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Unprecedented: The Australian Wool Market
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Young Men Starting Out in the Wool Industry - circa 1993
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Australian Wool Prices At Unprecedented Levels
ZREFHIAIEEL - Eastern Market Indicator
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Week ending prices to 7t September 2018
Source: AWEX, Reserve Bank of Australia
Note: EMI is on the 2017/18 basis
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Broad Wool Starting to Recover?
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Source:  British Wool Marketing Board, NZ Wool Services
Monthly prices to August 2018

The UK wool price is the British Wool Marketing Board Indicator.
The NZ wool price is for Crossbred wool 35.1 micron & broader
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Unprecedented for Merino wool

REFESEFENEH

Low wool production and stocks
+
[B]25 B2 55718
Synchronised economic growth
+
EH LA T HRIRS
Good conditions in the wool textile industry
+
E L EEPFEEF A EFRB D
Low wool textile industry stocks
+
X RER DIRTE KB

Broad-based lift in raw wool demand

BliE =M FEMBIME S
Record Merino wool prices
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Production and Supply
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Total World Production Stable But Apparel and Merino Wool Production Low
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2018/19 £# =2
: 500
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Near 70 year lows 200 - - Apparel wool
- — —=|nterior textiles wool
iﬂﬂxi%}_ﬁﬁgﬁﬁ'fﬁ 100 - —+—Merino wool
Low stocks of Merino wool
O 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
A= EEFES PRI P PR L PO D000 e &S
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Source: IWTO, Country statistics, Poimena Analysis
Updated Septmber 2018
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Constraints on Wool Production Around the World
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Seasonal conditions
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Available land in a suitable climate

HARMN I EERHERXBABEHREZNTRER

Investment in and relative profitability of competing land uses

- MiERD Cropping
— FEMFHE Forestry
— h4-3R5E Dairy
— BI4FRIE Beef

XNEFSFRANTERBRSMIEKE

Lamb and sheepmeat demand and prices

BEARNERSEFYERNZRE
Technology and productivity
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Rainfall in Australia in Past Six Months - Drought in Many Regions But Not All
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Australian Lamb Prices At Record Level - A$ terms
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Source: MLA, NLRS
Data to 7t September 2018
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Australian Wool Production Falls Back

mkg greasy 2016/17?% - 3475”@%%
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Back to lowest since
Source: Australian Bureau of Statistics, Australian Wool Production Forecasting Committee 1923/24

Based on a season. 2018 = 2017/18
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Lower Production of Merino Wool — Higher Proportion of Fine and Superfine
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Source:  Australian Wool Production Forecasting Committee, Poimena Analysis, AWTA.
Updated August 2018
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Unprecedented for Merino wool

+
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Synchronised economic growth
+

EHTWATHRRES

Good conditions in the wool textile industry

+
£ W HEPFE A mEFRRD

Low wool textile industry stocks

XHLJT??%E’JUMS = SKTE TG0

Broad-based lift in raw wool demand
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World Economic Events and Wool Prices
BN ZREZRHIAIEE (US$) Australian Eastern Market Indicator — US$

US cents/kg
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EMBMEES - LFELER
Merino price supercycle —

REFEF . BIENMAE % . SRR FHE synchronised world economic
FISRASEY - hEHARER Economic recovery, cotton prices to growth
o HREF R records, A$ at high
- | USSR buying, China enters, strong
global economic growth -
HRZFET EEEESE  Hfamait
World economic Stockpile sold, supply
recovery squeeze
RS iEtil
Euro debt
crisis
BREFEE, ENEAOBELN @
ARVR UK B 73 BE R AR 14
- | World economic growth slows, =
collapse of Reserve Price @- W < rE EfrERen
Scheme, Soviet Union collapses Asian Financial Crisis Global Financial Crisis
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Source: AWEX — 2017/18 basis
Data to 7t September 2018
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Synchronised Economic Upturn in 2018 and 2019
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Improvement in forecast July 2018 vs October 2017
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Source: International Monetary Fund, July 2018
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Improved economic growth forecasts in some
key countries:

— ZEEUS, fEEGermany, B&Japan, kEFrance,
hEChina and &EKorea

FERENRFAVEM - BHLE - AU
K55S R RS ORIIEI

Driven by higher investment, trade, helpful
economic and financial policies and improved
confidence

HTHEZREZMNEK - ELHIN SR
Some cracks starting to appear due to trade
tensions

EEEHRBHESEOEIN20E LN E g

Consumer confidence at 20 year highs in US and EU

EZ|20185F6 A LIREFEHNIRREERT

Mixed results for clothing retail sales in 2018 to June
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Wool Textile Industry Production Activity:
Positive Levels Reported for All Sectors
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Source: IWTO Wool Textile Business Survey. Updated April 2018
Weighted results for China, Italy, Japan, Germany, Uruguay, Mongolia,
Argentina, India, United Kingdom and Thailand
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Broad-based Lift in Raw Wool Demand
EE7TAESHEG6A - July to June
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mkg greasy equiv.

Note: From the five major exporting countries (Australia, New Zealand, Argentina, Uruguay and South Africa
Source: Australian Bureau of Statistics, FLA, SUL, Capewools, Beef + Lamb NZ
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Wool Exports from New Zealand and Uruguay Recover - July to June
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Australian Bureau of Statistics, FLA, SUL, Capewools, Beef + Lamb NZ
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Prospects for 2018/19

Photo acknowledgments
WoolProducers Australia, Poimena Analysis, Campaign
for Wool, ioMerino
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Risks to Global Economic Growth

BEESREZ2MNAKLURE AT IE N
Rising trade tensions and new import duties:

- XES5HE =ESMEKX, EE5KHE
— US vs China; US vs Canada; US vs Europe

A == g1 0

Rising interest rates

thEES SRR

Debt and credit risks in China

5o HRER AR )

Exchange rate volatility
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Unprecedented: Meri
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no Wool Price Ratio at Highs
US$ terms
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Source: AWEX, Cotton Outlook, PCI Fibres, CIRFS, Woolmark, Poimena Analysis, Wool Services International NZ
Data to August 2018
Note: For 18 micron, 21 and 28 micron wool it is Australian wool

For Broad Xbred it is New Zealand broad wool and the ratio is against acrylic fibre




2018/194F EE XT HE SR 1S
Check-list for 2018/19

REFESEFZENED
Low wool production and stocks
+

B2 B 42518 K
Synchronised economic growth

+
£ LIWATHRPIRAS
Good conditions in the wool textile industry

+
EH P FEFEF B mEFRRED
Low wool textile industry stocks

+
XS RERY AT KA BN

Broad-based lift in raw wool demand

+
BHEF 4NN SRS LA
High price ratio with other fibres

TS EEHNE

Merino wool prices
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