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China textiles - Key price and operating changes
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dropped slightly to 74% (from 75%). VSF inventory days tighten further
to 12.0 days (from 12.5) as spinners held more VSF stocks. The
theoretical VSF margin for Chinese producers weakened further to
-USD 128/t on the back of higher DP prices and the VSF/DWP spread
dropped 4% wiw (+13% YTD).

B  The Lyocell price was up 2% w/w: The operating rate improved from
50% to 52% as Jiangsu Kinyongta restarted production.

®  DP prices gain further traction: The spot hardwood price is stable at
USD 1,190/t and the DP/pulp spread is currently USD 355/t (this level
generally supports preference for DWP production over paper pulp
production). Chinese DP production for June has been sold out. The
operating rate of Chinese DP mills improved as Hunan Juntai resumed
DP production and Sun Paper maintained DP production. In the import
market, more offers were released for hardwood DP. Two European
pulp mills offered at USD 1,200/t and Thailand-origin pulp was
subsequently offered at the same level.

®m The Uyghur Forced Labour Prevention Act (UFLPA) becomes
effective on 21 June 2022: The act allows US customs to detain
imported goods that are made with forced labour. With importers now
bearing the burden to produce proof of compliance, the US government
is expected to release policy guidance related to textiles using cotton
sourced from Xinjiang. As a reminder, Xinjiang accounts for ¢.20% of
global cotton supply (c.80-85% of China’s production) and the US
imports ¢.15% of its cotton apparel from China.

B China May macro update: Consumer good sales dropped 6.7% yly;
Industrial added value increased 0.7% yl/y; Fixed asset investment rose
6.2% yly; real estate development investment dropped 4% yly for
Jan-May; Commercial residential house sales declined 31.5% vyl/y for
Jan-May; Social electric power consumption rose 2.5% yl/y for Jan-May.
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China hardwood pulp price (USD/t)
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DWP prices (USD/t)

DWP/hardwood pulp spread (USD/t)
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VSF and DWP prices (USD/t) VSF/DWP spread (USD/t)
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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. Analysts at Chronux
Research might have direct exposure to companies they cover. 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. © Chronux Research Pty. Ltd. All rights of Chronux Research Pty. Ltd are reserved.
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