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“Monthly Technical Analysis”

Monthly Nepse Summary
This Month NEPSE made volatility of 130.64 points. NEPSE made a high of 1285.50 and low of 1147.67
within a Month. Index opened at 1154.86 points and closed at 1263.38 points with the gain of 108.52
points (9.4%).

Exponential Moving Average:
We have used EMA's of 5 days' time period (Green line), 20 days' time period (red line). At present,
NEPSE Index is above 20 days EMA and below 5 days EMA indicating bullish trend. 5 days EMA cut 20
days EMF from above indicates possibility of start of short term down trend (i.e correction).

Relative Strength Index:

The relative strength index (RSI) is a momentum indicator that measures the magnitude of recent price
changes to evaluate overbought or oversold conditions in the price of a stock or other asset. The RSI is
displayed as an oscillator (a line graph that moves between two extremes) and can have a reading from 0
to 100.
Relative Strength Index is currently at 80 (Over Brought zone).

This Month market statistics:
Index Open-1154.86 points
Index High- 1285.50

points

Index closed-1263.38 points
Index low- 1147.67 points

Fibonacci Retracement Method:
A Fibonacci retracement is a popular tool that traders can use to identify support and resistance levels,
and place stop-loss orders or target prices. A Fibonacci retracement is created by taking two extreme
points on a stock chart and dividing the vertical distance by the key Fibonacci ratios of 23.6%, 38.2%,
50%, 61.8%, and 100%.
Support and resistance level for according to Fibonacci Retracement Method:
1st Resistance-1350.66 point
2nd Resistance-1441.14 point

1st support-1264.51 point
2nd support-1240.67 point

Monthly Nepse Summary ( 17-Dec-2019 To 14-Jan-2020 )
Change in %
S.

Traded

Share Traded Amount(In as compared

N

Particulars

Units ('000)

Millions)

to last month

1

Turnover

46,656.90

14,497.02

82.91

2

Hotels

775.15

231.60

232.90

3

Manufacturing And Processing

1,754.53

1,017.86

171.84

4

Finance

1,378.10

185.15

170.77

5

Tradings

111.89

206.06

165.68

6

Life Insurance

2,484.42

1,419.09

130.89

7

Microfinance

4,361.27

2,730.77

98.81

8

Non-Life Insurance

2,392.40

987.47

73.19

9

Development Banks

4,048.32

732.21

71.00

10

Others

839.20

590.59

463.86

11

Commercial Banks

16,891.82

4,883.67

55.11

12

Hydro Power

4,329.51

685.65

54.66

13

Promotor Shares

4,846.62

649.45

1.68

14

Preference Shares

0.10

0.06

-

15

Debentures

16

Mutual Fund

161.23

158.20

-

2,282.36

19.21

34.90

1,610,689.38

9.87

813,204.27

8.18

225,696.30

2.90

Total Number of Listed Securities
17

in current month

18

Market Capitalization

4,619,003.32

Market Capitalization of Sensitive
19

index
Total Paid up value of Sensitive

20

index

S.N

Particulars

Index

% change

1

NEPSE Index High

1,270.87

8.38

2

NEPSE Index Low

1,149.65

3.65

3

NEPSE Index Closing

1,263.38

9.47

4

NEPSE Sensitive Index High

276.29

8.06

5

NEPSE Sensitive Index Low

251.59

2.75

6

NEPSE Sensitive Index Closing

274.29

8.19

7

NEPSE Float Index High

93.38

7.05

8

NEPSE Float Index Low

85.63

3.82

9

NEPSE Float Index Closing

89.35

3.92

Top Ten Stock by Turnover
S.N. Name of the Security

Symbol

Amount Traded (Rs. In Million)

1

Shivam Cements Ltd

SHIVM

690.43

2

Nepal Life Insurance Co. Ltd.

NLIC

662.40

3

Nepal Bank Limited

NBL

579.88

4

NMB Bank Limited

NMB

554.73

5

NIC Asia Bank Ltd.

NICA

539.69

6

Machhapuchhre Bank Limited

MBL

394.93

7

Citizen Investment Trust

CIT

393.47

8

Himalayan Distillery Limited

HDL

321.60

9

Nabil Bank Limited

NABIL

10

Deprosc Laghubitta Bittiya Sanstha Limited DDBL

318.73
318.69

Top Ten Stock by Market Capitalization
S.N. Security Name

Symbol Capitalization (Rs. In Million)

1

Nepal Doorsanchar Comapany Limited

NTC

96,750.00

2

Nabil Bank Limited

NABIL

73,623.24

3

Nepal Investment Bank Limited

NIB

57,595.34

4

Nepal Life Insurance Co. Ltd.

NLIC

54,961.61

5

Everest Bank Limited

EBL

50,232.11

6

NMB Bank Limited

NMB

50,084.04

7

Himalayan Bank Limited

HBL

47,883.84

8

Standard Chartered Bank Limited

SCB

46,946.98

9

NIC Asia Bank Ltd.

NICA

43,049.19

10

Agriculture Development Bank Limited ADBL

36,123.42

Top Ten Stock by Transaction
S.N. Security Name

Symbol Number of Trades

1

Shivam Cement Ltd

SHIVM

7,255.00

2

Nepal Life Insurance Co. Ltd.

NLIC

5,982.00

3

NMB Bank Limited

NMB

5,981.00

4

Rasuwagadhi Hydro Power Company Ltd

RHPL

4,638.00

5

Sanjen Jalavidhyut Company Ltd

SJCL

4,163.00

6

NIC Asia Bank Ltd.

NICA

3,874.00

7

Grameen Bikas Laghubitta Bittiya Sanstha Ltd. GBLBS

3,488.00

8

Nepal Bank Limited

NBL

3,481.00

9

Upper Tamakoshi Hydropower Ltd

UPPER

3,048.00

10

Nepal Credit And Commercial Bank Limited

NCCB

2,862.00

Top Ten Stock by Shares Traded
S .N. Security Name

Symbol Number of Shares

1

Nepal Bank Limited

NBL

1,939.00

2

Machhapuchhre Bank Limited

MBL

1,774.00

3

NMB Bank Limited

NMB

1,553.00

4

Shivam Cement Ltd

SHIVM

1,491.00

5

NIC Asia Bank Ltd.

NICA

1,253.00

6

Prabhu Bank Limited

PRVU

1,232.00

7

Nepal Credit And Commercial Bank Limited NCCB

1,204.00

8

Deva Bikas Bank Limited

DBBL

901.00

9

Kumari Bank Limited

KBL

861.00

10

Prime Commercial Bank Ltd.

PCBL

767.00

Shares Listed in current month
S.N

Name

Listing unit

Type of listing

Listing date

1

Bank of Kathmandu Ltd.

4,837,860.00 Bonus Share

2076/09/02

2

Surya Life Insurance Company Ltd.

8,874,096.00 Right Share

2076/09/02

3

NIC Asia Bank Ltd.

8,834,228.70 Bonus Share

2076/09/02

4

Best finance Company Ltd.

188,980.00 Right Share

2076/08/30

5

Womi Microfinance Bittiya Sanstha Ltd.

1,010,880.00 Right Share

2076/08/30

6

Kamana Sewa Bikas Bank Ltd.

375,398.33 Bonus Share

2076/09/07

7

Everest Bank Ltd.

400,000.00 Odinary share

2076/09/07

8

Citizens Bank International Ltd.

2,511,319.43 Bonus Share

2076/09/11

9

Kumari Bank Ltd.

8,685,573.13 Bonus share

2076/09/11

10

10% Himalayan Bank Debenture

2,569,104.00 Debenture issue

2076/09/13

11

10.25% NIC Asia Debenture2083/84

1,943,698.00 Debenture issue

2076/08/05

12

Womi Microfinance Bittiya Sanstha Limited

13

Api Power Company Ltd.

14

Global IME Bank Ltd.

15

National Life Insurance Company Ltd.

5,04,000

Merged

2076/09/17

567,000.00 Bonus Share

2076/09/22

13,306,557.79 Bonus Share

2076/09/22

751,860.13 Bonus Share

2076/09/22

57,600.00

2076/09/23

Janautthan Samudayik Laghubitta Bittaya
16

Sanstha

17

Sunrise first mutual fund

Bonus Share

86,000,000.00 Initial Public Offering 2076/09/23

“Overview of Economy of Japan”
Overview of Economy of Japan
Japan is an island country located in East Asia. Japan is among the most densely populated and urbanized
countries in the world, with over 90% of its population living in urban areas. The largest of these is the
metropolitan area centered on the capital city of Tokyo, which is the most populous in the world and
home to more than 38 million people. Japan itself is the world's eleventh most populous country with a
population of 126.2 million.
Following World War II, Japan experienced record economic growth, recovering from the war to become
the world's second-largest economy by 1980. Today, Japan's economy is the world's third-largest by
nominal GDP after the United States and China, and fourth-largest by purchasing power parity after the
United States, China and India. It is also the fourth-largest importer and exporter and a global leader in
the automotive and electronics industries. Japan is ranked "very high" on the Human Development Index;
its population enjoys high levels of education and the second-highest life expectancy in the world, though
it currently is experiencing a projected decline due to low birth rates.
Japan has a large industrial capacity, and is home to some of the largest and most technologically
advanced producers of motor vehicles, electronics, machine tools, steel and nonferrous metals, ships,
chemical substances, textiles, and processed foods. Since, approximately two-thirds of the country's
terrain is mountainous and heavily forested housing in Japan is characterized by limited land supply in
urban areas and less than one-eighth of land is suitable for agriculture. Agricultural businesses in Japan
cultivate 13 percent of Japan's land, and Japan accounts for nearly 15 percent of the global fish catch,
second only to China. As of 2016, Japan's labor force consisted of some 65.9 million workers and has a
low unemployment rate of around four percent.
Japan ranks 34th of 190 countries in the 2018 ease of doing business index and has one of the smallest tax
revenues of the developed world. The Japanese variant of capitalism has many distinct features: keiretsu
enterprises are influential, and lifetime employment and seniority-based career advancement are relatively
common in the Japanese work environment. Japanese companies are known for management methods
like "The Toyota Way"- which consists of principles in two key areas: continuous improvement, and
respect for people; and shareholder activism is rare.
Japan's top global brands include Toyota, Honda, Canon, Nissan, Sony, Mitsubishi UFJ (MUFG),
Panasonic, Uniqlo, Lexus, Subaru, Nintendo, Bridgestone, Mazda and Suzuki. Japan also has a large

cooperative sector, with three of the ten largest cooperatives in the world located in Japan, including the
largest consumer cooperative and the largest agricultural cooperative in the world.
Recent Economic Condition
Japan’s growth slowed to a crawl in the three months that ended in September. Japan’s economy grew at
an annualized rate of 0.2 percent in the third quarter, according to data released by the country’s Cabinet
Office. The results were below the expectations of economists, who had predicted that growth would
slow, but less quickly. There were sharp declines in the production of vehicles, iron, steel, and nonferrous
metals and machinery.
Reasons for Slow Growth in Economy
The problem for the country remains how to deal with an enormous fall in exports created by slowing
global growth and the spillover effects of the trade war between the United States and China. Exports
from Japan have dropped since last December, dropping more than 5 percent in September alone. Much
of that pain has come from China. The country is a major purchaser of Japanese machinery and
components, which it uses to assemble finished goods to sell to the rest of the world. But demand for
Chinese-made products has fallen leaving a smaller market for Japan’s industrial goods.
The rippling effect of United States-China trade conflict has strengthened the yen against the dollar,
making matters even worse for stressed Japanese firms, which have seen their profits shrink as the prices
of their goods and services has increased abroad.
At home, relatively strong domestic consumption and business investment have sustained growth. Retail
sales were up 2 percent from a year earlier, the steepest increase since October of last year. Consumers
rushed to purchase big-ticket items, a phenomenon known as front-loading, ahead of an October tax
increase on most goods and services from 8 percent to 10 percent. While any acceleration in spending is
welcome, the danger is that by front-loading spending, households will likely end up spending far less in
the months following the tax increase, thereby leading to a slowdown in economic activity making
matters even worse.
The biggest problem of all was demographics: low birthrates coupled with rising longevity rates. It also
caused a spike in the “dependency ratio,” from 43.3% in 1992 to 67.55% in 2018. This means that they
are roughly 68 dependents (people less than15 or older than 64) for every 100 people of working age (1564), creating “crumbling” population pyramid. This is Japan’s biggest problem because the crumbling
population pyramid shrunk the country’s labor force and diminished its potential productivity.

There are two fundamental aspects behind Japan’s aging population. One aspect is the increase in the
proportion of the elderly in the total population. The other is the slower growth of the population, arising
directly from the declining fertility rate. The former affects Japan’s economic performance by increasing
the social security burden and benefits. The latter has a direct impact on economic growth by reducing the
labor force, which is a major factor in production.
The decline in Japan’s fertility rate has been attributed to several factors such as changing lifestyles,
people marrying later in life or not marrying at all and the economic insecurity of younger generation.
Increasing life expectancy is another driving force behind the aging trend. Fifty years ago, life expectancy
at birth was about 72 years; it has since climbed to 84 years.
The causal effect of aging is leaving its mark on the macro economy of Japan, especially the labor force
and capital accumulation. Due to the nation’s aging and shrinking population, there is an increased need
to address the labor shortage. People eventually retire and leave the workforce as they start aging, and at
present, there are not enough young people in Japan to fill this vacuum owing to the decline in the fertility
rate as well.

Moves to Address the Issue
The government has estimated that the damage to economic growth will be less than half a percentage
point — less severe than that caused by the previous increase in 2014, which incited a short recession.
And policymakers have tried to dull that impact by offering incentives on the purchases of houses and
cars and offering up to 5 percent refunds on certain purchases made with electronic payment systems —
part of the country’s efforts to move its consumers away from cash.
Tourism in Japan has been growing rapidly in recent years, and with the Olympics set to take place in
Tokyo in 2020, tourism is of increasing importance in the Japanese economy. In 2011, for example, there
were only about 6.2 million overseas visitors to Japan, but by 2018, that number rose to over 31 million.
The government hopes that the total number of visitors will exceed 40 million in 2020.
The government should pursue structural and labor reforms, which will aim at increasing the nation’s
productivity despite the declining labor force supply. Prime Minister Shinzo Abe is currently pursuing
such a path called “Womenomics,” where companies are pressured and given incentives to hire more

women and give more leadership positions to female employees with the hope to see higher female labor
force participation.
The government also intends to use some of the extra tax revenue to fund free kindergarten and preschool
education, hoping that this will lead to an increase in the number of working mothers. Such initiative will
also support young couples in raising children. The government has set a target of increasing the fertility
rate back to 1.8 by 2025.
More elderly people and women should be encouraged to play active roles in the labor force to maintain
its worker-to-retiree ratio. Healthier individuals are better able to work longer and with more energy,
which suggests that protecting older individuals’ health will intensify their productivity and labor force
participation. The government has also come up with an idea of making Japan an “age-free society” in
which people 65 and older will not be considered senior citizens and will rather be encouraged to stay
healthy and keep working.
The government is finding it difficult to balance its conservative views on immigration with the need for
younger and skilled workers to boost the Japanese economy. Therefore, the nation came up with the idea
of allowing more foreign workers in a controlled manner to fill the work force gap.

“Buy Back Of Shares”
Introduction
Buy-back of shares is a method of financial engineering. It can be described as a procedure which enables
a company to go back to the holders of its shares and offer to purchase the shares held by them. Buy-back
helps a company by giving a better use for its funds than reinvesting these funds in the same business at
below average rates or going in for unnecessary diversification or buying growth through costly
acquisitions.
When a company has substantial cash resources, it may like to buy its own shares from the market
particularly when the prevailing rate of its shares in the market is much lower than the book value or what
the company perceives to be its true value. A company can utilize its reserves to buy-back equity shares
which results in reduction of the paid up capital, and consequently higher earnings and book value per
share. Naturally, the market price of equity goes up.
Reasons of Buy-back:
To improve Earnings per Share;
To use ideal cash;
To give confidence to the Shareholders at the time of falling price;
To increase promoters shareholding to reduce the chances of takeover;
To improve return on capital, return on net-worth;
To return surplus cash to the Shareholder
Buy-Back of shares in Nepal
According to Section 61 of Companies Act 2063, a company can buy back its own shares out of its free
reserves available for distribution as dividend by giving information to the OCR (Office of Company
Registrar) subject to fulfillment of following conditions:
Shares issued are fully paid up.
Buy-back is authorized by the articles of association.
The shares issued by the company are listed in Securities Board of Nepal (SEBON).
Special Resolution has been adopted at the general meeting authorizing the buyback.

After buyback, ratio of debt (both secured and unsecured) of the company will not be more than twice its
capital and general reserves.
Value of shares to be bought back is not more than twenty percent of its paid up capital and general
reserves.
Buyback of share is not in contravention of any directives issued by OCR.

The Resolution to be presented at the general meeting shall state following matters:

The reason and necessity for the buy-back of shares;
A statements of the evaluation of possible impacts on the financial situation of the concerned as the result
of the buy-back of shares;
The class and numbers of shares intended to be bought back;
The maximum or minimum amount required to buy back shares and financial source of such amount;
The time limit for the buy of shares;
The mode of the buy-back of shares;
Such other necessary matters as specified by the OCR and as required to be disclosed under the prevailing
law, in respect of the buy-back of shares.
After adoption of special resolution to buy back of shares, company can buy back its shares in any of the
following manner within 12 months.
Purchase shares from stock exchange
Purchase from employees who are allotted shares
From existing shareholders on proportionate basis
Details of bought back shares shall be submitted to OCR within 30 days. A sum equal to the marked price
of bought back shares shall be transferred to Capital Redemption reserve fund and the amount of such
fund shall be maintained as paid up Capital. The Company shall cancel the shares bought back within 120
days from the date of such buy-back. Once a company buys back any class of shares, it shall not reissue
the shares of that class, except for the issue of bonus shares or payment of its liability prior to the
expiration of two years after such buyback. Similarly, no public company should buy back its shares in a

manner that such minimum number of shareholders or minimum paid up capital as required to be
maintained by that company becomes less or lower.
Similarly, according to the Section 62 of Companies act 2063, no company shall provide any loan or
financial assistance of any kind to any person for purchasing its own shares or the shares of its holding
company or getting entitlement to such shares in any manners. In Nepal, there has not been any instance
of buy back shares by companies till date.
Buy-back of shares in the context of India
As per Section 68 of the Companies Act, 2013 the conditions for Buy-back of shares areArticles must authorize, otherwise, make amendment to the Article by passing Special Resolution in
General Meeting.
Special Resolution need to be passed in the General Meeting more more than 10% buys back. If the buyback is up to 10%, then a Resolution at Board Meeting need to be passed.
Maximum number of Shares that can be brought back in a financial year• is twenty-five percent of its
paid up share capital.
Maximum amount of Shares that can be brought back in a financial year is twenty-five percent of paid up
share capital and free reserves (where paid up share capital includes equity share capital and preference
share capital; & free reserves includes securities premium).
Post buy-back, debt-equity ratio cannot exceed 2:1.
Only fully paid up shares can be brought back in a financial year.
Company must declare its insolvency in Form SH-9 to Register of Companies, signed by at least 2
Directors out of which one must be a Managing Director, if any.
The notice of the meeting for which the Special Resolution is proposed to be passed shall be accompanied
by a explanatory statement stating:
a full and complete disclosure of all the material facts;
the necessity of buy-back;
the class of shares intended to be bought back;
the amount invested under the buyback;
the time limit for completion of buyback;

The Company must maintain a Register of buy-back in Form SH-10.
Then Return of buy-back in Form SH-11 Annexed with Compliance Certificate in Form SH-15, signed by
2 Directors out of which one must be a Managing Director, if any should be submitted.
A Company should extinguish and physically destroy shares bought back within 7 days of completion of
the buy-back.
Six months cooling period i.e. no fresh issue of share is followed.
No offer of buy-back should be made by a company within a period of one year from the date of the
closure of the preceding offer of buy-back.
The buy-back should be completed within a period of one year from the date of passing of Special
Resolution or Board Resolution, as the case may be.

Restrictions on Buy-back of Securities in certain circumstances:
According to section 70 of the Companies Act, 2013, A Company should not buy-back its securities or
other specified securities, directly or indirectly –
Through any subsidiary including its own subsidiaries; or
Through investment or group of investment Companies; or
In case Company has defaulted in repayment of deposits or interest payable thereon, or in redemption of
debentures or preference shares or repayment of any term loan.
The prohibition is lifted if the default has been remedied and a period of 3 years has elapsed after such
default ceases to subsist.
And, also if the Company file’s default Annual Return declaration of dividend & financial statement.
Some companies that have undergonebuy back of shares in India includes
Tata Consultancy Services Limited (TCS)
Infosys Limited
GHCL Limited
Granules India Limited
Aster DM Health Limited

Buy-Back of shares in US(S&P 500)
In United States of America, buyback of security is one of the major technique to improve the price of stock. Large
companies like Apple, Facebook, Oracle, Microsoft, Bank of America and similar companies go for buy back at
different times. In 2019 share buybacks by S&P 500 companies hit $1 trillion, surpassing 2018's record $806
billion, as strong cash positions allow companies to reward shareholders even as earnings growth returns to
normalized levels, according to S&P Dow Jones Indices. The buyback statistics of top 20 US companies as per the
fourth quarter of 2018 is shown in following figure:

“Startup review: Paaila Technology”

Introduction (A.I. Robots)
Robots were introduced in the mid-20th century primarily with in industrial environment as a tool lifting
heavy objects and to fast pace other repetitive works. Besides manufacturing Industries, we can see A.I.in
other different industries such as hospitals, Restaurants, Hotels and many other sectors. Technology has
been an integral part for so many global industries like these. In Dubai we can see self-driving cars,
Famous food chain McDonald’s are in verge to introduce A.I. Kiosk, a self-serving mechanism to order,
customize food and pay without any human assistance.There are drones that can carry pounds of stuffs to
miles of distance. There is a hospital in India where robotic surgery is performed. We are eventually
being surrounded by A.I. Robots. This has made life easier and simpler however it has been diminishing
employment. Robots replacing humans from their work is a matter of great repercussion.
Company Overview (Paaila Technology)
You may have witnessed Robots in movies but now it’s in real and that too in Nepal. Since world has
been driven towards A.I., Paaila technology, a nepali company has been inventing A.I. Robots (machine
learning) with ability to process information (input) and task performance accordingly (output). Group of
Pulchowk Engineering Robotics club members, Sagar Shrestha, Dipkamal Bhusal, Niraj Basnet, Rabin
Giri and Wasim Akram Khan participated and came second on ABU Robocon (2015) held in Indonesia, a
2 on 2 Robots badminton competition and bagged Best Idea award and Mabuchi Motors award. Similarly
in the same event in 2016 they had to make two robots where one could autonomously propel the other
transmitting wireless energy. They came second again however they were able to bag Best engineering
award and Panasonic award. After these achievements, they came to Nepalese market with the idea to
develop Robots to make day to day life of the people more productive and easier, which grabbed the
interest of Binay Raut, an aspiring real estate business man who noticed their brimming potentiality and
lured him to fund the project. They tagged together to develop a Robot to substitute humans at work.
They started their journey with only NPR 2.5 million and been self-funding their production since then.
Accomplishments
Pari: SBI Bank was looking to integrate Robots in their banking service. In search of which they happen
to reach Pulchowk engineering Robotics club. They wanted to enhance the service level in Robots in
helping customers for their transactions and guide them through other banking informations. Paaila team,

then graduating students of Pulchowk Engineering Campus, developed Robot as requested and named it
“Pari”, which was a success. Pari 2.0 is on production phase with much more advanced A.I. capabilities.
Ginger-Waiter Robot: Following the success of “Pari”, they developed Robert Ginger powered with
swarm intelligence, speech recognition, natural language processing, auto-dock ability among others. It
even can crack jokes and answer basic IQ questions both in English and Nepali. There is a restaurant
named Naulo Restaurant in Nepal which is currently operating with five of these Robots invented by
Paaila Technologies. This restaurant has a digital embedded menu in each table through which customers
can place the order. Order is directed to the kitchen which is served by these Robots when the food is
ready. Similarly another food chain KKFC has these Robots to serve.
Paaila is collaborating with Roboautosystems Inc., USA for introducing its waiter Robots on the
American Market.
Future Prospects:
Paaila is now focusing on customizable state of the art technology. They are now in research and
development phase focused on developing Robots that can be customized according to the need of clients
from different sectors. They are coming up with Pari 2.0 incorporating more advanced A.I. system. And,
since they are collaborating with Americans-technology pioneers in the whole world, this could be the
stepping stone towards huge name and success all over the world.
Competitors:
Since, they are the first of its kind in Nepal. They have no competitors. However it can be both advantage
and also a challenge for the company.
Conclusion
Paaila Tech. accomplishments replace humans with humanoid robots. This avails rapid productions with
speed and accuracy on the repetitive works. However, A.I. Robots is diminishing employment. Since, any
company with these innovations benefits, as they will be able to cut cost, increase efficiencies, offer new
value propositions and execute new business models. In 2016 Tractica, a market research firm released a
report that “forecasts that the annual global revenue for artificial intelligence products and services will
grow from $643.7 million in 2016 to $36.8 billion by 2025, a 57-fold increase over that time period.
Similarly, “The Boston Consulting Group estimates that more than $67 billion will be spent worldwide in
the robotics sector by 2025, compared to only $11 billion in 2005.” Since its rapidly replacing humans
every year there may be employment mayhem, in the near future. So the question is, is this a boon or bane
to the society? Well, humans and robots should work together to elevate such an unfortunate outcomes.

“Equity Reasearch Report For January 2020”
COMPANY NAME: HIMALAYAN DISTILLERY LTD
Type: LISTED
Symbol: HDL
Sector: Manufacturing and Products

As on: 2020-01-08

Listed Shares (‘000):
6,195

Market Capitalization (NPR): 7488

Share Outstanding(‘000): 5,784.68

52 Weeks High –Low: 2070 - 1123

180 Days Weighted Average:
1,411.58

ABOUT THE COMPANY
Himalayan Distillery Ltd is a public limited company listed in the Nepal Stock Exchange (NEPSE).
Established in 24-07-1985A.D as a Private Company registered under Company Act 2021, it was later on
converted to Public Limited Company on 03-11-2000. It is a subsidiary of Jawalakhel Group of Industries
which is a business conglomerate managing multiple companies that is engaged in production and
distribution of liquor and managing by-products generated from industrial production.
Its registered office is located at LipaniBirta, Parsa, Nepal.
It is the first distilled beverage company in Nepal to receive the Green Building Certification. Its
factory is located in Birgunj which has production capacity of over 11.76 million liters annually. It
flaunts a meticulously designed distillation technology with a 13 column distillation plant which
allows the extraction of excellent quality ENA (Extra Neutral Alcohol).
The distillery offers some of the most popular spirits served in Nepal such as Golden Oak, Black
Oak, Royal Treasure Whisky and Himalayan Aaila.

KEY MANAGEMENT PERSONNEL
S.NO
1

Name
MrAkhileshwor Prasad Singh

Position Held
Chairman

2
3
4
5
6

Mr. Narendra Kumar Basnet
Mr. Shanker Raj Pandey
MrsRahisha Shah Shrestha
MrSantoo Shrestha
MrPrakashmaniGhimire

Director
Director
Director
Director
Independent Director

FINANCIAL INDICATORS
KEY FINANCIALS

*2018/19

Total Revenue (NPR. 000)

2017/18

2016/17

2015/16

2014/15

6,388,721.79 5,236,349.62

1,373,293.88

1,675,551.37

1,530,754.45

Gross Profit (NPR. 000)

1,561,773.61 1,026,052.63

515,939.44

788,816.24

501,066.65

Net Income (NPR. 000)

535,948.78

293,909.28

48,868.07

242,258.16

81,254.28

Return on Asset (TTM) %

35.45%

26.58%

4.89%

22.95%

7.82%

Return on Equity (TTM) %

56.38%

42.70%

8.65%

51.65%

20.92%

EPS (Anualized)

133.53

76.1

12.67

62.82

21.07

Reported PE (Annualized)

12.51

-

-

-

-

Book Value per Share

250.11

206.06

150.4

142.5

100.73

Market Value per Share

1,670

1,351

810

495

684

Dividend Per Share (NPR.)

52.63

21.05

21.05

20

20

Based on the data presented above, the company has made consistent growth in most of the fundamentals
in last five years.

HDL reported operating revenue of NPR 6.38 billion in fiscal 2018/19, a growth of 23 per cent over the
previous year.This includes sales from local market as well as from export into neighboring countries
such as India.
Apart from sales of its liquor products, Himalayan Distillery Ltd receives earnings of NPR 52.40 million
in the form of royalty, rental and sales of property, plant and equipment which is recognized as other
operating income. Royalty income is recognized in terms of the respective contracts upon sales of
products by the franchisees. In the review year, it received such income from Rolling River Distillers Pvt
Ltd.
During the fiscal year 2018/19, the demand for Golden Oak was very high, therefore to fulfill this demand
on time, it entered into an arrangement with Vijay Distillery Pvt Ltd along with other such distillers for
the production of this particular liquor.
Among the company production line, one of the main produce of the company is Grain Spirit. Due to
high turnover rate it has affecting the production of such product, therefore HDL has decided tohalt such
production. Due to this, it has to imported it from foreign counties which also adds to the cost of
manufacturing other product produced by the company. Grain spirit is used to make many other spirits.
However, the Government of Nepal (GoN) has assured that it will make an effort to bring the turnover
rate of such spirit down. Nevertheless, the excise duty on Grain ENA (Extra Neutral Alcohol) is not as
much as Grain Spirt.
Likewise, net profit for the year increased by 82.65 per cent to NPR 535 million. The company’s CAGR
of operating revenue and net profit over the last five years are 15.87 per cent and 45.83 per cent,
respectively.
As per HDL, it paid total tax of NPR 4.38 billion including excise duty, VAT, income tax, import duty
and tax on salary in FY 2018/19.
For the year ended Ashad 31, 2076 (July 16, 2019), the group has paid an interim dividend of NPR 68.42
per share amounting to NPR 263.85 million.
The board of directors of the company have recommended and proposed for issue of bonus shares in the
ratio of 2: 1 with par value of NPR 192.82 million including applicable withholding taxes on such bonus
issue of NPR 10.148 million. Further, the board of directors has also recommended and proposed a final
cash dividend of NPR 50 per share amounting to NPR 192.82 million, which was NPR 21.05 per share
amounting NPR 81.17 million for the FY 2074/75.
STRENGTH AND OPPORTUNITIES

MANAGEMENT EXPERTISE
Himalayan Distillery Ltd is promoted by individuals related with renowned business houses of Nepal. It
is managed under the overall guidance of its Board of Directors (BoD) and its parents company,
Jawalakhel Group of Industries (JGI) which includes eminent businessmen/ industrialists with wide
experience in the manufacturing sectors. Mr. Vijay Kumar Shah, founder Chairman of the Himalaya
Distillery Limited has been active in the liquor business in Nepal for the past fifty years. He is the
Chairman of Jawalakhel Group of Industries (JGI). Having served as Vice-chairman of the Federation of
Nepalese Chambers of Commerce and Industry (FNCCI), he is now a Governing Council member at the
Confederation of Nepalese Industries (CNI). Mr. Sashin Joshi who is the group executive director joined
HDL have decades of experience, qualified professionals, quality products and above all best professional
and ethical practices in its company that help us to face the competition.
INCREASING CONSUMPTION OF LIQUOR PRODUCTS
Despite continuous increase in taxes on retail prices, the demand outlook for the liquor industry in Nepal
continues to remain stable in the medium-term due to rising young population along with increasing
household income (which mainly comes from increasing remittance inflows) as well as changing
lifestyles leading to changing perception of people regarding liquor consumption in the society.
As per 'global status report on alcohol and health 2018' published by World Health Organization (WHO),
per capita alcohol consumption is 2 liters of pure alcohol for the FY16, which is 4.5 liters of pure alcohol
per capita for South-East Asia Region and 6.4 liters of pure alcohol for the world. WHO projected
increase in per capita alcohol consumption of Nepal to 2.3 liters of pure alcohol during FY20. Further, the
import of beer products is decreasing in terms of value during the last two years, which will support the
consumption of beer manufactured by domestic manufacturers like YBPL.

DECREASED

IMPORTS

OF

PRODUCTS

SUPPORTING

DOMESTIC

LIQUOR

MANUFACTURERS
The import of different varieties of alcohol from Sirsiya dry port has declined in the fiscal year 2017-18.
However, the import of wine and other raw materials for liquor production purposes have increased.
Increasing reliability of domestic alcohol and price hikes of international alcohol brands were the main
reasons for decreasing imports of alcohol in the country. Due to these changes, customers’ preference has
shifted from international alcohol brands to domestic brands.

QUALITY PRODUCTS
HDL has limited range of products such as Golden Oaks, Black Oaks, Royal Treasure. However, it
thrives to maintain the quality of its products in a bid to give its customers the great taste of its
alcoholic products since its early days. It is the unique aroma, taste and quality in each product that
differentiates its products from other brands as it only uses selected and premium quality ingredients to
blend in its products. It also implements aggressive marketing technique to ensure that all of its
alcoholic products brands remain household names among whiskey lovers. Blending of the products is
also done in its own factory. There is an audit of every batch of the products. Throughout the year, it
conducts testing of certain parameters of each batch. When the lab approves the parameter of the batch
then only the company produces the products.

RISK AND CHALLENGES
EXPOSURE TO VOLATILE INTEREST RATES
Nepalese banking sector fix interest rates on lending based on quarterly published base rate by the banks.
Due to tight liquidity in the market, the interest rate has been high and volatile during the last 12 months.
Therefore, project funding from Banks and Financial Institutions are exposed to volatile interest rate.
The operations of the company are working capital intensive in nature. Himalayan Distillery Ltd is
involved in the manufacturing of whiskey by importing or locally purchasing raw materials. The company
has to make advance payment for the raw materials and the company has to fund inventory and debtors
which lead to high reliance on working capital limits depending on the credit period granted to its
customers and its inventory movement.
RAW MATERIAL PRICE VOLATILITY RISK
Various grains (which may be malted) are the major raw materials for HDL to manufacture HDL. Further,
empty bottle & wooden casks, generally made of charred white oak, branding & labeling materials, husk
etc. also constitute major portion of cost of goods sold. Few of its ingredients are purchased domestically.
Malted barley, empty bottle, etc. are imported from India and hops, pull cap, some branding materials and
yeast are imported from other countries such as Germany, Italy China, Singapore etc. Being an agrobased product, the prices of malted barley are volatile in nature, which has a bearing on its profitability
margins. The raw material costs may contribute large percentage of the total operating income of the
company thus; any volatility in prices of the raw materials may impact the profitability of the company.

PRESENCE IN THE HIGHLY REGULATED LIQUOR INDUSTRY WITH HIGH DUTIES &
TAXES
The liquor industry in Nepal is heavily regulated by the government with high taxation making the
industry dynamics complex. Further manufacturing, distribution, promotion and discounting of liquor
products is highly regulated by Excise Duty Act, 2002. Excise duty on such products has been increasing
every year making the products costlier to consumers. Furthermore, there is a ban on all forms of direct 3
September 2019 and indirect advertising for liquor in the country. Liquor manufacturers are not allowed
to conduct any type of programmer distributing gifts leading to market players resorting to surrogate
advertising.
COMPETITION FROM BOTH DOMESTIC AND INTERNATIONAL PLAYERS
The liquor industry is intensely competitive marked by the presence of both larger players and numerous
unorganized players. As per 'global status report on ‘ALCOHOL AND HEALTH 2018' published by
World Health Organization, per capita alcohol consumption in liters of pure alcohol is 2 liter (0.6 liter
recorded and 1.4 liter unrecorded data). The unrecorded consumption is mostly met by homemade
traditional alcohol. There are numerous domestic and international brands competing in the market along
with established domestic brands from which HDL is exposed to high competition.
BRAND DUPLICATION
Rampant duplication of packaging of brand names has been a major problem in the Nepali alcoholic
beverages market. Many people illicitly use brand names and logos similar to established brands. It is
difficult to differentiate fake products from the real ones if the consumers are not conscious of the seals
and do not monitor the packaging details. Consumers must be aware and government must conduct proper
monitoring to tackle the problem.
ZERO TOLERANCE DRINK AND DRIVING

In a country where consuming alcohol is not only about means of socializing but also a part of culture and
tradition, the initiative led by the Metropolitan Traffic Police Division towards stopping Driving Under
the Influence (DUI)in Kathmandu has affected the liquor and hospitality industry’s sales because of the
consumers’ fear of penalty and fines after committing this offence.The alcohol consumption limit while
driving in Nepal is ZERO. Although the number of road accidents has decreased a lot due to this.

LIMITED PRODUCT DIVERSIFICATION

HDL has a concentrated product profile. Its revenue remains driven by only high-volume low-value of
Golden Oaks, Black Oak and Royal Treasure. Considering the market demand and customer preference,
HDL introduced 25 U.P Royal Treasure, however the sales has not been as expected by the company.
However, the company will continue the production under this brand name by implementing different
strategies to establish it as a household brand. Given the competitive nature of the industry, any impact on
the top two product lines could affect the overall financial profile of HDL.

TECHNICAL ANALYSIS

Relative Strength Index:
The relative strength index (RSI) is a momentum indicator that measures the magnitude of recent price
changes to evaluate overbought or oversold conditions in the price of a stock or other asset. The RSI is
displayed as an oscillator (a line graph that moves between two extremes) and can have a reading from 0
RSI at 70 or more indicates over brought zone, RSI at 50 indicate neutral zone and RSI 30 or bellow
indicates over sold zone.
Relative Strength Index is currently at 46 signaling over sold zone.
Support and resistance level according to fibonic.
1st Resistance-1293point

1st support-1144.86 point

2nd Resistance-1442 point

2nd support-1100.15 point

3rd Resistance- 1532 points

Exponential Moving Average:

3rd Support-1055.43 points

We have used EMA's of 5 days' time period (Green line), 20 days' time period (red line). At present, HDL
Index is below 20 days EMA and 5 days EMA. 5 days EMA cut 20 days EMF from above indicates
possibility of start of short term up down trend. Starting of uptrend will be conformed after SHL Index
closes above 5 and 20 days EMA.
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