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The Bill allows for Mongolia to gain Chinese market share
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Mongolian producers would need equipment financing for new spinning and knitting capacity increase

• The Mongolia Third Neighbor 
Trade Act (“Bill)” enables 
Mongolia to gain 20% from 
current estimated 50% 
Chinese markets share in the 
U.S. cashmere garments 
market of $1 billion.

• Global cashmere raw 
material production is limited 
to approx. 20,000 tons per 
annum due to environmental 
constraints.

• In 2017 Mongolia produced 
9,400 tons of cashmere raw 
material, China -- 8,498 tons 
and other producers -- 2,100 
tons. As no data for 2018, 
2019 are available, 2017 data 
is used as a baseline.

• By 2025 Mongolia targets to 
produce 16 million cashmere 
garments from current 
installed capacity of 3.4 
million.

• It will require spinning and 
knitting capacity increase that 
needs financing solution for 
Mongolian producers.  

• Accordingly, Mongolia aims to 
create 30,000 jobs in 
cashmere industry from 
current 5,600 jobs. 

• In addition to 30,000 industry 
jobs, the Bill will benefit to ~1 
million herders, which is 1/3 
of the population of Mongolia. 

The U.S. import of cashmere garments in 2017
Estimates are in Million USD

Mongolia installed cashmere production capacity 
vs target increase by 2025

Breakdown of global raw cashmere in 2017
In Tons

Target Mongolian export to the U.S. in 2025
Estimates are in Million USD
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1. As well as industry yield information of 50% for dehaired and 42.5% for spun cashmere.
2. Average wholesale price for Mongolian and Chinese cashmere is estimated at $50 and European cashmere garments at $200 per piece.
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Passing of the Mongolia Third Neighbor Trade Act (“Bill”) creates a pre-China joining WTO environment for Mongolia cashmere 
factories with a potential to reach exports volumes of trade similar to when Mongolia had a Most Favorable Nation (“MFN”) status

“The Mongolia Third-Neighbor Trade Act is 
not just about imports of cashmere; it is smart 
policy that supports a strong, independent 
Mongolia that continues to be a beacon of 
freedom in the region and a strategic partner 
of the United States,” Yoho said. “It is 
estimated that this simple act will create 
upwards of 40,000 jobs primarily for women 
who make up ninety percent of the garment 
industry in Mongolia. We look forward to this 
strong bipartisan, bicameral legislation being 
passed under Speaker Pelosi’s leadership 
and signed into law by President Trump.”

Rep. Ted Yoho (R-FL)1

“Mongolia remains a stable democracy in a 
sea of authoritarianism, and contributes to 
U.S. national security goals in Asia and in the 
Middle East. The Mongolia Third Neighbor 
Trade Act will facilitate job and economic 
growth that can help both our countries. I am 
proud that this bipartisan legislation will make 
that possible.”

Senator Ben Cardin (D-MD)2

“Mongolia is an important friend and ally of 
the United States in a tenuous corner of the 
world. The Mongolia Third Neighbor Trade 
Act not only reaffirms the importance of this 
bilateral relationship, but also aims to 
enhance our ties and bolster industry in this 
growing democracy in the Indo-Pacific.”

Senator Dan Sullivan (R-AK)2

US imports from China and Mongolia1

In Millions USD (Mongolia data is in logarithmic scale)

The Bill would allow to produce more cashmere 
garments domestically with its own raw material
Data for 2017

US Imports of Chinese and Mongolian     
cashmere garments in 20172

In Millions USD.  Data for 2017

China joins WTO
(11 Dec 2001)

1. US Census Bureau, https://www.census.gov/foreign-trade/balance/c5740.html#1997
2. USTR, Mongolia, https://ustr.gov/countries-regions/china-mongolia-taiwan/Mongolia, Schneider Group, Annual Cashmere Market Report 2018, 1 Mar 2019, 

https://www.gschneider.com/2019/03/01/annual-cashmere-market-report/
3. Congressional Research Service, Mongolia and U.S. Policy: Political and Economic Relations, 18 June 2009, https://fas.org/sgp/crs/row/RL34056.pdf

Mongolia MFN status (1991-1999)3

1. Sunshine State News, Ted Yoho Wants to Build More 
Economic Ties to Mongolia, 13 April 2019, 
http://www.sunshinestatenews.com/story/ted-yoho-
wants-build-more-economic-ties-mongolia

2. Senate.gov, Cardin, Sullivan Reintroduce Bill to Increase 
Trade with Democratic Ally Mongolia, 11 April 2019, 
https://www.cardin.senate.gov/newsroom/press/release/c
ardin-sullivan-reintroduce-bill-to-increase-trade-with-
democratic-ally-mongolia

$50

Target result 
of the Bill

https://www.census.gov/foreign-trade/balance/c5740.html
https://ustr.gov/countries-regions/china-mongolia-taiwan/Mongolia
https://www.gschneider.com/2019/03/01/annual-cashmere-market-report/
https://fas.org/sgp/crs/row/RL34056.pdf
http://www.sunshinestatenews.com/story/ted-yoho-wants-build-more-economic-ties-mongolia
https://www.cardin.senate.gov/newsroom/press/release/cardin-sullivan-reintroduce-bill-to-increase-trade-with-democratic-ally-mongolia
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Mongolia became the largest cashmere producer in 2017
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Due to the Chinese government restrictions in farmers’ pasture land usage in Inner Mongolia in 2017, Mongolia has become the 
largest producer of raw cashmere with 9,400 tons output that represents 47% of global production of approx. 20,000 tons• World’s cashmere output 

reached approximately 20,000 
tons in 2017. Although the 
exact output number varies 
significantly as cashmere 
producing countries seldom 
disclose their outputs. 

• China used to provide over 
70% of the total output, 
however the number has 
been decreasing due to 
overgrazing, industrialization, 
migration etc.

• The New York Times reported 
in 2017 that the Chinese 
government put restrictions on 
farmers’ acreage, in a bid to 
reduce the stripping of the 
pastureland.5 However, Outer 
Mongolia and other producing 
regions like Afghanistan have 
no such controls.

Global cashmere production

Global cashmere output: ~20,000 tons (1)

Mongolian cashmere is optimal for all 
weather cashmere garments

§ Mongolian cashmere is 
about 10-15% longer. 

§ This is due to harsher 
winters, which allows for 
less peeling and is best 
suited for worsted 
cashmere production.

Mongolia China Australia

Cashmere diameter (micron) 16.0-16.8 15.6 17.8

Length (mm) 40-45 32-38 21.5-34.5

Color 60% vivid 100% vivid vivid gray

1. The Council of Fashion Designers of America, Cashmere, https://cfda.com/resources/materials/detail/cashmere
2. Ministry of Food, Agriculture and Light Industry of Mongolia report 2018. 
3. State Department of Agriculture and Animal Husbandry of Inner Mongolia, 2016; http://www.sohu.com/a/159608129_720203
4. USAID, Cashmere Value Chain Analysis, 2014, https://afghanag.ucdavis.edu/other-topics/files/market/chasmere-value-chain.pdf
5. New York Times, Drought in Northern China Is Worst on Record, Officials Say, 29 June 2017, https://www.nytimes.com/2017/06/29/world/asia/china-drought.html

§ Mongolia output: 9,400 tons (47%) (2)

§ China output: 8,498.2 tons (42-45%) (3)

§ Others: ~2,100 tons (6%) 

Of which:

Mongolia
47%

China
42%

Others
11%

https://cfda.com/resources/materials/detail/cashmere
http://www.sohu.com/a/159608129_720203
https://afghanag.ucdavis.edu/other-topics/files/market/chasmere-value-chain.pdf
https://www.nytimes.com/2017/06/29/world/asia/china-drought.html
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Cashmere Export
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Most of the cashmere is exported with little processing done

• As of 2017, Mongolia had 
about 27 million goats and 
produced 9,400 tons of 
cashmere, 47% of the world’s 
output.

• Mongolia exports most of its 
cashmere with minimal 
processing done. Washed 
cashmere accounts for  82% 
of the total cashmere export 
and de-haired cashmere 
makes up 12%.

• Chinese garment 
manufacturers use Mongolian 
cashmere to make the 
garment less prone to peeling, 
due to its long and fine 
texture.

Of the total raw cashmere output, 80% is exported, of which 4-5% is cashmere garments

Mongolian raw cashmere output rose by 70% 
since 2012

(tons)

Export of washed cashmere reached 5,400 tons in 
2017

(tons)

- Washed cashmere: 82%

- De-haired cashmere: 12.4%
- Cashmere garments: 4.6%
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1. NSO Mongolia, 2018 
2. National Customs
3. Industry Reports 
4. RVJ Capital Analysis  
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The Bill would create up to 40,000 jobs in Mongolia
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New jobs would be in under utilized dehairing, spinning and knitting areas of the cashmere production value chain

• Factories are currently 
underutilized.

• This is due to insufficient 
working capital and buying 
power.

• However, this presents an 
opportunity for investors to 
take advantage of 
underutilization with minimal 
investment on CapEx.

• In terms of labor cost, 
Mongolia is at the lower end 
compared to other nations.

Mongolia could produce and export up to 3 million cashmere knit garments

70% of the total workforce is employed by the integrated factories

Installed capacity

Utilization (2017)

73% 28% 43% 39% 16% 
Washing Dehairing Knitting WeavingSpinning

12,800 
tons 4,600 

tons 1,280
tons

3.4M 
pieces

2.8M
meters

9,400 
tons

1,320 
tons

1.45M
pieces500 

tons

Areas of new jobs

Preliminary processing factories

Small workshops

Knitting factories

Vertically integrated factories

Total

# of 
factories

# of 
employees

25

200

50

25

300

560

560

560

3,920

5,600

0.467M
meters

1. NSO Mongolia, 2018 
2. Industry Reports 
3. RVJ Capital Analysis  
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Knitting Creates Most Value
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Value growth spikes at the finishing and labeling stage

Amount (tons) 9,400 7,050 4,700 4,089 16.3 million pcs

Price per kg ($) 40$ 56$ 103$ 170$ 750$

Yield (%) 100% 75% 50% 42.5% 42.5%

Value chain through the processing stages
($MM)

• Mongolia doesn’t fully tap into 
the $2.9 billion market 
potential as it exports 80% of 
all the cashmere as washed.

• Finished garment 
manufacturing stage 
demonstrates largest value 
increase (6x from dehaired to 
knitted).

• There are number of ways to 
enter into the cashmere 
business. The highest margin 
could be achieved through 
fully integrated model as it 
eliminates margins in each 
processing stage that would 
have been added if 
outsourced,

Fully integrated 
facility

Business opportunities in cashmere industry

Preliminary  
processing

Yarn production

473

2,900

6x

376 394 
679 

 -

 1,000

 2,000

 3,000

Raw cashmere Washed Dehaired Spinned yarn Knitted garment

1. NSO Mongolia, 2018 
2. Industry Reports 
3. RVJ Capital Analysis  
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U.S.-Mongolia Trade Facts
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Mongolian export of knit apparel to the U.S. was only $1 million for 2017Mongolia’s economy, traditionally based on 
herding and agriculture, has transformed into 
an economy focused more on extractive 
industries, spurred on by significant 
investment in Mongolia by foreign 
enterprises.  Mongolia has extensive 
deposits of copper, gold, coal, molybdenum, 
fluorspar, uranium, tin and tungsten.

The U.S.-Mongolia trade relationship saw 
impressive growth up until 2012, when U.S. 
exports of goods to Mongolia reached more 
than $665 million, driven in large part by U.S. 
efforts to help develop Mongolia’s expanding 
mining sector.  U.S. imports of goods from 
Mongolia also reached a peak in 2012 at $42 
million.  Since then, imports and exports 
have both declined, largely because of a 
downturn in Mongolia’s economy.

Exports now account for more than half of 
Mongolia’s GDP.  The main export 
commodities are copper, apparel, livestock, 
animal products, cashmere, wool, hides, 
fluorspar, other nonferrous metals, coal and 
crude oil.  Mongolia’s major export markets in 
2015 were China (84%) and Switzerland 
(9%). 

Mongolia is currently our 170th largest goods 
trading partner with $92 million in total (two 
way) goods trade during 2017. Goods 
exports totaled $82 million; goods imports 
totaled $9 million. The U.S. goods trade 
surplus with Mongolia was $73 million in 
2017.

According to the Department of Commerce, 
U.S. exports of goods to Mongolia supported 
an estimated 4 hundred jobs in 2015 (latest 
data available).1

US Exports to Mongolia2

In Million USD

Itemized US Import Items from Mongolia in 20171

In Million USD
Itemized US Export Items to Mongolia in 20171

In Million USD

US Imports from Mongolia2

In Million USD

1. USTR, Mongolia, https://ustr.gov/countries-regions/china-mongolia-taiwan/mongolia
2. US Census Bureau, https://www.census.gov/foreign-trade/balance/c5740.html#1997
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