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Key message: VSF, cotton & polyester all in the green. VSF vitals
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m  Key YTD moves: Polyester +21%; HW DWP +38%; China-origin
DWP +30%; medium-grade VSF +11% and high-end VSF +13%. In
contrast, Lyocell is down 5%.

® VSF trading mood finally shows signs of improving after weeks
of sustained pricing pressure: Sateri and Tanshan Sanyou were
both quoting in excess of RMB 13-13.2k/t for medium-grade VSF.
The VSF operating rate jumped from 67% to 72% as some VSF
plants in East China came back from maintenance. VSF inventory
days dropped slightly to 27 as spinners increased the pace of
accepting new deliveries. The VSF/DWP spread improved by 5%
w/w but is down 7% YTD. The theoretical VSF loss for Chinese
producers narrowed to -RMB 442/t (+43% wi/w). With August usually
being the peak season for VSF demand, the outlook for VSF pricing
is bullish and likely to increase.

® Imported hardwood DWP prices finally see some pressure,
tracking VSF weakness in the past few weeks: In China,
operating rates at DWP mills dropped further as Sun Paper
(Zoucheng) was producing paper pulp, while Hunan Juntai was
selling down DWP stocks. Based on current dynamics, hardwood
supply is sufficient, and with lower paper pulp prices, further
weakness is expected.

China Textiles — Key price and operating w/w changes

Price details (CNY/t) 31-Dec 02-Jul 09-Jul  YTD average |%/bps wiw chg. |YTD %/bps chg.
ZCE cotton contract 15200 16 285 16 355 15 590 0.4% 7.6%
Polyester: PSF 1.4D *38mm 5 885 7000 7100 & 853 1.4% 20.6%
Cottonseed 2800 3600 3600 3z271 0.0% 28.6%
Cotton linter 2670 4250 4600 3514 8.2% 72.3%
High-quality cotton linter 3790 5800 6300 4 845 8.6% 66.2%
Industry-grade refined cotton 7 890 10 400 11100 9281 6.7% 40.7%
Food-grade refined cotton 8790 11 380 11 800 10 192 4.0% 34.2%
Hardwood DWP (USD) 730 1050 1010 1018 -3.8% 38.4%
China BHKP net (USD}) 449 773 759 693 -1.7% 52.2%
DWP/pulp spread (USD) 231 277 251 326 -9.6% 8.5%
Softwood DWP (USD) 780 1160 1160 1087 0.0% 48.7%
China-origin hardwood DWP 6000 7980 7 800 7 969 -2.3% 30.0%
China-origin hardwood DWP (USD) 917 1230 1200 1229 -2.4% 30.9%
Hardwood DWP spread: origin less import (USD) 187 180 190 211 5.8% 1.6%
Medium-grade VSF 11 500 12 680 12750 14 015 0.6% 10.9%
UsDit 1758 1954 1962 2161 0.4% 11.6%

Medium-grade VSF/HW DWP spread (USD/) 1028 904 852 1142 5.3% -7.4%
High-end V&F 11 380 12 800 12 900 14 258 0.8% 13.4%
Lyocell fibre 15920 15650 15200 16 255 -2.9% -4.5%
Bright filament yarn 35400 34 500 34 300 35694 -0.6% -3.1%

Dull filament yarn 35800 36 200 34 800 37 254 -3.9% -2.8%
Bright filament yarn 25400 25000 24 750 25948 -1.0% -2.6%
Rayon yarn: Ring-spun R30S 15300 16 200 17 150 17 752 5.9% 12.1%
Rayon yarn: OER10S 12 300 13 300 13 600 14 646 2.3% 10.6%
Rayon yarn: MVSR405 17 200 17 150 18 000 19 047 5.0% 4.7%

VSF plant operation

Operating rate (%) 7% 67% 72% 73%' 500 | (500)]
Physical inventory days 13.0 275 27.0 17.6 -1.8% 107.7%
VFY plant operation

Operating rate (%) B85% 73% 73% 829 - | (1 200)
Inventory days 110.5 106.0 107.0 102.5 0.9% -3.2%

FX
[usD/irRME 6.54 6.49 6.50 648 | 0.2% | -0.7% |
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Disclaimer:

This report is not investment, financial, accounting or tax advice and is provided for information purposes only. In preparing this report we did not
take your specific needs and investment objectives into account. Any prices or quotations provided are indicative only and may not be used or relied
on for any purposes, including valuation purposes. Opinions expressed in this communication may change without any notice. This communication
is not a solicitation to buy or sell any product. To the extent permitted by the law, Chronux Research Pty. Ltd. and/or the author(s) accept no
responsibility or liability (in negligence or otherwise) for loss or damage resulting from the use of or relating to any error in the information provided.
This information has been prepared in good faith and is based on information obtained from third party sources. Any modelling, scenario analysis
past or simulated past performance (including back-testing) contained in this information is no indication of future performance. This product may
not be eligible for distribution in all jurisdictions and is directed at institutional investors who have professional experience as defined by the
applicable law and/or regulation in the relevant jurisdiction. It is not for retail investors and may not be distributed into any jurisdiction where the
information is not permitted. This communication is for the intended recipient only and if you have received this communication in error or in an
unlawful manner the report must be destroyed, and the author notified immediately. These disclaimers and exclusions shall be governed and
construed in accordance with South African law. If any provisions of these disclaimers and exclusions shall be unlawful, void or for any reason
unenforceable then that provision shall be deemed severable and shall not affect the validity and enforceability of the remaining provisions. ©
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