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Platinum Marketing Private Limited: Rating upgraded to [ICRANP] A4+ 

June 14, 2021 
 

Summary of rated instruments 

Instrument* (Amount in NPR Million) 
Last rated 

limits 

Current 

rated limits 
Rating Action 

Short-term loans; fund based, and non-

fund based 

565 1,000 [ICRANP] A4+; Upgraded from 

[ICRANP] A4  

 Total 565 1,000   
* Instrument details are provided in Annexure-1 

 

Rating action   
ICRA Nepal has upgraded the short-term rating of Platinum Marketing Private Limited (PMPL) to [ICRANP] A4+ 

(pronounced ICRA NP A four plus) from [ICRANP] A4 (pronounced ICRA NP A four) for its enhanced short-term loans. 

 

Rationale 
The rating upgrade mainly factors in PMPL’s improved operational and financial risk profiles. PMPL’s capital structure 

improved with the injection of share capital and gearing (TD/TNW) improved to 0.9 times as of mid-April 2021 from 7.1 

times as of mid-July 2019. Likewise, a change in the legal status of the company from a proprietorship firm to a private 

limited company with lower applicable income tax rate of 25% (approximately 36% for proprietorship business) also 

remains a positive. The rating upgrade also factors in the addition of steel products to its trading portfolio, thereby 

offering diversification to the revenue stream (steel items contributed ~40% of the company’s revenue for 9M FY2021). 

Improved operating margins in the recent period (6.3% in 9M FY2021), good growth in revenue, lower leverage and 

expected improvement in debt coverage indicators (interest coverage ratio of 3.4 times for 9M FY2021) have been 

factored in for the rating upgrade. Additionally, an adequate track record of approximately nine years in the coal trading 

business, the experience and linkages of the promoters developed over the years in the end-user industries also continue 

to remain rating positives.  

 

Nonetheless, the ratings are constrained by the cyclical trends in the cement and steel industries, as well as the volatility 

in international coal and steel prices and exchange rate fluctuations, which has a bearing on the company’s profitability. 

Furthermore, the rating is also constrained by seasonality in sales (four months peak season sales of ~60% in FY2020) 

and largely unsecured debtors, which exposes the company to the liquidity and receivable risk. ICRA Nepal also notes 

that the company’s profitability is exposed to demand vulnerabilities due to cyclical trends in the cement and steel 

industries, as well as the volatility in international coal and steel prices and exchange rate fluctuations. Furthermore, the 

low entry barriers in the trading sector also makes the competitive landscape unpredictable. Entry of new players in the 

import/trading business and/or the prospect of the large customer directly resorting to import of coal, instead of 

purchasing it from PMPL, could materially impact the growth and profitability prospect of PMPL. Going forward, PMPL’s 

ability to improve its working capital intensity while maintaining comfortable capitalisation and coverage indicators will 

remain a key rating sensitivity. Since the rating upgrade factors in the sharp improvement in the gearing levels and 

coverage indicators; its sustainability will also remain a key rating sensitivity. Any deterioration in gearing, resulting from 

business losses and/or dividend withdrawal, could result in a rating revision. 

 

Key rating drivers  
 

Credit strengths 
Adequate track record, experienced promoters, and established sales channel - The company is in operation for more 

than nine years and has established itself as one of the key players of the sector. PMPL’s established relationship with 

the suppliers and customers comforts the supply and demand aspect of PMPL’s business, thus stabilising the revenue 

profile to some extent. The company’s promoter, Mr. Rajnish Karnani, has a rich experience in the coal trading business 
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and has stakes in other family-owned businesses in the related sectors. The promoter is extensively engaged in the day-

to-day affairs of the company, which remains a comfort in driving the business of the company in the days ahead.  

 

Change in its legal status; reduced income tax rate – The present day PMPL was registered in Jan 19, 2020, taking over 

the existing business of erstwhile Platinum Marketing (a sole proprietorship firm). The promoter of the company now 

includes Mr. Rajnish Karnani (proprietor of erstwhile firm) and his wife Ms. Nirmala Karnani with shareholding ratio of 

80:20. The share capital of the company has increased to NPR 200 million from ~NPR 17 million as of mid-July 2019. With 

the conversion into private limited company, the company is now subjected to a tax rate of 25%, which was 

approximately 36% (up to 36% based on the various slabs) for the proprietorship firm. 

 

Improved capitalisation and coverage indicators - The promoter injected a share capital of NPR 140 million during 9M 

FY2021 and ~NPR 43 million in FY2020, leading to lower debt levels. PMPL’s gearing has improved to 0.89 times as of 

mid-April 2021 from around seven times as of mid-July 2019. This, along with the improved operating margins in 9M 

FY2021 and declining cost of borrowing, resulted in an improved coverage ratio for the company. The interest coverage 

improved to 3.4 times for 9M FY2021 from 1.5 times in FY2020 (1.4 times in FY2019). However, sustainability of low 

gearing and improved coverage ratios will depend on the company’s dividend policy and the interest rates on bank 

borrowings, which will remain key rating monitorable. 

 

Introduction of steel items offers diversification to product profile – The company started trading in steel items from 

FY2021, thereby offering some diversification in PMPL’s revenue profile, which was highly dependent on the sales of coal 

till FY2020. For 9M FY2021, steel items accounted for ~40% of total sales, thereby reducing the proportion of sales for 

coal from ~90% in FY2020 to ~57% in 9M FY2021.   

 

 

Credit challenges 
Profitability vulnerable to foreign exchange rate fluctuations and international coal/steel price dynamics – Given the 

uneven demand trends and generally high inventory-holding period, PMPL’s profitability remains vulnerable to the 

volatility in global coal prices. In the past, the company had to liquidate stocks at a thin margin, given the decline in 

international prices. Further, the company is exposed to foreign exchange risks, as the imports are financed through 

largely unhedged US dollar-based trust receipt (TR) loans.  

 

Low entry barriers - There is a low entry barrier for coal as well as the steel trading industry in the country due to which 

there is a risk of new player entering the segment. The risk of PMPL’s customer directly importing from the sources also 

remains a risk. However, this risk is partly mitigated by the logistical bottlenecks in the direct import. Moreover, there 

are very few players like PMPL in the domestic coal industry with the network and capacity to cater to large industrial 

units (such as greenfield cement units); in terms of their quantity and quality requirements (e.g., Calorific value of coal) 

which act as a mitigating factor against the competition from new entrants. 

 

Working capital intensive business and unsecured debtors - PMPL’s working capital intensity was moderate, at around 

23% for 9M FY2021, though much improved compared to approximately 45% for FY2019. Similarly, a moderate customer 

concentration risk and absence of a debtor-securing mechanism exposes the company to high counterparty credit risks. 

PMPL’s ability to control the working capital intensity would have a major bearing over its financial profile. 

 

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

Links to applicable criteria:    

Corporate Credit Rating Methodology  

  

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 the company   
Incorporated on October 18, 2011, as a proprietorship firm (Platinum Marketing) it has now been operating as Platinum 

Marketing Pvt. Ltd. (since January 19, 2020). The company is involved in trading of materials like coal, steel items 

(channels, angles, wiring rods etc.), gypsum, bitumen, cement, MS plate/wire and other construction materials. As of 

now, the company is running its business through the head office and three branch offices at different places. The major 

clientele of the company includes cement industries, brick industries, traders and suppliers. Other clientele includes steel 

and rolling industries, tea estates and hydropower units.  

 

The company is promoted by Mr. Rajnish Karnani and his spouse with a paid-up capital of NPR 200 million and a registered 

capital of NPR 250 million. Net worth as of mid-April 2021 is ~NPR 273 million. The office and trading stocks are situated 

at Mechinagar-1, Jhapa District, Province No – 1, Nepal. The major trading stocks are coal and steel items with share of 

~57% and ~40% of the overall revenue for 9M FY2021 (90% and 3% respectively for FY2020). 

 

 

Key financial indicators  
 Platinum Marketing (proprietorship firm) PMPL 

 
FY2017 

(Audited) 

FY2018 

(Audited) 

FY2019 

(Audited) 

FY2020# 

(Audited) 

9M FY2021 

(Provisional) 

Operating income (OI; NPR million) 848 1,367 1,358 1,545 1,630 

OPBDITA/OI (%) *  3% 4% 6% 5% 6% 

Total debt/Tangible net worth (TNW; times)  4.44 6.25 7.11 5.80 0.89 

Total outside liabilities/TNW (times) 10.63 12.11 10.68 10.42 2.57 

Total debt/OPBDITA (times)  5.82 5.57 6.37 6.28 2.37 

Interest coverage (times)  1.71 1.88 1.43 1.45 3.40 

Net working capital/OI (%) 23% 24% 45% 33% 23% 

Current ratio 1.09 1.07 1.22 1.10 1.38 

* OPBDITA: Operating profit before depreciation, interest, taxes and amortisation  

# Combined profit and loss statement for the erstwhile firm and PMPL. 

 

Annexure-1: Instrument details  
Instrument (Amount in NPR Million) Previous Limits 

rated 

(NPR in Million) 

Current Limits 

rated 

(NPR in Million) 

Ratings 

Short term Loans    

Overdraft (OD) 70 120 

[ICRANP] A4+; Upgraded from 

[ICRANP] A4 

 

Bank Guarantee (BB, PB, APG) 25 30 

Letter of Credit-Sight/Usance 400 550 

Trust Receipt Loan (within LC Limit) (320) (495) 

FCY Import Loan (within LC Limit) (320) (495) 

Demand Loan (within LC Limit) (320) (44) 

Short term loan 70  

Proposed limits (interchangeable between 

fund based and non-fund based).  

300 

Total short-term Loans 565 1,000  
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Analyst Contacts:   
Mr. Sailesh Subedi (Tel No. +977-1-4419910/20) 
sailesh@icranepal.com     
 

Ms. Kushum Bhattarai (Tel No. +977-1-4419910/20) 
kushum@icranepal.com    
 

 

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

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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