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RATING RATIONALE 
The ratings reflect IFL’s (i) robust ownership profile (Ibrahim group) that has demonstrated strong support, (ii) leading market 

position in the local polyester staple fibre (PSF) industry, and (iii) intentions to keep leveraging at low levels. Imposition of anti-

dumping duty on PSF imported from China since Feb-16 has supported volumetric growth and margin - performance has also 

gained from by increasing demand. Favorable movements in crude oil prices, and, PSF feedstock prices, provided further benefit 

to the company’s core margins. Given demand pattern and efficient production, IFL is expected to hold performance trend. In 

recent years, the company’s bottomline has been a function of a reliable dividend stream of IFL's investment in Allied Bank 

Limited (ABL), an associated company. Lately, the said investment has been sold to group holding company. Though the 

recurring stream of income from ABL would stop, the resulting cashflows are primarily being used to adjust debt levels. In turn, 

significant financial cost savings. Meanwhile improved core profitability would bode well for its financial profile. 

 

The ratings are dependent on profitable operation of the company, supported by input prices and duty protection. Moreover, 

association with Ibrahim Group bodes well for the company. Going forward, induction of independent board members should 

benefit governance framework. 
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 IBRAHIM FIBRES LIMITED  

 Incorporated 1986 

Major business lines 
 Polyester fibre 
  Spinning  

Legal status Listed 
 

 

INDUSTRY SNAPSHOT 

 Polyester Staple Fiber’s (PSF) basic raw materials include Pure 

Terephthalic Acid (PTA) and Mono Ethylene Glycol (MEG).  

 Being derivative of crude oil, their prices fluctuate accordingly, 

making PSF a price volatile product 

 With slight decline in crude oil prices after a year of sharp decline, 

(FY17: ~4%, FY16: ~38%), PSF prices were largely stable.  

 

 

OWNERSHIP  STRONG 

 IFL, incorporated in 1986, is listed on PSX 

 Manufactures a wide variety of Polyester Staple Fibre (390,600 tpa), (139,872 spindles) and blended yarn, the largest capacity in 

Pakistan 

 Majority (88%) owned by Ibrahim Group (IG) directly through Mukhtar family members. IG has presence in textile and financial 

industry 

 The group formed Ibrahim Holdings (Pvt.) Ltd to streamline ownership structure of its companies, Earlier Ibrahim Fibres had 

significant stake in ABL; this is now transferred to Ibrhaim Holdings (Value : PKR ~20bln). However, a portion of proceed is 

yet to be received from Ibrahim Holdings 

GOVERNANCE GOOD 

 Seven-member BoD comprises three directors from sponsoring family, three group affiliates, and one independent member 

 Board members have significant industry related experience. Inclusion of more independent members should benefit governance 

framework 
 

MANAGEMENT ADEQUATE 

 The CEO – Mr. Mohammad Naeem Mukhtar – has been associated with the company since 1986 and carries diversified 

experience. He is also the Chairman of Allied Bank Limited (ABL) 

 Well-tiered organization structure with an experienced management team  

 Oracle is deployed as ERP solution; comprehensive MIS reporting 

 Captive power generation to meet entire energy requirements: The Company is in the process of installing a 20MW Coal fired 

plant. This would beneficially impact the energy cost mix  
 

BUSINESS RISK ADEQUATE 

 In Feb16, National Tariff Commission imposed anti-dumping duty on Chinese PSF for five years; industry players benefitted in 

terms of volumes and margins. 

 IFL’s topline predominantly comprises revenue from PSF segment (FY17: ~80%), followed by spinning segment. 

 During FY17, IFL’s topline increased (~15%) YoY. This is mainly led by volumetric increase and price stability on account of 

anti-dumping duties on Chinese PSF. 

 Cost of sales during the period increased less proportionately due to relatively lower raw material costs as against SPLY. 

Efficiency gains resulting from BMR also helped. Resultantly, gross margin (FY17: 6.1%, FY16: 2.8%) increased. This translated 

well to operating profits (FY17: PKR 1,444mln, FY16: PKR 64mln) as selling costs were contained. 

 Incorporating gain (PKR 5,788mln) on sale of the ABL investment and reduction in finance cost by ~27% on YoY basis, the 

reported bottomline was significantly higher (FY17: PKR 8,480mln, FY16: PKR 1,535mln) 

 During 1QFY18, the performance trend line was maintained while cost savings, on the back of BMR (replacement of spindles) 

and commissioning of a coal-fired power plant (Jul’17), resulted in slightly improved core business margins. 

  

FINANCIAL RISK ADEQUATE 

 Working capital days slightly improved on YoY basis. 

 During the period, improved cash flow position provided support to debt-service coverages. The Receipt of receivable from 

Ibrahim Holding’s against the disposal of shares of ABL would further improve IFL’s balance sheet strength 

 Low leveraged capital structure. Debt to debt plus equity ratio stood reduced at ~15% at end-Sep17 (end-Jun17: ~23%, end-

Jun16: ~42%). Going forward, leveraging is expected to go down on account of loan repayment 

 Interest-free loan from directors (end-Mar’17: Nil, end-Jun’16: ~PKR .l7.4bln) has been adjusted/repaid. 
 

 



                                                                                                                                                                                                               

The Pakistan Credit Rating Agency Limited

Ibrahim Fibres Limited
BALANCE SHEET 30-Sep-18 30-Jun-17 30-Jun-16 30-Jun-15

1QFY18 FY17 FY FY

Non-Current Assets 28,416             28,610             24,817             24,228             

Investments (Incl. associates) -                   -                   13,762             12,594             

    Equity -                   -                   13,762             12,594             

    Debt -                   -                   -                   -                   

Current Assets 19,620             23,671             12,479             12,782             

    Inventory 5,974               7,393               5,197               6,462               

    Trade Receivables 188                  228                  206                  178                  

    Others 13,458             16,050             7,076               6,142               

Total Assets 48,036             52,281             51,058             49,604             

Debt 6,424               11,403             17,418             17,761             

     Short-term 2,158               4,924               2,691               4,528               

     Long-term (Incl. Current Maturity of Long-Term Debt) 4,267               6,479               14,727             13,232             

Other Short-term Liabilities 2,376               1,915               2,226               1,945               

Other Long-term Liabilities 1,860               1,717               2,604               2,552               

Shareholder's Equity 37,375             37,246             28,811             27,346             

Total Liabilities & Equity 48,036             52,281             51,058             49,604             

INCOME STATEMENT

Turnover 11,680             39,911             34,710             37,274             

Gross Profit 749                  2,425               980                  838                  

Net Other Income (Share of profit + Other income - Other expenses) (22)                   7,074               2,755               3,001               

Net Finance Cost (129)                 (693)                 (897)                 (1,601)              

Net Income 129                  8,480               1,535               803                  

Cashflow Statement

Free Cashflow from Operations (FCFO) 960                  3,254               2,177               2,288               

Net Cash changes in Working Capital 2,910               (4,421)              663                  (115)                 

Net Cash from Operating Activities 3,779               (1,166)              3,211               1,886               

Net Cash from InvestingActivities 1,339               (2,620)              (2,929)              (1,739)              

Net Cash from Financing Activities (4,979)              3,781               (343)                 (69)                   

Ratio Analysis

Performance

     Turnover Growth 26% 15% -7% -22%

     Gross Margin 6% 6% 3% 2%

     Net Margin 1% 21% 4% 2%

     ROE 1% 23% 5% 3%

Coverages

Interest Coverage (FCFO/Gross Interest) 7.4 4.7 2.4 1.4

Core: (FCFO/Gross Interest+CMLTD+Uncovered Total STB) 2.0 1.2 0.8 1.1

Total: (TCF) / (Gross Interest+CMLTD+Uncovered Total STB) 2.0 1.4 1.4 1.8

Debt Payback (Total LT Debt Including UnCovered Total STBs) / (FCFO- Gross Interest) 1.3 2.5 11.5 19.3

Liquidity

     Net Cash Cycle (Inventory Days + Receivable Days - Payable Days) 46 49 53 55

Capital Structure (Total Debt/Total Debt+Equity) 24% 23% 38% 39%

Ibrahim Fibres Limited (IFL)

Jan-18

Polyester

Financials (Summary)



Name of  Issuer Ibrahim Fibres Limited

Sector Polyester

Type of Relationship Solicited

Purpose of the Rating Independent Risk Assessment

Rating History 

23-Jun-17 AA- A1+ Stable Maintain

17-Dec-16 AA- A1+ Stable Maintain

18-Dec-15 AA- A1+ Stable Maintain

18-Dec-14 AA- A1+ Stable Maintain

18-Dec-13 AA- A1+ Stable Maintain

Related Criteria and Research

Rating  Methodology Corporate Rating Methodology

Sector Research

Rating Analysts Aman Zafar Shahzad Saleem

aman.zafar@pacra.com shahzad@pacra.com

(92-42-35869504) (92-42-35869504)

Rating Team Statement

Disclaimer

PACRA maintains principle of integrity in seeking rating business.

Probability of Default (PD)

Dissemination 

Date
Long Term Short Term Action

None of the information in this document may be copied or otherwise reproduced, stored or disseminated in whole or in part in any form or by any means whatsoever by any

person without PACRA’s written consent.  PACRA reports and ratings constitute opinions, not recommendations to buy or to sell

PACRA's Rating Scale reflects the expectation of credit risk. The highest rating has the lowest relative likelihood of default (i.e, probability). PACRA's transition studies capture

the historical performance behavior of a specific rating notch. Transition behavior of the assigned rating can be obtained from PACRA's Transition Study available at our

website. (www.pacra.com). However, actual transition of rating may not follow the pattern observed in the past

www.pacra.com                                                                                                                  

PACRA reviews all the outstanding ratings on annual basis or as and when required by any stakeholder (including creditor) or upon the occurrence of such an event which

requires to do so

PACRA initiates immediate review of the outstanding rating(s) upon becoming aware of any information that may be reasonable be expected to result in any change (including

downgrade) in the rating

Reporting of Misconduct

PACRA has framed and implemented whistle-blower policy encouraging all employees to intimate the compliance officer any unethical practice or misconduct relating to the

credit rating by another employees of the company that came to his/her knowledge. The Compliance Officer reports to the BoD and SECP

Confidentiality

PACRA has framed a confidentiality policy to prevent abuse of the non-public information by its employees and other persons involved in the rating process, sharing and

dissemination of the non-public information by such persons to outside parties

Surveillance

Prohibition 

Conflict of Interest

Rating Shopping

Rating Procedure

PACRA monitors all the outstanding ratings continuously and any potential change therein due to any event associated with the rated entity/ issuer, the security arrangement,

the industry etc, is disseminated to the market, in a timely and effective manner, after appropriate consultation with the entity/issuer

The analysts or any of its family members do not buy or sell or engage in any transaction in any security which falls in the analyst's area of primary analytical responsibility. This

is, however, not applicable on investment in securities through collective investment schemes. PACRA has established appropriate policies governing investments and trading in

securities by its employees

PACRA may provide consultancy/advisory services or other services to any of its clients or to any of its clients' associated companies and associated undertakings that is being

rated or has been rated by it. In such cases, PACRA has adequate mechanism in place ensuring that provision of such services does not lead to a conflict of interest situation

with its rating activities

PACRA receives compensation from the entity being rated or any third party for the rating services it offers. The receipt of this compensation has no influence on PACRA's

opinions or other analytical processes. In all instances, PACRA is committed to preserving the objectivity, integrity and independence of its ratings. Our relationship is governed

by two distinct mandates i) rating mandate - signed with the entity being rated or issuer of the debt instrument, and ii) fee mandate - signed with the payer, which can be

different from the entity

PACRA ensures that the credit rating assigned to an entity or instrument should not be affected by the existence of a business relationship between PACRA and the entity or any

other party, or the non-existence of such a relationship

Where feasible and appropriate, prior to issuing or revising a rating, PACRA informs the issuer of the critical information and principal considerations upon which a rating will

be based and provide the opportunity to clarify any likely factual misperception or other matter that PACRA would wish to be made aware of in order to produce a fair rating.

PACRA duly evaluates the response. Where in a particular circumstance PACRA has not informed the entity/issuer prior to issuing or revising a rating, it informs the

entity/issuer as soon as practical thereafter
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Regulatory and Supplementary  Disclosure  

Rating is an opinion on relative credit worthiness of an entity or debt instrument. It does not constitute recommendation to buy, hold or sell any security. The rating team for 

this assignment does not have any beneficial interest, direct or indirect in the rated entity/instrument.

PACRA has used due care in preparation of this document. Our information has been obtained directly from the underlying entity and public sources we consider to be reliable

but its accuracy or completeness is not guaranteed. PACRA shall owe no liability whatsoever to any loss or damage caused by or resulting from any error in such information. 

The analysts involved in the rating process do not have any interest in a credit rating or any of its family members has any such interest

The analysts and members of the rating committees including the external members have disclosed all the conflict of interest, including those of their family members, if any, to

the Compliance Officer PACRA

PACRA, the analysts involved in the rating process, and members of its rating committee do not have any conflict of interest relating to the credit rating done by them
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