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Summary of rated instruments 
Facility/Instrument Amount Rating Action (April 2021) 

Issuer Rating NA [ICRANP-IR] A-; reaffirmed  

Subordinated debentures (10% NMB Debenture 2085) NPR 1,684.505 million1 [ICRANP] LA-; reaffirmed 

Subordinated debentures (7% NMB Debenture 2077) NPR 500 million2 [ICRANP] LA-; withdrawn 

 

Rating action 
ICRA Nepal has reaffirmed the rating of [ICRANP-IR] A- (pronounced ICRA NP issuer rating A minus) to NMB Bank 
Limited (NMB), indicating an adequate degree of safety regarding the timely servicing of financial obligations. Such 
issuers carry low credit risk. This 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 long-term debt rating A minus) to 

NMB’s existing subordinated3 debenture programme worth ~NPR 1,684.505 million. Instruments with this rating are 

considered to have an adequate degree of safety regarding the timely servicing of financial obligations. Such 

instruments carry a low credit risk. 

 

ICRA Nepal has withdrawn the rating of [ICRANP] LA- (pronounced ICRA NP L A minus) assigned to NPR 500-

millionsubordinated debentures of NMB. The rating assigned to it has been withdrawn upon the maturity of the bonds. 

The bank, through an electronic mail, has highlighted that ~NPR 0.068 million is pending to be claimed by some 

individual bondholders and the payable amount has been kept in a separate account. The withdrawal of rating has been 

done in accordance with ICRA Nepal’s policy on withdrawal of credit rating. ICRA Nepal does not have any information 

to suggest that the credit risk has changed since the time the rating was last reviewed. 

 

Rationale 
The rating reaffirmation factors in the company’s adequate capital cushion at both capital-to-risk-asset-ratio (CRAR) and 

tier-I level, which is likely to enable the company to withstand near-term credit shocks that could arise from the difficult 

economic conditions created by the ongoing Covid-19 pandemic. The ratings also continue to derive comfort from 

NMB’s good ownership profile, its adequate track record in the industry, established underwriting and risk 

management practices and its experienced management team. Following a series of strategic mergers/acquisitions of 

retail-focussed regional BFIs between FY2016 and FY2020, NMB’s credit portfolio granularity and deposit mix (mainly 

current and savings account-CASA proportion) has improved, which remains a long-term positive. Following a series of 

such mergers/acquisitions between FY2016 and FY2020, the bank has built a strong branch network, adequate market 

share and large customer base across the country to enable a diversified growth.  

 

However, the ratings remain constrained by the stress in NMB’s asset quality developed from two events in FY2020—

the merger with Om Development Bank Limited  (ODBL) and the Covid-19 pandemic. The combined result of these two 

events has led to a spike in gross NPA level to ~2.38% as of mid-January 2021 (from 1.96% in mid-January 2020, when 

 
1 Out of NPR 3,000 million total issue size floated 
2 Matured on August 21, 2020. 
3 Subordinated to deposits for principal repayment in the event of liquidation; subordinated debentures are eligible for inclusion in the 
calculation of tier II capital  



 
 

the last rating action took place). The ad-hoc moratorium granted by the Central Bank4 on pandemic-affected 

borrowers has also led to a spike in 0+ days delinquencies of the bank, which stood at ~20% of the total loan portfolio 

as of mid-January 2021 (against ~7% in mid-January 2020, when the last rating action took place and ~30% in mid-July 

2020). Although the declining trend of delinquencies and NMB’s adequate capitalisation profile (including proposed 

tier-II debenture issuance plans) provide cushion against probable near-term slippages, any sustained increase in fresh 

NPA slippages is likely to result in material erosion in the company’s solvency position. This, therefore, remains a key 

rating sensitivity. The rating also remains constrained by the supressed profitability of NMB in the last 12–18 months 

because of the increased credit cost.  

 

Going forward, NMB’s ability to manage the post-merger integration and consolidation issues, check fresh slippages, 

and maintain adequate capital cushion (including cushion at tier-I level) will remain the key rating sensitivities. Any 

material deterioration in NPLs, overall delinquency level and solvency position could warrant a rating downgrade.  

 

Key rating drivers  

Credit strengths 
Comfortable capitalisation at both CRAR and tier-I level - The capitalisation profile of NMB remains comfortable 

despite a recent decline on account of an increase in risk assets. The bank’s CRAR as of mid-January 2021 stood at ~14% 

with tier-I capital of ~12% (versus ~16% and ~14%, respectively on mid-January 2020), well above the minimum 

regulatory requirement of 11% and 7%, respectively under the Basel III requirement for FY2021. The bank’s 

capitalisation profile also remains supported by a good rate of internal capital generation (profitability), 

notwithstanding a decline in FY2020 profit on account of higher credit costs. NMB’s capitalisation level offers comfort 

against the probable near-term slippages and consequent impact on solvency and therefore, remains a rating positive.  

 
Long track record of adequate scale and diversified geographical presence - NMB started its operations in 1996 as a 

Class C finance company. The bank has been operating as a commercial bank following its upgradation from Class C to 

Class A in May 2008. The long track record of the bank has been factored in as a positive in the rating exercise. The 

bank’s scale of operation and its geographical presence have also increased significantly in the last three to four years, 

aided by the strategic mergers/acquisitions with the regional BFIs. All these contributed to a healthy pace of business 

growth (CAGR 25% growth in credit portfolio between FY2017 and FY2020), while maintaining the granularity of its 

credit portfolio (~20% of total credit portfolio among the top 20 borrower groups as of mid-January 2021 vis-à-vis ~19% 

in mid-January 2020). 

 

Good ownership profile including institutional shareholding and experienced management team - Almost ~14% of 

NMB’s equity stake is held by FMO5 (Netherlands) and ~6% is held by the state-owned Employees’ Provident Fund (EPF, 

Nepal). Both these institutions have one representative each on the board of directors of the bank, which adds to its 

governance profile. NMB’s senior management team and head of departments comprises a stable team of seasoned 

bankers, which coupled with the bank’s established risk management and credit underwriting practices, remains a 

rating positive.  

 

Improving portfolio granularity and concentration - As of mid-January 2021, NMB’s deposit concentration among the 

top 20 depositors stood at ~23% compared to ~30% in mid-January 2020 (when last rated). Similarly, the CASA 

proportion improved to 41% from 36% over the same period. Moreover, NMB’s credit concentration among the top 20 

borrower groups has improved over the last three to four years to ~20% (almost at par with the mid-January 2020 level 

of ~19%). These mergers/acquisitions have also improved the proportion of non-corporate loans for NMB to ~75% as of 

 
4 NRB has classified sectors into low, medium and high impact sectors from Covid-19 and has granted a 6-, 9- and 12-month moratorium 
starting from July 2020.  
5Nederlandse Financierings-Maatschappij voor Ontwikkelingslanden N.V. (FMO) is a bilateral development bank based in the 
Netherlands with the Dutch state holding a 51% stake. 



 
 

mid-January 2021. Improving portfolio granularity along with scale growth provides comfort to the incremental stability 

of NMB’s portfolio.  

 

Credit challenges 
Event-induced stress in asset quality - NMB’s gross has NPA increased to 2.38% as of mid-January 2021 from 1.96% in 

mid-January 20206 (when last rated). The bank’s gross NPA remains elevated since the merger with ODBL in Q1 FY2020 

due to the inclusion of stressed accounts of the latter. The subsequent Covid-19 pandemic from Q3 FY2020 has led to 

further rise in delinquencies. The 0+ days delinquency level of NMB has increased to ~20% as of mid-January 2021 

versus ~6% in mid-January 2020 (when last rated), indicating the possibility of stressed asset quality over the near term. 

NMB’s prior history of managing post-merger asset quality issues and generally strong loan to value coverage of 

development banks offer comfort against the NPA addition from ODBL. Although the impact on asset quality arising 

from the Covid-19 impact on the borrower profile can only be ascertained after the expiry of NRB-granted moratorium 

(latest by mid-July 2021), NMB’s comfortable capitalisation profile and its established underwriting control and risk 

assessment procedures offer comfort to the near-term solvency profile of the bank. 

 

Moderation in profits due to higher credit cost - Although NMB’s good net interest margins (average of ~3.6% in 

FY2019 and FY2020) continue to drive its operating profitability, the increased credit cost in the last 12–18 months has 

led to muted return indicators. The increase in NPA and delinquency level has led to a spike in credit cost for NMB with 

provision expense to total assets ratio rising to 1.1% in FY2020 from 0.14% in FY2019. Although the bank has written 

back a portion of the credit cost in H1 FY2021, its sustainability remains to be seen, considering the ongoing Covid-19 

pandemic and its expected impact on the general asset quality and recovery efforts of NMB. The profitability also 

remains supressed on account of its higher operating expense ratio. The ROA and RONW of the bank dipped in FY2020 

to ~1.2% and ~8.9% from the average of ~1.9% and ~13.5% in FY2018 and FY2019, respectively. Although the returns 

H1 FY2021 have improved, supported by provision writebacks, its sustainability remains to be seen. The near-term 

profitability profile of NMB will depend on its ability to manage the credit cost.  

 

Challenges in consolidation given frequent mergers/acquisition of smaller BFIs - During the last 12–15 months, NMB 

has merged with ODBL in Q1 FY2020 and acquired Kanchan Development Bank (KDBL) in Q1 FY2021-both class B banks. 

While the mergers/acquisitions of these two players with strong presence in their respective geographies has brought 

operational synergy to NMB, the frequent mergers/acquisitions have raised asset quality concerns until the businesses 

get fully consolidated. The spike in NMB’s gross NPA after merger with ODBL has exacerbated the risk.  

 

Links to applicable criteria:  
Bank Rating Methodology 

ICRA Nepal’s Policy on Withdrawal of Credit Rating 

 

Bank profile 
NMB started its operation from  December 26, 1996 as a Class C Finance Company. The bank has been operating as a 

commercial bank following its up-gradation from Class C to Class A in May 2008. It is a joint venture company with 

foreign promoters FMO (Netherlands) holding ~14% and M/s Young Leon Realty, Malaysia, holding ~4% stake. 

 

As on mid-January 2021, promoter public shareholding of NMB stood at ~51:49. The current major promoter group of 

the bank includes FMO Netherlands; EPF, Nepal; Yong Lien Realty SDNBHD; Malaysia and other individual shareholders 

from business houses of Nepal. The bank is headquartered in Babar Mahal, Kathmandu. Mr. Sunil KC is the CEO of the 

bank.  

 
 

6 H2FY2020. 

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


 
 

As on mid-January 2021, NMB has market share of about 4.0% in terms of deposit base and 4.4% of total advances of 

commercial banks (3.6% and 3.9% share, respectively in the banking industry). NMB has presence throughout the 

country through its 196 branches (including nine extension counters) as of mid-January 2021. The bank reported a 

profit after tax of NPR 1,713 million in FY2020 over an asset base of ~NPR 170 billion as of mid-July 2020 against profit 

after tax of NPR 2,257 million as of FY2019 over an asset base of ~NPR 127 billion as of mid-July 2019. Till mid-January 

2021 (Q2 FY2021), NMB has reported a net profit of NPR 1,613 million over an asset base of ~NPR 186 billion. As of mid-

January 2021, NMB’s CRAR7 was 13.68% (tier-I CRAR 11.95%) and gross NPLs8 were 2.38%.  

 

 

Key financial indicators 
KEY FINANCIAL RATIOS 
YEAR ENDED 

Mid-Jul-17 
(Audited) 

Mid-Jul-18 
(Audited) 

Mid-Jul-19 
(Audited) 

Mid-Jul-2020 
(Audited) 

Mid-Jan-20219 
(Provisional) 

OPERATING RATIOS         

Net Interest Margin/Avg. Tot Assets 3.18% 3.03% 3.66% 3.71% 3.22% 

Non-Interest Income/Avg. Tot Assets 1.24% 1.29% 1.26% 0.96% 1.09% 

Operating Expenses/Avg. Total Assets 1.82% 1.87% 2.08% 2.00% 1.98% 

Credit Provisions/Avg. Total Assets 0.03% -0.23% 0.14% 1.10% -0.24% 

PAT/Average Total Assets 1.82% 1.93% 1.95% 1.16% 1.81% 

PAT/Net Worth 16.78% 13.67% 13.32% 8.94% 14.64% 

Gross NPAs 1.70% 0.92% 0.82% 2.68% 2.38% 

CAPITALISATION RATIOS      

Capital Adequacy Ratio 13.61% 15.75% 15.43% 15.08% 13.68% 

Tier I Capital 12.39% 14.78% 13.09% 13.00% 11.95% 

Net NPAs/Net Worth 2.36% 1.57% 2.12% 6.83% 4.33% 

COVERAGE & LIQUIDITY RATIOS      

Total Liquid Assets/Total Liability 26.82% 23.50% 25.19% 26.59% 21.61% 

Total Advances/Total Deposits 83.52% 86.04% 93.19% 89.26% 95.02% 

 
For further details please contact: 
 

Analyst Contacts:  
 

Mr. Sailesh Subedi (Tel No. +977-1-4419910/20) 
sailesh@icranepal.com  
 

 

Relationship Contacts:  

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

barsha@icranepal.com  

 

 
7 Capital to risk- assets ratio 
8 Non-performing loans 
9 Annualized 

mailto:sailesh@icranepal.com
mailto: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 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, Nepal.  

Phone: +977 1 4419910/20  

Email: info@icranepal.com  

Web: www.icranepal.com 
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