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PRESS RELEASE
SUBHA MALIKA TRADING PRIVATE LIMITED
December 2025

Ratings
Instrument/Facilities Amount (NPR Mn) Ratings Rating Action
I 39.86 Upgraded from
Long Term Bank Facilities (enhanced from 18.66) IRN BB IRN B+
I 2,060.14 '
Short Term Bank Facilities (enhanced from 1,088.96) IRN A4 Reaffirmed
Total 2,100.00

Details of facilities are in Annexure 1 below

Infomerics Credit Rating Nepal Limited (Infomerics Nepal) has upgraded the rating assigned to long-
term bank facilities of NPR 39.86 Mn from IRN B+ (Single B Plus) to IRN BB- (Double B Minus) and
reaffirmed IRN A4 (A Four) to the short-term bank facilities of NPR 2,060.14 Mn.

Detailed Rationale

The upgradation in the ratings assigned to the bank facilities of Subha Malika Trading Private Limited
(SMTPL) reflect the company’s strong growth in total operating income, registering a y-o-y increase
of ~67% in FY25, driven by expansion in business operations supported by enhancement in working
capital loan limits. The significant increase in turnover indicates an improved scale of operations and
a wider business footprint. The ratings continue to derive comfort from the experienced promoters
and management team, along with an established procurement and sales network, which are
expected to support revenue performance over the medium term. The company’s revenue profile
remains largely driven by its core product, cooking oil, which benefits from stable demand as a staple
food item in Nepal. Further, the long-standing procurement arrangement with R.M.C. Foods Private
Limited under a long-term agreement provides stability in raw material supply and consistency in
product quality.

However, the ratings remain constrained by the company’s modest operating margin, leveraged
capital structure and stretched liquidity profile. As of mid-July 2025, SMTPL’s gearing ratio stood
elevated at 3.67x, primarily due to higher working capital borrowings undertaken to support the
scale-up in operations. This is further reflected in a stretched total debt to EBITDA of 28.76x,
indicating a modest capitalization profile. The ratings also factor in the stretched liquidity position,
driven by elevated working capital intensity of ~29% in FY25 (FY24: ~27%), largely attributable to
high debtor days, pointing to delays in receivables realization. Going forward, the ability of the
company to sustain revenue growth, improve operating margins, improve working capital
management, and achieve comfortable capitalization and coverage indicators will remain key rating
sensitivities.

Detailed Description of Key Rating Drivers
Key Rating Strengths

Improving revenue trajectory albeit modest operating margin

The company reported strong growth in total operating income, with y-o-y increase of ~67% to NPR
1,720 Mn in FY25, driven by expansion in business operations supported by enhancement in working
capital loan limits. The sharp rise in turnover reflects improved scale of operations and enhanced
business footprint. However, the operating margin moderated to 0.83% in FY25 from 2.18% in FY24
despite higher revenues. In anticipation of rising oil prices linked to the Russia—Ukraine conflict, the
company procured inventory at higher costs; however, prices remained subdued, leading to lower

Tanka Prasad Marg, Baneshwor Height, Kathmandu, Nepal
+977-1-4583304, 4585906; info@infomericsnepal.com; www.infomericsnepal.com


mailto:info@infomericsnepal.com
https://infomericsnepal.com/wp-content/uploads/2025/03/PR-R.M.C.-Foods-Private-Limited.pdf
https://infomericsnepal.com/wp-content/uploads/2025/03/PR-R.M.C.-Foods-Private-Limited.pdf

=0:  Infomerics Credit Rating Nepal Limited

realizations and reduced profitability. While revenue traction remains healthy, the sustainability of
growth and stabilization of margins will remain key monitorable over the medium term as even slight
adverse shocks could materially impact financial metrices.

Stable demand prospects coupled with reliable procurement arrangement

SMTPL derives the majority of its revenue from trading a diverse range of food items, including
cooking oils, rice, soyabadi, sugar, matar, and maize, with cooking oil being the largest contributor.
The demand outlook for SMTPL’s product portfolio is expected to remain stable, given their role as
essential components of Nepal's staple diet and key raw materials for the fast-moving consumer
goods (FMCG) and fast-food sectors. Supporting this stability is the company’s procurement
arrangement, where ~77% of its products are sourced from R.M.C Foods Private Limited (rated IRN
BB-/A4) under a long-term agreement. R.M.C Foods exclusively produces products for SMTPL under
the brand name ‘Gahana’, ensuring consistent product quality and reliable supply.

Key Rating Weaknesses

Leveraged capital albeit improving debt coverage indicators

The company continues to exhibit a leveraged capital structure, with gearing increasing to 3.67x in
FY25 from 3.41x in FY24, primarily on account of higher working capital borrowings undertaken to
support scale-up in operations. Similarly, TOL/TNW though improved still remains stretched at 8.97x
in FY25 (14.90x in FY24) due to elevated sundry creditors. Nevertheless, debt coverage indicators
witnessed improvement, as reflected in interest coverage ratio improving to 2.87x in FY25 from
1.73x in FY24 and DSCR strengthening to 2.40x from 1.54x over the same period, supported by
lower interest expenses, which provides some comfort despite elevated leverage.

Stretched liquidity profile

SMTPL continues to maintain a stretched yet stable liquidity profile, supported by a relatively
consistent working capital intensity of ~29% in FY25 compared to ~27% in FY24. Liquidity metrics
reflect mixed trends, with improvement in average collection period to 125 days in FY25 from 153
days in FY24 and reduction in inventory holding to 34 days from 40 days over the same period.
However, the operating cycle elongated to 85 days in FY25 from 28 days in FY24, primarily due to a
sharp decline in creditor days to 74 days from 164 days in FY24, which exerted some pressure on
liquidity, though overall levels remain manageable.

Fragmented and competitive nature of industry

The food trading industry exhibits a high level of fragmentation, attributed to the presence of
numerous organized and unorganized players, facilitated by low entry barriers and minimal
technology and capital requirements. SMTPL faces intense competition from various stakeholders,
including large-scale collectors, millers, traders, and wholesalers, due to the low differentiation of its
products. In such a competitive landscape, small and medium-sized traders have limited pricing
power over their products. Pricing is primarily dictated by market dynamics, and any market price
below SMTPL's procurement cost directly impacts the company's profitability, highlighting the
vulnerability of its operations to market fluctuations.

Analytical Approach: Standalone

Applicable Criteria:
Corporate Credit Rating Methodology

Past Rating Rationale:
Subha Malika Trading Private Limited: Bank Facilities Rating Assigned
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About the Company:

Incorporated in March 2021 as a proprietor firm, Subha Malika Trading Private Limited (SMTPL)
converted into a private limited company on January 26, 2024. Headquartered in Siddharthanagar-
4, Rupandehi, the company specializes in trading various food items, such as rice, cooking oils,
soyabadi, sugar, matar, and maize, along with other products like soya grits. Its operations are
primarily based in Nepal, sourcing products domestically from locations like Simara and Parsa, as
well as importing from India. Ownership of all shares lies with individual and institutional promoters,
namely Mr. Dipak Bhandari (54%), Bhandari Investment Private Limited (23%) and Shirom
Investment Private Limited (23%) as of mid-July 2025.

Financial Indicators (Consolidated*)

For the year ended* As on Fy22 Fy23 Fy24 Fy25
Audited Audited Audited Unaudited
Total Operating Income (in NPR Mn.) 373 600 1,028 1,720
EBITDA Margin (%) 1.36 1.60 2.18 0.83
Interest Coverage Ratio (x) 1.33 1.17 1.73 2.87
Current Ratio (x) 1.17 1.22 1.09 1.13
Total Debt/EBITDA (x) 6.83 6.21 9.61 28.76
DSCR (x) 1.26 1.15 1.54 2.40
Overall Gearing Ratio (x) 2.95 1.60 3.41 3.67
TOL/TNW (x) 8.67 7.42 14.90 8.97

*Classification as per Infomerics Nepal standards

Earnings before Interest Tax Depreciation Amortization (EBITDA)

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

#FY22-FY23 as a proprietorship firm. FY24 is consolidated figures. FY24 includes the first six
months as a proprietor firm and the last six months as a private limited company.

Annexure:1 Detail of Facilities:

S Type of Amount :
Name of Instruments/ Facilities Facilities (NPR Mn) Ratings
Fund Based Bank Facilities- Hire Purchase Loan Term Loan 23.10 IRN BB-
Funq Based Bank Facilities-Permanent Working Term Loan 16.76% IRN BB-
Capital Loan
Fund Based Bank Facilities-Working Capital Loan Short Term 582.15%* IRN A4
Non-Fund Based Bank Facilities- LC/BG* Short Term 800.00%* IRN A4
Non-Fund Based Bank Facilities- Letter of Credit Short Term 1,027.99 IRN A4
(Proposed)
Total Facilities 2,100.00

#.C/BG = Letter of Credit/ Bank Guarantee
*The combined facilities of ADBL excluding proposed limits at any given point of time should not exceed
NPR 1050.00 Mn, out of which NPR 600.00 Mn belongs to fund-based facilities.
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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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