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Luggage makers to get a ‘hard’ ~15% revenue lift this fiscal
Organised ones to gain from changing consumer preference and continued growth in travel

India’s luggage industry revenue is set to rise ~15% on-year this fiscal — despite a high-base effect of 40% growth
last fiscal — owing to rising penetration of hard luggage made by the organised sector, and continuing growth in
tourism and corporate travel.

The consumer preference for hard luggage has driven up operating efficiencies and improved capacity utilisation of
the organised sector. That, in turn, should expand their operating margin 150-200 basis points (bps) on-year to ~16%
this fiscal.

But for higher marketing and promotional expenditure by organised players, margin improvement would have been
much sharper as prices of key raw materials — polypropylene, polycarbonate, and polyamide — declined almost 20%.
For the record, the key raw materials prices are largely crude price driven, and comprise 40-45% of the cost for
luggage makers.

Improved profitability and lean balance sheets will support credit risk profiles, despite planned capacity enhancement.

A CRISIL Ratings analysis of luggage makers it rates, accounting for 90% of the organised sector’s revenue, indicates
as much.

Organised luggage makers have ~40% share of the ~Rs 15,000 crore annual sales of the industry. They benefit from
relatively stronger sourcing channels, competitive pricing, better quality and extended warranties.

On their part, consumers are shifting towards hard luggage because of better looks and durability. They are also
getting lighter in weight, which is a key consideration in travel. Consequently, organised luggage makers have been
proactively turning their revenue mix towards hard luggage across retail and online.

Says Jaya Mirpuri, Director, CRISIL Ratings, “In the past five fiscals, the market share of hard luggage has
shot up to ~55% from 33%. Operating margins are relatively better on them since these are manufactured
locally. On the other hand, the fragmented unorganised sector largely imports soft luggage from China. They
have been impacted by supply-chain disruptions and implementation of the Goods and Services Tax, leading
to loss of market share.”

With utilisation at full tilt, organised manufacturers are looking at expanding capacity as well as their retail networks.

Says Rushabh Borkar, Associate Director, CRISIL Ratings, “Apart from doubling capacity, organised
manufacturers are set to ramp up retail presence by 35-40%, which would involve a capital expenditure of ~Rs
700 crore this fiscal. While this will increase their debt levels, overall capital structure and coverage metrics
will not be materially impacted because of improved cash accruals. Gearing and interest coverage of our
sample set will remain comfortable at 0.6 time and 11.5 times, respectively.”

The industry’s fortunes hinge on travel trends. Any decline thereof, and sharp volatility in the prices of crude oil-
derived inputs will bear watching.
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About CRISIL Ratings Limited (A subsidiary of CRISIL Limited)

CRISIL Ratings pioneered the concept of credit rating in India in 1987. With a tradition of independence, analytical rigour and
innovation, we set the standards in the credit rating business. We rate the entire range of debt instruments, such as, bank loans,
certificates of deposit, commercial paper, non-convertible / convertible / partially convertible bonds and debentures, perpetual bonds,
bank hybrid capital instruments, asset-backed and mortgage-backed securities, partial guarantees and other structured debt
instruments. We have rated over 33,000 large and mid-scale corporates and financial institutions. We have also instituted several
innovations in India in the rating business, including rating municipal bonds, partially guaranteed instruments and infrastructure
investment trusts (InvITs).

CRISIL Ratings Limited ("CRISIL Ratings") is a wholly-owned subsidiary of CRISIL Limited ("CRISIL"). CRISIL Ratings Limited is
registered in India as a credit rating agency with the Securities and Exchange Board of India ("SEBI").

For more information, visit www.crisilratings.com

About CRISIL Limited

CRISIL is a global analytical company providing ratings, research, and risk and policy advisory services. We are India's leading
ratings agency. We are also the foremost provider of high-end research to the world's largest banks and leading corporations.
CRISIL is majority owned by S&P Global Inc., a leading provider of transparent and independent ratings, benchmarks, analytics and
data to the capital and commodity markets worldwide.
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CRISIL respects your privacy. We may use your contact information, such as your name, address, and email id to fulfil your request and service your account and to
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full or in part without changing the meaning or context thereof but with due credit to CRISIL Ratings Limited (hereinafter referred to as “CRISIL Ratings”). However,
CRISIL Ratings alone has the sole right of distribution (whether directly or indirectly) of its Press Releases for consideration or otherwise through any media including
websites, portals etc.

CRISIL Ratings has taken due care and caution in preparing this Press Release. Information has been obtained by CRISIL Ratings from sources which it considers
reliable. However, CRISIL Ratings does not guarantee the accuracy, adequacy or completeness of information on which this Press Release is based and is not responsible
for any errors or omissions or for the results obtained from the use of this Press Release. CRISIL Ratings, especially states that it has no financial liability whatsoever to
the subscribers/ users/ transmitters/ distributors of this Press Release. CRISIL Ratings or its associates may have other commercial transactions with the company/entity.

CRISIL Ratings Limited is a wholly owned subsidiary of CRISIL Limited.



http://www.crisil.com/
http://www.linkedin.com/company/crisil
https://twitter.com/CRISILLimited
https://www.youtube.com/user/CRISILLimited
https://www.facebook.com/CRISILLimited
https://www.crisil.com/en/home/crisil-privacy-notice.html

