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Syakar Trading Company Private Limited: Long-term rating assigned; 

short-term rating upgraded and removed from ‘Issuer Not Cooperating’ 

category 

February 12, 2024 
 

Summary of rating action 

Instruments* (Amounts in NPR 

million) 

Previously 

rated limits 

Current rated 

limits 
Rating Action 

Long-term loan limits - 2,500 [ICRANP] LBBB; assigned 

Short-term loan limits 9,090 4,107 

[ICRANP] A3+; upgraded from A4+ and 

removed from ‘Issuer Not Cooperating’ 

category 

Total 9,090 6,607  

*There are different loan instruments within the rated loan limits. 

 

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

of Syakar Trading Company Private Limited (Syakar). ICRA Nepal has also upgraded the company’s short-term loan rating 

to [ICRANP] A3+ (pronounced ICRA NP A three plus) from [ICRANP] A4+ (pronounced ICRA NP A four plus). The rating has 

also been removed from ‘Issuer not cooperating’ category. 

 

Rationale 
The ratings mainly factor in the company’s comfortable capitalization profile with reduced gearing of ~0.6 times as of 

mid-July 2023, mainly through internal accruals and working capital releases in recent years. The capitalisation profile 

was also aided by lower working capital loan requirement in line with the major revenue degrowth, as reported during 

FY2023. However, the demand trajectory seems to have stabilised as evident from the marginal revenue growth (~2% 

YoY) reported during 5M FY2024, which remains a positive. Syakar is a part of the established Jyoti Group, that has a 

two-wheeler (2W) assembly unit in the pipeline. This is expected to provide synergetic benefits to Syakar and the 

assembly SPV. The company’s diverse retail presence, its experienced board/management team and its long operational 

track record (since 1976) in the Nepalese automobile dealership industry, also continue to remain the rating positives.   

 

Nonetheless, the ratings remain constrained by the major decline in the company’s operating profit margin (OPM) to 

~9.2% in FY2023, from ~12.1% in FY2021. This, along with high borrowing rates during FY2023, resulted in a material dip 

in interest coverage ratio (ICR) to ~1.9 times in FY2023, from ~4.7 times in FY2021. While the company has reported 

improvements in these indicators during 5MFY2024, sustainability of the same remains to be seen. The ratings are also 

impacted by the company’s long working capital cycle and its generally high dependence on bank borrowings to fund the 

working capital requirements (despite recent improvements in both parameters). The company’s sizeable non-core 

investments, along with the dividend pay-out averaging ~55% in the last two years and periodic sizeable capex/advances 

to sister concerns also impacts its liquidity profile, at times. The ratings are also supressed by the intense industry 

competition from other established brands in the 2W segment, along with Syakar’s sustained high dependence on the 

scooter segment (~66% share in FY2023 revenues). Going forward, sustainability of the recent improvements in the 

company’s profitability, liquidity and debt coverage metrics will remain the key rating sensitivities.  
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Key rating drivers  
 

Credit Strengths 
Comfortable financial profile – The company has been able to lower its debt levels in line with the reduced revenue base 

during FY2023 (~37% decline). Additionally, Syakar also managed to reduce the working capital cycle and hence 

associated debts in recent years, which has led to largely steady total debt to OPBDITA metrics at ~2.5 times for FY2023, 

despite a major drop in OPM. Accordingly, the company reported controlled gearing of ~0.6 times as of mid-July 2023 as 

against ~1.2 times as on mid-July 2021, when last rated. The improvement was also aided by internal accruals in the 

interim.  

 

Long track record and strong market presence – Syakar has been the authorised national dealer for Honda 2Ws, 

passenger vehicles (PVs) and power products since 1976. Over these years, Honda 2Ws has created a strong brand recall 

in Nepal and hence the company has been able to maintain a market leadership position (~32%1 market share in the 2W 

segment from mid-April 2023 to mid-November 2023). At present, Syakar has an established and wide sales network of 

~96 sales outlets (including 16 self-owned showrooms) across the country. 

 

Part of the reputed Jyoti Group which has upcoming 2W assembly plant; experienced board/management – Syakar is 

one of the flagship companies under the renowned Jyoti Group, which has a long and established track record of 

operations across diversified business sectors in Nepal, since 1940s. The long experience of the group/promoters is 

reflected in the cautious marketing practices at Syakar, which remains a key positive. The group is also on verge of 

completing the assembly unit for Honda 2Ws in Nepal through a SPV, which is expected to render synergetic benefits to 

Syakar.  

 

Credit Challenges 
Major moderation in coverage indicator, recent improvements notwithstanding – The company reported a major 

decline in ICR to ~1.9 times for FY2023, from ~4.7 times in FY2021, mainly on account of the high borrowing rates during 

the year. The impact was further accentuated by the reduced scalability and OPM (~9.2% for FY2023 against ~12.1% for 

FY2021). However, with the substantial reduction in bank loans towards the fourth quarter of FY2023, declining 

borrowing rates and revised pricing induced OPM refinement during 5MFY2024 led to marked improvement in ICR to 5.7 

times for the period. Incremental trajectory in the company debt servicing/coverage metrics will remain a key 

monitorable. 

 

Periodic liquidity pressures amid long working capital cycle, sizeable dividend pay-out and lumpy capex – The 

company’s working capital intensity (net working capital to operating income ratio – NWC/OI) also continues to remain 

high at ~32% as on mid-July 2023 (despite moderating from ~37% as on mid-July 2021). Despite major moderations 

compared to FY2021 levels, Syakar’s dividend payout still remains higher (average of ~55% in last two years ending mid-

July 2023, moderating from ~293% of FY2020’s net profits being distributed in FY2021). Additionally, the periodic sizeable 

capex (moistly land for go-down/showrooms) and investments/advances to sister concerns have resulted in high 

utilization of drawing power (~92% as on mid-October 2023, which improved to ~70% as on December end 2023). 

Sustainability of the recent improvements in liquidity profile will remain a major monitorable. Further, any major 

dividend withdrawals impacting its financial profile would have a bearing on the rating level. Any large non-core 

investments/ financial support or advances to group companies could also have a bearing over the assigned ratings. 

 

Intense competition and high dependence on a single product – The company faces stiff competition from the 

dealerships of other established players in the 2W segment like Bajaj, Yamaha and TVS, as well as from an increasing 

 
1 As available from the management, industry data was not available. 
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number of newer entrants (including the growing electric 2W brands). At the same time, Syakar’s product concentration 

risk is also high with the sales of its popular segment- Scooter accounting for ~66% of total revenues in FY2023 (increased 

from ~58% of total revenue in FY2021). Additionally, within the scooter segment, the company remains highly reliant on 

single model i.e. Dio, which further elevates these concerns. 

 

Link to previous detailed rating rationale:  

Rationale_Syakar Trading Company_BLR Surveillance May-2022 

 

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

Link to the applicable criteria:    

Corporate Credit Rating Methodology  

 

About the company   
Established in 1976 as a private firm with the business being taken over in 2011 by establishing a private limited company, 

Syakar Trading Company Private Limited (Syakar) is the authorized distributor of Honda 2Ws, Honda PVs and Honda 

power products in Nepal. Syakar’s registered office is in Jyoti Bhawan, Kantipath, Kathmandu and it currently has 16 sales 

showrooms of its own and dealership network of 80 dealers. As of now, the company’s shares are held equally by two 

members of the Jyoti family viz. Mr. Saurabh Jyoti (Chairman) and Mr. Suhrid Jyoti (Vice-chairman). 

 

Key financial indicators 

  
FY2020 

(Audited) 

FY2021 

(Audited) 

FY2022 

(Audited) 

FY2023 

(Audited) 

5MFY2024 

(Provisional) 

Operating income (OI; revenues in NPR 

million)  
11,467 13,429 15,357 9,718 4,958 

OPBDITA/OI (%) 9.9% 12.1% 12.4% 9.2% 12.4% 

Total debt/Tangible net worth (TNW; times) 1.0 1.2 1.2 0.6 0.4 

Total outside liabilities/TNW (times) 1.3 1.5 1.5 0.9 0.6 

Total debt/OPBDITA (times) 3.9 2.6 2.4 2.5 1.3 

Interest coverage (times) 2.1 4.7 4.3 1.9 5.7 

DSCR (times) 2.2 4.2 3.7 2.0 5.0 

Net working capital/OI (%) 48% 37% 34% 32% 26% 

Source: Company data 

 

Analyst Contacts  
Mr. Rajib Maharjan (Tel No. +977-1-4519910/20) 
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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   
 

ICRA Nepal Limited 

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

Phone: +977-1-4519910/20 

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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