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Are you satisfied with

the current wool selling options?
75%

1. True
2. False




Rationale — Why did AWI commission this review?

e EXit of corporates from exporting

e Decline in Merino sheep numbers

e Minimal take up of digitalisation

e Dominance of the auction system

e Cost of showfloors and multiple inspections

e lLack of Liquidity in forward markets (8% in wool vs 50 — 70% in cotton, lamb,
beef & grain)
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Key Objectives

The key objectives of the WSSR are to improve the returns that woolgrowers
receive for their wool through:

e a) evaluating whether greater efficiencies and cost savings within the exchange of ownership
between the seller and the first buyer are attainable.

* b) understanding the potential for increased competitive tension throughout the wool selling
process and how it can be achieved., and

e ¢) determining whether there is sufficient transparency within the exchange of ownership to
allow wool growers to make the most informed commercial decisions about their wool growing

enterprise.



Scope of the WSSR
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The Process

Highly Consultative & Independent

* More than 50 Meetings with Stakeholders
* |ssues Paper published December 2014
* 86 Industry Submissions (first round)
* Met with major offshore processors
* Discussion Paper Published July 2015
* Stakeholder Workshop - July 2015
* 30 Industry Submissions (second round)
* Additional Meetings with Stakeholders
* Final Report to AWI Board - December 2015



Key Findings

The Panel found that:
Selling System in Need of Modernisation
No Structural Impediments to Change — self regulated market.
Institutional & cultural Issues that make change Difficult and Slow
* Dominance of one intensive selling avenue.
* Transparency & competition around buying and selling charges
* Competition and innovation in testing.
* Centralisation and Lot Sizes
* Commission Buying
* Existing Institutions (AWEX & AWTA)
* Lack of Forward and Futures Liquidity
* Heavy dependence on the Talman inventory management system



Recommendations

Dealing with Issues Individually could be Slow and Difficult
The Panel proposed the establishment of a

Wool Exchange Portal (WEP)

* WEP is an online connectivity platform that delivers transparency, choice, and competition
* Information on selling options available

*Evaluation of those options via a ready reckoner

* Transparency of selling costs
* Links to Selling Systems (such as the existing auction rooms)
* Allow growers and buyers to interact directly
* Real-time market reporting information (pricing) & real time buy / sell options
* An on-line training tool

* General Market information

* Market development both in Australia and Overseas




Do you see the benefits in the

development of a Wool Exchapge Portal?

1. Yes
2. No
3. Unsure




Of the issues raised by the Review Panel,
which is of the most significance to you?

Prevalence of the auction system 29%
. Testing & appraisal

Role of brokers & charges
Commission buying

Role of AWEX & AWTA
Centralisation & small lots
Reliance on the Taiman system
Lack of liquidity in forward markets & T S
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Next Steps

e Develop the WEP business case

e Continue to encourage and promote
industry buy in.

* Regular Government briefings
* Steering Committee

* Full business case to be put forward by
end 2016



Figure 1. Market Structure and Requirements

“_____._.-—-—-"'"" an element of an effective
market. A number of
these components may
already exist in the
Ausitralian wool industry
and should be utilised.
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