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Lackluster retail sales in Fall/Winter

China’s exports of wool garments slide in
2016

Australian wool production forecast to lift
to 2022

Trends in competing fiber prices

Positive forecasts for global sheepmeat
consumption and prices
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Conditions Trends, Drivers and Prospects
Trends, Drivers and Prospects

Clothing retail sales in the eight major wool consuming countries in the just completed

China’ exports of wool clothing products fell in 2016, Fall/Winter period was disappointingly lackluster. This is not encouraging for the prospects of
putting pressure on the wool textile mills in China strong orders from retailers over the next few months in preparation for the Fall/Winter 2017
which are focused on the export market. season later this year.

China is by far the world’s largest processor of wool Data on retail sales growth from the world’s eight major wool consuming countries over the

and exporter of wool products. It accounts for around 2016 Fqll/Winter season show that only two of the eight countries recorded a growth rate that
40% of the world trade in wool clothing (men’s,

women’s and knitwear) and is the major supplier to

matched or was higher than in Fall/Winter 2015. Those two countries were the UK, which
recorded a moderate growth of 1.7%, and France, which recorded a growth rate of 3.3%. The
remaining six countries posted slower growth rates than in 2015 or, in the case of Japan, an
even stronger decline in retail sales growth. The chart shows the annual growth rate of clothing

As the chart below shows, China’s exports fell by 8% retail sales for the eight countries between 2011 and 2016, as well as the growth rate in
in 2016 to the lowest annual level since the mid- Fall/Winter in 2015 and in 2016.

almost all the major wool garment consuming
countries around the world.

1990s. This decline was due in part to slower retail

sales and demand in the destination countries. In In addition to the slowdown in growth rates during Fall/Winter, the Chart highlights the general

slowdown in 2016 in retail sales of clothing in the eight major consuming countries. This will
discourage retailers from

part, it was also due to a relocation of garment
production away from China as labor costs in China
have surged. This decline is putting pressure on wool
textile mills in China.

Clothing Retail Sales in the Major Wool Consuming
Countries

ordering in the next few months
as they prepare for the
Fall/Winter 2017 season starting
in October.

China’s Wool Apparel Exports Slide China +25.1%
USA +3.4% | +0.9% | +1.3% | +1.1% | +4.2% | +1.0% | +5.6% | +0.5%

% change y-0y = 2011 2012 PLNK] 2014 2015 Fall/Winter*

2015 2016

+17.7% | +11.5% | +10.8% | +9.3% | +6.8%

This data is aggregate and isn’t
\ @apan  mUnited States Of America OFU  @Hong Kong 8Ofher Japan +32% | -04% | -0.7% | -05% | -2.3% | -23% | -3.3% | -4.3%

fiber specific, for which there is TP 10.9% | -0.3% | +0.1% | +13% | +2.8% | +1.6% | +18% | +1.5%

no data. Anecdotal reports UK +33% | +15% | +3.1% | +5.2% | +15% | -2.6% | -0.8% | +1.7%

Suggest thatretailsa/es Of Italy -1.1% -2.3% -2.1% -1.3% | +0.8% | +0.3% | +0.4% | +0.1%
France +1.7% | +0.6% | +1.1% | +1.2% | +3.4% | +2.8% | +3.3% | +3.3%

million garments

garments made from fine and
EOIGNGIGCEN +8.6% | +3.2% | +0.8% | +1.6% | +3.5% | +3.9% | +5.8% | +2.9%

superfine wool did better than

did sales of products made from Saurce: Government satistial bureaus,
g \”—; \D \‘9 o Notes: Value of retail sales. China is for retail sales of garments, hats, footwear and knitwear. Japan is for major
department stores. Germany, Italy, France and South Korea is total retail sales.
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Source: China Govermment statistical bureau, CWTA revised data series from 2008

heavier overcoats).
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Wool Production and Supply

Trends, Drivers and Prospects

Australian Sheep Numbers and Wool Production
2000/01 to 2021/22f
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Source: Australian Wool Innovation Production Forecasting Committee, ABS.
Forecasts from 2016/17 to 2021/22 are from ABARES

Wool production is shorn wool; sheep numbers is as at 15 July.

Updated March 2017

Wool Qutlook

Wool and Fiber Prices

Trends, Drivers and Prospects

It is not only Merino wool prices that have increased in the past few months. Prices for other fibers,
including cotton, polyester staple and acrylic have lifted.

After a stellar run, Merino prices dropped
back at the start of April. This was expected
as prices for superfine wool were becoming
a bit hot. The question is whether this pull-
back heralds the start of a downward cycle
or whether it is a temporary, and needed,
correction.

After rising sharply in the first three months of 2017, fine and superfine Merino wool prices fell back in
the first week of April but remain at high levels. Australian 18 micron prices are 40% higher in USS terms
than a year ago. At the same time, Crossbred wool prices have struggled after falling substantially over

As noted in the March edition of the Wool the past 18 months. New Zealand broad Crossbred prices are down by 30% year-on-year.

Journal noted, world economic conditions
are better than previously expected and on
the improve. This could provide the
foundation for prices being maintained at
relatively high levels (as the second chart on
page 3 shows, 18 micron wool prices are at

Meanwhile, cotton prices have been rising over the past nine months. At the end of March, the CotLook
“A” Index was at 86.35 USc/Ib, up 29% on the lows seen in March 2016. Polyester staple and acrylic
fiber prices have also seen a recovery. Polyester staple prices were at 70 USc/Ib in March, up 7% from
the seven year lows in March 2016. Acrylic fiber prices were at 98 USc/Ib, a 21% lift from the 12 year
low seen in March 2016. [The trends in
these competing fiber prices can be
seen in the chart on page 3.]

around the 90t percentile). Wool Price Competitiveness

High for Superfine Wool, Low for Broad Wool

ABARES’ forecasts suggest that Australian USS terms
Ratio

wool prices in USS can be sustained at these

higher levels for the foreseeable future. This changes, superfine wool has seen its .
price ratio compared with cotton and

As a result of these variety of price Synthetics Cotton

Ratio

=18 micron

—— 21 micron

=28 micron

may be a little optimistic. Wool prices follow

a cyclical pattern in response to stocking and
destocking cycles by processors (as do prices
for other commodities). A cyclical downturn
could be expected by around mid-2017. It is
possible that this cyclical downturn has just
started. More likely is that the pull-back is
temporary and prices will stabilise at still
high levels until July.

synthetics skyrocket. Compared with
synthetics, it is at the highest level ever
recorded. Against cotton, 18 micron
wool is at the highest in a decade. The
high ratio for 18 micron wool may
prove to be a constraint on prices. In
contrast, 28 micron’s price ratio has
fallen back (see chart).
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Source: AWEX, Cotton Outlook, PCI Fibres, CIRFS, Woolmark, Poimena Analysis
Data to March 2017
Note: for 28 micron wool, the ratio is against acrylic fiber




key wool statistic

These statistics and charts present a snap-shot of the current situation in the global wool industry. The two charts in this edition show trends in competing

fiber prices and the price distribution and current price level for 18 micron wool.

Wool Exports

mkg Month % ch Year to date % ch. Major destinations Trends for season to date
Australia 30.3 10% 208.7 +5% China, India, Czech Republic, China & Czech Rep up; Italy, India, & Korea
Italy, Korea down
NZ 9.4 -31% 75.6 -19% | china, Italy, UK, India, Germany | India up; Germany, China, UK & Italy down
Uruguay 25 2% 22.0 224% China, Germany, Turkey, Italy, Germany up; China, Turkey, Italy, & Bulgaria
Bulgaria down
Argentina 3.1 -28% 26.8 +20% China, Germany, Czech Rep, China, Germany, Czech Republic & Turkey up;
Italy, Turkey Italy down
South Africa | 5.4 12% 31.3 +4% China, Czech Rep, Italy, India, China & Czech Rep up; Italy, Germany & India
Germany down
USA 0.235 -7% 2.100 +5% China, India, Bulgaria, India Bulgaria, Mexico up; China & India down
Sources: ABS, Beef + Lamb NZ, SUL, FLA, Capewools, USDA
Notes: Raw and semi-processed wool. Australia, New Zealand, Uruguay, Argentina and South Africa are for February and the Southern Hemisphere season from July to

February. The month for USA is February and the year to date is the US wool season October to February 2017.

Wool Prices
USc/lb Month Last year % change Year average Last year % change
clean average
Australia 750 496 +5% 718 490 +47%
Nz 129 179 -28% 123 180 -32%
South Africa | 521 463 +13% 512 452 +13%
UK 96 124 -23% 96 120 -22%

Sources: AWEX, NZ Wool Services International, Capewools, BWMB
Notes: Prices are for March. Australia is the 21 MPG, South Africa is the 21 micron indicator, NZ is 25-32 micron average, UK is
the British Wool Marketing Board Indicator. Year is for the calendar year January to March.

Fiber Prices and Ratios

UScents/lb Month average Last year % change Year average Last year % change
Cotton 86.7 65.6 +32% 84.8 66.9 +27%
Synthetics 84.0 73.2 +15% 81.3 73.0 +12%
Wool: cotton 5.92 6.96 -15% 5.95 6.69 -11%
Wool: synthetics 6.11 6.23 -2% 6.26 6.14 +2%
Sources: AWEX, Poimena Analysis, Cotton Outlook, PCI Fibres
Notes: Prices are for March. Year is the calendar year to March. The wool:cotton and wool:synthetic ratios are based on 21 micron wool.
Competing Fiber Prices On the Up 18 Micron Wool Price in Top 10t Percentile
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Source: AWEX, Reserve Bank of Australia, Poimena Analysis

Source: AWEX, Cotton Outlook, PCl Wood MacKenzie, Poimena Analysis. Based on weekly prices 2004 to 7™ April 2017

Monthly average to March 2017
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Sheepmeat Market

Trends, Drivers and Prospects

World Consumption of Meat Predicted to Lift
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Source: OECD-FAO Agricultural Outlook 2016 database

Lamb Prices >>>

uUsc/lb Month Last year % change Year average | Lastyear % change
average

Australia 216 177 +22% 213 172 +24%

Nz 154 147 +5% 164 146 +13%

UK 219 278 -21% 216 268 -19%

us 335 332 +1% 338 338 0%

Sources: Meat & Livestock Australia, Beef and Lamb NZ, USDA, UK Agriculture and Horticulture Development Board
Notes: Prices are for March. Australia is trade lamb, New Zealand is all export lamb, UK is 12-25kg SQQ lamb, US is 55-65 Ib, choice and prime
lamb. Year is calendar year and year average is year to March.

Lamb Meat Exports >>>

Million Ibs Month | % ch Yearto | %ch. Major destinations Trends for calendar year to date
date
Australia 48.2 +3% 140.4 +2% US, Middle East, China, Hong Kong, China, Middle East, Hong Kong and the UK up;
the UK US down
Nz 86.8 +14% 229.2 +6% China, UK, Middle East, Germany, US | China, Middle East, US up; UK, Germany down

Sources: Australian Bureau of Statistics, Beef + Lamb NZ
Notes: Month data is for March and the calendar year from January to March.



