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Textile industry in Africa:
A contemporary perspective
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Key messages

Africa offers several opportunities however challenges must be overcome

O Africa is not a single market

O Africa’s textile industry is driven by FDI

O Preferential market access to EU/US is a key attraction
a ... and large domestic market (ECOWAS: 350 million)
0 Fragmented value chain

O Potential for improving the “enabling environment” and “doing business” to capitalize on the
willingness of global players to invest across African textile value chain

f— -
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Value chain

African textile value chain is highly fragmented

Cotton-Textile-Apparel Value chain

P
c )

Raw materials
(Cotton)

Go

Salient features

West African Franc
zone represents
2/3rd of Cotton pdn

Increasing production

Potential to improve
productivity

Traditional textile
industry

i

Established during
1960-90’s

Decline and
stagnation since Y2K

Integrated mills

Traditional fabrics for
local consumption

Uncompetitive
Potential for revival

Import trade

« Growing peentration
with 90% market share

* Unorganised ,Grey
cross border trade

+ Second hand clothing
* Emerging modern retail

*  Shift towards
readymade garments

v

Apparel export
sector

Driven by preferential
market access to
EU/US

FDI driven
CMT

Growing interest from
international buyers

Global players enter

Potential for vertical
integration
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Value chain

5 cotton producing basins in Africa with 2/3rd of cotton originating in West Africa

Cotton production & Consumption(‘000 MT)
e (2017/18)

1400
1200
1000

800

600 191

400
200 186

150
N.Africa F.Africa S.Africa

455

m Production Consumption

. Top priority countries (11)

Potential other countries (5)

Source : OCDE, ICAC, Club du Sahel
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Value chain

N. Africa cotton production, yield and consumption F. Africa cotton production, yield and consumption
‘000 tons mmm Production === Consumption ==Yield ‘000 tons ™= Production === Consumption == Yield
1400 1025 1326 900
1200 857 800
740 700
1000 = 683 689 600
800 579 620 500
600 400
ﬁ
400 300
200 190 140 157 191 174 186 182 igg
, B M B o®m i B OE .
2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19
S. Africa cotton production, yield and consumption Comments
‘000 tons ™= Production === Yield === Consumption + Cotton production and consumption remained within
1400 900 a narrow band in North Africa, but yield shows an
1200 800 improvement in 2017/18 season
700
1000 600 » F. Africa dominates the cotton production in the
800 / 500 continent, with potential to increase yield
600 525 400
303 398 393 495 : RS :
400 300 « Potential for value addition in downstream industry
204 200
200 100
0 0
2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19

Source: ICAC
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Textile machinery investments @

African ring spinning capacity has faced decline and stagnation during 2010-
2017

World installed ring spinning capacity [mn spindles]: 2017

ce 3,4 1o 39 12
: 1111 .. B BB EHBE .

Western Europe Eastern Europe 110 105
10 11 12 13 14 15 16 17
8

6,5
North America J—I—I—l—I—IJ—L
10 11 12 13 14 15 16 17 10 11 12 13 14 _15 16 17
Turkey China

54

5 \ 46

3.5 10 11 12 13 14 15 16 17
India 219

94 10 11 12 13 14_ 15 16 17
: 7,4 Africa 198

INNENNEN]

10 11 12 13 14 15 16 17
10 11 12 13 14 15 16 17

South America Total Asia & Oceania

(incl. Pakistan, India, China, Vietnam)

Source: ITMF
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Textile machinery investments @

....... with similar trend in rotor spinning capacity

World installed open end spinning capacity

600 169 49y
274
1409 \

(‘000’ rotors)

800 151 407
139 539
277 \

Year 2017
Total: 7'5mn

\

Year 2012
Total: 779mn

4'486

5115

= Africa = North America = South America = Asia & Oceania
= Eastern Europe = Western Europe = Europe Others Source: ITME
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Textile machinery investments

Africa’s shuttle-less weaving and circular knitting capacity has shown some

recovery (1/2)

World installed shuttle-less weaving machines capacity [‘000 numbers]

51
I I I I I I I 11 12 13 14 15 16 17

11 12 13 14 15 16 17 Western Europe

Eastern Europe

40 B

IEEEEENS

11 12 13 14 15 16 17
Turkey

/ 19
14

North America

11 12 13 14 15 16 17
Africa

14 15
South America

63
11 12 13

I 56
16 17

11 12 13 14 15 16 17

35 33 109 110 .

11 12 13 14 15 16 17
Vietnam

884
620

147147

5555666666||

11 12 13 14 15 16 17
India

11 12 13 14 15 16 17

China

1247
] I I I I l
11 12 13 14 15 16 17

Total Asia & Oceania
(incl. Pakistan, India, China, Vietnam)

Source: ITMF
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Textile machinery investments

Africa’s shuttle-less weaving and circular knitting capacity has shown some
recovery (2/2)

World cumulative shipment (<10 year old) of circular knitting machines [‘000 numbers]

7
5 5 4 1,0 1,3 2
4 3 A nlmmEmmnm 1T nill = snnil I
11 12 13 14 15 16 17 11 12 13 14 15 16 17 11 12 13 14 15 16 17
Bt E Vietnam
astern europe
11 12 13 14 15 16 17 Western Europe p
189
1,2 1,8 162
N L e aanEs Bnmwnnll
11 12 13 14 15 16 17

11 12 13 14 15 16 17 Pakistan

23
/ > 11 12 13 14 15 16 17

3 10 1 I I I I China
11 12 13 14 15 16 17

8 7 11 12 13 14 15 16 17 262

I I I I I I Africa India 208

11 12 13 14 15 16 17
South America

11 12 13 14 15 16 17

Total Asia & Oceania
(incl. Pakistan, India, China, Vietnam)

Source: ITMF
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Africa’s T&C Trade

Africa’s global textile & clothing trade at US$35 bn shows a growing deficit

Africa: Textile & Clothing trade deficit: US$ Bn

15

14,8
13,54

10

2010 2016

* All 54 countries in Africa Continent T&C Exports ®T&C Imports
HS Codes: 50 to 63 Source: Comtrade
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Africa’s T&C Trade @

Africa’s textile & clothing export trade witnessed a slowdown in 2016.

Africa* export of textile & clothing [Bn US$]

m Textile m Clothing
10,79

9,69

(o))

9,47

8,75
CAGR Textlle— -2% .
I Clothing=-1% I

2010 2011 2012 2013 2014 2015 2016

* All 54 countries in African Continent
HS Codes: 50 to 63 Source: Comtrade
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Africa’s T&C Trade @

...whereas textile & clothing imports have been growing,especially readymade
garments

Africa* import of textile & clothing [Bn US$]

m Textile m Clothing
15.8 16,5
15,1 ' 15,43
141 14,7 14,63
CAGR Textile= 1%
Clothing= 10%
7,22 6,93
5,2
4 4 4,2
2010 2011 2012 2013 2014 2015 2016
* All 54 countries in African Continent
HS Codes: 50 to 63 Source: Comtrade
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Africa’s T&C Trade

Top 5 countries represent 71% share of textile exports

Major exporters of textile from Africa* [Bn US$]

2012 w2013 m=2014 m2015 m2016

2010

1,6 1.7 L/

\ "—‘\

9% 115%. [ 10% )

S N

0.8 og
07

0.5
0,4 04 ]I

Egypt South Africa

* All 54 countries in African Continent
HS Codes: 50 to 60 & 63

2011

Morocco

.+ Share in 2016%

Vs S ’ S
[ 9% | [ 8% 1
S’ S’
0,5
0.5 04 04

0.5 0,4
0AII I

Burkina Faso

Tunisia

Source: Comtrade
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Africa’s T&C trade

3 North African countries account for 70% of total apparel exports from Africa

Major exporters of clothing from Africa* [Bn US$]

2010 2011 2012 w2013 m=2014 w=2015 w=2016 ..t Share in 2016%

3,2 3,2
3 l
2,7 27
\ /"‘\\ ,""\\
( 34% ( 24% ( 13% [ 8% 1 [ 5% 1
, \\u —,’ \‘— —,’
0,8 0,8 06
Morocco Tunisia Egypt Mauritius Madagascar
* All 54 countries in African Continent
HS Codes: 61 & 62 Source; Comtrade
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Africa’s T&C trade @

Nigeria is the No. 1 importer of textiles(US$ 2.4 bn)mainly for domestic
consumption

Major African* importers of textile from World [Bn US$]

2010 2011 2012 w2013 m=2014 w=2015 m2016 ..t Share in 2016%
2 8 2.7
] 1 215
13 I’—~\\ /’—~\\
( 19% ( 17% ( 16% ( 11% 9% (\ 4% (\ 3%
O 70,7
IIII 0 4050,5
Morocco Egypt Tunisia South Africa Algeria Madagascar
* All 54 countries in African Continent. N+3 = 60% imports of Benin, Togo and Niger are re-exported to Nigeria
HS Code: 50 to 60 & 63 Source: Comtrade
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Africa’s T&C trade

..... Whereas South Africa is the major importer of clothing in Africa

Major African* importers of clothing from World [Bn US$]
2010 2011 2012 w2013 m=2014 m=2015 m=m2016 ..+ Share in 2016%

1,7
1, 6
1,5 _
"—~\ ’ ~\ "—~\\ I/—‘\\ II—‘\\ II—‘\\
23% 1 8% - (6 4%- (6.0%]1 (5.9%]1 [5.6%]1 [ 2% 1
/ \ / \ Y N J 1 J
S S’ S’ S’ S’
A ’0404 0,4
040,37
South Africa Egypt Algeria Ethiopia Tunisia Morocco
* All 54 countries in African Continent. N+3 = 60% imports of Benin, Togo and Niger are re-exported to Nigeria
HS Code: 61 & 62 Source: Comtrade
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Africa’s T&C trade @

Africa’s market share in the US imports has been stagnant around 2.5% with
further potential to grow to leverage preferential market access

USA import of clothing from World and Africa’s* Share [Bn US$]

— i 0
90 == \\orld Africa Share% 3%
2,5%
d 85,2
0 ' 3%
85 2.5% 2,5%
N 80,7
79,8 ' 3%
80 2,5%
7 77,7
76,8
2,4% 2%
75
71,4 L 2%
70
2%
65 2%
60 2%
2010 2011 2012 2013 2014 2015 2016
* All 54 countries in African Continent
HS Codes: 61 & 62 Source: Comtrade
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Africa’s T&C trade @

EU imports of clothing from Africa have been stagnant around 7% with further
potential to grow

EU import of clothing from World and Africa’s* Share [Bn US$]

== \World — Africa's Share
100,0 9,0%
— 97,2 97,4
8,4% 8,0%
95,0 | gL 7,8% :°
, ,8% 7.7% 6.6% 6,8% 7.0%
90,2 6,0%
90,0 89,2 °00
86,9 5,0%
4,0%
85.0 84,7 0
3,0%
80,0 2,0%
1,0%
75,0 0,0%
2010 2011 2012 2013 2014 2015 2016
* All 54 countries in African Continent
HS Codes: 61 & 62 Source:EUROSTAT
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Competitiveness @

African countries have competitive wages however many countries face cost

disadvantage,especially power

Asian African <«
5 _—
Cost [l e B H "= EEJE HII==EKE1])
parameters
China India Vn B'desh IDN Kenya ET Mada Nig EGY UG BF Cl
Wages
Monthly
wages 175 | 275 130 <08 150 75 100 150 125 150 75 125
USD
Electricity
Electricity
tariff (US$ Bk 10 7.5 10 15 35 1200 12 6.5 12 23 12
per KWh)

Finance cost

JEEs 7 10 V3 12 10 10 7% 6 7 11 10
% pa

* Concessional interest rate for textile industry under special programme Source: Gherzi database
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African Textile Industry > 4G

The Pioneers (First generation)
F:,,ﬂ}:i CHATexiiles
i ERVESEE

\ytil

1930-60’s

$% VLISCO

SUN JFLAG
GROUP

'S T hika
IH\:‘.‘\ Cloth Mills
Limited

FRAME KNITTING

M A N U F A C T UR E R 8§

Source: Gherzi database
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African Textile Industry > 4G

Integrated companies (2"¢ generation) Modern companies (3! generation)

1970-90’S ~‘ extru
#+GIZA

reuycltng your world {Frj.f.l Lrn’
SPINNING & WEAVING CO.

&OMPAGNIE M AURICIENNE DE T EXTILE LTEE

Bedi

& Cel

GARMENTS Beyond Hor

Bedi Investments Limited

2aKaNora

TEXTILES PLC

Source: Gherzi database

P .
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African Textile Industry > 4G

A. New Wave Co’s(Apparels)

2000-2018
5 ")‘_f
G} TAL Apparel “@< United Aryan (EPZ) Ltd
"r(q b\

ACVIND Zhela

dol ANANTA

GGGGG

International A;qencies FZE

Source: Gherzi database

e .
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Opportunity

Africa with a per capita textile consumption of 2.6 kg has huge growth potential

Textile fiber consumption per capita (end-use) by developing countries - kg p.a.

kg p.a. 1960 ®=1970 w1980 m®=1990 m=2000 2010 m=m2015

35

—
™

World East Eur/CIS OECD Developing Africa Asia ME &Eur Latin Am
Source: ICAC
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Regulatory environment

6 key regulations govern trade & investment in African countries (1/2)

U Free movement of goods within the common market :
Regional « EAC (6 countries)

market « ECOWAS (15 countries)
* SACU(5 contries)

< SAGU

SOUTHERN AFRICAN CUSTOMS UNION

U A uniform,Common External Tariff applicable to all imports into the common market
U 4 tariff slabs for customs duty

» Essential items(Machinery) 0%

« Raw materials(Fiber) 5%

* Intermediates(Yarn,Griege) 10%

* Finished fabrics & apparels 25%
« Export incentives : Export grant/Duty draw back

:  Fiscal/lnvestment incentives: Tax holiday(5-7 years)/ VAT exemption
e Incentives _ _ _ _ _ _ _

« Sectoral incentives : Concessional funding/Special energy tariff
» Others : Negotiable

P .
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http://www.sacu.int/index.php

Regulatory environment @

6 key regulations govern trade & investment in African countries (2/2)

» Generally,foreign exchange can be freely exchanged via banks

Forex » Dual exchange rate mechanism prevalent in some countries

Controls » A few countries require 100% forex proceeds repatriated against exports to be converted

into local currency within stipulated period

oF ©)[=k=10er |« 100% FDI is allowed in most countries

U 5 regimes to gain duty free market access to developed/developing countries
a) GSP (EBA provision for LDC’s allows duty free access to EU)

b) AGOA (Applicable to eligible sub Saharan African countries) for exports to USA;
Rules of origin allow use of third country fabric)

Preferential

Market
e Access c) QIZ Initiative allows exports of apparels from Egypt & Jordan subject to 35% value
addition in the region

d) EPA (EU & individual sub Saharan African) countries allows duty free access
e) Euromed- EU/Tunisia FTA

- .
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Opportunities & risks @

Opportunities in Africa are apparent however challenges must be understood

Preferential market access to US/EU
Interest of international buyers to diversify sourcing
Large regional/domestic market
Abundant manpower and land
Raw material supply(Cotton) availability
f Incentives

Trend : : .

Upcoming industrial zones

Enabling environment
Cost of doing business
Infrastructure

Logistics

Skills & Productivity
Socio-cultural issues

"-’ GHERZI ITMF Presentation Page 29
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Gherzi in Africa

Gherzi has accumulated a very strong experience in Africa with over 100
successful projects with presence through 2 offices

Morocco

* Gromatex
« COTEF

« BAW
*|COZ SA
» Texnord

« AMITH

e Lamatem

Senegal

+ ONUDI

« CDE/ OPICT
* SOTIBA

Cameroon

* CICAM

* Ministére de
I‘industrie

Sudan

e Sharat

* Ministére de
I'Industrie

* Banque
Mondiale

* SUR

South Africa

* Atraco

* Gulf Denim

* SACU Secretariat
« Standerton Mills

Algeria Kenya
* SONITEX « EADB
* BAW
* DEG
Tunisia Eg%pll’exﬂles
* Textiles en Biais 7
«CETTEX Nigeria
* Ministere de Jr“lndustr& ~ -+ Banque Mondiale
. FlltISS_I\ | 1 * Chanrai Group
| * Bhojsons
s [ N unflag
Ivgry Coast ! » CHA Group
anque Mondiale | * UNIDO
- 1P sﬁAan%’ R WA -ﬁLISCSDH )
jw —j—ﬁ / v#)/ 1N *NNDC
(7 (> BuaGroup,
] )
Burkina Faso o™ [ |,
* Filsah | T~/ éﬁi@‘Gh@na“
» Alok Textiles t— O Akoaombo Textiles
\ r\FBan ue Mondiale
Ethiopia Amﬂlﬁg:idﬁa ‘
« KWA Mg%, f /
* Ministry of Industry ‘ y,
- UNIDO : f o /?7 Zimbabwe
. Raympnd 7 CeBAW
» Kanoria Group T
« Sutlej Group o
Bostwana Madagascar
< CNUCED . :Els:aélque Mondiale
* BEDIA « EDBM

Egypt

* Bank Misr

* Spaltenstein Holding
* Banque Mondiale
* Agico

* BAW

*IFC

* Gulf Denim

* STIA

» Santamora

* SOFI

*IMC

* Shamsi Group

* Nile Holdings

Zambia

* Smith & Nephew
* BMD

e Tolaram

*« UNIDO

Uganda

*IFC

* Ministére de
Iindustrie

* Fine Spinners

Mauritius
*Vossen
* Arvind Mills
« UNIDO

&) GHERZ
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Gherzi in Africa
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Gherzi In Africa
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Gherzi in Africa

Morocco site under construction

Source: Gherzi projects database
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) GHERZI

Consultants to the Industry since 1929

ASANTE
SANA

www.gherzi.com

n.sodhi@gherzi.com



TRADE
PARTNERING MARK
FOR PROSPERITY FAST AFRICSA

IN EAST AFRICA Growing Prosperity Through Trade

ITMF Annual Conference 2018

Eliminating Non
Tarriff Barniers to
Trade

Upgrading customs
management

Presentation by
Frank Matsaert
Chief Executive Officer,
TradeMark East Africa

Harmonising
standards

smallholder incomes

Fadlitating cross
border trade for small

businesses

Upgrading exports to
meet standards


http://www.trademarkea.com/

EAST AFRICA

-

-

RWANDA
BURUNDI ' Indian Ocean
k
Population 150+ Million
GDP $146 billion
GDP Growth 5.3% (Above-average GDP)

Inflation 6.2%

TRADE
MARK

EAST AFRICA

X

Growing Prosperity Through Trade

» Fastest growing economic bloc in
Africa and second in the world. - Your
gateway to Africa

» GDP Growth: 5.3% (Above-average
GDP growth)

» World’s fastest-reforming region

» The largest single market in Africa
with a population of 150+m.

» Diversified economy/business and
investment opportunities in the
textile and apparel Sector

= Growing middle class ( Ready Market)

» Preferential market access to the
U.S, E.U amongst others.

» Harmonized tariffs within the EAC —
Customs Union and Single Customs
Territory

» Improved political environments

www.trademarkea.com



http://www.trademarkea.com/

TRADE
I\/IAR K

AFRICA

EAC PARTNER STATE’S CONTEXT

= Partner States have individually taken
positive steps towards creating an
enabling environment for trade and
investment.

= EAC Countries implemented that
highest number of reforms in Sub-
Saharan Africa in 2017. Kenya (6) &
Rwanda (5).

= Political goodwill high to address the
cost of doing business in EAC Partner
States

® Improving the trade and investment
climate at the National Level is an
essential ingredient for successful
regional integration

www.trademarkea.com
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DOING BUSINESS IN EAST AFRICA - THE OPPORTUNITIES X

TRADE
MARK

EAST AFRICA

Growing Prosperity Through Trade

= Cotton and Textile is a key priority
sector for the EAC Partner States
(Strong political goodwill)

= Cotton production in Uganda, Tanzania
and Kenya is growing rapidly, and
Governments are investing heavily in
cotton farming and reviving the value
chain. Pilot projects on cotton
production using BT technology are
underway in Kenya.

= All EAC States are expanding Export
processing and Special Economic Zones
(Textile cities) — Tanzania, Rwanda and

,,“H ‘l" - Kenya Leading

"l”\ ‘55'3 35‘ 1 i = Ports of Dar and Mombasa being

m ’ Ik "mn :
upgraded to enhance turnaround time
www.trademarkea.com

m nu i 17



http://www.trademarkea.com/

DOING BUSINESS IN EAST AFRICA - THE OPPORTUNITIES

= All Partner States are expanding Energy
production and have tax incentives for
Green Energy production- The focus is to
bring down the cost of Energy

= All Partner States have One Stop Shops
to support Investors

= AGOA status for the EAC States and local
demand driving demand for Textiles and
apparel

= Numerous tax incentives for investors —
Corporate tax relief

= Relatively cheap, skilled and productive
labour


http://www.trademarkea.com/

TRADE
BOTTLENECKS & RISKS OF DOING BUSINESS IN EAST AFRICA >< MAR K

(“WORK IN PROG RESS”): Growing Prosperity Through Trade

= Poor Transport infrastructure and = Harmonization of standards and
intermodal connectivity: regional rail enforcement of regulation around
and road network connectivity relatively standards, transit and counterfeit
poor goods.

= Ports and inter-agency inefficiency " Incentives: sufficient but could be

= Cost and supply of energy, particularly in improved
Uganda and Tanzania. Uganda, = The EAC Customs Union and Common
manufacturers pay $0.10 per kWh, Market not fully implemented

Tanzania 50.14 per kWh, Rwanda $0.12  » Corruption
per kWh and Kenya $0.15 per kWh

= Inefficiency in the local transport and
logistics sector (road transport services).

= Tax administration is “perceived” as
burdensome

www.trademarkea.com
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HOW THESE CHALLENGES ARE BEING ADDRESSED

AFRICA

Growing Prosperity Through Trade

= Poor infrastructure- Mega infrastructure
& energy projects: Mega-Regional roads,
Ports and Power projects ongoing

= Development of Logistics Hubs, EPZs &
SEZs

= Public-Private Sector Dialogue frequent
® Trade Facilitation improvements-

Shortening lead-times, - green channel, SRS S
Port upgrading, digital corridors, RECTs, = TMEA has supported:
IBM, E-Government v’ Single Customs Territory clearance that provides

for customs clearances to be made for Northern

" Port productivity enhancements Corridor countries at Mombasa port

v Regional Electronic Cargo Tracking & Customs
Management System in Uganda-75% reduction
in transit & clearance times

v’ Various initiatives in East Africa to address NTBs,

resulting in reduction in NTBs in the region
www.trademarkea.com
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HOW THESE CHALLENGES ARE BEING ADDRESSED

= Tax incentives- Import and Export duties
in the Cotton and Textile Sector
conducive and annually review to
catalyse growth

= Ongoing policy reforms as evidence in
the improved ranking of EAC Partner
States on Ease of Doing Business, Global
Competitiveness and Logistics
Performance Index reports

= Skills gap- Revival of Technical Institutes
and Youth Training Programmes to
enhance skills and increase availability.

= Corruption: Heads od States addressing
corruption- unprecedented arrests have
been made in the last few months

www.trademarkea.com
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EAST AFRICA

SOME OF THE RESULTS ATTRIBUTABLE TO TMEA WORK X

Growing Prosperity Through Trade

IMPROVED PHYSICAL ACCESS TO MARKETS

Reduced average time taken to transport a

l 16.5% container from Mombasa or Dar es Salaam ports to
a landlocked Country by 16.5% as at June 2017.
Mombasa Rwanda

Reduced average transport costs from Mombasa to
Kampala by 48% from US$4.06/Km in 2010 to
US$2.1/Km in 2017,

CONTAINER TRANSPORT TO A LANDLOCKED COUNTRY

AVERAGE TRANSPORT COST

US$ 337/km Reduced average cost of transporting a container

l US$ 3.00/km from Dar es Salaam Port to Burundi by 11% from
Dar es Salaam Bujumbura US$3.37/km in 2010 to US$3.00/km in 2016.

A‘JE RAGE TRANSPORT COST
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EAST AFRICA

SOME OF THE RESULTS ATTRIBUTABLE TO TMEA WORK X

Growing Prosperity Through Trade

ENHANCED TRADE ENVIRONMENT &
IMPROVED BUSINESS COMPETITIVENESS

OPERATIONALISED ONE 5TOP BORDER POSTS

REDUCE BORDER CROSSING TIME AS AT JUNE 2017

Reduced average time a truck takes to cross the
borders by over 70% leading to annual savings of
USD 62.8 million.

REMOVAL OF KEY NON-TARRIF TRADE BARRIERS m
. Elimination of key trade barriers, building export
g 222

L4

capability and improving competitiveness
contributed to a 42% increase In the total value of
exports from the EAC region to the world from a
2010 baseline of §9.03 billion to $12.4 billion

In Dec 2015.

CONTRIBUTE TO INCREASING INTRA-REGIONAL EXPORTS
DECEMBER 2015

m ‘ .m Increase in intra-regional exports from a 2010
44% baseline of $2.1 billion to $ 3.1 billion

by Dec 2015.
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TMEA PLANS AND OPPORTUNITIES UNDER TRADE LOGISTIC
CLUSTERS

érowing Pr}Jsperlty Through Trade

e Several regions in EAC identified & TMEA plans to catalyse growth in these pilot
regions through partnership with government and private sector.

e Textiles and Apparel, Agro-processing (cotton) — Mombasa, Dar and Rwanda

e We are looking to Partner with potential investors in the Textile and Apparel
Sector to enhance trade and Investments in EAC. Connect with us

www.trademarkea.com
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The Role of Africa
In the Global Supply Chain

Sunny Huang
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B Why Africa?

More and more brands have
sourcing offices or manufacturing
bases in Africa

* Competitive labor cost
- Ethiopia: USD 43/m, Lesotho: USD 102/m, Kenya: USD 170/m

- Bangladesh: USD70/m, Cambodia: USD170/m, Vietnam: USD250/m

=&

\_U_tv‘,

* Free trade agreements ?@

L
& —
e

- AGOA extension to 2025 (18%~30% cost difference) &

W

y
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P New Wide Africa Setting

Lesotho

Ever Unison Garments
Lesotho

(2 factories)

Since 2002

Uganda,

" Democratic || [
Republic  iRlanda .
Of The [Gukundi
Congo ,

|\, Tanzania |

R ‘Zimbabwe

L\ Namibia Y
\ —Botswana ¢

ATrica - 1E50L00
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Ethiopia

—> New Wide Garment
Ethiopia

Since 2015

Kenya
New Wide Garment
Kenya

(5 factories)

Since 2010
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P Challenges For Production Conditions

* Longer lead time
* Long shipping days for fabrics
 Shipping from Asia: 30 days
* No direct ships. High risk of delay =%
 Cumbersome custom process "
e 7-10 days for custom clearance

* Mainly supplying high-volume bulk basics for
US/ Canada buyers
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P Challenges For Production Conditions

* Inadequate infrastructure
* Lagging transport system
* Spotty power/ internet supply
* Lack of water supply

* Concerns of political/ social status

 Lack of local experienced labors
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P Challenges For Production Conditions

 Fast increasing labor cost
* Kenya: 18% increase in 2017
e Lesotho: 37% increase in 2018

* Uncertain global trading/ political relations
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B The Opportunities in Africa

* Huge labor pool
e Sub-Saharan Africa will have the highest growth in working-
age population anywhere over the next 20 years, more than
900 million people

 Strong purchasing power for domestic markets
 Fastest growing middle class in the world. African consumer
spending will hit US1.4 trillion by 2020.

* More trade agreements
* AfCFTA (Africa continent free trade areas)
* SADCFTA(Southern Africa Development Community)

* Massive lands for the sources of raw materials
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P To Move Forward...

Governments

New Wide Big Data center
T- v .

e Regional vertical supply chain integration
* Provide market-oriented educations

* Improve infrastructure

 Diversified free-trade agreements

Manufacturers

* Performance improvements and management training
_ New Wide Vietnam
* Diverse markets automated warehouse

* Automation/ intelligence manufacturing

e S| s lis
- L
o0
@ﬂﬂ * &
NEW WIDE GROUP
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B CSR- Last But Not the Least

CSR White Paper announcement conference

NBERERE] - CSR
el REARPRTS

e | New Wide CSR White Paper,
in Chinese and English, complied with
both GRI G4 and CSR-GATEs standards
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I CSR- Water Resource Management

New Wide Changzhou, China New Wide Kenya

Wastewater recycle system Boiler in place to provide Tanks for harvesting
steam for ironing machines i water

New Wide Lesotho

Recycling water process

ol 1B & Al
e
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D CSR- Employees Management and
Factories Communities
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D CSR- Employees Management and
Factories Communities

We accommodate
diverse cultures and
embrace global
talents.
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D CSR- Employees Management and
Factories Communities

Employees actively
Involved In
charity events
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D CSR- Employees Management and
Factories Communities

We care about
employees’ safety and
security needs
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D CSR- Employees Management and
Factories Communities

Annual rewards for the outstanding employees

Guess their prize??!!
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D CSR- Employees Management and
Factories Communities

Recognize and reward
employees 'efforts
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PAPER BY MR. EDET SUNDAY AKPAN, PERMANENT SECRETARY
AND HEAD OF THE NIGERIAN DELEGATION TO AFRICAN
COTTON & TEXTILE INDUSTRIES FEDERATION SCHEDULED FOR
THE 9TH - 11™ SEPTEMBER, 2018 AT THE VISA OSHWAL
CENTRE, WESTLANDS, NAIROBI, KENYA

PAPER TITLE: PROSPECTS, OPPORTUNITIES AND CHALLENGES OF
INVESTING IN THE COTTON, TEXTILE AND GARMENT
(CTG) INDUSTRY IN NIGERIA

1. | am delighted to lead the Nigerian delegation to the Origin Africa 2018
where two important conferences are taking place in sequence. It is great to note
the contributions of Origin Africa in the development of the cotton, textile and
garment industry in Africa, which has afforded Nigeria the opportunity to
showcase its potentials in the sector. We want to thank Ms. Belinda Edmonds and
her team for the great work of organising this yearly event and for always inviting

Nigeria to participate.

2. It is important for us in Nigeria that we attend conferences like this where
we can showcase the status of the Cotton, Textile and Garment industry in
Nigeria in a bid to woo investors. Therefore, | am excited to inform this gathering
that delegates attending this conference from Nigeria include members of the
Nigerian Textile Manufacturers, fashion designers, garment makers, government
officials and other stakeholders in the sector. The idea is to present to investors
the prospects and opportunities available in investing in the cotton, textile and

garment (CTG) industry in Nigeria.



3. Your Excellencies, Distinguished Ladies and Gentlemen, | want to
present synopsis of the development of the CTG in Nigeria, which started since
1957 with the establishment of the first textile company in Northern Nigeria,
where most of the cotton in the country is grown. By 1980s Nigeria had no less
than 175 thriving textile companies with specialised fabrics being exported to
mostly the West and Central African regions and outside of Africa. Nigerian
designs became the hallmarks of African Prints. At its peak in the late 1980s, the
textile industry, in particular, became the highest employer of labour after

government employing over 700,000 direct workers

4, The textile industry witnessed a decline in the 1990s, which affected the
entire value chain of the CTG. Cotton production dropped to less than 100,000
tons per annum and this equally affected the textile mills operating far less than
optimal installed capacities. Employment also dropped to less than 50,000. This
resulted in massive imports of textile materials to meet the need of our

people.

5. In 2014 the Nigerian of Government in collaboration with all
stakeholders developed a National Cotton, Textile and Garment Policy to
address identified challenges and to attract investments into the industry.
This provided the much needed platform for already existing textile mills to
retool and modernize their facilities. However, the prolonged huge imports

of textile material coupled with high cost of manufacturing due to



inadequate infrastructural facilities, posed renewed challenges to some of

the revitalized textile mills.

6. In this regard, the Government of Nigeria in partnership with the private
sector is reviewing the National Cotton, Textile and Garment Policy to address
all impediments to industrial development in the CTG sector. Furthermore, the
reviewed policy is expected to address cotton seeds sourcing, production as well
as ginning. In same vein, Government has recognised the CTG sector as
strategic industry, which implies that investors in the industry will be

provided with gas at concessionary rate.

7. It is important to emphasise that Nigeria is blessed with vast arable
land for cotton cultivation and production of staples (short, medium and
long) cotton fibres. Therefore, there is an intervention fund set aside for the

growth and development of the industry.

8. In order to ensure continued production along the value chain,
Government has issued an Executive Order, which has tilted Government

procurement towards locally produced textile materials.

9. Ladies and Gentlemen, | want to use this forum to inform you that the
Government of Nigeria has approved and is building six special economic zones
to enhance the prospects of industrial development in Nigeria. Two of the zones

are dedicated to the CTG sector. In this regard, | wish to invite investors to come



to Nigeria and invest in these zones. We are available to provide any assistance
needed by any investor. | must state that Nigeria has very huge and cheat labour

available for use.

8. Your Excellencies, Distinguished Ladies and Gentlemen, | want to once
again thank the organisers for the opportunity to participate in this conference.
We look forward to collaborating with African Cotton and Textile Industries

Federation to plan and host Origin Africa in Nigeria in the very near future.

9. Thank you and enjoy the deliberations.



PVH In East Africa: Past, Present
and the Future

Cen Willlams, Hub Leader.
Africa and Middle East.



Outline

« The Past: who is PVH and what
brought us to East Africa.

* The Present: how far we have come.

* The Future: what’s next and how
can we work together,






Who i1s PVH?

« Established in 1881, we are
one of the world’s largest
clothing companies with a
turnover of $9bn.

* Nearly 1m workers in our
supply chain.

« Source from over 40 countries.

* Globally recognised brands.

 Industry leader on corporate
responsibility.

B(R eee




PEOPLE

DEVELOP & EMPOWER

Our people are our most valuable asset. We aim to protect
the human rights of every worker.

ENVIRONMENT

NURTURE & PRESERVE } > e SUPY
We are committed to reducing our impact on the . : é& -GV e
environment & sustainably managing resources. == . Iy

MAKE POSITIVE IMPACTS

Corporate Responsibility (“CR") is central to how we
conduct business, as we recognize both the opportunity .

and the responsibility for business to take a lead role .’é,‘
in addressing pressing global issues. We believe CR G UMMUNITIES - e,
helps strengthen our organization by managing risk, e : a - A" 2 -

o s sy i 3 p INVEST & ENGAGE 9. @ 1 a8 5& N
maximizing efficiencies and driving value in a rapidly We are engaged in the communities where we work & live Sy ‘t’ - )
changing world. Through our collective efforts, we seek with a focus on women & children. 6 Eainte ﬁ

to create value for both society and our business.






Industry Leadership in Transparency & Accountability:

Our 2015 Materiality Assessment partners:

‘ ’ NYU|STERN

‘ Betterwork Center for Business

FAIR LABOR and Human Rights

ASSOCIATION

0 ZDHC O\Q Sustainable #WEAREPVH

Zero Discharge of Apparel Coalition

Hazardous Chemicals

B(R ee¢e




Why Ethiopia? Why Hawassa?

« Corporate ambition to shift 20% of
global supply to East Africa.

* In 2014 Ethiopia chosen to spearhead
drive into the continent.
» Decision driven by three factors:
« Cost advantages

« Scope to fully integrate the supply
chain.

 Ability to lock in global lessons on
social and environmental issues.

B(R eee
CORPORATE RESPOMEMRILITY




Why Ethiopia: Cost

* Rising cost base in existing supply
locations, e.g. Asia

« Trade deals already in place
(AGOA and Everything But Arms)

* Young and increasingly well
educated workforce.

* Cheapest energy in the world — on
track to be 100% renewable.




Why Ethiopia: Going Vertical

 Ability to go from farm to fashion
In one location:

« Cost savings
« Speed to market

* Reduced carbon footprint
and energy use

« Maximising local value added
and ensuring the long term
sustainability of the sector

B(CR ee¢e




Why Ethiopia 3: Doing it Right

« Learning lessons from
elsewhere, e.g. social and
environmental issues.

« Zero Liquid Discharge (ZLD)
facility to protect environment

« World class social safeguards
for workplaces, park, community

« Working with government to
take best practice country wide

B(R eee







Hawassa: Basic Facts

« 52 factory sheds, 20 investors from
over 15 countries

 Integrated fabric and garment
manufacturing, multiple product
lines (shirts, underwear, suits)

* One Stop Shop (OSS), clinic, fire
station, banks, etc

» Discounted bakery & supermarket
« Zero Liquid Discharge technology
operational from day one

B(CR ee¢e




Employment and Output

e Current employment approx. 17,000 !
« 85% women

« $100m in exports for 2018: doubling
Ethiopia’s garment forex earnings

* In Feb 2018 a consignment of shirts ' 'Y
with 82% Ethiopian content 7

« Best in class technology driving
towards global productivity levels

B(R eee




Social Investments

 Women’s empowerment and health
training (BSR/HER)

« Worker management committees in
partnership with ILO/Better Work

 Tailored skills training for all stafft,
working with universities & TVET

« $1m youth empowerment
partnership with Save the Children

« Worker counselling and support
services

* Independent audits of all factories
B(R eee




Environmental Safeguards

« Set of global commitments on
water, energy & chemical use

 Significant investment in Zero
Liquid Discharge facility
* ‘Protecting Lake Hawassa’ projects:

o Solid waste management and trash traps
o Afforestation and erosion control
o Public awareness creation and education

« Partnerships on plastics and paper
recycling, rainwater harvesting, etc.

B(CR ee¢e







What the Future Holds:

1. Going to 2. Deepening 3. Expanding
Scale the Value Chain Partnerships
1. Grow workforce to S (Y
60,000 — doubling WWE -

number of jobs in
Hawassa city

UN@&HABITAT

FOR A BETTER URBAN FUTURE

2. Exports to reach
$500m (almost as
much as coffee!)

3. Where next?




Thank you!

Cen Williams.
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China’s Textile Supply Chain and Social Responsibility

In a Fast-changi

ng Era
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Sun Ruizhe
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China National Textile & Apparel Council
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Development of China’s Textile Industry
after 40 Years of Reform and Opening-up
=
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CNTAC

Development of China’s Textile Industry FREZEATIVRIERE

HRRRELEOS (+12%7T)
36.8% of the world total

O China’s textile industry is one of the key players in the world
Textiles & apparel exports (billion US dollars)
R &LE36.8%

PEGATIVEHRBATIRIPIEDNSE

HEFYE=E (HE)
73.5% of the world total

Man-made fiber output (10,000 tons)
HRLE73.5%

52812
Spun-yarn & filament output in 2016 (10,000 tons)
2016 B RRE™E (M) Mill fiber consumption (10,000 tons)
66.62%* of the world total FHINTE (F)
5 qLk66.62%* More than 50% of the world total
HREL >50%
Source: Industrial Economics Research Institute of CNTA | fiber year #&piskig : rEHRATUBASFEFHRRE , FEFER

Note: The data with * is the proportion of China’ s yarn production in the world ‘s major countries. i : #*#iERPEL=R S HATEERLLE
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CNTAC

Share of clothing commodities in

. y .
O China’s textile industry is an important pillar industry and livelihood industry in China
RESATIRPENSESESZE~ LR EI
' i Share in total investment of i
total social investment China’s total retail sales
BESTLLUESIREKE FRE EREEE. HHARSERLRLEERTETDLLE
m\m RS 0.06% ¥ >2000
Share in China’s total exports Employment of textile industry
(10,000)
21 )lkﬁ!lk)u:l(ﬁ)
. 2017VS 1978

Development of China’s Textile Industry FAEZETIVEIE R

of all industries
CNY 6893.57 b||||0n
68935.65{Z7T

FELUSWANSTILLE

Share in total main business income

0%

Export value
Rising 127.4 times

5.9%
Y OE127 462

HOSSHPEEOSLE
2017
Main business income FEWSHIA
Share in all industries FEWSWA ST LLE
US$ 274.51 billion :
2745.1{Z%5T

— 2017
Share in total profits of all industries
MASE S TIRELE
ECNY 47.32 billion 1978
473.2175C Gross value of industrial output Tl&F=E
11.2% Share in all industries Tl&F=E STtk E . inall'i
US$ 2.15 billion Export valuetuiﬁ] Export value HO#R
Share in China’s total export value HO&i s £EHARSE 12.13%
S Net earnings in hard currency:&gliC Us$ 24%;39%"%)7—2
Source: NBS, Industrial Economics Research Institute of CNTA, ﬁ#Jr;E,E: ERGHE | FEGA TSR

22 1% Share in China’s total export value OGS £ E OB ERLLE

US$ 1.03 billion

| 21.547FET
10,3725 Net earnings in hard currency &61;C
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Development of China’s Textile Industry FRIEZGER TIHIERE

CNTAC
O Thanks to market competition, textile industry has realized more efficient resource allocation
and gained stronger vitality hiaftES: , TWVEEESHERRESEINAZREED

v In 2017, the exports of Chinese private textile enterprises amounted to US$ 185.95 billion, accounting for
67.7% of the textile industry’s total

20175 , PESLITIRERIHOSE1859.47255T , T A/SEIELEIX67.7%

v' By 2017, the number of major textile industrial clusters in China had reached 209, and they are distributed
in 21 provinces/autonomous regions cross the country

BHE20175F |, FEFEBHEFIERFEIA209R , DHhEZERINMNEX

* In 2016, private enterprises are main players on textile market Growth of Online Retail Sales of Clothing
2016%F , RERIWAHPESHATIHIHEFRYEKERS Commodities, Q1.2015 — Q2.2018
REIM_ L FE X mMEHETIRKER
13614 40% -
98.65% of the textile sector
EYIEEEE98.65% 35% |-
8922 30%
98.21% of the garment sector
iRV ErEE98.21% 2504
96.70% of the 20%
chemical fiber sector
1260 SHERIELEE96.70% 15%
186 1
63 m “ 10%
Textile sectorZZRl Garment sectorfgZE)Nll  Chemical fiber sectorftZF il 50
® Private industrial enterprisesfAE Tl

0%
® State-owned & state-holding industrial enterpriseEGi=g Tl 2015Q1 2015Q3 2016Q1 2016Q3 2017Q1 2017Q3 2018Q1

Source: Industrial Economics Research Institute of CNTA  ZEISEIR : PELHRATIEBRSEFEZFHTR



Development of China’s Textile Industry

REHARTIRIAZRE
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CNTAC

O Thanks to opening-up, textile industry can take full advantage of domestic and

international markets and resources Y9N ¥R . R FIBERERAN BIGHATER

* In 2017, China’s exports of textiles & apparel totaled US$ 274.51 billion, accounting for 12.13% of China’s total exports
20175 , PESHEREREHOE12745.05(23E5T , GFEXIIMEOSERELE 12.13%

* In 2017, the outbound investment of China’s textile industry amounted to US$ 1.18 billion, accounting for 7.61% of the

20175 , FEGLFIIIINGE DEN11.8(237T , HFREBIEISIIIMIRELENT.61%

« By the end of 2017, there were 322 chemical fiber, textile, apparel as well as hat & shoe-making enterprises listed on

global major stock markets

BE20175 K , AEREBIEFHH EHRIPENRL. IR, REREIEREIIE32252

China’s exports of textiles and apparel,1978-2017 (Billion US dollars)
1978-201745 , PEPRmIRELOER ( +125557T)

! total outbound investment of China’s manufacturing industries

2.43 53.04 212.00 271.02
1990 2005 2015 2017
1978 2000 2010 2016
125 117.54 283.85 274.51
Outbound investment of China’s textile industry
R T SNE A 2013 2014 2015 2016 2017
Textile sector (100 million US dollars) g#Rr=lk (122&5%) 5.18 9.5 14.05 26.6 11.8
Share in manufacturing industries (%) g5&F=WEHEWFSHE (% ) 7.26 9.76 7.03 8.97 7.61

Source:

Industrial Economics Research Institute of CNTA  &ERE : FESRTIERESFEZFHTER



Development of China’s Textile Industry FREZEATIVRIERE

O Thanks to innovation-driven development, textile industry has achieved remarkable results in
technological innovation and transformation of sci-tech achievements
g
spindles (workers/10,000

BIFTARR | R BIFT SRR ES

Invention patent filings of China’s textile industry, 2008-2015/
2008-2015FHEFHLITIWRBBERRBRER (14)
&
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12000
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i

CNTAC

v' Labor per 10,000 cotton

250, in 2000
60, in 2015

v Labor productivity of producin
32s pure cotton yarn(tons/person-

~

spindles ) BB ERAIABANGER

J

year)&Er=aitg3 2t S Eh R (A
Labor productivity of
textile industry
( ten thousand/labor )

)

5.6, in 2000

~

27 ,in 2015

(]
28
L]
L]

AT SSEEFER (BTN )
792,200,in 2016
v High-performance fibers Sttaeess

17,800, in 1978

The most versatile fiber producer
in the world a4~ RFHLERE—

» Accounting for 1/3 of the world
production for carbon fiber, aramid
fiber and UHMWPE meF4E. S4MES

DFERIFE=ARMFESERN=02—

J

Commercialization

i v" Share of shuttleless looms
in cotton textile sector #845%ts
, , , , , , , LNt
« About 7.69% in 2000
* 68.64% in 2015

1

20082009201020112012201320142015
Source: China Statistical Yeaé;%:;l%;g Sa]el%;igg%xgéozlggg k
Basic research Applied research COeT(p;eri}']n?QrS];VG Industrialization
ETHR RIFSTAR e PRk, N2
Science and technology constitute the primary productive force
HERARS %™
New fiber material ] ( High-tech textiles ) ~ High-end equipment | C |ntef"igtenF ) ( mani;:c?trlljring
RO 2y manufacturing
ERAGERmR S ERBEtRE Vs gz o)

( HETIR

:



Development of China’s Textile Industry FRIEZGER TIHIERE

i

CNTAC
O Thanks to systematic development, textile industry has established a more perfect

industrial ecosystem and more competitive industrial scale

EMERE | FHRELHRTIHNFVESERENTS | IR EERE

Main business income in 2017, Unit : CNY billion
2017EEEENVSEIIN | B8 - HZT

[ Textile machinery sector gsmiimizik (114.93) ]
( N\
Apparel sector
[ Chemical fiber sector ‘] . L BRERATAL (2190.39) )
R EFHEATIL (790.58 > - y
~ ( : M Iddle Home-textiles sector

FABARITI (262.60{2)

Hrjg

\(
J\.

Technical textiles sector
A RgRmITIk (289.75(2)

Natural fiber sector
RIRAFATI

Va

Cotton, wool, bast fiber and silk sectors
1245/ B4/ e/ 244834TIk (2105.44,198.72,47.72,120.36)

Upper stream
=

Downstream

iy

A

\
Printing & dyeing sector
| EN1TAk (357.18)
Filament weaving sector
RERISTTIL (108.62)
Knitting sector

A

A

\
>

L ATk (911.19) )
Testing & certification Industrial design
Information servicefs Financial service service R&D system Incubation system service
=1 E SRARSS 1SMINIERRSS {21727 33 LR TukigithRss
1978 2000 2001 2005 2010 2015 2016 2017
China’s Mill Fiber Consumption
(excluding fiberglass, ten thousand tons) 276 1360 1500 2690 4130 5300 5420 5430
HEFENTE (FSWBETSE, FIE)

% of the global 0 0 0 0 0 0 0

s e <10%  23.70% 25.64% 37.53 49.96% 53.01% 53.47% >50%

Source: Industrial Economics Research Institute of CNTA, China Textile Machinery Association  #®kER : hEHSATIBSLFEZFHRR , PEHENMDES
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Textile Industry is in a Fast- changlng Era
HERATIVIER E—MRIEIZALRIBI

Fast-changing trade pattern: new economies are emerging, trade relations
become more complicated
2EBENREZN : FEFBPER , BREXEHNSESR
Fast-changing consumer needs: lack of patience and brief attention
constitute a consumption trend
iH B m RATREZAE : ROTHOSIEE XTI —EZEE%

Fast-changing industrial ecosystem: cross-boundary, cross-disciplinary

and cross-regional cooperation has become the norm
N SERRAES

AV ESHIRIEZ( - R, Balm. 5



Fast-changing Trade Pattern 28 Z{ZRRIRIEIEL =

EI Structural changes have taken place in the global value-added chain: The centers of production capacity and
| consumer markets are transferring to emerging economies

EWMMERARESIMERN | e NiIEENRE DI R ERER i

| O Trade relations become more complicated: Trade frictions are increasingly frequent, trade complexity further
intensified and trade disputes become more strategic |

| BREXRENSZ  RSERTENE. RSSMEEAINR. RESHERRKSE

Top Ten Textiles and Apparel Exporters in the World (2017) £ER45RGRFREHOHEERIHIMNERMKX (2017)

Textiles #Rg Apparel mz
Export . Export Share in global
Exporter (billion = dollars) ~ Snarein global total (%) E;;zgzer (billion i dollars) total (g%)
HHOE (+H2555T) HO&R (+12355T ) 2BREEL (%)
China +E 110 37.1 | China +E 158 349 |
EU xR 69 234 1 EU e 130 28.6 1
India EnE 17 58 1 Bangladesh & 29 6.5 71
USA =E 14 46 — Vietnam #irg 27 59 1
Turkey £EH 11 39 1 India EngE 18 41 1
ROK && 10 33 | Turkey +EX 15 33 |
Taiwan,China FE&Z 9 3.1 — Hong Kong,China #EZ# 14
Pakistan B8 8 2.7 | Indonesia Efe 8 1.8 1t
Hong Kong,China +E&:# 8 Cambodia stz 7 16 1t
Vietnam g 7 25 7 USA =E 6 12 |
€ In 2018, over half of the global apparel and footwear sales will take place outside Europe and North America sourees WO
F20184F , 15HEEEIE —ERIRFEERHEIZRBARUMNFNICELIIMB X
Global Sales Forecast for Apparel and Footwear, 2011-2025 2011-20252 BRIRZEFNEESEIHETTN = Western marketfG/5 1%

Other marketsEftirhiz

40% 55%
0,
50% - 50%

Source: McKinsey




Fast-changing Consumer Needs jHZEERAITIETH

i

CNTAC
O Lack of patience and brief attention constitute a consumption trend, quick changes and
uncertainties have become core features of current market.
RO STEE R EE R —MEZEESE | RERUSARER SRz OFLE
Social media e Quicklogistics ! Gommunity nas brought up more independent, more powerful
broadcasting system :

and fast-growing consumer groups
HEHEHSERAEEEREN. EANE. ERAK

» Fragmented emotions can be accumulated rapidly via Internet
and turned into commercial value. Content platforms such as
Douyin are becoming new traffic inlet

A RGNS Qij HIERITRR SR

Fast-changing
consumer needs

L BH BT UB A BT AL E, HESNETATERN
Multi-cultural REFAO
Abundant &3 [l exchange » Niche products can directly meet individual need. Products
product supply  "Smmm——? EZNL & with good sense of design and tailor-made products have

LA v g VAN
FAARIFE RS become consumers’ favorates

MEFREES MEBKERE. BIRTBER. BRI mITaRiEEwT

e

O Enterprises that can quickly meet consumer needs are gaining competitive advantages

B E AR RIS IERE S SR | = = S S e m e m - - - o - =
A study of McKinsey shows, fast fashion brands including Forever 21,

. ) | 1 H&M, Inditex and Primark saw their revenues rising 8.2% in 2017 overall,
Average time to shelf (in weeks) i3 E5RA1R (F&) I but overall apparel retail grew only about 3.5% in that same period.

| EEEIRERER, 201748 , Forever 21, H&M, Inditex, and Primark s\ & fR A

:_Ll&zﬁ%ﬁ:i%te&2%ﬁﬁ§/n\ﬂﬁ%%$%lﬁﬁﬂi&%ﬁ3.5%o !

14 12 —I ASOS’s sales grew 23.3% in 2017 20174EASOSHISEEEERILK23.3%
12
10 —I Zara’s sales grew 9% in 2017 20175 Zaraf0 s EERIEK9%

8 6 5 Boohoo’s sales rose 107% in 2017

6 2017£EBoohoolJE EEERIE 107%

4 2

2 1

’ — —

Traditional ASOS Zara Boohoo Missqguided



Fast-changing Industrial Ecosystem FEIVEEZSAYIRIETL

Technological innovation
BEACUR

ul

CNTAC
Product innovation

Mode innovation
P BUFR =L eUFR

Capital Textile industr Information
g5 T Ak =]

More diverse competitors

Different technologies integrate More diversified service scenarios = =
together, new products and new BEiFEENES SRFEAEMETT

applications are emerging
Bigger market RARZZEL , #irem. ST AR E

BRI

« Amazon: launched over
60 independent brands
in 2017, most are

clothing brands 2017,
HEHE0SNE B M , TEEHE
PREEZ T

» Stitch Fix: Based on Al
technology and part-
time stylist, select
pieces of clothing for
subscribers and deliver

______________________

* Wearable smart products
IR R
* Medical textiles

+ Global online sales
reached US$ 2.30

trillion, up 24.8% year- ER%ERR _ * Myntra: launched
on-year; and 60% of the * Aerospace textiles them to their doors several independent
online sales made on R RSRR periodically f&iTAFnFRERIE

HRX , Moda Rapido, All

About You #HTHRX,
Moda Rapido, All About YouZEhR
IS e

|
|
|
|
|
|
|
|
|
l
mobile 201752 IRMETERS :
PENAR2.305125E5T , RHIEK |
|

|

|

|

|

|

|

|

|

|

|

1

=)

24.8% ; Heb , BEIMEETER S

* Le Tote: Using technical
Erix60%

intelligence, recommend
clothing and accessories
for different scenarios #|

A E BRI RAR

' clothing brands including |
B l |

1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
! l
1
| RUTRITRMFRERE  RE |
1
1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1

e o o o = - - - - - - - - - —— -
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New Countermeasures of China’s Textile Supply Chain

FREZGRERHERIFR RIS




Supply Chain Flexibility {#RHESEE

<
s ) 4
o P Hierachy mode _ Internet mode
N g RIRT Production Organization Platform z:le;rl)?;e PRLEIRL
tl o | Company +resources flexibility flexibility flexibility chain Platform +resources
¥ E NEER R A S2-E 41 St Fa+&IR
<.
Industrial Internet
TFEEXR
Design Manufacturing Testing Marketing
it & 1:@6@ =]
_|
3
¥ 3 = CTIC Quanzhou Haitian Company’s Sunshine Group’s Alibaba’s FashionAl
%‘E S © - FESHRERFL network collaborative Al image recognition concept store
g o o Alvisual rgcggmyncl)an\pjlitform __manufacturing technology BIIER“FashionAl HESE"
S5 ATERERREREFE SR EURERE RS PR
D AT EREEGHHRRA

i

(%)
=

]
»
O

Information technology have penetrated into every stage of the textile supply chain including design, R&D,
production, marketing and service. They have brought profound changes to the organizational mode, production

mode and management mode of the textile industry and significantly improved the ability of textile supply chain to

respond to the changing needs of consumers.

[ERERACESEIGT, R, £/, BiF. RSFHAHMENSNND , RANETTUHBARIEN. £~i80. S

HE , NS T R SR S

IR IE(CROIMRIEES] .

~

)

Al
Color @
Trend B

B B[

fashion dreamwinrks




Green Development EF&BERE %

€ The practice of enterprises shows : the implementation of social responsibility can create
added value EEHERR : BITHERTISHERABME

€ Green and environmental protection are being constantly incorporated into each stage of textile supply chain and

profound adjustment is taking place in the development pattern of supply chain
FESKREEAMANGRHNESTT , HEERRIEREELERYFE

€ Enterprises that implement green development strategy are gaining competitive advantages
hRSEAERHEWVIERGRERNE

'« For example, Hangmin Stock Co., Ltd., a flagship enterprise in the printing and dyeing sector, takes the lead in !
. implementing green development strategy. In the first half of 2018, the company realized main business income of !
. more than CNY 1.65 billion, up 22.44% year-on-year !
i PAEDZetE Sk AV AREEBRIR A6 | IRBITTREFBRRE , 20185FH1 , EAVENREISEIRIIA16.54(Z7T , FILLIB1R22.44% i
'« The “Opinions on Accelerating the Development of Renewable Resources Industry” jointly released by the Ministry of
' Industry and Information Technology, the Ministry of Commerce and the Ministry of Science and Technology i

proposes that the comprehensive use of waste textiles will reach 9 million tons by the year of 2020
T{S8B. F553EB. RHRERRM (XFMREHBEFE=IZRHIESER) BH | $12020£F , EIRSARESFIRAEEIXF 0007

Reduced Wastewater Discharge, COD and TAN Emissions of Textile Industry, 2006-2015
2006-20155F , HRAEKEEE. KEFEFERIRHRSERE

40
30 e ’ —— — o o
2 — . P — —— —C= o= o “‘. — —s
10
0
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
=@=Total wastewater discharge (100 million tons)E/KHEE ({21 ) =®=Total COD emissions (10,000 tons){tFEEEHMEE ( HIE )

Total Ammonia Nitrogen (TAN) emissions (10,000 tons)SSHEE ( 71E )
Source: China Environmental Statistical Yearbook &#ISEE : hERNESITHER



Channel Integration ZRiES

o

In order to quickly capture the changes on market and satisfy consumer needs, the integration of
online and offline channels, different platforms and different models is accelerating.

AERHREDIHEN  BEHERK S E5XTRE. FARA¥E. FEIENZEIEMERHRS.

« Hongdou’s “unbounded retail” stores: using technology to provide consumers with offline recommendations of apparel
collection and consumers can try on the apparel virtually IEXRBENE : FIBFEARDBARRHEE TREERIESHEREBER

* HLN enters Meituan online food ordering platform i@z R\ IFERIME

« Taobao’s global buyers can be found in more than 70 countries and regions cross the five continents; Alibaba’s Aliexpress is

spread over 230 countries and regions all over the world
AESHEEFEGAXH , BEEE70NMERMIBE ; MELIKERESESSIK230MNER

Since 2015, the average monthly sales of apparel franchise
stores in China have been increasing significantly
20155FLIE , PERREXZEEIEEIRFA

Growth Rate of Average Monthly Sales of

Chinese Apparel Franchise Stores
PEIREE SEEERUEIR

Some competent enterprises are improving their offline
channels, as a result, the efficiency of supply chain has
been substantially improved

—ERREIREETRE , HEEIERERA

2% 1,20% 1,10%
1% 0,80%
0,50% .
1% 0,30%
O% 1 1 1 1 ]
2013 2014 2015 2016 2017
Share of e Sales per
Area per  monthly sales square meter
2017 franchise stores store (CNY (qCNY /m2)
in total sales BEEF  10,000/store) FERY
CZELEHESMA (m?) [&38 ( F7T/m?)
(BTT)
China
0
thE 25.9% 141.4 109.3 0.8

~ SenmaGroup  HIN
17k _
S T -
Number of stores Balabalasfues
IES (R) Number of stores Numbgr offtores
9,650, in 2017: &S (R) Dra‘%ﬂ; (X)
9467 iN2016. 4,795 , in 2017: 4,503, in 2017:
Y ' 4,578, in 2016. 4,237, in 2016.

Source: Euromonitor  #gE&E : Euromonitor
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China’s Opportunities in a Fast-changing Era

RIEZALRIC TFRIREE




China’s Opportunities in a Fast-changing Era =
RIEZ(CHH T RIRETE cﬁﬁ%ﬁ .

€ The Opening-up Development Pattern FIAIZEREE

With a more positive attitude, Chinais building an open-oriented economy, and both the coverage
and depth of “bringing in” and “going global” are expanding.
| REEAELEMFRIRAIESSEEF KRBT, "SIEk" f1 "EHE" B BEMREERET K.

There are 16 FTAs signed between China and other countries, 11 bilateral and 2 multi-lateral FTAs are under negotiation;

China has set up 11 pilot free trade zones, 2 free trade ports (including Hong Kong); and there are 219 China’s State-level

PESHFHEERCSEITHRHBSEXEL6A , EERANNBEZER114. ZBASEK21 ; FEEHASESHIEXIE114) , BRSESE, (2FE)
PEERRFEFRATFRE2191 , PEB (B ) REFRSIEX191.

. Economic and Technological Development Zones and 19 China’s Border (Cross-border) Economic Cooperation Zones.

Recent policies on deepening opening-up in China
VT ERRERRAT MR EZEBER

State Council’s “Approval of Setting up Cross-border E-commerce Comprehensive Pilot Zone in 22 Cities Incl. Beijing”
XFRBEILREE 22 MEHIR IR FRS Gt S RIS

2018/8/7

2018/6/23 Opinion Concerning the Establishment of the Belt And Road International Commercial
Dispute Resolution Mechanism and Institutions (%Fisz “—#—" EFFESESRERNEIMNENER)

2018/3/5 Circular: “Measures for Improving the Convenience of Cross-border Trade ( Trial ) *
XTFENE (IRAEIERIEFCKEREE (i) ) B0EH

2018/2/28 The “single-window and single-form” system for the business record and registration of foreign-funded enterprises
XFEFIERECIBSERSTEEIC 080, f—RE" SEEXTEREN

2017/9/20 “Ac_’gon Plan‘for Protgcting the Intellectual Property Rights of Foreign-funded Enterprises”
(SrrstR BRI NRF AT )




China’s Opportunities in a Fast-changing Era

RIEZ(LRI TRIPEIS CNTAC
& Great market potential BEXRIThin=IE

The rising consumption capacity and increasingly diversified consumer needs will greatly extend the
market space. RERRFHRUHELEDTESBRMHESRISRAIT B,

ul

» The middle-income group is emerging quickly in China, forming a growing force on consumer market
FREFRFIIABHFIERIEIEE , RETIXHEZENE

. * The sustained progress of coordinated regional development has accelerated the consumption upgrading
' of the third- and fourth-tier cities RiEREREE , BH=IEHRRIATHE |
« With the advancement of new urbanization and targeted poverty alleviation, the urban-rural income gap is

getting narrowed and rural consumption sees robust growth
FREURBLIE SRR IVB RN | MBS IIANER , RITEFIBKBLE

« Urban-rural gap of clothing consumption is getting narrowed, and rural market has great potential
2 RERHERFENE , mimEHEX

2000 6
o— s

1500

- I I I I
s In En H0 HR BN

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

SN

w

N

-

I Per capita expenditure on clothing of urban residents (CNY)JREE R AKRFHTEXH (T)
s Per capita expenditure on clothing of rural residents (CNY) K+ B R A KB HTEIH (58)
==0==Urban-rural gap of per capita expenditure on clothing (times)ifZ ER A KB HTEETE (530

Source: National Bureau of Statistics @&EbrE : FEERFITD



China’s Opportunities in a Fast-changing Era

RiIEZCHHL TRIRENIS

& Complete industrial system and supporting systems Se=EHR~WEE

mm\b

CNTAC

* A complete supply chain: China has established a complete and independent textile chain with a complete range
of production SEEERIF=IVEE : PEIGRATIVERRKIIHEFTR. MK
* Logistics infrastructure: In World Bank’s Global Rankings 2018 of Logistics Performance Index , China ranked the

26t place. China has advantages in the time efficiency of logistics service and the quality of logistics infrastructure
PR EitizhE - tHRIRITERE201MRGMIEHETR . REMUFISE26(L. B , ¥iRIRSHEA ENREMRERER L O N

* |T infrastructure: China’s Internet penetration rate reached 55.8% in 2017, and it reached 35.4% in rural area
(AR : 201 7FEPEBERME R EEIXS5.8%, HARFIREERRERZEIXE]35.4%

Construction of Logistics Infrastructure in China, 2013-2017

14
12
1

~ O o0 O

N

2013-2017FFhEWDREMIR EEIR B

e

I
40
20
0

2013 2014 2015 2016 2017
mmmmm China’s railway business mileage (10,000 km)-hEEEEWERR ( FAER)

=== China’s total mileage of highway (million km)FENKEERE (BALE)
==@==China’s railway network density (km/10,000 square km)FEKIZIZMEZE ( AR/ HFFEHAR )

China’s highway density (km/million square km)FRENEZE ( AERBEAHLE )

Source: Ministry of Transport #iEskig : EEEEEs
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China’s Internet Penetration Rate, 2013-2017
2013-2017FHEFEXME SRR

100

80

2010 2011 2012 2013 2014 2015 2016 2017

=== Number of netizens in China (million headcounts) FEMERZ (BH A)
==0==China’s Internet penetration rate (%)% E & Ix M & & (%)
«=0==Share of mobile netizens in all netizens (%) FHLM R & BARME LB (%)

Source: China Internet Network Information Center #iEsiE : PEEBERGEEFL
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Follow the New Vision of Development, Promote
Responsible Development of China’s Textile Supply Chain
M HESR (TR R

JEiH AR E LR
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New Position and New Concepts of China’s Textile Industry

FRESEATIEER. FHIES CNTAC

i

An innovation-driven sci-tech industry A culture-led fashion industry A responsibility-oriented green industry
SRR ENRYFHE = Ak 65| TRYRiE A=k SESHEFE~
Open development FH&R Balanced development F#gm®
Pay equal attention to “bringing in” and “going Rebalance the structure of supply and

demand, regional development and

industry revenue.
(BHMEENE, XIWER. FIEBEFE,

global”, shift the foreign trade pattern to “quality
imports and quality outputs”, so as to form a
new pattern of opening up to the outside world.
“Slitk” 5 "EHE" iR , HHIE | B2
FEERER.

High-quality
development
BRELRE

Sufficient development SRR
Increase the degree and efficiency of
development,promote innovative
applications and strengthen
environment construction to the full.
REAREESYE , EeIFMA. WEE
LTS R

Multi-dimensional development Z$#RE
Extend the boundary of textile industry,
promote industry-finance integration,
industrialization-information technology
integration, civil-military integration and

technology-art integration.

IRETILR | EREREIE. BREe. ERAA. Safe development Z2ER
ZZRa. Focus on the ability of developing core innovative technologies,

ensure the safety of resources, quality and trade of textile industry.
REXEZOBACIFEED, RETIER. RENBESZRTL.



Promote Responsible Development of China’s Textile Supply Chain %

P EGRHRMEES(ERRE

O Science and technology is the core EHREZL

Based on the supply chain, improve the industry’s independent innovation ability and develop crucial technology.

BTN SE | BT B ECIFEES |, IR ORERA.

Strengthen the basic research of textile
science and technology IBEg%REFEEHAT

Speed up the R&D of key generic textile
technologies hR{FULEAREIEHZRAR

+ Key production and equipment technology
EFESREXBER
+ Green manufacturing technology Z&slisiA

* Manufacturing technology for high-performance
technical textiles stk AARARMIEAR

Intensify the integration of modern information

technology and textile technology
RUIMERRASHAZAHENS

» Carry out the research on Internet-based manufacturing
mode centered around textile chain collaboration, the
research on the application of modern information
technology such as Internet of things, artificial intelligence

and big data in the textile industry
FRLAF B RIZORIRSEHIEIERAT | AFKYER. AT, X
YRS RBRATESRTIRYRIRRRIFR

(» }

Research of key basic materials, advanced basic
processes, etc XigEftitl. KHEMITSERR
Theoretical research of cross-discipline intelligent, green

and functional cutting-edge technologies
Btk g6k, MEEERAE , #ITFRERMESIERAEICHT

Improve innovation system seEgIgfidE

|

Speed up the construction of main players of independent
innovation and public service systems including state-
level engineering research center and enterprises’ in-

house technical center

IMREREZTIRHAFTROC, BARAPOFITHEBUR 2HRSIFRER
Integrate various resources, promote the construction of
knowledge innovation alliance, technological innovation

alliance and product innovation alliance
BAZHER , HiNRCIREREE. BACIREREEM =R EUREREER



Promote Responsible Development of China’s Textile Supply Chain %
HEHPESGRENERERRE CNTAC

O Green throughout the supply chain G@BEKEE

_________________________________________________________________________________________________________________

. » Upgrade green design. Develop green technology and green products, set up green design pilot
enterprises and green design platforms {#BHF@igit. FEERHE, FEFm. FERTTERY. FERITFEE

E » Improve green production. Set up green pilot factories, green industrial parks and green supply chain
i management pilot enterprises EEZG4EFF, FE7FEI . F8TIRERX. FeMMitSERCEW

i » Strengthen green standards. Establish and revise key standards and set up a perfect green standards
i system (E2FEiNE, ERtNERET , EUELEEIRETFR

e o o o o o o o o o e e e
[omm——————— S mmmmm oo 1 us Green design
! Responsible for people i. % N Feigit ]
1 = d =K = | ]
. ABRE ol P <
. LA . Vs ;
" - Clean production
- = | L
u
=——=——————- ———m——m e ittt - <::-I|
i Responsible for environment | . —
: . i |:> . Green logistics
b s s S s e
| |
| |
u T L
u Reutilization
I e e - Water Carbon Chemicals Circular TR
[ ]
i Responsible for market i . Stewardship Stewardship Stewardship Stewardship .
htAERIE 202 2020 202 2020 :
e | = - S grERRaL
r&ﬁl% 4 S | '@. .
KON ROl ek vl T



Promote Responsible Development of China’s Textile Supply Chain %

P EGRHRMEES(ERRE

O Win-win is the cornerstone ¥mEaEEA

' With a positive attitude and practical actions, China’s textile industry is trying to get everyone in the industry
involved in responsibility-based governance, so as to effectively promote win-win cooperation and sustainable

. development of global textile industry.

| REGAENTIRSEE TG , Bl SHEELE  SNEELRGAGUAELRNTSRLR.

! =
________________________________________________________________________________________________________________________________________

Responsible Development Goals 2025

Decent
Work
(SEFEEN

Green
Manufacturing

FEFS

FREGRTISES TR RBIR2025

Social
Dialogue

HEXdiE

Sustainable
Innovation

AIFEERIFR

Respect
Property
HEFIY

Youth
Development

BERRE

Responsible
Supply
Chain
AR (FERTHE

Integrity

Competition
SR

éromote the construction of co-

Promote the construction of trade

platforms w#@EsTaRER
* International exhibitions; cross-border

e-commerce EfrES ; BIREFES

/

operation platforms on production

capacity #sraeAIEEaER
Industrial parks; cooperation on production

\ capacity EX ; F=aa1F J

Gromotethe construction of the \
mechanism for economic and trade

cooperation HHHZRAIENHIER
» Align our policies with international economic

and trading rules; strategic cooperation B

\ X ARERATE ;

Strengthen economic and trade
cooperation in major fields
IMRE AL BRSE
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and Has Broad Prospects

Sino-Africa Cooperation on Textile Industry Goes Well
RRYf , Bis 3

PIEHATIV S




Sino-Africa Cooperation on Textile Industry =
RAEBRTIVSIE cﬁﬁ%ﬁ .

________________________________________________________________________________________________________________________________________

O Sino-Africa economic and trade cooperation is the key direction and important component of

China’s opening-up to the outside world HIEZRBESERPEIIMNFHZBRESG REEAER/E

» According to the General Administration of Customs (GAC), the trade between China and Africa rose 17.3% year-on-year
to US$ 99.84 billion in the first six months of 2018. In this period, China’s exports to Africa grew 8.1% to US$ 50.37 billion

and imports rose 28.6% to US$ 48.47 billion, with a trade surplus of US$ 1.9 billion, down 78.6% from a year earlier

iEREIgXSAT . 20185168 , PEISIEMELOSH098. 425K , RELIEK17.3%. Hep , RERIEEO503.725E5wk | 181k8.1% , BIEEO
484.7{Z3%7T , 181K28.6% ; IiE19{Z5ETT , FIELFFE78.6%

________________________________________________________________________________________________________________________________________

O Textileindustry is a key industry in Sino-Africa cooperation 4RIV ERIESIERICE~ I Z—
* In 2017, the textiles and apparel trade between China and Africa amounted to US$ 18.22 billion, accounting for 10.73% of

the total Sino-Africa trade
2017%F , FIEpAmIREZE ZHEOS#H182.2{2%rx . AHPIEHEOARZ 28LEH10.73%

________________________________________________________________________________________________________________________________________

+ Sino-Africa Textile Trade in 2017 20175 ERIEMARI RS ER Unit: 100 million US dollars
Baf (T
Product g% Export #O&%H Share in total &tk (%) Import #OLH Share in total &tk (%)
Textiles & apparel 179.57 6.69 2.63 1.07
RIS
Apparel (|nf:lud|ng accessories 77.71 4.91 2.35 3.27
IR ( BREMMH)
Yarn & fabrlc 77.92 11.69 0.14 0.10
2 mER
Textile machlpery 1.48 4.26 0.0053 0.02
G

Source: “China Textile and Apparel Foreign Trade Report” (2017) &rbkiR : EHERIREINEFiRE2017
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Sino-Africa Cooperation on Textile Industry

O China’s Textile Exports to Major African Countries (100 million US dollars)
1702,53

495,90

RAEBRTIVSIE

FRERHHENEZEERSGRAREOLEH (ARHERT)
629,03 506,80
570,32 500,53
| |
Benin Congo Gambia Guinea Cote d'lvoire Kenya Nigeria  Tanzania Togo Democratic
nF eSS IELIE LA FHseR BRI EaFIE 1852 eI 25 Congo
Source:“China Textile and Apparel Foreign Trade Report” (2017) &kEiR : ESHRRIRETIMERIRE2017 RENIR
O Industry cooperation in some Sino-Africa Economic and Trade Cooperation Zones
BAPIERRSER~=ISERER
Cooperation Zone &1EXEHR Major Investment and Cooperation Industries FEZ&E&E=L
China-Egypt Suez Economic and Trade Cooperation Zone Textiles & apparel, universal machinery, automobile, high- and low-voltage
BRAMFLTEREIFX electrical appliances AR, BRI, 5%, SREHS
Oriental Industrial Park in Ethiopia Light industry, textile, metallurgy, building materials, electromechanical, etc.
REHHTRATWE RT. 981, 8%, & NHBE
Zambia China Economic and Trade Cooperation Zone Ot ; Ty ; < o
T ChEERAER Light industry, textile, building materials, food, etc. 2T. %R, &, aR%
Mauritius Tianli Economic and Trade Cooperation Zone ; ; ;
L S e Textiles and apparel, electromechanical g54iREE. #HlEB
Pearl River S(pec(:jial Econtomit(_: Z())ne in Kenya Electronic information, medical & hygiene, building materials and machinery,
under construction : - : R
SR TR ( 5 ) apparel, textiles, etc. BFER. EXHDE. BMSHM. REHRS
Source: www.yidaiyily.gov.cn el - —%—%m
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Invitation Bh&

World Textile Merchandising Conference 2018
tHRABEAS

Organizer: China National Textile & Apparel Council
T hEHATIEHAR

Supporter: ITMF
¥ - EfRgrER

Venue: Kegiao, Shaoxing City, Zhejiang Prov.
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Date: Sep. 20-21, 2018
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Christian Schindler, Director General
International Textile Manufacturers Federation (ITMF)
christian.schindler@itmf.org

«The development pattern of the global
textile industry»

ITMF 2018 Annual Conference
September 9", 2018
Nairobi, Kenya
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Apparel and Clothing Exports (1980-2016)
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Store-based retailing is shrinking...

Apparel and Footwear

Store-Based Retailing

Global Figure =

2012-2017 CAGR
Historic Growth¥ . - $ | ¢ €| ¥ | cHF
Retail Value RSP, USD million, Current 2017, YOY 2017 Ex. Rates, 2012-17 CAGR '2 3 O
7= 8

Regional Comparison
2012-2017 CAGR

Asia Pacific I
Australasia -
Eastern Europe -
Latin America -
Middle East and Africa -
M28-83% North America l
, ’ Western Europe -
0--28%
-26-0%
W-4-26%
MW63-4%

M -469-63%

Not lllustrated

= World
Channel Sales 2 @ .
2017, USD million 1.399.726,5 Source : Euromonitor 2018



Textile/apparel industry | Disruption | Re/distribution | Implications N“WM“H;

Store-based retailing is shrinking...

Deep Discount Has Become a Norm

APPAREL OFFERED ON SALE AT KEY U.S. RETAILERS IN 2016

8% 16% 42% 73%
R :/

Fast Fashion Specialty Department

Source: Cotlon Incorporated 2016 Retall Monitor™ Survey
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... internet retailing grew strongly since 2010.

Apparel and Footwear

Internet Retailing

Historic Growth¥ L mig— —— e <. $ | £ |le| x| cHF
Retail Value RSP, USD million, Current 2017, YOY 2017 Ex. Rates, 2012-17 CAGR el 2 K

7

W 221-71%
MW 137-221%
Wsi-137%
0-6%
W%

Not lllustrated

= World

Channel Sales 2 @

2017, USD million 274.430,6 Source : Euromonitor 2018

Global Figure
2012-2017 CAGR

19,4

Regional Comparison
2012-2017 CAGR

Asia Pacific -

Australasia I

Eastern Europe .

Latin America -

Middle East and Africa _
North America -
Western Europe .
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Apparel sales will grow strongest in Asia and Latin
America

Apparel Global Figure 2

2017-2022 CAGR

- 1,9

v
Forecast Growth ——

e -
Retail Value RSP, USD million, Constant 2017, Fixed 2017 Ex. Rates, 2017-22 CAGR

7 K

Regional Comparison
2017-2022 CAGR

Asia Pacific

Australasia _
Eastern Europe -
Latin America _

Middle East and Africa -
North America -
Western Europe l

W32-88%
W16-32%
Wi1-16%
0-05%
MW -08-0%
MW 93-08%

Not lllustrated

= World
Market Size 2 @
2017, USD million 1.344.333,5 Source : Euromonitor 2018
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New disruptive technologies and innovation in
textile manufacturing
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High demand for ever more automated and ever
more energy- and water-efficient textile machines

f:\[% ¥ s ©UEEC

Faster Less labor- Less energy- Less water-
intensive Intensive intensive

10
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Power Costs: A Relevant Cost Factor

Manufacturing costs for ring-spinning in 2016

100%

80%

E Interest

60%

= Depreciation

[T R

40% E Auxiliary material

= Waste

20% = Labour

% of total manufacturing costs

E Power

R A

§

S

LT HA T T
[T

0%

.

SN

=%
%,

&

o M
£

/Z‘Q

O/‘

7,

%

2

@J\/Q_)

L.
/@(‘
%

11
Source: ITMF
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Energy efficiency has improved constantly

ring-spinning

Energy consumption in

spinning
. -9%
(average of countries) ’ =2

3,70 4,00 {
3,60 3,50 -

T )
c c
'S c
£ £
2 3,50 300 2
£ 3,40 2,50 &
i =Y B rotor-spinning
£ 3,30 2,00 ¢
- S
5 3,2 1
5 3,20 S0 3 QW 1%
< 3,10 1,00 &
a o
< 3,00 0,50 o !
g c
= 790 0,00 =

o [¥p] N~ (@) — o O o0 o (@] <

(@)} [e))] [@))] (@] o o o o i — —

a O (@) (@) o o O O o O

— — — — (V] (@] N N (@\] (@] (]

——Ring-spinning, lhs  ——0pen-end spinning, rhs

Source: ITMF 12
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Industrial trends

IIIIIIIIII

. INDUSTRIE 4.0

STROMNETZE

L.-_ LOGISTIK
IIIIIIIIIIII O
FABRIK %
()
@ GEBAUDE
PRODUKTE

Mass customization Industry 4.0

N -5
N y
9 &

Environmental sustainability Infrastructure projects

13
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Industrial trends:

Digital printing &
finishing

Mass customization

“Producing goods and services to meet
individual customer's needs with near
mass production efficiency.” (Tseng, M.M.;
Jiao, J. (2001)

Fully automated
machinery

14
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- . e @G
Industrial trends: ‘,@@@!@@X@
¥ INTERNETof 5
Industry 4.0 ?#IH_IL G '@/&'
=0 __ o~ B

MOBILITAT

e

INDUSTRIE 4.0

“ INTELLIGENTE ¢}
FABRIK
STROMNETZE

I

) Lo “The fourth industrial
revolution, is the current
trend of automation and

( D\‘j ceshun data exchange in
N manufacturing
teChnOIOgles' q o =5 H R =
o AL = = D g B v -
ueaR s SOCAL ES Ty i P
s COMPLEX i INTERNET e = TECHNOLOGIES =
r ANAI.Y"ES MWA&EWNI TERABNTES - N[[l][l] "Mfémél} g
e g e T - S 2
s Eé £ S"]RAG SIZ[ R[SEARL‘HZW

« PARALLEL 3% ™=

MASSIVELY
GROW

DIFFCULTY
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Industrial trends:

Circular
ooooo my
Environmental sustainability
‘_’ Recycling
io-based
textiles
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Industrial trends:

Infrastructure

One Road one Belt Initiative

ACTUEL + FUTUR
Navire taille Panamax . Navire Post-panamax

4 500 conteneurs ; 12 000 conteneurs

T

12mI

'
B — ' B ——

335m ' 55 m

Canals in Panama and Suez

17
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Political trends:

S

0\\@“&“ P ‘33
(¢}
<7‘ MISE "g
/S4 s O

REITERATING=

ol o,,riégﬁsw &
RCA

00“‘ Wl OR TARIFF 48 WEiGyy |\ TLism

~FROTEC Tlom§°iﬁ

B o opTen
= %ﬂf AUSTEREATESSO JOBS

5 ONOMRESTRICTIVEPRICE
Ns

Increasing national sentiment among
countries and political leaders affecting
countries’ national and international
political and economic positions

Inability to reach agreement on key
issues within countries because of
diverging or extreme values, political or
religious views

Shifting power from state to non-state
actors and individuals, from global to
regional levels, and from developed to
emerging market and developing
economies

(WEF - Descriptions of Global Risks and Trends 2018)

18
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Where are currently the areas of investments in
textile manufacturing?
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Global Shipments of New Textile Machinery
(2008-2017)

Spinning Machines
Texturing Machines
Weaving Machines
Circular Knitting Machines
Flat Knitting Machines
Finishing Machines

20
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1. Shipments - Short-staple spindles

16 14,3 Last year V\é(())/rld growth:
+

14 12,5 13,5 " °
ElO 9,9 89 9.0 79 =¥ 8,6
2 3 83 72 8,3 8,1
2 70 7,3
2 6
£

4

2

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

® World M Asia & Oceania ™ Turkey B America, North
B America, South B Africa M Europe, West M Europe, East

21
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1. Shipments - Short-staple spindles

China's share [ Rest of the World

100%

80%

60%

40%

20%

0%

300

200

100

U
- 1%

\\\\\\»

2008
2009
2010
2011
2012
2013
2014
2015
2016
2017

Installed Ring Spindle
Capacity
(1974 -2016)

){é\\ii;:]jes

2017 |

0 3899200 units per country in Asia & Oceania

Chinese investments increased last year by :

+8%

22
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1. Shipments - Short-staple spindles

million spindles

4,5
4,0
3,5
3,0
2,5
2,0
1,5
1,0

)5

,0

China

The biggest investors in 2017

India N

Iran 1

Bangladesh
Uzbekistan
Pakistan
Indonesia ===
Vietham =
Turkey =
Malaysia 1
U.S.A.
Thailand 1

Mexico 1

Azerbaijan 1

Uzbekistan India

‘ China

Pakistan — " "...

Bangladesh B

. relative size = number of units per country

23
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1. Shipments - Short-staple spindles

10 1,2
o 8 3 1,0
£ 6 g 8
x> & 6
° ¢ g
£ 9 \/—'\., —~— E
,0
O O NV A & N> v L A & O O D A D N> O oA
Q° O N N N N L V7 Y O Y & &Y & &N QY
SRR S D A D DTS DD D D D
——China =—India = Pakistan =—Turkey -—Vietnam ——Bangladesh
Year Asia& Turkey America, Africa America, Europe, Europe, World
Oceania North South East West

2016: 7'349'216  263'420 80'240 93'408 70'960 7'932 17'176  7'882'352
2017: 8'115'226 166'876 111'375 76'132 15'792 50'796 15'136 8'551'333
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2. Shipments - Open-end rotors

iy

+1%
700 638,1
., 600
S 500
o 545,2
< 400
& 300
>
§ 200
100
a&_
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
—\Norld — Asia & Oceania Turkey

—America, North=——America, South——Europe, West

——Europe, East =——Africa

China's share O Rest of the World

100%

80%

60%

40%

20%

0%

2008
2009
2010
2011
2012
2013
2014
2015
2016
2017

Installed OE-Rotors
Capacity
(1974 -2016)

(0]

()]
million rotors
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2. Shipments - Open-end rotors

500
The biggest investors in 2017
400
S
£ 300 Turkey india Chlna
ge)
o
3 200 | / l
(@)
= o S
100 ]
Uzbekistan o
I hwwe. . o : ‘Vietnam
@ > ©® g €= 0 €S € ¢c ] o ©
£ P25 g 8 g &8 ©® ®T v £ w
T cc v s X —=FB v e S
O > — & gmn g 8 o S S
[ KT S o 2 c o 95
> O o v ® S Ja
N N = < . o .
D < . relative size = number of units per country

Year Asia & Turkey America, America, Europe, Europe, Africa World
Oceania South North West East

2016: 582'702 21'978 6'422 9'072 6'900 2'154 4'834 634'062

2017: 545'232  49'108 20'808 10'128 6'044 5'736 1'040 638'096
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3. Shipments — Texturing spindles

' China's share O Rest of the World
1000 100%
" +23%
% 800 80%
£
2 600 60%
o] 341,0
g 400 40%
>
2 200 3086  20%

0%

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 XS IdNMI LN
O O O O O O 0O o o o
AN &N &N &N &N AN NN NN

—\Norld —Asia & Oceania Turkey

— Africa — America, South=—=America, North f

——Europe, East ——Europe, West

+17%
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3. Shipments - Texturing spindles

150
The biggest investors in 2017
0
< 100
£
*
©
[
©
5 50 :
(@)
=
l . [ | .: H H = = = = =
: O > © ) >
EE3TEERYELEISS
OC8~ g =Z2&pw” o ;E
Y O S o @ ’
S s
Year Asia & Africa Turkey America, Europe,
Oceania South East
2016: 229'415 12'000 13'368 6'886 6'720
2017: 308'552 6'960 4'560 6'000 5'902

Ll * China

. X L Iforea, P.R
o 7 o \

| 2B Japan

India

. relative size = number of units per country

America, Europe, World
North West
4'800 3'017 276206
6'062 2'960 340'996
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4. Shipments - Shuttel-less looms Water-Jet looms

China's share [0 Rest of the World

o

0, ,./-”? : t :
200 + 14% 80% //
%) 60%
150
5 + 9%
© 96,3 40%
© 100
® 20%
3 87,7
f 50 0%
0 OO O . &N N < 1nn O N~
(@) o — i i i i i i i
S R RIRRJIILIJILIRLRS

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Installed Shuttel-less Looms
—\World ——Asia & Oceania Europe, Other (1974 - 2016)

—Turkey — Africa — America, South 1'2
——Europe, East ——America, North 1:2

million looms
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4. Shipments - Shuttel-less looms

50
The biggest investors in 2017
w 40
=
8
5 30 .- China
E Turkey India
g 20 RN l J
f gl
10 ; < *Le
I @
I 0= . . TS 3 .
C 2 L8 TS ESY S LTS LS 'Bangladesh = ©
S EREEREEEREETEEEE 6ng w |
C=Rs53%8 £S5%T 2 ' Indonesia
22 o> ¢ = o
Crg o Q . relative size = number of units per country

Year Asia & Turkey  Europe, Africa America, Europe, America, World
Oceania West North East South

2016: 77'183 3'095 2'018 479 693 770 460 84'698

2017: 87'718 3'203 1'904 1'533 781 643 389 96'171
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5. Shipments — Circular knitting machines

0%
‘ B China's share | Rest of the World
100%
40
" 80%
] 28,0 : '
£ 30 60% %/
®
€ 40%
= 20 23,6
c
a 20%
2 10
< 0%
0 OO O 1 &N N < 1N O I~
- — | Q Q d H d A A A o
© & O oo O 0o o o o
AN AN AN &N &N AN N &N &N N

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

—\Norld — Asia & Oceania Europe, Other
—America, South=——Europe, West —Africa

-1%

- America, North=——Europe, East
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5. Shipments — Circular knitting machines

thousand machines

India

I I I I I: H N l: HE B =
R REEEE .
= B 5 c c g g & c &
Sw- 329225  §
8 - = 2
Year Asia & Turkey Europe, Africa
Oceania West
2016 24'238 1'191 725 690
2017 23'627 1'189 1'173 626

‘ The biggest investors in 2017
S

Egypt =

China
® ) J :
™ e . L J
-‘*Vletnam
Indla
=)
v Bangladesh
© .
2 IndoneS|a
©
>
. relative size = number of units per country
America, America, Europe, World
South North East
452 444 234 27'974
626 569 200 28'010
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6. Shipments — Electr. flat knitting machines

China's share [ Rest of the World
100%

250
' 201,7 80%
200

+ 44% 1946 0%

150
40%

100
20%

C))
o
-

N

50

thousand machines

0%

2008
2009
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2011
2012
2013
2014
2015
2016
2017

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

—\World —Asia & Oceania Turkey 200 _ ,
= Shipments to China from

—Europe, West =—Europe, East =——America, South 150 the rest of the world
— Africa —America, North 8 _C:,i"es di’mesm

<

& 100 shipments

€

2

;«8‘3 50

0 OO = AN < 1N O N
O O ™I v v o = 1 o
O O O O OO 0O o o o
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6. Shipments — Electr. flat knitting machines

200
The biggest investors in 2017
160
0 :
£ 120 ' /Chlna
© .
= : 3 .2
< 80
% . ... ° .
3 +® <—\Vietham
(@] R
£ ndia | Thailand
l---—s————— Bangladesh
©® £ £ T ® W > ©8 > 68 £ = © 4
c ) c (] o @© N a .
cgfsEgcgEierie
& 2 & - 8 388
(8}
% = F 8 E £ B . relative size = number of units per country
o b4

Year Asia & Turkey  Europe, Europe, America, Africa America, World
Oceania West East South North

2016 131'398 2'975 2'138 1'060 988 653 422 139'634

2017 194'609 1'721 1'602 1'417 1'322 449 607 201'727
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7. Shipments — Finishing machines

6000 China's share O Rest of the World
5000 100%
o 4 000 /
s 80% |
—(C% 3000 f ////
c 0 60%
2 000 + 44%
1 000 40% t
+ 2%
0 20%
2015 2016 2017
—World ——Asia & Oceania Turkey 062015 5016 5017
—Europe, West =——America, North—Africa

——Europe, East =——America, South
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6. Shipments — Finishing machines

4 000
3500 The biggest investors in 2017
., 3000
é 2500 Turlkey /China
® 2 000 ‘
@
1500 . &
500 India . o
0 e e = - - Bangladesh
T2 ETSsoEsE8<p e 4
c2 8888348 g
ST 28 P SsY s Ex
e > a B 2 &
g o ) . relative size = number of units per country
Year Asia & Turkey  Europe, America, Africa Europe, America, World
Oceania West North East South
2016 3'147 121 77 63 30 27 12 3'477
2017 4'638 133 67 58 64 45 12 5'017
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/. Shipments — Finishing machinery (rabrics woven & knits, 2017)

Washing (stand-alone)
Stenters

Singeing Line

Sanforizers / Compacters
Relax Dryers / Tumblers
Mercerizing - Line
Dyeing - Line (Hotflue)
Dyeing - Line (CPB)

Bleaching - Line

W Asia & Oceania

W Europe, West

l
| Discontinuous
|
] ] Overflow Dyeing |G
B Jigger Dyeing/Beam... Il
] Continuous Air Jet Dyeing I
| 0 2 000
il machines
[ ||
0 500 1000 1500
machines
B Not Specified Europe, Other W Africa

4 000

B America, North ® Europe, East ® America, South
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Order Intake (Textile Machines) from China in 2018

swiss

textile
machinery

ATl

| II

! e | |

Perspectives for the order intake from
China 2"9 half 2018 (year-on-year)?

1. Very good > +10%

1.9 %
2. Good +1 to +10%
393 %
3. Moderate -1/+1
o 345%
4. Bad-1to-10%
8.3 %
5. Verybad >-10%
. 6.0%

ITMIF f Swissmsam — Tastlle Machinary Wiorkshap 2008 in Zurich

International Textile
Manufacturers Federation
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Competitive Chinese Textile Industry

Competitiveness as Measured by Unit Labor Cost

Apparel Manufacturing's Productivity Apparel Qutput Unit Labor Cost
Revenue (US$ millions) {US%/ Person) (Billion Units) (US$! Unit Qutput)
350'000 ~ 80'000 43 - 1.20
China Apparel China Unit Labor Cost
40
1001000 Productivity - 70'000 - 1.00
/ 35
, b 60°000
250'000 10 L 080
b 50'000
200000 25
b 40'000 r .60
20
150000
30000 15 L 0.40
II 1,
Q0000 | a0'000 o
‘ + 0.20
S0000 L 10'000 5
0 0 . 0.00
HHEH ggpggezszazes
SQRRRRRRSRERR I I I I I I I I~ I R I S @
Source: Mational Bureau of Statisfics of China; Apparal Manufacturing in China/ 1BISWaorld (Apr, 2017) BGEEL RO
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Implications for the global textile industry
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Textile Mill Consumption

Textile Mill Consumption, World

140 «  Advent of synthetic fibres
120 — Wearing comfort improves
100 — Functional clothing
© — Technical textiles
S 80 .
- — Easy to control quality and
= 60 quantity
S
40
e Cotton consumption stagnated in
20 recent years due to both volatile and

relative high cotton prices since
2010.

> A O D Ao O
QS VIV Y

O D o O DO DN
PPN ES
NEINISIN RN RN > D7 AT ADT AP AS

D" AP AT AS

H Wool Cotton M Man-Made Fibers

Source: PCI Fibres (2017)
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Fiber Production - World (in million tons)

2017 2020 ** %-change
Cotton * 24.50 25.00 2%
Wool * 1.15 1.17 2%
Acrylic 1.68 1.69 0%
Nylon (filament) 0.19 0.22 14%
Nylon (staple) 4.26 4.71 11%
Polypropylene (staple) 0.35 0.37 6%
Polypropylene (filament) 1.65 1.90 15%
Polyester (staple) 16.76 17.58 5%
Polyester (filament) 35.49 39.28 11%
Cellulosic (staple) 4.28 5.10 19%
Cellulosic (filament) 0.27 0.29 10%
Total MMF 64.94 71.14 10%
Total Fibre Production 90.59 97.31 7%

* Consumption figures

** Forecast
Source: PCl Fibres (2017)

42



Textile/apparel industry | Disruption | Re/distribution | Implications

TMF

World Man-made Fibre Production by Country/Region (million tons)

2017 2020 * %-change
China 44.96 48.89 9%
Western Europe 2.52 2.69 7%
Eastern Europe 74 .88 18%
Turkey 1.38 1.75 27%
Africa/Middle East .80 .90 13%
Chinese Taipei 1.77 1.79 1%
INorth America 2.84 3.19 12%
India 5.93 6.96 17%
Japan .67 .66 -2%
South Asia 4.87 5.66 16%
S. Korea .05 .05 6%
Latin America 1.71 1.67 -2%
Australasia .79 .90 14%
Total Fibre Production 69.03 75.99 10%

* Forecast
Source: PCl Fibres (2017)
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World Polyester Production by Country (million tons)

2017 2020 * %-change

Polyester Polyester (textile Polyester Polyester (textile Polyester Polyester

(staple) filament) (staple) filament) (staple) (filament)
[China 1014 2695 993 2964 2%  10% |
[india 1.51 3.48 1.70 4.29 13% 23%
USA .65 .75 .76 .80 16% 8%
Turkey .26 24 51 .30 97% 28%
Chinese Taipei .53 .80 .57 .80 7% 0%
South Korea .76 .64 74 .61 -3% -5%
Indonesia .67 .69 71 .69 6% 0%
Thailand .33 .37 .35 .38 4% 3%
Malaysia A1 .26 12 .26 0% 0%
Vietnam .18 .33 43 41 131% 25%
Bangladesh .07 .06 .07 .06 12% 2%
Others 1.54 94 1.70 1.02 10% 9%
Total 16.76 35.49 17.58 39.27 5% 11% |

* Forecast
Source: PCl Fibres (2017)
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ITRAF

Economic catch-up in Asia continues

Growing global GDP, current prices (billion USD)

Year World Europe USA China India Middle East & Sub-Saharan

North Africa Africa
2018 87.5 22.9 20.4 14.1 2.9 3.1 1.7
2023 114.3 28.1 24.5 21.6 4.66 3.8 2.6
Growth % 30.7 22.7 20.2 53.1 63.5 25.1 55.8

GDP per capita, current prices (thousand USD)

. . Middle East & Sub-Saharan
Year World Europe USA China India North Africa Africa
2018 11.7 30.9 62.2 10.1 2.1 6.6 1.7
2023 14.5 37.9 71.8 15.2 3.3 7.5 2.3
Growth % 23.5 22.6 15.1 50.5 535 13.6 37.1

Sources: IMF, UN

Global GDP is expected
to increase by over 30%
from 2018 to 2023

Economic growth in
emerging and
developing countries
will be strong

Asian retail markets for
textile and apparel
become more and more
important

Customer preferences
in Asian countries
change towards
Western-style. On the
other hand, Asian-style
will influence textile
industry
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ITRAF

INn China and India

Strong increase In fibres consumption

Higher per capita fibre consumption (kg per capita)

*with Hong Kong

Source: PCI-Fibres (2017)

Period World West [Turkey North |China* |[India |Africa/
Europe America Middle

East
2017 12.51 22.4 26.8 32.6f 20.1 5.8 5.8
2020 13.1 23.1] 26.9 341 21.9 6.3 5.9
2030 15.2l 2650 29.00 38507290832 6.2
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140
Global Textile Mill Consumption

120

100

million tons

B Cotton M Cellulosic Staple

® Cellulosic Filament B Polyester Staple B Polyester Filament

W Nylon Staple B Nylon Filament B Polypropylene (Filament + Staple)

W Acrylic Source: PCI Fibres (2017) 4
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Summary

- Growing Global Textile & Apparel Market

- Share of e-Commerce is on the rise

- New technologies allow mass customized production

- Internet of Things (IoT) offers new potential to increase productivity

- Sustainability is a trend and an integral part of business (CSR)

- Infrastructure Projects (OROB-Initiative) — Creating new opportunities

- Textile production concentrated in Asia (especially in China)

- Shifts of textile production to other countries (Asia and partially Africa)

- Production in other regions (Africa, Americas, Europe) has more potential
due to

Technologies (digital and 3-D printing, automation)

Fashion trends (fast fashion)

Reduced cost differentials (rising labor costs)

Sustainability (traceability, circular economy)

- Global fiber consumption is on the rise (GDP and population)

- Man-made fibers (mmf) are benefiting most

- Within mmf, cellulosic staple + polyester filaments are growing strongly

- Wool has become a «luxury» fibre

- Is cotton is becoming a «luxury» fiber as well? 48
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THANK YOU
FOR YOUR ATTENTION!

www.itmf.org



http://www.itmf.org/

risks and chances form mass production to mass customizing by Industry 4.0

Prof. Thomas Gries, Dr. Volker Lutz

s, ., | RATHAACHEN
Textiltechnik und

ITA Lehrstuhl fiir UNIVERSI
— Textilmaschinenbau




everything is changing...



Small an innovative companies enter most important German stocks
Index DAX, while established financial institutes have to leave

wirecard

DA)



Fiber based solutions 4 you

A

yarn

complexity

scale of geometry



’::‘ INTERDISCIPLINARY

@ INTEGRATED

INDUSTRY-ORIENTED

INTERNATIONAL



1 (Semi-) Finished parts
Divisions O Employees

Natural & synthetic

fibrous material Composite

Fabric
Yarn

RESEARCH AND SERVICE IN ONE HAND

INTERDISCIPLINARY

AV
Va¥



Knowedge-

you Transfer
Academy

Fiber based solutions

Production

Information &
communication

Augsburg

Mobility

@ NTEGRATED environment




RWTH with the biggest technology campus in Europe

————Sea -
———

e e i i

Active Collaboration with Turkey

Campus GmbH, A. Steindl

' INDUSTRY-ORIENTED
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Ansan/Korea
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The industrial revolution



14.0

1. Industrial Revolution
Follows introduction of

water- and steam powered
mechanical manufacturing
facilities

end of 19th century

1870: First production line
= ,47 * 1%

v/

2. Industrial Revoluti

Follows introduction
electrically-powered
production based o
division of labor

start of 20th Century

1969: First programmable
logic controller

3. Industrial Revolution
Uses electronics and IT to
achieve further automation
of manufacturing

start of 1970s

today

«

4. Industrial Revolut
Based on cyber-pl
systems

complexity

time

11

RWTH
ZITA



Risks of digitalization



b -

.  .
Fragmented value chain

- .
X 8
. 2 ¢ INtEl| ECTUI M OPENRY/C ESTGNIGWI hlp
Global production network - g N
- ‘ . .
Diverse prpcﬁe = and WOrKIorg N zetion ¢ L R
-
0’ ' 'f e

SKillSishortage
o‘" -

- AL
LR -&*ﬁ o]
By 2020, 60%®fdi"|t uw |||
experlence a major.semce}foallﬁ ecﬁ]se of
IT teams’ inability to ,,manage.gdlgltal rlsk in
technogy and use cases“ =

- -

5 - Ry ' N
Gartner Projection

o

-
http://www.noanxiety.com/relaxing-links/relaxing-sea_bubbles.jpg



but there Is more ...



.

Cost reduction

Energy/material effi"

F J

Ongoing growth rate




Already connected textile value chain

e N RWTHAACHEN
“ITA UNIVERSITY



Only textile value chain?

A few more examples....



@ Digital Capability Center

Aachen
SPEEDFACTORY
Added Value
SMART
TEXTRONICS
CENTER

Digital Digital
Production Products

Digital
Processes

Use Cases/Services
S||I9POW Ssaulsng

l i > Efficiency

TEXTILES SozioTex



Case Study — SpeedFactory

Customized solutions for the sportswear industry

Aim :
* Production of highly individualized products
 Highly flexible production infrastructure

* Future of Manufacturing

Results:

» Basic cognitive technologies

Interfaces between process steps

Human-machine interaction

3-D in industrial applications % I Federal Ministry

Supported by:

for Economic Affairs
and Energy

on the basis of a decision EU T o N o M | K

by the German Bundestag FUR INDUSTRIE 4.0

19

adidas  gqctiss EIKSL emen e g, | W

GROUP Controls



http://autonomik4.pt-dlr.de/




Case Study — SpeedFactory

Customized solutions for the sportswear iIndustiys s
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Case Study — StoreFactory

Customized solutions for the apparel industry

Aim:
* In-Store production of individualized products

with minimized delivery times
« Customer integration into manufacturing
« Garment production on 2-bed-flat- knitting machines
 Digital data transfer — From 3D scan to product
Results:
* Minimized Production chain in Store

— yarn, knitted fabric, washing, heat setting, labeling
» Customized product regarding size and design

— Use of body-scanner, unique customization area

» Delivery time: 4 hours from order to pick-up

” N ‘ RWTH






How does the workplace change
In the digital age?



We still need
People to operate
Machines!!

Digitalization

/; Internet
~ of Things




14.0 SozioTex

Training the next generation workforce

SozioTex
%7 Scientific Team

ELSI aspects Design v
= ethical, legal and
social implications _
Technological change

Interaction I
Social change

.4

Interdisciplinary approach

Human Machine

Please detect the location of yarn breakage by answering the questions

TSN

t:v ym""

PREWINDER == &
OO

|11 1L LLLT LSS

Development and implementation of new
production technologies/ assistance
systems with socio-technical perspective AR for machine service

* ' RWTH
/; humtec ‘ |TA‘

SozioTex



How to ransfer to industry...



Reality — DCC.: Digital Capability Center

Model Factory for Digitalization along the textile process chain

@ Digital Capability Center

Aachen
Model factory ACTe

industry 4.0

Place for
qualification

Accelerator for
digitization

— AN N ‘
Current state Shop floor of the DCC in Aachen, Germany

=

i ( k UBIMAY C
Euture state intex( arkjgroup  UBINIAY E VCLVEA
\& MAGAZINO stonegarden @ ptc Ve
# N RWTH

“ITA


https://capability-center.mckinsey.com/
https://www.ita.rwth-aachen.de/
http://www.ptc.com/
http://www.mueller-frick.com/
http://www.intex-consulting.com/
http://www.ark-group.de/
http://www.stonegarden-technologies.com/
http://www.gruppofilippetti.it/
http://www.linup.it/
http://www.magazino.eu/
http://ubimax.de/

@ Thermofixation
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Assistance ‘ Prmtmg 3
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A @ Cutting

Digital
tance

) ® sewing
T s
Ll VHY
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Adaptive
‘ Warping Wor k
Stations
Digital
Performance

Management







DCC - Example

Condition Monitoring

Condition
Monitoring

CONDITION MONITORING

mle

Enhanced reliability of
machines and reduced
machine stops by

-15%

" N RWTH
“ITA



DCC - Example

Digital Assistance

DIGITAL ASSISTANCE SYSTEM

‘,:f.‘ =
; J I Production

____ | Quality

Current Shift Warnings

Shift Duration: 480 2017-04-19 18:37

(@ficient Time:21.3

@ Digital Capability Center

Spesd R L CE RSB Specific Instructions  Autonomous Maintenance  Next Changeover
7 = Speed 600 picks / min sop

Weight left warp beam 5009
Power Consumption Weight right warp beam 1500 g

Weft 1 Breakage

Loss Filling Create Warnings

No Stoppage Detected! QUALITY DEFECT FILLING MAINTENANCE QUALITY

MAIN ALERT

Digital
Assistance

Reduction of need for
training and
complexity of required

operator skills by

-50%




Next textile products

Smart Textronics



Products — Smart Textronics

Increased functionality in textile products by electronics

Smart Textiles sense, react or interact with the environment by the change of their physical,

chemical and/or electrical properties

* Smart Materials sense and response

Internal data transfer

Energy —- . AL
source W
ji—— Data processing
« Smart Textiles incorporate especially electrical *_ External
functions Actuator communication

" N RWTH



Products — Smart Textronics Center

Largest international research institute for smart textiles

:n: strength of Korea in electronics

strength of Germany in production
technologies

strong partnerships between ITA,
SKKU & KITECH

Ansan & Aachen

interest of governments in
D & KOR for digitalization

o

<P

i~

"y regional partnership between
e

STC
strong focus on SME WA =a. CC Ansanr:lﬁlj Opening
SOl . Aachen Ansan N““
—ystc 2018*¥ puture®
f Signing ﬁ Opening A7 Sep 2017 ‘dgm
of MOU 6 May 20
5 Nov 20

oct 201

AU ﬂ*

;gﬂsﬂ v KITECH :ITA ‘ RWTH

> ‘ RWTH
“ITA



Products — Smart Textronics Center

Largest international research institute for smart textiles

H ‘ . . v | B 3 ~q ‘
Science e S e 1 Industry

Research Center Korea Research Center Germany

2 interdisciplinary research centres for
production of electronics and textiles

Development of processes, value
chains, smart services and skilled

S personnel ¥ &\o“ .
N P\t
700y, 't o 5o

ey, | M

. e
Business Model <

” | RWTH
“ITA



Products — Example: INTUITEX

User oriented textile interfaces

Aim:
» development of an extended textile touch pad | G
. . . . BRAUNWAGNER
* highly flexible production infrastructure -
(en ITA

Areas of research:

* new user oriented interaction concepts

* textile based interaction concepts

» socio-psychological trials

sozialer Kontext Sensorik + Textil Signale Ausfihrung

 user diversity

W
|

37







What Is the next step?

One more vision....



Future — 4D-Textiles

Mass Customized solutions using Innovative 4D Textiles

What are 4D-Textiles

The term ,3D Textiles® has been defined by Wulfhorst et al. in
2000.

4D Textiles are fabrics and textile products being able to

change shape and function over time. This change is achieved TEXTILES
by the complex interaction between hybrid materials and by

the use of external stimulus.

Additional to the spatial expansion of fabrics (3D) the change

over time faces the 4”‘ dimension in textiles.

515 Tiobith MIT

H

116: Gries, RV
2 AD Textiles

» N RWTH
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Digitalization —to be or not to be

still talking or doing it?



Supporting your business

We offer:

« Material development (from fibre to product)

« Development and engineering along the textile process chain
* Industry 4.0

* Innovative business development e.g. Open Innovation

« Training, workshops and education

 International partner network

our experts

" N RWTH
“ITA



with our strong partners

Do you know?.....



Prof. Frank Piller

The Open Innovation Expert




Boris Radke

ClO at ProSiebenSat1 Media SE, Zalando etc...




Osthus GMBH

Connecting data, people and organizations




Believing in what we deliver...

Added Value

Digital
Production

Digital
Processes

Efficiency



Agility will transform Chances into reality

"In the new world, it is not the big fish which eats ... it's the fast fish which eats the slow fish"
the small fish, ... :




Thank you
for your kind attention!

Univ.-Prof. Prof. h.c. (MGU) Dr.-Ing. Dipl.-Wirt.-Ing. Thomas Gries
Institute of Textile Technology

RWTH Aachen University

Otto-Blumenthal-Stral3e 1

52074 Aachen
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AUTOMATION

Pete Santora % SoftWear

Chief Commercial Officer AUTOMATION

softwearautomation.com Copyright © 2018



AN AUTONOMOUS DRIVING
CAR FOR SEWING

softwearautomation.com Copyright © 2018



softwearautomation.com Copyright © 2018

Problem

Fabric’s Not Rigid



Internal

e Shorter lead times
e Zero-inventory initiatives

External

e Labor unavailability
* Rising global wages

softwearautomation.com Copyright © 2018

eCommerce is Crushing
The Supply Chain

And it’s
accelerating



Global

Off-shoring extended lead
times to 12+ weeks.

.‘,&m‘@

o

O ® ®
Raw Materials Mills Factories Distribution Warehouse Retailers
China China Vietnam China Allentown, PA New York

. . 5
softwearautomation.com Copyright © 2018 /



SEWLOCAL™

The on-demand, local supply solution that
shortens lead times to 1-3 days.

FRESH

INVENTORY

"" ‘

ZERO DISCOUNT

SEWBOT

'ooo..ooooo.oooooo,‘.’.
A

Farms Mills Factories Retailers
North Carolina North Carolina North Carolina North Carolina

. . 5
softwearautomation.com Copyright © 2018 /



Inventory

ZERO

Production
instruction

Heijunka sequence plan

TIMELY PRODUCTION
Efficiently producing vehicles with different specifications one at a time,

in a timely manner while ensuring high quality

into the production line

Production plan

~~— A A
[ Godyprocessing Ml Painting Ml " Acsembly =

90¢

The parts
retrieval
kanban

Production
instruction

kanban Q
- Various
e = completed

PRESSING

parts
s

softwearautomation.com Copyright © 2018

Various parts Q @ @
The parts

retrieval
kanban

Various
completed
parts

Production
instruction
kanban

e KA L3
paits. W QW @

PRODUCTION ORDER INFORMATION
The order information is quickly incorporated

Product order

REPLACEMENT OF PARTS USED
Only those parts that have been used up
are retrieved in a timely manner

PRODUCTION OF PARTS RETRIEVED
Efficiently producing and replenishing
only those parts that have been retrieved

Customer



SEWBOT® worklines with:




Full Sewing Automation with
our

SEWBOT® Worklines

for Automotive & Home Goods
are already enabling local supply
chains



Digital
T-Shirt Workline




T-Shirts .
Comparison

softwearautomation.com Copyright © 2018
Contact for more details or purchase: p.santora@softwearinc.com

# of Manual Operators

Manual Output / Shift

X669

00
QQ (x10)

# of Workline Operators

O
9 (x1)

Workline Output / Shift

x1142




T-Shirts .
Comparison

Labor Cost

»*
* x
*
*
Expected average
wage over all major ...
textile production s R
. _————————
contries: $2.50/h —
e |

softwearautomation.com Copyright © 2018
Contact for more details or purchase: p.santora@softwearinc.com

Manual Sewing

$0.40

$0.52

$0.70

Digital T-Shirt
Workline

$0.05

$0.09

$0.33



T-Shirts
Good for the environmze
IS

good for
your business




softwearau

o
e

LOCAL FOR LOCAL MODEL

~80%

Less Transport

S2.8
Per t-shirt

tomation.com Copyright © 2018

<

e

> 40% >90%
Per t-shirt Reduced lead times

> 90% (-\T > 80%
Inventory Less change over time
reduction



softwearau

Become
#Huncrushable

Join Us to SEWLOCAL™

tomation.com Copyright © 2018

Contact for more details or purchase:
Pete Santora

Chief Commercial Officer
p.santora@softwearinc.com



Digital Transformation Survey 2018

Digital transformation of the textile value chaiy/ %

[/ ,//

Mark Jarvis
Managing Director, WTiN

Presented at the ITMF Conference 2018, Nairobi

‘@:WTIN ) J

CONFIDENTIAL AND PROPRIETARY

Any use of this material without specific permission from WTiN is strictly prohibited



"We define DIGITAL
TRANSFORMATION as the agenda
to achieve a substantial change In

business performance through

durable digitalisation techniques..."

Supporting partners
S FEDE, DORNBIRN

GFC

GLOBAL FIBER CONGRESS

e . =
=55 = vl ¥
& CEMATEX ) GHERZI




Sector

® Brand/Retail

m OEMs

® Manufacturers

Respondent Profile

Job Function

m Senior
u C-level
B Management

m Executive

® Entry level

CONFIDENTIAL AND PROPRIETARY
Any use of this material without specific permission from WTiN is strictly prohibited



Respondent Sentiment

Attitudes to digital transformation

CONFIDENTIAL AND PROPRIETARY
Any use of this material without specific permission from WTIiN is strictly prohibited




Data Analytics Continuum

Retrospective Real time Predictive

CONFIDENTIAL AND PROPRIETARY
Any use of this material without specific permission from WTiN is strictly prohibited




38% of businesses intent to look at their digitalisation
strategy In next 5 years

40%

38%

35%

30%

25%

20%

15%

10%

5%

0%
Within 1 year 1-2 years 2-5 years 5-10 year Over 10 years

CONFIDENTIAL AND PROPRIETARY
Any use of this material without specific permission from WTiN is strictly prohibited




62% of businesses have started their
digitalisation journey

Developed our own strategy and have started to implement

. 34%
It

Drafted a strategy but are yet to implement 13%

We have adopted it via our parent company and started to

: . 6%
implement it

No strategy - but we have invested in new digital

technology %

0% 5% 10% 15% 20% 25% 30% 35% 40%

CONFIDENTIAL AND PROPRIETARY
Any use of this material without specific permission from WTiN is strictly prohibited




Where did the digital transformation initiative begin

0 29% .
33% ‘W‘ Ofx 33%
o S e

Management development

1 1
% e W

JANTD! |
OEMs Brand/Retail

Manufacturers

CONFIDENTIAL AND PROPRIETARY
Any use of this material without specific permission from WTiN is strictly prohibited

@:WTIN



Business goals for digital transformation

&

OEMs

s &

Launch new
digital products
and/or services

45%

Digitise the business
operations

22%

@:WTIN

e
JANCCD!

Manufacturers

Brand/Retail

v L 4 v

U

Digitise the business
operations

37%

o

Use digital channels to
interact with
customers

56%

Use digital channels to
interact with customers

21%

Launch new digital
products and/or
services

17%

CONFIDENTIAL AND PROPRIETARY

Any use of this material without specific permission from WTiN is strictly prohibited



Key challenges to digital transformation

%
w 387%
. Lack of clear
- vision and
leadership on

digital
transformation

46%
m Business partners /

suppliers/ customers

-~

"‘ = are unable to
collaborate around
digital solutions

a® 35%

High financial
investment
requirements

o &27%

Lack of skilled professionals

13%

Lack of digital
standards/norms/
certification

b 38%

Unclear
economic
benefits of digital
investments

@'@ 25%
@6@ ok o b

technologies

8%

n Concerns
+ around
* loss of IP
CONFIDENTIAL AND PROPRIETARY

Any use of this material without specific permission from WTiN is strictly prohibited




Investment in people to bridge the skills gap

s \

OEMs Manufacturers prandietal
: " g & 0 O &
B o i D¢ 20 5.
[ MHaa A Men M an
(o)
33% 29% 55% 39% 33% 33%
Training Workinl? With Training Working with Hiring Working with
consultants

consultants specialists consultants

CONFIDENTIAL AND PROPRIETARY
Any use of this material without specific permission from WTiN is strictly prohibited



Structural changes happening within businesses since
the digital transformation began

JANTD
Modified standard operating procedures to

. e . 40%
Manufacturers include new digital technologies

Modified business structure for working with
suppliers — more relational than
transactional

34%

Created a network for cross-functional

. I 31%
working across teams/roles/responsibilities

0% 10% 20% 30% 40% 50%

® Manufacturers
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Need for digitalisation vs investment likelihood

OEMs Artificial
intelligence

Smart sensors for
capturing your
manufacturing data

Ok o
JANCD

Manufacturers Artificial

- - Virtual reality / 3D tools
Augmented reality Smart logistics y

intelligence

I Digital technologies required

B Likelihood of investment in the medium term
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Industry 4.0: Gaps in expectations

& What Brand/Retail & OEMs think Manufacturers require
\ 4

Ol o
A X0 o)

56%
Manufacturers
Cloud technology
39%
Connected ERP / MES / PLM systems
38%
Data analytics
45%
0% 10% 20% 30% 40% 50% 60%

M Brands & Retailers B Manufacturers B OEMs
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Measurable impact in lead time and business
process efficiencies

Improved lead times for products 50%

Cost savings 45%

39%

Increased customer satisfaction 39%

41%
Increased efficiency of business processes
45%
33%
Improved flexibilty in catering to customised product demands 34%
12%
0% 10% 20% 30% 40% 50% 60%

m Brand/Retail m Manufacturers = OEMSs
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Industry is confident that digital investment returns
positive benefits

= Negative

= No impact yet
= Postive

= Don’t Know

Impact of digitalisation on revenue
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Most companies expect digitalisation investment to
pay back within 5 years

Within 1 year

Average Investment: $837,000 USD’

2-5 years
5-10 years

Average Payback = 4.5 years

Investment expected in digitalisation within next 12 months:

Don’t know

Expected ROI on
digitalisation
investment

$55M - $86M USD

M Within 5 years B In next 12 months 42%
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What does the future look like ?

0.37

Slightly positive
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Innovate

Textile & Apparel:

Three days ® Four events ® One destination
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Disclaimer

This presentation has been prepared for ITMF Annual Conference on 8t Sept 2018. The
presentation is intended solely for the benefit of the attendees, the content is

confidential & may not be disclosed to any other persons or companies.

The presentation comes from our data, knowledge & experience, & the opinions
expressed are solely those of WTiN. They have been arrived at following careful
consideration & enquiry but we do not guarantee their fairness, completeness of
accuracy. The opinions are subject to change & WTiN will not accept liability for reliance

upon them.
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