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Agni Hire Purchase Private Limited: [ICRANP] LBB/A4 assigned  
 

December 05, 2022  
  

Summary of rating action:  

Instrument (Amount in NPR million) Rated Amount Rating Action  

Long-term, fund-based (Refinancing loan for hire purchase)  1,450 [ICRANP] LBB; assigned 

Short-term, fund-based (Overdraft)  50 [ICRANP] A4; assigned 

 Total  1,500    

 

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

and a short-term loan rating of [ICRANP] A4 (pronounced ICRA NP A four) to the short-term loan limits of Agni Hire 

Purchase Private Limited (AHPPL or the company).  

 

Rationale  
The rating action mainly factors in the company’s affiliation with the Agni Group, which has a long presence (~30 years) 

in the Nepalese automobile dealership industry. The Group’s established traction in the sector, good demand outlook 

for the Mahindra brand of vehicles and the company’s experienced board/management team are expected to help 

AHPPL in business offtake. ICRA Nepal also takes comfort from the company’s adequate capital base, which is likely to 

support its near to medium term growth plans, while maintaining comfortable leverage levels. Further, the sound 

financial background of the company’s promoters provides additional comfort. 

 

Nonetheless, the ratings mainly remain constrained by the company’s limited operational track record (started towards 

end of FY2021), current small scale of operations and untested trend of growth, asset quality and profitability indicators. 

To this end, a general trend of very high delinquencies across the established peers raises concerns on the company’s 

ability to maintain a healthy asset quality profile. Further, the hire purchase financing industry has also been facing 

increased competition due to rapid franchise expansion by the banking sector over the last few years targeting the 

granular loan segment, which would also add up to challenges in business growth. The industry’s relatively modest 

borrower profile, lenient credit provisioning requirements and limited regulatory oversight along with low interest spread 

cap compared to development banks and finance companies (both of which also target AHPPL’s intended customer 

segment), as well as restrictions on fee/commission income remain a concern to the company’s asset quality and 

profitability aspect. Going forward, AHPPL’s ability to attain sustainable credit growth while maintaining comfortable 

capitalisation, asset quality and profitability indicators would remain the key rating sensitivities. 

 

 

Key rating drivers   
 

Credit strengths  
Part of the established Agni Group with financially resourceful and experienced promoters – AHPPL is a part of the Agni 

Group, which has a long track record (>30 years) in the Nepalese automotive dealership sector as the national dealer of 

Mahindra brand utility vehicles (UVs), passenger vehicles (PVs) and tractors. AHPPL’s board/management team also have 

adequate experience in the automobile sector, which provides comfort. The company shares its parentage with the 

Group’s flagship company, Agni Incorporated Private Limited (AIPL; rated [ICRANP] LA/A1). The assigned rating factors in 

the availability of the promoter support to AHPPL during the stabilisation phase.  

 

https://www.icranepal.com/wp-content/uploads/2022/01/97.-Rationale_Agni-Incorporated-P.-Ltd._BLR-surveillance_December-2021.pdf
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Good growth prospects and adequate funding sources – The company would be primarily engaging in financing 

Mahindra brand UVs, PVs and tractors, in addition to plans of financing other leading automotive brands within/outside 

the Group. Agni Group’s established traction in the automobile industry, good demand outlook for Mahindra vehicles 

and AHPPL’s access to AIPL’s diverse network of over 35 dealership outlets across the country to source the business, are 

expected to aid the company’s growth prospects. Moreover, the availability of sizeable unutilised debt limits (zero debt 

till mid-July 2022 out of sanctioned limits of NPR 900 million) adds to the company’s financial flexibility. Though the rising 

number of bank branches (~23% increase over the last two-and-a-half years) and, hence, increasing financial access could 

add to growth challenges, the ongoing constriction of loanable fund in the banking industry could augur well for the 

growth prospects of hire purchase financing companies with adequate financial flexibility like AHPPL. 

 

Credit challenges  
Limited track record of operations – Incorporated in 2014, AHPPL started its operations towards the end of FY2021 (on 

account of delays in obtaining regulatory license) and, hence, has a limited track record of operations so far. Given the 

Group’s business concentration in the commercial vehicle (CV) segment, AHPPL’s portfolio is likely to remain 

concentrated on CVs (>80% of portfolio as of mid-October 2022), which could expose it to cyclicality related risks inherent 

in the sector. AHPPL is also yet to demonstrate its track record in asset quality and profitability. The company has already 

started to report delinquencies, which stood at ~24% of total lending portfolio as of mid-October 2022, all of which were 

within 30 days. AHPPL’s ability to control the delinquencies level while growing along a relatively modest borrower profile 

remains to be seen. Further, the company's profitability is also likely to remain modest until the business is scaled up.   

 

Limited regulatory oversight – The regulatory controls for the sector are much lower than the banking sector, mainly 

considering the lenient provisioning norms despite lending entirely to the riskier borrower segment. However, the 

regulations were last revised in January 2022 to increase the interest spread to 4% from the earlier 3%, which is a positive. 

While ICRA Nepal notes that the company’s risk management framework has scopes for strengthening in areas like 

monitoring of portfolio level risks, the management’s liquidity trend assessment practices (including assessment of asset 

liability maturity profiles and gap analysis) provide some comfort.  

  

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

  

Links to applicable criteria:   

Credit Rating Methodology for Non-banking Finance Companies   

  

About the company    
Established in 2014, Agni Hire Purchase Private Limited is a hire purchase financing institution, which operates in line 

with the broad guidelines of the Nepal Rastra Bank (NRB), the central bank of Nepal. The company received the hire 

purchase license from NRB on October 29, 2020. Mr. Cabinet Shrestha holds 45% stake in AHPPL, followed by Ms. Susan 

Vaidya Shrestha (33%) and Mr. Arjun Prasad Sharma (22%). The company is a part of the Agni Group, which has major 

presence in the Nepalese automotive sector with over 30 years of operations. At present, Mr. Cabinet Shrestha is the 

company’s chairperson. 
 

Key financial indicators 

  FY2020 (Audited)  FY2021 (Audited)  FY2022 (Provisional)  

Total income (NPR million)  25 15 31 

Net worth (NPR million)  333 341 354 

Total managed portfolio (NPR million)  - 1 108 

Total managed assets (NPR million)  - 1 108 

Return on average managed assets   10.46% 6.12% 

90+ days delinquencies - - - 

https://www.icranepal.com/wp-content/uploads/2019/11/NBFC-Rating-Methodology_March-2019_Final.pdf
https://www.icranepal.com/wp-content/uploads/2019/11/NBFC-Rating-Methodology_March-2019_Final.pdf
https://www.icranepal.com/wp-content/uploads/2019/11/NBFC-Rating-Methodology_March-2019_Final.pdf
https://www.icranepal.com/wp-content/uploads/2019/11/NBFC-Rating-Methodology_March-2019_Final.pdf
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  FY2020 (Audited)  FY2021 (Audited)  FY2022 (Provisional)  

Gross NPA  - - 

Net NPA   - - 

Net NPA/Net worth  - - - 

Managed gearing (times)  - - - 
Source: Company data  
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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 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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