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Highlights – Industry trends

Indian apparel exports grew by 7.8% 

(YoY) during April to July 2025 and 

dipped by 2.7% in August 2025, 

indicating initial stress over additional 

US tariffs.

Uncertainty looms over apparel 

exports. However, any positive 

development over the ongoing tariff 

related negotiations coupled with the 

implementation of FTA with the UK 

would support an improvement in 

Indian apparel exports over the 

medium term.

▪ Global apparel trade increased by 3% (YoY) in CY2024, after experiencing a 7% decline in 2023. In 

5M CY2025, apparel imports from the EU and US, which make up around 50% of global trade, 

rose by 8% (YoY) with restocking by the EU retailers as well as advancement of shipments to the 

US ahead of the additional tariff imposition. The global apparel trade currently remains cautious 

amidst evolving tariff-related uncertainties in the US.

▪ In FY2025, India’s apparel exports grew 10% on a YoY basis with recovery in demand, following 

the increasing shift in apparel sourcing from India due to the China Plus One (C+1) strategy. This 

trend continued in 5M FY2026, wherein India’s apparel exports grew 5.7% on a YoY basis.

▪ The latest round of US tariff imposition by the US, effective August 27, 2025, has added a punitive 

25% tariff on Indian goods, pushing the effective tariff burden to 50% (over and above pre-

existing levies). This escalation places Indian exporters at a disadvantage compared to 

competitors in East and Southeast Asia, who face lower tariff rates.

▪ The US and European markets (including EU and UK) continue to be the major markets for Indian 

apparel exporters, accounting for 33-34% and 31-32% share, respectively, in FY2025 and Q1 

FY2026. 

▪ While the advancement of shipments to the US ahead of the additional tariff imposition has 

offered a semblance of relief, India’s share in the US apparel imports is expected to decline 

sharply in H2 CY2026 if the absolute/ relative US tariff levels persist. 

Click to see full report

https://www.icra.in/Home/ViewFullReport?ReportType=Research&AuthKey=21db28fa-ad3d-4b18-9a52-ea630b84b537
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Highlights – Financial performance & credit profiles

Industry revenues expected to dip by 6-

9% YoY in FY2026, if the recently 

imposed higher tariffs by the US 

continue. Besides, lower exports and 

pressure on pricing to contract industry 

operating margins by 200-300 bps in 

FY2026; impact could be steeper for 

entities with higher concentration on 

the US market.

Additional tariffs levied by the US to 

result in a reduction in incremental 

capacities added within India. Certain 

entities are setting up / enhancing 

capacities outside India.

▪ With a moderate increase in debt towards ongoing capital expenditure in several companies 

(which is nearing completion) and lower earnings, coverage ratios are projected to moderate. 

Decline in operating margins will be primarily attributed to discounts provided and a reduction in 

the operating scale. Consequently, apparel-exporting companies are likely to report a lower 

interest cover of 3.0-3.2 times and higher total debt/ OPBDITA of 3.2-3.4 times in FY2026 and 

FY2027(compared to 4.6 times and 2.3 times, respectively, in FY2025).

▪ Subsequent to the trend in higher number of rating upgrades compared with downgrades in 

FY2023, ICRA’s rating actions since then in the Textiles (Apparels) sector show that the instances 

of upgrades and downgrades have been more even.

▪ If the recently imposed tariffs continue, ICRA expects the revenues of apparel exporters to decline 

by 6-9% in FY2026, despite the diversion of supplies to other geographies. Consequently, ICRA 

forecasts their operating profit margins to compress to around 7.5% in FY2026 from 10% in 

FY2025, on relatively weaker operating performance in H2 FY2026, caused by contraction in 

volumes leading to decline in operational efficiencies. Implementation of the Free Trade 

Agreement (FTA) with the UK is likely to offer some relief in FY2027.

▪ Indian cotton yarn prices had remained flat in FY2025 on a YoY basis and are likely to moderate to 

an extent with import duty exemption on cotton imports till December 2025.
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Analytical Contact Details

Name Designation Email Contact Number

Jitin Makkar Senior Vice President & Group Head jitinm@icraindia.com 0124 – 4545 368

Srikumar Krishnamurthy Senior Vice President & Co-Group Head ksrikumar@icraindia.com 044 – 4596 4318

G S Ramakrishnan Assistant Vice President & Sector Head g.ramakrishnan@icraindia.com 044 – 4596 4300

Geetika Mamtani Senior Analyst geetika.mamtani@icraindia.com 022 – 6169 3330

Trusha Mahendra Patil Senior Analyst trusha.patil@icraindia.com 044 – 4596 4326
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Business Development/Media Contact Details

Name Designation Email Contact Number

L Shivakumar Chief Business Officer shivakumar@icraindia.com 022-61693304

Sai Krishna Head - Research Sales and Investor Connect sai.krishna1@icraindia.com 9840774883

Rohit Gupta Head Business Development – Infrastructure Sector rohitg@icraindia.com 0124-4545340

Vivek Bhalla Head Business Development – Financial Sector vivek.bhalla@icraindia.com 022-61693372

Vinita Baid Head Business Development – East vinita.baid@icraindia.com 033-65216801

Shivam Bhatia Head Business Development – Corporate Sector – North & South shivam.bhatia@icraindia.com 0124-4545803

Sanket Kulkarni Head Business Development – Corporate Sector – West sanket.kulkarni@icraindia.com 022-6169 3365

Naznin Prodhani Head - Group Corporate Communications & Media Relations communications@icraindia.com 0124-4545860
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All information contained herein has been obtained by ICRA from sources believed by it to be accurate and reliable. Although reasonable care has 

been taken to ensure that the information herein is true, such information is provided 'as is' without any warranty of any kind, and ICRA in particular, 

makes no representation or warranty, express or implied, as to the accuracy, timeliness or completeness of any such information. Also, ICRA or any of 

its group companies, while publishing or otherwise disseminating other reports may have presented data, analyses and/or opinions that may be 

inconsistent with the data, analyses and/or opinions in this publication. All information contained herein must be construed solely as statements of 

opinion, and ICRA shall not be liable for any losses incurred by users from any use of this publication or its contents. 
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