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Indo Count Industries Ltd (ICNT) is focused player on bedding—a niche segment of 
home textile market, which formed 81% of revenues in FY15. It’s other two segments 
spinning and consumer goods contributed 16% and 3% respectively. In terms of 
EBITDA, home textiles contributed 95% of total EBITDA in FY15. 
With a unique asset-light business model, ICNT enjoys robust and best in class capital 
efficiency (40% RoCE). Entry in newer products expands opportunity by 3x to USD13b. 

Asset light model + Growth = Continued re-rating 
Higher utilization to drive 45% EPS CAGR over FY15-17 

 ICNT employs a unique asset-light business model and primarily invests in 
processing capacities with 75% of spinning and weaving being outsourced. This 
ensures superior capital efficiency (3x asset turn v/s 1.2x for fully-integrated unit). 

 ICNT has forayed into new segments like fashion bedding, institutional linens and 
utility bedding which expands its opportunity size by 3x to USD13b. With these 
newer segments currently dominated by high-cost Chinese players, we believe 
ICNT is in a sweet spot to capture growth potential in these new segments. 

 We believe ICNT can post 23% revenue CAGR and 45% PAT CAGR over FY15-17 
along with strong FCF generation (INR2b annually over FY15-17) and improved 
return ratios (RoCE to improve from 38.8% to 55.8% over FY15-17).  

 We initiate coverage with a ‘Buy’ and value the stock at 15x FY17 EPS, and arrive 
at a price target of INR1,300, implying 48% upside from current levels. 
 

Restructuring done; time for growth 

With US quota regime expiring in 2005, ICNT forward integrated into home 
textile segment by commissioning a capex of INR2b. In order to fund this capex 
it resorted to significant leverage with net debt to equity at 1.7x in FY09. 
Slowdown in demand environment, excessive leverage (1.7x debt equity) and 
significant derivative losses (aggregating INR1.5b) forced ICNT to go for CDR in 
Aug-08, following which the management completely winded down derivative 
contracts and aggressively ramped up its utilization rates; this drove 35% 
revenue CAGR over FY09-15 and improved margins from 4.1% in FY09 to 17.6% 
in FY15. Consequently, ICNsT improved its debt equity from 1.7x to 0.8x over 
FY09-15 and exited CDR in FY15; this will now enable ICNT to expand into newer 
product categories enabling next set of growth. 
 

Asset-light business model ensures higher return ratios  
ICNT employs a unique business model—focus on investing in the processing 
capacities and largely relying on outsourcing (~75% outsourced) for spinning and 
weaving. The company’s tilt toward outsourcing ensures much higher capital 
efficiency v/s peers (3x asset turnover v/s 1.2x for a fully-integrated unit) and 
strong RoCE (~39% in FY15). The tilt toward outsourcing also provides flexibility; 
if market trends evolve in favor of premium, higher count yarn and fabric, ICNT 
can change its toll manufactures more easily than a competitor who would be 
fully integrated in terms of manufacturing facilities and with little flexibility to 
adhere to changing needs and demands of customers. 
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Stock Info 

Bloomberg ICNT IN 

Equity Shares (m) 35.5 

52-Week Range (INR) 1036/131 

1, 6, 12 Rel. Per (%) 23/137/483 

M.Cap. (INR b)/ (USD b) 31.2/0.5 

AvgVal. INRm/Vol‘000 30/89 

Free float (%) 41.1 

 
Financial Snapshot (INR b) 
Y/E Mar 2015 2016E 2017E 

Sales 17.8 22.3 27.0 

EBITDA 3.1 4.5 5.7 

NP 1.6 2.5 3.4 

EPS (INR) 41.5 62.4 86.8 

EPS Gr (%) 33.9 50.4 39.1 

BV/Sh (INR) 107.4 169.8 256.5 
RoE (%) 45.8 45.0 40.7 
RoCE (%) 38.8 49.7 55.8 
P/E (x) 21.0 13.9 10.0 
P/BV (x) 8.1 5.1 3.4 

 
Shareholding pattern (%) 

As on Mar-15 Dec-14 Mar-14 
Promoter 60.0 58.8 55.5 

FII 7.0 6.9 7.4 

DII 1.8 1.8 2.0 
Others 32.4 32.5 35.0 
FII Includes depository receipts 
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Product differentiation: Success mantra to grab market share 
ICNT is amongst the few companies that are completely focused on the bed 
sheet market. In the bed sheet market, brand plays a minimal role, and product 
differentiation is key to market share gains. Product differentiation—where 
differentiated designs, colors and products are delivered to customers after 
thorough research and analysis of the market place in the client country—plays 
a major role in market share gains in the bed linen business. Led by innovation, 
ICNT has introduced patented products like performance-based linen, thermal-
based linen, and temperature-based linen which has led realization growth. This 
solution-based approach is extremely rewarding for the company as 70% of the 
products sold to a client are based on ICNT’s recommendation to the client. 
 
Focus on new products to expand opportunity size by 3x 
ICNT is largely present in the USD4b bed sheet market and derived 95% of its 
home textile revenues from bed sheet in FY15. ICNT’s foray into new products 
like fashion bedding (decorative bedding), institutional linens (cater to high-end 
hotels, resorts, cruises) and utility bedding (basic bedding) in FY15 expands its 
addressable market by 3x (from USD4b to USD13b), providing strong growth 
visibility from a longer term perspective. Further, with 95% of these new 
segments dominated by China, we believe ICNT has strong room to gain market 
share in these categories going forward.  The company intends to increase the 
share of new products to 20%-25% over the next 2-3 years. 
 
Higher capacity utilization to drive 23% volume CAGR over FY15-17 
ICNT ramped up its capacity from 45m meters to 68m meters in FY15 with an 
incremental capex of INR0.8b. We expect utilization rate to expand from the 
current 65% to ~98% (on expanded capacities) by FY17, driving 23% volume 
CAGR over FY15-17. With an asset turnover of 3x, and assuming stable margins 
(~20%) and working capital requirements (working capital of 82 days in FY15), 
we believe the incremental RoCE for new capacities will be upwards of ~35%. 
 
Valuation and view 
With a unique asset-light business model, ICNT enjoys robust and best in class 
capital efficiency (39% RoCE as against 24% for Welspun, 10% for Trident). With 
capacities in place and FY15 utilization at 65%, foray into newer products like 
fashion, institutional linens and utility bedding, we believe ICNT has strong room 
for growth over FY15-17. We expect ICNT to post 23% revenue CAGR and 45% 
PAT CAGR over FY15-17 and with minimal capex requirements we expect strong 
FCF generation (~INR2b annually over FY15-17) and significant improvement in 
return ratios (RoCE to improve from 39% to 55.8% over FY15-17). Consequently, 
we expect ICNT to be debt free as against debt equity of 0.8x currently. With 
robust return ratios, strong FCF generation, expected debt free balance sheet 
and leadership in the bed sheet market, we believe valuations at 14x FY16E and 
10x FY17E are attractive, and re-rating should continue. We initiate coverage 
with a ‘Buy’ rating and a PT of INR1,300 (48% upside). 
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Company overview 
 
Predominantly a home textile player now 
ICNT is focused on bedding—a niche segment of home textile, which formed 81% of 
consolidated revenues in FY15; spinning contributed 16% and consumer goods 3%. 
Home Textile segment’s contribution has risen continuously over the last five 
years—improving from 65% in FY10 to 81% in FY15. Going forward, the 
management’s focus will be on the home textile business and it will not expand its 
spinning business. Similarly share of consumer durables has now reached miniscule 
levels of 3% and going forward this segment’s contribution should be negligible. 
 
Exhibit 1: Share of segments in company’s revenues 

 
Source: Company, MOSL 

 
ICNT focused on the niche segment of home textile—bedding 
ICNT is amongst the few industry players that are focused just on the bedding 
segment of home textile. Within the segment, ~95% of ICNT’s revenues are from 
sheet and the balance 5% coming from newer products like utility bedding, 
institutional bedding and fashion bedding. Key competitors in the bed sheet market 
in India are Alok Industries and Welspun; globally ICNT faces competition from 
countries such as China and Pakistan. Going forward, the management will continue 
its focus on bedding-related home textile segment.  
 
Exhibit 2:  ICNT has the second largest bedding textile capacity amongst Indian players 

 
Source: Company, MOSL 
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Restructuring done; time for growth 
Successfully exited CDR  

 Slowdown in demand, excessive leverage (1.7x debt/equity) and significant derivative 
losses (aggregating INR1.5b) landed ICNT in CDR in Aug-08. 

 Post landing into CDR, the management completely winded down derivative contracts 
and aggressively ramped up its utilization rates; this drove 35% revenue CAGR over 
FY09-15 and improved margins from 4.1% in FY09 to 17.6% in FY15. 

 Consequently, ICNT improved its debt/equity from 1.7x to 0.8x over FY09-15 and 
exited CDR in FY15; this will now enable the company to focus on growth. 

 

Transition from spinning to home textile 
ICNT was incorporated in 1988 with an objective to develop the company into a 
leading global textile player. Till 2005, the company was completely focused on 
spinning. With US quota regime expiring in 2005, the management decided to 
forward integrate into the home textile segment. Since home textiles is a made-to-
order business, management believed foray into segment would augur well in terms 
of order book visibility, and with room for value addition (with proprietary designs, 
colors, etc), home textiles as a segment will always be less commoditicized.  
 

Excessive leverage, significant derivative losses landed ICNT in CDR 
ICNT incurred a capex of INR2b in the commissioning of its home textile plant in 
FY07. To fund this capex, it resorted to significant leverage with net debt to equity at 
1.7x in FY09. The global financial crisis in FY09 impacted demand for the home 
textile segment, making it difficult for ICNT to make timely interest payments. ICNT’s 
entry into exotic derivative contracts (zero cost collar) with exposure levels higher 
than the revenues of the company at that time aggravated its problems as it 
suffered a loss of INR1.5b due to adverse movement in currency rates, forcing the 
company to go for Corporate Debt Restructuring (CDR) in Aug-08. 
 

Successfully exited from CDR on the back of higher capacity utilization 
After going for CDR, the management first took the corrective action of completely 
winding down the derivative contracts. Post that, as the global economy recovered, 
ICNT aggressively ramped up its utilization rates; this drove 35% revenue CAGR over 
FY09-15 and improved margins from 4.1% in FY09 to 17.6% in FY15. With 
improvement in the underlying business, interest coverage ratio improved from -
0.8x in FY09 to 4.6x in FY15 and debt/equity improved from 1.7x in FY09 to 0.8x in 
FY15. Consequently, ICNT exited CDR in FY15; this will now enable the company to 
focus on capacity expansion. 
 

Exhibit 3: Net debt/equity improved to 0.8x 

 
Source: Company, MOSL 

Exhibit 4: Interest coverage improved to 4.6x 

 
Source: Company, MOSL 
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Asset-light business model: A unique differentiator 
Outsourcing results in much higher capital efficiency as against peers 

 ICNT employs a unique business model with management—focus on investing in 
processing capacities and largely relying on outsourcing for weaving and spinning. 

 Consequently, spinning is largely outsourced, weaving is 25% in-house, processing is 
100% in house and made-ups is 100% in-house. This ensures much higher capital 
efficiency v/s peers (3x asset turnover as against 1.2x for a fully-integrated unit). 

 Led by product differentiation and solution-based approach towards clients, 70% of 
products sold to a client are based on what ICNT has recommended to its clients—a 
key reason for ICNT’s market share gains. 

 

Processing capacity 100% in-house, spinning and weaving 75% outsourced 
ICNT’s manufacturing process begins with spinning (where the cotton is spun into 
yarn), is followed by weaving and ends with processing and cutting. The company’s 
has an asset-light model, and the management believes in investing in front-end 
capacity and outsourcing the back-end processes—100% of processing and cutting 
capacity is in-house and spinning and weaving is largely outsourced (~75%). 
 

Exhibit 5: ICNT’s process flow 

 
Source: Company, MOSL  

 
Asset-light business model ensures higher return ratios  
ICNT employs a unique business model—focus on investing in processing capacities 
while largely relying on outsourcing for spinning and weaving requirements. ICNT’s 
spinning requirements for the bed sheet business is 75% outsourced; it has in-house 
weaving (for specialized products) only to the extent of 25% and outsources the 
balance 75% to toll manufacturers. Made-up manufacturing is 100% in-house as the 
extent of value addition is higher and adhering to strict quality standards is more 
relevant. The company’s tilt toward outsourcing ensures much higher capital 
efficiency v/s peers (3x fixed asset turnover v/s 1.2x for a fully-integrated unit) and 
strong RoCE (~39% in FY15). The tilt toward outsourcing also provides flexibility; if 
market trends evolve in favor or premium higher count yarn and fabric, ICNT can 
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change its toll manufactures more easily than a competitor who would be fully 
integrated in terms of manufacturing facilities and with little flexibility to adhere to 
changing needs and demands of customers. 
 
 

Exhibit 6: Indo Count reports highest RoCE amongst peers due to its asset light model 

 
Source: Company, MOSL 

 
Product differentiation: The success mantra to grab market share 
ICNT is amongst the few companies that are completely focused on the bed linen 
market. In the bed linen market, brand plays a minimal role, and product 
differentiation is key to market share gains. Product differentiation—where 
differentiated designs, colors and products are delivered to customers after 
thorough research and analysis of the market place in the client country—plays a 
major role in market share gains in the bed linen business. Led by innovation, ICNT 
has introduced patented products like performance-based linen, thermal-based 
linen, and temperature-based linen which has led realization growth. This solution-
based approach is extremely rewarding for the company as 70% of the products sold 
to a client are based on ICNT’s recommendation to the client. 
 
ICNT focuses on being extremely proactive with its customers with respect to new 
trends and fashion in the market as against being reactive, and has a dedicated 
design and product development team to that end. The team regularly innovates 
products, identifies gaps in product offerings for its customers vis-à-vis other 
retailers and then showcases and recommends new products to its clients. By 
extending itself from being a mere manufacturer to a complete solutions provider, 
ICNT adds significant value for its customers; this ensures high client retention. 
 
Formidable positioning in the bed linen market with high entry barriers 
The global bed linen is a specialized market, all the products manufactured on 
‘made-to-order’ basis. The products are highly customized, with designs, colors and 
final product approved by customers prior to sale; the manufacturers have firm 
order book visibility of 6-8 months, which translate into better inventory planning. 
Manufacturers such as ICNT have 100% visibility of what is moving at retailer 
shelves—store-wise visibility as well as SKU-wise visibility—and they work on auto-
replenishing the inventories, helping in better inventory planning on an ongoing 
basis.  
 
With Top 3 vendors from a country typically accounting for ~80% of a retailer’s bed 
linen purchases, large vendors with a track record of being credible and reliable 
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suppliers hold as much importance for retailers as retailers hold for these vendors. 
ICNT is amongst Top 3 vendors amongst its Top 10 clients (with other 2 clients 
typically being other large bed linen players like Welspun and Alok). Thus, unlike 
other textile products like yarn, denim and wovens, the bed linen market is not 
commoditized and vendors like ICNT have strong ability to add value to their clients, 
hold significance for them and enjoy better bargaining power and margins with 
them. Entry of new players into the market is difficult, with gestation period being 3-
5 years for getting empanelled with a large retailer; additionally, the need to service 
the client on a proactive basis (with market trends, gap analysis with competitors, 
product design and development) means that only focused and credible players will 
find entry into this market. 
 
Case study: How ICNT grows with its customers 
ICNT works with large-format retailers like Walmart, Target, JC Penny, and Bed, Bath 
and Beyond. These retailers have registered suppliers like ICNT, who are allocated a 
dedicated space in the store. Initially, as a supplier gets registered with a retailer, 
the products are stocked in ~100 stores. Sales at those stores are closely monitored 
(store-wise and SKU-wise). As sales at these initial stores gain traction, 
replenishment orders are placed and additional space is allocated in existing stores 
along with entry into new stores (taking the store count to ~500-1000 in subsequent 
years). To help retailers make better product decisions, ICNT has office-cum-
showrooms in countries that it operates—it has its own showroom on the 
prestigious Fifth Avenue in New York to exclusively cater to its US customers, a 
showroom in Canada, a showroom in Manchester, UK, and a showroom in 
Melbourne, Australia. 
 
Extending warehousing facilities to cater to select clients 
To cater to clients who have strictly local sourcing policies, ICNT has set up 
warehouses as well as locally-incorporated companies in such countries—Indo 
Count Global Inc in the US, (Indo Count UK Ltd. in the UK, and Indo Australia Pty Ltd. 
in Australia. This has enabled ICNT to tap new and large clients like Bed, Bath and 
Beyond which have strict local sourcing policies. 
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Focus on new segments to expand opportunity size by 3x 
New segment’s contribution to increase from ~5% to ~25% over FY15-17 

 With focus on value added products, ICNT has improved its contribution from higher 
count yarn products (800-1000 count yarn products); this has taken average cotton 
yarn count to 400 levels currently as against 200 two years ago. 

 ICNT has also increased its contribution from niche and high-margin patented products 
like performance-based linen, thermal-based linen, and temperature-based linen.  

 ICNT forayed into fashion bedding (decorative bedding), institutional linens (caters to 
high-end hotels, resorts, cruises) and utility bedding (basic white bedding) in FY15, 
which expands its addressable market by over 3x from USD4b to USD13b. 

 
Continuous improvement in realizations, led by focus on higher count yarn  
ICNT banks on its rich product portfolio to drive growth. The management suggests 
that while three distinct categories (good, better and best) exist in the home textile 
market, ICNT is focused on the better and best categories. Over last 5 years, ICNT’s 
realizations in the home textile business have witnessed a 12% CAGR on the back of 
higher contribution of premium products.  
 
While ICNT used to predominantly sell products in the 100-200 count yarn segment 
earlier, it has improved the contribution from higher count yarn products (800-1000 
count yarn products) over the last 2-3 years; this has taken the average cotton yarn 
count to 400 levels currently. The management has also increased contribution from 
niche and high-margin patented products like performance-based linen, thermal-
based linen, and temperature-based linen which has led realization growth.  
 
ICNT is looking to continue its focus on aspiring and premium consumer class, thus 
catering to mid and high-end segments. It will continue to stay away from low-end 
segments dominated by China, Pakistan and Bangladesh. 
 

Exhibit 7: Realizations per mtr on an upward trajectory 

 
Source: Company, MOSL 
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Focus on new segments to expand opportunity size by 3x to USD13b 
ICNT is largely present in the USD4b bed linen market and derived 95% of its home 
textile revenues from bed linen in FY15. ICNT’s foray into new products like fashion 
bedding (decorative bedding), institutional linens (cater to high-end hotels, resorts, 
cruises) and utility bedding (basic white bedding) expands its addressable market by 
3x (from USD4b to USD13b). Further, with 95% of these new segments dominated 
by China, we believe ICNT has strong room to gain market share in these categories 
going forward.  
 
ICNT intends to reduce the share of bed linen to 75-80% and increase the share of 
new segments to 20%-25% over the next 2-3 years. We believe higher contribution 
from premium products like Fashion Bedding would drive higher overall realizations 
and margins for the company. We believe that ICNT’s outsourcing model puts it in a 
better position (v/s peers) to cater to premium fashion bedding requirements as 
these products require a higher thread count, which ICNT can easily manage owing 
to its flexible outsourcing policy; however, ICNT’s competitors will be restricted by 
their capacities with lower thread count. 
 
ICNT is expanding its presence in the institutional bedding segment with laundries 
and distributors who service the hospitality industry. The company recently won a 
USD20m order for providing bedding for 35k rooms for Disney hotels in the US. The 
management suggests all new divisions like Institutional bedding and fashion 
bedding will run as independent profit centers. 
 
Exhibit 8: Foray into new segments expands opportunity size from USD4b to USD13b 

 
Source: Company, MOSL 

 
New channels like e-commerce to supplement growth and margins 
ICNT has forayed into e-commerce space, where it sells its own brand ‘Color Sense’ 
through leading e-commerce players like Amazon. It also sells its products through 
retailers’ portals (e.g., Wal-Mart). Though online sales account for a miniscule share 
of ICNT’s revenues currently, we believe the company’s B2C revenues and 
(consequently) margins can improve over the longer term via this channel. Given 
that the traditional brick and mortar format still accounts for over 90% of the US 
retail industry, the impact of cannibalization on ICNT’s traditional sales will be 
negligible owing to its strong presence in the format.  
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Time for growth with capacity being in place 
Expect capacity utilization at 98% (on expanded capacities) by FY17 

 ICNT ramped up its capacity from 45m meters to 68m meters in FY15, with an 
incremental capex of INR0.8b. We expect utilization rates to expand to ~98% by FY17 
from the current 65%, driving 23% volume CAGR over FY15-17. 

 With a fixed asset turnover of 3x, and assuming stable margins (~20%) and working 
capital requirements, we believe incremental RoCE going forward will be ~35%. 

 
Expect robust growth led by higher capacity utilization 
ICNT ramped up its capacity from 45m meters to 68m meters in FY15, with an 
incremental capex of INR0.8b. With annual volume growth of 23% over FY15-17, we 
expect utilization rates to expand from ~65% currently (assuming expanded 
capacity) to ~98% (on expanded capacities) by FY17. Going forward, incremental 
Greenfield capacities will clock asset turnovers of 3x, which assuming stable margins 
(~20%) and working capital requirements (82 days in FY15), translates into an 
incremental RoCE of upwards of ~35% which proves the robustness of the business.  

 

Exhibit 9: Installed capacity (in million meters) 

 
Source: Company 

 

Exhibit 10: With expanded capacity, ICNT has the second largest bed linen capacity in India 

 
Source: Company, MOSL 
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Earnings to post 45% CAGR over FY15-17 
 
Higher utilization, operating and financial leverage to drive PAT growth 
We expect PAT to post 45% CAGR over FY15-17, led by higher capacity utilization. 
 

Exhibit 11: Revenues to post 23% CAGR over FY15-17 

 
Source: Company, MOSL 

Exhibit 12: EBITDA to post 34% CAGR over FY15-17 

 
Source: Company, MOSL 

 
Exhibit 13: PAT to post 45% CAGR over FY15-17 

 
Source: Company, MOSL 

Exhibit 14: To be debt-free by FY17 

 
Source: Company, MOSL 

 
Exhibit 15: RoCE to improve to 55.8% by FY17 

 
Source: Company, MOSL 

Exhibit 16: Strong free cash generation on cards 

 
Source: Company, MOSL 
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Valuation and view 
Initiate with a Buy 

Capacity utilization ramp-up to drive FCF generation and return ratios 
With a unique asset-light business model, ICNT enjoys robust and best in class 
capital efficiency (39% RoCE as against 24% for Welspun, 10% for Trident). With 
capacities in place and FY15 utilization at 65%, foray into newer products like 
fashion, institutional linens and utility bedding, we believe ICNT has strong room for 
growth over FY15-17. We expect ICNT to post 23% revenue CAGR and 45% PAT 
CAGR over FY15-17 and with minimal capex requirements we expect strong FCF 
generation (~INR2b annually over FY15-17) and significant improvement in return 
ratios (RoCE to improve from 39% to 55.8% over FY15-17). Consequently, we expect 
ICNT to be debt free as against debt equity of 0.8x currently. With robust return 
ratios, strong FCF generation, expected debt free balance sheet and leadership in 
the bed sheet market, we believe valuations at 14x FY16E and 10x FY17E are 
attractive, and re-rating should continue. We initiate coverage with a ‘Buy’ rating 
and a PT of INR1,300 (48% upside). 
 

Exhibit 17: Price-to-Earnings (one-year forward) 

 
Source: Company, MOSL 

Exhibit 18: Price-to-book (one-year forward) 

 
Source: Company, MOSL 

 

Exhibit 19: Assumption sheet 

 
FY12 FY13 FY14 FY15 FY16E FY17E 

Installed Capacity (m mtrs) 
      

Spinning (MT)               8,003                9,983                10,346   10,556   10,556   10,556  
Processing - Home textiles (m mtrs)                     36                      37                        45   45   68   68  

       
Capacity utilization (%) 

      
Spinning (MT)                     78  92 96 96 97 98 
Processing - Home textiles (m mtrs) 57 79 77  98   82   98  

       
Revenues (INR m)               8,071              12,171                14,979   17,818   22,299   26,990  
Spinning Division               1,731                2,502                  3,027   2,819   2,954   3,044  
Home Textile 4,701 8,412 10,649 14,509 19,345 23,946 
Consumer Goods               1,640                1,257                  1,303   490   -     -    

       
EBITDA (INR m)                   630                1,200                  1,892   3,137   4,493   5,659  
Spinning Division                (107)                   155                      191   136   148   152  
Home Textile                   651  980                 1,657  2,987   4,346   5,507  
Consumer Goods                     87                      65                        44   13   -     -    
 

Source: Company, MOSL 
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Key risks 
 
Sharp increase in raw material prices 
Increase in cotton prices beyond 5% could impact margins in the short term. 
However, given ICNT’s presence in niche home textile segments and its customer 
relationships, we expect the company to pass on raw material inflation to clients.  
 
Product concentration 
Product concentration is a risk; given bed sheet contributes 95% to ICNT’s EBITDA. 
 
Customer concentration 
With Top 10 customers contributing 50% to revenues; a negative shift can adversely 
impact revenues and profitability. 
 
Slowdown in US economy 
The US forms almost 70% of ICNT’s its sales and a slowdown in its economy can 
impact ICNT’s revenues. 
 
Rupee appreciation 
Considering that the company exports all of its home textile products, rupee 
appreciation is a risk. 
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Management overview 
 
Mr. Anil Kumar Jain, Chairman & MD 
Mr. Anil Kumar Jain serves as the CMD of ICNT. He is also the promoter. He has over 
40 years of experience, of which 25 years is in the Textile industry.  
 
Mr R. Sundaram, CFO and CS 
Mr. R. Sundaram serves as the Chief Financial Officer and Company Secretary at 
ICNT. He has over 30 years of experience in the field of financial management and 
corporate compliances. He has been with the company for the past four years and is 
responsible for the group’s financial management and compliances. 
 
Mr. K. R. Lalpuria, Executive Director 
Mr. K. R. Lalpuria is the Executive Director at ICNT. He is a Chartered Accountant 
with over 30 years of experience in the textile industry. He has been with the 
company for the past five years and has good network for business development 
globally. 
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Industry overview 
 
Global home textile market size stands at USD45b 
The global home textile market is estimated at USD45b, of which bath towels and 
bed linen constitute ~60%. The most significant portion of the global pie are US 
(USD18b) and Europe (USD25b), largely attributed to the dominance of organized 
retail.  The home textile market is dominated by India, China and Pakistan; with 
India’s market share on a continuous uptrend (improved 20% points over the last 
five years—from 27% in 2009 to 47% in 2015). 
 
Exhibit 20: India’s market share in global home textile market on a continuous uptrend 

 
Source: Company, MOSL 

 
India gaining competitive advantage 
Multiple factors helped India gain structural competitive advantage in the global 
textile trade. India’s advantage in textiles is unparalleled due to: 
 

Exhibit 21: Key factors driving India’s advantage in global textiles trade 

 
Source: Company, MOSL 

 
1) Raw material availability: Strong self-sufficiency in cotton 
India is the only textile exporter globally that has 100% self-sufficiency in cotton 
sowing and exports its surplus cotton crop. Many textile centers like Vietnam, 
Bangladesh, Indonesia and Thailand do not have cotton. Also, other large exporters 
like China and Pakistan have a cotton deficit. Exports of raw cotton accounted for 
~23% of production in FY13. Higher acreage and yields in cotton due to introduction 
of BT cotton increased India’s cotton production from 2.02mt in FY92 to 5.78mt in 
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FY13 (a 5.1% CAGR), thus it became a net exporter in FY06 from a net importer. High 
cotton availability augurs well for the long-term demand outlook of the Indian 
textile sector as the government is focused on ensuring that majority of the exports 
come from processed cotton—either in the form of yarn or fabrics or garments— 
instead of raw cotton. This will generate employment in the country besides 
ensuring greater investment in the sector. 
 

Exhibit 22: India: Sole textile exporter with 100% cotton self-sufficiency and net export surplus 
Country Opening Stock Output Imports Consumption Exports Closing Stock 

World 90 117.1 38.5 109.5 38.5 97.9 

U.S. 3.9 12.9 0 3.6 10.4 2.8 

India 12 29.5 0.8 23 8.8 10.4 

China 50.4 32 12.8 35.5 0.1 59.6 

Pakistan 2.9 9.5 2.5 11.5 0.4 2.9 

Bangladesh 0.9 0.1 3.7 3.8 0 0.9 
 

Source: Company, MOSL 
 
2) Competitive cost structure 
India enjoys a favorable cost structure compared with other exporting nations. 
Wages in India are less than half of those in China, while overall manufacturing costs 
are 10% lower. 
 

Exhibit 23: Indian wages are half v/s China… 

 
Source: Company, MOSL 

 
Exhibit 24: …while overall manufacturing costs are at least 10% lower than China 

  
Source: Company, MOSL 
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Exhibit 25: Why India is gaining preference over key textile exporters 

China Pakistan Bangladesh 

 Big importer of cotton  Cotton Importer  Negligible Cotton 

 Losing export  Energy issues Production 

 Competitiveness  Geopolitical issues  Environmental compliance 

 Focus shift from textiles to  Compliance issues issues 

higher value-added 
 

 Workers’ safety issues 

industries 
  

 Wage inflation 
  

 Rising power costs 
  

 Stricter environmental 
   compliance 
   Focus on domestic 
   consumption 
   Yarn capacity closures 
  

 Yuan appreciation 
  

 

Source: Company, MOSL 

 
3) Competitive currency: INR has depreciated by 35% against Yuan 
INR has depreciated by over 96% against Chinese Renminbi over last 10 years. This 
resulted in Indian companies gaining a competitive advantage over its Chinese 
counterparts. Labor cost inflation in China and INR depreciation are the major 
factors driving growth for the Indian textile sector. 
 
Further, China’s cotton policy of supporting the domestic cotton growers by setting 
a minimum support price at a 30% premium to global cotton prices has greatly 
benefited Indian spinners. Indian companies have used the opportunity to either 
reduce debt or modernize spindles, thus improving the competitiveness of Indian 
yarn manufacturers. China has discontinued its yarn policies and is planning to roll 
out direct subsidies (pilot project ongoing). While yarn prices are expected to soften, 
Indian yarn manufacturers have used the opportunity to upgrade themselves. We 
believe direct subsidies will be difficult to implement in China, leading to reduced 
cotton production and, hence, increasing India’s cotton advantage.  
 
Exhibit 26: INR has depreciated by 96% against Chinese Renminbi over last 10 years 

 
Source: Company, MOSL 
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4) Supportive government policies 
The textile and apparel industry accounts for ~14% of India’s overall industrial 
production, 12% of exports and contributes nearly 4% to the country’s GDP. It 
employs nearly 45m people and its annual turnover is ~USD90b, with USD40b 
coming from exports. Given the high contribution from the sector on multiple 
fronts, there is a constant need to support the industry. Upgrade of the textile 
industry is one of the most crucial areas and essential to remain competitive in the 
face of increased competition from textile and apparel exporting countries like 
China, Vietnam, Bangladesh and Sri Lanka.  
 
TUFS and state-level policies: Key drivers for textile investment 
One of the reasons for China’s success in textiles and clothing exports has been 
government support in the form of interest rebate, VAT refunds, technology grants, 
local grants and income tax rebate. The investment in Indian textile sector is 
attributable to the Technology Upgradation Fund Scheme (TUFS) from the Finance 
Ministry. The government’s focus on the textile sector, considering the potential of 
the sector to generate employment opportunities, augurs well for the industry. The 
recent budget has allocated INR23b toward TUFS. Since the major demand comes 
from Greenfield projects and not replacement market (despite the average life of 
the spindles being around nine years), the allocation announced in the budget 
implies continued capex by textile players. The scheme offers interest subsidy of 2% 
for standalone spinning, 5% for integrated facility, processing, garmenting and 
technical textiles, and 6% for weaving. With a 2% interest subvention provided to 
spinning units under TUFS and 5% interest subvention provided to weaving units 
under TUFS, the blended subsidy works out to ~3.5-4%—implying a potential textile 
capex under the TUF scheme to be at least INR82b (interest subvention is provided 
for a seven years under TUFS).  
 
Besides the Central government’s TUF loan, there are benefits of state-related 
policies. All major states offer 5-6% interest subsidy for capital investment. Overall 
blended capital cost (including working capital) of any new capex in textile is 5-6%. 
Another outcome of the TUF policy is an increase in integrated large facilities. A 
study found that India sub-contracted 74% of its output compared with ~11% in 
Hong Kong, 18% in China, 20% in Thailand, 28% in South Korea and 36% in Taiwan; 
this supports the government’s thrust on promoting integrated units and, thus, 
enhancing value addition provided by the Indian textile sector. 
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Financials and valuations 
 

Consolidated - Income Statement           (INR Million) 
Y/E March FY12 FY13 FY14 FY15 FY16E FY17E 

Total Income from Operations 8,071 12,171 14,979 17,818 22,299 26,990 

    Change (%) 10.1 50.8 23.1 19.0       25.2  21.0 

Total Expenditure 7,441 10,971 13,088 14,681 17,840 21,322 

% of Sales 92.2 90.1 87.4 82.4 80.0 79.0 

EBITDA 630 1,200 1,892 3,136 4,460 5,668 

    Margin (%) 7.8 9.9 12.6 17.6 20.0 21.0 

Depreciation 186 185 196 160 193 215 

EBIT 444 1,015 1,696 2,977 4,267 5,453 

Int. and Finance Charges 352 498 499 650 591 340 

PBT bef. EO Exp. 92 517 1,197 2,327 3,677 5,113 

EO Items -123 -157 0 -257 0 0 

PBT after EO Exp. -31 361 1,197 2,069 3,677 5,113 

Current Tax 3 14 12 506 1,213 0 

Deferred Tax -11 52 81 104 0 1,687 

    Tax Rate (%) 25.7 18.2 7.8 29.5 33.0 33.0 

Reported PAT -22 293 1,100 1,457 2,463 3,426 

Adjusted PAT 70 421 1,100 1,638 2,463 3,426 

    Change (%) -47.7 502.5 161.0 49.0 50.4 39.1 

    Margin (%) 0.9 3.5 7.3 9.2 11.0 12.7 

  

Consolidated - Balance Sheet           (INR Million) 
Y/E March FY12 FY13 FY14 FY15 FY16E FY17E 

Equity Share Capital 355 355 355 395 395 395 

Preference Capital 25 25 25 25 25 25 

Total Reserves 1,409 1,576 2,537 3,819 6,282 9,708 

Net Worth 1,789 1,956 2,917 4,239 6,702 10,128 

Minority Interest 11 13 55 57 57 57 

Deferred Liabilities 364 368 368 432 432 432 

Total Loans 3,554 4,110 4,341 3,859 2,359 359 

Capital Employed 5,718 6,447 7,680 8,587 9,551 10,977 
              

Gross Block 6,057 6,301 6,422 7,065 7,465 7,865 

Less: Accum. Deprn. 2,406 2,706 2,958 3,181 3,374 3,588 

Net Fixed Assets 3,651 3,596 3,464 3,884 4,091 4,277 

Capital WIP 49 18 3 146 182 221 
              

Curr. Assets, Loans&Adv. 2,864 4,567 6,511 8,389 9,938 12,108 

Inventory 1,481 2,458 3,457 3,830 4,651 5,608 

Account Receivables 586 879 1,087 1,270 1,527 1,923 

Cash and Bank Balance 71 86 313 508 424 573 

Loans and Advances 727 1,144 1,654 2,781 3,337 4,004 

Curr. Liability & Prov. 1,475 2,314 2,797 3,894 4,724 5,691 

Account Payables 1,475 2,257 2,514 3,163 3,849 4,641 

Provisions 0 57 283 731 875 1,050 

Net Current Assets 1,389 2,253 3,714 4,495 5,215 6,417 

Appl. of Funds 5,718 6,447 7,680 8,587 9,550 10,976 
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Financials and valuations 
 

Ratios             
Y/E March FY12 FY13 FY14 FY15 FY16E FY17E 
Basic (INR)             
EPS 2.0 11.9 31.0 41.5 62.4 86.8 
Cash EPS 7.2 17.1 36.5 45.5 67.3 92.2 
BV/Share 50.4 55.1 82.2 107.4 169.8 256.5 
DPS 0.0 0.0 0.0 0.0 0.0 0.0 
Payout (%) 0.0 0.0 0.0 0.0 0.0 0.0 
Valuation (x)             
P/E     28.1 21.0 13.9 10.0 
Cash P/E     23.8 19.1 12.9 9.4 
P/BV     10.6 8.1 5.1 3.4 
EV/Sales     2.7 2.2 1.7 1.3 
EV/EBITDA     21.1 12.5 8.5 6.3 
Dividend Yield (%) 0.0 0.0 0.0 0.0 0.0 0.0 
FCF per share 10.0 5.3 10.0 38.2 50.8 63.1 
Return Ratios (%)             
RoE 3.8 22.5 45.1 45.8 45.0 40.7 
RoCE 8.1 17.8 25.5 38.8 49.7 55.8 
Working Capital Ratios             
Asset Turnover (x) 1.4 1.9 2.0 2.1 2.3 2.5 
Inventory (Days) 67 74 84 78 76 76 
Debtor (Days) 26 26 26 26 25 26 
Creditor (Days) 100 112 103 122 120 120 
Working Cap. Turnover (Days) 60 65 83 82 78 79 
Leverage Ratio (x)             
Current Ratio 1.9 2.0 2.3 2.2 2.1 2.1 
Interest Cover Ratio 1.3 2.0 3.4 4.6 7.2 16.0 
Debt/Equity 2.0 2.1 1.5 0.9 0.4 0.0 

 

Consolidated - Cash Flow Statement           (INR Million) 
Y/E March FY12 FY13 FY14 FY15 FY16E FY17E 
OP/(Loss) before Tax -37 338 1,174 2,025 3,677 5,113 
Depreciation 186 185 196 160 193 215 
Interest & Finance Charges 349 497 498 649 591 340 
Direct Taxes Paid -11 0 -231 -487 -1,213 -1,687 
(Inc)/Dec in WC 99 -772 -1,096 -158 -804 -1,053 
CF from Operations 584 247 540 2,188 2,443 2,928 
Others -134 -60 -198 174 0 0 
CF from Operating incl EO 451 187 342 2,362 2,443 2,928 
(inc)/dec in FA -97 0 13 -853 -437 -438 
Free Cash Flow 354 187 354 1,510 2,006 2,490 
(Pur)/Sale of Investments 0 1 -22 0 0 0 
Others 137 -152 27 -175 0 0 
CF from Investments 40 -151 18 -1,028 -437 -438 
Issue of Shares 25 0 0 40 0 0 
(Inc)/Dec in Debt -244 476 314 -528 -1,500 -2,000 
Interest Paid -352 -498 -499 -650 -591 -340 
Dividend Paid 0 -1 -1 -1 0 0 
Others -1 2 54 -1 0 0 
CF from Fin. Activity -572 -22 -133 -1,139 -2,091 -2,340 
Inc/Dec of Cash -81 15 227 195 -85 150 
Opening Balance 153 71 86 313 508 424 
Closing Balance 71 86 313 508 424 573 
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