Fiscal Performance ’17

TENTIE INDUSTRY
SHOWS SUBDUED
DERFORMANCE WALI

Wazir Advisors had recently introduced its Wazir Textile Index (WTI) as a barometer
to periodically assess the financial performance of the Indian textiles industry. It has

now released its latest WTI which looks at the cumulative financial performance of the

top Indian textile companies along with an update on the market performance of the
sector for the first half year of FY18 (H1 FY18).

he Wazir Textile Index (WTI) Sales, based on

detailed financial analysis of the top ten textile

companies, has been calculated to be 108.8 in

H1 FY18 as compared to 109.7 in H1 FY17. This

indicates that the overall consolidated sales
declined by 1 per cent this half financial year.
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Indian exports of textiles and apparel products stood af llion in first half of FY18, increasing by 8 per cent as compared to
previous falf year. The US and UAE continue fo be the two largest export markets with a cumulafive share of roughly 35 per cent.

The earnings before interest, taxes, depreciation and amortization (EBITDA) has also declined
significantly in H1FY18. The consolidated WTI EBIDTA stood at 77.1 in H1 FY18 as compared
to 106.7 in H1 FY17, falling drastically by 28 per cent. Due to the introduction of the goods and
services tax (GST), there was an impact on demand in Q2, which impacted overall sales and
profitability in H1 FY18. Moreover, there has been an increase in employee and RM cost which has
dented the EBITDA margins.
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Half Yearly Sales* Trend — H1 FY18 (ZCr.)
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Source: Moneycontrol * Sales constitutes total operating income

Economy growing but industrial production dedlines

The key economic indicators analysed in the index were gross domestic product (GDP), index

of industrial production (IIP) and wholesale price index (WPI) for the textiles and apparel sector.
According to the index, India's real GDP has grown by 6 per cent in H1 FY18 compared to H1 FY17.

India’s GDP (at constant prices*)

59.21 62.76
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Source: RBI, Economic Advisor Govt. of India *Base year 2011-12

The average lIP for textiles has declined by 2 per cent, while IIP for apparel has declined by 5 per
cent in H1 FY18 compared to H1 FY17. The decreased IIP may be attributed to lower demands from
the market side as a result of the GST. In line with the increase in raw material prices, the average
WQPI for textiles has shown an increase of 2.4 per cent in H1 FY18 compared to H1 FY17.
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Index of Industrial Production (lIP*)

Wholesale price index (WPI*)
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Indian exports have shown
healthy growth

Indian exports of textiles

and apparel products stood

at $18.5 billion in first half

of FY18, increasing by 8 per
cent as compared to previous
half year. Exports of all the
categories have grown in H1
FY18 as compared to H1 FY17.
Fibre exports have grown
significantly at a rate of 39

per cent driven by cotton fibre
exports growth of around

70 per cent. Fibre exports

to Bangladesh and China
increased by 43 per cent and
33 per cent respectively in

H1 FY18 as compared to H1
FY17. Exports of yarn revived
significantly in Q2 FY18 against
a decline of 11 per cent in Q1
FY18 vis-a-vis FY17. The US and
UAE continue to be the two
largest export markets with a
cumulative share of roughly 35
per cent.

India’s T&A Top Export Markets
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India’s Textiles and Apparel Exports (in USS million)

Categories Q1 Q1FY18 % Change Q2 FY17
FY17
Apparel 4,391 4,906 12% 4,074
Fabric 1,145 1,148 0% 1,133
Fibre 426 632 48% 294
Filament 268 270 1% 261
Home 1,247 1,280 3% 1,290
Textiles
Yarn 986 879 -11% 871
Others 385 438 14% 443
Grand Total 8,848 9,553 8% 8,365

India’s imports are on the rise

India imported textiles and apparel products worth
$3.7 billion in H1 FY18, registering a growth of 14
per cent as compared to H1 FY17. The import of all
categories has increased during H1 FY18. Fabric
imports have increased the most in H1 compared
to other categories. Imports of fibres reduced in
Q2 after a significant increase in Q1; hence, the
overall import growth in Q2 was lower than Q1.
China continues to be the largest import partner
for India. The import share of the US has increased
significantly from 6 per cent to 12 per cent, primarily
due to increase in cotton imports.

India’s Textiles and Apparel Imporis (in USS million)

Categories Q1 Q1FY18 % Change Q2FY17
FY17
Apparel 123 140 13% 185
Fabric 471 603 28% 475
Fibre 386 583 51% 725
Filament 140 156 12% 141
Home 66 59 -11% 73
Textiles
Yarn 90 101 12% 89
Others 140 139 0% 133
Grand Total 1,416 1,781 26% 1,820

Imports of US and EU has increased slightly
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4277
1,167
370
309
1,380

1,007
518
9,028

% H1 FY17 H1
Change FY18
5% 8,464 9,183
3% 2,278 2,316
26% 720 1,002

18% 530 580
1% 2,536 2,659
16% 1,857 1,886

17% 828 955
8% 17,214 18,581

% Change

8%
2%
39%
9%
5%

2%
15%
8%

India’s T&A Top Import Markets
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The overall imports of the US stood at $89.8 billion in 2017 (January—-October), registering a growth
of 0.6 per cent over the same duration last year. Similarly, EU’s imports of textiles and apparel
products increased slightly by 0.8 per cent in 2017 (January—-August). The European Union's
imports increased by around $1 billion in 2016 (January-August) to reach $83 billion in 2017
(January-August). India’s exports of textiles and apparel products to the US increased significantly
by 3.4 per cent in 2017 (January—-October) as compared to 2016 (January—-October), while the same
to the EU declined slightly by 0.4 per cent (January-August). China is the largest supplier to the US
and EU, contributing about 35 per cent share in total textiles and apparel imports of these nations.
However, its exports to these markets declined slightly this year as compared to last year. Other

major suppliers of textiles and apparel to the US and EU are Bangladesh, Vietnam, India, Indonesia,

Turkey and Cambodia.

Source: DGCI&S

Source: DGCI&S
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Overall Imports and Top import Countries of USA
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Despite fluctuations, raw material
prices increased
Overall, there was an increase in
raw material prices in H1 FY18
compared to H1 FY17. On an average
basis, raw cotton, viscose staple
fibre and polyester staple fibre
prices increased by 4 per cent, 12
per cent and 5 per cent respectively
in H1 FY18. Similarly, there was an
increase in cotton yarn and polyester
viscose blended yarn average prices
growing at a rate of 5 per cent and
9 per cent respectively in H1 FY18.
However, polyester cotton blended
yarn registered a decline of 9 per
centin H1 FY18 compared to H1
FY17 on an average.

Overall, the Indian textiles
and apparel industry has been
impacted negatively during first
half of year 2017 in terms of sales
and profitability (especially post-
GST). Although overall exports have
shown healthy growth, textiles and
apparel imports are on a rising trend
indicating growing threat for the
domestic manufacturers and needs
to be observed closely as well.FF



