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About Us

RNCOS, formed in the year 2002, aims to outsource all your business needs and serve your
customers in their quest for the information. RNCOS is transforming the concept of
‘Outsourcing’ by adapting it into a strategic management preference to attain world-class
operational excellence and competitive advantage.

RNCOS specializes in Industry intelligence and creative solutions for contemporary business
segments. Our professionals study and analyze the industry and its various components, with
comprehensive study of the changing market behavior. We provide corporations with an
insight of the ‘industry, competitive and market’ necessary to compete in today's business
environment. Additionally, our team focuses on the cause and effect relationship between
federal and state regulations and the industries affected by regulation.

The company also works closely with small and medium sized consultancy firms, in various
industry sectors. We assist in back-end research and data gathering processes. Our accuracy
and data precision proves beneficial in terms of pricing and time management that assist the
consultants in meeting their objectives in a cost-effective and timely manner.
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About the Report

RNCOS "China Apparel Retail Analysis (2007-2008)" report provides extensive research and
rational analysis on China apparel and Textile Industry. This report has been made to help
clients in analyzing the opportunities, challenges and drivers critical to the growth of apparel
and textile industry in China. The report provides detailed overview on various market
segments, and production of apparel and textile in China. It helps clients to understand the
Chinese consumer behavior and their preferences and various distribution channels existing in

the Chinese market.

The overview of domestic and foreign players along with their expansion strategies allows the

client to formulate their business plans as per the Chinese market environment.

Key Findings

* Chinese apparel industry had a trade surplus of over US$ 100 Billion in 2006.

» Chinese apparel exports to grow at 9.46% in 2007.

» Distribution channels for apparel industry in China are very diversified - ranging from
Hypermarket and Departmental Store to Commodity market.

= Female apparel is the most dominant segment in the entire apparel industry.

» Changing consumer behavior.

Key Issues and Facts

The research report addresses the issues and facts critical to the success of Chinese apparel

industry, including:

» The market size and scope of apparel and textile industry in China.
= Evaluation of current market trends.

= Analysis of various challenges and opportunities for the industry.

» Factors driving growth in the sector.

= Apparel and textile clusters in China.

= Profile discussion of key players operating in the industry.
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Key Players

This section covers the businesses and financials of domestic and international key players
currently operating in the Chinese apparel industry, including Youngor Group, ROMON Group
Co., Ltd., Giordano International Limited, BAOXINIAO Group, Weiqgiao Textile Company
Limited, DKNY, Armani, Calvin Klein, Inc. and LVMH.

Research Methodology

Information Sources

Information has been sourced from various credible sources, namely books, newspapers, trade
journals, and white papers, industry portals, government agencies, trade associations,
monitoring industry news and developments, and through access to access to more than 3000

paid databases.

Analysis Method
The analysis methods include Ratio Analysis, Historical Trend Analysis, Linear Regression

Analysis using software tools, Judgmental Forecasting and Cause and Effect Analysis.
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.3 Increasing Appetite for Fast Fashion
.4 Functional Wear grasps More
ention

.5 Technology & Fabric Innovation
.6 Comfort over Fashion

Exports - 2007

Key Players

Domestic Players

Youngor Group

ROMON Group Co., Ltd.
Giordano International Limited
BAOXINIAO Group

Weigiao Textile Company Limited
Foreign Players

DKNY

Armani

Calvin Klein, Inc.

LVMH
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3.2 China Apparel & Textile Industry

The apparel and textile industry has become an important industry in China with fairly
tangible competitiveness in the international market due to industrial restructuring and
upgrading. The apparel and textile industry was worth Yuan 2.06 Trillion (USS 271 Billion) in
2005, which increased to Yuan 2.5 Trillion (USS$ 328.88 Billion) in 2006 at CAGR of 21.36%.

Figure 3-6: China - Apparel & Textile Industry (in Trillion Yuan), 2005 & 2006
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The Chinese have a highly developed retail infrastructure consisting of formal and informal
shopping venues, from malls and underground shopping centers to free-standing mass
merchants and open-air markets. Like the U.S., China has a developed structure of
department stores, chain and specialty retailers, and hypermarkets (or mass merchants) that
have varying price points, from mass retailers like Wal-Mart and Carrefour to luxury specialty
stores such as Gucci. At the same time, China has a well-developed informal shopping
infrastructure consisting of indoor and outdoor clothing markets and small shops, which are

literally tiny and tend to specialize in only a few products, such as jeans or T-shirts.
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4.1.1 Yarn

China's yarn production soared to 17.40 Million Metric Ton (MMT) in 2006, which was up by
20% from 2005 when total production was 14.50 MMT. High growth in yarn production is
expected to continue in FY 2007 because of the strong demand in the textile industry. Total
yarn production is forecasted to rise to 19.5 MMT in 2007, up 12.07% from 2006.

Figure 4-2: China - Yarn Production (in Million Metric Tons), 2001-2007F
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The yarn production for the first three months of 2007 is estimated at 4.2 MMT, up 22.09%

over the same period of 2006.
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4.2.5 Woolen Wear & Thermal Clothing

Woolen wear and thermal clothing accounted for 6.9% and 4.3% of total apparel market in
2005. However, the share of woolen wear has been declining as percentage of overall apparel
industry as evident by the fact that in 2003 and 2004, its respective shares were 7.9% and
7.2%. The factor responsible for the decline of woolen wear is the result of an increase in

sales of thermal wear as compared to woolen wear during 2003-2005.

Figure 4-19: China - Share of Woolen Wear & Thermal Clothing in Apparel Sales (%), 2003-2005
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5.3 Opportunities

5.3.1 Abolishment of MFA (Multi Fiber Arrangement)

Phase out of MFA clause from WTO will provide opportunity to China to increase its exports in
apparel and textile segment, as it will remove the quota restriction worldwide on trading of
certain commodities. Removal of quota limit (after MFA clause) will enable the free flow of
Chinese apparel and textile exports without having any clause of limited quantity. It has now
been replaced by the WTO's Agreement on Textiles and Clothing and the 10-year liberalization
program. This Agreement sets out a transitional process for the ultimate removal of all the

quotas.

5.4 Challenges

5.4.1 General Safeguard Taxes

The abolishment of MFA clause in WTO will provide immense opportunities to Chinese
manufactures and exporters but in order to prevent their domestic players, others countries

may apply high taxes to goods imported from China.

Textile producing countries around the globe have expressed particular concern about the
expansion of Chinese apparel and textile exports in the more open world market following
termination of MFA quotas. For this reason, China-specific safeguard provisions were
established in the 2001 World Trade Organization (WTO)-China Accession Agreement.

5.4.2 Higher Global Tariffs

Although MFA quotas have been completely phased out, other policy instruments, such as
tariffs and preferential agreements, will affect the market. Global tariffs on textiles and
apparel remain significantly higher than for most other manufactured products. Non-tariff
trade barriers are also a factor, including anti-dumping duties, import “rules of origin,”
safeguards, elaborate custom procedures, stringent labeling requirements, and outright bans
on apparel imports. Countries with preferential market access typically pay lower tariffs, and

this will also influence production and trade.
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Other Related Reports

Middle East Retail Sector Analysis (2007-2010)

RNCOS report "Middle East Retail Sector Analysis (2007-2010)" provides extensive research and
rational analysis on the retail industry in the Middle East. This report helps clients to analyze
the opportunities and factors critical to the success of the retail industry in Middle East.
http://www.rncos.com/Report/IM518.htm

South African Retail Industry Forecast (2007-2011)

RNCOS’ "South African Retail Industry Forecast (2007-2011)” report provides extensive
research and rational analysis of South Africa Retail Industry. The research report takes into
account the issues and facts that are critical to success of South Africa retail industry.
http://www.rncos.com/Report/IM515.htm

UK Supermarket Analysis (2007-2010)

RNCOS report on “UK Supermarket Analysis (2007-2010)" gives an opportunity to the readers
to navigate through the supermarket landscape in UK. Throwing light on all aspects of the
supermarket industry in UK, this report provides the readers with detailed analysis of factors
that are propelling the industry.

http://www.rncos.com/Report/IM513.htm

Vietnam Retail Industry Analysis

RNCOS “Vietnam Retail Industry Analysis ” report provides extensive research and rational
analysis on Vietnam Retail Industry. The research report growth prospects and issues related
to the industry.

http://www.rncos.com/Report/IM502.htm

India Retail Sector Analysis (2006-2007)

Organized retailing has finally emerged from the shadows of unorganized retailing and is
contributing significantly in the growth of Indian retail sector. This RNCOS report looks in to
detail; the forces that have significantly influenced the Indian Retail Industry, in order to
trace its future direction.

http://www.rncos.com/Report/IM058.htm

For More Reports related to Retail, http://www.rncos.com/Retail%20industry.htm
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Disclaimer

Most of the information available in this report is within the public domain. The submitting
authors or other copyright holders retains rights for reproduction or redistribution. All
persons reproducing or redistributing this information are expected to adhere to the terms
and constraints invoked by the copyright holder. Such protected material, however, may be
used under the terms of "fair use” as defined in the copyright laws, which generally permit
use for non-commercial educational purposes such as teaching, research, criticism, and news
reporting.

With respect to documents available, neither the company nor any of its employees makes
any warranty, express or implied, including the warranties of merchantability and fitness for
a particular purpose, or assumes any legal liability or responsibility for the accuracy,
completeness, or usefulness of any information, apparatus, product, or process disclosed, or
represents that its use would not infringe privately owned rights.

Unless otherwise stated, the copyright, database rights, and similar rights in all material
published on this manual is solely owned by Research and Consultancy Outsourcing Services.
You are permitted to print or download extracts from this material for your personal use
only. None of this material may be used for any commercial or public use.

No part of this manual or any material appearing may be reproduced, stored in or
transmitted on any other Web site without written permission of www.rncos.com and any
payments of a specified fee. Requests to republish any material may be sent to us.
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