
 
 

Nabil Bank Limited: Ratings Placed on Watch with Negative Implications1 

March 7, 2023 

Summary of rating action  
INSTRUMENT/FACILITY RATED AMOUNT RATING ACTION 

Issuer Rating NA 
[ICRANP-IR] AA-@*; placed on Watch with Negative 

Implications 

Subordinated Debenture Program NPR 2,000 million 
[ICRANP] LAA-@*; placed on Watch with Negative 

Implications 

Subordinated Debenture Program NPR 2,000 million# [ICRANP] LAA-@; assigned 
*The symbol ‘@’ indicates Rating Watch with Negative Implications; Instrument details are provided in Annexure-1 

# Debenture issued by erstwhile Nepal Bangladesh Bank. 

 
Rating action 
ICRA Nepal has placed the Nabil Bank Limited’s (Nabil’s) issuer rating on “Watch with Negative Implications” as indicated 

by [ICRANP-IR] AA-@ (pronounced ICRA NP issuer rating Double A minus). Issuers with is rating are considered to be of a 

high degree of safety regarding the timely servicing of financial obligations. Such issuers carry very low credit risk. The 

sign of + (plus) or – (minus) appended to the rating symbol indicates the entity’s relative position within the rating 

categories concerned. The rating is only an opinion on the general creditworthiness of the rated entity and is not specific 

to any debt instrument. 

 

ICRA Nepal has also placed the bank’s subordinated debenture rating on  “Watch with Negative Implications” as indicated 

by [ICRANP] LAA-@ (pronounced ICRA NP L Double A Minus). ICRA Nepal has also assigned the rating of [ICRANP] LAA-@ 

to the debenture issued by erstwhile Nepal Bangladesh Bank Limited. Instruments with this rating are considered to have 

a high degree of safety regarding timely servicing of financial obligations. Such instruments carry very low credit risk. The 

sign of + (plus) or – (minus) appended to the rating symbol indicates the entities relative position within the rating 

categories concerned. 

 

Rationale 
The rating watch with negative implications is mainly on account of the recent deterioration in the Nabil’s assets quality 

profile with higher than industry average non-performing asset (NPA) levels (2.98% as of mid-January 2023 against 2.49% 

for the industry), along with spike in 0+ days delinquencies (~25% as of mid-January 2023). The recent slippages have 

impacted the bank’s solvency profile (net NPA/ net worth) which has slipped to ~9%, on a higher side among the industry 

peers as of mid-January 2023. While the spike in delinquencies can be partly attributed to post-merger integration of 

credit books acquired from Nepal Bangladesh Bank Limited, the uptick in delinquencies coinciding with recent economic 

slowdown, end of COVID-19 related moratorium/relaxations in mid-July 2022, high interest rate environment and 

tightening liquidity in banking industry remains a concern for Nabil’s incremental asset quality outlook. Given the low 

provision cover, sustained stress in asset quality could have a major impact on the bank’s profitability and capitalization 

indicators through additional credit provision expenses, which remains a major rating concern. Rating concerns also 

emanate from the moderation in the deposit portfolio and liquidity profile of the bank as reflected in a decline in CASA 

deposits, uptick in cost of deposits, high CD ratio and relatively high deposit concentration. 

 

Nonetheless, the ratings continue to derive comfort from Nabil’s long track of operation (since 1984) , its healthy market 

share, strong promoters, seasoned management team and established brand reputation. The ratings also factor in the 

bank’s fair capitalisation profile with adequate cushion, both at capital to risk weighted assets ratio (CRAR) and tier -I 

 
1 Please refer here for details on rating watch and its meaning/implications.  

https://www.icranepal.com/wp-content/uploads/2020/07/What-is-a-Rating-Watch-and-what-does-it-convey.pdf


 
 

levels, which stood at 12.40% and 10.08% respectively as of mid-January 2022 vis-à-vis minimum regulatory requirement 

of 11%, common equity tier-I (CET-I) of 7% and tier-I capital of 8.5%. This coupled with the increasing granularity of credit 

portfolio remain positive (concentration among top-20 borrowers/groups declined to ~13% as of mid-January 2023 from 

~18% as of mid-October 2021, when last rated). The rating also positively factors in the bank’s good profitability profile 

partly supported by the relaxations on interest spread cap as a part of merger incentives, to be applicable for one year 

from the date of commencement of post-merger operations (i.e., until mid-July 2023). This coupled with low operating 

expense ratio of the bank remains a positive for bank’s ability to generate internal capital. Going forward, the bank’s 

ability to improve its asset quality and solvency position, maintain adequate capital cushion and improve its funding and 

liquidity profile will remain a key rating monitorable and sensitivity. Sustained deterioration in these areas could exert 

downward pressure on the ratings.   

 

Going forward, Nabil’s ability to improve its asset quality profile, contain its delinquencies and maintain adequate capital 

cushion to withstand probable credit shocks will remain key rating sensitivities. Moreover, maintaining its competitive  

positioning in the industry, protecting profitability profile, and improving its deposits profile will remain among other key 

rating drivers. 

 

Key rating drivers  

Credit strengths 
Long track record, healthy market share, strong promoter and experienced management team– Operating since 1984, 
Nabil bank is the first private sector bank of Nepal with a long track record of operations. The bank’s track record in terms 
of growth, profitability and assets quality has remained strong over the years. Post-acquisition of Nepal Bangladesh Bank, 
Nabil’s geographical presence has improved with 246 branches across the country as of mid -January 2023 (135 as of mid-

October 2021) and its market share has improved to ~7.5% share in total deposits and ~7.6% share in total credits as of 
mid-January 2023 (from ~5.3% as of mid-October 2021). The bank is mainly promoted by individuals and institutions 
related to Chaudhary group, one of the leading family-owned business houses in Nepal. Nabil’s board of directors and 

the management team comprise of seasoned professionals in the Nepalese banking and business sector.  
 
Healthy profitability profile supported by adequate NIMs and operating efficiency– Nabil has outperformed its industry 
peers in terms of profitability profile and return indicators over the years with strong Net Interest Margins (NIMs) and 

improving operating expenses. Profitability indicators for FY2022 remained muted due to acquisition wherein profits of 
the acquired entity (erstwhile NBB, merged operation started from July 11, 2022, i.e., just before the year -end date) was 
adjusted directly through reserves while closing assets/ net-worth base were inflated due to acquisition. Profitability 
during H1FY2023 has improved with the better NIMs and improving operating efficiency ; despite the pressure from 

increasing credit cost amid deteriorating assets quality. The reported return on assets (RoA) of 1.61% and return on net 
worth (RoNW) of ~12.8% remains marginally better than the industry average of 1.11% and 11.74% respectively for 
H1FY2023. However, the profitability remains supported by the relaxations on interest spread cap until mid -July 2023 

(i.e., one year from the commencement of combined operations). The bank’s ability to maintain the interest margins on 
a sustained basis while managing the credit cost will remain crucial for its incremental profitability profile . 
 
Adequate capitalisation profile– Nabil has maintained an adequate capitalisation profile with CRAR of 12.40% and tier-I 

of 10.05% as of mid-January 2023 (albeit lower than industry average of 13.01% and 10.13% respectively) against a 
minimum requirement of 11% for CRAR, CET-I requirement of 7% and tier I capital of 8.5%. While the portfolio growth 
was modest, CRAR has declined compared to FY2021 levels owing to regulatory increase in risk weightages for personal 

overdraft loans, personal hire purchase loans, real estate loans and margin loans, uptick in delinquencies as well as cash 
dividend out of FY2022 profits. The bank’s ability to maintain the cushion commensurate to its growth plans and 
prevailing asset quality concerns will remain a key rating monitorable.   
 

Improved portfolio granularity– The portfolio concentration has declined significantly since the last rating exercise aided 
by the higher credit growth (due to acquisition) and granularity on the incremental profile. The concentration on top-20 
borrowers has decreased to ~13% (95% of tier-I capital) as of mid-January 2023 from ~18% (~136% of tier-I capital) as of 



 
 

mid-October 2021 making Nabil one of the most granular banks in the industry. The deposit concentration, albeit on a 
higher side, has remained same with top-20 depositors contributing for ~25% of total portfolio.  

 

Credit challenges 
Increased delinquency and NPLs amid unfavourable economic environment– Nabil reported major deterioration in its 
asset quality since last rating , wherein NPLs have spiked to 2.98% as of mid-January 2023 (industry average of 2.49%) 
from 0.84% as of mid-July 2021. Moreover, 0+ days delinquency levels increased to ~25% as of mid-January 2023 from 

~12% as of mid-October 2021. Higher fresh slippages have also led to lower provisioning cover which has moderated the 
bank’s solvency indicators (net NPL to net worth) to 8.79% as of mid-January 2023 compared to 3.75% as of mid-October 
2021. Although the rising delinquency can be partly attributed to the integration of credit book acquired from NBB, it 
nonetheless creates risk of a sustained impact on asset quality, given the unfavourable economic environment created 

by high interest rate, credit crunch and regulatory changes like  introduction of stringent working capital guidelines, etc. 
Sustained high NPAs could further increase the provisioning expenses and could impact the incremental profitability and 
capitalisation for the bank and could have a rating implications. 
 

Moderation in funding profile and liquidity profile– Nabil’s current and saving accounts (CASA) have depleted in the last 
18 months to ~35% as of mid-January 2023 from ~51% as of mid-July 2021 (vs. industry average of ~35% as of mid-January 
2023). Declining low-cost deposits has spiked the bank’s cost of deposits in the recent periods. This has largely impaired 

the Nabil’s competitive position amid the base rate plus lending regime. Bank’s high credit to deposit ratio (89% as of 
mid-January 2023, as per the regulatory method of calculation vs. regulatory cap of 90%) has left minimal space for the 
future credit growth despite decent deposit growth (annualised growth of ~13% in H1FY2023 vs. ~7% for the industry) . 
Likewise, liquidity ratio has also reported gradual moderation in the recent years (total liquid assets/total liability ratio of 

~21% as of mid-January 2023 from ~30% as of mid-July 2020). Furthermore, concentration among top-20 depositors 
continues to remain high (~25% as of mid-January 2023).  
 
Uncertain operating environment – The banking industry has faced stress with the general weakening in the country’s 

macroeconomic outlook in the recent periods. The expiry of all COVID-related relaxations/ liquidity support/ moratorium 
from mid-July 2022 could result in gradual unravelling of asset quality concerns in the banking industry. Additionally, the 
stress on the market liquidity in the recent periods with widening trade deficit, pressure on foreign reserves and 

consequently lower deposit formation has led to the shortage of loanable funds and increased the banking sector interest 
rates. Furthermore, the demand slowdown for most sectors amid an inflationary economic outlook along with the 
regulatory control measures to curb the imports such as higher margin requirement for letter of credit (LCs), increased 
risk weightages to certain segments etc has affected the business profile of borrowers across the spectrum in various 

degrees. The increasing repayment liability of the borrowers and the inability of the banks to extend the credit facilities 
amid tight liquidity as well as recently introduced stringent working capital guidelines by the  regulator, could create asset 
quality stress and remains a rating concern across the 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 
 
Links to the last rating rationale:  

Rationale- Nabil Bank Limited-Ratings Surveillance January 2022 

Rationale- Nepal Bangladesh Bank Limited-Ratings Surveillance December 2021 
 

Company profile  
Nabil Bank Limited (Nabil), the first private sector class A commercial bank in Nepal, started its commercial operations 

from July 1984 as Nepal Arab Bank Limited. The name was changed to Nabil bank, following the withdrawal of joint 

venture partner Emirates Bank International in 1997. The bank acquired another class-A commercial bank, Nepal 

Bangladesh Bank Limited (NBB) on July 11, 2022. Its head office is located at Kathmandu. Following the acquisition of 

NBB, Nabil is among the top three banks in terms of asset base and net-worth.  

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/2019/11/IssuerRatingMethodology15042019.pdf
https://www.icranepal.com/wp-content/uploads/2019/11/IssuerRatingMethodology15042019.pdf
https://www.icranepal.com/wp-content/uploads/2022/01/117.-Rationale_Nabil-Bank-Limited_January-2022.pdf
https://www.icranepal.com/wp-content/uploads/2022/01/117.-Rationale_Nabil-Bank-Limited_January-2022.pdf
https://www.icranepal.com/wp-content/uploads/2021/12/90.-Rationale_NB-Bank_Surveillance-of-ratings_Dec-2021.pdf


 
 

 

The major promoters of the bank are NB International Ltd., Ireland (39.44%), IFIC Bank Ltd. (7.77%), Rastriya Beema 

Company Ltd. (7.63%). Mr. Gyanendra Prasad Dhungana is the Chief Executive Officer of the bank. The bank’s equity 

share is listed in Nepal Stock Exchange (NEPSE) and the bank is one of the leading companies in term of market 

capitalization. 

 

As of mid-January 2023, Nabil has presence throughout the country through its 246 branches, 17 extension counters and 

275 ATMs. Nabil has market share of ~7.5% in terms of deposit base and ~7.6% of total advances in Nepalese commercial 

banking industry as on mid-January 2023. Nabil reported a profit after tax of ~NPR 4,256 million during FY2022 over an 

asset base of NPR 418,427 million as of mid-July 2022, against profit after tax of ~NPR 4,527 million over an asset base of 

NPR 277,432 million as of mid-July 2021. During H1 FY2023, the bank reported profit after tax of NPR 3,417 over an asset 

base of ~NPR 433,120 million as of mid-January 2023. As of mid-January 2023, Nabil’s CRAR was 12.40% with Tier I capital 

of 10.05% and gross NPLs stood at 2.98%. In terms of technology platform, the bank has implemented Finacle acros s all  

its branches. 

 

Key financial indicators 

Year Ended 
July 2019 
(Audited) 

July 2020 
(Audited) 

July 2021 
(Audited) 

July 2022 
(Audited) 

January 2023 
(Provisional) 

Net interest income 7,159 6,984 8,076 8,919 7,833 

Profit before tax 6,041 5,095 6,255 6,288 4,883 

Profit after tax 4,239 3,463 4,528 4,256 3,418 

Loan and advances 132,486 153,011 205,131 309,071 324,840 

Total assets 192,804 226,916 277,432 418,427 433,120 

       

Operating ratios      

Yield on average advances 11.44% 10.34% 8.12% 8.09% 12.25% 

Cost of deposits 5.43% 5.32% 4.26% 4.94% 7.75% 

Net interest margin/ATA 4.05% 3.33% 3.20% 2.56% 3.68% 

Non-interest income/ATA 1.23% 1.02% 0.94% 0.74% 0.80% 

Operating expenses/ATA 1.64% 1.51% 1.83% 1.17% 1.30% 
Credit provisions/ATA 0.23% 0.41% 0.33% 0.32% 0.89% 

PAT/ATA 2.40% 1.65% 1.80% 1.22% 1.61% 

PAT/net worth 19.37% 14.12% 15.16% 9.80% 12.79% 

Gross NPLs 0.74% 0.97% 0.84% 1.62% 2.98% 

0+ days delinquencies 6.82% 6.86% 13.87% 15.60% 24.90% 

       

Capitalisation ratios      

Capital adequacy ratio 12.50% 13.07% 12.77% 13.09% 12.40% 

Tier-I Capital 11.40% 10.90% 10.67% 10.77% 10.05% 

Net NPLs/net worth 1.03% 1.95% 2.10% 3.74% 8.79% 

       

Liquidity ratios      

Total liquid assets/total liability 28.56% 30.27% 23.46% 22.81% 21.39% 

Total advances/total deposits 81.96% 80.65% 92.46% 95.20% 93.60% 

Source: Nabil, ICRA Nepal Research; Amount in NPR million unless mentioned otherwise 

*CD ratio as per recent NRB guidelines  

#CCD ratio as per earlier NRB guidelines 
 

 

 

 



 
 

Instrument Detail: 
Instrument Name Interest 

Rate 
Amount Interest 

Payment 
Issue Year Maturity Period 

Nabil Debenture 2082 10% p.a.  2,000 million Half yearly FY2020 7 years 

NBBL Debenture-2085 10.25% p.a. 2,000 million Half yearly FY2019 10 years 
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Mr. Sailesh Subedi (Tel No. +977-1-4419910/20) 

sailesh@icranepal.com  
 

Ms. Kushum Bhattrai (Tel No. +977-1-4419910/20) 

kushum@icranepal.com  
 

Relationship contacts   
Ms. Barsha Shrestha (Tel. No. +977-1-4419910/20)  

barsha@icranepal.com  

 
 

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 

 

ICRA Nepal Limited,  

Sunrise Bizz Park, 6th Floor, Dillibazar, Kathmandu, Nepal.  

Phone: +977 1 4419910/20  

Email: info@icranepal.com  

Web: www.icranepal.com 
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ICRA Nepal ratings should not be treated as recommendation to buy, sell or hold the rated debt instruments. The ICRA Nepal ra tings 

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  
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