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Press release 
March 18, 2026 | Mumbai 

Middle East conflict to chip 1-2% off ceramic industry revenue 
Operating margin to fall 130-150 bps to a five-year low; credit profiles to face challenges 

The Rs 53,000-crore Indian ceramic tiles industry will log a decline in growth for the second consecutive year this fiscal 

due to the twin impact of ongoing developments in the Middle East (ME). 

One, exports to the ME have been impacted by logistical challenges and supply-chain realignment. Notably, exports 

constitute 40% of the industry’s revenue, with the ME accounting for 15% of ceramic exports.  

Export revenue may decline 6-7% due to the closure of the Strait of Hormuz, which has disrupted deliveries and increased 

freight and insurance costs. This has not only halted exports to ME but also raised the cost of exports to other regions. 

Two, the supply of liquefied natural gas (LNG) and propane—key raw materials that make up 35% of the cost of goods 

sold (COGS)—has been curtailed, forcing most ceramic plants to either shut down production or operate at significantly 

reduced levels.  

With production nearly grinding to a halt in March, domestic consumption growth is likely to slow down. The domestic 

market is now expected to grow just 4-5% this fiscal, slower than the earlier projection of 7-8%. 

Says Nitin Kansal, Director, Crisil Ratings, “The ceramic industry will face significant challenges due to the 

current ME conflict. Specifically, the availability of gas supplies, low-to-no demand from the ME region, and 

increased logistics costs for other overseas markets will directly impact production schedules. If the situation 

persists for a further 2-3 weeks, it may lead to longer shutdowns and substantial losses for companies, ultimately 

causing a 1-2% revenue decline this fiscal. Furthermore, if the situation prolongs, we may see a 7-8% monthly 

decline in revenue.”  

Alongside revenue loss due to plant shutdowns and underutilisation, companies will face the burden of fixed costs (15-20% 

of the COGS) and higher logistics costs (3-5% of COGS) due to increase in freight cost by 45%-50% and insurance cost by 

25-30% for shipments.  

The above factors are expected to drag down operating profitability by 130-150 basis points (bps) to a five-year low of 9.3-

9.5% this fiscal and, if the situation persists in the first quarter of next fiscal, decline to 8.2 -8.5% in fiscal 2027.  

Our analysis of 40 manufacturers rated by us, accounting for about a fourth of the industry’s revenue, indicates as much. 

With the expected decline in profitability and flattish revenue, interest coverage of our rated portfolio is expected to 

moderate to 3.5 times this fiscal from 4.4 times last fiscal. Total outside liabilities to tangible net worth (TOL/TNW) should 

remain in check at 1 time this fiscal.  

Says Nilesh Agarwal, Associate Director, Crisil Ratings, “Our rated companies have sufficient liquidity for 30-40 

days to manage essential expenses and repayment of debt obligations despite operations remaining shut. 

However, if disruptions persist beyond 30-40 days, finances of rated ceramic companies could come under 

strain, impacting their credit profiles.” 

Any further escalation in geopolitical uncertainties, leading to longer shutdowns, will bear watching, as will government 

support and reduced exports. 
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About Crisil Ratings Limited (A subsidiary of Crisil Limited, a company of S&P Global Company) 

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 35,000 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 CrisilRatings.com. 

About Crisil 

Crisil is a global, insights-driven analytics company. Our extraordinary domain expertise and analytical rigour help clients make mission-critical decisions 
with confidence. 

Large and highly respected firms partner with us for the most reliable opinions on risk in India, and for uncovering powerful insights and turning risks into 
opportunities globally. We are integral to multiplying their opportunities and success. 

Headquartered in India, Crisil is majority owned by S&P Global. 

Founded in 1987 as India’s first credit rating agency, our expertise today extends across businesses: Crisil Ratings, Crisil Intelligence, Crisil Coalition 
Greenwich and Crisil Integral IQ. 

Crisil’s global workforce operates in the Americas, Asia-Pacific, Europe, Australia and the Middle East, setting the standards by which industries are 
measured. 

For more information, visit Crisil.com 

Connect with us: LinkedIn | Twitter 

Crisil Privacy 

Crisil respects your privacy. We may use your personal information, such as your name, location, contact number and email id to fulfil your request, 
service your account and to provide you with additional information from Crisil. For further information on Crisil’s privacy policy please visit 
www.Crisil.com/privacy. 

Disclaimer 

This press release is transmitted to you for the sole purpose of dissemination through your newspaper/magazine/agency. The press release may be 
used by you in full or in part without changing the meaning or context thereof but with due credit to Crisil. However, Crisil alone has the sole right of 
distribution of its press releases for consideration or otherwise through any media including websites, portals, etc. 

Crisil has taken due care and caution in preparing this press release. Information has been obtained by Crisil from sources which it considers reliable. 
However, Crisil 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, especially states that it has no financial liability 
whatsoever to the subscribers/ users/ transmitters/ distributors of this press release. 

Crisil Ratings shall have no liability, whatsoever, with respect to any copies, modifications, derivative works, compilations or extractions of any part of 
this [report/ work products], by any person, including by use of any generative artificial intelligence or other artificial intelligence and machine learning 
models, algorithms, software, or other tools. Crisil Ratings takes no responsibility for such unauthorized copies, modifications, derivative works, 
compilations or extractions of its [report/ work products] and shall not be held liable for any errors, omissions of inaccuracies in such copies, 
modifications, derivative works, compilations or extractions. Such acts will also be in breach of Crisil Ratings’ intellectual property rights or contrary to the 
laws of India and Crisil Ratings shall have the right to take appropriate actions, including legal actions against any such breach. 
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