
 
 

Siddhartha Bank Limited: Ratings placed on watch with negative implications 
 

February 5, 2024 

Summary of rating action 
INSTRUMENT/FACILITY RATED AMOUNT RATING ACTION 

Issuer Rating NA [ICRANP-IR] BBB+@; placed on watch with negative implications 

Subordinated Debenture  NPR 2,500 million [ICRANP] LBBB+@; placed on watch with negative implications 

Subordinated Debenture  NPR 2,163 million [ICRANP] LBBB+@; placed on watch with negative implications 

@ indicates rating Watch with Negative Implications 
 

Rating action 
ICRA Nepal has placed the issuer rating assigned to Siddhartha Bank Limited (SBL) on ‘Watch with Negative Implications’ 
(denoted by @); revised rating is [ICRANP-IR] BBB+@ (pronounced ICRA NP issuer rating triple B plus). Issuers with this 
rating are considered to have moderate degree of safety regarding the timely servicing of financial obligations. Such 
issuers carry moderate 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 issuer 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 ratings assigned to the bank’s subordinated debentures on ‘Watch with Negative  
Implications’ (denoted by @); revised rating is [ICRANP] LBBB+@ (pronounced ICRA NP L triple B plus). Instruments with 
this rating are considered to have moderate degree of safety regarding the timely servicing of financial obligations. Such 
instruments carry moderate credit risk. The sign of + (plus) or – (minus) appended to the rating symbol indicates the 
instrument’s relative position within the rating categories concerned. 
 

Rationale 
The rating watch with negative implications mainly factors the deterioration in SBL’s asset quality profile in recent periods 
with increased non-performing loans (NPLs 2.56% as of mid-January 2024 i.e. H1FY2024 from 1.03% % as of mid-July 
2022, when last rated) and higher delinquency (0+ days overdue ~16% as of mid-January 2024 compared to ~6% as of 
mid-July 2022, when last rated). Rising slippages has lowered the provision cover and weakened the solvency profile (net 
NPLs to net worth ~8.02% as of mid-January 2024), which is likely to supress the bank’s profitability and its ability to 
generate internal capital in the event of sustained rise in NPLs. The possibility of same remains elevated given the ongoing 
difficult operating environment and high leverage across the spectrum of borrowers. ICRA Nepal notes the decline in 
bank’s NPLs at H1FY2024 over Q1FY2024 (mid-October 2023), partly aided by rescheduling/restructuring provisions 
introduced by central bank to manage stressed accounts (decline in NPLs to 2.56% as of mid-January 2024 from 3.44% as 
of mid-October 2023). However, 0+ days overdue remains at similar levels at both dates, hinting at a sustained asset 
quality pressure. Rating concerns also arise from the bank’s low capital cushion (tier-I capital of 9.15% and overall CRAR 
of 11.68% as of mid-January 2024), despite marginal improvement since last rating, which limits the bank’s ability to 
absorb near-term credit shocks.   
 
Nonetheless, the ratings positively factor in the bank’s long track record (operating since 2002), its stable management 
team and strong presence across the country (191 branches as of mid-October 2023). Further, the relatively low credit 
concentration (~14% of credit portfolio among top-20 borrowers/group) and moderate deposit concentration (~17% in 
top-20 customers) remain among the rating positives. Additionally, comfortable liquidity (net liquid assets of ~26% and 
credit to deposit ratio of ~82% as of mid-January 2023) and the relatively lower base rate among the similar-rated peers 
has also been positively factored in the rating action. 
 
Going forward, SBL’s ability to control incremental slippage, improve asset quality and maintain healthy profitability 
remain key rating sensitivities. Further, the bank’s ability to maintain adequate capital position on a sustained basis will 
remain key monitorable. 
 

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


 
 

Key rating drivers 

Credit strengths 
Adequate track record, wide branch network and stable management team – Operating since 2002, SBL has an adequate 
track record of operations and a wide branch network (191 branches across the country as of mid-October 2023) which 
has supported its growth as well as portfolio granularity. The stable and seasoned management team also remain a 
positive. 
 
Lower credit and deposit concentration – Despite some increase since the last rating, SBL’s portfolio granularity 
continues to remain among the best in the class A banking industry. The credit concentration among to 20 borrower 
groups stood at ~14% as of mid-October 2023 (~13% as of mid-July 2022), which remains a cushion against sudden rise 
in delinquency. Similarly, moderate deposit concentration of ~17% among the top-20 customers as of mid-October 2023 
(~15% as of mid-July 2022) also remains a positive from the viewpoint of the stability of funding profile. 
 
Comfortable liquidity and improving base rate – The liquidity position of the bank is comfortable with net liquid assets 
(NLA) of ~26% and credit to deposit (CD) ratio of ~82% as of mid-January 2024. Further, the base rate of the bank is on a 
declining trajectory and is relatively better among the similar rated peers which offers a competitive advantage in 
attracting good borrowers under base-rate-plus lending regime. 
 

Credit challenges 
Deterioration in asset quality – SBL reported deterioration in asset quality with rise in gross NPLs to 3.44% as of mid-
October 2023 compared to 2.01% as of mid-July 2023. Although, the relaxation from the central bank for 
rescheduling/restructuring and recovery efforts of the bank has helped lower NPLs by mid-January 2024 (2.56% as of mid-
January 2024), the company’s ability to sustainably regularise the overdue portfolio will remain essential to improve the 
financial profile over the near term. Asset quality concern also arises from the high delinquency (0+ days overdue ~16% 
as of mid-January 2024; increased from ~10% as of mid-July 2023) and weak solvency (net NPL to net worth of 8.02% as 
of mid-January 2024). Overall 0+ days delinquency of the bank as of mid-January 2024 remains at similar level as mid-
October 2023, hinting at a lingering asset quality stress despite the decline in reported NPLs. 
 
Moderate capitalisation – The tier-I capital for the bank marginally improved 9.15% while the overall CRAR has declined 
to 11.68% as of mid-January 2024. The moderate capitalisation offers limited cushion to absorb the stress on asset quality 
amid the rising delinquencies and industry-wide asset quality stress. Further, the cushion remains minimal in comparison 
the regulatory minimum tier-I of 9.0% and overall CRAR of 11.5% to be maintained by mid-July 2024 (including 
countercyclical buffer of 0.5%). Thin capital cushion over the regulatory minimum and weak internal capital generation 
amid rising credit cost, raises concern on the bank’s ability to withstand the probable credit shocks without breaching the 
regulatory capital guidelines and remain a major rating concern. 
 
Stretched profitability indicators – Although the bank’s net interest margins (NIMs) stood adequate, driving operating 
profitability; the sustained stress on asset quality and rise in credit cost has stretched the net profitability indicators. The 
bank reported return on assets (RoA) of 0.79% and return on equity (RoE) of 8.91% in H1FY2024 compared to 1.15% and 
13.50% respectively in FY2023. Further, the elevated accrued interest receivables have mandated for higher 
appropriation of profits in regulatory reserves and lowered the internal capital generation. The bank’s ability to recover 
the principal/interest overdue and improve the asset quality will remain crucial for incremental profitability and 
capitalisation. 
 
Regulatory risk and difficult operating environment – The banking industry as well as banking sector borrowers have 
been facing stress from H1FY2022, following the roll-back of Covid-relaxations and introduction of stringent regulations 
affecting  fresh credit creation. The incremental regulatory changes have also remained stringent such as higher 
provisioning for group units in case of stress developed in any unit. The borrowing rates for stressed borrowers have 
remained sticky at higher level which has reduced their repayment capability, which along with the ineligibility of many 
borrowers for fresh loans after the implementation of working capital guidelines, could create asset quality stress and 
remains a rating concern across the industry. 
 



 
 

Link to previous rating rationale: 
Issuer and Debenture rating surveillance – December 2022 
 
Analytical approach: For arriving at the ratings, ICRA Nepal has applied its rating methodology as indicated below. 
Links to applicable criteria: 
Bank Rating Methodology 
Issuer Rating Methodology 
 

Company profile 
Siddhartha Bank Limited (SBL) is a class-A commercial bank licensed by NRB and started its operation in December 2002. 
As of mid-October 2023, SBL has presence throughout the country through its 191 networks (186 branches and 5 
extension counters). As of mid-October 2023, SBL has market share of about ~3.7% in terms of deposit base and ~3.9% 
in terms of total advances in Nepalese banking industry (~4.2% share in commercial bank industry deposits and ~4.4% 
share in commercial bank industry advances). 
 
As of mid-July 2023, SBL’s shareholding is divided among the promoter and the public shareholders in the ratio of 51:49. 
The bank is promoted by individuals and private institutions related to the different business houses of Nepal, mainly the 
Kedia Group.  
 
SBL reported a profit after tax of NPR 3,167 million in FY2023 over an asset base of NPR 285,978 million as of mid-July 
2023 (y-o-y growth of ~9%). For 6MFY2023, SBL reported profit after tax of NPR 1,137 million over an asset base of NPR 
287,389 million. As of mid-January 2024, SBL’s CRAR was 11.68% (tier I capital of 9.15%) and gross NPL was 2.56%. 
 

Key financial indicators 

YEAR ENDED 
Mid-July 2021 

(Audited) 
Mid-July 2022 

(Audited) 
Mid-July 2023 

(Audited) 
Mid-January 2024 

(Provisional) 

Net Interest Income – NPR million 14,949 20,678 27,671 13,533 

Profit before tax – NPR million 4,167 4,258 4,565 1,642 

Profit after tax – NPR million 2,855 2,902 3,167 1,137 

Loan and advances – NPR million 165,646 186,051 190,741 198,723 

Total assets – NPR million 228,942 264,327 285,978 287,389 

     

OPERATING RATIOS     

Yield on average advances 9.26% 10.57% 12.72% 11.91% 

Cost of deposits 5.20% 6.53% 8.22% 7.32% 

Net Interest Margin/ATA 2.76% 2.67% 2.97% 2.86% 

Non-interest Income/ATA 0.96% 0.90% 0.69% 0.66% 

Operating Expenses/ATA 1.75% 1.60% 1.57% 1.55% 

Credit Provisions / ATA 0.40% 0.25% 0.43% 0.83% 

PAT / ATA 1.43% 1.18% 1.15% 0.79% 

PAT / Net Worth 15.68% 13.82% 13.50% 8.91% 

Gross NPAs 1.00% 1.07% 2.01% 2.56% 

0+ days delinquencies 5.64% 5.82% 12.99% 16.16% 

     

CAPITALISATION RATIOS     

Capital Adequacy Ratio 13.36% 13.00% 12.47% 11.68% 

Tier I capital 8.52% 9.04% 9.37% 9.15% 

Net NPAs/Net Worth 4.19% 4.10% 7.25% 8.02% 

     

COVERAGE & LIQUIDITY RATIOS     

https://www.icranepal.com/wp-content/uploads/2022/12/A.140-Siddhartha-Bank-Limited.pdf
https://www.icranepal.com/wp-content/uploads/2019/11/BankRatingMethodology08292018.pdf
https://www.icranepal.com/wp-content/uploads/2019/11/IssuerRatingMethodology15042019.pdf


 
 

YEAR ENDED 
Mid-July 2021 

(Audited) 
Mid-July 2022 

(Audited) 
Mid-July 2023 

(Audited) 
Mid-January 2024 

(Provisional) 

Total Liquid Assets/Total Liability 25.71% 26.99% 30.79% 27.80% 

Total Advances/Total Deposits 88.88% 94.15% 82.77% 87.72% 
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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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