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1982 = 100 2006 = Preliminary, 2007 = Estimate                  Source: Bureau of Labor Statistics (BLS)

Industrial Man-Made Greige Finished Home Carpet
Textiles Fibers Goods Fabrics Apparel Furnishings & Rugs

1992 N/A 103.4 120.7 118.8 122.2 113.6 117.1
1993 N/A 103.8 118.6 119.5 123.2 115.8 116.5
1994 N/A 104.1 116.8 119.2 123.5 117.3 118.1
1995 N/A 109.0 121.8 121.7 124.2 119.8 119.6
1996 125.6 111.7 123.6 124.1 127.0 122.8 121.8
1997 127.9 111.1 121.9 123.8 125.7 122.6 123.6
1998 130.2 109.9 121.6 123.8 126.7 123.1 124.0
1999 129.2 103.8 114.3 122.8 126.4 122.7 122.7
2000 131.0 107.2 113.2 122.5 127.5 122.0 125.1
2001 132.3 108.6 114.0 122.5 126.8 122.5 126.3
2002 132.5 106.2 112.6 120.9 125.5 122.3 126.5
2003 130.5 106.4 110.9 120.7 125.4 122.4 133.6
2004 131.9 106.6 112.6 120.9 125.2 123.4 136.7
2005 134.5 112.1 115.0 124.1 125.6 123.0 132.1
2006 137.5 115.6 120.5 127.3 125.7 122.6 140.8
2007 138.4 116.8 121.2 128.1 126.1 122.9 141.2

Table 1: Textile & Apparel Prices

Source: Federal Reserve BoardSource: US Department of Commerce

Source: US Department of Commerce Source: US Department of Commerce

2006 = Preliminary, 2007 = Estimate
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Figure 1: Demand — Better Than Expected
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Demand: While overall domestic
activity should continue to edge
lower, the drop again will be quite
small. Looking at textile mill ship-
ments, first, TTWW equations suggest
only a 1- to 2-percent decline. As in
2006, virtually all of the slippage will
be centered in basic textiles — fibers,
yarns and fabrics. On the other hand,
more highly fabricated textile mill
products — home furnishings,
rugs/carpets and industrial products,
for example — will hold pretty much
near 2006 levels, although some
decline can’t be ruled out in carpets
as housing construction takes a bit of
a breather. 

But even with some over-
all slippage, these domestic
rug and carpet shipments
should manage to reach close
to $13.5 billion. That’s not
bad considering the fact that
a decade ago, these ship-
ments were running only
around the $10 billion mark.

The overall textile industry
should also be helped by
another tolerably good
apparel buying year in 2007.
Thus, projected domestic
clothing shipments — while
not expected to grow as they
did this past year — should
pretty much hold their own.
But, on a somewhat more
sobering note, it should be
recognized that the US
apparel industry, while still
accounting for nearly $36 bil-
lion worth of shipments, is
nowhere near the $60 billion-
plus levels of a decade ago.
Supply : Excess rather

than shortages should pretty
much remain the order of the
day as US mill operating rates
remain relatively low, and
overseas producers — hungry
as ever for US dollars — con-
tinue to expand their push
into our domestic markets.

Looking at US production
potential first, the aggregate
mill operating rate — pro-
duction as a percentage of

rated capacity — is expected to
remain in the low 75-percent-plus
range. That’s a far cry from the
near-90-percent peak hit back in the
mid-1990s. To be sure, mill closings
will  continue as companies are
forced to abandon inefficient facili-
ties. But much of this already has
been accomplished. Equally impor-
tant, the pressure to remain com-
petitive should result in new capaci-
ty increases as mills continue to
pour money into new and more effi-
cient facilities and processes. Bottom
line: This additional investment
should offset further plant shut-
downs — making it increasingly dif-

ficult, if not impossible, to raise the
industry operating rate to any sig-
nificant extent. 

Nor are today’s relatively low
inventory levels expected to create
any supply problems. The fact is that
our domestic mills have vastly
improved their forecasting expertise,
their logistics and their ability to
react quickly to any sudden change
in demand. Implication: There’s no
need to expand inventory levels,
even in the face of increasing con-
sumer buying volatility. Upshot:
Continuing low inventory/sales ratios
are nevertheless substantial enough
to avoid any serious stockouts. 

Prices: Here, too, recent
developments have turned
out better than expected.
Rather than fall, as many
had predicted, both basic
textiles and textile mill prod-
uct quotes have continued to
hold their own — and in
some instances have actually
managed to creep up a bit. 

Carpets and rugs have
been one of the positive per-
formers. Bureau of Labor
Statistics price data here, for
instance, show a solid 2-per-
cent advance over the past
12 months. On the other
hand, this uptrend could be
about to flatten out as
reduced 2007 housing activi-
ty puts a crimp in this sub-
sector’s demand. 

Greige goods have been
even better price performers
over the past year — with
average quotes here advanc-
ing about 3 to 4 percent, and
TTWW sees another small
increase for the new year. 

The picture is much the
same for both finished fab-
rics and industrial textiles.
Both these sectors managed
to rise a few percentage
points in 2006 — with fur-
ther fractional advances seen
for the next 12 months.

To be sure, there have
been some exceptions to thisFigure 2a: Employment — Still Shrink-
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basically firm price picture. Thus,
both home furnishings and apparel
have not been all that buoyant as
strong competition virtually rules out
any meaningful gains. The fact is that
both of these sectors have been
severely impacted by low-priced
imports to the point that price aver-
ages have been hard-pressed to even
maintain the previous year’s level.
Indeed, if you zero in on some
apparel products like men’s suits,
sport coats and outerwear, some
sizeable year-to-year declines
become readily apparent.

The apparel softness is actually
part of a long-term trend, with prices
here backing and filling around a
small 1- to 2-percent range for more
than a decade now. And there’s little
to suggest any 2007 change — at
least not as far as the overall apparel
price average is concerned.
Costs: As noted earlier, no prob-

lems are anticipated in payroll out-
lays. And in the case of the other
major expenditure stream — fibers
— all signs point to no major
changes in either natural or man-
made constructions.

Looking at cotton first, while there
will be some decline in US crops dur-
ing the current marketing year, this
should be more than made up by
increases in other big cotton-growing
countries, such as China, India and
Pakistan. Therefore, TTWW looks for
about a 2-percent increase in the
global crop — more than sufficient to
satisfy projected demand. This, in

turn, points to little major change in
cotton prices. Domestic tags in 2007
should remain in the recent 45 to 50
cents-per-pound range — marking
the second straight year of basically
unchanged quotes.

The cost outlook for man-made
fibers also is reassuring. To be sure,
averages here are up about 3 percent
from a year ago. But with their key
feedstock — petroleum — down sig-

nificantly, and manufacturing capaci-
ty both here and abroad more than
adequate, it’s hard to see any mean-
ingful upward drift. 

Meantime, some further comment
on labor costs would also seen to be
in order. Here again, there are mod-
erating factors: expectations of anoth-
er moderate pay hike in 2007; and
continuing productivity gains, which
should offset the wage increase. Put

2006 = Preliminary, 2007 = Estimate Source: BLS
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Figure 2b: Employment — Still Shrinking
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another way: Unit labor costs will in
all likelihood remain unchanged.

Actually, this encouraging unit-
labor-cost trend has been going on
for years now. Compare 2003 with
2006, for example, and you find aver-
age textile industry productivity ris-
ing by slightly more than 3 percent
per year, while annual labor rates
have edged up slightly less than this
3 percent. Implication: steady to
maybe even fractionally lower unit
labor costs over the past three year.
Profits: Put such factors as these

relatively stable costs, slightly higher
industry prices, and only a small drop
in production into the computer
hopper, and you end up with a really
not-all-that-bad earnings level.
Indeed, both after-tax profits and
after-tax profits per dollar of sales
both managed to eke out small gains
last year. On the net profit front, for
example, the domestic industry total
came to nearly $1.72 billion — con-
siderably above the previous year’s
$1.5 billion figure and the highest

level since 1998. More significantly,
those latest numbers are a lot better
than the near-zero-to-actually-nega-
tive figure that was reported as
recently as 2000 and 2001.

It’s also interesting to point out
that this past year’s profit perfor-
mance wasn’t all that different from
earnings reported by most other
industries. More to the point: The
10-percent increase in textile mill
after-tax profit in 2006 compares
quite favorably to the all-US-industry
8-percent increase.
Employment: There seems to be

no way to stem the inexorable
decline in the nation’s textile and
apparel workforces. In part, this can
be traced back to the continuing pro-
ductivity gains. Employment totals
would continue to shrink even if the
industry were able to maintain a
steady production volume.

But that’s an unrealistic “even if,”
as domestic mill activity — plagued
by ever-rising imports — continues
to shrink every year. Not surprisingly

then, 2007 worker totals will contin-
ue to show significant slippage.
Hence, these projected worker attri-
tion rates for the new year: 5 percent
in the already hard-hit basic mill
area, 6 percent in apparel, and per-
haps 1 percent in the somewhat
firmer fabricated textile product
sphere. However, even with this ero-
sion, the domestic textile/apparel
complex should still play a significant
role in overall US industrial activity.
Indeed, according to NCTO, this
overall sector — including some sup-
porting industries — is still providing
jobs for close to a million domestic
workers. Equally significantly, our
mills and factories are also managing
to contribute an important $60 billion
to the nation’s GDP.
Trade: Incoming shipments from

abroad have turned out to be some-
what less disastrous than many had
predicted. True, imports of textile
and apparel products were up again
last year. But the gain was fairly sub-
dued — something in the order of 3

Source: Federal Reserve Board Source: US Department of Commerce

Source: US Department of Commerce Source: Federal Reserve Board

2006 = Preliminary, 2007 = Estimate
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Figure 3: Textile Supplies — No Sweat
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percent on a square meter equiva-
lents (SME) basis — and well under
the nearly 11-percent advance of the
previous year. 

Also noteworthy here, Chinese
increases seem to be slowing down a
bit — with preliminary estimates for
2006 putting that Far Eastern nation’s
gain at around 9 percent, far under
the close to 44-percent jump record-
ed just one year earlier. Unfortunate-
ly, some of this deceleration was off-
set by larger gains from other nations
like Taiwan and South Korea.

As for 2007, TTWW equations suggest
another relatively small advance in
overall incoming shipments — prob-
ably something again in the order of
3 to 4 percent. And while the biggest
chunk of these shipments — about
40 percent — will still  be from
China, substantial volume is also
seen for other Southeast Asian
nations, the Association of Southeast
Asian Nations (ASEAN) bloc and
our nearby neighbors such as Mexi-
co, Canada and Caribbean Basin
nations. Again, while the increase is
better than in some earlier years, this
still points to an import total of more
than 54 billion SMEs — nearly twice
the volume of incoming shipments
reported as recently as 1999.

On a somewhat rosier note, US
textile exports should also continue
to move higher. They should offer
both a modest offset to the import
surge, and help maintain the US
position as the third-largest exporter
of textile products in the world. But
even with an export counterweight,
the US textile and apparel trade
deficit would continue to grow. TTWW’s
best estimate here: About an $83 bil-
lion red-ink figure for 2007 — that’s
close to 60-percent above the trade
shortfall prevailing back in 1999.

More Thoughts On China
Coming back to the Chinese prob-

lem: Pinpointing future develop-
ments will remain quite iffy given the
number of questions that remain
unanswered. The biggest of these, of
course, is how Beijing’s currency, the
yuan, will fare vis-à-vis the US dol-

lar. With the yuan already up
close to 6 percent over the
past 18 months, some fur-
ther upward moves are
indeed likely. But just how
significant they’ll be is still
anybody’s guess.

One thing is for sure: Vir-
tually no one denies further
adjustments are necessary to
slow down Chinese exports.
Other things being equal,
further upward revaluation
would make Chinese prod-
ucts more costly in terms of
the dollar. They could also
help narrow the trade imbal-
ance in still another way —
by making US exports to
China a little more affordable
to their producers. In any
event, it’s becoming increas-
ingly clear the status quo is
no longer an option. And
that goes for Europe as well,
where a similar trade deficit
with Beijing has become
unsustainable. 

If there is any doubt these trade
imbalances need to be taken serious-
ly, just look at the latest numbers,
which put the Chinese global trade
surplus at well over $200 billion.
This, as might be expected, has
pushed Beijing’s foreign exchange
reserves to record levels.

How much upward revision then
should be sought? The percentage
depends on whom you speak to. Two
US Senators, Charles E. Schumer, D-
N.Y, and Lindsey Graham, R-S.C.,
give a range putting the unfair
advantage of the currently underval-
ued yuan at anywhere from 15 per-
cent to 40 percent.

On a more positive note, however,
there also are other factors at work
that could slow down Chinese
import gains. One is growing pres-
sure on the part of the United States
and other industrialized nations to
reduce Beijing’s internal subsidies to
its own domestic producers. If the
drive is successful, it could make for a
big impact. That’s because Chinese
producers now benefit from a spate

of hidden deals — generally in the
form of research and development
subsidies, cheap or free loans, free
land and tax holidays. 

Still another possible import brake
could come from that nation’s gradu-
ally increasing raw material and labor
costs. On the latter score, the Chi-
nese minimum wage in some manu-
facturing centers was recently boost-
ed by as much as 20 percent. 

Reflecting on all this, some Chi-
nese producers report shrinking
profit margins. And as a result, they
are moving to ease the pressure by
increasing prices by as much as 5
percent when renewing existing con-
tracts. Still another trend develop-
ment that might slow down the Chi-
nese import wave: Some shifting of
business on the part of US buyers to
other low-wage nations like
Bangladesh and Turkey. Finally, as
noted earlier, there is likely to be
some impact from the post-election
makeup of Congress, which suggests
that if the trade situation continues
to deteriorate, there could well be
more pressure for legislation target-
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Figure 4: Trade — Big Deficits Per-
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ing everything from illegal
subsidies to currency-manipu-
lation schemes. 

In any event, with China
now accounting for close to
one-quarter of the total US
trade deficit, that country is cer-
tain to be a big issue for trade
skeptics in the new Congress.

American executives agree.
As Auggie Tantillo, executive
director of the Washington-
based American Manufacturing
Trade Action Coalition, recently
put it, “there is going to be
much more significant oversight
and scrutiny.” To which Cass
Johnson, president, NCTO,
added, “The trade agenda is
continuing to shift toward an
anti-free-trade stance.”

But some observers aren’t
sure this is the answer, noting
that anti-Chinese moves could
be counterproductive. They say
forcing a much higher yuan
would lower the prices of
incoming Chinese raw materials,
and in the process make it actu-
ally easier for that nation’s pro-
ducers to hold the line on prices.

Finally, some analysts feel
the curtailing of more and more
imports from China wouldn’t
provide any final answer to our
trade problem either. That’s
because any such move would
precipitate the importation of
similar products from other
Third World countries. 

Some 
Alternate Solutions

Meantime, domestic firms
continue to make impressive
progress in their basic strategy
to whet consumer appetites
with a host of new and better per-
forming products. This is certainly
the case in the fiber sector, where a
growing number of enticing new
introductions are constantly hitting
the market. 

Nor are these changes limited to
newly designed man-mades. Thus,
even the old standby natural fibers

— cotton and wool — now are regu-
larly coming up with new offerings. 

In cotton, for example, a new
technology dubbed Endure™ and
aimed at home textile products, pre-
sents users with a finish that signifi-
cantly increases product durability
and the wear life of sheets. And it
does so without giving up such other

attributes as soft hand, easy
care and comfort. It’s simi-
lar to a finish already avail-
able on many apparel lines.

Other recent improve-
ments in the fiber, adds
Cary, N.C.-based Cotton
Incorporated, include: 
an activewear finishing
process that transports
moisture to the fabric sur-
face where it spreads out
and quickly evaporates;
and a new water-repellent
treatment that is applied to
finished garments. 

Wool isn’t being ignored
either — with the industry
now offering a new non-
scratch variation called
“Cashwool” that is said to
be a lot more comfortable
when next to skin.

Also — while on the
subject of wool —  it should
be noted that Congress is
working on legislation to
protect consumers against
false labeling. By closing
loopholes that permit the
mismarking of suits and
separates, it would ensure
that buyers get what they
are paying for.

Another significant fiber
trend: The accelerating
move toward the produc-
tion of more eco-friendly
clothing. Helping this along
is the fact that organic cot-
ton is now a lot more avail-
able and of much better
quality than it was a decade
or so ago.

Not surprisingly, big
clothing firms like Levi
Strauss are jumping on the

ecology bandwagon. The company
says it will now be making jeans
with organic cotton as well as other
environmentally correct materials
such as recycled metal and natural
wood buttons.

Nor is cotton alone when it comes
to being eco-friendly. Thus, fleece
made from recycled plastic soda bot-

Figure 5: Profits — They’re Holding Up

2006 = Preliminary, 2007 = Estimate
Source: US Department of Commerce
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