China’s textile industry: development and outlook
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Current development of China’s textile industry
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China’s textile industry is an important contributor to the world
)) In the fight against COVID 19
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steady progress

)) Under pressure, China’s textile industry makes smooth and
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development of textile industry

)) China’s textile machinery industry supports firmly to the
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China’s textile industry is an important contributor to the world in the fight against COVID 19
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€ In 2020, China’s textile export amounted to US$ 154 billion, accounting for 43.5% of the world total textile export ; meanwhile,
China’s apparel export totaled US$ 142 billion, accounting for 31.6% of the world total apparel export . Among the world’s top ten
textile exporters in 2020, only China and Vietnam reported positive growth. China saw a 29-percent growth.

& 20204F, RESEAMEO1540(23ET, G2EKRGEARBOMN43.5%; REFEHO1420{23E7, G2BKIREHOAY31.6%,
2020 RBARBOBII0ER (thKX) PRRXPESHESEIYIEEK, PEIBKIEEIX29%,

The world’ s top ten apparel exporters in 2020
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The world’ s top ten textile exporters in 2020
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Hi ER (#X) OS8  4oeis’o) 00FESE  HE ER () HWOSH  HOGE  2020FETH
(12%=7T) B3tk (%) (12%=7T) (%) B3tk (%)
1 China B 1540 435 1 China fE] 1420 31.6 7
2 EU BERER 640 18.1 -3 2 EU EXB8 1250 27.9 -8
3 India EN[E 150 4.2 -12 3 Vietnam i#iFg 290 6.4
4 Turkey THE 120 3.3 -1 4 Bangladesh siliiE 280 6.3 -15
5 USA EH 110 3.2 -15 5 Turkey THH 150 3.4 -6
6 Vietnam #i 100 2.8 @ 6 india EDEE 130 2.9 24
7 ROK E5[E 80 2.2 -15 7 Malaysia B5EFEIE 100 2.2 73
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10 Japan H& 60 1.6 -14 10 Indonesia ENERRFEIE 80 1.7 -12
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Under pressure, China’s textile industry makes relatively smooth and steady progress
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In the first nine months of 2021, the value In Jan. to Oct. period, China exported US$ 256.53 bil. worth | In the first three quarters, fixed-asset
of textiles and apparel, up 6.7% year-on-year (but down 1.3% |
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| if calculated in CNY), The export of apparel totaled more | | different rates, and recovery of investment |
| than US$ 138.85 bil., up 25.2% (or 15.8% if calculated in CNY) | | varied in different regions. |
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I year-on-year growth of 6.3%. Most sectors
| of the textile chain reported growth.
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China’s textile machinery industry supports firmly to the development of textile industry

FREGRNMATIIF =R RAS R 7 B 713215

China’s import & export of textile machinery totaled more than US$ 6.16 billion in the first three quarters, up 14.25% year-on-year.
The import grew 29.15% year-on-year to US$ 2.65 billion, and the export increased by 5.25% to US$ 3.51 billion.

2021£E1-9 ARESANMHE O/ 28/961.55(25%x, FLEER14.25%,
Hep, $ANMiHO26.47{(2rk, FLLIER29.15%; th35.08{Z5Ewk, FELIERS5.25%.

China’s import of textile machinery in the fi'f_‘St 'E_r_lree quarters of 2021 by supplier China’s export of textile machinery in the first three quarters of 2021 by destination
2021£F1-9 APES RN ZERTIEXEOER 2021£F1-9BhESSHMIZESMtE B OSR
. . . . Y-o-y growth . N . . Y-o-y growth
Ranking Supplier Value (US$ 100 mil.) % in total in value (%) Ranking Destination Value (USS 100 mil.) % in total in value (%)
= e % o == - % °
Hi= ExR (#X) 8 (25=m) FRaLbEE (%) SHELL (%) HER ExR (tKX) &8 ({2%m)  FRGLLE (%) ST (%)
1 Germany BE 8.37 31.62 24.84 1 India ENEE 6.38 18.20 83.58
2 Japan A 8.25 31.16 6.64 2 Vietnam #%E5 3.75 10.68 14.42
3 Italy AT 2.40 9.05 85.84 3 Pakistan EBEHIE 3.08 8.79 163.00
4 France j%E 1.52 5.76 66.83 4 Turkey THE 2.95 8.42 23.64
5 Taiwan, China FE&Z 1.34 5.06 56.73 5 Bangladesh ZNHiE 1.93 5.51 30.71
6 Other countries/regions 179 e e 6 Other countries/regions 1558 AT i
HittExR#NitX ' ' ' HittE RNt X ' ' '
China’s sh in alobal textil hi hi tin 2020 (b hi ¢ ) Source: CTMA. ¥ KIR: HEZILHM&.
ina’s share in global textile machinery shipment in y machinery category B chinet B Other countries/regions SRR ALK
2020 RGANMBIEESPRIPEGLL (RBGENMSER)
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
GOPHKS  Spinning Machines-Long:staple  3E11372NN
GYH-SRG Spinning Machines-Rotors 65.30%
GiHLIgS  Spinning Machines-short-staple |5 V-1 7
B LLH- BT Drawtexturing Machines-Double Heater 71.80%
B NS Drawtexturing Machines-Single Heater 63.20%
FUENR-TTAR S Weaving Machines-Shuttleless Looms 70.90%
KEHL Large Circular Knitting Machines 52.80%
BEFL- - THEHL Flat Knitting Machines-Electronic Flat Knitting Machines 38.10%
SRR - LR Finishing Machines-Fabrics continuous 34.45%
JE R IR 4% (AR Finishing Machines-Fabrics Discontinuous 68.56%

Source: ITMF.  %#3kI8: ITMF,



The world situation presents high complicity and uncertainty
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‘World economic recovery is full of difficulties and lacks of long-term growth momentum
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Consensus on opening-up has somewhat weakened and trade regionalization become

\ anew feature
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))The deep penetration of digital economy brings along profound changes to global

iIndustrial pattern
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)) Green-oriented transformation takes greater strides, rebuilding the industry’s
competitive advantages and rules
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Economic recovery is full of difficulties and lacks of long-term growth momentum

€ World economic recovery is full of instability and
vulnerability. Economic prospects of different countries
present a polarizing trend.

¢ HRIFEHFEARENRSSE, FREREFIREMDLEES.

& Manufacturing PMI and services PMI, though still
stay in the expansion range, edged down in the

third quarter.
¢ HIiEWSERSIAIPMIIEN KKE, (BE=FEEK.

IMF revised global growth forecast in October

IMF10 B XIS EEFHE I FRERRIZEIL 1B
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Consensus on opening-up has somewhat weakened and trade regionalization become a new feature
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The World Openness Report 2021 shows that the World Openness Index declined from 0.779 to 0.748, or 3.98%, from 2008 to 2019,
indicating a weakening global opening consensus.
Globalization enters in a new phase, at which, efficiency and safety becomes important references for the industry’s distribution.

(HFRFRIRS2021) RR20085F-20194F, HRFFMISEMO.779TEE0.748, EXiE/H3.98%. LERFFRELIASE.
SECHNFIER, AESRERAFIHRNERES.

Among 129 major economies from 2008 to 2019, e — o oo oo e, .
2008-201 9£E|EIQISR1 29’|\EE§2§§,*.MSFF World openness index Th(_a openness mdgx of the _China’s openness index :
: dropped United States declined increased
| SRR TR EEFHYEETbE: FREFEEIRH
102 2 BN 09328 //0.7420
" openne: e enness 0.748 0.7666 0.6768
A e b 2008 2019% 2008% 20197  2008%F 2019F .

Source: The World Openness Report 2021 #iEskiR: (HEFHIRE2021)

@®Regionalization has become a new feature of globalization O Multinational enterprises will pay more attention to local and regional development
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» Adjustment made to the global distribution of suppliers by consumer goods enterprises and retailers
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Source: WTO  #iEskiR: WTO, Source: Capgemini #{ESJ&: Capgemini
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OlIndustrial digitization has become an important development
orientation of global digital economy.
O EF R A2 BRF RN EE LR,

Global development of digital economy in 2020.

2020F £ HEFEFRERR

\

Share of other factors in GDP
H{th FGDPLLE

Share of digital economy in GDP
WFLEFEGDPLLE

m Share of digital industrialization in

digital economy

HFEIE G EFETLE
Share of industrial digitalization in
digital economy
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O Datasharing, circulation and transaction have become important issues
of international competition-cooperation

O BESEERFN. Rl KBIEERPEFRSHESEINE,

*The EPA signed between UK and Japan adds an article for
digital trade to ensure data free flow between the two countries.
- (ZEHEEEFMERFEDE) BHRFRBENIIEREK, LIBHRAE
BRI E RN,

*RCEP defines the basic principles for members to formulate
cross-border data flow policies under e-commerce.

- (RiEEEFAEXRFNE) FIRHEFBHS TSR TIEHIEEER
MABERAVEARRN,

Data sovereignty

RERL

People-oriente
data

SIRABL

Number of?ountries/regions that have formulated Iavv\.‘\
on data protection and data privacy
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The deep penetration of digital economy brings along profound changes to global industries

OThe expansion of digital gap has further intensified the Matthew
effect of economic development.

OHFIEANEFENSET X, HEEEFRRNIANURH—ZINR.

Scale of digital economy in different countries categories in 2020

2020 F £ HAREIERYFEFMURER
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Proportion of digital economy in different countries categories in 2020

2020F LERARBERNHFEFTGILIER
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AR KERESR AREFERKEER
Source: China Academy of Information and Communications Technology. FHIEER: FESRESHTRMR.
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O Climate change has become a common challenge faced
by industries worldwide

O SEZHCAZEKF A RHEIGRITERb.

Global Risk Perception Survey 2021: Four of the
top five global risks are related to the environment

SERIHEAKN,

. CcoP26

The US-China Joint Glasgow
Declaration on Enhancing
Climate Action in the 2020s

| (SBRRIAMER2021) :
| IRTRIAMIIMEE %

ate actio Ex.treme Human «#‘%*?TZ‘I E.Q-EZOE
failure c""lite environment KRt SURTTEHROFSKRIER
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Green-oriented transformation takes greater strides, rebuilding the industry’s competitive advantages and rules

OThe process of climate legislation is speeding up worldwide

O £IXSURILEHIEARERINR.

By April 2021, 33 countries (accounting for 66% of total global
carbon emissions) had promulgated or proposed relevant acts, or
introduced policy documents.

#X2021F48, BA3BMER (HEEKKHHIEE66%) MRV
HAXERE, i aBER

By March 31 of 2021, 41 countries, who account for ¥4 of global
greenhouse gas emissions, had made efforts to promoting
carbon pricing at national or sub administrative level.
#3x202163831H, H2KRESEHNEE1/48941 1 EREEE
FREHEX—RITHEEIERRER .

Carb_or_l By 2025, about 75% of the global carbon emissions are
supervision expected to be subject to strict regulation.

RIS E FRit3120254, LIRA75%IRHBTEEEMA TSRS

Source: BCG. BEEE: KRS,

Climate
0 e
legislation
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L BCarbon pricing

O As far as green investment is concerned, the investment in ESG field grows at the fastest pace.
The capital market attaches more importance to long-term and responsible investment.

0 SBIREFH, ESCHINRFEIRKER, EFHnEMIERISRSEENRE.

Value of global sustainable investing assets uynit: uss billions

|mpact/commun|ty investing

S Bl o 19771 2016- ZOZOEmM
o) 15064 15030
1 43 /O f 8385 9835 10504 10353
2016-20204F
248 444 352 g1g 1842 1384 276 1018 1948 -
I e— I
/A XIZE R/ —RNRE AISEER R RIS LEASS5HIRSFTE GAE/HEBRTSIE H“ﬁ HmiaE
posntwe}best-m-class screening sustainability themed investment

=2016 =2018 =2020

605% 4

25195

corporate engagement/shareholder

negative/exclusionary screening
action

Inter ion

Source: GSIA HUEFRIR: SEKAMFEULEERR
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Approaches and practices of China’s textile industry
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Develop extensive and in-depth global cooperation
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BUiId a data-driven agile manufacturing system
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Establish a synergetic and high-efficient platform economy

E5M, MRSBEITFEES

Promote green-oriented transformation in whole product lifecycle

FRE, 2FmARNZaEE

Empower industrial innovation with by establishing norms and standards
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Develop extensive and in-depth global cooperation
e, ZENNEERSIE

O China’s textile industry continues to optimize capacity distribution both at home and abroad, and by
integrating and utilizing global high-quality resources, to upgrade the global textile value-added chain.

O RESHRTIHSEAEEIRIN=EERR, BEFIASIKRMRREIR, HalSKRGR~=IiEiEEIHE.

Chinese textile enterprises have set up overseas textile and apparel Countries along the “Belt and Road”, especially those in Southeast
production, trade and designing enterprises in more than 100 Asia and Africa are major areas for textile industry’ greenfield
countries and regions around the world. mves_’:rent. . _ . _ .
FREEIEBIMNSZIBRIRRE”. BBNFmigitEls®m —w i i EFRRE SR HE M X E R SRS
Eigid 100/ E xRt X, A/ R E A X,

. @ In the first half of 2021, the textile industry
invested US$ 950 million overseas, up 101.3%
' 5 ear-on-year, accounting for 11.5% of the total

- 1 01 .3% )(;utbounﬁ investment ofgChinese

manufacturing industries.

_ : & 2021 FF, TIRIIMREIX.5(25%TT,

4 _ ;. [ELEBK101.3%, SEHEAEERSWIIIMR
nar: Vietnam: cotton textile ﬁtbi11-5%o

including color-spun,

......................................................................................................

R B (AR, &R 2000 to now has totaled more than
»Eﬂﬂﬁ% : US$ 11 billion. These investments 1 1 0 (75T
’: _ mainly go to countries and regions : <70

along the “Belt & Road”. :
: & 2000 £ELAE, fTUXIMEIERE
. BEEE 110 2%k, EERE “
—F—Ig" IREERNEX. 5

:. ............................................................................. S‘OUrCe: CNTAC. %ﬁﬁﬂ%ﬁ- EF'?)‘EI‘H*‘:

SR fanm. e
Thm. P, R SRIBH
B8RRI
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Build a data-driven agile manufacturing system

BEL, SEIXEIRISRIEHIS

1
E € New-generation information technology promotes the digital transformation of the supply chain, and helps to establish a flexible manufacturing system ]
] where supply and demand sides are accurately matched, various resources effectively linked and all elements interconnected. i
i i

¢ F—USSRAMENHMGERIE AR, IERREFERELI. FRSMitE. EEaREENEESISEAR.

4 Digital transformation has solved such problems as information opacity and low operating efficiency often seen in supply chain and facilitated quicker response to market.

¢ DEFHEERBENEEEAEN. SENEFEFEE, L7 ERENTHIEREL.

China textile industry in 2020:

2020£F, #54RTTIK « Time to market of a product
Lower operating

SHEIN ' =zjits remees
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Proportion of digitized equipment
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by 2.6 percentage points
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i o] 2% 9 ) forecast
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Source: Zheshang Securities Institute

Source: CNTAC, Accenture #UESEE: hELSEL, RIFH. HUESRIR: SIS,

~,

@ Yelin Textile is setting up big data platform and
developing business closed-loop and data closed-
loop, hoping to establish a “manufacturing on
demand” flexible fabric production mode.

& WIAHARIEASEARIETS, 1TEWSHRR IR,
THLER N SN ISR B R,

\ Equipment intelligence Organizational synergy y oo :
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Establish a synergetic and hlgh -efficient platform economy
lU“t mnnﬂﬂﬁ" -IIJI

With the support of new infrastructure such as industrial internet, an industrial system that features collaboration among small, medium and large enterprise,
cooperation among producer, supplier and distributor, and integration of various factors is rapidly taking shape.

AT EEXRIERA&MEASZIE, K aliE, ~=i#EihRE, SERRRIFISRINERR.

O The utilization rate of industrial cloud platform of textile industry reached O 41.7% of enterprises in textile industry are involved in networked collaboration in
50.0% in 2020, higher than the national average level. 2020, higher than the national average level.
020204, FHRITITIAFERAZRIAFI50.0%, EILEFEIKE, 0 2020¢F, SHRTIWEMMEEINRAEIVELHIEE41.7%, EBiZLEFIFKE,
% of textile enterprises in utilization rate of industrial cloud platform in 2018-2020 % of textile enterprises involving in networked collaboration in 2018-2020
2018-2020FHRITI T RFERAFE (%) 2018-2020&F 44TV SCIRRLEL IR BT B AVELEI (%)
O 2521 Textile industry e==Om== 4[] National average e 47241 Textile industry O 4:[F]  National average

427 a3p 452 454 456 464 469 469 474 49.0 500

O—OW 35.4 35.5 36.9 37.6 37.9 38.5 39.4 39.8 40.3 40.3 41.7
48.6 o_o_o—m-##a#

433 435 439 442 444 448 459 460 466 478

2108Q1 2108Q2 2108Q3 2019Q1 2019Q2 2019Q3 201904 2020Q1 2020Q2 2020Q3 2020Q4

Source: Data Map for Integrated Development of Information Technology and Industrialization in China’s Textile Industry (2020)
Bk b EZIZUT P A R SRR (2020) .

O Industrial internet has become an important incubator for turning SMEs into “little giant enterprises”.
O T EEARREA3ZIERNEIFR “EiRSH" EENEELIE. ..

Huafu Ada Global Hosiery Internet Platform integrates resources of

Scatter diagram of market space for industrial internet the hosiery supply chain based on digital design. It connects yarn

HUREA T RAk LG RS M TWERMTS, $HE F FRESOLEB1FR,

Source:China Industrial Internet Research Institute $4E . E Tl B I BT 7T Bt R e s s . s s s e s s s . . J
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Promote green-oriented transformation in whole product lifecycle

BERL, SFREENEEEE

From materials, energy and manufacturing to recycling, a green, low-carbon and circular industrial system and governance system
is rapidly taking shape.
ME3EL, FRgE. HISEIEMY, Fe(RIREAFAF RIS ZINERZR.

In the 13th Five-year Plan period: “+=H" Hjl&

energy consumption A srliset -
0; ; dlscharge and ammonla nitrogen

Pollution

i intake per Waste Discarded textiles are
Raw Organlc cotton Ene.rgy 10.000 t Energy Secondary energy Water Water intake p
aterials BHASTE efggécy p:lrue /00U yuan outp st;:gc;%re accounts for 72.5% cor:_ser- 12|,Og% gu?‘nliuégyt resig(;:n emission of textile industry "‘E"ﬁe’y f:l:;e:ci recovered and
Regenerated polyester FarEsatsET ¥y —IREEE LA _\::_ ion  value dow ) 5 dropped by more than 10% 5 N
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Enterprises enrol!ed in the list of green manufacturing Low-carbon \ 1 I LOW carbon (ﬁj Julian Environmental PrO.teCtlon. Co., Ltd df.'velops circular
system construction of the MIIT since 2016 \ /, public welfare economy and sets up a circular industrial chain for waste gas
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E BxIRE disposal and hazardous waste treatment.
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Green design an ~
d g: Greetn > — — - € Shenyuan New Material Integrated Industrial Park is designed )
products factories - . for green production based on totally enclosed operation. In
Feigit BT ’, .ISCC.*|IE$ this park, water resources are reutilized and waste gas turned
=1 to reusable thermal energy.
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orori pilot enterprises (=R (R RISE 4 Chenfeng Group has established new green partnership with™\
enterprises HEigit an " upper-stream suppliers, aimed to promote the green- and low
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China Fashion Industry Climate Innovation Action (2030) 9 (R IR TS B IRPREEE, )

and Carbon Neutralization Acceleration Plan (2060)




Empower industrial innovation by establishing norms and standards

Hiett, LAVEIgUFERiReE =L elFh

O The textile industry is very active in innovation. Measures and mechanisms for intellectual property protection further developed.

O ZHRTIEIFMNERR, EISERIRFIURIFRITEHEEISEINRZR.
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75.9% ‘ ’

‘14 4%

Number of textile and apparel
enterprises enrolled in the list of
National Intellectual Property
Demonstration Enterprises and
Intellectual Property Superior
Enterprises

Proportion of textile and
apparel design patents in
national industrial design
patents in 2020.

2020£FBRIREIMR | = AR
BHENESEINLE iﬂ%ﬁﬁa ﬁﬂg
it EFSEE VI3

Textile-related projects in
the first to fourth
catalogues of
representative projects
of state-level intangible
cultural heritage
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Representative inheritors
of state-level intangible
cultural heritage that are
working in the textile
field
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Filings and growth rate of pattern
copyright protection in Kegiao
district in January-Many of 2021

Textile pattern infringement cases are decreasing year by year
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O Effective intellectual property protection has become a main impetus for brand construction and technological innovation of textile industry
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Development of Tmall Fashion IP authorized products in 2020 Number of patent owned by “little giant companies”
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t 1P ducts i db number of IP product buyers increased by ) . ) ) )
el g Number of National Science and Technology Service Platform of China’ s Textile Industry by the End of 2020

Retail sales of IP products in China amounted
to CNY 110.6 billion in 2020
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Source: China Academy of Textile Science. BRISEIR: AR



II Position of China’s textile industry in the 14" “Five-year Plan” period
“+A" BIHAREISRITIE

China has accelerated the construction of the new development pattern featuring positive interplay
between domestic circulation and international circulation.
China’s textile industry has defined its new position consequently in the 14" Five Year Plan period.
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Outlook of China’s textile industry HI[E4540 TUVA9FEEE

Build a more open cooperation system ® Create a higher-quality innovation system

FSEMFMBSIER SR
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Intensify the efforts to make major breakthroughs in core technologies, strengthen

Strengthen regional collaboration and jointly improve the resilience and original innovation and basic research.

S B O SR AT © INRSREEREEA, BARGEFHSERTAT
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UHEEIZEW}IE. ;H;Eﬂ1§miﬁﬂgﬂllﬁsﬁéquzo +  Demand-oriented, market-oriented, construct platforms for transformation of textile
*  Promote the docking and cooperation with international products, sci-tech achievements, facilitate the industrialization of these achievements.

production capacity, brand and capital. N gEj::l:EE, al-'J I—.E%ar] P*Eéﬁ*“ﬂ?i‘iﬁﬁ 7 L 1 N
cuction ! T Kken SM, RENTS, (BRI
- EENERER. RS S EANTHES AL, rripriinec wE
L] i - °
Zg\éz‘fﬁsetrigo CRVEIP ERTTBIEIE HERE Ee) HOIER EUE B2 CEss J0ltas . Strengthen the development of fashion creativity, and boost brand support and
: cultivation ability.

© IMRARRERE RSN RILSHREL o . IEERNOIERE, AR SIEELS.

Develop a more efficient manufacturing system Establish a greener industrial system

FISEANENHIEE R FIISENFERIF=IE R

Step up efforts to develop automatic, digital and intelligent textile equipment and

promote faster construction of intelligent production line and smart factories. : Deglopﬁrﬁggnétgﬁv-cgﬁﬁ;g%mgy for the whole lifecycle of products.
- IEEEENME. BF. BEHRESHR, INREEEE~Z. Sl 2 %, a2 Ean ] > .

i8 . Encourage green consumption and sustainable fashion

Make a major push to develop new production modes such as mass customization . ﬁﬂ]ﬁ@;ﬁﬁ'—ﬁﬂﬁﬁﬂ?ﬁlo

Focusing on China’s carbon peaking and carbon neutrality targets, develop a

and service-oriented manufacturing, and advance the integration of manufacturing . - °
green and low-carbon circular industrial system.

economy with service economy, scale economy with scope economy.
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. Promote the construction of industrial internet and develop platform economy. . = o s
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"~ One Chinese ancient poem says:
“When a good chance comes,
. don’tletit go, but seize it!”
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