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• What is Polyester? Polyester is a generalized term for any fabric or textile, which is made using polyester yarns or fibers. It is a shortened 
name for a synthetic, man-made polymer, which, as a specific material, is most commonly referred to as a type called polyethylene 
terephthalate (PET). It is made by mixing ethylene glycol and terephthalic acid.

• Polyester is made through either naturally occurring chemicals (cutin of plant cuticles) or synthetic chemicals (polybutyrate). Natural 
polyesters and a few synthetic ones are biodegradable but most synthetic polyesters are not.

• Uses: Polyesters are extensively used in apparel and home furnishing, from shirts and pants to bedsheets, blankets, pillows, computer mouse 
mats and upholstered furniture. Moreover, Industrial polyester fibers and yarn are used in a wide variety of sectors for multi-purposes such as 
car tyre reinforcements, conveyer belts and safety belts. Polyesters are also used to make bottles, tarpaulin, films, wire insulation and 
insulating tapes. They can be used separately as well as spun together with natural fibers to produce cloths with blended properties. 
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Source:https://sewport.com/fabrics-directory/polyester-fabric 2
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Production Process

1. Creating a Monomer
The process begins with reacting ethylene glycol with 
dimethyl terephthalate at high heat, resulting in a monomer. 

2.    Creating a Polymer
The monomer is then reacted again with dimethyl 
terephthalate to create a polymer. 

3.    Extruding
The molten polyester polymer is extruded then into long 
strips which are cooled and dried and then are broken apart 
into small pieces.  

4.    Spinning
The resulting small pieces/chips are then melted again to 
create a honey-like substance, which is extruded through 
a spinneret to create fibers. 5.    Finishing

The resulting fibers/filaments are either cut or reacted 
with other chemicals to achieve the desired type of end 
result. 



• The global polyester market was recorded at USD~103.9bln in CY20 (USD~109.8bln in CY19, a drop of ~5% 
YoY) owing to the Covid-19 pandemic. The polyester market is further divided into segments based on the 
product types, grade types and application types of the polyester.

• There are two major product types in the polyester industry; one derived from solid fibers and the others 
made from hollow fibers. Solid fibers are gaining popularity over hollow fibers and are expected to retain 
the major market share in the days to come due to their moist resistant and durable properties. 

• With reference to grade/varieties, polyester fibers are available in two varieties – PET and PCDT. PET is the 
most common production. It is stronger than PCDT, while PCDT has more elasticity and resilience.
Gradually, PET has become the world’s first choice in the packaging sector and more than half of the 
world’s synthetic fiber and bottles demand is fulfilled by PET plastics.

• Based on Application/Use, the Textile Sector dominates the market share of polyester demand and is 
expected to continue the same trend. The textile Industry has been consuming increasing amounts of 
polyesters in all chains of the Industry including weaving, dyeing, composite, etc. 

• Geographically, the Asia-pacific is considered the leading market for polyester demand due to increasing 
use in textile, home furnishing and in industrial fabrics. China possesses the highest market share in the
Asia-pacific region.    

Source: PR Newswire, 3
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• In regional terms, Europe is the largest importer of towels. European 
imports of cotton toilet and kitchen linen, of which towels is a major 
component, increased from €266 million to €291 million, at an average 
annual rate of 2.3% between 2015 and 2019. As a result, Europe’s share in 
the global import of towels is ~45%.

• Meanwhile, USA is the largest single importer of towels with imports of just 
over USD~2bln from 2016 to 2019. Other major importers include Japan 
and European countries such as Germany, UK and France.

• Similar to other textile segments, the supply or export of towels is 
concentrated in the Asian continent. This is due to the easy access to raw 
material and cheap labor. 

• The top 5 exporters consist of China, India, Pakistan Turkey and Vietnam 
and together they account for approximately ~80% of the total export 
market. 

Source: Trade Map, CBI 4
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Source: PCGA, PBS 6
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Overview

• Pakistan’s polyester Industry was recorded at PKR~76bln in FY20 (PKR~99bln in 
FY19), a significant decline of ~23% YoY, owing to slowdown in demand from 
textile and PET bottling Industry amid the outspread of Covid-19 pandemic. 

• In volumetric terms, the demand for polyester fibers fell by ~22% during FY20, 
almost aligned to the fall in value terms, depicting that price variations have not 
cast any major impact on the market size during the Covid-19 pandemic spread. 

• The structure of the Sector is Organized and Listed. The Sector is dominated by 
three (3) players capturing almost the entire share of the Local Sales in the 
Sector.   

• In terms of product market segments, Textile Sector occupies the largest share 
of the polyester demand as polyester has now become the most dominant man-
made fabric.

• Lately, with a gradual reduction in cotton production coupled with its increasing 
price trend, a room for energizing the demand for polyester segment is created.  

Snapshot FY19 FY20

Revenue (PKR bln) 98,850 75,923 

Contribution to GDP 0.3% 0.2%

Annual Demand (tons) 535,810 417,932 

Local Sales 86% 86%

Import 14% 14%

Structure Organized & Listed

Sector Players 3 3

Installed Capacity p.a (tons) 536,575 534,950 

Utilized Capacity 86% 66%

Association
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• Pakistan produces natural as well as man-made fibers. Natural fibers include cotton, wool and silk among which cotton is the most common textile

fiber. In synthetic/man-made fibers, polyester is the main fiber. Other man-made fibers include Viscose Rayon and Acrylic Staple Fibers which are

produced on a limited scale.

• Over ~70% of the Polyester Staple Fiber (PSF) is supplied to the textile value chain, i.e., the spinning sector, as illustrated below. The remaining PSF is

majorly supplied to the PET packaging Industry used in making plastic bottles. The mix of natural and synthetic fibers varies depending on the type of

yarn produced. For instance, fabric type S/J is produced through a mix of ~52% polyester and ~48% cotton, while fleece is composed of ~66% cotton

and ~34% polyester. On the other hand, the loopback fabric is a mixture of ~30% cotton, ~31% polyester and ~30% Linen.
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Demand
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• Pakistan’s polyester demand took a steep dip in FY20 owing to a halt in business activities and reduced demand from the textile Sector. 
Total demand registered a free fall of ~22% YoY, clocking in at ~418k tons in FY20 (~536k tons in FY19), the lowest volumes recorded in 
last five years. 

• The Country’s demand is majorly met through local sales while some portion is catered through imports. Over the recent years, imports 
have gradually contracted from ~22% in FY16 to ~14% in FY20, though not completely substituted by the local market. 

• Polyester, being the main synthetic fiber, has a broad potential to grow. Decline in cotton production, polyester’s durability, insulating 
properties and recyclability are a few of the many factors that create potential growth opportunities for the Sector. 



For the purpose of comparison, cotton production & demand is converted from bales to tons, using a conversion factor of 1 bale = 170 kgs 10
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Demand | A Comparison with Cotton
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Supply | Raw Materials

Purified Terephthalic Acid (PTA): PTA is an organic compound majorly used in 
the development of polyester resins, polyester fiber & yarn, and PET material 
bottles. 

Monoethylene Glycol (MEG): Belonging to the petrochemical family, MEG 
is an odorless, colorless, syrupy liquid used as a raw material for polyester 
and PET polymer. It is used in home textiles, food/drink containers, 
clothing, medical textile and others. It is majorly imported in Pakistan.

rPSF: Recycles PET/Polyester waste or recycled consumed PET bottle flakes is 
regenerated into Polyester Stable Fiber. This market is relatively new in 
Pakistan, however, is growing at a fast pace. Globally, the rPSF technique has 
already captured a significant market segment.

Major Raw Materials for PSF • Raw Material cost is the key component of the 
Sector’s cost structure, therefore, is essential 
in setting the output price and influencing the 
margins of the Sector. 

• PTA is majorly procured locally through its sole 
supplier, Lotte Chemicals Pakistan Limited, 
while some portion of it is imported too. Oil is
a major resource for the production of PTA, 
therefore, variations in oil prices have an 
indirect impact on the price of PSF too.

• MEG is entirely imported. The highest share of 
imports come from China followed by Middle 
East.

• rPSF is sold at a discount of almost ~25% of the 
PSF price. rPSF is a relatively new technique 
which is being adopted by International
brands.



Source: Investing.com, Business Recorder, PCCC 7
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• The Sector’s total Installed Capacity was recorded at 
~535k tons in FY20 (~537k tons in FY19). Actual 
production dropped to ~66% in FY20 (~86% in FY19) 
owing to reduced demand on account of Covid-19 
induced economic slowdown. 

• The Sector’s utilization levels have historically remained 
below ~90%, despite the total installed capacity being 
largely able to cater the overall demand. 



• Pakistan’s towel exports increased from PKR~83bln in FY16 to PKR~112bln in 
FY20, exhibiting a growth of ~34% in a five-year period. The growth in value 
terms is mostly on the back of currency depreciation. In quantitative terms, 
exports have declined slightly from 184,479 MT in FY16 to 172,937 MT in 
FY19. 

• However, there has been a surge in exports of textile, including towels, in the 
aftermath of the COVID-19 crisis. Pakistan has been able to attract additional 
orders as many regional competitors have been unable to sufficiently resume 
operations and meet fulfill orders on time. 

• During 1HFY21, towel exports in quantitative terms have increased by ~9% 
from same period last year and stand at 104,329 MT (1HFY20: 95,953 MT). 
Meanwhile, in PKR terms, exports during the period increased by ~23% YoY 
and stood at PKR~72,848mln (1HFY20: PKR~59,397mln). 

Source: PBS 8
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Operating Risk - Prices

• The average export price of towels has increased significantly in the last five 
years. During 1HFY21, the average price stood at PKR~698 per Kg, an increase 
of ~54% from PKR~455 per kg in FY16. 



Source: TDAP, PBS 9
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Towel Exports
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Monthly Export Trend

• Pakistan’s towel exports are largely concentrated 
towards the United States with ~41% of total towel 
exports in FY20. 

• The remaining top exporting export destinations 
consist of European countries such as UK, 
Netherlands, Germany, Spain and Italy. 

• The top six export destinations combined accounted 
for approximately ~72% of towel exports.

• The monthly export trend graph shows the impact of 
COVID-19 with the drastic decline in towel exports 
during April 2020. However, this was followed by a 
period of gradual recovery in 1HFY21. 

Export 
Destinations

FY18 FY19 FY20

Amount (USD 000) % Amount (USD 000) % Amount (USD 000) %

USA 357,026 45% 345,115 44% 298,812 42%

UK 77,356 10% 78,036 10% 65,801 9%

Netherlands 43,466 5% 49,427 6% 56,452 8%

Germany 42,273 5% 38,972 5% 36,978 5%

Spain 32,590 4% 32,452 4% 29,452 4%

Italy 36,707 5% 37,996 5% 29,038 4%

Other 207,963 26% 204,122 26% 194,732 27%

Total 797,381 100% 786,120 100% 711,265 100%



• The towel sector largely comprises of exports due to which demand trends from regions such as North America and Europe play an 
important role. 

• Pakistan’s towel exports have a high level of concentration towards the United States which has a share of ~41% in total towel exports. 

• The COVID-19 pandemic caused a decline in demand as export orders were cancelled or delayed as many export destinations went into 
strict lockdowns or restrictions. Moreover, manufacturing operations were also briefly suspended during the lockdown in the early stages 
of the pandemic. 

• In recent months, the sector has significantly recovered with export orders increasing gradually. Pakistan was able to attract additional 
orders as regional competitors continued to struggle due to the pandemic and were unable to fulfil export orders. However, a second 
wave of the pandemic is ongoing and many regions have gone back into stricter restrictions. This could hamper the recovery as demand 
may remain low. 

• Overall, textile sector exhibited a growth of ~2.4% on YoY basis during 5MFY21, according to the Large Scale Manufacturing Index.

• However, the sector faces some risk due to the significant decline in local cotton production. Latest figures for cotton arrivals stand at 
5.49mln bales, a drastic decline of ~34% from 8.34mln bales during the same period last year. Greater level of cotton imports is expected, 
however, prices are rising in both local and international markets. This may have adverse consequences for the sector’s margins.

10
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Business Risk

Source: PBS, PCGA



• The towel sector is a relatively high margin sector due to significant value addition. Moreover, margins have remained relatively stable from 
FY16 to FY19 while exhibiting slight growth trend, with gross margin increasing from ~18.6% in FY16 to ~19.7% in FY19. Meanwhile, net 
margin increased from ~8.2% in FY16 to 9.8% in FY19.

• However, there was a slight decline observed in FY20 due to the adverse impact of the COVID-19 pandemic. Gross margins fell to ~17.3% and 
net margins fell to ~6.2%. The margins during 1QFY21 exhibited significant recovery as export orders picked up with gross margin increasing 
to ~20.4% and net margin increasing to 9.1%.

• Raw materials constitute the largest component within direct costs at ~62%. Prices of cotton have been on an increasing trend in recent 
months due to shortfall in production during current season

Source: PSX, PACRA Database 11
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Margins & Cost Structure

Note: Historical margins and cost break-up is estimated from ~8 Listed/Rated Players
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• Pakistan has the second highest interest rate in the region behind Turkey. The high cost
of borrowing acts as a barrier to investments in various sectors. Garments, on the
contrary, falls in the ambit of export sector which has access to subsidized financing
facilities from the SBP in the form of short term Export Refinance Facility (ERF) and Long
Term Financing Facility (LTFF). On regional level, China has the lowest borrowing rate.

• The Pakistani businesses face competitive disadvantage due to the high electricity tariffs
it incurs which exceed all regional players. However, the government provides subsidized
electricity and gas at internationally competitive prices to the textile cluster. In contrast,
Sri Lanka and Indonesia have access to the lowest electricity tariffs in the region.

Source: Statista, Trading Economics, globalpetrolprices.com 12
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Regional Cost Comparison

0%

2%

4%

6%

8%

10%

Interest Rates

0.00

0.50

1.00

1.50

2.00

2.50

U
SD

/H
ou

r

Minimum Wage Rates

0.00
0.02
0.04
0.06
0.08
0.10
0.12
0.14
0.16

U
SD

/k
w

h
Electricity Tariffs

• Pakistan’s minimum wage translates to
0.6 USD per hour which is higher than
countries such as Sri Lanka,
Bangladesh and India. However, we
maintain competitive advantage of
low labor cost over regional players
China, Vietnam, Indonesia and Turkey.



• With respect to Income Tax, the textile industry, including towel segment is under the Normal Tax Regime (NTR). Further, the sector is also 
subject to Minimum Tax @ 1.5% of turnover, if tax liability under NTR is lower than minimum tax. However, the additional tax paid under 
minimum tax is adjustable against future tax liabilities for the next 5 years. 

• The duty structure implemented by the government provides protection to local towel manufacturers. In addition, sales tax of 17% is also 
applicable on the industry.

• The sector receives subsidized financing from SBP under the following schemes;
• Long Term Financing Facility (LTFF) up to PKR 5bln for installation of new plant & machinery @ ~3-4%.

• The Government provides subsidized electricity at USD 7.5 cents/kwh and gas at USD 6.5/mmbtu in order to increase export competitiveness 
in international markets.

• The Government also provides Drawback of Local Taxes and Levies (DLTL) at the rate of 2% on eligible product line of processed fabric (2% 
additional drawback is also allowable for exports to non-traditional markets). 

• The industry is represented by the All Pakistan Textile Mills Association (APTMA) as well as the Towel Manufacturers Association of Pakistan 
(TMA).

Source: FBR, SBP 13
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Regulatory Environment



Source: FBR 14
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Duty Structure

PCT Code Description
Additional Custom Duty Custom Duty Regulatory Duty Total 

FY21 FY20 FY21 FY20 FY21 FY20 FY21 FY20

52.01 Cotton, not carded or combed 0% 0% 0% 0% 3% 3% 3% 3%

52.03 Cotton, carded or combed 0% 0% 0% 0% 3% 3% 3% 3%

52.05

Cotton yarn (other than sewing thread), 
containing 85% or more by weight of cotton, not 
put up for retail sale 2% 2% 11% 11% 0% 5% 13% 18%

52.06

Cotton yarn (other than sewing thread), 
containing less than 85% by weight of cotton, not 
put up for retail sale 2% 2% 11% 11% 0% 5% 13% 18%

52.07

Cotton Yarn (other than sewing thread) put up for 
retail sale 2% 2% 11% 11% 0% 5% 13% 18%

58.02
Terry towelling and similar woven terry fabrics

7% 7% 20% 20% 0% 0% 27% 27%

63.01-
63.07

Other made up articles (including blankets, 
bedsheets, towels etc.) 7% 7% 20% 20% 10% 10% 37% 37%



• The sector’s working capital needs are a function of inventory, trade receivables and trade payables. 

• The average working capital cycle of the industry is ~100-110 days. There was an overall increase in the sector’s working capital cycle during 
FY20 with net working capital days clocking in at ~116 days in FY20 as compared to ~100 days in FY19. However, during 1QFY21 the sector 
entered recovery stage and was able to offload inventory that had been piled up due to cancelled or delayed orders. As a result, net working 
capital days reduced to 67 days. 

• Finished goods occupy the greatest share of inventory with ~41%. Moreover, work-in-process and raw materials also have significant shares of 
~30% and ~29%, respectively. 

Source: PACRA Database 15
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Working Capital Management

Note: Working capital cycle and inventory break-up is estimated from ~8 Listed/Rated Players
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• The total borrowing of towels sector stood at PKR~117bln during November 
2020, as compared to PKR~84bln during November 2019. 

• The largest share is taken up by export financing which stood at PKR~51bln 
during Nov-20, as compared to PKR~38bln in Nov-19. This accounts for ~44% 
of the sector’s total borrowings. 

• Short term borrowing accounted for ~31% of total borrowings and stood at 
PKR~36bln in Nov-20, as compared to PKR~15bln in Nov-19.

• Moreover, long-term borrowing contributed ~18% to total borrowings and 
stood at PKR~26bln as compared to PKR~23bln in Nov-19.

• The towel segment, alongside the rest of the textile industry, receives the 
benefit of discounted borrowings from the government in the form of Export 
Finance Scheme (EFS) and Long-Term Financing Facility (LTFF). Total 
discounted borrowing at the end of November 2020 was ~45% of total 
borrowings and stood at PKR~53bln.

• The industry’s average leveraging stands at ~45%.

Source: PSX, PACRA Database 16
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Financial Risk

Note: Average leveraging is estimated from ~8 Listed/Rated Players
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Source: PACRA Database 17
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Rating Curve

• PACRA rates three entities in the towels sector all of whom are private firms.

• There are four listed players in the towel sector with a combined market capitalization of PKR~47,307mln. 
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• The demand for exports is highly dependent on demand from European & North American markets. Since the spread of COVID-19 and 
subsequent impositions of countrywide lockdowns, major brands in USA and Europe had shut down retail operations resulting in orders on 
hold or cancellation.

• The towel manufacturers also had to suspend operations for some time during the early stages of the pandemic. Operations were resumed as 
the government moved towards ‘smart lockdown’ and implementation of SOPs in order to mitigate the negative economic impact.

• SBP allowed one year deferment of principal repayments to the corporate sector. In addition, restructuring of loans was allowed up to 30 
June 2020. The SBP later extended the deadline to submit requests for deferment of principal repayments or restructuring/rescheduling up to 
30th September 2020.

• The SBP also relaxed certain requirements of the Export Finance Scheme in order to provide relief to exporters. These relaxations included six 
month extension in shipping period for those availing EFS Part I loan and reduction of export performance requirement from 2 times to 1.5 
times for those availing EFS Part II facility.

• Moreover, SBP also reduced the policy rate by 625bps to 7%. This is expected to reduce the sector’s finance costs by PKR~4,016mln. 

Source: SBP, PACRA Database 18
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COVID-19: Impact & Relief Measures
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SWOT Analysis

•Decline in local cotton production resulting in
greater reliance on imports

•Geographical export concentration towards the
USA

•Availability of raw material and cheap labor
•Government support in the form of favorable

duty structure
• Strong sector association resulting in significant

lobbying power

Strengths

Threats Opportunities

Weaknesses

• Subsidized cost and financing structure provides
competitive advantage

• Special Economic Zones provide incentives to the
sector

• Increase efficiency and improve quality through
technological upgrade

• Significant competition from regional
players in export market

•Bankruptcy in retail chains worldwide
•Exchange rate volatility
• Fluctuations in raw material prices



• Despite challenges faced due to the COVID-19 pandemic the garment industry has been making a recovery in recent months as restrictions 
both in Pakistan and abroad have eased allowing the industry to resume operations and resulting in gradual increase in demand.

• Pakistan has also attracted additional export orders as regional competitors such as India and Bangladesh were unable to control COVID-19 
crisis and thus not able to meet export orders in a timely manner. Overall textile imports from India and Bangladesh fell by ~41% and 
~32%, respectively during the 2HFY20 as compared to the same period in previous year.

• As a result, towel exports during 1HFY21 grew by ~23% and clocked in at PKR~73bln (USD~446mln) as compared to PKR~59bln 
(USD~379mln) in 1HFY20. Moreover, in quantitative terms exports grew by ~9% from ~95,953 MT in 1HFY20 to ~104,329 MT in 1HFY21. 

• The textile industry receives significant support from the government in the form of subsidized borrowing and energy prices due to its 
considerable contribution to the country’s GDP and exports. 

• The decline in local cotton production has resulted in the increase of prices which may result in the reduction in margins for the sector. 
Moreover, greater reliance on imported raw material increases risk exposure due to exchange rate volatility. However, exchange rate is 
expected to remain stable in the near future. 

• Moreover, the reduction in benchmark rate by 625bps should also reduce finance costs by PKR~4,016mln and alleviate some of the 
downward pressure on margins due to rising raw material costs. 

Source: PBS, SBP. ILO 20
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Outlook: Stable
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• Statisa
• Trading Economics
• Business Recorder
• Trade Map
• MenaFN (https://menafn.com/1098203560/India-Bath-

Towel-Market-2019-Global-Trends-Market-Share-Industry-
Size-Growth-Opportunities-and-Forecast-to-2024?src=Rss)

• PR Newswire (https://www.prnewswire.com/news-
releases/global-kitchen-towel-industry-2019-to-2027---
market-trajectory--analytics-301087094.html)

• CBI (https://www.cbi.eu/market-information/home-
decoration-home-textiles/hammam-towels/market-
potential)
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Contact Number: +92 323 8457222

DISCLAIMER
PACRA has used due care in preparation of this document. Our information has been
obtained from sources we consider to be reliable but its accuracy or completeness is not
guaranteed. The information in this document may be copied or otherwise reproduced, in
whole or in part, provided the source is duly acknowledged. The presentation should not be
relied upon as professional advice.
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