FY2020, the company’s debt service 

indicators remained adequate with an interest coverage of 1.6 times, primarily backed by steady margins and reduced 

borrowing rates. Though the margins have slightly declined in H1 FY2021, the improved sales trajectory is expected to 

support the company’s debt servicing capacity. The rating also continues to factor in the long experience of the 

promoters in the automobile dealership industry and established brand presence of Toyota vehicles in the Nepalese 

market.  

 

Nonetheless, the rating remains constrained by the company’s leveraged capital structure with a gearing of ~4.5 times 

as of mid-January 2021, reflecting a high total debt/OPBIDTA of 7.2 times. The company’s working capital intensity (net 

working capital to operating income) has also increased sharply post the pandemic (~21% as of mid-July 2020 against 

~8% as of mid-July 2019), albeit some recent corrections. ICRA Nepal also notes the lack of Toyota brand’s presence in 

the entry to the mid-level segment vehicles, which comprise the major market segment in Nepal. Given the high price 

band of Toyota vehicles and hence its niche market presence, the company’s sales are highly dependent on few models 

(~92% of H1 FY2021 sales were from the top three models). Nevertheless, the top selling models have low competitors 

in their respective segments, which provide comfort. Going forward, EMPL’s ability to improve its working capital, 

capitalisation and coverage indicators, reduce its product concentration risk and maintain steady sales growth will remain 

key rating sensitivities. 

 

 

Key rating drivers  
 

Credit strengths 
Long track record of operations and experience of promoters – EMPL is the regional dealer of Toyota vehicles for the 

Bagmati zone under a dealership agreement with United Traders Syndicate. The company has a long operational track 

record since 2007. The promoters have extensive experience over the years, which is likely to reflect in the business 

performance, going forward.  
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Adequate debt service indicators and improving sales outlook – The company’s sales declined ~44% in FY2020, mainly 

accentuated by the impact of the pandemic induced lockdowns. However, the debt service indicators remained adequate 

with an interest coverage of 1.6 times for the year, despite a slight decline from ~2 times in FY2019. This was aided by 

the company’s ability to largely maintain its operating margins at ~3.4%, backed by better sales mix and some cost-

cutting measures. EMPL’s sales are also recovering from the Covid-19 impact as seen in an annualised sales growth of 

~30% in H1 FY2021. This was supported by comfortable liquidity in the banking system and hence reduced borrowing 

rates. Going forward, ICRA Nepal expects the company’s interest coverage indicator to remain above 1.5 times in the 

medium term.  

 

Good brand presence of Toyota vehicles along with adequate outlets in its market segment –Toyota is an established 

and reputed brand in the SUV segment, with its popular offerings like the Prado, Rav-4 and Fortuner, along with Hiace 

and Hilux in other segments. EMPL currently operates through its two showrooms located in Lainchaur and Kupandole, 

which adequately cover the major economic hubs of its allocated market segment. 

 

As Toyota caters to a niche customer segment in Nepal with limited models in offer, EMPL’s sales are driven by a few 

models. Hence, sales concentration remains very high at ~92% among top three models in H1 FY2021 (75% in FY2020). 

However, these top selling models have limited competitors in their segment, which provide comfort.  

 

Credit challenges 
Modest financial profile with leveraged capital structure – EMPL has a leveraged capital structure with a high gearing 

of 4.9 times as of mid-July 2020, which has slightly moderated to ~4.5 times as of mid-January 2021. Though the company 

has plans to infuse further equity in FY2021, the total debt to OPBDITA is largely expected at around ~6-7 times, mainly 

owing to reduced scale of operations compared to the earlier, while the reliance on debt funding has increased. 

 

Working capital intensive operations – Being a working capital-intensive industry, short-term working capital loans 

account for the entire EMPL’s debt. Slowdown in demand towards the end of FY2020 resulted in an inventory build-up. 

This, along with operational disturbances due to lockdown, resulted in increased receivable cycle, resulting in a sharp 

deterioration in working capital intensity to 21% in FY2020 from 8% in FY2019. While the interest cover has remained 

adequate, a sharp increase in debt levels impacted the company’s net profitability. However, with a pick-up of sales in 

H1 FY2021, the inventory days moderated to ~101 and the working capital intensity to ~17%. The continuation of this 

improvement trend would remain critical. 
 

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

Links to applicable criteria:    

Corporate Credit Rating Methodology  
 

About the company   
Established in 2007, East Link Motors Private Limited (EMPL) is the regional dealer of Toyota passenger vehicles for 

Bagmati zone, Nepal under a dealership agreement with the United Traders Syndicate Private Limited (UTS), the 

authorised national distributor of Toyota vehicles in Nepal. EMPL’s registered office is in Lainchaur, Kathmandu and it 

currently operates two self-owned showrooms – one in Lainchaur, Kathmandu and the other in Kupondole, Lalitpur. The 

company is equally owned by three individuals namely Mr. Narayan Prasad Poudel, Mr. Rajendra Bikram Poudel and Dr. 

Dhananjay Regmi, each holding one-third shares. Dr. Dhananjay Regmi is the Managing Director of the company. 
 

Key financial indicators  

  
FY2017 

(Audited) 
FY2018 

(Audited) 
FY2019 

(Audited) 
FY2020 

(Audited) 
H1 FY2021 

(Provisional) 

Operating income (OI; NPR million) 1,600 1,737 1,910 1,078 700 

OPBDITA/OI (%)   2.63% 3.10% 3.31% 3.35% 2.27% 

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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FY2017 

(Audited) 
FY2018 

(Audited) 
FY2019 

(Audited) 
FY2020 

(Audited) 
H1 FY2021 

(Provisional) 

Total debt/Tangible net worth (TNW; times)  5.3 7.7 3.9 4.9 4.5 

Total outside liabilities/TNW (times) 12.5 26.6 24.3 19.2 10.3 

Total debt/OPBDITA (times)  4.4 5.2 2.4 6.0 7.2 

Interest coverage (times)  3.0 2.2 2.0 1.6 2.0 

DSCR (times) 2.8 2.1 1.8 1.5 1.9 

Net working capital/OI (%) 10% 17% 8% 21% 17% 
Source: Company data 
 

Annexure-1: Instrument details  

Instrument (Amounts in NPR Million) 
Last rated 

limits 
Current rated limits  Ratings 

Short-term loan limits 875 875   
[ICRANP] A4+; 
reaffirmed and removed 
from watch with 
negative implications 
  

Non-fund based facilities (Letter of Credit - LC) 620 620 

Fund-based facilities (Demand Loan) 250 250 

Fund-based facilities (Demand Loan- Within LC) (84) (84) 

Fund-based facilities (Overdraft) 5 5 

 

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

Ms. Lumanti Maharjan (Tel No. +977-1-4419910/20) 
lumanti@icranepal.com     

 

Relationship Contacts   
Ms. Barsha Shrestha (Tel No. +977-1-4419910/20) 
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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, 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, Nepal. 

Phone: +977 1 4419910/20 

Email: info@icranepal.com 

Web: www.icranepal.com 
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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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