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FSL Textile Universe Profitability

1QFY23 1QFY22 YoY QoQ

ILP 5.3        3.0          76% -12%

NML 4.0        9.4          -57% 12%

Dividend Expectation (Rs/sh)

ILP -        

NML -        

Textile Exports

US$ mn 2MFY23 2MFY22 YoY Share

Cotton yarn 160       193         -17% 5%

Cotton cloth 377       368         3% 12%

Knit wear 885       757         17% 29%

Bed wear 512       528         -3% 17%

Ready made garments 635       585         8% 21%

Others 487       503         -3% 16%

Total 3,056    2,934      4% 100%

Source: PBS, Foundation Research, Oct 2022

 
 
 
        
 
 

  

Pakistan Textiles 
Profitability to increase in 1QFY23  

Event 

 Profitability of FSL Textile sector is projected to increase by 3% YoY in 1QFY23 on 
the back of sustained profitability of Interloop amid robust textile exports 
(provisionally up 4% YoY in 1QFY23) and ~25.3% YoY Rs-US$ depreciation. 
Sequentially, profitability of the sector would fall by 7%. 

 Record floods in the South cotton growing belt would not affect textile exports, in 
our view, as textile companies would rely on imported cotton instead. Gov’t has also 
assured textile companies that it would facilitate cotton imports to meet the shortfall 
in domestic cotton production. 

Impact 

 FSL Textile sector profitability to rise in 1QFY23: Amid robust textile exports (up 
4% YoY in 1QFY23 as per provisional APTMA data) and benefit of steep Rupee-US$ 
depreciation of ~25.3% YoY, we project that FSL textile sector profitability would 
increase by 3% YoY during 1QFY23 but decline by 7% QoQ. 

 ILP profitability to remain elevated: Interloop’s EPS is estimated to be Rs5.27 in 
1QFY23, up/down 76/12% YoY/QoQ, driven by 56% YoY higher sales and elevated 
gross margins amid 25.3% YoY depreciation of Rs-US$ parity despite 46% YoY higher 
cotton prices. 

 NML to post EPS of Rs4.0: Nishat Mills is projected to post profitability of Rs4.02/sh 
in 1QFY23, down/up 57/12% YoY/QoQ amid lower gross margins given 46% YoY 
higher cotton cost and elevated gas/coal prices despite higher sales (up by 25% YoY) 
and benefit of Rs-US$ depreciation of 25.3% YoY. 

 Gov’t goes out of its way to support sector amid record floods: Gov’t has assured 
textile companies that it would facilitate the sector by (1) easing the process of 
opening cotton import LC’s to meet the shortfall in domestic cotton production amid 
record floods in the South cotton growing belt and (2) ensuring availability of gas 
during winters. Pakistan Cotton Ginners Association report dated 3 October 2022 
shows that cotton arrivals in Punjab/Sindh were up/down 3/41% YoY resulting in 
overall decline of 24% YoY with about half of the crop harvested (2.9mn bales).  

 Mixed trend in value added exports: In 2MFY23, exports of readymade garments 
increased by 8% YoY as quantity exported was up by 61% YoY (prices down by 33% 
YoY). Knit wear exports rose by 17% YoY as quantity inclined by 66% YoY (prices down 
by 30% YoY). Bed wear exports decreased by 3% YoY as quantity was down by 22% 
YoY (prices up by 25% YoY). Share of readymade garments and knit wear increased by 
1/3ppt YoY to 21/29%. Whereas share of bed wear declined by 1ppt YoY to 17%. 

 Basic textile exports also depict mixed trend: During 2MFY23, cotton cloth exports 
increased by 3% YoY as quantity declined by 33% YoY (prices increased by 53% YoY). 
Cotton yarn exports decreased by 17% YoY as quantity was down by 34% YoY (prices 
increased by 25% YoY). Share of cotton cloth remained flat YoY at 12% and cotton 
yarn declined by 1ppt YoY at 5%. 

Outlook 

 Looking ahead, we are cautious as export markets would be impacted by the 
anticipated economic slowdown in US and European markets given monetary 
tightening. We see demand slowdown for Pakistani textiles which would result in 
lower growth and be somewhat offset by the recent currency depreciation. 

 Our top picks in the sector are ILP and NML. 

A Fauji Foundation Group Company 
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 Fig 1: 2MFY23 textile exports breakdown (US$ mn) 

Source: PBS, Foundation Research, Oct 2022 

 

 

Fig 2: Local cotton prices rose amid floods (Rs/40kgs) 

Source: Bloomberg, PBS, FSL Research, Oct 2022 

 

 Fig 3: Bedwear and cotton prices 

Source: Bloomberg, PBS, FSL Research, Oct 2022 

 

 

Fig 4: Readymade garment prices and cotton prices 

Table 1: FSL Textile sector 1QFY23 Profitability     

 
1QFY23 1QFY22 YoY QoQ 

 Net sales  60,644 43,722 39% -2% 

 Cost of sales  47,713 33,439 43% -1% 

 Gross profit  12,931 10,282 26% -6% 

 Distribution expenses  2,427 2,005 21% -1% 

 Administrative expenses  1,917 1,337 43% -1% 

 Other operating expenses  625 772 -19% -25% 

 Other operating income  986 998 -1% -38% 

 EBIT  8,948 7,166 25% -11% 

 Finance Cost  1,664 648 157% 4% 

 Profit before taxation  7,284 6,518 12% -14% 

 Taxation  1,140 537 112% -39% 

 Profit after taxation  6,144 5,981 3% -7% 

 Source: Company Accounts, Foundation Research, October 2022  
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Abbreviations 
 
FBR Federal Board of Revenue 
LT Long Term 
MoM  Month on Month 
SBP State Bank of Pakistan 
YoY  Year on Year  
 
 

 

 

Disclaimer: This report has been prepared by FSL. The information and opinions contained herein have been compiled or arrived at based upon information obtained 
from sources believed to be reliable and in good faith. Such information has not been independently verified and no guaranty, representation or warranty, express or 
implied is made as to its accuracy, completeness or correctness. All such information and opinions are subject to change without notice. This document is for 
information purposes only. Descriptions of any company or companies or their securities mentioned herein are not intended to be 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. FSL may, to the extent permissible by 
applicable law or regulation, use the above material, conclusions, research or analysis before such material is disseminated to its customers. Not all customers will 
receive the material at the same time. FSL, their respective directors, officers, representatives, employees, related persons may have a long or short position in any of 
the securities or other financial instruments mentioned or issuers described herein at any time and may make a purchase and/or sale, or offer to make a purchase 
and/or sale of any such securities or other financial instruments from time to time in the open market or otherwise, either as principal or agent. FSL may make markets 
in securities or other financial instruments described in this publication, in securities of issuers described herein or in securities underlying or related to such securities. 
FSL may have recently underwritten the securities of an issuer mentioned herein. This document may not be reproduced, distributed or published for any purposes. 

Research Dissemination Policy: Foundation Securities (Pvt.) Ltd. endeavors to make all reasonable efforts to disseminate research to all eligible clients in a timely 
manner through either physical or electronic distribution such as mail, fax and/or email. Nevertheless, not all clients may receive the material at the same time. 
 

Target price risk disclosures: Any inability to compete successfully in their markets may harm the business. This could be a result of many factors which may include 
geographic mix and introduction of improved products or service offerings by competitors. The results of operations may be materially affected by global economic 
conditions generally, including conditions in financial markets. The company is exposed to market risks, such as changes in interest rates, foreign exchange rates and 
input prices. From time to time, the company will enter into transactions, including transactions in derivative instruments, to manage certain of these exposures. 
 

Analyst certification: The views expressed in this research accurately reflect the personal views of the analyst(s) about the subject securities or issuers and no part of 
the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research. The analyst 
principally responsible for the preparation of this research receives compensation based on overall revenues of Foundation Securities and has taken reasonable care to 
achieve and maintain independence and objectivity in making any recommendations. 

 
Recommendations definitions 
If  
Expected return >+10%   Outperform. 
Expected return from -10% to +10%  Neutral.  
Expected return <-10%   Underperform. 
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