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February 26, 2020 | Mumbai 

 

Lower PTA prices to boost operating profits of polyester yarn makers 
by 15-20% 

Coronavirus outbreak and ADD removal, to keep PTA prices under pressure 
 

Operating profits of polyester yarn manufacturers are set to rise ~15-20% next fiscal because of a 150-200 basis 
points’ (bps) spurt in operating margins stemming from lower raw material prices, healthy demand for polyester, and 
higher blending in garments and other products, an analysis of 45 CRISIL-rated polyester yarn manufacturers shows. 
 
Raw material cost has started moderating because the outbreak of Coronavirus is likely to impact demand for 
polyester yarn in China, which accounts for ~65% of global demand. As a consequence, the price of purified 
terephthalic acid (PTA) – a key raw material that accounts for more than half of the sales price of polyester yarn – is 
expected to be under pressure in the near term. Moreover, PTA capacities in Asia are set to rise ~20% over the next 
couple of years, which will keep prices in check. 

Add to that the removal of anti-dumping duty announced by the Government of India on February 2, 2020. Earlier, in 
October 2013, the government had imposed a duty of $23-160 per tonne of PTA imported from various countries. This 
gave domestic manufacturers significant bargaining power. The removal of duty will make India’s PTA imports (~10% 
of total PTA demand) cheaper by $25-30 per tonne, given more avenues for sourcing. Consequently, input cost for 
polyester yarn manufacturers would be ~3-4% lower, with PTA prices seen down Rs 2,000-3,000 per tonne. 

Falling prices and adequate availability of PTA will, in turn, help polyester yarn manufacturers step up production and 
utilisation levels too, given healthy demand and better export competitiveness. As of fiscal 2019, India’s total PTA 
manufacturing capacity was ~6.3 million tonne (MT) and total PTA demand ~6.9 MT – resulting in 10% of demand 
being met through imports. Constraints in domestic availability of PTA had limited capacity utilisation at yarn 
manufacturers to 75-80%. 

Moreover, any disruption in supply chain or production of polyester yarn in China, which has a global exports share of 
~50%, may provide higher export opportunity to Indian polyester yarn manufacturers. 

Says Anuj Sethi, Senior Director, CRISIL Ratings, “Given the high degree of competition, polyester yarn 
manufacturers will have to pass on a part of the cost savings to the end-consumers. However, their operating 
profits should get a 15-20% boost even if they retain half of it. We expect operating profitability will improve to 
~11-11.5% in fiscal 2021 (9-9.5% in fiscal 2020). The benefit will be more for large and mid-sized companies, 
which typically have better bargaining power.” 

Additionally, there is a headroom for growth as polyester yarn is a cheaper substitute for cotton and other fibres. And 
though polyester blending in India has increased by 500 bps to 45% in the last three fiscals, it is still lower compared 
with the global average of 60%. 

Meanwhile, the improvement in credit metrics, riding on better operating performance in the last three fiscals, is 
expected to sustain. 

Says Sushant Sarode, Associate Director, CRISIL Ratings, “For polyester yarn manufacturers, interest 
coverage ratio is expected to improve to 4.3 times in fiscal 2021, compared with 3.4 times in fiscal 2019. With 
sufficient capacity available, capex intensity is expected to be lower. Better cash generation and progressive 
debt repayment, will support the improvement in credit metrics.” 
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Annexures 
Ex-factory domestic prices vs landed cost of PTA (Rs/ tonne) 
 

 
 
Spread between domestic prices and landed cost of PTA (Rs/tonne) 
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About CRISIL Limited 

CRISIL is a leading agile and innovative, global analytics company driven by its mission of making markets function better. We are 
India’s foremost provider of ratings, data, research, analytics and solutions. A strong track record of growth, culture of innovation 
and global footprint sets us apart. We have delivered independent opinions, actionable insights, and efficient solutions to over 
100,000 customers. 
  
We are 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. 
 

For more information, visit www.crisil.com  
 

Connect with us: LINKEDIN | TWITTER | YOUTUBE | FACEBOOK  
 

About CRISIL Ratings 

CRISIL Ratings is part of CRISIL Limited (“CRISIL”). We pioneered the concept of credit rating in India in 1987. CRISIL is registered 
in India as a credit rating agency with the Securities and Exchange Board of India (“SEBI”). With a tradition of independence, analytical 
rigour and innovation, CRISIL sets 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 24,500 large and mid-scale corporates and financial institutions. CRISIL has also 
instituted several innovations in India in the rating business, including rating municipal bonds, partially guaranteed instruments and 
microfinance institutions. We also pioneered a globally unique rating service for Micro, Small and Medium Enterprises (MSMEs) and 
significantly extended the accessibility to rating services to a wider market. Over 110,000 MSMEs have been rated by us. 
 

 

CRISIL PRIVACY 
 
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 
provide you with additional information from CRISIL. For further information on CRISIL’s privacy policy please visit www.crisil.com. 
 
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 (whether directly or 
indirectly) 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 or its associates may have other commercial transactions with the company/entity. 
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