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Instruments/ Facilities Amount (NPR. Mn) Ratings Rating Action
Short Term Bank Facilities 850.00 IRN A4 Assigned
Total 850.00

Details of facilities are in Annexure 1 below

Infomerics Credit Rating Nepal Limited (Infomerics Nepal) has assigned the short term rating of IRN A4 (A
Four) to the short term bank facilities of NPR 850 Mn.

Detailed Rationale

The rating assigned to the bank facilities of Bhusal Business House Private Limited (BBH) derive strength
from its experienced promoter group supported by proficient management team. The rating also reflects the
improved market position of BBH in the distribution and servicing of New Holland construction and
agriculture equipment and their parts. The company also benefits from its principal’s established product
portfolio and global position in the construction and agriculture equipment industry. These strengths are
partially offset by the limited track record of operation, large working capital requirement as reflected in the
GCA of ~260 days in past two years ended mid-July 2022, exposure to intense competition and cyclicality
inherent in CE! industry. Further the rating also takes a note on the dependency on a single principal resulting
in high concentration in revenues. Going forward, the ability of the company to scale up its operation while
improving its margins, gearing and coverage indicators will remain a key rating sensitivities.

Detailed Description of Key Rating Drivers
Key Rating Strengths

Parentage of experienced promoter group supported by proficient management team

BBH is a part of Bhusal Group and derive its strength from promoters having strong presence in Nepal through
their group entities in trading, manufacturing, hospitality and other services. BBH is led by Mr. Balkrishna
Bhusal, Chairman, having over three decades of experience in trade and industry and Mr. Amrit Bhusal,
Managing Director, having around 8 years of experience in the industry. Further, the promoters are supported
by a team of technically qualified and experienced professionals, leading to a better understanding of the
market dynamics, enabling a sound relationship with the suppliers and customers.

Established brand recognition and improved market presence across the country

BBH has an established presence as authorized dealer for New Holland in construction and agriculture
equipment all over Nepal. The company's well-established brand is further expected to support demand and
aid on product differentiation amidst the competition and price volatility risk. Also, with the promoters’
extensive experience in the related field for over a decade, is further expected to sustain with improved
presence in the Nepalese market. Also with the pre-established common network channel among the group
companies with the presence of two showrooms and more than 25 dealers across all over Nepal is again
expected to boost the operational profile going forward.

Key Rating Weaknesses

! Construction equipment industry
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Limited track record, however backed by established promoter group

BBH has an operational track record of less two years. This however is partially set off by experienced
promoter group especially in trading and manufacturing industries. The group companies within Bhusal group
are already an established company dealing with trading of heavy construction equipment (CEs) like
excavators, backhoe loader, vibrator compactor and agriculture equipment like tractors along with their spare
parts & accessories.

Large working capital requirement

Trading industries are characterised by a highly working capital-intensive industry, as most of the funds are
blocked in the inventories and receivables. The intensive nature of working capital operations of BBH is
reflected in gross current assets (GCAS) of ~260 days in past two years ended mid-July 2022, mainly driven
by the competitive nature of industry necessitating sufficient credit days allowed to the dealers along with
adequate stock backup for smooth business operation. Moderation in inventory levels resulting in
improvement in working capital efficiency will remain key rating sensitivity factor.

Exposure to cyclicality inherent in CE industry and high competition from other players

The construction equipment industry remains inherently cyclical in nature with its revenue susceptible
to change in economic activities, government budget and lending capacity of bank. The CE industry is
highly sensitive to the interest rate and fuel prices. A hike in interest rate increases the costs associated
with the purchase leading to purchase deferral. Fuel prices have a direct impact on the running cost of
the vehicle and any hike in the same would lead to reduced disposable income of the consumers,
influencing the purchase decision. The company thus faces significant risks associated with the
dynamics of the CE industry and remains vulnerable to economic downturn. Also, with the stiff
competition among existing dealership in Nepal and increasing number of new players, the dealers like
BBH are compelled to introduce new schemes and discount coupons in order to sustain in the market.

Linked to the fortunes of New Holland and inherent risk from external factors.

BBH being an authorized dealer of New Holland construction and agriculture equipment, is vulnerable to the
risk of change in policy by the principal with regards to the dealership. Accordingly, the financial risk profile
of the company has a high degree of correlation with the performance of New Holland’s vehicles in the market
and their ability to launch new products as per the market dynamics. Further, BBH, like other players in the
automobile, remains exposed to economic vulnerability, regulatory and legal risks in developing markets such
as evasion of tax rates, fluctuation in prices of fuel, shifting investment & interest to electric vehicles, change
in customer demands etc.

Analytical Approach: Standalone

Applicable Criteria:
Corporate Credit Rating Methodology

About the Company:

Incorporated in August 2020, BBH is an authorized dealer of all Backhoe Loader of CNH? Industrial all over
Nepal. The company is operated under the leadership of Mr. Balkrishna Bhusal, who is also the founder of
Bhusal Group. The Group has exposure in all aspects of trading of agriculture machinery, construction and
heavy equipment of New Holland through its sister concern. BBH is a family owned business promoted by
Mr. Balkrishna Bhusal and Mr. Amrit Bhusal.

2 Case New Holland
Tanka Prasad Marg, Baneshwor Height, Kathmandu, Nepal Contact No. +977-1-4483304, 4485906
Email: info@infomericsnepal.com, Website: www.infomericsnepal.com



mailto:info@infomericsnepal.com
https://infomericsnepal.com/images/methodologi/1657540499.pdf

«0s  Infomerics Credit Rating Nepal 1 imited

[ X N
Infomerics Ratings
Nepdl

Financial Indicators (Standalone)

For the year ended* As on FY_21 FY?Z
Audited Provisional
Total Operating Income (in NPR Mn.) 189 622
EBITDA Margin (%) 4.16 5.79
Interest Coverage Ratio (X) 1.06 1.04
Current Ratio (x) 1.18 1.36
Overall Gearing Ratio (x) 5.40 2.74
* Classification as per Infomerics Nepal standards
Annexure:1 Detail of Facilities:
Name of Instruments/ Facilities Type of Facilities Amount Ratings
(NPR Mn.)
Fund Based Bank Facilities- Overdraft/ Demand Loan Short Term 150.00 IRN A4
Non Fund Based Bank Facilities- LC/BG Short Term 700.00 IRN A4
Total Facilities 850.00

Analyst Contacts

Ms. Grishma Dhungana
Tel No.+977-1-4483304/4485906
grishma.dhungana@infomericsnepal.com

Mr. Dipesh Pote Shrestha
Tel No.+977-1-4483304/4485906
dipesh.shrestha@infomericsnepal.com

Relationship Contact

Mr. Rabin Pudasaini
Tel No.+977-1-4483304/4485906
rabin.pudasaini@infomericsnepal.com

About Infomerics Credit Rating Nepal Limited:

Infomerics Credit Rating Nepal Ltd. is Nepal’s third Credit Rating Agency licensed by the Securities Board
of Nepal (SEBON) on March, 2022. Infomerics Nepal is a subsidiary of Infomerics Valuation and Rating
Private Limited (Infomerics India) which is a SEBI registered and RBI accredited Credit Rating Agency
licensed in 2015. Infomerics Nepal aims to provide investors with objective analysis and evaluation of credit
worthiness of Banks, NBFCs, Large Corporates and Small and Medium Scale Units (SMUS) via its rating and
grading services. Thus, it is playing a key role in serving the financial markets by reducing the information
asymmetry among varied lenders and investors and facilitating borrowers/issuers to various fundraising
opportunities/avenues. Infomerics observes and maintains ethical standards in its activities. For more
information, visit https://infomericsnepal.com/

Infomerics Credit Rating Nepal Limited

Tanka Prasad Marga, Baneshwor Height, Kathmandu
Phone: +977-1-4483304/4485906
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Disclaimer: Ratings assigned by Infomerics Nepal are an opinion on the credit risk of the issue / issuer and not a
recommendation to buy, hold or sell securities. Infomerics Nepal reserves the right to change, suspend or withdraw the
credit ratings at any point in time. Ratings assigned by Infomerics Nepal are opinions on financial statements based on
information provided by the management and information obtained from sources believed by it to be accurate and
reliable. The credit quality ratings are not recommendations to sanction, renew, disburse or recall the concerned bank
facilities or to buy, sell or hold any security. We, however, do not guarantee the accuracy, adequacy or completeness of
any information, which we accepted and presumed to be free from misstatement, whether due to error or fraud. We are
not responsible for any errors or omissions or for the results obtained from the use of such information. Most entities
whose bank facilities/instruments are rated by us have paid a credit rating fee, based on the amount and type of bank
facilities/instruments. In case of partnership/proprietary concerns/Association of Persons (AOPs), the rating assigned
by Infomerics Nepal is based on the capital deployed by the partners/proprietor/ AOPs and the financial strength of the
firm at present. The rating may undergo change in case of withdrawal of capital or the unsecured loans brought in by
the partners/proprietor/ AOPs in addition to the financial performance and other relevant factors
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