Imports

Import

Strategy Must Keep Evolving
in Indian Market

Home Fashion magazine had a detailed talk with Mr. Mohit Modi, Managing Director,

Spread Home Products Pvt. Ltd., who is a pioneer in genuine imports, marketing and distribution

of well-known international brands of home textiles and home décor in India now for over 15 years.

Purpose was to assess whether demonetisation of Rs. 500 and 1,000 notes by

Government of India will have a cascading effect on imports of home textiles and home decor

products in general and on his own business in particular.

The New Spread Home Showroom at its Delhi HQ. About 85% of the products are imported.

il demonetisation be a game changer

in Indian imports? We asked Mohit

Modi. “Irrespective of demonetisation,
in India, you must bring a structural change
in your business every 2-3 years if you have to
survive. This is because it is dynamic economy
and a rapidly evolving market, where consumer
profile and preferences as well as competitive
scenario keep changing. Besides, the
Government policies to keep changing, which
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can impact business positively or adversely
fromtimetotime.

Spread Home itself has to come up with a new
business strategy every 2 years to keep pace with
these changes. Consumers in a high growth
economy like India wish to experience new
shopping avenues frequently. With growing cities,
people are getting exposed to fashion and newer
lifestyle trends. People aspire to bring a change in
their lifestyle unlike European countries where



people are saturated with experiences and are
now living the best of lifestyles.

China adapts to these changes faster than India.
This is because India is a multi-cultural society
while China is a uni-cultural society, where
acceptance of change gets adapted faster. China
as economy is more stable. India has witnessed
many factors during the last 6-8 months. For
example demonetisation which stalled business
activity in India, has impacted imports and also
adversely affected retail sales. This impacted the
entire backward chain.

But in today's global market environment which is
highly driven by technology, cost and frequent
change of fashion and lifestyle, where does the
future of handmade carpet industry stand? The
industry is here to stay and prosper, if we are to
conclude from India's own export statistics and the
vision the industry holds for itself as a dominant
global market player.

On Spread Home

Spread has been growing at 25% year on year.
Inthe current FY, the growth has been 20% so far.

Spread is present in about 400 stores (including
all Shoppers Stop) across the country in around
100 locations. In addition, about 350 MBOs
stock Spread products. Per stores sales on an
average are growing by about 25% per annum.
Overall, the growth is good.

Well designed international products are part of Spread’s range.

Mohit Modli, Director and Inder Kumar Modi, Chairman, Spread Home
“Import content, has come down from 100% to
85% for Spread product range. This has reduced
a little further as the brand has started sourcing
some more products domestically. But our
experience with domestic sourcing has not
been very pleasant in terms of quality and
consistency and we may have to go back to
imports. Today, the markets are very competitive
and import seems inevitable, as our brand image
has to be protected. In any case, prices are very
competitive even in import. Share of textiles in our
business is still 90%. Hard goods business is very
promising, interesting and creative business but
has to grow further. Mr. Modi is trying to find more
space forthese products in stores across India.

We are able to reduce competition in b import by
constantly moving into more and more speciality
fabrics and products that are more premium, more
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luxury. Those who are focussing on mass market
and cheaper products are finding the competition
tough. New players in import have to either enter
the market in a clean way or will find the going and
competition tough in India.

Demonetisation effect

Spread Home itself experienced significant
impact. For first three days after 8th November,
there was absolutely no business. Then the
situation started settling down. Still, hard goods
sales dropped by 70-80% whereas home textiles
lost 25% of the normal sales.

Some stores preponed their end of season sale
to second week November which generally
starts in January or end December. This brought
little improvement in sales, but only in case of
Large Format Stores (LFS). Stand alone furnishing
stores are very badly hit and some of them
are still in that zone. They had already lost bed
& bath products sales significantly to LFS on
account of superior visual merchandising and
services as well as to online retailers. Online
sales are up, as people buying online were
already using plastic money. Young, modern
consumers in any case never carried cash. Many
offine buyers went online for shopping to
avoid additional cash spending beyond shopping,
on going out. LFS are likely to return to normal
sales figures by January end.

Impact on Import business

“90% of the importers in our business used to
survive on undervaluation and havala payments.
This havala or illegal transfer of money has
completely stopped now because exchange rate
of a dollar in grey market went up by 30-40%,
making illegal transfer meaningless. Therefore, an
importer might as well pay import duty on full value
instead of making payment through havala and
get on wrong side of the law,” says Mohit Modi.
But through legal route, such importers, who were
purely surviving on low prices with no product
concept, market understanding or brand value,
are finding it difficult to compete. Products
become expensive when they have to pay proper
import duty and VAT. Such unscrupulous
importers have been doing that business for 20-30
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years and will now find it difficult to switch overto a
fair, legal business. We have already seen some
exits. It is common knowledge that Karol Baugh
did a mind blowing business with old currency for
afew days. And now they are facing big problem.

High priced quilts & pillows now have a demand

“A quilt worth Rs. 5000, for which we could not sell
more than 200 pieces in the entire year, has
clocked a sale of 1,000 pcs. in last 15 days post
demonetisation!” says Mohit Modi. This is the
miracle of demonetisation, making fair players like
Spread competitive in the market. Importers who
were selling similar quilt for Rs. 3000 were forced
to increase their prices to realistic levels. In such
given situation a consumer would anytime prefer
buying a brand over unbranded products.

“So we have benefitted from demonetisation!”
says Modi.

More importers emerging?

If the business of import is likely to become fair,
will more entrepreneurs enter the fray? “No not
at all,” says Mohit Modi and explains, “India's
major import scenario and the whole system were
based on undervaluation. Cost calculation was
done on a different level all together. Business
can be done once you have good network, good
sales policy and invest in infrastructure. If you
dothat, you have to strive hard to survive, compete
and stay in business profitably, like any other

competitive business. So the incentive of making
quick and easy money doesn't exist any more!”
Then how does Mohit Modi see Indian import
scenario evolving? Like he said, he doesn't see
many new organized importers entering the field,
except those with along term commitment. So can



Decorative accessories and hardgoods, a new promising range of imports for Spread Home.

we say that Indian market will now open to
established international brands and supplies
wish to do genuine business? Who wish to
develop India as a market? With home products
consumption growing between 20-30%, this will
certainly happen. India offers great opportunity to
brands across the globe.

International players will now have options of
working on three possible business models in India.
One, to continue working with clandestine buyers
with unstable future, second to work with
professional importers like Spread Home and
develop long term business with branding, distri-
bution and retail support. Third option is to enter the
market directly on their own by setting up their own
marketing, distribution and warehousing set up,
which will be a very very expensive proposition at
the current volumes this country offers.

Opportunity to consolidate

Across home category, there are very few
brands in Indian market who present organised
collections three times a year. For Indian brands it
is a good opportunity over the next few months to
consolidate their position as they will face less

competition from cheap imports. Indian brands
needto also learn to be more lean and competitive
in terms of cost control and prices. At the same
time, they need to promote their brands
aggressive amongst retailers and consumers. If
they succeed in doing so at this point, they will be a
big winner. They must be able to deliver right
product, at the right price and at the right time.
Their answer cannot be inimport.

Retailers on the other hand need to change or
recycle their merchandise every two months.
Most of them need small volumes, specially with
this condition of frequent merchandise change.
Hence, not many Indian retailers are in a position
toimport directly as they cannot meetthe MOQs.

India's consumer spending on luxury goods may
take a beating as a fall out of demonetisation. The
real super luxury buyers of India never shopped
here and hence demonetisation has not affected
that end of the market. It is the entry level luxury
buyers and unscrupulous earners, politicians and
bureaucrats, tax evading businessmen who will
move from the market for now. | expect a lot of
turbulence in the market until the Diwali of 2017.9®
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