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COMPANY INFORMATION 

Incorporated in June 1989   External auditors: Ibrahim Shaikh & Co. 

Public Unlisted Company Chairman: Mr. Iftikhar Ahmed Khalid 

Key Shareholders (with stake 5% or more):  Chief Executive Officer: Mr. Shazad Khalid 

Shazad Khalid (30%)  

Faisal Khalid (30%)  

Iftikhar Ahmed Khalid (25%)  

Yasmin Khalid (7.5%)  

Shazia Naveed (7.5%)  
 
 
 
 
 
 
 
 

APPLICABLE METHODOLOGY(IES) 

VIS Entity Rating Criteria  Industrial Corporates (April 2019)  

https://s3-us-west-2.amazonaws.com/backupsqlvis/docs/Corporate-Methodology-201904.pdf 
 

RATING DETAILS 

Rating Category 

Latest Rating Previous Rating 

Long-
term 

Short-
term 

Long-
term 

Short-
term 

Entity BBB+ A-2 BBB+ A-2 

Rating Outlook Stable  
Rating Watch - 

Negative 

Rating Date November 20, 2020 April 24, 2020 

Rating Action Maintained Maintained 

mailto:narendar.shankar@vis.com.pk
https://s3-us-west-2.amazonaws.com/backupsqlvis/docs/Corporate-Methodology-201904.pdf
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Naveena Industries Limited (NIL) 
OVERVIEW OF 

THE 
INSTITUTION 

RATING RATIONALE 

Naveena Industries Limited 
(NIL) was incorporated as a 
Private Limited Company in 

March 1966. Later, the 
company was converted to 

unquoted public limited 
company in March 2011. The 
registered office of the company 

is situated in Karachi 

The principal business of Naveena Industries Limited (NIL) includes manufacturing and export of 
grey cloth. NIL started commercial operations in 1966 as an embroidery unit (and later weaving) of 
Naveena Group which is involved in the business of spinning and weaving. The group also owns 
Ahmed Oriental Textile Mills Limited, which is engaged in production of yarn.  

Production facilities 

 

NIL’s production facilities are located at F-130, SITE, Karachi and Mauza Kot, Kamoon Shah, 
Tehsil and District, Rahim Yar Khan. At present, the company operates a mix of airjet and 
shuttleless looms. Production details are mentioned in the following table:  
 
Figure 1: Production Details 

 FY19 FY20 

Number of airjet looms 330 330 

Number of shuttleless looms 81 81 

Total number of looms 411 411 

Installed capacity - fabric (million meters per annum) 45 45 

Actual production - fabric (million meters per annum) 44 36 

Capacity utilization 96.9% 80.3% 

 
Capacity utilization decreased during FY20 on account of lower production in line with reduction in 

volumetric sales.  

Rating Drivers 

Business risk profile is supported by favorable government policies for the textile sector  

 

Favorable policies & incentives of the government to enhance exports, which include access to 

cheaper financing and provision of gas at subsidized rate, bode well for the textile industry. 

Moreover, overall textile sector has healthy order pipeline with increased orders emanating from 

China (due to US-China trade dispute) and India and Bangladesh (due to relatively greater COVID 

impact). All these factors contribute to low business risk of the sector.  

 

Top-line depicted nominal growth in FY20 on account of increase in average prices; overall 

profitability was slightly lower on account of increase in overheads 

 

Net sales increased by 3.8% to Rs. 6.7b (FY19: Rs. 6.4b) in FY20. Growth in sales was a function of 

increase in average prices as volumes were reported lower vis-à-vis the preceding year. Direct 

exports constituted around 80% (FY19: 78%) of total gross sales in FY20, while the remaining sales 

included indirect export and local sales. Despite decreasing on yearly basis, client concentration is 

considered to be on the higher side with top 10 client accounting for 53.3% (FY19: 64.2%) of net 

sales in FY19. However, client concentration risk is partly mitigated due to long term association 
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with clients.  

 

Gross margins were reported slightly lower at 13.2% (FY19: 13.8%) on account of increase in 

overheads and raw materials costs. Increase in administrative expenses primarily on the back of 

higher director’s remuneration expense resulted in decrease in net margins to 4.4% (FY19: 5.3%). 

Dividend payout ratio amounted to 13.7% (FY19: 5.9%) in FY20. In Q1’FY21, the company posted 

net sales and net profit of Rs. 1.6b and Rs. 69.7m, respectively. Going forward, management expects 

moderate growth in the top-line in FY21, while margins are expected to sustain at Q1’FY21 level. 

Reduction in finance costs due to decrease in benchmark rates is expected to provide support to 

overall profitability of the company.  

 

Improving leverage indicators and adequate liquidity profile  

 

Total equity base of the company has increased on a timeline basis on account of profit retention. 

At end-Q1’FY21, total debt of the company was reported lower at Rs. 2.51b (FY20: Rs. 2.65b; 

FY19: 2.75b) due to repayment of long term debt. Going forward, leverage indicators are expected 

to improve in the medium term in the absence of any major capex plans. Overall liquidity profile of 

the company draws support from adequate cash flows and satisfactory debt coverage metrics.  
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ISSUE/ISSUER RATING SCALE &DEFINITIONS                                                                     Appendix I 
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REGULATORY DISCLOSURES                                                                                      Appendix II 
Name of Rated 
Entity 

Naveena Industries Limited (NIL) 

Sector Textiles 

Type of 
Relationship 

Solicited 

Purpose of Rating Entity Rating 

Rating History 

Rating Date 
Medium to  
Long Term 

Short Term 
Rating 

Outlook 
Rating Action 

RATING TYPE: ENTITY 
20/11/2020 BBB+ A-2 Stable Maintained 

24/04/2020 BBB+ A-2 
Rating Watch -

Negative 
Maintained 

28/02/2020 BBB+ A-2 Positive Maintained 
31/12/2018 BBB+ A-2 Stable Initial 

 

Instrument 
Structure 

N/A 

Statement by the 
Rating Team 

VIS, the analysts involved in the rating process and members of its rating committee do not 
have any conflict of interest relating to the credit rating(s) mentioned herein. This rating is 
an opinion on credit quality only and is not a recommendation to buy or sell any securities. 

Probability of 
Default 

VIS’ ratings opinions express ordinal ranking of risk, from strongest to weakest, within a 
universe of credit risk. Ratings are not intended as guarantees of credit quality or as exact 
measures of the probability that a particular issuer or particular debt issue will default. 

Disclaimer 

Information herein was obtained from sources believed to be accurate and reliable; 
however, VIS does not guarantee the accuracy, adequacy or completeness of any 
information and is not responsible for any errors or omissions or for the results obtained 
from the use of such information.  VIS is not an NRSRO and its ratings are not NRSRO 
credit ratings. For conducting this assignment, analyst did not deem necessary to contact 
external auditors or creditors given the unqualified nature of audited accounts and 
diversified creditor profile.  
Copyright 2020 VIS Credit Rating Company Limited. All rights reserved. Contents may be 
used by news media with credit to VIS. 

Due Diligence 
Meetings 
Conducted 

S.No Name Designation Date 

1 Mr. Muhammad Junaid CFO November 11, 2020 
 

 


