
 
 

www.smartsyncservices.com 
 

VIP Industries Q1FY21 

Brief Company Introduction 

VIP Industries Ltd is an Indian luggage maker which is the world's second largest and Asia’s largest 

luggage maker. The company has more than 8,000 retail outlets across India and a network of retailers 

in 50 countries. VIP's products are imported in numerous other countries. It acquired United Kingdom 

luggage brand Carlton in 2004. It also owns the Aristocrat and Skybags brands which are very popular 

in India. 

Standalone Financials (In Crs) 

  Q1FY21 Q1FY20 YoY % Q4FY20 QoQ % 

Sales 59 577 -89.77% 317 -81.39% 

PBT -57 56* -201.79% -6 -850.00% 

PAT -42 38 -210.53% -5 -740.00% 

Consolidated Financials (In Crs) 

  Q1FY21 Q1FY20 YoY % Q4FY20 QoQ % 

Sales 58 567 -89.77% 317 -81.70% 

PBT -67 55* -221.82% 10 -770.00% 

PAT -51 35 -245.71% 10 -610.00% 

  *Contains an exceptional item of loss of Rs 48.5 Cr   

Detailed Results: 

1. The results for the quarter were dismal with a 90% YoY decline in standalone and consolidated 

revenues respectively. 

2. The profits for the quarter grew into negative territory in both standalone & consolidated terms. 

3. The company achieved a reduction in Fixed Overheads by 35%. 

4. Gross Margin for VIP after netting of other income was 42%. It was mainly due to higher discounts 

and a high mix of India produced goods sales rather than Bangladesh production. 

5. Overall Expenses were down from Rs 160 Cr in Q1FY20 to Rs 75 Cr in Q1FY21. 

6. The company has a cash balance of Rs 159 Cr as of 30th June 2020. 

7. The company is looking to leverage its manufacturing capability to enter into the PPE category 

and is starting to make face masks. 

 

Investor Conference Call Highlights 

1. The company has plans to borrow Rs 300 Cr to tide through the current tough times. 

2. The management stresses that the issue that the company is facing is not on the supply side but 

that of demand. the travel sector has been the worst hit from the pandemic and being a travel-

oriented product the demand for the company’s products has dried up drastically. 

3. The management has refrained from providing any specific guidance for FY21. 

4. The PPE business is still very small and the management has stated that the company can make 

only Rs 5-10 Cr in FY21 on this segment. 
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5. Even if the company pays all of its creditors immediately, it has enough cash to survive on zero 

revenues for 6 months. 

6. The management has stated that they do not have any high expectations for performance revival 

in Q2. The revival will solely be dependent on the developments of the virus going forward. 

7. The management has stated that entry into masks is short term only as everyone is getting into 

this space and there are very low entry barriers in place. 

8. The management is looking to increase the manufacturing of ladies’ handbags. At the moment 

most of this category is being imported. Once manufacturing starts for it either in India or 

Bangladesh, the company can earn much higher margins on this product. 

9. The employee expenses look flat QoQ mainly as Q4 also saw a reversal of the Director’s 

commission and performance pay for all the employees. Overall employee expenses have fallen 

35% YoY. 

10. The company saw other income of Rs 18 Cr in Q1. Around Rs 14 Cr was from rent waivers, 

reductions, and closure of shops. Around Rs 2 Cr was from insurance claims and Rs 2.5 Cr was 

from one time recurring balance. 

11. The stock inventory levels have not changed much as there were no meaningful sales for the 

company. The company is looking at secondary sales right now and has offered some distributor 

& dealer schemes in June and July to try and move the pipeline inventory. 

12. The company has cut around 100 of its 250 exclusive retail stores as a part of its cost-cutting 

initiative. 

13. The management asserts that the company is well equipped to cater to increasing demand. It can 

easily set up new facilities within 4-6 months to increase the capacity to address demand. And 

almost all of the RM demand from China can now be addressed from Bangladesh going forward. 

14. Around 40-50% of sales are from the CSD channel. This channel was working at 50% capacity in 

Q1 and was the most earning channel for the company. 

15. The management has stated that the company will not be losing major revenue share as the closed 

100 stores had accounted for only 10% of revenues last year. 

16. Currently, 35% to 40% of the stock for VIP is from Bangladesh. 

17. The management has stated that the pandemic has forced them to focus on cash management vs 

P&L and on cost savings due to the blow to the industry demand. 

18. The fastest-growing channel for the company remains e-commerce and the pandemic has further 

increased the significance of this channel. The company is now balancing its exposure among 

prominent e-commerce sellers like Amazon and Flipkart. 

19. The management has stated that demand for the luggage industry should mirror domestic air 

traffic and increasing footfalls in shopping centres and malls. 

 

Analyst’s View: 

VIP has been the market leader in the soft and hard luggage segment in India for a long time now. The 

company is one of the biggest luggage manufacturers in the world by volume. However, the company 

and the industry have been facing tough times with sales contraction due to a fall in demand and 

disruption from COVID-19. The company is doing well to switch to Bangladesh for soft luggage 

procurement and to reduce costs while acknowledging that the sales environment going forward will 

be tough in the short term. It has also ventured into PPE making and is focusing on increasing its ladies’ 

handbags lines. As per the management, the demand scenario at the moment is very uncertain. It 

remains to be seen how fast demand comes back to the sector and how will the company fare in the 
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meantime. Given the slowdown in travel and travel activities at the moment, demand-revival seems 

a distance away. Nonetheless, given the company’s strong brand image and leadership position in the 

industry along with the resilient balance sheet of the company, VIP industries remains a pivotal mid-

cap stock to watch out for. 

 

 

If you found this report useful and would like to receive more such investing insights, you can subscribe 

to our updates.  
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