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Textiles Monitor

Continued low fiber pricing impacts the textile landscape.

4
4 l

In this issue
Trend Tracker 1

,,,,,,

Recent
Appraisal Trends 3

|
|
Overview 2
Pricing Trends 4 ‘
Reference Sheet )

Experience 6

Monitor Information 7 |



Trend Tracker
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NOLVs: NOLVs were mixed in the third quarter due
to a variety of offsetting factors. Gross margins were
positively impacted by lower input costs, while
numerous company-specific factors, including
inventory mix changes and declining demand, often

offset or negatively impacted NOLVs.

Sales Trends: Sales were mixed depending on the
market sector. Lower commodity prices and the
decline of the oil and gas industry negatively impacted
sales revenue, while improved market conditions in
the healthcare and hospitality sectors, in addition to
other company-specific factors, drove improvements in

revenue.
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Gross Margin:
Textiles: Textiles gross margins increased based on
lower input prices.
Apparel: Gross margins were mixed due to
declines in vendor pricing, which was offset by
softness in demand at the retail level requiring

increased pricing discounts.
Inventory: Inventory levels have increased based on
company-specific factors, including seasonality and

product mix shifts.

Pricing: Selling prices have decreased due to softness

in demand and competitive pricing pressures.
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Overview

Slow and steady economic improvement continues to drive the textiles market into

2016. With improvements in the gross domestic product projected for 2016 and the

anticipation of a strong holiday retail season, indicators look healthy for the

industry. Demand for apparel continues to keep the industry steady, while low

input costs have kept profits flat in many cases, despite pricing pressures. The

National Retail Federation, FTT Consulting, and Deloitte’s Retail and Distribution

Division all project holiday-period spending gains of 3% to 5% over 2014’s

performance.

While macroeconomic factors continue to aid the health
of the industry, the current industry is largely being
shaped by the cost of inputs. The U.S. Department of
Energy has recently cited gasoline prices hitting seven-
year lows, while heating oil and natural gas have
followed similar trajectories, putting pricing pressures
on synthetic fibers. Cotton pricing has remained

similarly constrained over the past year.

Despite these positive indicators, the industry is not
bulletproof. The textiles and apparel sectors continue
to be plagued by the ills that led to their declines over
the past several decades. Textile and apparel imports
continue to be steady, feeding the strong domestic
demand. In recent years, the rising value of the
Chinese yuan relative to the U.S. dollar made
importation stateside a less attractive proposition,
resulting in concerted efforts to begin reshoring more
textile and apparel production. With the yuan slipping
in recent months, imports are once again becoming

more attractive.

Lastly, the pending Trans-Pacific Partnership could
spark export demand for U.S. manufacturers by
lowering tariffs to importing countries. Should the cost
of importing U.S. goods into foreign countries become
more attractive, domestic manufacturers may begin to
make up some ground lost to cheaper goods

manufactured overseas.
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The figure below illustrates the producer price index,
which denotes the selling prices received by domestic
producers for their output, for textile mills versus
textile product mills. Textile mills include a variety of
processes such as yarn spinning; primary textile
products manufacturing; intermediate yarn processes
such as carding, combing, texturing, twisting; fabric
and thread weaving and braiding; and production of
nonwoven fabrics and textile finishing for both cotton
and synthetic fibers. Textile product mills include
carpet and rug mills; curtain and drapery mills; various
household textile product mills; canvases; cordage
mills; and other downstream textile processes and
products.

Producer Price Indexes

Textile Mills versus Textile Product Mills
November 2014 through October 2015

emt==Textile Mills  ==e==Textile Product Mills
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Recent Appraisal Trends

TEXTILES

Over the course of 2015, GA has observed a wide
variety of factors impacting NOLVs among textile
manufacturers and distributors. As stated in prior
monitors, and consistent with many manufacturing
industries, low crude oil prices have been reflected in
improved acquisition costs, which have benefitted
gross margins in many cases. Cotton prices
continued to fall during the second half of the year
after reaching a peak of $0.73 per pound in May.

The fall of commodity fiber pricing has served to
both improve acquisition costs and put pricing
pressures on manufacturers throughout the industry.
While certain segments, such as healthcare and
hospitality, have shown robust demand, the textiles
vertical has demonstrated flat to soft demand in most
cases. As a result, competitive pricing pressures have
minimized gross margin gains in certain cases and
lowered revenue in many others.

Finally, even in relatively stable markets, individual
companies have occurrences and shifts unique to

them, which can have a meaningful impact on
NOLVs. As we near 2016, shifts in product mixes
and seasonal demand for certain products around the
holidays tend to make a particularly large impact on
NOLVs.
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APPAREL
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industry has mirrored the state of the textiles
industry in many cases during the second half of
2015. Lower commodity prices have continued to
positively impact acquisition costs in the apparel
industry. However, softness in demand in certain
categories has created a largely mixed landscape in
terms of gross margin.

Softness in commodity markets remains the only real

constant in the textiles and apparel market. Similar
to the textiles sector, apparel producers have
witnessed a wide variety of company-specific factors
that have shifted NOLVs positively or negatively.
The impact of lower crude oil, natural gas, and cotton
pricing has found its way to the retail level, with
pricing pressures negatively impacting margins and
sales revenue. While retail demand remains
relatively healthy, the extent has not been great
enough to buoy prices at the consumer level over this
period.
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Pricing Trends

COTTON

According to the Cotlook “A” Index, market prices for
cotton have declined significantly over the past two
years. While a forecasted 3% increase in worldwide
cotton consumption will exert a modicum of upward
pressure on prices, cotton prices will likely remain low
for the time being.

In March 2014, the Cotlook “A” Index stood at $0.97 per
pound before falling to $0.67 per pound by January
2015. Since then, pricing has remained low, with only
minor pricing movements. As of October 2015, the
index stood at $0.69 per pound.

Cotton supplies in 2015 are expected to equate to an 8%
increase over last year’s output. According to
TextileWorld, this marks a nearly 200% increase from
2010. Further, the stock-to-use ratio is forecast to jump
to a record high in 2015, with an estimated full year of
supply in inventory.

While preliminary estimates for 2016-2017 indicate a
slight decline in supply, inventories are still exceedingly
healthy. As a result, the likelihood of significant price
increases is slim over the next year.

The Cotlook index represents the average of the five cheapest quotations for principal upland cottons traded on the

international market:

Monthly Average Cotlook "A" Index Pricing Trend
November 2014 through October 2015
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SYNTHETIC FIBERS While prices for certain segments of the polyester

Consistent with the prior monitor, synthetic fiber
pricing has remained depressed on the heels of
continued low crude oil and natural gas pricing.

Reports suggest that, aside from some brief week-to-
week upward jumps, polyester staple fiber pricing has
declined steadily since the summer. Healthy demand
has kept pricing from falling off a cliff, but with little
impetus for bullish movement, prices will remain
relatively low.
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supply chain such as naphtha, purified terephthalic
acid, and ethylene have shown resiliency in recent
months, which may lead the way for subtle upward
momentum, polyester will likely follow suit as long as
crude oil pricing remains stable.

Similar to the polyester market, healthy demand has
kept pricing buoyant, which has been offset by crude oil
pricing. Caprolactam pricing experienced some
upward momentum in October, sandwiched in the
midst of several months of decline since the summer.

December 2015 — Textiles Monitor



Pricing Trends

APPAREL While import levels remain uncomfortably high, there
has been a flattening-out of foreign-produced garments

With forecasts of healthy consumer spending in the U.S. Further, improved mill efficiencies and

abounding, the domestic apparel market will be in good investments in new plant and equipment technology

have improved production costs. These factors will
likely contribute to the continued health of the apparel
manufacturing industry, but barring another unlikely
precipitous decline in fiber input costs, projections for

holiday spirits this winter. As stated, major outlets are
reporting 3% to 5% year-over-year retail sales increases
during the winter holidays. It’s not just the holidays
that are boasting healthy spending; retail sales of
apparel are up in general, with a nearly 5% year-over- improvement in 2016 remain modest.
year increase in October 2015. Further, the healthy
demand has served to deplete inventory levels, keeping

pricing buoyant.

The figure below illustrates the apparel producer price
index, which denotes the selling prices received by
domestic producers for their output. Decreasing input
costs resulted in a decline in the producer price index in
the second half of 2014. However, the trend reversed
early in 2015, quickly climbing back to the highs seen in

As stated, low fiber costs will continue to drive profit
margins on the domestic manufacturing front. New
releases by the government indicate a 4% increase

among apparel manufacturers’ bottom lines. However, mid-2014.
it bears mentioning that margin increases among
apparel producers remain lower than their textile
counterparts.
Apparel

Producer Price Index
November 2014 through October 2015
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Textiles and Apparel Reference Sheet

Pricing trend changes for October 2015 versus September 2015 and the third quarter of 2015 are as follows:

% Change
Commodity
From September 2015 From Q3 2015 Average

Cotton - (3%)
Synthetic Fiber Feedstocks
Crude Oil 2% -
Natural Gas (12%) (11%)
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Experience

GA has been involved in the liquidation of select industrial manufacturers and wholesalers such as Atlas Textiles,
Garment Services, Seatco, and Textile Alliance, store locations for Jo-Ann Fabrics, Hancock Fabrics, and A.C.
Moore, and numerous apparel retail stores such as Kids Mart, Clothestime, Mervyns, and Eddie Bauer. Other
industrial machinery and equipment liquidations include Alfani Shirts, Barth & Dreyfus, Belding Hausman,
Linens & Things, Rock and Republic Jeans, Teddi of California, and Textile Alliance. GA has worked with and
appraised numerous companies within the apparel and textiles industry, including industry leaders within each

category. While our appraisal clients remain confidential, GA’s extensive list of appraisal experience includes:

1 One of the world’s largest integrated producers 1 A manufacturer of cotton-nylon greige fabrics
of synthetic fibers, with annual net sales used in the design of military and fire retardant
exceeding $3.0 billion. apparel.

71 One of the largest manufacturers of performance 71 One of the world’s leading manufacturers of
synthetic fabrics, offering over 480 styles of performance synthetic fabrics, offering over 480
synthetic fabric with varying weights, textures, styles of synthetic fabric in varying weights and
and technical functions. textures.

1 A wholesale distributor of imprintable apparel, 1 A designer and manufacturer of various home
including t-shirts, fleece apparel, sports shirts, textiles, including linens, sheets, towels, aprons,
headwear, and athletic wear, with net sales uniforms, curtains, and pillows, among many
exceeding $700 million annually. others.

1 Anindustry leader in textile and chemical 1 Producers of various apparel types, including
products, which include denim, dyed fabrics, headwear, sweaters, and sporting apparel.
and flame retardant fabrics for use in apparel and 1 A manufacturer of tufted carpets from synthetic
home furnishings. fibers serving residential and commercial

71 One of the US’s foremost producers of retail applications.

fabrics, specialty fabrics, and craft products,
manufacturing goods in a wide variety of
synthetic fibers.

GA also maintains appraisal experience involving more regionalized and specialized companies, allowing for the

utmost depth in our valuations:

1 Textile spinning mills producing fabric for the 1 Manufacturers and distributors of cotton,
apparel, automotive, and home textile industries. polyester, nylon, and acrylic fibers and specialty

1 Distributors of fabrics for furniture, apparel, and fabrics for various industries.
other applications. i Spinners of cotton yarn.

1 Manufacturers and distributors of apparel, rugs, 1 Manufacturers of performance synthetic fabrics.
and other woven fabric products. T Retailers of textile products and apparel.

GA has also conducted a wide variety of appraisals of textile machinery. Some of the most recent appraisals
included a large producer of polyester and nylon yarns; several non-woven textile manufacturers from a variety
of industrial sectors; carpet manufacturers; and manufacturers of apparel and other fibers and fabrics.

In addition to our vast liquidation and appraisal experience, GA maintains contacts within the Textile and

Apparel industry that we utilize for insight and perspective on recovery values.
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Monitor Information

The3 1 RUDOI tblates@édBridtidnicovering most textile and apparel products, including industry
trends, market pricing, and their relation to the valuation process. GA provides our customer base
with a concise document highlighting the textiles and apparel industry. Due to the commodity nature
of certain textile products, as well as the commodity nature of inputs used in synthetic fiber
production, timely reporting is necessary to understand an ever-changing marketplace. GA strives to
contextualize important indicators in order to provide a more in-depth perspective of the market as a
whole. GA internally tracks recovery ranges for cotton fabrics and apparel, greige goods, specialty
textiles, synthetic fibers such as nylon and polyester, and a wide variety of apparel in all price points,
but we are mindful to adhere to your request for a simple reference document. GA welcomes the
opportunity to make our expertise available to you in every possible way. Should you need any
further information or wish to discuss recovery ranges for a particular segment, please feel free to
contact your GA Business Development Officer using the contact information shown in this and all
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Appraisal & Valuation Team

BUSINESS DEVELOPMENT OPERATIONS

Mike Marchlik

National Sales & Marketing Director Ken Bloore

Chief Operating Officer
kbloore@greatamerican.com
(818) 884-3737

mmarchlik@greatamerican.com

Ryan Mulcunry
Executive Vice President - Northeast Region, Canada & Europe Bill O’Brien
rmulcunry@greatamerican.com Director

bobrien@greatamerican.com
David Seiden (781) 429-4073

Executive Vice President, Southeast Region

dseiden@greatamerican.com

Bill Soncini MACHINERY & EQUIPMENT

Senior Vice President, Midwest Region

" bsoncini@greatamerican.com

Michael Petruski
Executive Vice President
Drew Jakubek . .
) ) ) mpetruski@greatamerican.com
Managing Director, Southwest Region
(818) 884-3737
) djakubek@greatamerican.com

Marc Musitano

Chief Operating Officer
mmusitano@greatamerican.com
(818) 884-3737

Jennie Kim
Vice President, Western Region

jkim@greatamerican.com

Dan Williams
Managing Director, New York Region

dwilliams@greatamerican.com

About Great American Group

Great American Group is a leading provider of asset disposition solutions and valuation and appraisal services to a wide range
of retail, wholesale, and industrial clients, as well as lenders, capital providers, private equity investors, and professional
services firms. In addition tothe 3 1 B UD Ol G al€d Prbviiiés\dlients with industry expertise in the form of monitors for
the chemicals and plastics, metals, food, and building products sectors, among many others. For more information, please visit
www.greatamerican.com.

Great American Group, LLC is a wholly owned subsidiary of B. Riley Financial, Inc. (NASDAQ: RILY), a diversified provider of
collaborative financial and business advisory services through several subsidiaries, including: B. Riley & Co. LLC, a leading
investment bank and a FINRA & SIPC member, which provides corporate finance, research, and sales & trading to corporate,
institutional and high net worth individual clients; Great American Group, LLC; B. Riley Capital Management, LLC, an SEC registered
Investment Advisor, which includes B. Riley Asset Management, a provider of investment products to institutional and high net
worth investors, and B. Riley Wealth Management (formally MK Capital Advisors), a multi-family office practice and wealth
management firm focused on the needs of ultra-high net worth individuals and families; and Great American Capital Partners, a
provider of senior secured loans and second lien secured loan facilities to middle market public and private U.S. companies.

B. Riley Financial, Inc. is headquartered in Los Angeles with offices in major financial markets throughout the United States and
Europe. For more information on B. Riley Financial, Inc., please visit www.brileyfin.com. For B. Riley’s research access, please contact
a B. Riley representative at 310-966-1444.

Headquarters
21860 Burbank Blvd. Suite 300 South
Woodland Hills, CA 91367 800-45-GREAT www.greatamerican.com

GREAT AMERICAN GROUP. December 2015 — Textiles Monitor


http://www.greatamerican.com

