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M.A.W. Enterprises Private Limited: Rating reaffirmed and removed 

from Watch with Negative Implications 

May 17, 2021 
 

Summary of rated instruments 

Instrument*  
Last Rated Limits 

(NPR million) 

Current Rated 

Limits (NPR million) 
Rating Action 

   Short-term loans; Fund based  3,040 2,250 [ICRANP] A3+; reaffirmed and 

removed from Watch with 

Negative Implications  
   Short-term loans; Non-fund based  160 1,960 

 Total 3,200 4,210 
* Instrument details are provided in Annexure-1 

 

Rating action   
ICRA Nepal has reaffirmed the short-term rating of [ICRANP] A3+ (pronounced ICRA NP A three plus) for the enhanced 

short-term loan limits of M.A.W. Enterprises Private Limited (MAW). The rating has also been removed from Watch with 

Negative Implications.  

 

Rationale 
The removal of Rating Watch with Negative Implications mainly factors in the stable credit profile of MAW despite the 

impact of the Covid-19 induced lockdown on sales in H2 FY2020. The recent increase in demand was partly owing to the 

pent-up demand during the initial lockdown, however, the incremental outlook is also expected to remain good, 

especially considering the need to maintain social distancing and hence the consumers’ preference for own vehicles 

rather than using public transport. In the backdrop of improved sales momentum along with similar expectations over 

the near term, the company’s financial profile is expected to remain comfortable vis-à-vis ICRA Nepal’s earlier estimates. 

 

The rating action further factors in the company’s ability to increase its market share through a healthy sales growth of 

~96% (annualised) in H1 FY2021 despite slow economic activities amid the pandemic. The rating also derives comfort 

from the company’s improved operating margins (7.3% in H1 FY2021 against 6.1% in FY2019) and satisfactory 

capitalisation, as reflected in a moderate leverage of 1.6 times as of mid-January 2021. With the scalability in operations, 

debt coverage metrics have also improved with total debt to OPBDITA of 2.2 times and interest coverage of 6.1 times in 

H1 FY2021 (2.9 and 2.7 times, respectively in FY2019). Additionally, good demand outlook for the Yamaha 2W brand 

along with the company’s diverse retail presence through own and dealers’ showrooms (97 in total, as of mid-April 2021) 

and its experienced management team are also rating positives. ICRA Nepal also continues to take comfort from the 

company’s long track record of operations (since 1975) and the established presence of the M.A.W. Group across 

diversified businesses, mainly in automobile trading.  

 

Nonetheless, the rating is constrained by the intense competition, mainly from the industry leaders in the 2W segment 

viz. Bajaj and Honda in the motorcycle and scooter segments, respectively. MAW’s product concentration risk is also high 

with ~50% of its 2W sales in H1 FY2021 coming from the FZ series and ~84% of the passenger vehicle (PV) sales during 

the same period coming from Skoda Rapid. Further, the company’s working capital intensity (net working capital to 

operating income) continues to remain high at ~22% as of mid-January 2021 despite an improvement from the 

exceptional levels of ~34% as of mid-July 2020. This was mainly due to high debtor and inventory days (~50 and ~41, 

respectively), in line with the nature of auto dealerships. Going forward, MAW’s ability to sustain the improvement in 

margins and scale of operations while improving its revenue diversification along with judicious working capital 

management, will remain key rating sensitivities.  
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Key rating drivers  
 

Credit strengths 
Healthy sales growth amid improved demand outlook for 2Ws – MAW predominantly deals in Yamaha brand 2Ws (~88% 
share in revenues in the recent period), followed by HPCL lubricants (~5% share in revenues), spares (4% share in 
revenues) and Skoda PVs (~3% share in H1 FY2021 revenues). MAW witnessed a ~16% revenue decline in FY2020 due to 
the pandemic. However, the company was able to report healthy sales of NPR 8,662 million in H1 FY2021, reflecting an 
annualised growth of ~96%. This was mainly owing to the pent-up demand due to initial lockdowns as well as creation 
of new demand amid the need to maintain social distancing. The customers are preferring to travel in their own vehicles 
rather than using public transport. Further, increased liquidity in the market post the pandemic resulted in low borrowing 
costs and accordingly increased consumer expenditure, especially in the PV segment. The recent revenue growth was 
also supported by introduction of new models of scooter in the 125-CC segment and updated model of Skoda Rapid, 
apart from the added dealership of HP lubricants from FY2020. Going forward, the revenue trajectory is expected to be 
driven by the 2W segment, which is likely to witness adequate demand.   
 

Long track record and improving market presence – MAW has been the sole authorised dealer of Yamaha 2Ws in Nepal 
since 1975 and Skoda PVs since 2007. With its long track record, MAW has a diverse retail presence across the country 
through its own showrooms (three) and regional dealership outlets (94), which drove the revenue growth. The market 
share of the company in the 2W-segment has gradually improved over the years (~20% in H1 FY2021 against ~15% in 
FY20181). After the launch of Skoda Rapid, the company’s PV-segment’s performance has also improved significantly (in 
the sedan segment, to which this model caters).  
 

Improved financial profile – MAW’s operating margin sharply improved to 7.3% in H1 FY2021 from 6.1% in FY2019, aided 

mainly by the economies of scale in revenues along with control over marketing and other costs, amid the pandemic. 

Accordingly, the debt coverage ratios have also improved with TD/OPBDITA of 2.2 times and interest coverage of 6.1 

times in H1 FY2021 (2.9 times and 2.7 times, respectively in FY2019). Reduced cost of borrowings, amid excess liquidity 

in banking, has also resulted in an improvement in interest coverage. However, the gearing has slightly increased to 1.6 

times as of mid-January 2021 against 1.4 times as of mid-July 2019, but remains comfortable. The increase in gearing was 

due to increased working capital loans along with sales growth, along with the high dividend payout of 63% in FY2020. 

ICRA Nepal expects the gearing to slightly moderate over the medium term while the interest coverage is expected to be 

at ~5 times. Any significant dividend withdrawal would impact these indicators and hence remains a rating monitorable. 

 

Financial flexibility as a part of the M.A.W. Group – MAW is the flagship company of the reputed M.A.W. Group, which 

has an established presence (~54 years) across diversified businesses, mainly automobile trading. Apart from the brands 

dealt under the company, the Group holds dealership of JCB construction equipment (CE), Fiat and Jeep PVs, and MAN 

trucks, among others. The promoters have developed extensive business linkages with major banks over the years along 

with good relationships. Additionally, the company has a slight unutilised drawing power at ~10% as of mid-January 2021 

along with sizeable cash balance of NPR 342 million, which add to the financial flexibility. 

 

Credit challenges 
Intense competition and high dependence on a few models – MAW faces stiff competition from the dealerships of larger 

players in the 2W-segment like Bajaj in the motorcycle segment and Honda in the scooter segment, along with other 

growing brands like TVS. In the PV segment, it faces competition from the dealers of established brands like Hyundai, 

Suzuki, Nissan, Toyota and Ford, which have a wider range of models. MAW’s product concentration risk remains high in 

both these segments with the FZ series accounting for ~50% of 2W sales in H1 FY2021 and Skoda Rapid alone accounting 

for ~84% of PV sales during the period. Dependency on a few models is likely to remain high over the medium term. 

Upcoming launches in the PV segment (Kushaq) could provide some comfort.  

 

Working capital intensive operations – The automobile dealership industry is working capital intensive in nature and 

accordingly, the short-term working capital loans account for the whole of MAW’s debt. MAW maintains around 40-50 

days of inventory and its debtor days remained at ~50 as of mid-January 2021, resulting in high working capital intensity 

 
1 As provided by management; recent industry registration data not published by Department of Transport Management. 
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of ~22%. Nevertheless, this has slightly improved compared to ~24% as of mid-July 2019. High working capital intensity 

along with the volatility in interest rates could have a bearing on the company’s net profitability. 

 

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 1965 as a private firm and converted into a private limited company in 2011, M.A.W. Enterprises Private 

Limited (MAW) is the authorised dealer of Yamaha 2Ws and Skoda PVs in Nepal (since 1975 and 2007, respectively). Its 

registered office is in Biratnagar, Morang with three self-owned showrooms (one for 2Ws and two for PVs) in Kathmandu 

and 94 regional dealerships (91 outlets for 2Ws and 3 for PVs) across the country. The company is a part of the M.A.W. 

Group, which has operations across various trading and financial services sectors in Nepal. As of now, the company’s 

shares are held by three members of the Agarwal family. Mr. Vishnu Kumar Agarwal is the Managing Director of MAW 

as well as most other Group companies. 

 

Key financial indicators  

 
FY2018   

(Audited) 

FY2019  

(Audited) 

FY2020   

(Audited)  

H1FY2021 

(Provisional) 

Operating income (OI; NPR million) 8,451 10,477 8,825 8,664 

OPBDITA/OI (%) 5.9% 6.2% 5.7% 7.3% 

Total debt/Tangible net worth (TNW; times) 1.17 1.39 1.55 1.57 

Total outside liabilities/TNW (times) 1.34 1.57 1.76 1.80 

Total debt/OPBDITA (times) 2.58 2.85 4.31 2.24 

Interest coverage (times) 2.67 2.73 1.78 6.12 

DSCR (times) 2.49 2.55 2.12 5.08 

Net working capital/OI (%) 22% 25% 34% 22% 

Current ratio (times) 1.46 1.41 1.38 1.40 

Source: Company data 

 

Annexure-1: Instrument details  

Instrument  
Last Rated Limits 

(NPR million) 

Current Rated Limits 

(NPR million) 
Rating Action  

Non-fund based facilities; Short term   

[ICRANP] A3+; 

reaffirmed and 

removed from Watch 

with Negative 

Implications 

 

Letter of credit - LC  140 1,940 

LC (within funded limits) (2,460) (450) 

Bank guarantee – BG 20 20 

BG (within funded limits) (10) (60) 

Total non-fund based (A) 160 1,960 

Fund-based facilities; Short term   

Trust receipt loans/ Short-term loans/ Overdraft 3,040 2,250 

Fund based limits (within other limits) - (2,070) 

Total fund-based (B) 3,040 2,250 

   

 Grand total (A+B) 3,200 4,210 

 

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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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 

 

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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