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Te[tiles 2012: The Prognosis Is Good

The U.S. industr\'s rebound from the loZs of the last decade is e[pected to continue into
another \ear.

Robert S. Reichard, Economics Editor

The $70 billion U.S. textile and apparel sector is alive and, in fact, doing quite well. Too upbeat an appraisal? Not really ² given the fact
that even in today's relatively lackluster business climate, these industries have managed to rack up gains for two consecutive years. 

To be sure, the increases have been rather modest. Nevertheless, they mark a major change from the steady tattoo of declines and
retrenchments that marked most of the past decade. 

And the good news is almost sure to spill over into the new year. Again, any improvements will be far from spectacular. But, by and
large, overall production, shipments and profit numbers should end up at or above 2011 levels when all the results are in. 

Nor is Te[tile World�'s optimism based just on wishful thinking. A slowly improving economy will almost certainly be a positive. All
indications now point to an approximately 2- to 2.5-percent increase in real growth. Traditionally, each percentage-point increase usually
translates into an equal percentage advance in domestic textile and apparel demand. 

Two other macro factors are also likely to add to industry buoyancy. For one, the family debt overhang of recent years has been easing,
thus allowing for more purchases of clothing, home furnishings, and other consumer goods. Secondly, there has been a shift in spending
priorities, with more going for goods and less for services. In the first nine quarters since the 2008-09 recession, sales of goods in
inflation-adjusted terms have jumped 9.1 percent ² more than three times the 2.8-percent advance in spending on discretionary services
over the same period. 

Also pointing to a brighter industry future is the slight narrowing of the U.S./foreign price gap. This is especially significant when it comes
to the U.S. textile and apparel industries' major threat ² China. Evidence of that nation's narrowing price advantage comes from both its
relatively high inflation rate and the slowly rising value of its currency, the yuan. Much more about this below when imports are examined
in greater detail. 

Meantime, still another sign of progress is the spate of ongoing moves by domestic industry leaders ² moves aimed at not only the
development of new and improved products but also the enhancement of the U.S. industries' competitive position vis-à-vis the rest of the
world. One clear-cut indication that textile and apparel executives are following through on these goals: the continuing relatively high level
of new plant and equipment spending. 

Finally, some further upward impetus could come from stepped-up government moves to level the international playing field. With an
election less than a year away, there's likely to be a lot more pressure put on overseas competitors to end their currently unfair trade
practices. 

On the other hand, the coming election could have some negative as well as positive effects, as both Democrats and Republicans play
politics, throwing roadblocks into any meaningful attempts to correct the huge budget imbalance. Clearly, without action here, there
could be further stock market volatility with its negative impact on both consumer confidence and spending. Nor do Washington question
marks exhaust the list of potential uncertainties. The ongoing European financial crisis, for one, will almost certainly affect the U.S.
economic climate if there's no relatively quick resolution. Then, there are some China imponderables ² namely, what Beijing does vis-à-
vis further upward revaluation of its currency and ending both illegal subsidies and transshipments. 

But even with all these unanswered questions, TW�sees the domestic textile/apparel picture remaining basically positive ² with detailed
projections over the next few years shaping up somewhat along the following lines: 

Industr\ Demand Trends 

Odds are that combined shipments of textiles and apparel this year will inch up another 1 percent or so, reaching a total of nearly $71
billion. Textile mills will account for the lion's share of the gain, though apparel should also manage to edge a bit higher. 

Also worth noting: The textile mill increase will be uneven, with most of the advance centered in basic mill products like fabrics and
yarns. On the other hand, more highly fabricated mill products such as carpets and home furnishings aren't likely to do anything more
than maintain their 2011 levels. 

Blame the latter projection on the still-sagging domestic construction market. With housing and office rental demand still in the




















