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Ratings

Instruments/ Facilities Amount (NPR. Mn) Rating Rating Action
Long Term Bank Facilities 454,132 IRN BB- Assigned
Short Term Bank Facilities 155.00 IRN A4 Assigned
Total 609.132

Details of facilities are in Annexure 1 below

Infomerics Credit Rating Nepal Limited (Infomerics Nepal) has assigned the long term rating of IRN BB-
(Double B Minus) to the long term bank facilities of NPR 454.132 Mn and the short term rating of IRN A4
(A Four) to the short term bank facilities of NPR 155.00 Mn.

Detailed Rationale

The rating assigned to the bank facilities of Brajeshwori Industries Private Limited (BIPL) derives comfort
from its experienced promoter/ group- “Brajeshwori Group” having presence in industry for more than two
decades through its trading units. The ratings also take comfort from the pre-established distribution and
marketing network of more than hundreds dealer base all over Nepal, presence of contract manufacturing and
packaging agreement with foreign clients and growing demand in the baby diapers segment. These rating
strengths are partially offset by the risk of stabilization of operation given the competition induced pricing
pressure, leverage capital structure, susceptibility to risk of volatility in input cost & in realization, supplier’s
concentration risk and foreign exchange risk. Hence, the ability of the company to scale up its operation while
improving its capacity utilization and managing its raw material price fluctuation remains crucial. Also, the
company’s ability to strengthen its capitalization and coverage indicators also remains to be seen.

Detailed Description of Key Rating Drivers
Key Rating Strengths

Experienced promoter; Operational synergies arising out of being part of Brajeshwori Group

BIPL is a part of the Brajeshwori group having more than two decades of presence especially in import and
trade segment and also in financial service segment through its co-operative unit. The group’s trading unit,
Brajeshwori trading has primarily been in the business of trading of electronic goods, home appliances since
many decades. Additionally, Brajeshwori Overseas Private Ltd and Brajeshwori International Private Ltd are
also a trading units with sole import and distributorship of “Dulux Paints”, and FMCG products like “Pril”,
“Ujala”, “Henko” “MR White” among others. Expertise of promoters, their strong understanding of market
dynamics and healthy relationship with the suppliers as well as customers is further expected to support the
existing distribution network and credit risk profile of the company.

Established marketing & distribution network

BIPL has completed setting up its manufacturing unit and is already in operation with a reported sales revenue
of NPR ~85 Mn in FY22, first year of operation. BIPL’s pre-established network (promoter’s network created
as a part of their trading business) of more than 100+ distributors, contract manufacturing and packaging
agreement with foreign clients and presence of its own brand name “Nyano” and “Tender Touch” in baby pull
up diaper segment, should continue to support the business risk profile going forward.

Growing demand in baby diaper segment
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The demand prospect of baby diaper industry is growing and dependent on several factors, such as population
growth, urbanization, an increase in disposable income and many more. Also, baby diapers are considered to
a convenient and hygienic option especially to all the working parents and guardians. With this, the baby
diapers market globally is expected to continue growing in the coming years. Also, a considerable volume of
baby diapers is being imported in Nepal, providing an advantageous climate for manufacturers like BIPL, as
demand is higher than the domestic supply with high duty protection to the local manufacturers.

Key Rating Weaknesses

Limited track record of operations

BIPL is a new entrant in the baby diaper industry with a limited operational track record of less than a year.
The reported sales in FY22 was ~NPR 85 Mn, in which it was in operation for ~10 months, which has
improved to ~NPR 190 Mn in 6MFY23. The overall gearing and capitalization ratio remains on higher side
given its high debt funded capex of ~NPR 344 Mn in a debt equity ratio of ~80:20. Nonetheless, these ratios
remained supported by continuous equity infusion by the promoters and are expected to normalize with the
stabilization of operation going forward.

Exposure to supplier concentration risk and forex risk

Company procures/imports majority of its products from the same group of suppliers, exposing the company
to supplier concentration risk, as reflected in the top 10 supplier’s concentration of ~100% as of mid- July
2022. Any supply constrains from these suppliers and change in terms of supply can restrain business risk
profile. However, this is partially mitigated by long standing relationship and availability of alternative
suppliers. Also, for the company like BIPL, which are dependent on the imports and suppliers across the
world, are highly exposed to the risk arising from the volatility in the foreign exchange market.

Increased competitive risk

With fewer manufacturers in baby diaper industry compared to traders, they may face an increased competition
from traders. This would result in less control over pricing with increased struggle towards product
differentiation among competitors. Additionally, this would result in less bargaining power thereby exposing
the players like BIPL to an uncertain competitive risk. Nonetheless, presence of duty protection to the local
manufacturers and contract manufacturing agreement with the customers should provide comfort to some
extent.

Analytical Approach: Standalone

Applicable Criteria:
Corporate Credit Rating Methodology

About the Company:

Brajeshwori Industries Private Limited was incorporated in June 2018 with the purpose of manufacturing baby
pull up diapers. BIPL’s registered office is at Subidhanagar, Kathmandu while its manufacturing plant is
located at Ramgram of Nawalparasi district with an installed capacity of 480 ppm (pcs per minute). BIPL is a
family owned business belonging to Brajeshwori Group, where Mr. Satrughan Prasad Dhakal is the chairman.

Financial Indicators (Standalone)

For the year ended* As on FY_22
Audited

Total Operating Income (in NPR Mn.) 85

EBITDA Margin (%) 111
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Interest Coverage Ratio (X) 0.03
Current Ratio (x) 1.96
Overall Gearing Ratio (x) 2.49

* Classification as per Infomerics Nepal standards

Annexure:1 Detail of Facilities:

Name of Instruments/ Facilities Type of Facilities Amount Rating
(NPR Mn.)

Fund Based Bank Facilities- Term Loan Long Term 254.132 IRN BB-
Fund/ Non Fund Based Bank Facilities- Working Capital Loan | Long /Short Term 355.00* IRN BB-/A4
Fund Based Bank Facilities- Permanent Working Capital Loan Long Term (200.00) IRN BB-
Fund Based Bank Facilities- Working Capital Loan* Short Term (105.00) IRN A4
Non Fund Based Bank Facilities- LC & BG* Short Term (150.00) IRN A4
Total Facilities 609.132

*The combined limit for both funded and non-funded working capital shall not exceed maximum limit of
NPR 355 Mn.
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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

Email: info@infomericsnepal.com

Web: www.infomericsnepal.com
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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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