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Interloop Limited 
(ILP, Outperform, +42% upside) 
Sales Briefing Takeaways: Aggressive Expansion

We hosted a Sales Briefing with Mr. Muhammad Maqsood, the Group CFO of Interloop 

(ILP). We were impressed by the growth prospects of the company and we think the 

recent pull back is an attractive entry point. The feedback from the call is below: 

Promising demand outlook: ILP is Pakistan’s leading textile player, has an immense 

growth potential as it has continuously expanded and diversified its product line. 

Nearly 90% of its revenue comes from exports where major customers in the hosiery 

segment include Nike, Target, Puma and Adidas. The four clients contribute more than 

half of the export revenue. With the rollout of vaccination in US and European region, 

the demand is expected to remain resilient in the coming months. This coupled with 

order diversion to Pakistan from US/China trade spat and shift in orders from India and 

Bangladesh during pandemic will likely help ILP to achieve a sustainable growth going 

forward. What is extremely noteworthy is that ILP has the first right of refusal based 

on strong commitment and high quality, giving it a distinctive edge over competition.  

ILP has a strong focus on ESG: The management highlighted to us that they have strong 

commitment to ESG standards. They have invested heavily in renewable energy to 

reduce their carbon footprint and water consumptions. Additionally, the company is 

heavily investing in sustainability standards of cotton. Additionally, the company is 

heavily investing in cotton sustainability standards that helps in securing orders. 

Aggressive expansion plan: Mr. Maqsood highlighted that the company continues to 

expand to address rising demand and enhance footprint. To highlight, the denim 

expansion is on track, and is expected to complete in 4QFY21. In the hosiery segment, 

capacity would be enhanced in a phased manner starting from Sep’21 as the company 

is operating at maximum rated capacity. The company plans to invest USD 300mn to 

expand its production capacity and install Apparel factory to capture the pent up 

demand. The management is targeting to double its revenues by FY26. We are 

modelling revenue growth of 46% over the next three years and earnings growth of 

41%. 

Investment perspective: The stock has come off recently on the back of concerns 

about EU’s threat of revoking Pakistan’s GSP+ status. ILP’s management doesn’t 

believe that this would happen. Nevertheless, they have higher concentration of sales 

to the UK (biggest market for them in Europe) and the US is increasingly becoming a 

more important market. We think the pull back in the stock price is providing an 

attractive entry point. Our price target of PKR 94/sh is 42% higher than the current 

share price. The stock is currently trading at a FY22f PE of 7.9x and has a dividend yield 

of 6.3%.             (Q&A on next page) 
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Questions and Answers 

1. What is your take on ongoing cotton shortage? And where is the raw 

material procured from? 

Cotton prices have touched a peak of PKR 11,000/maund this season owing 

to heavy rainfall this year. Luckily, ILP was able to procure cotton at a cheaper 

rate ~ PKR 8000-9000/maund and has ample inventory available till Sep’21. 

ILP procures most of the cotton from local market. 

2. When would the denim segment break-even? 

The denim segment has not been able to reap benefits because of COVID19 

and it has been incurring losses since Dec’19. However, the management 

expects it to break-even by 4QFY21. 

3. Is gross margin of 36% in hosiery segment sustainable? 

The company was granted 2% duty drawback on export of 10% additional 

growth in hosiery segment that resulted in higher GMs for the quarter. If we 

continue to perform at this pace and achieve additional 10% growth per 

annum, such level of margin can sustain. 

4. What would be the company’s strategy if the GSP+ status is revoked? 

The company has an increasing share in US market that would benefit in long 

run. Additionally, in EU region, UK has the biggest share and the management 

expects the continuation of GSP+ status by UK. Furthermore, the company 

would never rely on a single market and would continue to expand its market. 

5. What are your expectations from Budget FY22? 

The company is not expecting any unfavorable outcome in Budget FY22 and 

expects the existing benefits to continue as the government is keen towards 

increasing exports. 

6. Has the company availed TERF scheme announced by SBP? 

The company has entered into a 10yr long term financing loan at a 

concessionary rate of 2.5% which would reduce the interest burden. 

7. What is ILP’s market share in hosiery segment? 

The company has a sizeable market share of 5% in the global socks market 

which has huge potential to expand. 

8. What is the impact of hike in freight cost on ILP? 

The company is not impacted by hike in freight cost as ILP sells on FOB value, 

however, any loss in sale can come from consumer preference shifting to any 

undercutting player in the market. 

9. How to address spikes in demand in case of any post pandemic rise or any 

other increase in demand? 

ILP holds a few warehouses in EU and the US which can adequately enable 

inventory supply as and when pent-up demand surfaces. 
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Important disclosures 

This publication/communication or any portion hereof may not be reprinted, sold or redistributed without the written consent 
of Khadim Ali Shah Bukhari Securities Limited. Khadim Ali Shah Bukhari Securities Limited has produced this report for private 
circulation to professional and institutional clients only. The information, opinions and estimates herein are not directed at, or 
intended for distribution to or use by, any person or entity in any jurisdiction where doing so would be contrary to law or 
regulation or which would subject Khadim Ali Shah Bukhari Securities Limited to any additional registration or licensing 
requirement within such jurisdiction. The information and statistical data herein have been obtained from sources we believe to 
be reliable and complied by our research department in good faith. Such information has not been independently verified and 
we make no representation or warranty as to its accuracy, completeness or correctness. Any opinions or estimates herein reflect 
the judgment of Khadim Ali Shah Bukhari Securities Limited at the date of this publication/ communication and are subject to 
change at any time without notice. This report is not a solicitation or any offer to buy or sell any of the securities mentioned 
herein. It is for information purposes only and is not intended to provide professional, investment or any other type of advice or 
recommendation and does not take into account the particular investment objectives, financial situation or needs of individual 
recipients. Before acting on any information in this publication/communication, you should consider whether it is suitable for 
your particular circumstances and, if appropriate, seek professional advice. Neither Khadim Ali Shah Bukhari Securities Limited 
nor any of its affiliates or any other person connected with the company accepts any liability whatsoever for any direct or 
consequential loss arising from any use of this report or the information contained therein. Subject to any applicable laws and 
regulations, Khadim Ali Shah Bukhari Securities Limited, its affiliates or group companies or individuals connected with Khadim 
Ali Shah Bukhari Securities Limited may have used the information contained herein before publication and may have positions 
in, may from time to time purchase or sell or have a material interest in any of the securities mentioned or related securities or 
may currently or in future have or have had a relationship with, or may provide or have provided investment banking, capital 
markets and/or other services to, the entities referred to herein, their advisors and/or any other connected parties. Khadim Ali 
Shah Bukhari Securities Limited (the company) or persons connected with it may from time to time have an investment banking 
or other relationship, including but not limited to, the participation or investment in commercial banking transaction (including 
loans) with some or all of the issuers mentioned therein, either for their own account or the account of their customers. Persons 
connected with the company may provide corporate finance and other services to the issuer of the securities mentioned herein, 
including the issuance of options on securities mentioned herein or any related investment and may make a purchase and/or 
sale of the securities or any related investment from time to time in the open market or otherwise, in each case either as principal 
or agent. This document is being distributed in the United State solely to "major institutional investors" as defined in Rule 15a-6 
under the U.S. Securities Exchange Act of 1934, and may not be furnished to any other person in the United States. Each U.S. 
person that receives this document by its acceptance hereof represents and agrees that it: is a "major institutional investor", as 
so defined; and understands the whole document. Any such person wishing to follow-up any of the information should do so by 
contacting a registered representative of Khadim Ali Shah Bukhari Securities Limited. The securities discussed in this report may 
not be eligible for sale in some states in the U.S. or in some countries. Any recipient, other than a U.S. recipient that wishes 
further information should contact the company. This report may not be reproduced, distributed or published, in whole or in 
part, by any recipient hereof for any purpose. 

Rating Definitions 

• Outperform >18.5% potential upside  

• Neutral: 12.5% to 18.5% potential upside 

• Underperform <12.5% potential upside  

 


