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Lackluster retail sales as Fall/Winter
begins

Bounce-back for China’s raw wool
purchases in 20177

Lift in Australian wool production in 2017
Fine wool prices jump

US sheepmeat production falls and
imports from Australia rises
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Wool Textile Industry

Conditions
Trends, Drivers and Prospects

China is the major driver of raw wool demand from

the major wool producing and exporting countries,
such as Australia, New Zealand, South Africa and the
South American countries. It is also the major export
destination for US wool. As reported in the previous
edition of the Wool Journal, China’s imports of raw
wool have fallen sharply in 2016 to date. In the first
nine months of 2016 China’s raw wool imports
dropped by 17%. This seems to be in response to the
19% jump in imports in 2015, while exports of all
wool products fell (see chart). This suggests that
stocks built up in China in 2015.

The cut back in imports this year comes at the same
time that exports of wool products have again fallen,
with the exception of exports of wool top. The
question is: will China’s raw wool purchases bounce
back in 2017, much as it did in 2015 and 2013 after
dropping in the previous year?
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Source: China Customs and China Wool Textile.
Wool imports is for raw and semi-processed wool

Retall Demand and Economic Conditions
Trends, Drivers and Prospects

Retail sales in some of the major markets for wool clothing were rather lackluster in October to
start off the crucial Fall/Winter season in the Northern Hemisphere.

As has been pointed out in previous editions of the Wool Journal, the Fall/Winter period
accounts for around 60% of the annual consumption of wool in the major wool consuming
countries. Good retail sales over this period encourage retailers to increase their orders for the
following year, which then flows through to raw wool demand. Disappointingly, the data on
retail sales of clothing for October in the US, Japan, China and the United Kingdom are not all
that encouraging. These four countries account for around 57% of the total world annual
consumption of wool in clothing.

Despite the strongest economic growth for two years in the US in the third quarter and
consumer confidence at nine year highs, clothing retail sales grew at just 1.1% in October,
bringing the growth for the year to date to 1.4%. This is much lower than in October 2015 when
retail sales grew at 3.1% and the year to date growth was 4.8%. In China, which recorded double
digit growth throughout the 2000s and the first half of the 2010s, clothing retail sales grew at
just 6.9% in October (compared with 9.8% in October 2015) taking the year-to-date growth to

7.7%. Clothing retail sales in
Japan contracted by 5.6% in
October and have declined by
5.9% for the year to date. Only the
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It is hoped that retail sales pick up
in the rest of Fall/Winter to
encourage orders by retailers.

Source: Government statistical services. Includes data on retail sales or private expenditure on clothing
Data to October 2016
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Wool Production and Supply

Trends, Drivers and Prospects

Wool Qutlook

What does 2017 have in store for the wool
market? There have been several surprises
on the political front which will affect the
key economies in one way or another. This
will be an important influence on the overall
economic environment, but ultimately for
the wool market it comes back to the
simplest of equations: supply and demand.

With world wool production fluctuating
around a 70-year low, supply will provide
the foundation for wool prices in 2017.

But it is demand that will be the key
influence in 2017. The retail picture seems to
be a little soft, which is not encouraging as it
is likely to mean subdued orders back
through the wool textile pipeline, at least in
the first few months of 2017.

Despite this, raw wool purchases by China
should pick up in 2017 as mills seek to
replenish the stocks run down as a result of
the significant cut-back in raw wool demand
in the past year. This may have already
begun, if the recent lift in Merino wool prices
is any guide, but could flow through to
demand for broader, Crossbred wool as the
year unfolds.

World Wool Production
mkg clean
2015 2016f % change 2017f % change

Australia 276.8 259.8 -6.2% 265.3 +2.2%
China 176.4 176.9 +0.3% 177.0 0.0%
New Zealand 114.9 108.2 -5.8% 107.8 -0.4%
CIS countries 123.3 125.3 +1.6% 126.9 +1.3%
India 313 315 +0.6% 317 +0.5%
Argentina 28.4 26.4 -7.2% 26.4 0.0%
South Africa 30.3 30.3 -0.2% 30.4 +0.6%
Uruguay 20.7 18.9 -8.8% 19.6 +3.8%
UK 20.2 20.3 +0.7% 20.0 -1.4%
Mongolia 17.1 18.5 +8.3% 20.5 +11.1%
USA 7.2 7.3 +1.5% 7.4 +1.9%
Others 310.5 312.2 +0.5% 313.9 +0.5%
Global 1,157.1 1,135.5 -1.9% 1,146.9 +1.0%
Source: IWTO national committee reports, FAO and Poimena Analysis
Note: 2015 = 2014/15 for Australia, NZ, Uruguay, Argentina, South Africa, Brazil
Updated: December 2016

Wool and Fiber Prices

Trends, Drivers and Prospects

After a long period of stability with a rising trend, Merino wool prices rose steeply since October. At the
same time prices for broader wool and for cashmere dropped sharply. Prices for other fibers have been
relatively steady.

The price for Australian superfine Merino wool (18.5 micron and finer) lifted strongly at the end of
November and start of December in response to increased demand from China and competition from
Italian buyers. Some of gains were lost in the second week of December but prices in USS terms are well
above the levels seen in the past two years (see chart). In AS terms, prices for superfine wool hit the
highest level since mid-2011. While prices for medium Merino wool have slipped back a little, they
remain at historically high levels. As a result, the Australian Eastern Market Indicator (EMI) in AS rose to
the highest level since July 2011. In USS terms, the EMI was at the highest since mid-2015.

While Merino wool growers have been
enjoying high prices, Crossbred wool
producers (such as those in New
Zealand) have seen prices drop
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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 the OCED Leading

Indicators versus wool prices and US imports of wool clothing compared with imports of cotton and man-made fibre clothing.

Wool Exports

mkg Month % ch Year to date % ch. Major destinations Trends for season to date
Australia 28.0 +10% 96.5 +6% China, India, Italy, Czech China, Czech Rep up; Italy flat; India, Korea
Republic, Korea down
NZ 9.9 -34% 27.5 -33% China, UK, Italy, India, Germany | All major countries down; China down by 56%
Uruguay 2.0 34% 9.7 359% China, Germ, Turkey, Italy, Germany, Czech Rep & Turkey up; China & Italy
Czech Republic down
Argentina 3.9 +49% 13.0 +30% Germany, China, Czech Rep, Germany, China, Czech Republic & Peru up;
Italy, Peru Italy down
South Africa | 4.6 21% 9.2 21% China, Czech Rep, Italy, India, Italy, Germany, & India up; China & Czech Rep
Germany down
USA 0.490 -35% 5.909 -5% China, India Other destinations up; China & India down
Sources: ABS, Beef + Lamb NZ, SUL, FLA, Capewools, USDA
Notes: Raw and semi-processed wool. Australia, Uruguay, Argentina and South Africa are for October and the Southern Hemisphere season from July to October. NZ is

for September and for July to September. The month for USA is for October and the year to date is the full US wool season October 15 to September 16.

Wool Prices

Usc/lb Month Last year % change Year average Last year % change
clean average

Australia 497 428 +16% 472 436 +8%

Nz 138 188 -26% 171 194 -12%
South Africa | 491 430 +14% 477 441 +6%

UK 103 123 -16% 115 145 -20%

Sources: AWEX, NZ Wool Services International, Capewools, BWMB
Notes: Prices are for November. 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 November.

Fiber Prices and Ratios

UScents/lb Month average Last year % change Year average Last year % change
Cotton 79.1 69.3 +14% 73.8 70.3 +5%
Synthetics 77.4 76.9 +1% 75.6 87.0 -13%
Wool: cotton 6.11 6.18 -3% 6.44 6.20 +4%
Wool: synthetics 6.13 5.57 +10% 6.27 5.02 +25%
Sources: AWEX, Poimena Analysis, Cotton Outlook, PCI Fibres
Notes: Prices are for November. Year is the calendar year to November. The wool:cotton and wool:synthetic ratios are based on 21 micron
wool.
Economic Leading Indicators and Wool Prices US Imports of Apparel - Value
Trends in Key Economic Indicators versus the Australian Eastern Market 12 month moving average - year-on-year change
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Sheepmeat Market

Trends, Drivers and Prospects

US Sheepmeat Production Declines
12 month moving aggregate
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Source: USDA
Notes: Data to October 2016

Imports from Australia Grows
Sheepmeat sources for US consumption
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Source: USDA, MLA. Data for 2016 to October

Lamb Prices >>>

USc/lb Month Last year % change Year average Last year % change
average

Australia 183 165 +11% 189 185 +2%

Nz 188 171 +2% 164 165 -0.2%

UK 216 238 --9% 254 267 -5%

us 341 343 -1% 342 347 -1%

Sources: Meat & Livestock Australia, Beef and Lamb NZ, USDA, UK Agriculture and Horticulture Development Board
Notes: Prices are for November (to October for New Zealand). 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 November (to October for New Zealand).

Lamb Meat Exports >>>

Million Ibs Month | %ch Yearto | % ch. Major destinations Trends for calendar year to date
date
Australia 46.8 9% 431.1 +3% Middle East, US, China, Hong Kong, US, China, Hong Kong and the UK up; Middle
the UK East, down
NZ 26.7 -30% 518.6 -3% China, UK, US, Germany, Netherlands gzx:' Netherlands up; UK, US, Germany

Sources: Australian Bureau of Statistics, Beef + Lamb NZ
Notes: Data is to October and the calendar year from January to October for Australia and to September and the calendar year from January to September for NZ.



