Apparel firms p1n hope on festival boost
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After witnessing a major set-
back in the past two quar-
ters due to Covid pandemic,
apparel companies are
banking on the coming fest-
ival season for a recovery
from an all-time low phase.

Export orders
Apparel exporters have
already received encour-

aging orders on expectation
of a spike in the festival sea-
son sales in the interna-
tional markets. However,
turnover is expected to de-
cline 20-25 per cent this
fiscal compared to 40 per
cent fall in revenues of com-
panies focussed on the do-
mestic market in first half of
this fiscal, said ICRA in a re-
port.
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Demand in the second half of this fiscal is expected to gain strength
from extended online festival sales and further easing of lockdown

ICRA Ratings, said though
the recovery trajectory so
far has been relatively better
for exporters, the second
wave of the pandemic gath-
ering pace across countries
remains a key risk. The
faster opening up of eco-
nomies and better recovery
in retail sales in the interna-

tional markets facilitated a
relatively higher uptick in
sales for apparel exporters
in the last few months, he
said.

Demand in second half of
this fiscal is' expected to
gather support from exten-
ded online festival sales and
further relaxations under

Unlock-5 guidelines. This
apart, developments such as
a rollback of the previously
announced pay cuts by
some corporate entities and
the Government’s festival-
advance scheme are also ex-
pected to result in improved
cash flows in the hands of
consumers, thereby sup-
porting discretionary
spending, Roy added.

Domestic market
However, the contraction in
revenues projected for FY21
is likely to translate into at
least two per cent fall in op-
erating profitability of ap-
parel exporters in the cur-
rent fiscal. The drop for the
domestic-market  focused
companies would be much
higher at six per cent as
these companies have relat-
ively higher fixed costs.



