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Instruments/ Facilities Amount (NPR Mn) Rating Rating Action 

Issuer Rating  NA IRN BBB- (Is) Assigned 

 

Infomerics Credit Rating Nepal Limited (Infomerics Nepal) has assigned the issuer rating of IRN BBB- 

(Is) [Triple B Minus (Issuer)]. Issuers with this rating are considered to have the moderate risk of 

default regarding timely servicing of financial obligations. Such issuers carry moderate credit risk. 

 

Detailed Rationale 

The rating assigned to Hulas Finserv Hire Purchase Limited (HFSL) factors in long track record of 

operations (since 2012) coupled with strong and experienced promoters group namely Golchha group 

and majority parentage (85% of shareholding as on mid-July 2024) of M/S Hansraj Hulaschand and 

Company Private Limited, a sole authorized dealer of Bajaj bikes providing competitive advantage to 

HFSL. The relationship of HFSL with its parent company facilitates integrated value creation and 

synergy among both companies enhancing financial and operational sustainability. The rating also 

take positive note of company’s comfortable gearing ratio of 1.55x as on FY24 end and 1.17x as on 

FY23 end against the regulatory cap of 10x providing the company with further opportunity for 

expansion of business. The rating also takes note of growth in loan portfolio (~32% growth in FY24 

over FY23) and debt portfolio (~39% growth in FY24 over FY23) alongside growth in customer base 

resulting in accentuation of Tangible Net Worth (NPR 1,297 Mn in Q1FY25 vis-à-vis NPR 1,191 Mn in 

FY23) and increase in profit (NPR 100 Mn in FY24 vis-à-vis NPR 9 Mn in FY23). The rating also takes 

positive note of company’s penetration into low value mobile and electronic segment (Samsung) 

(Mobile segment forms ~23% of total portfolio) thereby reducing the average ticket size to NPR 

77,863 in FY24 from NPR 115,951 in FY23, ultimately increasing the granularity of portfolio. HFSL’s 

diverse product offerings, presence across all seven provinces of Nepal, and secure lending model 

further support its risk profile and business growth. 

 

However, these rating strengths are constrained by modest albeit improving asset quality wherein, 

the Gross Non-Performing Loans (Delay > 180 days) stood at reached 5.75% as of mid-July 2024 

albeit improving from 7.11% in FY23 (3.08% in FY22). The modest non-performing loans profile 

correlates with industry wide economic downturn and negative heirlooms arising from increasing 

GNPL across the entire banking industry of Nepal. The rating is further constrained by volatile financial 

profile as indicated by fluctuating profits (NPR 100 Mn in FY24 vis-à-vis NPR 9 Mn in FY23 and NPR 

150 Mn in FY22) and asset profile (NPR 3,333 Mn in FY24 vis-à-vis NPR 2,524 Mn in FY23 and NPR 

3588 Mn in FY22). The resulting fluctuations albeit being attributable to ban on imports of luxury 

items by government on account of depleting foreign currency reserve shows the inherent uncertainty 

in NBFC businesses and is a rating concern. Further, the limited regulatory oversight for the sector 

and tough competition from BFI’s who also target similar customers and restriction on accepting 

deposits from customers creates strategic challenge to NBFC’s like HFSL. 

 

Going forward, the company’s ability to expand the business operations by maintaining the 

granularity, reducing asset slippages in portfolio and efficiently utilize its IPO proceeds for further 

expanding the businesses while managing its gearing ratio will remain key rating sensitivities. 

 

Detailed Description of Key Rating Drivers 

 

Key Rating Strengths 
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Long track record of operations and strong promoter profile with well-seasoned 

management team 

Established in 2012 AD, HFSL boasts over a decade of operational history, making it one of the oldest 

Non-Banking Finance Company (NBFC) in Nepal. Similarly, HFSL have strong group support of 

“Golchha Group”, the oldest business group in Nepalese Industry. M/S Hansraj Hulaschand and 

Company Private Limited, its parent company (85% shareholding as on Mid-July 2024) a sole 

authorized dealer of Bajaj bikes provides further competitive advantage to HFSL. The relationship of 

HFSL with its parent company facilitates integrated value creation and synergy among both 

companies enhancing financial and operational sustainability and is a rating positive. BOD is chaired 

by Mr. Shekher Golchha, business entrepreneur having experience of well over 25 years. He is well 

supported by other directors and management personnel. The management team is led by Mr. Samir 

Kumar Thakur, General Manager who have over 15 years of experience.  

 

Adequate gearing ratio and coverage indicators 

HFSL's financial profile is marked by a robust capital structure, with an overall gearing ratio of 1.55x 

as of mid-July 2024, well below the regulatory cap of 10x. This provides ample headroom for the 

company to expand its loan portfolio while remaining within regulatory limits. The company's Tangible 

Net Worth (TNW) has demonstrated a consistent upward trajectory, reaching NPR 800 Mn, supported 

by continuous capital infusion and the retention of earned profits. Additionally, regulatory 

requirements mandating the allocation of 20% of profits to reserves have further bolstered TNW. 

HFSL's interest coverage ratio, adjusted for provisions and write-offs, improved significantly to 2.03x 

in FY24, compared to 1.11x in FY23 and 1.73x in FY22.  

 

Granular and diversified loan portfolio  

HFSL provides loan financing across five different sectors viz. two wheelers, three wheelers, four 

wheelers, home appliances and mobile devices with the loan asset diversified across these sectors. 

The loan portfolio is more concentrated towards two wheelers and four wheelers segments with both 

of these accounting for ~68% of portfolio in FY24. With increase in mobile sector financing (~23% 

of loan portfolio), the portfolio has become further granular as evident by average ticket size dropping 

from NPR 115,951 in FY23 to NPR 77,863 in FY24. The increase in granularity coupled with further 

diversification of loan portfolio have reduced the business risk. 

 

Key Rating Weaknesses 

 

Modest albeit improving asset quality 

A significant portion of HFSL’s loans falls within the 0 to 30 days’ delinquency range, accounting for 

~56% in FY22, ~61% in FY23 and ~83% in FY24. Additionally, there has been a gradual 

improvement in the 90+ days delinquencies, with the rate decreasing to 10.89% in FY24 from 

21.81% in FY23 and 20.14% in FY22. This positive trend in reducing delinquencies over the past 

three years suggests an enhancement in the borrower profile, which offers some level of comfort. 

Gross Non Performing Loans stood at 5.75% in FY24 down from 7.11% in FY23. Also, the NPA 

improved to 1.44% in FY24 down from 3.22% in FY23. The provision coverage indicators during FY24 

improved to 76.12% in FY24 from 56.55% in FY23. Going forward, the ability of management to 

upscale its loan portfolio while managing its asset slippages remains key rating sensitivity. 

 

Volatile operational indicators coupled with modest scope for scalability  

HFSL's operational indicators have exhibited volatility over the years, reflecting broader economic 

conditions. Net loan assets peaked at NPR 3,719 Mn in FY21 before declining to NPR 3,588 Mn in 

FY22 and further to NPR 2,524 Mn in FY23, impacted by economic slowdown and liquidity challenges. 

However, with economic recovery, net loan assets rebounded to NPR 3,333 Mn in FY24. Borrowings 

also decreased from NPR 2,798 Mn in FY20 to NPR 1,935 Mn in FY24, mirroring a decline in total 

assets under management from NPR 4,065 Mn in FY21 to NPR 3,552 Mn in FY24.The period of FY22-

23 marked significant declines across operational metrics, correlating with the economic slowdown, 
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while FY24 saw a recovery aligned with improving macroeconomic conditions. The competitive 

landscape remains challenging for NBFCs like HFSL due to their reliance on BFIs for financing, 

resulting in higher interest rates and exposure to relatively lower-credit-profile borrowers. However, 

the reducing share of hire purchase loans within BFIs’ portfolios (3.26% in FY23 vs. 3.34% in FY22 

and 3.85% in FY21) and the higher Loan-to-Value (LTV) ratio permitted for NBFCs compared to BFIs 

provide a competitive edge to players like HFSL. These dynamics underscore HFSL’s ability to 

navigate market challenges while leveraging regulatory advantages in the hire purchase segment. 

 

Emerging Risk and Liquidity management practices coupled with limited Regulatory 

Oversight  

HFSL and other hire purchase businesses are licensed and subject to regulation by Nepal Rastra 

Bank. Even though the hire purchase companies have risker profile than banks and other financial 

institutions, they are comparatively less regulated than their counterparts, particularly in areas that 

are crucial to these NBFCs, such as the recognition of bad debts, the provisioning for bad debts, the 

maintenance of the capital adequacy ratio, Asset-Liability maturity assessment and other risk and 

liquidity management procedures. Any significant changes to the current regulatory framework by 

the regulatory body is expected to have an impact on the performance of hire purchase companies 

going forward. 

 

Analytical Approach: Standalone 

 

Applicable Criteria: 

Issuer Rating Methodology 

 

About the Company: 

Hulas Finserv Hire Purchase Limited (HFHPL), part of the Golchha Group, has been operating as a 

hire purchase financing institution since its establishment in 2012, initially under the name Hulas 

Investment Private Limited. The company underwent a series of name changes, becoming Hulas Fin 

Serve Limited in 2021 and adopting its current name in November 2023 to comply with updated 

Nepal Rastra Bank (NRB) regulations. HFHPL operates under NRB's broad guidelines and benefits 

from its association with the Golchha Group, a prominent group with over eight decades of 

experience across manufacturing and trading sectors in Nepal. The company is primarily promoted 

by Hansraj Hulaschand and Company Private Limited, which holds an 85% stake and serves as the 

sole authorized dealer of Bajaj Bikes in Nepal. The remaining 15% is owned by six other 

shareholders, including Hulas Auto Craft Private Limited, an assembler of Bajaj two-wheelers and 

three-wheelers, and Him Electronics Private Limited, the authorized distributor of Samsung 

electronics and appliances. The company is managed by Mr. Shekhar Golchha as its Managing 

Director. 

 

Financial Indicators (Standalone)  

 

For the year ended* As on 
FY22 FY23 FY24 Q1FY25 

Audited Unaudited 

Total Operating Income (NPR Mn) 521 488 532 193 

Profit After Tax (NPR Mn) 149 9 100 50 

Net Worth (NPR Mn) 1,198 1,191 1,247 1,297 

Total Managed Portfolio (NPR Mn) 3,588 2,524 3,333 4,065 

Total Debt (NPR Mn) 2,428 1,387 1,935 2,720 

Gearing Ratio 2.03 1.17 1.55 2.10 

Interest Coverage Ratio 1.73 1.11 2.03 2.50 

Gross NPL (%)** 3.08 7.11 5.75 NA 

Net NPL (%)** 1.52 3.22 1.44 NA 

90+ days delinquencies 20.33 22.56 11.31 NA 
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For the year ended* As on 
FY22 FY23 FY24 Q1FY25 

Audited Unaudited 

Return on Managed Assets (%) 3.99 0.30 3.48 5.56 

* Classification as per Infomerics Nepal Standards 

** In case any loans are delayed by more than 6 months, entire outstanding loan is classified 

under non-performing loans 
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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/ 
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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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