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Anand Enterprises Trade Concern Private Limited: [ICRANP] LBB/A4 

assigned  

June 14, 2021 

 
 

Summary of rated instruments: 

Instrument* 
Rated Amount 

(NPR million) 
Rating action 

Long-term loans; fund based 42.5  [ICRANP] LBB; assigned 

Short-term loans; fund based 525.0  [ICRANP] A4; assigned 

Short-term loans; non-fund based 170.0  [ICRANP] A4; assigned 

Total 737.5  

*Instrument details are provided in Annexure-1 

 

Rating action   
ICRA Nepal has assigned a long-term rating of [ICRANP] LBB (pronounced ICRA NP L double B) to the fund-based long-

term limits of NPR 42.5 million of Anand Enterprises Trade Concern Private Limited (Anand). ICRA Nepal has also assigned 

a short-term rating of [ICRANP] A4 (pronounced ICRA NP A four) to the short-term fund-based limits of NPR 525.0 million 

and short-term non-fund-based limits of NPR 170.0 million.  

 

Rationale 
The assigned ratings factor in Anand’s extended operational track record since 1985, its experienced promoters and 

established linkages with suppliers across the country. The ratings also factor in good demand for construction materials 
in the middle and far western Nepal and limited number of large scale manufacturers in those regions which offer a niche 

market for traders with established traction and channels like Anand. The company’s established relationships with 
regional customers and its wide product portfolio of construction-related items like steel, cement, and pipes remain 

positive for its medium-term business growth and sustainability. The ratings also factor in adequate debt coverage 
indicators (interest coverage ratio of ~2.3 times in FY2020) of Anand, partly supported by the low interest rate 

environment.  

 

However, the assigned ratings  are constrained by the high gearing levels of Anand despite the recent improvement. 

Anand’s gearing (TD/TNW) and debt level (TOL/TNW) stood at 2.4 times and 3.2 times, respectively in 9M FY2021 vis-à-
vis 3.1 times and 6.3 times, in FY2020 end, following equity infusion in 9M FY2021. The gearing level, nonetheless, 

remains high given the cyclical nature of the construction industry, which exposes its players to a volatile cash flows. 
Moreover, Anand’s reliance on bank debt and therefore its debt coverage ratio remains benefitted by the high credit 

period offered by the suppliers/manufacturers. Any increase in competition and/or tight credit period from 

suppliers/manufacturers could increase Anand’s reliance on bank debt, lower its ability to offer credit period to the 
customers and thereby affect its overall business growth and profitability prospects. The rating concerns also arise from 

the moderate liquidity profile of Anand, as reflected in its modest current ratio of ~1 times for FY2019 and FY2020 partly 
because of the utilisation of internal accruals and short-term borrowings for acquiring fixed assets. This affects the 

company’s ability to withstand near-term liquidity shocks, given the ongoing impact of the Covid-19 pandemic. 
Moreover, geographical concentration of business, rising competitiveness and moderating margins in the overall 

construction material industry also remain key rating concerns. 

 

Going forward, the company’s ability to achieve targeted revenues, maintain a low gearing level, manage its liquidity 

along with its ability to withstand liquidity shocks will remain key rating sensitivities.  
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Key rating drivers  

Credit strengths 
Experienced promoter and adequate product diversification – Operating since 19851, Anand is one of the established 

players in the Nepalese hardware trading industry, focusing on mid and far western region of the country. In addition to 
the hardware trading business, the management of Anand have also diversified into manufacturing of steel wire related 

products in the last few years and therefore possess adequate construction sector experience. The company deals in a 
wide range of construction related products procured from local and Indian markets, like TMT rods, wires, gabion boxes, 

pipes, and cement, among others. A diversified product portfolio remains a positive from the rating perspective. 

 

Adequate interest coverage amid improved profit margins and low borrowing cost – Despite reduced business, the 

operating profit margin of the company has improved to ~5-6% in the last 12-18 months from ~2.6% in FY2019. An 
increase in the company’s profit margin was partly because of a change in the strategy from credit based to cash based 

purchase, making Anand eligible for cash discounts from its suppliers. With improved profit margins and low borrowing 

cost, Anand’s interest coverage ratio (ICR) has also improved to ~2.3 times in FY2020 and ~3.2 times in 9M FY2021 vis-à-
vis ~1.3 times in FY2019.  

 

Low working capital intensity supported by adequate creditor days – Anand’s working capital intensity (NWC/OI) has 

remained low at ~16% in FY2020 and ~10% in FY2019, supported by adequate support from its suppliers through 

elongated creditor days. This is partly because of the stronghold of Anand in the western region and absence of large-
scale trader/manufacturer in the region at present. This reduces Anand’s reliance on bank debt for its working capital 

requirement, which supports debt coverage metrices to some extent.  
 

Growing demand for construction related products – The Nepalese economy is in a growing phase with large investment 
required in the infrastructure sector. Although the near-term demand could remain subdued on account of the Covid-19 

pandemic and political turmoil affecting the government’s capital expenditure, the long-term outlook remains 

comfortable owing to significant infrastructural gap in the country. Besides the government’s capital expenditure, an 
increase in retail consumption of construction related products amid increasing urbanisation is likely to benefit hardware 

traders like Anand.  
 

Credit Challenges 
Moderating revenues and high leverage – Anand’s operating revenue declined by ~43% in FY2020 vis-à-vis FY2019, 

primarily due to the Covid-19 induced lockdown during the last quarter of FY2020. Although the company has reported 

a healthy growth till 9M FY2021 over the corresponding previous year, its sustainability remains to be seen given the 
evolving impact of the pandemic and recurring lockdowns. Sustained business disruption coinciding with the peak season 

could erode the revenue profile of Anand significantly. The company’s debt levels remained high with TD/TNW at ~3 
times, TOL/TNW at ~6.3 times and TD/OPBDITA at ~3.1 times in FY2020. Although the gearing ratios have improved 

considerably in 9M FY2021 because of the fresh equity infusion, it nonetheless remains on the higher side for a player in 

a cyclical industry. Anand’s ability to generate adequate internal profits and its dividend policy will determine its long-
term gearing levels and will therefore remain key rating factors.  

 

Moderate short-term liquidity, limited headroom to withstand near-term liquidity shocks – Anand’s short-term 

liquidity remains moderate, as reflected in the weak current ratio of ~1 times as of FY2020 end. In addition to Anand’s 

history of moderate profitability, weak liquidity was the result of utilisation of internal accruals and short-term 
borrowings for fixed assets purchase. This also resulted in a sustained overutilisation of working capital drawing power 

in the last 1-2 years. However, Anand has recently secured a fresh long-term loan of NPR 42.5 million, which is likely to 
address the funding mismatch. 

 

 
1 Since 1985, the company was in operation as a sole trading concern under the name of Anand Enterprises. The company was later 
converted into a private limited company in 2018. 
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Low entry barriers and regional concentration – Given the low entry barriers for hardware trading business in the 

country, the risk of new players entering the hardware trading remains high. In addition to the low entry barriers, regional 
concentration of the company, primarily in the mid and far western part of the country, also remains a rating concern.  

 

Inherent cyclicality and counterparty risk – Cyclical nature of the construction products related industry creates 

uncertainty over demand and cash cycles for Anand. This could impact the company’s revenue and profit margins. 

Volatility in cash flow due to cyclicality in the cash cycle could pose challenges, especially during the period of weak 
demand. Moreover, substantial dependence on external parties raises counterparty risk, which is mitigated to some 

extent by a wide supplier base. 
 

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  

 

About the company 
Registered as a private limited company in 2018, Anand Enterprises Trade Concern Private Limited (Anand) deals in 

hardware products related to steel, cement and plastic, among others. The company was established as a sole trading 
concern in 1985 by Mr. Anand Prakash Mohpal, who holds the entire stake in the company as of FY2020 end. The 

company has its registered office in Nepalgunj-18, while its warehouse is located at Ganapur in Banke district.  

Key financial indicators  

 
FY2019   

(Audited) 

FY2020   

(Audited)  

9M FY2021 

(Provisional) 

Operating income-OI (sales in NPR million) 1,849.0 1,061.1 1,202.4 

OPBDITA/OI (%)   2.6% 6.2% 4.8% 

Total debt/Tangible net worth (TNW; times)  5.2 3.1 2.4 

Total outside liabilities/TNW (times) 10.8 6.3 3.5 

Total debt/OPBDITA (times)  4.7 3.1 4.2 

Interest coverage (times)  1.3 2.3 3.2 

DSCR (times) 1.3 2.0 2.7 

NWC/OI (%) 10% 16% 22% 

Current ratio 1.0 1.0 1.1 
Source: Company data 

 

  

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


 

www.icranepal.com                                                                                                                                        4 

Annexure-1: Instrument Details  

Instrument  
Current Rated Amount 

(NPR Million) 
Rating Action 

Long Term Limits   

Long term, Fund based (Term loan) 42.5 [ICRANP] LBB; assigned 

Total long term, fund based (A) 42.5  

   

Short Term Limits   

Fund based (Short term demand loan/ Overdraft/TR loans) 525.0 
[ICRANP] A4; assigned 

 
Non-fund based (LC/ Bank guarantee) 170.0 

Total short term, fund based/non-fund based (B) 695.0 

Grand total (A+B) 737.5  

 

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

Mr. Manish Sigdel, (Tel No. +977-1-4419910/20) 
manish@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 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, 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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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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