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Ratings 

Instrument/Facilities Amount (NPR Mn) Ratings Rating Action 

Long Term Bank Facilities 
399.76 

(enhanced from 232.82) 
IRN BB- Upgraded from IRN B+ 

Short Term Bank Facilities 
356.90 

(reduced from 451.80) 
IRN A4 Reaffirmed 

Total 756.66   

Details of facilities are in Annexure 1 below 

 

Infomerics Credit Rating Nepal Limited (Infomerics Nepal) has upgraded the rating from IRN B+ 

(Single B Plus) to IRN BB- (Double B Minus) assigned to long-term bank facilities of NPR 399.76 Mn 

and reaffirmed IRN A4 (A Four) to the short-term bank facilities of NPR 356.90 Mn. 

 

Detailed Rationale 

The upgradation in the ratings assigned to the bank facilities of Pragati Textile Industries Private 

Limited (PTIPL) reflects the improvement in its scale of operations, marked by ~25% y-o-y revenue 

growth in FY25, supported by the introduction of new product lines, broader market outreach, and 

improved average realizations. The ratings also factor the company’s improved debt protection 

metrics, with enhancement in both interest coverage and debt service coverage in FY25, indicating 

a healthier financial risk profile. The ratings continue to draw comfort from PTIPL’s established 

operational track record of more than three decades, highlighting its position in the domestic textile 

industry. Further, the extensive experience of the promoters and the presence of an experienced 

management team provide strategic guidance, complemented by a diversified sales network that 

supports revenue visibility over the medium term. 

 

Nonetheless, the ratings remain constrained by the company’s leveraged capital structure, 

notwithstanding the marginal improvement in FY25, driven by lower utilisation of working capital 

borrowings despite an increase in term debt. The liquidity profile also stays stretched, as indicated 

by still-high working capital intensity, which, although moderating to ~43% in FY25 from ~49% in 

FY24, continues to pressure overall financial flexibility. The elevated working capital cycle is mainly 

attributable to sizeable inventory holdings and higher receivable levels. Further, the domestic textile 

sector is characterized by low entry barriers, exposing the company to the risk of new entrants, while 

competitive pressures persist due to the presence of both organized and unorganized regional 

players. Going forward, the company’s ability to sustain revenue growth, maintain stable profitability, 

strengthen working capital management, and uphold comfortable leverage and coverage metrics will 

remain key rating sensitivities. 

 

Detailed Description of Key Rating Drivers 

 

Key Rating Strengths 

 

Improving revenue profile with moderated profitability 

The company’s revenue profile witnessed a healthy improvement in FY25, with Total Operating 

Income (TOI) increasing by ~25% to NPR 704 Mn from NPR 563 Mn in FY24, supported by the 

introduction of new product lines, broader market outreach, and improved average realizations. 

Despite this growth, the operating profitability moderated to ~12.18% in FY25 from ~13.42% in 

FY24, primarily due to elevated raw material costs. Nevertheless, the net profitability showed 
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improvement, with PAT margin improving to ~1.46% in FY25 from a negative ~3.48% in FY24, 

supported by lower interest expenses. 

 

Experienced promoters and seasoned management team in the related field 

The entity benefits from experienced promoters and a seasoned management team with extensive 

expertise in the textile industry and corporate management. Lalit Kumar Lohia is the Chairman of 

Pragati Group with over 40 years of experience in business and corporate management. The key 

managerial team of the company is led by Jitendra Kumar Lohia, the Managing Director, who holds 

over 30 years of experience. The leadership team is well-versed in overseeing operations, driving 

strategic initiatives, and fostering industry partnerships. Their collective experience across diverse 

roles, including factory management and production processes, strengthens the entity's ability to 

navigate industry challenges, capitalize on market opportunities, and sustain operational efficiency. 

 

Positive demand outlook 

The textile industry in Nepal, particularly in shirting, suiting, and knitting fabric manufacturing, 

benefits from several positive factors driving its growth in upcoming years. A steady recovery in 

domestic and export demand, driven by improving consumer preferences and enhanced global trade 

linkages, supports the sector's prospects. Nepal's relatively low labor costs and growing adoption of 

modern manufacturing techniques further enhance cost efficiency and productivity. Additionally, the 

proximity to large markets like India and China offers logistical advantages, while increasing 

awareness of sustainable and eco-friendly practices aligns with global textile trends, opening avenues 

for niche markets. These factors collectively strengthen the industry's outlook, particularly for well-

managed firms. 

 

Key Rating Weaknesses 

 

Leveraged capital structure albeit moderate debt service coverage indicators  

Capital structure albeit high witnessed improvement with gearing declining to 2.81x in FY25 from 

3.05x in FY24, driven by reduced working capital borrowings despite an increase in long-term loans. 

Working capital utilization eased to ~69% as of mid-July 2025 compared to ~85% a year earlier, 

reflecting better liquidity management. Debt coverage indicators strengthened, with Interest 

Coverage Ratio (ICR) improving to 2.53x in FY25 from 1.66x in FY24 and DSCR rising to 2.74x from 

1.66x, aided primarily by lower interest expenses. 

 

Stretched liquidity profile 

The company’s liquidity position remains stretched, as reflected in its high working capital intensity, 

which, despite moderating to ~43% in FY25 from ~49% in FY24, continues to weigh on its financial 

flexibility. The elevated working capital requirement is primarily driven by sizeable inventory levels 

and higher receivables. While the average collection period improved to 61 days in FY25 from 69 

days in FY24, debtor realization remains relatively slow. Similarly, the inventory holding period, 

although reduced to 263 days in FY25 from 332 days in FY24, continues to remain significantly high 

due to inherent nature of textile business. Consequently, the operating cycle, despite moderating to 

259 days in FY25 from 311 days in FY24, remains elongated, highlighting the stretched liquidity 

profile. 

 

Exposure to price fluctuation risk in raw materials 

The Nepalese textile industry faces significant exposure to price fluctuation risk and forex fluctuation 

risk, primarily concerning raw materials sourcing. Raw materials such as cotton, yarns, dyes, and 

chemicals are often imported, exposing manufacturers to currency exchange rate fluctuations. 

Sudden shifts in exchange rates can lead to increased costs for imported materials, impacting profit 

margins and overall competitiveness. Moreover, global market dynamics, such as changes in 

commodity prices and geopolitical factors, can further exacerbate price volatility in raw materials. 
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Highly competitive industry with low entry barriers 

The textile industry in Nepal is characterized by minimal entry barriers, resulting in heightened 

competition from both organized and unorganized players at regional and national levels. The 

absence of significant structural impediments for new entrants intensifies competitive pressures, 

challenging PTIPL’s ability to maintain market share and profitability in an already fragmented 

market. 

 

Analytical Approach: Standalone 

 

Applicable Criteria: 

Corporate Credit Rating Methodology 

 

Past Rating Rationale:   

Pragati Textile Industries Private Limited: Bank Facilities Rating Assigned 

 

About the Company: 

Incorporated in June 1991, Pragati Textile Industries Private Limited (PTIPL) operates its head office 

in Bishalnagar, Kathmandu, and its factory in Sunsari, Nepal. The company specializes in knitting, 

shirting, and suiting products. It sources ~80% of its yarn from Nepalese manufacturers and 

purchases basic chemicals like caustic soda, soda, and salt from local vendors, while specialized 

chemicals are obtained from Indian manufacturers. Ownership of all shares lies with individual 

promoters, namely Mr. Jitendra Kumar Lohia (40.32%), Mr. Lalit Kumar Lohia (30.65%), Mr. Deepak 

Kumar Lohia (19.35%) and Mrs. Madhu Lohia (9.68%). Lalit Kumar Lohia is the Chairman of Pragati 

Group. 

 

Financial Indicators (Standalone) 

For the year ended* As on 
FY22 FY23 FY24 FY25 

Audited Audited Audited Unaudited 

Total Operating Income (in NPR Mn.) 752 665 563 702 

EBITDA Margin (%) 11.06 15.03 13.42 12.18 

Interest Coverage Ratio (x) 3.88 2.83 1.66 2.53 

Current Ratio (x) 0.98 1.00 0.92 1.03 

Total Debt/GCA (years) 8.46 8.22 15.98 8.01 

Overall Gearing Ratio (x) 3.24 3.00 3.05 2.81 

TOL/TNW (x) 4.60 4.29 4.68 4.69 

Working Capital Intensity (%) 39.99 50.89 49.09 42.82 

*Classification as per Infomerics Nepal standards 

Earnings before Interest Tax Depreciation Amortization (EBITDA) 

Total Outside Liabilities/Tangible Net Worth (TOL/TNW) 

 

Annexure:1 Detail of Facilities: 

Name of Instruments/ Facilities 
Type of 

Facilities 

Amount 

(NPR Mn.) 
Ratings 

Fund Based Bank Facilities- Term Loan Term Loan 399.76 IRN BB- 

Fund Based Bank Facilities-Working Capital Loan Short Term 251.50 IRN A4 

Non-Fund Based Bank Facilities- LC/BG* Short Term 105.40 IRN A4 

Total Facilities  756.66  
*Letter of Credit/ Bank Guarantee 
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Relationship Contact 

 

Mr. Rabin Pudasaini 
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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: +977-1-4583304/4585906 

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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