Aadar Multi-Investment Company Limited: Ratings downgraded to
[ICRANP] LBB-/A4
November 7, 2022
Summary of rating action:
Previously
Rated Amount
Long-term limits
1,400.00
Short-term limits
100.00
Total
1,500.00
*Instrument details are provided in Annexure-1
Instrument* (NPR Million)

Current Rated
Amount
1,400.00
100.00
1,500.00

Rating Action
[ICRANP] LBB-; downgraded from [ICRANP] LBB
[ICRANP] A4; downgraded from [ICRANP] A4+

Rating action
ICRA Nepal has downgraded the ratings assigned to the long-term limits of Aadar Multi-Investment Company Limited
(AMICL or the company) to [ICRANP] LBB- (pronounced ICRA NP L double B minus) from [ICRANP] LBB (pronounced ICRA
NP L double B). ICRA Nepal has also downgraded AMICL’s short-term rating to [ICRANP] A4 (pronounced ICRA NP A four)
from [ICRANP] A4+ (pronounced ICRA NP A four plus).

Rationale
The downward revision in ratings factors in the relatively weak booking performance reported by the under construction
commercial complex being developed by AMICL, vis-à-vis original estimates. The slowdown in fresh bookings as well as
slow collection against the booked units has impacted the cashflows affecting the pace of project development as well
as lowering the comfort on the company’s debt-servicing ability. The project has achieved ~70% construction progress
so far and has completely utilized the existing bank debt limits as well as promoter equity. Therefore, incremental project
progress and company’s liquidity will depend on the incremental booking and collection. Further, with the stressed
liquidity in the banking sector and introduction of relatively stringent regulation towards real-estate lending from the
start of FY2023, the demand prospects of the project remain impaired at present. Consequently, the project is likely to
depend on the promoters’ support for the additional funding requirement and for servicing of debt. Rating concerns also
arise as the company is a single property development project with limited diversification, and from the competitive
pressures from other under-construction/ recently commissioned commercial complex.
Nonetheless, the ratings continue to draw comfort from the favorable location of the project and support from infusion
of entire promoters’ equity. The promoter’s prior experience in the sector and their industry-traction continues to be a
positive. The low gearing levels of the company also remains a positive, as it accords financial flexibility to the company
to some extent. Additionally, despite the current slowdown in the demand prospects, the long-term demand for
commercial properties in the capital city of Kathmandu is expected to remain good, which remains a positive.
Going forward, the ability of the company to generate adequate bookings/collection against bookings and execute the
project on a timely basis within the cost-estimate would be the key monitorable.

Key rating drivers
Credit strengths
Strategic location of the project
The under-construction Aadar Trade Mall is in Balkhu area of Kathmandu city, conveniently located beside the city’s ring
road which remains a positive for the logistical standpoint. Its convenient location as well as adequate spaces (over
400,000 square feet of saleable spaces spread over 2000 shops) remains well suited for the businesses of wholesale
traders (the target customer segment).
Experienced promoters and management team
AMICL is an end-user-based crowd funded project with over 500 individual promoters, all with the prior experience in
wholesale trading business in Mahabouddha area of Kathmandu, a popular shopping district in city. The underwww.icranepal.com
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construction trade mall was conceived as an alternative business space for the traders in Mahabouddha area which is
one of the oldest settlements in Kathmandu and therefore poses infrastructural and logistical limitations to the modernday businesses. The promoter’s strong traction among the target customer segment and experienced management team
looking after the project development remains a rating positive.

Credit challenges
High execution risk associated with the project amid slowdown in customer advances
Until September 2022, the project has achieved ~70% progress. Work on the building structure is nearing completion
while most of the finishing works is pending. The project is expected to witness time overrun which increases the chance
of cost-overrun. Although the equity injection and debt portion have been received in full, support from the pace of
customer advances remains slower than expected affecting the cashflows for project development. This is likely to
necessitate additional promoters support and/or additional source of financing. The completion of project with the time
and cost estimates will remain a key monitorable amid the situation of slowdown in customer bookings. Any major
overrun in cost and time estimate could also deteriorate the project profitability.
Market risk related to real-estate prices and industry cyclicality
Real estate prices are prone to volatility which could affect the demand outlook and project profitability for AMICL. Until
FY2022 end, around 25% of the total saleable area of the project stand booked, and therefore the significant proportion
of remaining spaces remain susceptible to volatility in the demand as well as real-estate prices. Given the status of the
projects’ progress and the ongoing situation of liquidity stress in the banking sector, plus stringent lending provisions
mandated by NRB towards real-estate financing; any correction in the current real-estate prices could affect the future
demand for un-booked units, sales realization and ultimately the projects expected profitability and cashflows.
Increasing competition and existence of ‘leasing out’ market
The number of organized commercial real-estate developers is on the rise in the recent years which is leading to an
increased competition for developers. The competition is also increased due to the presence of multiple commercial
complexes that leases out shops to businesses. With increased supply, the competitive intensity in the industry is on an
upward trend. Any slack in the occupancy and rentals of the commercial spaces in the industry might affect the demand
outlook for AMICL as well.
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
Link to the last rating rationale:
Rationale-Aadar Multi-Investment Company Limited-Fresh BLR-April 2021
About the company
Aadar Multi-Investment Company Limited (AMICL) was set up in 2017. It is an SPV that is currently developing a
multistorey commercial complex called “Aadar Trade Mall” in Balkhu area of central Kathmandu. The company is an enduser-based crowd funded project, started with an intention to provide favorable space, convenient for conducting
business for existing traders based in Mahaboudha, Kathmandu. The complex is estimated to comprise of ~2,100 units
of saleable shop spaces. The promoter profile of the company remains diversified across 522 individuals, mainly involved
in the import-based trading activities.
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Annexure-1: Instrument Details
Instrument (NPR Million)
Long-term Limits (A)
Fund-based limits; Demand
Loan
Short-term Limits (B)
Fund-based limits; Overdraft
Total (A+B)

Previous Rated
Amount
1,400.00

Current Rated
Amount
1,400.00

1,400.00

1,400.00

100.00
100.00
1,500.00

100.00
100.00
1,500.00

Rating Action
[ICRANP] LBB-; downgraded from
[ICRANP] LBB
[ICRANP] A4; downgraded from
[ICRANP] A4+
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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, 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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and ICRA Nepal shall not be liable for any losses incurred by users from any use of this publication or its contents

www.icranepal.com

3

