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Issuer Rating NA IRN A+ (Is) Assighed

Infomerics Credit Rating Nepal Limited (Infomerics Nepal) has assigned the issuer rating of IRN
A+(Is) [A Plus (Issuer)]. Issuers with this rating are considered to have the adequate degree of
safety regarding timely servicing of financial obligations. Such issuers carry low credit risk.

Detailed Rationale

The rating assigned to Himalayan Life Insurance Limited (HLI) factors in the long operational track
record of its predecessor entities: Prime Life Insurance Company Limited (operating since 2007),
Gurans Life Insurance Company Limited (since 2008), and Union Life Insurance Company Limited
(since 2017) which were amalgamated to form HLI in May 2023. The merger has significantly
strengthened the company’s capital base, thereby enhancing its risk absorption capacity. It has also
led to a notable increase in the company’s asset base, operational scale, and market share,
positioning HLI among the largest life insurers in Nepal. The rating also factors in HLI's experienced
promoter group led by Laxmi Sunrise Bank Limited and group support from renowned “Shanker
Group” coupled with well diverse and experienced management personnel. The rating also considers
strong geographical coverage with 209 branches spread evenly across all provinces of Nepal
bolstering market penetration coupled with adequate reinsurance agreement with low risk retention
of NPR 0.5 Mn/policy alongside catastrophe reinsurance mitigating exposure of HLI towards
significant claims arising from catastrophic events. The rating also factors in HLI's diversified
investment portfolio, which includes strategic equity participation in its 75%-owned subsidiary,
Himalayan Investment Banker Limited—a licensed merchant banker and fund manager. The rating
also takes into consideration HLI's adequate policy holders funds (~NPR 74 Bn as of mid-April 2025)
alongside substantial catastrophic reserves (~NPR 471 Mn as of mid-April 2025) which together offers
adequate financial cushion to policy holders. In addition, the rating also considers adequate solvency
ratio of 3.86x in FY24 against minimum regulatory requirement of 1.3x* set by NIA and healthy post-
merger growth in operations and scale of HLI.

However, these rating strengths are partially offset by declining investment yield (~9.38% in FY24,
vis-a-vis ~8.48% in Q3FY25) owing to backdrop of a low interest rate environment in FY25, driven
by excess liquidity in the Nepalese financial system, affecting all insurance industries across Nepal.
The rating is also constrained by HLI's elevated combined ratio of ~140% in Q3FY25 (~130% in
FY24), driven by a higher loss ratio resulting from a substantial increase in maturity claims (~NPR
4,457 Mn in FY24 vs ~NPR 1,304 Mn in FY23), primarily due to the bulk maturity of endowment
policies issued during the pre-merging company’s early years of operation, which, while significant,
is a natural trend for life insurers with a maturing long term policy portfolio. The rating is further
constrained from intense competition within the industry and uncertainties surrounding changes in
insurance laws and regulations mandated by the Nepal Insurance Authority (NIA), which could impact
profitability-the increase of minimum paid up capital to NPR 5 Bn and requirement to maintain a
complete provision against vested bonus and 50% against future bonuses have created bottleneck
in business operations and continuity.

Going forward, the company’s capability to upscale proportionally while upholding financial metrics,
maintain solvency standards in increased capital base alongside generate adequate profits from its
investment portfolio will remain key rating sensitivities.

1 With introduction of Risk-Based Capital and Solvency Directive, 2022 issued by the Nepal Insurance Authority, the

minimum solvency requirement has been revised to 1.3x, effective from mid-July 2024, reduced from the earlier
threshold of 1.5x
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Detailed Description of Key Rating Drivers
Key Rating Strengths

Limited operating track record post-merger, nevertheless backed by legacy of long-
established predecessor entities and strong promoters

Established on May 8, 2023, through the merger of three existing life insurers—Prime Life Insurance
Company Limited, Gurans Life Insurance Company Limited, and Union Life Insurance Company
Limited—in a 1:1:1 share swap ratio, Himalayan Life Insurance Limited (HLI) is one of the 14 life
insurance companies operating in Nepal. While HLI itself has a limited standalone operating history
of around two years, the merged entities bring with them extensive industry experience. Prime Life
Insurance, incorporated on June 24, 2007, had 16 years of operational history prior to the merger;
Gurans Life Insurance, incorporated in April 2008, had 15 years; and Union Life Insurance,
incorporated on May 7, 2017, contributed six years of experience. The amalgamation of these long-
standing insurers offers HLI significant synergistic advantages and a strong foundation of operational
expertise despite its recent establishment. The rating is further supported due to HLI's experienced
promoter group led by Laxmi Sunrise Bank Limited and group support from renowned “Shanker
Group” coupled with well diverse and experienced board of directors and management personnel led
by Chairman Mr. Sulabh Agrawal and CEO Mr. Manoj Kumar Lal Karn respectively, each having
decades of experience in related field.

Healthy Financial Profile supported by consistent growth in operational metrics

HLI's Total Gross Premium (TGP) grew sharply by ~163% in FY24 to NPR 16,607 Mn from NPR 6,311
Mn in FY23, with Q3FY25 already recording NPR 12,496 Mn indicating sustained momentum. This
surge reflects both the post-merger scale-up and improved market positioning. Renewal Premium
(RP) continues to dominate the product mix, contributing ~84% in FY24 and ~86% in Q3FY25,
highlighting strong policyholder retention and a high continuity ratio, a key credit positive. This has
led to stable operating profit (~92.83% in FY24 vis-a-vis ~87.58% in FY23) indicating the consistent
increase in operating profit. In summary, the profitability of HLI is consistently increasing in upwards
direction with operating profit reaching NPR 1,387 Mn in FY24 from NPR 829 Mn in FY23. The PAT
recorded is NPR 774 Mn in FY24 vis-a-vis NPR 677 Mn in FY23. However, the return on asset has
reduced to 1.09 % in FY24 from 1.54% in FY23 due to lowered investment income/NPE in FY24 from
excess liquidity coupled with lack of proper utilization of larger investment pool post acquisition.

Adequate reinsurance agreement with comfortable solvency ratio

HLI has entered into reinsurance agreements with Nepal Reinsurance Company Limited and
Himalayan Reinsurance Limited, covering all life insurance business underwritten by the company.
The reinsurance structure limits HLI's risk retention to NPR 0.5 Mn per individual policy, which is
relatively conservative compared to peers and provides financial protection, as liabilities exceeding
this threshold are recoverable from reinsurers. Additionally, HLI has secured catastrophe reinsurance
coverage with Himalayan Reinsurance Limited, with a per-event retention of NPR 2.5 Mn. The
availability of catastrophe cover and the low retention levels are credit positives, as they mitigate
liquidity risk and support the maintenance of a sound solvency position. HLI reported a comfortable
solvency ratio of 3.86x in FY2024, significantly above the regulatory minimum of 1.3x, and an
improvement from 3.74x in FY2023, driven by an increase in policyholder reserves.

Adequate policy holder funds and catastrophic reserves

HLI have adequate policyholders’ fund as of FY24 end as indicated by sufficient Life Insurance
Fund/Sum Assured ratio of ~30% for participatory policies. The steady increases in premium has led
to increase in policyholder’s fund with the same reaching ~NPR 74 Bn in Q3FY25 (~NPR 64 Bn at the
end of FY24). Availability of such substantial policyholder fund is crucial for insured as it shields
insured from default risk and ensures adequate financial cushion to them. Moreover, the ever
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increasing catastrophic reserves (~NPR 471 Mn in Q3FY25 vis-a-vis ~NPR 411 Mn in FY24) also
provides substantial coverage to HLI against losses due to catastrophic events.

Robust and well diverse investment portfolio

HLI has maintained a conservative yet gradually diversifying investment strategy, with a dominant
allocation toward fixed deposits (FDs) across various banking tiers. As of Q3FY25, approximately
67.02% of the investment portfolio remained in FDs, albeit declining from 72.84% in FY24 and
75.44% in FY23, reflecting a strategic shift toward higher-yielding instruments amid a low interest
rate environment driven by excess liquidity in the domestic financial system. This reallocation is
evident in the significant increase in equity investments, which rose from NPR 2,041 Mn in FY23
(FY24: NPR 5,665 Mn in FY24) to NPR 10,639 Mn in Q3FY25, now representing 13.86% of the total
portfolio. HLI has also cautiously ventured into alternative asset classes such as mutual funds and
private equity/JV investments, although their share remains modest. Despite the diversification,
commercial bank FDs continue to form a major component (53.80% as of Q3FY25), alongside a
growing share of call accounts for liquidity management. The total investment portfolio registered a
healthy expansion of ~24% in FY24 and ~16% in Q3FY25 over FY24. Investment yield improved
significantly to 8.92% in FY24 from 5.02% in FY23, before moderating to 7.98% in Q3FY25 in line
with the easing interest rate environment. The muted yield in FY23 was largely attributable to the
timing of the merger, which resulted in investment income being earned on a smaller pre-merger
base for most of the year. The rating also factors in HLI's strategic investment in its 75%-owned
subsidiary, Himalayan Investment Banker Limited, a licensed merchant banker and fund manager,
further enhancing portfolio diversity. Profitability and performance of these investments over long
term remains key rating monitorable.

Key Rating Weaknesses

Intense Competition

There is heavy competition in life insurance sectors in Nepal. With issuance of nine licenses of life
insurance businesses in 2017 itself, the number has increased to 18. However, with regulatory
requirement to increase the capital to NPR 5 Billion, companies underwent merger and at present 14
insurance companies are in existence. HLI holds ~10-11% in terms of both Gross Premium Written
(GPW) and Net Premium Written (NPW) as of FY24. With large number of insurance companies in
business and existence of large corporations as result of merger, HLI is expected to face high
competition in bringing in new customers and create a challenge to retain existing customer base.

Heavy combined ratio owing to marked increase in loss ratio

In FY24, HLI reported a sharp increase in gross claims paid, which rose to NPR 6,133 Mn, nearly
three times the FY23 level primarily driven by the expanded policy base following the merger of three
life insurers. Consequently, net claims also grew significantly by ~205% to NPR 5,959 Mn. Partial
maturity claims constituted the largest component (~57%), followed by full maturity claims (~16%),
reflecting anticipated outflows from policy maturities. Additionally, surrender claims increased to
~NPR 1,031 Mn, influenced by prevailing economic pressures that led policyholders to prioritize
liquidity over continued premium payments. While the rise in claims is broadly in line with the
enlarged portfolio, it has resulted in an elevated loss ratio of ~111.10% in FY24, further increasing
to ~122.86% as of Q3FY25. These dynamics contributed to a high combined ratio of ~131% in FY24
and ~140% in Q3FY25, indicating elevated underwriting losses and exerting pressure on profitability.

Impact of regulatory changes on industry structure and operating environment

The players in the life insurance industry have been facing frequent changes in regulatory
environment, especially those related to risk cover and capital requirements. The regulatory board
has mandated all LIC’s to maintain a complete provision of the vested bonus and 50% provision on
future policyholder bonuses. The future bonus provisioning requirement is likely to moderate the
Nepalese LIC’s ability to declare the returns to policy holders as well as shareholders, going forward.
Also, the insurance board has mandated all life insurance companies to maintain minimum paid up
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capital of NPR 5 Bn. The paid up capital of HLI as on Mid-April 2025 is NPR 9,143 Mn. Ability of the
company to ensure the timely completion of right issuance and utilization of the proceeds as
envisaged will remain key monitorable.

Analytical Approach: Standalone

Applicable Criteria:
Issuer Rating Methodology & Insurance Companies Rating Methodology

About the Company:

Himalayan Life Insurance Limited (HLI) was established on May 8, 2023, following the merger of
three existing life insurance companies namely Prime Life Insurance Company Limited (Prime),
Gurans Life Insurance Company Limited (Gurans), and Union Life Insurance Company Limited (Union)
in an equal shareholding ratio of 1:1:1. Post-merger, HLI is one of the 14 licensed life insurers
operating in Nepal. The amalgamation of three mid-sized insurers has positioned HLI as one of the
larger players in the industry with an estimated market share of ~10-11% in terms of both Gross
Premium Written (GPW) and Net Premium Written (NPW) as on FY24. HLI is in operation with 209
branches including 84 branches and 125 sub branches spread evenly across all seven provinces of
Nepal. HLI distributes its policies through 129 corporate agents and more than 163,394 individual
agencies as on Mid-April 2025. HLI has promoter to public shareholding ratio of 51:49. The major
promoters include Laxmi Bank Limited (4.28%), Rajendra Khetan (4.28%), Puja Agrawal Khetan
(4.28%), and Vivek Dugar (3.45%).

Financial Indicators (Standalone)

Amount in NPR Million* FY22 FY23# FY24 ‘ Q3FY25
Prime | Gurans Union HLI Gurans Union HLI

Gross Premium Written 4,749 3,214 7,897 6,311 2,393 6,243 16,607 12,496
Net Premium Earned 4,665 3,147 7,585 6,188 2,350 6,066 16,283 12,183
Income from Investment and Loans 1,901 1,291 1,075 2,977 1,317 1,203 6,174 4,964
Operating Profit 606 370 124 829 339 (15) 1,387 1,335
Profit After Tax 424 231 124 677 146 (15) 774 472
Policy Holder Fund 16,831 11,182 9,747 51,132 13,688 14,292 63,616 74,525
Net Worth 4,243 2,841 2,365 9,845 2,940 2,151 10,524 10,794
lI;';’:Stme”ts including Policy holder 21,741 | 14,743 | 13,336 | 58,852 | 16,404 | 16,593 | 72,926 | 83,412
Total Assets 23,500 15,713 14,352 64,204 17,350 17,678 77,529 88,736
Retention Ratio(%) 98.22 97.93 96.05 98.06 98.22 97.16 98.05 97.50
Combined Ratio(%) 128.98 130.24 112.55 135.68 143.82 120.76 130.74 140.40
Yield on Investment(%) 8.74 8.76 8.06 7.39 8.45 8.04 9.38 8.48
ROTA(%) 1.80 1.47 0.86 1.54 0.88 (0.10) 1.09 0.76
Solvency Ratio (times) 3.95 2.76 1.66 3.74 3.18 1.79 3.86 NA

* Classification as per Infomerics Nepal Standard

# Operating on Standalone basis till 8th May 2023, later operating as combined entity from 9th May 2023

onwards. Gurans and Union merged into Prime to form HLI.
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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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Tanka Prasad Marga, Baneshwor Height, Kathmandu
Phone: +977-1-4583304/4585906

Email: info@infomericsnepal.com

Web: www.infomericsnepal.com

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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