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Week 06: 08/08/2019 
The AWEX EMI closed at 1676c down 78c at 
auction sales in Australia. Despite currency 
exchange being in the favour of the seller, 
factors outside the supply and demand 
factors for wool were clearly at play as the 
market resumed after a three week recess.  
 
The Market intelligence leading into the 
week was almost unanimous that whilst 
there was a void in business executed over 
the recess the market would open relatively 
stable or slightly stronger based on the 
weaker AUD against the USD and the need 
for mills to get wool to keep processing 
machinery operating in China.  
 
Merino Fleece The market opened immediately softer and continued to erode with MPG falls of up to 135c in 
Melbourne and 180c in Fremantle (due to the time difference). From the 41,543 bales offered 28.6% of the 
offering was passed in, which is the highest pass in rate for over 10 years. Neither Broker nor their Seller 
clients were prepared for the magnitude of the market price erosion. Skirtings and Crossbreds followed the 
fleece trend however some crossbreds were reasonably well supported. Cardings bucked the trend posting 
rises across the three centres between 30 and 66c, in what seems like an adjustment to the overreaction 
experienced over the past 6 months.   

 
In short, confidence was non-existent. As quoted by Scott Carmody in the AWI Weekly Market Report   
“Risk-taking behaviour in the trading environment remains almost non-existent. Stock levels do remain 
extremely low throughout the greasy wool chain, but with the speed of the price demise, buyers will remain 
reluctant to enter into stock taking until clearer demand signals emanate from spinners, weavers and other 
manufacturers.” 
However the market was hijacked by the announcement on the weekend that The US government was placing 
an additional 10% levy on an additional $300b worth of exports from China into the US. In response the 
Chinese currency slipped to below 7 and the world’s markets immediately hit stop button on most traded 
commodities.  
 

MPG North Percentile 8/08/2019 11/07/2019 Variance 5 Year 
Average 

5 year 
var 5 year % var 

17 71.8% 2,117 2,175 -58 1,998 119 6.0% 
18 75.5% 2,075 2,143 -68 1,885 190 10.1% 
19 83.0% 1,923 2,043 -120 1,739 184 10.6% 
20 86.0% 1,909 2,033 -124 1,644 265 16.2% 
21 87.8% 1,900 2,020 -120 1,606 294 18.3% 
22 88.3% 1,870 2,020 -150 1,571 299 19.1% 
30 87.0% 774 830 -56 702 72 10.3% 

EMI 89.5% 1,676 1,754 -78 1,325 351 26.5% 
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Michael Avery from Southern Aurora 
Wool reports, predictably the spot 
market was unable to withstand the 
global negativity and remains at the 
mercy of off shore events. This spilt 
over into the forward markets with the 
limited bids getting hit as the market 
failed to find a level. Volatility is 
running at historically high levels. The 
challenge for the forward market and 
for all participants from grower to 
processor will be trying to find fair 
value levels to mitigate and spread 
some of the risk. Just where this level 
will be found is difficult to predict.  
 
As mentioned in our season closing technical analysis, where looking at various retracement levels as the 
market had broken its long-term up-trend. On the key microns (19.0 and 21.0) the first retracement to 2180 
and 2080 had been breached. This week’s market fall has taken out the second support level of 2010 for 19 
microns. 21.0-micron index currently sits right on support at 1900. The next technical level is 1735 for 19.0 
and 1620 for 21.0 micron.  
 
This technical analysis needs to be weighed against the current supply situation and the factors influencing 
demand. Drought induced tight supply will not improve in the short to medium and is likely to be in the order 
of another 5 to 10 % year on year. Recent disease and subsequent financing issues out of South Africa will 
tightened short term supply further.  

 
Our real concern when evaluating price risk at this point is the assessment of demand. Current trade tensions, 
political instability and lack of confidence right through to the consumer is affecting all commodity markets.  
The key now is to develop a risk strategy and be prepared for the volatility that is likely to occur over the 
season. Demand will ebb and flow, but supply will remain tight. This should present opportunities for growers 
to cover forward. Next week’s levels will rely on the off shore reaction to this week’s decline. At present there 
are no forward bids. Prices have fallen to 18th month lows, but processors are quick to sight that they are still 
above the 80th percentile for the last decade. 
 
Commentary: In more wool news the South African Wool & Mohair Buyers Association Ltd announced that 
they would not be attending the opening auctions in South Africa, sighting the cost of carrying wool 
purchased which has to be stored for up to 4 months before being deemed to be safe for export to China due 
to the outbreak of foot and mouth disease. The announcement overnight is still being analysed as to what this 

Region Centre 8/08/2019 11/07/2019 Variance Bales 
Offered 

Bales 
Sold 

Pass-
in% 

Next 
Sale 

Offering 
Northern Sydney 1,704 1,780 -76 13,059 10,490 19.7% 13,984 
Southern Melbourne 1,659 1,737 -78 21,125 15,726 25.6% 21,231 
Western Fremantle 1,760 1,894 -134 7,359 3,425 53.5% 8,388 
National AWEX EMI 1,676 1,754 -78 41,543 29,641 28.6% 43,603 
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means for the world’s wool trading and the possible effect on the Australian Market in the immediate and 
medium term. At this stage it could be the shock the market needs to stop the current market 
apprehension.      
 
Next week offering climbs to 43,603 bales and any prediction of the market is still anyone’s guess. We are in 
for a volatile ride whilst the two largest world economies attempt to sort their pecking order. ~ Marty Moses 

 
 
 
 
 
 
 
 

Moses & Son Top price report 
Desc District Micron VMB Yield SL SS Price 

AAA M Tallimba 15.6 0.4 69.5 75 53 1621 
AAAA M Young 19.2 0.5 73.9 85 54 1481 
AAAA M Young 19.1 0.4 71.2 84 54 1473 
AAAA M Young 19.7 0.6 72.8 52 58 1430 
AAA M Laggan   19.8 0.2 72.1 83 39 1412 


