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Indian Textiles 

FY25 holds better prospects 

We attended a panel discussion organised by Crisil, titled, 'Upstream textiles 
sector: Threads of promise'. The dialogue delved into the outlook for cotton yarn 
and polyester yarn segments of the upstream textiles industry. Presented are key 
excerpts that focus on the trends in profitability, export/import, and credit outlook 
for FY25 by Crisil, which expects (1) moderate revenue growth of 4-6% YoY for the 
cotton yarn segment, as it anticipates downstream demand to improve, stable yarn 
prices and better cotton availability; the polyester yarn segment to post 2-4% YoY 
growth on export slowdown, partly offset by introduction of QCO (Quality Control 
Order), intended to curtail the dumping of cheap polyester yarn into India, and 
thus benefit Indian polyester yarn players, (2) profitability to improve to 10-
10.5%/6.5-7.5% in cotton/polyester yarn, respectively, on lower raw material (RM) 
prices, enhancing spreads in both segments, (3) Moderate capex expected in FY25 
in cotton yarn industry after major halt in FY24 and for polyester yarn no major 
capex is planned as the industry looks to ramp up existing capacities, (4) credit 
outlook to remain stable across both segments. Key risks: (1) adverse movements 
between domestic and international cotton prices could impact the revenue and 
margins of cotton yarn players, (2) volatility in crude oil and RM prices in addition 
to changes in government regulations could adversely impact polyester yarn 
imports, (3) increase in dumping of cheap polyester fabric in Indian markets. 

Outlook - Cotton yarn industry 

• Production: Cotton production in the upcoming Cotton Season (CS) 2024 is 
expected to decline to 5.4bn kgs from 5.7bn kgs in CS23. In CS23, the initial 
stockpiling of cotton resulted in shortage of cotton in the market. Owing to the 
recent decline in cotton prices, farmers may switch to other crops in search of 
better prices, which could impact acreage. Given that India’s cotton production is 
closely tied to acreage, it is unlikely that cotton production would increase in the 
upcoming season. Experts expect cotton availability to improve in the coming 
quarters, as the crop has been healthy.  

• Stable consumption: Cotton consumption could trail production and is likely to 
stay stable at 5.3bn kgs in CS24, consistent with the previous season. 

• Improved cotton-yarn spreads stemming from benign raw material prices: 
Average domestic prices of cotton/yarn rose steeply to touch peak levels of Rs 
272/364 per kg during Q1FY23 from Rs 114/203 per kg during Q3FY21. However, 
during this period, cotton-yarn spreads fell from Rs 97/kg to Rs 92/kg, as prices of 
cotton increased at a faster clip than those of yarn. In FY23, weak export demand 
caused yarn prices to fall sharply, leading margins to compress, narrowing the 
spread between cotton and yarn. Going forward, improved cotton supply to keep 
cotton prices stable, while superior downstream demand could keep yarn prices 
firm. CRISIL expects spreads to remain at pre-pandemic levels of Rs 85-90/kg.  

• Capacity utilization levels expected to improve: Spinners currently operate at 80-
85% capacity, with further 10-15% scope for improvement. Crisil expects overall 
utilization to improve in FY24, on the back of enriched demand from downstream 
industries, as utilization levels in knitwear, home textiles, apparel, etc., have risen. 
Although, capacity utilization in denim is less in India compared to Bangladesh 
and Turkey, the same is expected to improve, going forward.   
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Exhibit 1: Softening cotton prices and stable yarn prices to improve spreads 
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Source: Bloomberg, Systematix Institutional Research 

Outlook - Polyester yarn industry 

• Industry dynamics: Crisil estimates India’s polyester fibre market to touch ~Rs 
1.7-1.75 tn with a total capacity of ~5.5mn tonnes pa in FY24. Top 5 polyester 
yarn manufacturers in India account for ~70% market share. Key raw materials, 
i.e., PTA (Purified Terephthalic Acid) and MEG (Mono Ethylene Glycol), constitute 
~80% of the total manufacturing costs in this segment. Demand for polyester yarn 
is primarily driven by outdoor, athleisure clothing, home textiles, industrial 
applications, etc.  

• China dominates global polyester yarn trade: Strong incentives have led China to 
expand capacity across the man-made fibre value chain in the last 2 decades, 
expanding its market share from 43% in CY18 to 54% in CY22. China’s polyester 
yarn capacity is 8-9x that of India. India has limited backward integration, 
resulting in country importing ~25% of its RM, as against China, which imports 
mere 2-3%. Although India and China face similar tariffs from top polyester yarn 
importing countries, China dominates the global polyester yarn trade primarily 
due to its scale of operations. 

• Implementation of QCO mandates a BIS (Bureau of Indian Standards) 
certification: Slowdown in Chinese domestic market has led to oversupply of 
cheap polyester yarn in the global market impacting export demand. Thus, BIS 
certification and quality control measure were implemented in Oct 2023, which is 
expected to benefit Indian polyester yarn manufacturers, as dumping of cheap 
polyester yarn in India by China will be curtailed, supporting realization and 
volumes for Indian players in domestic markets. Post implementation, polyester 
yarn imports declined to 13k tonnes in Nov 2023 from 106k tonnes in Sep 2023 
and 58k tonnes in Oct 2023. Imports are expected to reduce by 40-50% from 455K 
tonnes in CY24E to 240-260k tonnes in CY25. However, given ~6 months of delay 
in implementing QCOs, Chinese imports entered India covering the entire festive 
season sales in FY24, which has led to huge inventory buildup. As China’s 
consumption is yet to fall below the expected levels, global markets would 
continue to be flooded with Chinese cheap polyester yarn. 

• Price realisations: Yarn prices expected to remain stable in FY25 as dumping of 
cheaper polyester yarn in India likely to reduce however, there is a possibility of 
increased risk of dumping of cheap polyester fabrics. PTA and MEG prices 
expected to decline. 
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Exhibit 2: Crisil expects MEG prices to decline going forward 
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Source: Bloomberg, Systematix Institutional Research 

Crisil expects moderate revenue growth in FY25   

• Cotton yarn: Crisil expects revenue to drop by 5-7% in FY24. However, in FY25 it 
expects revenue to see a moderate 4-6% surge, in anticipation of normalized 
volume growth, improved availability of cotton and steady yarn prices.  

• Polyester yarn: Revenue is expected to expand moderately by 2-4% in FY25, 
following flattish growth in FY24 due to flooding of cheap polyester yarn by China. 
Growth will likely be supported by favourable government regulations 
(implementation of QCOs), gradual improvement in volumes, with reduction in 
cheap polyester yarn imports from China. However, dumping of cheaper Chinese 
polyester fabrics in the domestic market could restrict sales growth. 

Operating margins to recover gradually 

• Cotton yarn: Post lower margins in H1FY24 due to lower spreads and inventory 
losses, operating margins began to rebound Q3FY24 onwards, as CS24 
commenced and reduced inventory losses. Operating margins are expected to 
recover 100-150 basis points from decadal lows of 8.5-9% in FY24 to 10-10.5% in 
FY25, owing to expected improvement in cotton yarn spreads and fewer 
inventory losses. Experts anticipate better profitability for spinners in FY25 than in 
FY24.   

• Polyester yarn: Expected reduction in RM prices (PTA & MEG), stable polyester 
yarn prices, moderate sales growth and reduction in cheaper imports of polyester 
yarn from China is expected to improve profitability by 50-100bps to 6.5-7.5% in 
FY25. 

Capex 

• Cotton yarn: In FY24, capex plans of larger players were impacted due to stress 
on margins in the industry. CRISIL expects capex to recover slowly from FY25. 
However, experts on the panel believed capex could be limited and revival 
unlikely in the near term, unless a major export demand emerges. Experts believe 
8-10% margins in the spinning industry would be insufficient to incur fresh capex. 

• Polyester yarn: The industry added 5-6% of its capacity in last two years, which 
should operationalize in FY25. Hence, no major capex is planned for FY25. 
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Exports present limited growth 

• Cotton yarn: Subdued downstream international demand due to continued 
slowdown in the US and Europe may rein in export growth. However, experts 
suggested that entering into the untapped geographies of Japan and Africa could 
present a huge growth opportunity for India. Experts expect India-UK FTA (Free 
Trade agreement) to be signed within another 5-6 months, proving to be a big 
advantage for the Indian textiles industry. 

• Polyester Yarn: Currently, India exports ~15-20% of its total yarn supply. In FY22, 
exports were higher at 822k tonnes, due to higher demand for polyester yarn as 
cotton prices were at elevated levels. Despite being the world's 2nd largest 
exporter of polyester yarn, Crisil expects India's shipments to decline by ~15-17% 
in FY25 due to a) China continuing to dump low-cost polyester yarn into the 
market and b) Currency devaluations in significant export markets like the 
Egyptian pound (-40% vs. USD) and Turkish lira (-50% vs. USD) in the last 2 years, 
reason why the attraction for Indian polyester yarn has diminished. Additionally, 
as polyester yam manufacturers may receive better pricing in the home market, 
some export sales could get converted to domestic sales. 

Credit outlook - To remain stable 

• Cotton yarn: Despite the impact on margins in FY24 and the ensuing effect of 
debt protection metrics, Crisil says cotton yarn spinners' credit profiles are likely 
to remain steady in FY25, backed by deleveraged balance sheets and improved 
cash accruals. 

• Polyester yarn: To remain stable, as capacities added in the last 2 years are 
expected to stabilize. Overall, Crisil expects debt levels to remain stable.  

Working capital cycle  

• Cotton yarn: Crisil expects working capital to return to normalcy with regular 
supply of cotton expected in the near-medium term, going forward, thereby 
supporting cotton players’ balance sheets. With lower cotton prices, inventory 
may moderate marginally in FY24. 

• Polyester yarn: No major movements expected in working capital requirements. 

Exhibit 3: Valuation table 

Company name Rating 
Mkt Cap 
(Rs bn) 

CMP 
(Rs) 

TP 
(Rs) 

Upside 
from CMP*  

(%) 

PE (x) EV/EBITDA (x) RoE (%) 

FY23 FY24E FY25E FY26E FY23 FY24E FY25E FY26E FY23 FY24E FY25E FY26E 

Welspun Living BUY 134 138 187 36% 68.4 17.7 15.2 11.8 21.4 11.4 9.4 7.4 4.9 17.1 17.0 18.7 

Gokaldas Exports BUY 44 702 1,119 59% 26.4 30.7 19.9 15.7 16.9 18.1 11.9 9.7 18.2 13.8 18.0 18.6 

KPR Mill BUY 284 830 923 11% 34.9 34.4 29.7 22.5 23.2 23.1 20.3 15.8 23.6 20.4 20.1 22.4 

Vardhman Textiles BUY 129 445 469 5% 15.9 20.9 11.7 9.5 10.7 14.5 8.6 6.8 9.8 6.9 11.5 13.0 

Source: Systematix Institutional Research; *CMP as on date 28th March 2024 
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DISCLOSURES/APPENDIX 

I. ANALYST CERTIFICATION 

I, Pratik Tholiya, Yogeeta Rathod, Swati Saboo, hereby certify that (1) views expressed in this research report accurately reflect my/our personal views about any or all of the subject 
securities or issuers referred to in this research report, (2) no part of my/our compensation was, is, or will be directly or indirectly related to the specific recommendations or views 
expressed in this research report by Systematix Shares and Stocks (India) Limited (SSSIL) or its group/associate companies, (3) reasonable care is taken to achieve and maintain 
independence and objectivity in making any recommendations.    

Disclosure of Interest Statement Update 

Analyst holding in the stock No 

Served as an officer, director or employee No 

 
II. ISSUER SPECIFIC REGULATORY DISCLOSURES, unless specifically mentioned in point no. 9 below: 

1. The research analyst(s), SSSIL, associates or relatives do not have any financial interest in the company(ies) covered in this report. 

2.  The research analyst(s), SSSIL, associates or relatives collectively do not hold more than 1% of the securities of the company(ies) covered in this report as of the end of the 
month immediately preceding the distribution of the research report. 

3. The research analyst(s), SSSIL, associates or relatives did not have any other material conflict of interest at the time of publication of this research report. 

4.  The research analyst, SSSIL and its associates have not received compensation for investment banking or merchant banking or brokerage services or any other products or 
services from the company(ies) covered in this report in the past twelve months. 

5.  The research analyst, SSSIL or its associates have not managed or co-managed a private or public offering of securities for the company(ies) covered in this report in the previous 
twelve months. 

6.  SSSIL or its associates have not received compensation or other benefits from the company(ies) covered in this report or from any third party in connection with this research 
report. 

7.  The research analyst has not served as an officer, director or employee of the company(ies) covered in this research report. 

8. The research analyst and SSSIL have not been engaged in market making activity for the company(ies) covered in this research report. 

9.  Details of SSSIL, research analyst and its associates pertaining to the companies covered in this research report: 

Sr. 
No. 

Particulars 
Yes / 
No. 

1 Whether compensation was received from the company(ies) covered in the research report in the past 12 months for investment banking transaction by SSSIL. No 
2 Whether research analyst, SSSIL or its associates and relatives collectively hold more than 1% of the company(ies) covered in the research report. No 
3 Whether compensation has been received by SSSIL or its associates from the company(ies) covered in the research report.  No 

4 
Whether SSSIL or its affiliates have managed or co-managed a private or public offering of securities for the company(ies) covered in the research report in the 
previous twelve months. 

No 
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Whether research analyst, SSSIL or associates have received compensation for investment banking or merchant banking or brokerage services or any other 
products or services from the company(ies) covered in the research report in the last twelve months. 
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10. There is no material disciplinary action taken by any regulatory authority that impacts the equity research analysis activities. 

STOCK RATINGS 

BUY (B): The stock's total return is expected to exceed 15% over the next 12 months. 
HOLD (H): The stock's total return is expected to be within -15% to +15% over the next 12 months. 
SELL (S): The stock's total return is expected to give negative returns of more than 15% over the next 12 months. 
NOT RATED (NR): The analyst has no recommendation on the stock under review. 
 

INDUSTRY VIEWS 

ATTRACTIVE (AT): Fundamentals/valuations of the sector are expected to be attractive over the next 12-18 months. 
NEUTRAL (NL): Fundamentals/valuations of the sector are expected to neither improve nor deteriorate over the next 12-18 months. 
CAUTIOUS (CS): Fundamentals/valuations of the sector are expected to deteriorate over the next 12-18 months. 

III. DISCLAIMER 

The information and opinions contained herein have been compiled or arrived at based on the information obtained in good faith from sources believed to be reliable. Such information 
has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy completeness or correctness.  

This document is for information purposes only. This report is based on information that we consider reliable; we do not represent that it is accurate or complete and one should exercise 
due caution while acting on it.  Description of any company(ies) or its/their securities mentioned herein are not complete and this document is not and should not be construed as an 
offer or solicitation of an offer to buy or sell any securities or other financial instruments. Past performance is not a guide for future performance, future returns are not guaranteed and 
a loss of original capital may occur. All opinions, projections and estimates constitute the judgment of the author as on the date of the report and these, plus any other information 
contained in the report, are subject to change without notice. Prices and availability of financial instruments are also subject to change without notice. This report is intended for 
distribution to institutional investors. 

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity that is a citizen or resident or located in any 
locality, state, country or other jurisdiction where such distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject to SSSIL or 
its affiliates to any registration or licensing requirement within such jurisdiction. If this report is inadvertently sent or has reached any individual in such country, especially USA, the same 
may be ignored and brought to the attention of the sender. Neither this document nor any copy of it may be taken or transmitted into the United States (to U.S. persons), Canada, or 
Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed in Japan or to any resident thereof. Any unauthorized use, duplication, 
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including but not restricted to fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc. 

SSSIL and its affiliates, officers, directors, and employees subject to the information given in the disclosures may: (a) from time to time, have long or short positions in, and buy or sell, the 
securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation (financial interest) 
or act as a market maker in the financial instruments of the company (ies) discussed herein or act as advisor or lender / borrower to such company (ies) or have other potential material 
conflict of interest with respect to any recommendation and related information and opinions. The views expressed are those of the analyst and the company may or may not subscribe 
to the views expressed therein.  

SSSIL, its affiliates and any third party involved in, or related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness, 
merchantability or fitness for a particular purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall SSSIL, any of its affiliates or any third 
party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. The company accepts no liability whatsoever for the actions of 
third parties. The report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of the company, the 
company has not reviewed the linked site. Accessing such website or following such link through the report or the website of the company shall be at your own risk and the company 
shall have no liability arising out of, or in connection with, any such referenced website.  

SSSIL will not be liable for any delay or any other interruption which may occur in presenting the data due to any technical glitch to present the data. In no event shall SSSIL be liable for 
any damages, including without limitation, direct or indirect, special, incidental, or consequential damages, losses or expenses arising in connection with the data presented by SSSIL 
through this presentation. 

SSSIL or any of its other group companies or associates will not be responsible for any decisions taken on the basis of this report. Investors are advised to consult their investment 
and tax consultants before taking any investment decisions based on this report. 

Registration granted by SEBI to SSSIL and certification from NISM to the analyst in no way guarantee performance of SSSIL or to provide any assurance of returns to investors. 
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Details of Registration : CIN - U65993MH1995PLC268414 | BSE SEBI Reg. No.: INZ000171134 (Member Code: 182) | NSE SEBI Reg. No.: INZ000171134 (Member Code: 11327) | MCX SEBI 
Reg. No.: INZ000171134 (Member Code: 56625) | NCDEX SEBI Reg. No.: INZ000171134 (Member Code: 1281) | Depository Participant SEBI Reg. No.: IN-DP-480-2020 (DP Id: 12034600) | 
PMS SEBI Reg. No.: INP000002692 | Research Analyst SEBI Reg. No.: INH200000840 | AMFI : ARN - 64917 

 

mailto:contactus@systematixgroup.in
http://www.systematixgroup.in/
http://www.systematixshares.com/

	Indian Textiles
	Systematix

