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Reciprocal tariff could be favourable for India’s textile sector

SECTOR UPDATE On 2 April 2025, US President, Donald Trump, announced reciprocal tariffs, aiming

to equalize the tariff rates that US faces from its trading partners. Under this policy,

Industry Textiles Indian exports to the US now face a tariff of 27%. Although steep, it is still lower

than that imposed on key competitors in the textiles and apparel sector, such as

Stock Performance (1-year) Vietnam (46%), Cambodia (49%), China (34%+20% previously announced),
1,400 4 Bangladesh (37%), and Pakistan (29%). We expect the tariff hike to disrupt global
1,050 - - ,M supply chains, raise costs and prompt companies to diversify sourcing. While many
700 4 Asian exporters face challenges, this is a unique opportunity for India to strengthen
350 | e aansiiihee s Ve its position in the global trade. The differential gives India a competitive edge,

0 positioning it as an attractive sourcing destination for US apparel brands like GAP

g, g g, g S, :r. :r, :5 g m .,N, -JN* and Walmart, which currently rely on higher-tariff countries. For example, shifting
g g 53223838583 production from Bangladesh (37% tariff) to India (27%) could yield significant cost
VTEX GEXP PR WELSPUNL savings for the US-based companies. We believe India could sustain and enhance

its market positioning in world trade by focusing on a) negotiating tariff reductions
Source: Systematix Institutional Research through bilateral trade agreements, b) exploring alternative markets to reduce
over-reliance on the US, c) strategic policy shifts such as zero-duty cotton imports,
etc. On the flip side, higher tariffs could potentially dampen US consumer demand
as a huge portion of the tariff costs may get passed on to the end consumer,
resulting in apparel prices turning costlier. US companies may also ask Indian
suppliers to partly absorb the higher costs, which would squeeze their margins,
pushing them to focus on cost-cutting measures. Additionally, countries such as
Turkey, Morocco, and Latin America, which have been spared from high tariffs,
could emerge winners and attract shifts in apparel manufacturing. Despite near-
term uncertainties, we are optimistic that a) strong demand visibility, supported by
normalizing channel inventories at the global retailer level, comparatively lower
tariffs, rising labour costs in Vietnam, ongoing political instability in Bangladesh, b)
India’s strong production base, and c) government support would cumulatively
drive long-term growth in India’s textile industry.

Impact on companies under coverage:

e Gokaldas Exports Ltd (GEXP): North America is a primary focus market for GEXP
that accounts for 60-85% of exports. We believe the 27% tariff would moderately
impact US-bound shipments and likely offer a competitive advantage over
Bangladesh, which faces higher 37% tariff. GEXP could thereby gain market share
in the US apparel market.

e Welspun Living (WELSPUNL): North America is a major market for WELSPUNL,
commanding over 63% of its exports share. India is a leading supplier of terry
towels and bed sheets to the US, with 43% market share in terry towels and 61%
in bed sheets in value terms during CY24, as per the OTEXA data. India would
have a competitive edge in home textile exports to the US, given the high demand
for its products there and lower tariff rate. However, US as a top export
destination (Home Textiles) for India could pose significant risks.
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pratiktholiya@systematixgroup.in e Vardhman Textiles (VTEX) and KPR Mills (KPR): Both companies have significant
+91 22 6704 8028 customer base in the US, which makes them susceptible to the impact from the
Yogeeta Rathod tariff. However, India’s lower tariff relative to competitors could help mitigate the
yogeetarathod @systematixgroup.in loss in their market shares.
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Investors are advised to refer disclosures made at the end of the research report.
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Exhibit 1: Valuation Table
Company Name Rating | MktCap | CMP TP Upside PE (x) EV/EBITDA (x) ROCE (%) ROE (%)

(Rs bn) (Rs) (Rs) (%) FY25E FY26E FY27E FY25E FY26E FY27E FY25E FY26E FY27E FY25E FY26E FY27E

Gokaldas Exports BUY 64 837 1141 36% 38.2 23.6 18.3 19.3 14.9 121 7.3 9.4 11.0 7.6 11.0 12.4
KPR Mill HOLD 328 956 988 3% 36.5 27.0 24.2 24.9 18.9 16.9 19.3 23.2 225 19.0 21.8 20.5
Vardhman Textiles BUY 138 471 588 25% 15.1 123 9.6 10.9 9.5 7.3 8.4 9.9 11.9 9.4 10.7 12.5
Welspun Living BUY 125 124 176 42% 19.0 14.6 11.3 11.4 9.3 7.5 13.0 15.0 17.3 133 15.2 16.9

Source: Systematix Institutional Research

India’s major exports to the US: According to the Ministry of Commerce and
Industry, India’s exports to the US in CY24 amounted to USD 80.77bn, with 15 major
export categories accounting for 80% of this trade. Textile & Apparel exports
(comprising textile articles, non-knitted and knitted apparels, carpets and other
textile floor coverings) accounted for ~USD 9.32bn (~11.54%) of this trade.

Exhibit 2: India's major exports to the US (CY24) - Categories
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Source: Ministry of Commerce and Industry, Systematix Institutional Research

India’s textile export dependence on the US vs other countries: According to the
Ministry of Commerce and Industry, India’s textile exports touched ~USD 36bn in
2023-24, of which, US accounted for ~28% (USD 10bn), a significant increase from
21% in 2016-17, rising steadily to 29% in 2022-23. The share of Indian textile exports
to the US within key textile sub-segments is notable - 58% of carpet exports, 50% of
other-made-up textiles, 44% of coated, covered, laminated textiles, and ~33% of
knitted and non-knitted apparel and accessories. With the new 27% reciprocal tariff
in place, India may face a potential decline in textile exports to the US, although the
lower tariff rate compared to other major competitors could help India preserving its
relative competitiveness in the US market.

P — Systematix Research is also available on Bloomberg SSSL <Go>, Thomson & Reuters Systematix Shares and Stocks (India) Limited 2
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Exhibit 3: India’s textile exports to Top 10 countries in FY24 (USD mn)
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Source: Ministry of Commerce and Industry, Systematix Institutional Research

The urgent need to realign strategically: The government and domestic textile
players should realign their strategies and pitch to US retailers quickly, to leverage
and capitalize India’s differential tariff opportunity with global competitors. India
currently lacks an efficient textile manufacturing ecosystem, which has resulted in
customers moving to other countries like Bangladesh and Vietnam. Government’s
focus on building such textile hubs should help in capturing the incremental demand.

Exhibit 4: Share of US in India’s total textile exports
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Source: Ministry of Commerce and Industry, Systematix Institutional Research

Exhibit 5: US’ share of key textile sub-segments in Indian textile exports

US share in India’s textile exports % Share
Carpets 58.0%
Made-up textile articles 49.8%
Laminated textile products 44.3%
Knitted apparels 32.9%
Non-Knitted apparels 32.1%
Wadding, felt, special yarn, twine etc 28.1%
Veg Textile fibres, yarns & woven fabrics 16.6%
Knitted/crocheted fabrics 14.5%
Special woven fabrics, lace, etc 14.4%
Silk 10.1%

Source: Ministry of Commerce and Industry, Systematix Institutional Research
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Exhibit 6: Country wise tariffs

Increased competitive edge over Bangladesh: Bangladesh’s textile industry is the
backbone of its economy, contributing 15% of its GDP and 80% of total exports.
According to Export Promotion Bureau (EPB), Bangladesh’s total exports touched
USD 55.56bn in FY23, with apparel accounting for nearly USD 47bn (10.27% YoY
growth). Its primary export destinations include the European Union (EU), US,
Canada, Australia, and Japan. However, with the US imposing 37% reciprocal tariff on
Bangladeshi exports, US importers may shift their sourcing requirements to India,
given its comparatively lower tariff burden.

Potential benefits of bilateral trade agreements and revision in existing duty
structure: The ongoing negotiations for a bilateral trade agreement between the US
and India could enhance India's position compared to competing countries. Revision
in certain trade policies such as a zero-for-zero duty strategy in the textile sector
could counterbalance the impact of tariff by eliminating the 11% import duty on
cotton and significantly boost trade between the two nations.

Nearshoring could rise and benefit some regions: Tariffs could increase nearshoring,
as countries like Mexico (due to United States-Mexico-Canada Agreement - USMCA),
a notable exception to the tariff hikes, could potentially benefit from the shift. Other
regions like Turkey, Morocco, and Latin America, too could see increase in apparel
manufacturing, as these countries have been spared from the high tariffs.

Tariffs charged to the US US discounted Tariffs charged to the US US discounted
Terrtorics manipuations and trade | (nchudes 10% naseline | Courtries & Territories | e e | (incudes 0% basline
barriers) tariffs) barriers) tariffs)
India 52% 27% Kuwait 10% 10%
China 67% 34% Kyrgyzstan 10% 10%
Bangladesh 74% 37% Laos 95% 48%
Indonesia 64% 32% Lebanon 10% 10%
Vietnam 90% 46% Liberia 10% 10%
Thailand 72% 37% Libya 61% 31%
Pakistan 58% 30% Liechtenstein 73% 37%
Afghanistan 49% 10% Madagascar 93% 47%
Albania 10% 10% Malawi 34% 18%
Algeria 59% 30% Malaysia 47% 24%
Andorra 10% 10% Maldives 10% 10%
Angola 63% 32% Mali 10% 10%
Anguilla 10% 10% Marshall Islands 10% 10%
Antigua and Barbuda 10% 10% Martinique 10% 10%
Argentina 10% 10% Mauritania 10% 10%
Armenia 10% 10% Mauritius 80% 40%
Aruba 10% 10% Mayotte 10% 10%
Australia 10% 10% Micronesia 10% 10%
Azerbaijan 10% 10% Moldova 61% 31%
Bahamas 10% 10% Monaco 10% 10%
Bahrain 10% 10% Mongolia 10% 10%
Barbados 10% 10% Montenegro 10% 10%
Belize 10% 10% Montserrat 10% 10%
Benin 10% 10% Morocco 10% 10%
Bermuda 10% 10% Mozambique 31% 16%
Bhutan 10% 10% Namibia 42% 21%
Bolivia 20% 10% Nauru 59% 30%
Bosnia and Herzegovina 70% 36% Nepal 10% 10%
Botswana 74% 38% New Zealand 20% 10%
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Tariffs charged to the US US discounted Tariffs charged to the US US discounted
Countries & (Including currency reciprocal tariffs Countries & Territories (Including currency reciprocal tariffs
Territories manipulations and trade (Includes 10% baseline manipulations and trade (Includes 10% baseline
barriers) tariffs) barriers) tariffs)
Brazil 10% 10% Nicaragua 36% 19%
_?;i:iis:;:;dia” Ocean 10% 10% Niger 10% 10%
British Virgin Islands 10% 10% Nigeria 27% 14%
Brunei 47% 24% Norfolk Island 58% 29%
Myanmar 88% 45% North Macedonia 65% 33%
Burundi 10% 10% Norway 30% 16%
Cabo Verde 10% 10% Oman 10% 10%
Cambodia 97% 49% Panama 10% 10%
Cameroon 22% 12% Papua New Guinea 15% 10%
Cayman Islands 10% 10% Paraguay 10% 10%
Central African Republic 10% 10% Peru 10% 10%
Chad 26% 13% Philippines 34% 18%
Chile 10% 10% Qatar 10% 10%
Christmas Island 10% 10% Reunion 73% 37%
Cocos (Keeling) Islands 10% 10% Rwanda 10% 10%
Colombia 10% 10% Saint Elena 15% 10%
Comoros 10% 10% Saint Kitts and Nevis 10% 10%
Congo (Brazzaville) 10% 10% Saint Lucia 10% 10%
Congo (Kinshasa) 22% 11% Saint Pierre and Miquelon 99% 50%
Cook Islands 10% 10% Z";Z‘:a\g::;"t and the 10% 10%
Costa Rica 17% 10% Samoa 10% 10%
Cote d'lvoire 41% 21% San Marino 10% 10%
Curacao 10% 10% Sdo Tomé and Principe 10% 10%
Djibouti 10% 10% Saudi Arabia 10% 10%
Dominica 10% 10% Senegal 10% 10%
Dominican Republic 10% 10% Serbia 74% 38%
Ecuador 12% 10% Sierra Leone 10% 10%
Egypt 10% 10% Singapore 10% 10%
El Salvador 10% 10% Sint Maarten 10% 10%
Equatorial Guinea 25% 13% Solomon Islands 10% 10%
Eritrea 10% 10% South Africa 60% 31%
Eswatini 10% 10% South Korea 50% 26%
Ethiopia 10% 10% South Sudan 10% 10%
EU 39% 20% Sri Lanka 88% 44%
Falkland Islands 82% 41% Sudan 10% 10%
Fiji 63% 32% Suriname 10% 10%
French Guiana 10% 10% Svalbard and Jan Mayen 10% 10%
French Polynesia 10% 10% Switzerland 61% 32%
Gabon 10% 10% Syria 81% 41%
Gambia 10% 10% Taiwan 64% 32%
Georgia 10% 10% Tajikistan 10% 10%
Ghana 17% 10% Tanzania 10% 10%
Gibraltar 10% 10% Timor-Leste 10% 10%
Grenada 10% 10% Togo 10% 10%
Guadeloupe 10% 10% Tokelau 10% 10%
Guatemala 10% 10% Tonga 10% 10%
Guinea 10% 10% Trinidad and Tobago 12% 10%
Guinea-Bissau 10% 10% Tunisia 55% 28%
Guyana 76% 38% Turkey 10% 10%
Haiti 10% 10% Turkmenistan 10% 10%
R — Systematix Research is also available on Bloomberg SSSL <Go>, Thomson & Reuters Systematix Shares and Stocks (India) Limited 5
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Tariffs charged to the US US discounted Tariffs charged to the US US discounted
Countries & (Including currency reciprocal tariffs Countries & Territories (Including currency reciprocal tariffs
Territories manipulations and trade (Includes 10% baseline manipulations and trade (Includes 10% baseline
barriers) tariffs) barriers) tariffs)

::Ear:gsand McDonald 10% 10% Turks and Caicos Islands 10% 10%
Honduras 10% 10% Tuvalu 10% 10%
Iceland 10% 10% Uganda 20% 10%

Iran 10% 10% Ukraine 10% 10%

Iraq 78% 39% United Arab Emirates 10% 10%

Israel 33% 17% United Kingdom 10% 10%
Jamaica 10% 10% Uruguay 10% 10%
Japan 46% 24% Uzbekistan 10% 10%
Jordan 40% 20% Vanuatu 44% 23%
Kazakhstan 54% 27% Venezuela 29% 15%
Kenya 10% 10% Yemen 10% 10%
Kiribati 10% 10% Zambia 33% 17%
Kosovo 10% 10% Zimbabwe 35% 18%

Source: White House Press Release, Systematix Institutional Research
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DISCLOSURES/APPENDIX
I.  ANALYST CERTIFICATION

I, Pratik Tholiya, Yogeeta Rathod; 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

Il.  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:

;L" Particulars YSZ./
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

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

R No
previous twelve months.

Whether research analyst, SSSIL or associates have received compensation for investment banking or merchant banking or brokerage services or any other

X . . . No
products or services from the company(ies) covered in the research report in the last twelve months.

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.

lll.  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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redistribution or disclosure of this report including, but not limited to, redistribution by electronic mail, posting of the report on a website or page, and/or providing to a third party a link,
is prohibited by law and will result in prosecution. The information contained in the report is intended solely for the recipient and may not be further distributed by the recipient to any
third party.

SSSIL generally prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives of any
companies that the analysts cover. Additionally, SSSIL generally prohibits its analysts and persons reporting to analysts from serving as an officer, director, or advisory board member of
any companies that they cover. Our salespeople, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that
reflect opinions that are contrary to the opinions expressed herein. Our proprietary trading and investing businesses may make investment decisions that are inconsistent with the
recommendations expressed herein. The views expressed in this research report reflect the personal views of the analyst(s) about the subject securities or issues and no part of the
compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and views expressed by research analyst(s) in this report. The
compensation of the analyst who prepared this document is determined exclusively by SSSIL; however, compensation may relate to the revenues of the Systematix Group as a whole, of
which investment banking, sales and trading are a part. Research analysts and sales persons of SSSIL may provide important inputs to its affiliated company(ies).

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations which could have an adverse effect on their value or price or the income
derived from them. In addition, investors in securities such as ADRs, the values of which are influenced by foreign currencies, effectively assume currency risk. SSSIL, its directors, analysts
or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on the basis of this report
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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