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Rating action 
ICRA Nepal has assigned the issuer rating of [ICRANP-IR] BBB (pronounced ICRA NP Issuer Rating triple B) to IME General 
Insurance Limited (IGI). This rating indicates a moderate degree of safety regarding the timely servicing of financial 
obligations. Such issuers carry a moderate credit risk. The rating is only an opinion on the general creditworthiness of the 
rated entity and is not specific to any debt instrument.  

 

Rationale 
The assigned ratings factor in the good promoter profile and good business growth (albeit on a low base) managed by 

the company despite its limited track record (from FY2016 to FY2021). The rating also takes comfort from the experienced 

management team, adequate solvency profile and low penetration of general insurance sector in Nepal which offers 

adequate headroom for future business growth. The rating also positively factors in adequate profitability profile of the 

company supported by good underwriting profits and yield on investment.  

 

However, the rating remains constrained by IGI’s relatively moderate scale of operation and moderate branch network 

in a highly fragmented and competitive industry. IGI’s market share in Nepalese general insurance industry (comprising 

of 20 players) stood at ~5% of industry gross premium earnings for FY2021, signifying an average market share. Moreover, 

the company has already started to witness a spike in claims ratio after FY2018, especially along the motor segment 

(which is the largest segment across all General Insurance sector players including IGI) which remains a concern to its 

incremental underwriting performance. Small scale, challenges in growth amid industry competition and rising claims 

ratio and therefore declining underwriting surplus (increasing combined ratio) could limit the financial profile of the 

company going forward. Although claims and therefore combined ratio improved in FY2020 due to lower claims 

frequency during the Covid-lockdown, the same has picked up in FY2021 with the resumption of normal business and 

increase in Covid-19 claims. In addition to the claims ratio, a higher management expense ratio also remains a challenge 

to profitability despite the support from ceding commission. The company’s moderate catastrophic reinsurance cover, 

weakening of the credit profile of lead reinsurer (GIC- Re, India) and the frequent changes in the operating environment 

(mainly because of the regulatory changes) also poses a challenge and remains a rating concern.  

 

Rating concerns arise due to the issues related to Covid-19 claims that are pending with the insurance companies 

including IGI. IGI also has a sizeable amount of Covid-19 related pending claims as well as receivable against paid claims 

from GoN. Insurer’s inability to settle the Covid-19 related claims stems from the delayed confirmation and disbursement 

of the claims that are to be received from GoN. This raise concerns on the claims paying ability of the insurers including 

IGI and also poses a liquidity/solvency concern if the receipt from GoN is delayed.  

Key rating drivers 

Credit strengths 
Strong support from the promoter group, and experienced management team – The company’s affiliation with the IME 

Group (one of the largest and diversified business houses of Nepal) and shared brand name remains positive from an 

incremental growth perspective. The board of directors and the management team comprises of individuals and 

professionals with adequate experience in the Nepalese general insurance industry. This provides comfort in terms of 

balanced growth going forward. 

 



 
 

Good growth trajectory and stable market position – Since the resumption in the business operations since FY2016, IME 

General’s business growth has remained above industry averages (albeit on a low base). The company has also managed 

to keep its market share in terms of the premium earnings stable since then. Despite the limited track record, its ability 

to report premium growth during FY2020 (despite many players reporting degrowth) remains a positive.  IGI’s growth in 

terms of GPW has been at a CAGR of 15% and 11% (between 20XX and 20XX) for GPW and NPW respectively, as against 

the industry average of 13% and 7% respectively. Its share in industry GPW and NPW has remained stable at ~5% in the 

last few years.   

 

Adequate solvency and liquidity – On the solvency front, IME General’s solvency margin as of mid-July 2021, calculated 

as per the regulatory directive, stood at ~2 times (versus a regulatory minimum of 1.5 times) against 1.6 times as of mid-

July 2020. The solvency profile can be expected to improve after the capitalisation of the proposed rights issue (assuming 

full subscription). The company has been maintaining the mandatory technical reserves and restricted reserves1 as 

prescribed by the regulatory authority (Insurance Board of Nepal). As at FY2021 end, the said reserves accounted for 

~50% of its net worth (~40% as of FY2020 end). In terms of liquidity profile, IME General’s cash accruals have been 

improving despite the general rise in claims ratio.  Average cashflow to net premium written (NPW) ratio is at 26% for 

FY2021. It stood at 18% for FY2020 and at 16% for FY2019. The company has been maintaining adequate liquidity as 

evidenced by cash and liquid assets to the technical reserve ratio of 6.32 times as at mid-July 2020 and 3.90 times as at 

mid-July 2021. 

 

Stable profitability profile – IME General reported progressive profit after tax (PAT) in the recent years, even as its 

underwriting profits moderated beginning from FY2018. Although the underwriting performance for FY2020 improved 

due to the reduction in the claims being lodged as a result of the movement restrictions caused by the pandemic, the 

underwriting profitability has been in a declining trend across the industry. The company reported an underwriting 

surplus of NPR 157 million in FY2021 (corresponding to a combined ratio and retention of 71% and 39%, respectively) 

lower than NPR 173 million in FY2020 (combined ratio of 64%, retention of 35%) but higher than NPR 92 million in FY2019 

(combined ratio of 80%, retention of 38%). Despite an impact on underwriting profitability from the rising claims ratio, it 

remained supported by rise in ceding commissions (net commission income to NPE stood at 35% for FY2021 and FY2020, 

while it was at 29% for FY2019 and FY2018) and marginal moderation in management expense ratio for FY2021. 

(Management expense ratio for FY2021 stood at 45% as against 54% for FY2020)  

 

IGI’s profitability continues to be well supported by its investment income. The incremental yield on investment has been 

a positive factor. In FY2021, the company’s average yield stood at 9.8% (compared to 7.4% for FY2020 and 7.9% for 

FY2019). The ratio of investment income to underwriting surplus remained stable at ~1:1 during FY2019 – FY2021. 

 

Credit challenges 
Slowdown in premium growth and increasing claims ratio – Between FY2018 and FY2021, IGI’s GPW witnessed a CAGR 

of 15% compared to the industry average of ~13%. The company’s GPW growth until FY2019 (on a y-o-y basis) was 

significantly above the industry average (albeit on a low base), which moderated around the industry level for FY2020 

and is lesser than industry average for FY2021. The slowdown in the premium growth can be attributed with the stalled 

branch expansion plans of the company after FY2019 end. Despite the slowdown in the GPW, NPW has continued to grow 

at levels above than the industry average. Direct cession of 20% of the gross premium to Nepal Re starting from FY2019 

has impacted the retention levels which decline from 42% in FY2018 to 38%, 34% and 39% for FY2019, FY2020 and FY2021 

respectively. IME General’s claims ratio has been rising, excluding that of FY2020, which was impacted by the pandemic. 

The net claims ratio of the company stood at 61%, 45% and 56% for FY2021, FY2020 and FY2019 respectively. Although 

this is below the industry average levels, due to the small scale of the company, the underwriting profitability is being 

impacted, despite some support from increase in commission income ratio and decline in management expense ratio for 

FY2021. 

 
1 Technical reserve includes reserve towards unpaid claims & unexpired risk; restricted reserves include Insurance reserve and Insurance 

fund appropriated from annual profits. 



 
 

 

Sizable COVID-19 insurance related receivables, possibility of delays in receipt of the same, impacting liquidity  

Following the outbreak of Covid-19 pandemic, the domestic insurers in Nepal launched a Covid-19 insurance scheme, as 

per the discussion between Insurance board Nepal, Ministry of Finance, and Insurer Association of Nepal. Under the said 

scheme general insurance sector players created a pool for managing receipt and payments of the related schemes 

premium and claims. The insurance product was launched with the pre-condition that once the overall claim amount 

exceeds NPR 3.5 billion, the same is to be borne by the GON. As at FY2021, the company has sizable receivables from the 

GON in respect of the claims accepted and honoured by it towards the scheme, affecting its liquidity position. Some 

comfort can be drawn by the fact that the counterparty for Covid-19 related claims is the GoN. However, delayed receipt 

of claims or non-receipt of the claims could significantly affect the liquidity and/or solvency profile of the company.  

 

Low penetration of insurance sector, fragmented industry, and intense competition – Even with increase in the 

businesses and asset base of insurance companies, the penetration of insurance in the country remains low because of 

low insurance awareness. The competition in the already crowded industry has further increased since FY2018, following 

the licensing of three new players. Moreover, the slowdown in the industry during FY2020 is expected to further intensify 

the competition among players as companies resort to more aggressive business approach. 

 

Changes in operating environment because of new regulations – The players in the general insurance industry have 

been facing frequent changes in regulatory environment, especially those related to tariff and risk cover. An increase in 

third-party motor insurance cover, starting FY2017, has led to an industry-wide rise in motor claims, pressurising the 

segment’s profitability. The new ‘property insurance directive’ introduced with effect from FY2019 has increased the 

claims ratio for the companies because of the comprehensive risk coverage at relatively lower premium tariff. The 

Insurance Board mandated companies to waive off renewal fees in major segments for Q4 FY2020 (during the period of 

Covid-19 lockdowns), impacting the overall profit margins. Further, with effect from January 2021, the regulator has 

subdued the prospects of third-party motor business by limiting the number of offices of Department of Transportation 

that can be catered to by a single player. While all these changes are likely to increase the insurance sector penetration 

and eventually aid in industry growth, these could impact the underwriting profits of all players over short to medium 

term, including SICL.  

 

High sectoral concentration in motor segment – The motor segment accounted for 33% of GPW and 71% of NPW in 

FY2020, making it the largest business segment for the company, in line with the industry trend. Although the motor 

portfolio is highly granular, which minimises the chances of any large loss from the motor segment, this exposes the 

company to sectoral-concentration risk. Any regulation changes affecting the motor portfolio profitability has a 

correspondingly high impact on the overall business of IME General. 

 

Company Profile 
Established in February 2001, IME General Insurance Limited (IGI) is the 11th private sector general insurer in Nepal. IGI  

is a relatively small sized company with ~5% of market share in terms of General Insurance Industry’s Gross Premium 

Written as well as Net Premium Written since the last 5-6 years up to FY2021. As of mid-July 2021, IGI is in operation with 

48 branches spread across the nation for procuring business and extending after sales services.  

 

The paid-up capital and the net worth of the company as of mid-July 2021 is NPR 1,157.59 million and NPR 1,878.98 

million respectively. IGI has 51:49 promoter-public shareholding ratios. Major shareholders as on mid-July 2021 includes 

Mr. Hem Raj Dhakal (10.15%), Mr. Chandra Prasad Dhakal (9.74%), Nepal Bangladesh Bank Limited (9.50%), Usha 

Investment (9.19%), Hathway Investment Nepal (5%), Mr. Kumar Poudel (4.24%) among others.  

 

For FY2020 (latest audited period) and FY2021 (unaudited) IGI reported a profit after tax of NPR ~209 million and NPR 

235 million, respectively over an asset base of NPR 2,596 million and NPR 2,919 million for FY2020 and FY2021. 
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Key Financial Indicators 
Amount in NPR million FY2017 FY2018 FY2019 FY2020 FY2021 

 Audited Provisional 

Gross premium written (GPW) 694.9 1,007.8 1,266.9 1,399.4 1,521.1 

Net premium written (NPW) 303.0 426.1 475.8 490.5 588.0 

Net premium earned (NPE) 207.0 364.1 449.4 480.0 537.7 

Premium retention (NPW/GPW)* 43.6% 42.3% 37.6% 35.1% 38.7% 

Premium retention (NPW/GPW) 48.3% 47.7% 40.2% 37.9% 43.8% 

Claims ratio (Net claims incurred/NPE)- A 34.1% 33.6% 56.4% 44.9% 61.0% 

Management expense ratio (Management expense/NPE)-B 46.7% 46.9% 52.1% 53.8% 45.1% 

Commission expense ratio (Commission expense/NPE)-C -23.7% -29.4% -28.9% -34.8% -35.2% 

Combined ratio (A+B+C) 57.2% 51.0% 79.5% 63.9% 70.8% 

Underwriting surplus 88.7 178.3 92.0 173.1 156.8 

Investment earnings 25.1 75.1 112.1 141.8 180.7 

Average yield on investments 4.4% 8.7% 7.9% 7.4% 9.8% 

Profit after tax (PAT)  83.3 170.7 144.6 208.6 234.6 

Return on equity 24.5% 20.4% 10.1% 12.6% 12.5% 

Return on assets 9.8% 14.1% 7.7% 8.5% 9.4% 

*considers retention on overall premium (direct premium+inward ceded premium); retention ratio considering direct premium 
only is ~44% for FY2021 
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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 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 
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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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