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The latest Wazir Textiles Index (WTI) shows that a strong financial performance by
India’s top textiles companies has boosted investment opportunities in the first nine
months of FY19.

he Wazir Textiles Index (WTI), which assesses the cumulative financial performance of the

top Indian textiles companies, has released its nine-month (9M) findings on the market

performance of the Indian textiles sector for FY19.

According to the findings, WTI Sales was calculated to be 121.0 during 9M FY19 (Base

year 9M FY16=100), which has increased by 9 per cent as compared to 9M FY18. The WTI
Cost for raw material (RM), manpower and other expenses (which includes overheads, cost of utilities,
administration and selling expenses, etc) were 127.6, 133.4 and 119.9, respectively, for the review
period. The WTI EBITDA (earnings before interest, tax, depreciation and amortisation) was calculated to
be 96.6 in 9M FY19. There has been a revival in the EBITDA with a significant increase of 17 per cent in
9M FY19 as compared to 9M FY18.
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Figure 1: Comparison of WTI Sales, WTI EBITDA and WTI Cost over the years

WTI Sales WTI EBITDA
121.0 100 106.2
100 1io 11Io.7 I I o8 96.6
Base Year 9MFY17 9MFY18 O9M FY19 Base Year 9MFY17 9MFY18 9M FY19
(9M FY16) (9M FY16)
WTI Cost
133.4
118.3127:6 118.4124.7 119.9

100 1072

] 11 (] |

RM Cost Employee Cost Other Cost

100 106.9109.2

M Base Year (OM FY16) MOMFY17 mIMFY18 9M FY19

The consolidated sales of the top 10 selected companies were 332,043 crore in 9M FY19 as
compared to 329,315 crore in 9M FY18, growing by 9 per cent year-on-year (Y-O-Y). As compared to
9M FY18, the average EBITDA margin increased by 1.1 percentage points to reach 14.0 per cent in 9M
FY19. The average RM cost remained stagnant at 53.0 per cent in 9M FY19. The average employee cost
witnessed a decline of 0.5 percentage points in 9M FY19 as compared to 9M FY18 to reach 10.0 per
cent. This reflects the growing profitability of the top Indian textiles companies.

GDP and industrial production grow in 9M FY19
In 9M FY19, India’s real gross domestic product (GDP) increased from 395.34 lakh crore in 9M FY18 to
%102.30 lakh crore, witnessing a growth of 7.3 per cent.

The average index of industrial production (IIP) for apparel increased significantly by 10 per cent in
9M FY19 as compared to 9M FY18, while that of textiles showed a marginal increase of 1 per cent. In 9M
FY19, the wholesale price index (WPI) for textiles and apparel registered an increase of 4 per cent and 2
per cent, respectively.

The Indian T&A industry witnessed growth in overall sales and EBITDA Ieves during IM FY19.
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Figure 2: Monthly trend of Index of Industrial Production and Wholesale Price Index
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India’s overall T&A exports increase by 2%; apparel exports decline by 8%

The overall textiles and apparel (T&A) exports in 9M FY19 stood at $27.2 billion, showing an increase

of 2 per cent over the previous year. Export of all the categories except apparel have grown in 9M FY19
as compared to 9M FY18, with categories of fibre, yarn and filament registering double-digit growth

of 25 per cent, 17 per cent and 12 per cent, respectively. Apparel exports saw a decline of 8 per cent
during 9M FY19. This is largely due to the significant decline of apparel exports to the UAE, which have
dropped by 39 per cent during 9M FY19. However, apparel exports revived and grew in Q3 FY19 by 14 per
cent compared to Q3 FY18, driven by increase in exports to Nigeria and the UAE by 155 per cent and 83
per cent, respectively. Also, apparel exports to the US have increased by $85 million. The EU, US and
UAE remain the top export destinations for India’s T&A products with a combined share of 54 per cent.

Table 1: India’s Textile & Apparel Exports (US$ mn.)

Category H1 HA1 % Q3 Q3 % 9M 9M %
FY18 FY19 change FY18 FY19 change FY18 FY19 change

Fibre 1,004 1,393 39% 728 776 6% 1,733 2,169 25%
Filament 580 686 18% 305 308 1% 885 994 12%
Yarn 1,886 2,538 35% 1,203 1,091 —9% 3,089 3,629 17%
Fabric 2,318 2,326 0.40% 1,094 1,153 5% 3,412 3,479 2%
Apparel 9,184 7,723 -16% 3,204 3,640 14% 12,388 11,363 -8%
Home 2,660 2,731 3% 1,222 1,359 1% 3,882 4,091 5%
Textile

Others 956 1,018 7% 476 487 2% 1,432 1,505 5%
Total 18,588 18,417 -1% 8,233 8,813 7% 26,820 27,230 2%

Source: DGCI&S and Wazir Analysis




FIBRE2FASHION

Figure 3: India’s top T&A export markets (9M-FY19)
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India’s overall T&A imports increase by 5%; apparel imports surge by 52%

India’s T&A imports have increased by 5 per cent in 9M FY19 as compared to the previous year. Imports
of all categories except fibre and home textiles have grown in 9M FY19. Apparel imports increased
substantially by 52 per cent, primarily due to the rise in imports from countries like Bangladesh and
Sri Lanka, which have increased by more than 100 per cent. China continues to be the largest import
partner for India with a share of 38 per cent in 9M FY19. However, the imports declined marginally by 2
per cent as compared to 9M FY18.

Table 2: India’s Textile & Apparel Imports (US$ mn.)

Category H1 Q3 %

FY18 FY19 change
Fibre 1,254 969 —-23% 336 363 8% 1,690 1,333 -16%
Filament 315 349 1% 160 175 10% 474 524 1%
Yarn 205 217 6% 100 95 —6% 306 312 2%
Fabric 1,148 1,275 1% 600 600 0% 1,748 1,877 7%
Apparel 347 541 56% 199 290 45% 547 831 52%
Home 144 148 3% 89 82 -8% 233 230 -1%
Textile
Others 283 342 21% 163 180 10% 446 522 17%
Total 3,696 3,841 4% 1,647 1,785 8% 5,344 5,628 5%

Source: DGCI&S and Wazir Analysis




Figure 4: India’s top T&A import markets (9M-FY19)
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T&A imports of US & EU increase during 9M FY19

The US imported textiles and apparel products worth $77 billion in 9M FY19, growing by 4.2 per cent as
compared to the same period in the previous financial year. The overall imports of the EU, pegged at
$100 billion in 9M FY19, witnessed y-0-y increase of 4.8 per cent. China is the largest import partner for
both the US and EU. India’s T&A exports to the US increased by 4.8 per cent in 9M FY19, while that to
the EU increased marginally by 0.7 per cent.

Figure 5: Overall imports and top import countries of US
Figure 6: Overall imports and top import countries of EU-28*
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Source: OTEXA, Eurostat
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Raw material prices have increased in 9M FY19

Overall, there was an increase in raw material prices in 9M FY19 compared to 9M FY18. On an average,
polyester staple fibre prices witnessed a significant rise of 27 per cent, followed by raw cotton and
viscose staple fibre prices increasing by 10 per cent and 5 per cent respectively in 9M FY19. Similarly,
there was an increase in the average prices of cotton yarn, polyester viscose blended yarn and polyester
cotton blended yarn, growing at rates of 12 per cent, 8 per cent and 9 per cent respectively in 9M FY19.

Figure 7: Fibre and Yarn Prices in ¥/kg since Jan'16
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The Indian T&A industry witnessed growth in overall sales and EBITDA levels during 9M FY19. After
a negative growth in the first half of the financial year, the T&A exports have shown robust growth of 7
per cent in the third quarter. In particular, apparel exports revived and grew in Q3 FY19 by 14 per cent as
compared to Q3 FY18. The Indian T&A industry needs to exhibit growth in its trade performance in order
to revive exports and increase the profitability of the sector.

In conclusion

The first nine months of the 2018-19 financial year have brought upon a period of normalcy into the
industry. WTI Sales and revival in the WTI EBITDA have also seen an upward trend, which should be
seen as a positive sign for the textile industry.

Moreover, during the review period, various textile manufacturers have declared investments in
the textiles sector. Various investments have already been made by leading textile manufacturers for
expansion. Also, a major boost to the industry is now being provided by various state governments
through their industry-friendly policies and incentives. This provides a conducive environment for
textiles manufacturers and makes them globally competitive. The recent approval of the scheme to
rebate state and Central taxes for apparel and made-ups has also brought relief to the entire industry.
This decision has increased the effective rebate offered by Central and state governments on export of
garments from 1.7 per cent to 6.5 per cent and that of made-ups from 2.2 per cent to 8.2 per cent.

The industry needs to acknowledge this upward trend and should use the favourable investment
opportunities to strengthen their positions and improve their bottom lines FF





