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Earning Review 

ILP: 2QFY23 LPS clocked in at Rs0.40 
Event 

 Interloop Limited (ILP PA) loss clocked in at Rs376mn (LPS Rs0.40) in 2QFY23 as compared to profit of Rs2.0bn 
(EPS Rs2.17) in 2QFY22. This takes 1HFY23 profitability to Rs4.6bn (EPS Rs4.91) compared to Rs4.7bn (EPS 
Rs5.05) in 1HCY22. 

 Result is below our expectation due to lower sales and inventory losses. 

Impact 

 Sales of the company rose by 12% YoY in 2QFY23. Whereas, sales were down by 36% QoQ given slowdown in 
export markets. 

 Gross profit declined by 28/65% YoY/QoQ and Gross Margins were down 8.7/17.4ppts YoY/QoQ attributable to 
inventory losses, in our view. 

 Admin and Distribution expenses inclined by 23% YoY during the quarter. 

 Other expenses at ~Rs1mn were down by ~100% YoY during 1QFY23. We await clarity on this front. 

 Financial charges were up by 2.8x YoY given (1) higher interest rates (LTFF/EFS rates of 11.7% in 2QFY23, up 
7.7ppts YoY) and (2) higher debt requirement (Rs53.8bn, up 50% YoY, as of Sep’30, 2022) to finance purchase of 
costlier cotton (domestic/international up by 6/6% YoY). 

 Tax expense increased by 80% YoY during 2QFY23. 

Outlook 

 Near term profitability would remain a challenge amid slowdown in export markets. However, given 
diversification into denim and apparel, and further hosiery and other expansion plans, we believe ILP is poised 
for improvement in profitability. Thus, we have an “Outperform” stance on the scrip. 
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Table 1: Interloop Limited - 2QFY23 Financial Highlights   
   Rs (mn) 2QFY23 2QFY22 YoY QoQ FY22 1HFY22 YoY 

Net sales          22,459       20,017  12% -26%     52,922      39,347  35% 
COGS          18,902       15,106  25% -7%     39,250      28,899  36% 
Gross profit            3,557         4,911  -28% -65%     13,672      10,448  31% 
Admin & Distribution cost             2,228         1,815  23% -18%       4,945        3,562  39% 
Other expenses                   1            395  -100% -100%          900           975  -8% 
Profit from Operations            1,327         2,701  -51% -80%       7,827        5,912  32% 
Other income                 39              20  91% 79%            61             25  141% 
Financial charges            1,414            512  176% 16%       2,631           872  202% 
PBT               (48)        2,210  na na       5,257        5,065  4% 
Tax               328            182  80% -4%          671           347  93% 
PAT             (376)        2,028  na na       4,585        4,718  -3% 

EPS            (0.40)          2.17              4.91          5.05  
 DPS                 -     2.0                   -     2.0   
   

  

    
   Gross Margin 15.8% 24.5%     25.8% 26.6%   

Net Margin -1.7% 10.1%     8.7% 12.0%   
Effective tax rate na 8.3%     12.8% 6.9%   

Source: PSX, Foundation Research, Feb 2023 
    

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. 

Important disclosures: 


