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Disclaimer

The slides/materials used in this presentation are strictly confidential. The information contained in this presentation is being furnished to you solely for your

information and may not be taken away, reproduced, redistributed, or passed on, directly or indirectly to any other person (whether within or outside your

organisation/ firm), or published, in whole or in part, for any purpose. The slides/ materials do not constitute an offer of securities in the United Kingdom, Australia, the

PRC, United States, Canada or Japan. In particular, neither the information contained in this presentation nor any copy hereof may be transmitted, reproduced, taken

or transmitted into the United Kingdom, Australia, the PRC, United States, Canada or Japan or redistributed, in whole or in part, directly or indirectly, within the United

States or to any U.S. person. By attending this presentation, you are agreeing to be bound by the foregoing restrictions and to maintain absolute confidentiality

regarding the information disclosed in these materials. Any failure to comply with these restrictions may constitute a violation of applicable securities laws.

These slides/ materials do not constitute an offer or invitation to purchase or subscribe for any securities and no part of it shall form the basis of or be relied upon in

connection with any contract, commitment or investment decision in relation thereto. The shares of China Lesso Group Holdings Limited (the “Company”) have not

been, and will not be, registered under the U.S Securities Act of 1933, as amended (the “U.S Securities Act”) or the securities laws of any state of the United States

and may not be offered or sold within the United States, except pursuant to an exemption from, or in a transaction not subject to, the registration requirements of the

U.S. Securities Act and any applicable state or local securities laws. There will be no public offering of the Company’s shares in the United States. This document

shall not constitute an offer to sell or a solicitation of an offer to buy the Company’s securities nor shall there be any sale of such securities in any state or country in

which such offer, solicitation or sale would be unlawful prior to registration or qualification under the securities laws of any such state or country. In Hong Kong, no

shares of the Company may be offered to the public unless it is conducted in compliance with the Securities and Futures Ordinance, Chapter 571 of the laws of Hong

Kong and a prospectus in connection with the offering for subscription of such shares has been formally approved by the Stock Exchange of Hong Kong Limited

and duly registered by the Registrar of Companies of Hong Kong which contains all the information as required under the Companies (Winding Up and

Miscellaneous Provisions) Ordinance (Cap. 32) of the laws of Hong Kong and the Rules Governing the Listing of Securities on the Stock Exchange of Hong Kong

Limited. Any decision to purchase securities in any offering should be made solely on the basis of the information contained such prospectus or international offering

circular to be published in relation to such offering.

This presentation may contain forward-looking statements. Any such forward-looking statements are based on a number of assumptions about the operations of the

Company and factors beyond the Company’s control and are subject to significant risks and uncertainties, and accordingly, actual results may differ materially from

these forward-looking statements. The Company undertakes no obligation to update these forward-looking statements for events or circumstances that occur

subsequent to such dates.

The information in this presentation should be considered in the context of the circumstances prevailing at the time of its presentation and has not been, and will not

be, updated to reflect material developments which may occur after the date of this presentation. The information is not intended to provide, and you may not rely on

these materials as providing a complete or comprehensive analysis of the Company's financial or trading position or prospects. Some of the information is still in

draft form. This presentation also contains information and statistics relating to the plastic pipes industry. The Company has derived such information and data from

unofficial sources, without independent verification. The Company cannot ensure that these sources have compiled such data and information on the same basis or

with the same degree of accuracy or completeness as are found in other industries. You should not place undue reliance on statements in this presentation regarding

the plastic pipes industries. The information contained in this presentation does not constitute a due diligence review and should not be construed as such. The

information contained in these materials has not been independently verified. No representation or warranty, express or implied, is made as to, and no reliance

should be place on, the fairness, accuracy, completeness or correctness of any information or opinion contained herein. None of the Company, or any of their

respective directors, officers, employees, agents or advisers shall be in any way responsible for the contents hereof, or shall be liable whatsoever (in negligence or

otherwise) for any loss or damage whatsoever arising from use of the information contained in this presentation or otherwise arising in connection therewith and none

of them shall owe you any fiduciary duty in relation to this presentation.
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Results Highlights

 Encouraging and steady growth in 2016

 Revenue: RMB17,221 million, +12.8%

 Gross profit: RMB4,582 million, +16.4%

 Profit attributable to the owners of the Company: RMB1,922 million, +18.6%

 A final dividend of HK15 cents per share for the year ended 31 December 2016,

+15% (2015: HK13 cents per share)

 Automated and scaled up the Group’s production at its production bases

 Driven by increasing demand brought by Chinese government’s efforts to accelerate

construction and renovation in civil infrastructure projects

 Sales volume of plastic pipes and pipe fittings: 1,704,912 tonnes, +10.6%

 Refined strategy of operating “Lesso Mall”business mode and formed strategic business

partnerships with local distributors and business partners to expand domestic sales network

 Entering into environmental protection sector through investment in Guangzhou EP

Environmental Engineering Ltd and Shanghai Safbon Water Service Co., Ltd, aiming to

create synergy with existing business
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(RMB mn)

Total revenue Total revenue (by business segment)

2016

Others

1.5%

Others

2.6%

Lesso

Mall

5.9%

Plastic pipes and

pipe fittings

85.6%

Building materials &

interior decoration

products

5.9%

Plastic pipes and

pipe fittings

89.1%

Building materials &

interior decoration

Products

5.3%

2015

Lesso

Mall

4.1%

Steady revenue growth

6

13,602
14,745

816

1,011621

1,018
225

447

2015 2016

Others

Lesso Mall

Building materials and interior decoration products

Plastic pipes and pipe fittings

+23.9%

+63.9%

+98.7%

17,221

+8.4%

Total Revenue

+12.8%15,264



Total revenue breakdown by region
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Southern 

China

59.7%

Central China

10.3%

Eastern China

5.5%

Northern

China

6.4%

Northwestern 

China

3.9%

Southwestern 

China

9.1%

Outside 

China

3.0%

Northeastern 

China

2.1%

Southern 

China

59.9%

Central China

10.0%

Eastern China

6.2%

Northern China

6.2%

Northwestern 

China

3.3%

Southwestern 

China

9.1%

Outside 

China

3.1%

North Eastern 

China

2.2%

2015 2016



Overall cost structure
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Utilities

4.2%

Depreciation & 

amortisation

2.6%

Other overheads

0.9%

Wages

7.9%

Raw 

materials

84.4%

Utilities

3.7%

Depreciation & 

amortisation

3.3%

Other overheads

1.0%

Wages

8.9%

Raw 

materials

83.1%

2015 2016



GP & NP continued to increase
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3,938 

4,582 

25.8%
26.6%

0.0%

5.0%

10.0%

15.0%

20.0%

25.0%

30.0%

0

1,000

2,000

3,000

4,000

5,000

6,000

2015 2016

(RMB mn)

GP & GP margin

+16.4%

1,618 

1,914 

10.6%
11.1%

0.0%

2.0%

4.0%

6.0%

8.0%

10.0%

12.0%

0

500

1,000

1,500

2,000

2,500

2015 2016

(RMB mn)

NP & NP margin

+18.2%



3,894 3,886 

2015 2016

Healthy and stable key financial indicators
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32 
31 

2015 2016

(days)

71 72 

2015 2016

(days)

43 

77 

2015 2016

(days)

(RMB mn)

Trade receivable days

Inventory turnover days

Trade payable days

Cash & bank deposits



Remain stable in return rates
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(1) Net profit divided by total equity at the end of the period 

(2) Net profit divided by total asset at the end of the period 

(3) Net profit divided by (total debt + total equity)

16.4% 16.6%

2015 2016

Return on equity(1)

9.7%

8.6%

2015 2016

Return on assets(2)

12.3%
11.8%

2015 2016

Return on invested capital(3)
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Pipe business: Revenue & sales volume 
achieved sustainable growth
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1,704,912

2015 2016

13,602
14,745

2015 2016

8.4% 10.6%

(RMB mn) (tonnes)

Revenue Sales volume

1,541,954



Pipe business: revenue analysis
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Water 

supply

40.1%

Drainage

38.2%

Power supply 

and tele-

communication

16.1%

Gas

1.8%
Others(1)

3.8%

PVC

64.9%

Non-PVC (2)

35.1%
PVC

65.1%

Non-PVC (2)

34.9%

Water 

supply

40.0%

Drainage

38.0%

Power supply 

and tele-

communication

17.2%

Gas

1.3%
Others(1)

3.5%

By 

application

2015 2016

Total pipe products revenue：
RMB13.60 billion

Total pipe products revenue：
RMB14.75 billion

By

material

(1) Others include agricultural applications, floor heating and fire services

(2) Non-PVC includes PE, PP-R. etc



Pipe business: 
ASP & GP margin analysis
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7,833 7,112 6,954 

16,073 15,868 15,841

2014 2015 2016

PVC products non-PVC products

(RMB)

30.3% 29.8% 29.4%

20.4%

24.1%

27.9%

2014 2015 2016

PVC products non-PVC products

ASP per tonne (by material) GP margin (by material)

(RMB)

ASP per tonne — overall

9,593 8,821 8,648 

2014 2015 2016

GP margin — overall

26.8% 27.8% 28.9%

2014 2015 2016



Pipe business: steady increase in 
production capacity and utilisation rate
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2.0
2.1

2.2

2014 2015 2016

75.7% 75.8%
80.0%

2014 2015 2016

Annual designed production capacity Average utilisation rate

(mn tonnes)



Building materials & 
interior decoration products
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01 

Wardrobes

02 

Windows

& doors

08

Faucet

10  Pipes & fittings

04 

Bathtubs

03 

Shower 

system

05 Switches

06 

Modular 

kitchens

Revenue increased by 23.9% year-on-year to RMB1,011 million, accounting for 5.9% of

the Group’s total revenue

Diversified into new product lines which create synergy with existing business

Progress

09 

Floor 

heating



Lesso Mall 
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Dedicated e-commerce platform 

offering hardware, electrical 

equipment and building materials

Online e-commerce platform

combined with offline community 

and regional experience stores

Features

Refined Lesso Mall’s operating strategy and formed 

strategic business partnerships with its local distributors 

and business partners to expand the sales channels and 

increase market penetration

Launched Lesso chain stores and provided product supply 

chain services

Acquired land in Thailand, the Australia, the United States 

and Canada for gradual expansion to overseas markets

Progress

Community 

experience stores

Regional 

experience stores

E-com platform

Business 

network

Warehouse 

& logistics

Financial 

capital

Suppliers Customer

s

Distributors

4,902
registered 

member

accounts
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Industry Outlook
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Favourable policies from the Chinese Government

Sponge City

Underground Pipeline 
Utility Tunnel

National Urban Wastewater 
Treatment and Recycling 
Facilities Construction

Action Plan for Prevention 
and Control of Water 

Pollution

New mode of 

urbanisation

“Belt and Road

Initiative”

More than 20 provinces in China had participated in the

“Sponge City” scheme

Size of market for construction is expected to reach RMB2

trillion by 2020

As at 20 December 2016, a total of 2,005 km of pipeline

has been constructed in 147 cities of 28 provinces

Construction work to add , repair and rebuild 215,700 km

of new pipelines to the drainage network under the

scheme

Huge investment of RMB582.9 billion is expected to input

Call for a total investment of more than RMB2 trillion by

2020 to solve water pollution problem and improve water

usage

China’s property development in 2016 increased by 6.9%

to RMB10,258.1 billion

On-going progress of urbanisation and shanty town

renovation work

Major infrastructure projects were launched with huge

financial support and investment from the Chinese

government



Application for pipe products 
(Sponge City)
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① Sewage 
inspection 

system

② Rainwater 
collection 

system

③ Water 
supply valve & 

inspection 
chamber
system

④ Urban villa 
rainwater 
collection 

system



Application of pipe products 
(Urban Underground Pipeline Network)
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Telecommuni-

cations pipes 

Steel-plastic 

pipes

Floor heating 

pipes

Power supply

pipes

Water supply & 

drainage pipes

UG1

Underground 

tunnel

UG2

Underground 

Pipeline 

Network

Inner 

Structure



Outlook

Optimise production capacity 

Accelerate automation and speed up production process to expand production
capacity and raising efficiency

Hunan plant in preliminary stage and to be constructed in phases

Consolidate market leadership

Maintain high penetration rate in Southern China and further expand its 

business in other parts of China
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Develop environmental protection business 

Develop GZEP into a one-stop environmental protection service provider

Maximize synergy effect through acquisitions and cooperation with sizable
environmental protection companies

Expand business of Lesso Mall

Strengthen the business model and strategic partnership, expand the scale of
Lesso Chain stores and optimize its O2O sales service platform in domestic
market

Establish Lesso Home, a global O2O sales service platform for interior decoration
products, construction materials and hardware in overseas markets

A trial sales mall of “Lesso Home” in Sydney is planned to operate in 2H2017



Q & A session
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Statement of profit and loss (RMB mn)

2014 2015 2016

Revenue 14,823 15,264 17,221

Gross profit 3,801 3,938 4,582

EBITDA 2,520 2,653 3,125

EBIT 2,080 2,152 2,532

Net profit 1,540 1,618 1,914

Statement of financial position (RMB mn)

2014 2015 2016

Cash & bank 

deposits
3,199 3,894 3,886

Total assets 14,520 16,649 22,195

Total debts 3,180 3,241 4,695

Total equity 8,550 9,865 11,538

Ratio analysis

Profit ratio (%) 2014 2015 2016

Gross profit margin 25.6% 25.8% 26.6%

EBITDA margin 17.0% 17.4% 18.1%

EBIT margin 14.0% 14.1% 14.7%

Net profit margin 10.4% 10.6% 11.1%

Growth rate (%)

Revenue 13.4% 3.0% 12.8%

Gross profit 16.4% 3.6% 16.4%

EBITDA 10.6% 5.3% 17.8%

EBIT 8.4% 3.5% 17.7%

Net profit 7.1% 5.1% 18.2%

Liability ratio (times)

EBITDA/ finance costs 10.81x 30.38x 29.19x

Total debts/ (total debts + total equity) 0.27x 24.7% 28.9%

Appendix: financial summary
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