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Textiles show double-digit growth in sales and profitability

The latest Wazir Textiles Index (WTI) shows that there has been a double-digit growth in both sales and
profitability among top Indian companies. Exports, however, remains a matter for worry.

[ he Wazir Textiles Index (WTI), which assesses the cumulative
financial performance of the top Indian textiles companies, has
released its findings on the market performance of Indian textile
sector for the first half of FY19. According to the findings, WTI
Sales was calculated to be 121.1 in the first half of FY19 (base year

H1 FY16=100), growing significantly by 10 per cent as compared to H1 FY18.

The WTI EBITDA (earnings before interest, tax, depreciation and
amortisation) was calculated to be 96.3 in H1 FY19. The EBITDA margins have
witnessed an impressive growth of 19 per cent in H1 FY19 as compared to H1
FY18. The WTI Cost for raw material (RM), manpower and others were 126.8,
135.2 and 1256.1, respectively, in H1 FY19. WTI costs have increased by roughly
5-15 per cent this half year, as compared to the same period last year.
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The consolidated sales of the top 10 selected companies were 21,272 crore in H1 FY19 as
compared to 319,378 crore in H1 FY18, growing by 10 per cent y-o-y (year-on-year). As compared to
H1 FY18, the average EBITDA margin increased by 1.1 percentage points to reach 13.8 per cent in
H1 FY19. Consolidated RM cost constituted 52.3 per cent of sales in H1 FY19, while consolidated
manpower cost constituted 10.2 per cent of sales. Raw material and manpower cost as a
percentage of sales have remained almost stagnant during H1 FY19 as compared to H1 FY18. This
reflects in the growing profitability of the top Indian textile companies.
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hﬁ. The overall T&A exports in H1 FY19 stood at $18.4 billion, showing a decline of 1 per cent from the
previous year. Export of all the cafegories except apparel have grown in H1 FY19 as compared to H1 FY18.
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GDP and industrial production have grown in H1 FY19

In H1 FY19, India’s real gross domestic product (GDP) increased from 362.91 lakh crore to 367.72
lakh crore from H1 FY18, witnessing a growth of 7.1 per cent.

Index of Industrial Production (IIP*)
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The average Index of Industrial Production (IIP) for textiles and apparel (T&A) increased by 2 per
cent and 5 per cent respectively in H1 FY19 compared to H1 FY18. The Wholesale Price Index (WPI)
for textiles registered an increase of 3 per cent in H1 FY19, indicating increase in prices.

iC

Overall, there was an increase in raw material prices in H1 FY19 compared fo H1 FY18. On an average, prices of cotfon yar, polyester
viscose blended yarn and polyester cotton blended yor grew at a rate of 6 per cent, 7 per cent and 9 per cent, respectively, in H1 FY19.
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In'H1 FY19, apparel imports increased sharply by 56 per cent, primarily due to the impact of
reduced effective import duties post GST for imports from countries like China and Bangladesh.

a

India’s T&A exports declined slightly in H1 FY19

The overall T&A exports in H1 FY19 stood at $18.4 billion, showing a decline of 1 per cent from the
previous year. Export of all the categories except apparel have grown in H1 FY19 as compared to
H1 FY18. Apparel exports saw a decline of 16 per cent this half year. This is largely attributed to
the decline in apparel exports to the UAE, which have dropped inexplicably by 55 per cent during
H1 FY19. India’s overall T&A exports to UAE also declined by around 50 per cent during first half of
FY19. The EU, US and UAE remain the top export destinations for India’s T&A products.

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

Category Q1 Fy18 | Q1FY19 % Q2FY18 | Q2FY19 % H1FY18 | H1FY19 %
Change Change Change
632 854 372 540

Fibre 1004 1,393
Filament 270 352 310 335 580 686

Yarn 879 1,297 1007 1,241 1,886 2,538
Fabric 1,148 1,145 1,169 1,182 2,318 2,326
Apparel 4,906 4,050 4,277 3,673 9,184 7,723
Home Textile 1,280 1,294 1,381 1,438 2,660 2,731
Others 438 491 518 527 956 1,018
Total 9,663 9,481 9,035 8,935 18,588 18,417

India’s top T&A export markets

H1 FY19 % value share

H1 FY18
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India’s T&A imports continue to increase in H1 FY19

India’s T&A imports have increased by 4 per cent in H1 FY19 as compared to the previous year.
Import of all categories except fibre have increased in H1 FY19. Apparel imports increased sharply
by 56 per cent, primarily due to the impact of reduced effective import duties post GST for imports
from countries like China and Bangladesh. China continues to be the largest import partner for
India, however, the imports declined marginally by 0.4 per cent in H1 FY19 as compared to the
previous year.

India’s Textile & Apparel Imports (US$ Mn.)

Category Q1FY18 | Q1 FY19 % Q2 FY18 | Q2 FY19 % H1 FY18 | H1 FY19 %
Change Change Ch

Fibre 583 502 670 467 1254 969

Filament 166 167 169 182 315
Yarn 101 114 105 103 205
Fabric 603 661 544 614 1148 1275
Apparel 140 196 208 346 347 541
Home Textile 59 58 85 9 144 148
Others 139 171 144 171 283 342

Total 1781 1869 1916 1972 3% 3696 3841

India’s top T&A import markets

H1 FY19
% value share

China
EU-28

UAE
Bangladesh
Australia
Others

T&A imports of US increased while that of EU declined marginally

The US imported textiles and apparel products worth $58 billion in H1 FY19, growing by 4 per cent
as compared to the same period in the previous year. India’s T&A exports to the US increased by

5.2 per cent in H1 FY19. Overall imports of the EU, pegged at $129 billion in H1 FY19 witnessed y-o-y
marginal decline of 0.6 per cent. China is the largest import partner for both the US and EU. India’s
T&A exports to EU increased by 6.2 per cent in H1 FY19.
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06% § Overall imports and top import countries of EU-28*

in US$ Bn
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+ EU-28 data excludes intra EU trade

Raw material prices have increased

Overall, there was an increase in raw material prices in H1 FY19 compared to H1 FY18. On an
average, raw cotton, viscose staple fibre and polyester staple fibre prices increased by 8 per cent,
6 per cent and 26 per cent, respectively, in H1 FY19. Similarly, there was an increase in the average
prices of cotton yarn, polyester viscose blended yarn and polyester cotton blended yarn, growing at
a rate of 6 per cent, 7 per cent and 9 per cent, respectively, in H1 FY19,
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The Indian T&A industry exhibited double-digit growth in overall sales and EBITDA levels during the
first half of the financial year 2018-19. However, trade performance was not encouraging during this
period. Although improvement was seen in the month of June, July and August, with total T&A exports
increasing (compared month on month), September witnessed a steep decline of 18 per cent in overall
T&A exports, with apparel declining the highest among all categories. It can be anticipated that apparel
exports will remain subdued in the near future. Hence, it would not be wrong to say that the textiles
industry is in dire need of undertaking some necessary steps to revive T&A exports FF
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