
 
 

Jay Ambe Steels Limited1: Long term rating downgraded; short term 

rating reaffirmed  

 

December 12, 2022 
 

 

Facility/Instrument* 
Current Rated 

Amount 
(NPR Million) 

Previous Rated 
Amount 

(NPR Million) 
Rating Action 

Long-term limits; fund based 3,615.0 3,615.0 [ICRANP] LB+; downgraded from 

[ICRANP] LBB- 

Short-term limits; fund based 3,550.0 3,550.0 [ICRANP] A4; reaffirmed  

Total 7,165.0 7,165.0  

*Instruments details are provided in Annexure-1 

 

Rating action 
ICRA Nepal has downgraded the long-term rating assigned to Jay Ambe Steels Limited (JSL) to [ICRANP] LB+ (pronounced ICRA NP L 

single B plus) from [ICRANP] LBB- (pronounced ICRA NP L double B minus). ICRA Nepal has reaffirmed the short-term rating at 

[ICRANP] A4 (pronounced ICRA NP A four). 
 

Rationale 
The ratings downgrade factors in the company’s weak financial profile reflected arising from the leveraged capital structure resulting 

in the stretched debt coverage metrics; amid the moderate to weak outlook for the sectors related to the construction sector. Given 

the recently incurred debt-funded capex and working capital-intensive nature of business amid the intense competition in the TMT2 

manufacturing segment, JSL’s financial profile including its debt coverage metrices are likely to remain weak over the near to 

medium term. The debt coverage metrices are likely to weaken further from FY2023 onwards, given the prevailing high interest 

rates and large principal instalments falling due. JSL has a weak liquidity position as reflected by the modest current ratio (of ~1 

time) and the over utilisation of the available drawing power as of FY2022 end, which limits company’s ability to absorb any major 

liquidity shocks. The ratings are also constrained by the company’s limited product diversification (~96% of revenue in FY2022 from 

TMT bar sales) and the inherent cyclicality associated with the steel industry, exposing the company to cash flow volatility. JSL is also 

exposed to forex risks, given its raw material (billet/sponge iron) purchases in US dollars, sales realisation in the domestic currency 

and the use of foreign currency-based import loans. Rating concern also arises from the company’s exposure to regulatory risk as 

any changes in import tariff by the Government of Nepal (GoN) will have substantial impact on the company’s profit margins and 

financial indicators. 

 

The rating factors in the promoter group’s adequate track record as well as its experienced management team. Following the 

commissioning of the manufacturing unit of JSL in May 2020, the Ambe Group (JSL and its sister unit, Ambe Steels Private Limited) is 

among the largest TMT manufacturer in Nepalese industry. This accords the benefit of higher economies of scale and therefore 

competitive edge to JSL. This is also evidenced from the strong revenue posted by JSL from its early stages of operation (~NPR 6 

billion and ~NPR 8 billion in FY2021 and FY2022 respectively).  Further, JSL has set up its in-house billet production, bringing in some 

cost efficiencies vis-à-vis the standalone rolling mills. This is expected to positively aid the company’s operating margins over the 

medium term in the otherwise intensely competitive TMT segment. This coupled with the economies of scale remains a positive for 

the company’s long-term financial profile. Moreover, the duty protection accorded to the domestic steel industry by the 

Government of Nepal (GoN), through high import duties on finished steel products remains a rating positive. ICRA Nepal also notes 

the strategic location of JSL’s factory close to the Indo–Nepal border (for conveniently importing raw materials) as well as to cater to 

the entire Nepalese market (factory in western Nepal). The absence of any large-scale TMT manufactures in the mid-western and 

far-western regions also provides locational advantage. 

 

Going forward, JSL’s ability to timely secure the funding requirements and bring down utilisation of working capital financing within 

the available drawing power will remain crucial for managing its liquidity/ debt repayment capacity and thus remains a key rating 
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sensitivity. Moreover the ability of JSL to lower the gearing levels and improve its revenues, operating margins and debt coverage 

metrics will have a bearing on its financial profile. This will also remain as a rating monitorable. 

 

Key rating drivers 

Credit strengths 
Strong promoter group and established track record with good brand traction – JSL is promoted by the Ambe Group 

established in 1982), one of the largest business conglomerates of Nepal. The Group’s presence in allied sectors (such as cement and 

real estate development) offers synergy in the areas of distribution, marketing and receivable management. The ratings are also 

supported by the good brand recall of Ambe Steels, given the aggressive marketing initiatives. JSL is likely to benefit from the 

established distribution, supply channel and marketing network of Ambe Steels. 
 

In-house billet production provides cushion for operating margins – JSL is enhancing its in-house billet production (Steel 

Melting Shop-SMS) capacity to ~200,000 MT per annum which is expected to meet the billet requirement for TMT bar production. 

Lower cost of in-house billet production vis-à-vis the cost to purchase imported billet is expected to support JSL’s operating margins 

and provide competitive edge over other players without such backward-integration avenues.   
 

Strategic location of factory – JSL’s factory at the Banke district (western Nepal) has locational advantage, both in terms of 

importing raw materials from India and supplying the final products all over Nepal. Moreover, the factory is located in the mid-

western region of the country, where no large-scale TMT manufacturers are present. This reduces competitive pressure of JSL to a 

certain extent. The locational advantage remains pronounced because of lower infrastructural development in the mid-western and 

far-western regions compared to other parts of the country, giving rise to huge demand potential of TMT and benefiting JSL. 
 

Credit challenges 
Intense competition in industry affects margins – The TMT bar production capacity of the Nepalese steel industry has 

significantly increased in the last three to four years, following the commissioning of new manufacturing units and capacity 

expansion by the existing TMT players. This has led to the capacity overhang situation in the industry. Amid the moderation in 

demand and increasing competition, realisations have softened, negatively impacting the operating margins. The pandemic-induced 

slowdown in business activities coupled with the ongoing liquidity crunch in the financial market has weakened the short-term 

demand and margin outlook for JSL and hence, remains a concern for its near-term financial profile. Without any significant changes 

in the industry dynamics, the supply overhang situation is likely to continue in the near-term suppressing growth as well as 

profitability of the overall industry. This situation could exacerbate in the event of reduced demand. 
 

 

Weak debt coverage metrics with stretched liquidity– Amid the high debt-funded capex coupled with the working capital-

intensive nature of business, the gearing level for the company remained elevated at ~4 times as of FY2022 end with weak 
TOL/TNW3 ~5 times and TD/OPBDITA4 of ~10 times. Interest coverage for the company also remained modest at 1.2 times for 
FY2022; which could moderate further given the increasing trajectory of banking sector interest rates.  
 
Further, the liquidity of the company also remains weak with the overutilisation of available drawing power as on end of FY2021 and 
FY2022. This limits the company’s ability to absorb any major liquidity shocks giving rise to liquidity concern. 
 

 

Limited product diversification and regulatory risk – TMT bar sales accounted for ~96% of JSL’s revenues in FY2022. This 

exposes the company to product-concentration risks, especially in view of the increased competition in the TMT bar industry. 

Moreover, being a player in duty-protected industry, JSL remains exposed to the risks arising from change in regulations related to 

import tariffs. The profitability and financial indicators of players in the TMT segment, including JSL, are aided by the high import 

barriers on TMT bars (up to 30% of custom duty). Reduction or removal of import duty/tariff could have a significant impact on the 

company’s incremental revenue profile, profit margin and debt coverage indicators.  
 

 

Vulnerability to inherent cyclicality of industry– The cyclical nature of the steel industry is likely to keep JSL’s profits and cash 

flows volatile. Steel prices are prone to volatility, given the fluctuation in global steel prices and the volatility in the US dollar 

 
3 Total outside liabilities/ tangible net worth 
4 Total debt/Operating profit before depreciation, interest and tax  



 
 
exchange rate, given the dollar-denominated purchase of steel. The risk is exacerbated by the lumpiness in procurement of raw 

materials.  
 

 

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

Links to applicable criteria:  

Corporate Credit Rating Methodology  
 
Link to previous detailed rating rationale: 
Rationale – Jay Ambe Steels Private Limited – June 14, 2021 

 
 

Company Profile 
Established in 2017, Jay Ambe Steels Limited (JSL) is one of the large new players in iron and steels product manufacturing industry. 

The company is promoted by the Ambe Group and has its factory in the Banke district. The Group also has an operational steel 

manufacturing unit (since 2008) named Ambe Steels Private Limited in Bhairahawa. The Group, established in 1982, is one of the 

leading manufacturing conglomerates in Nepal. 

 

JSL is a secondary steel manufacturer of TMT bars, binding wires and GI wires under the brand name Ambe Steels. JSL has set up its 

own billet manufacturing unit required for TMT production. The raw materials, pig irons, sponge irons are imported from India while 

scrap is procured from the domestic market.  

 

The ownership of the company is held jointly by the Neupane, Agarwal and Poudyal families. Mr. Shovakar Neupane is the Chairman 

and Managing Director of the company.  

 

Key financial indicators 

Particulars 
FY2021 

(Audited) 
FY2022 

(Provisional) 

Operating income-OI (Sales; NPR million) 5,902.5 8,008.2 

OPBDITA/OI (%) 3.6% 8.8% 

Total debt/ tangible net worth-TNW (times) 4.0 3.8 

Total outside liabilities/TNW (times) 4.2 4.6 

Total debt/OPBDITA (times) 28.5 9.6 

Interest coverage (times) 1.1 1.2 

Net-working capital/OI (%) 41% 36% 

Current ratio 1.0 1.1 

 

 

Annexure-1: Instrument Details 

Facility/Instrument* 
Previous rated 

Amount 
(NPR Million) 

Current rated 
Amount 

(NPR Million) 
Rating Action 

Fund-based, long term (Term Loan) 3,615.0 3,615.0 [ICRANP] LB+; downgraded 

from [ICRANP] LBB- 

Fund-based, short term (Demand Loan, Overdraft Loan, 

Short-term Loan, Trust Receipts) 

3,550.0 3,550.0 [ICRANP] A4; reaffirmed  

Non-fund based, short term (Letter of Credit) (3,150.0) (3,150.0) [ICRANP] A4; reaffirmed 

Total 7,165.0 7,165.0  

 

For further details please contact: 
 

Analyst Contacts  

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
https://www.icranepal.com/wp-content/uploads/2019/11/BankRatingMethodology08292018.pdf
https://www.icranepal.com/wp-content/uploads/2019/11/BankRatingMethodology08292018.pdf
https://www.icranepal.com/wp-content/uploads/2021/09/34.-Rationale_BLR_Jay-Ambe-Steels.pdf
https://www.icranepal.com/wp-content/uploads/2021/09/34.-Rationale_BLR_Jay-Ambe-Steels.pdf
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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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Phone:+977 1 4419910/20 
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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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