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Rating action 
ICRA Nepal has assigned the issuer rating of [ICRANP-IR] BBB- (pronounced ICRA NP Issuer Rating Triple B minus) to 

Garima Bikas Bank Limited (GBBL). Issuers with this rating are considered to have a moderate degree of safety 

regarding timely servicing of financial obligations. The sign of + (plus) or – (minus) appended to the rating symbol 

indicates their relative position within the rating categories concerned. The rating is only an opinion on the general 

creditworthiness of the rated entity and not specific to any debt instrument.  
 

Rationale 
The assigned rating factors in the bank’s adequate track record of operation (since 2007). The ratings factor in the 

bank’s strong market positioning, which emanates from its strong presence across the country (network 106 branches 

as of mid-April 2021), as reflected in its healthy market share (~14.4% market share in terms of credit and ~14.7% in 

terms of deposits). This was also helped by the mergers with regional development banks1 in the past. Diversified 

presence across the country helped the bank’s credit portfolio granularity (~7.5% concentration on top-20 borrowers 

as of mid-April 2021) and supported its healthy asset quality to an extent (notwithstanding the recent rise in Covid-19 

pandemic-induced delinquencies). The rating derives comfort from the company’s healthy profitability with the return 

of net worth (RoNW) of ~14.2% against the industry average of 7.7% for FY2020, which has further increased to 

~19.1% against the industry average of 14.6% in 9M FY2021.  
 

Nonetheless, the rating is constrained by the incremental concerns on the asset quality, given the impact of the 

ongoing Covid-19 pandemic on the repayment capacity of the borrowers. The rating concerns also arise from the high 

credit portfolio growth (CAGR ~40% during FY2017-FY2020 vs. industry average of ~18%) resulting in a relatively 

unseasoned portfolio. Further, the modest capitalisation profile with CRAR of ~11.67% (against the regulatory 

minimum2 of 11% for the national level class-B institutions) remains a concern from the standpoint of GBBL’s ability to 

absorb credit shocks. Additionally, stiff competition from the commercial banks with a wide range of banking services 

in the same market with lower lending rates remains a challenge. The regulatory restrictions for class-B banks in areas 

such as loans against hypothecation of stocks and receivables and foreign currency-based transactions (such as import 

LCs) erodes their competitive positioning and earning potential vis-à-vis class-A banks, which remains a long-term 

credit negative. 
 

Going forward, GBBL’s ability to improve profitability and maintain adequate capital cushion remains a key 

monitorable. Also, the ability to improve its asset quality, deposit profile and overall financial profile remains a key 

rating sensitivity for its incremental financial profile.  

 

Key rating drivers 

Credit strengths 
 

Adequate track record of operations, diversified branch network, and experienced management team – GBBL 

currently has 106 branches spread across 34 districts, making it one of the large class-B banks in terms of branch 

 
1 In July 2015 (with Nilgiri Bikas Bank) and September 2016 (Subbecha Bikas Bank) 
2 Nepal Rastra Bank mandated a parallel run of Basel III capital regulations for national-level development banks from FY2021 



 
 

network as well as asset base. The bank has a market share of ~14.7% in terms of deposits and ~14.4% in terms of 

credit portfolio as of mid-April 2021. Its adequate track record (operating since 2007) and experienced senior 

management remain positives for future growth prospects. 
 

Granular credit and deposit portfolio – The bank has a granular portfolio base with the top-20 borrowers accounting 

for ~7.5% of the total portfolio as of mid-April 2021. This reduces the risk of large slippages, which remains a positive 

given the bank’s modest capitalisation profile. Also, the granular deposit profile with top-20 depositors constituting 

~12% of the total portfolio provides stability on the funding profile. 
 

Healthy profitability supported by decreasing operating expenses on a rising scale of operation – The bank has 

recorded a decline in net interest margins (NIMs) in line with the industry trend, where NIMs decreased to 3.06% in 

9M FY2021 from 5.34% in FY2017. This was on account of industry competition as well as implementation of interest 

spread cap by the Central bank. However, its impact on the return indicators (RoA and RoNW) has been offset, to 

some extent, by growth in portfolio and resulting economies of scale. its profitability is supported by adequate non-

interest income level (~1.33% for 9M FY2021). Although high growth has depleted the capitalisation levels, it has 

helped in maintaining the return indicators for GBBL with RoNW of ~19% during in 9M FY2021 and ~14% for FY2020 

(vs. industry average of ~15% and ~8% respectively). The ROA remained adequate at ~1.3-1.5% in the last 12-18 

months, despite moderation over the earlier years. 
 

 

Credit challenges 
 

High credit growth and the global pandemic posing asset quality concern – GBBL’s credit growth has surpassed the 

industry average, on a sustained basis, during the last two to three years (albeit on a low base). During FY2017-

FY2020, GBBL’s credit portfolio recorded a CAGR 40% vs. banking industry growth of ~18%. The annualised credit 

growth in 9M FY2021 remained high at ~67% versus the industry average of ~31%. The growth was supported by 

upgradation of GBBL from regional to a national level bank after the merger with two regional level banks in FY2016 

and FY2017, which increased its footprint as well as capital base.  Sustained high growth in the recent years has 

increased the proportion of untested borrowers and lowered the portfolio seasoning. This, coupled with the Covid-19 

pandemic-created externalities, remains a concern for the bank’s assets quality. GBBL has been able to maintain 

healthy asset quality despite the pandemic (with gross NPA of 0.58% for mid-April 2021 vs. industry average of 1.35% 

and 0+ days delinquency of ~3% as of mid-April 2021 vs. ~22% in mid-July 2020). However, its ability to maintain the 

asset quality as the books become more seasoned, remains to be seen.  
 

Modest capitalisation with thin cushion against regulatory minimum – GBBL has maintained a CRAR of 11.67% as of 

mid-April 2021, leaving a very thin margin against the regulatory minimum of 11% for national level class-B 

institutions (to be maintained by mid-July 2021 as per the parallel implementation of Basel III for class-B banks). This, 

however, is expected to be comforted by the issuance of proposed tier-II debentures. Thin capital cushion, amid high 

growth targets, reduces the bank’s ability to absorb probable credit shocks and remains a key rating concern. 
 

Intense competition from larger commercial banks with a wider range of services – As per the regulatory provisions, 

class-B banks are restricted to undertake certain activities that are allowed for class-A commercial banks, viz. credit 

secured only against hypothecation of stock and receivables, opening of foreign currency-denominated letter of 

credit/guarantees, etc. These provisions erode the competitive positioning of the development banks vis-à-vis 

commercial banks with higher capital, stronger brand and branch network, larger customer base, a wider range of 

services and finer lending rates. This remains a long-term negative for the development bank industry. 

 

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

Links to applicable criteria:  

Bank Rating Methodology 
Issuer Rating Methodology 

https://www.icranepal.com/wp-content/uploads/2019/11/BankRatingMethodology08292018.pdf
https://www.icranepal.com/wp-content/uploads/2019/11/IssuerRatingMethodology15042019.pdf


 
 

 

Company Profile 
Established in October 2007 as a regional development bank, GBBL underwent a merger with two regional class-B 

banks (Nilgiri Bikas Bank Limited on July 14, 2015 and Subbecha Bikas Bank Limited on September 20, 2016) to 

become a national level player. Upon upgradation into national level class-B bank, GBBL shifted its corporate office 

from Pokhara to Lazimpat, Kathmandu. The company’s share capital is distributed among promoter and the public in 

the ratio of 51:49.   Mr. Govinda Prasad Dhakal is the Chief Executive Officer of the bank. 

 

GBBL has a presence in 34 districts of Nepal through its 106 branches as of mid-April 2021. It has a market share of 

~14.7% in terms of deposits and ~14.4% in terms of credit portfolio base of development banks as of mid-April 2021. 

GBBL reported a net profit of ~NPR 577 million in FY2020 over an asset base of ~NPR 50,294 million as of mid-July 

2020 against a net profit of ~NPR 594 million in FY2019 over an asset base of ~NPR 38,749 million as of mid-July 2019. 

The bank reported a net profit of ~NPR 678 million in 9M FY2021 over the asset base of ~NPR 67,638 million as of mid-

April 2021. Its capitalisation profile (CRAR) was at 13.87% and gross NPLs was at 0.78% as of mid-July 2020 (11.67% 

and 0.58%, respectively, as of mid-April 2021). In terms of technology platform, GBBL has implemented centralised 

Pumori-IV system throughout all its branches. 

 

Key financial indicators 
 

YEAR ENDED 
Mid-July 2018 

(Audited) 
Mid-July 2019 

(Audited) 
Mid-July 2020 

(Audited) 
Mid-April 20213 

(Provisional) 

OPERATING RATIOS     

Net Interest Margin / Average Total Assets 4.68% 4.43% 3.67% 3.06% 

Non-Interest Income / Average Total Assets 0.91% 0.98% 0.70% 1.33% 

Operating Expenses / Average Total Assets 2.31% 2.34% 1.99% 1.76% 

Credit Provisions / Average Total Assets 0.41% 0.31% 0.53% 0.45% 

PAT / Average Total Assets 2.06% 1.88% 1.31% 1.53% 

PAT / Net Worth 14.74% 17.09% 14.19% 19.13% 

Gross NPAs 0.27% 0.20% 0.78% 0.58% 

CAPITALISATION RATIOS     

Capital Adequacy Ratio 18.84% 14.43% 13.87% 11.67% 

Net NPAs / Net Worth 0.51% 0.71% 3.67% 3.33% 

COVERAGE & LIQUIDITY RATIOS     

Total Liquid Assets / Total Liability 24.51% 23.83% 28.85% 21.30% 

Total Advances / Total Deposits 88.83% 96.06% 83.31% 86.44% 
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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   
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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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