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The Board of Directors (the “Board”) of China Lilang Limited (the
“Company”) is pleased to announce the unaudited consolidated results of the
Company and its subsidiaries (together referred to as the “Group”) for the six
months ended 30 June 2018. This announcement, containing the full text of the
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Hong Kong Limited in relation to information to accompany preliminary
announcements of interim results.






Six months ended 30 June

2018 2017 Changes
(RMB million) (RMB million) (%)
Revenue 1,293.1 1,022.3 +26.5
Gross profit 541.9 436.3 +24.2
Profit from operations 381.4 296.6 +28.6
Profit for the period 340.7 270.6 +25.9
(RMB cents) (RMB cents) (%)
Earnings per share

— Basic 28.5 22.4 +27.2
— Diluted 28.5 22.4 +27.2
Interim dividend per share HK16 cents HK13 cents +23.1
Special interim dividend per share HK7 cents HK5 cents +40.0
(%) (%) (% points)
Gross profit margin 41.9 42.7 -0.8
Operating profit margin 29.5 29.0 +0.5
Net profit margin 26.3 26.5 -0.2
Return on average shareholders’ eduity 10.7 8.9 +1.8
Effective tax rate 19.1 15.6 +3.5

Advertising and promotional expenses and
renovation subsidies (as percentage of revenue) 9.5 9.7 -0.2
Six months Six months
ended Year ended ended

30 June 2018

31 December 2017

30 June 2017

Average inventory turnover d&ys 78 79 80
Average trade receivables turnover ¢fays 85 83 99
Average trade payables turnover days 81 87 90

Notes:

(1) Return on average shareholders’ equity is equal to profit for the period divided by the average of the beginning and closing balance of
total shareholders’ equity.

(2) Average inventory turnover days is equal to the average of the beginning and closing inventory balance divided by cost of sales and
multiplied by the number of days in the relevant period.

(3) Average trade receivables turnover days is equal to the average of the beginning and closing trade and bills receivables balance divided
by revenue (including value-added tax) and multiplied by the number of days in the relevant period.

(4) Average trade payables turnover days is equal to the average of the beginning and closing trade and bills payables balance divided by
cost of sales and multiplied by the number of days in the relevant period.
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INDUSTRY REVIEW

The global economy grew steadi
during the first half of 2018. Howev
escalating trade friction from risir §

protectionism, coupled with gradus |
monetary tightening, have precipitated knitwear increased by 9.2% year prChina Lilang Limited (the “Company”

uncertainties in the economic outlook. Year, faster than that for the full year|obr “China Lilang”, together with its
During the period, the economy in 2017. For the first five months of thisubsidiaries, the “Group”) achieved
China maintained steady expansigny€ar, the consumer confidence indexall-round improvements in its
Specifically, the country registerggstood at 122.9, 16.1 points higher tharperformances amid recovery of the
GDP growths of 6.8% and 6.7% for thie average over the years since 201zonsumer market. For the first half
first and second quarter, respectivelyQf which, the consumer satisfactionended 30 June 2018, revenue was up
and of 6.8% for the first half of the yeatndex, which measures consumefshy 26.5% year on year to RMB1,293.1
Employment continued to improve, anld Perceptions of current consumption million, while net profit was up by
consumer prices increased modestlymomentum, stood at 118.1, 16.7 point25.9% to RMB340.7 million. The
Urban and rural residents experiencedigher than the average over the yearsmprovements primarily reflected the
since 2012. In terms of the constitugntontinuing outperformance of retail
indices, the consumer income sales of “LILANZ” over the industry peers,
Consumer confidence in Chinlaconfidence index, the employment and channel inventory maintained at a
strengthened as consumption upgradesconfidence index and the consumption healthy level. This boosted confidence
continued. Total retail sales of consumepentiment index stood at 120.9, 126.4mong distributors, resulting in
goods rose 9.4% year on year durin@nd 114.3, respectively, all at relativelyatisfactory growths of trade fair
the first half of the year. Total retail sald¥gh levels historically. orders and sales for the Group. Net

==

relatively rapid income growth.

of apparel, footwear, headwear and
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profit margin shrank slightly by 0(2has adopted in full starting from the strong growth in trade fair orders
percentage point to 26.3%. Earnings peifirst half of 2018 a consignment modelfor the 2018 spring/summer and fall
share were RMB28.5 cents, up by 27,29%6. facilitate rapid expansion of the retailcollections. Sales of the stores operated
network. The preparation work for theby distributors performed well. For the
The operations of the Group continuednew retail business has been in progresfirst half of the year, stores in operation
to improve during the period. The and online stores for the smart casuafor more than 18 months recorded high
retail channel was upgraded further,collection have started trial operation.| single-digit same-store sales growth. In
the store count increased and store addition, the new stores and the retail
operating efficiency enhanced. FprDuring the period, the Group remainedfloor space added also contributed to
the first half of the year, retail storeg ifinancially robust with healthy cashthe sales growth.

operation for more than 18 monthss flows. The Board of Directors has

recorded high single-digit same-stoferesolved to distribute payment of
sales growth. The Group implementedinterim dividend of HK16 cents pé
its market expansion plan as scheduleghare and a special interim divider
and added 102 stores during the firstof HK7 cents per share, theret
half of the year, optimized the storemaintaining a relatively high payout.
networks in the existing markets as

well as expanded to new markets. FINANCIAL REVIEW

During the first half of 2018, the core

collection was launched in new marketsRevenue

In Jiaodong Peninsula and South rrhevenue for the period increased
Jiangsu through distributors. The sm rEG 50 to RMB1.293.1 million. Reve
casual collection was introduced in new__ T .

reqions including Naniina and Suzh of “LILANZ” increased by 27.0%
eglo S clucing Manjing & . _U'RMBl,279.9 million, primarily reflecti
In addition, the smart casual collection

n By product category, tops remained the

2rmajor sales contributor, accounting for
1d52.7% of the revenue of “LILANZ", with a
hy18.3% growth in sales.

Sales of accessories experienced
significant growth and comprised over
15.0% of the revenue of “LILANZ", with
more than 70% came from footwear
Dyand innerwear products. Over the years,
nlEhe Group has been stepping up its
tg fort in research and development
nof footwear and innerwear products.
roducts launched are well received
by the market and sales continue to
grow. As these two product categories
are less susceptible to seasonality, the
majority of the new products for the
fall collection were shipped in June
and hit retail shelves in July, resulting
in a significant increase in sales of
accessories during the period.
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Revenue by Region and Xinjiang, which had been hit harderand Sichuan, the two relatively larger
by the channel inventory of the 2016markets in the region, rebounded

Sales in all regions recorded ra icgpring and summer collections in theduring the period after realignment

growth during the period, with the most firqt paif of 2017, saw stronger revival iof the store network and adjustments

prominent growth witnessed in th sales growth during the period. Saleso channel inventory in the first half of

Northern China region. Revenue fr Mrom the North-Eastern China region2017.

the Northern China region increased, reased by 28.8%. The store efficiency

by 53.7% and breached the RMB10Q}, {eiongjiang continued to imprové The Eastern China and the Central and

million mark during the first half of the 1 5\ing realignment of the store Southern China regions remained top

year. While the core collection record dnetwork in the previous two years, withcontributors to the revenue, accounting

satisfactory growth in Hebei, Innergigyip tors taking over stores from thefor 56.5% (first half of 2017: 57.9%) of

Mongolia and Beijing, expansion ofyqn_performing sub-distributors. Salesthe total. The retail stores in these two

the smart casual collection in Beijingtom the Eastern China region increasedegions accounted for 52.2% (first half

and Tianjin markets also boosted s leﬁy 27.1%, mainly driven by sales growtbf 2017: 50.5%) of the total number of

increase for the region. Sales from thg¢ the smart casual collection. Salestores.

North-Western China region increaset,q, the South-Western China region

by 31.1%, mainly attributable to Shaanxhqreased by 24.6%. Sales from Guizhou
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Revenue by region for the period was set out below:

For the six months ended 30 June

2018 2017 Changes
Region RMB million % of revenue RMB million % of evenue %
Northern Chin& 103.0 8.1% 67.0 6.6% 53.7%
North Eastern Chira 77.3 6.0% 60.0 6.0% 28.8%
Eastern Chin@ 397.9 31.1% 313.1 31.1% 27.1%
Central and Southern Chiffa 3254 25.4% 270.6 26.8% 20.3%
South Western Chirfa 261.5 20.4% 209.8 20.8% 24.6%
North Western Chird 114.8 9.0% 87.6 8.7% 31.1%
Sub-total of “LILANZ” 1,279.9 100.0% 1,008.1 100.0% 27.0%
“L2” 13.2 14.2
Total of the Group 1,293.1 1,022.3 26.5%

(1) Northern China includes Beijing, Hebei, Shanxi, Tianjin and Inner Mongolia.

(2) North Eastern China includes Heilongjiang, Jilin and Liaoning.

(3) Easern China includes Jiangsu, Zhejiang, Shanghai, Anhui, Fujian, Shandong and Jiangxi.

(4) Central and Southern China includes Henan, Hubei, Hunan, Guangdong, Guangxi and Hainan.
(5) South Western China includes Chongging, Sichuan, Guizhou, Yunnan and Tibet.

(6) North Western China includes Shaanxi, Gansu, Qinghai, Ningxia and Xinjiang.

2018 2017

31.1% asro I T I ::: 31.1%

25.4% <’ V8 | central and Souther China 270.6 26.8%
20.4% 261.5 - South Western China 209.8 20.8%
9.0% 114.8 - North Western China 87.6 8.7%

8.1% 103.0 Northern China 67.0 6.6%
6.0% 77.3 . North Eastern China 60.0 6.0%

TOTAL 1,279.9 TOTAL 1,008.1

‘ January to June 2018 ‘ “LILANZ” Revenue by Region ‘ January to June 2017 ‘
(RMB million)
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Cost of Sales and Gross Profit
Margin

Cost of sales increased by 28.2%
RMB751.2 million. As sales increa
subcontracting charges rose 50.0%
RMB111.3 million during the first half
the year.

Gross profit margin stood at 41.9
down by 0.8 percentage point. Th
Group’s strategy is to offer consumg
products of excellent value-for-the
money so as to gain market. Also, {
gross profit margin of the smart casl
collection was relatively lower.

Other Net Income

Other net income amounted t¢
RMB42.1 million, which compriség
mainly government grants of RMB3]
million (first half of 2017: RMB3¢
million). The net income for the san
period last year included a write
back of RMB7.7 million in relation
cleaning up of trade payables of “l
The entitlements to the governmen
grants were unconditional and undg
the discretion of relevant authorities.

MANAGEMENT DISCUSSION AND ANALYSIS (CONTIN

Selling and Distribution
Expenses

t8elling and distribution expense
seidcreased by 18.9% to RMB152.9 mill
t@and accounted for 11.8% of the tot
ofevenue, down by 0.8 percentage poi
Advertising expenses and renovatic
subsidies, the major component ¢
%selling and distribution expense
eincreased by RMB24.0 million
erfRMB123.2 million during the perio
2-This reflected higher advertisin
hexpenses and also increased renovat
akxpenditure as 253 stores with larg
floor areas on average were open
during the period. Advertising expens
and renovation subsidies accounted f
9.5% of the total revenue, down by (

? percentage point.
2d
7.
5.
neAdministrative expenses amounte
2-to RMB46.7 million, down by RMB
tamillion year on year. Expenses for {
2'same period of 2017 had include
t a provision for trade receivables
2r RMB9.2 million. Administrative expen
accounted for 3.6% of the total reveny

down by 1.5 percentage points.

'Z\dministrative Expenses

Other Operating Expenses

Other operating expenses main
comprised charitable donations d
RMB2.7 million (first half of 201
RMB3.0 million).

Profit from Operations

Profit from operations increased by
s28.6% to RMB381.4 million, which
iowas mainly driven by the increase in
alsales. Operating margin was up by 0.5
htpercentage point to 29.5%.

DN
nf Net Finance Income

5,
toNet finance income was RMB39.5

d_miIIion for the period, up by RMB15.6
gmiIIion year on year. Excluding the
Oﬁxchange loss of RMB6.1 million
elincurred in the first half of 2017, net
3d‘inance income would have increased
3g)y RMB9.5 million, reflecting the strong
cn;:ash position of the Group and the
_i]igher bank deposit interest rate during
the period.

Income Tax

dThe effective income tax rate was 19.1%
5.B)r the period, up by 3.5 percentage
hQoints. The concessionary income tax
grates enjoyed by two of the Group’s PRC
01subsidiaries in their local domiciles were
Seréa\ised in 2018. In addition, one of the
eSBroup’s PRC subsidiaries was granted
the “Advanced and New Technology
Enterprise” status and continued to

enjoy a lower income tax rate for 2018.

yNet Profit

—h

7[_\let profit was RMB340.7 million for the
period, up by 25.9%. Net profit margin
slightly declined by 0.2 percentage
point to 26.3%.

Earnings per Share

Earnings per share were RMB28.5 cents,
up by 27.2%.

INTERIM REPORT 2018



to encourage distributors to open
large-scale stores in shopping malls

Interim Dividend BUSINESS REVIEW

The Board has resolved to distribytesjes Channel Management in provincial capitals and prefectural-
payment of an interim dividend qof level cities in response to new
HK16 cents (first half of 2017: HK1Bhrough “LILANZ" retail stores opera egonsumption patterns. The number
cents) per ordinary share and a specidly distributors, the Group establish $f stores in shopping malls increased
interim dividend of HK7 cents (firsta distinctive brand image, provides, . . 131 by the end of June
half of 2017: HK5 cents) per ordinarprofessional retail services, and rai &v1s, accounting for over 17.1% of
share in respect of this financial yeagonsumers’ spending desire so as t?he total number of stores, and their
making it a total dividend payment boost sales. The wholesale model
of approximately HK$275.4 millionbeen adopted for the core collectio
(equivalent to approximately RMB232.8vhile the consignment model has been

million). The interim dividend and adopted for the smart casual collectio ‘As at the end of June 2018, “LILANZ” had
special interim dividend will be paid n ) i a total of 2,512 retail stores nationwide,
cash on or around 14 September 201®uring the period, the Grou adding 102 stores during the period,
to shareholders whose names appgacontinued to promote upgrading o and the aggregate retail floor area
on the register of members of theits sales channel and worked with its

o : ) F 7 Mincreased by 11.4% as compared to the
Company on 31 August 2018. dlstrlb.utors in planning of distributior), . 4 0 5017 to about 344,900 square
locations and store counts, an

icall d distrib meters (31 December 2017: 309,600
pragm.atl.cg y skl]Jp_porte | Istri utEr square meters). Among them, there
to optimizing their retail networks. were 154 specialty stores for the smart
Wherever necessary,

’ storgs WerRasual collection, up by 65 stores.
relocated to better locations to impro

store efficiency. The Group continued

8Zales performance was in line with
expectations.

Changes in the number of “LILANZ” stores in different regions were as follows:

Number of stores

As at Opened during Closed during As at
Region 1 January 2018 the period the period 30 June 2018
NorthernChina 245 30 18 257
North Eastern China 221 14 21 214
EasterrChina 639 88 40 687
Central and Southern China 600 56 32 624
SouthWesternChina 470 31 25 476
NorthWesterrChina 235 34 15 254
Total 2,410 253 151 2,512
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In order to maintain a unified brand In addition, to ensure the best qualityfor over a decade. As at 30 June 2018,
image in distribution network|, of management and services at the“LILANZ” had 74 distributors and 853
renovation of all stores includingretail stores, the Group continuessub-distributors. The number of stores
designs and decoration materials|igo provide training to management operated by distributors increased to
provided by the Group. Currently, alteams of the distributors. In July1,259, reflecting the Group’s growing
“LILANZ” stores have adopted the sixth2018, accommodating shifting gf foothold in the first- and second-tier
generation store image. Standards ar¢he customer base to the youngercities and an accomplishment from
also set for all aspects of daily operationage group, the Group organizedthe upgrading of retail management
in the stores. The Group is alsdraining sessions for store managergpromulgated by the Group, in which
committed to assisting distributors in of distributors in Wuzhen, Zhejiangdistributors are encouraged to increase
upgrading of in-store product displaysProvince, enabling them to make bettertheir direct retail presences, phasing
and retalil services to improve shoppinguse of the WeChat platform to connectout selected sub-distributors with sub-
experiences of consumers. The Grqughe VIP customers, and to use variougptimal management standards.
continues to monitor channel salesmarketing tools for sales promotion.

and inventory through the ERP system,

which connects to all standalone storesThe Group has established stable

Now the channels and inventory aferelationships with its distributors, and all

healthy and retail discount rates aredistributors of “LILANZ” have maintained

maintained at satisfactory levels. business relationships with the Group

30 June 2018 31 December 2017

Number of Number of Number of Number of

distributors stores distributors stores

Self-operated stores — 1 — 1
Distributors 74 1,259 72 1,109
Sub-distributors 853 1,252 898 1,300
Total number of stores 2,512 2,410
Street stores and stores in shopping malls 2,182 2,071
Shop-in-shops in department stores 330 339
Total number of stores 2,512 2,410
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

customer relationship management After several years of investments
system operating on the WeChatin research and development, the
platform. Except for off-season productsiootwear and innerwear products of
China has been developing rapidlyhe products and prices offered onlifethe Group are well received by the
Meanwhile, consumers attach greatefyere the same as those in the bricksmarket. Sales of these products for the
importance to retail services andang mortar stores. period grew remarkably and helped to
shopping experiences. The Group reduce seasonal impacts of products on
continues to develop its new retajl sales at retail stores. In June, the Group
business, putting it on top priorities added a production line for leisure

for future business development. footwear in the Wuli Plant. This not only
Leveraging the brand competitivenessThe Group continues to enhance t €helps control production costs more

of “LILANZ, the positioning of the smarpersonality-themed designs and theeffectively and facilitates application
casual collection and its strong growthproportion of original design products of patents for self-developed footwear
momentum bode well for development in the total product mix, with an ai products and therefore enhances
on the online platform. The Group is|into offer better value-for-the-money of product competitiveness, but will
the middle of preparing to launch its its products and differentiate better 4150 increase flexibility of the supply
new retail business in the fourth quartefrom its peers, thereby improving chain to allow more rapid turnaround
featuring the smart casual collectionts competitiveness. Original designgg production orders for the smart
and the online stores have commencedproducts are expected to account forcasual collection in the future when
trial operation since July. close to the 70% target of the totalthe business scale of the smart casual
product mix available for sale in 2018go|lection reaches a certain level.

New retail refers to a new concept ofof which the proportion utilizing fabric
running retail business by integratingproprietarily developed by the Group The Group's new headquarters in
online services with offline shoppingrose further to about 45%, which isJinjiang, Fujian has gone through
experiences and logistics. The Grouplose to the 50% target level. the topping out stage in terms of
will develop its own new retail modg! construction progress and is expected
along this direction featuring the smartMeanwhile, the international andto commence operation upon
casual collection and selling the sam&jomestic research and developme tcompletion of refurbishment works
collections online at the same prices|aseams of the Group continue to shoWin the second half of 2019. The design
in offline stores, while the purchases argneir respective talents in designs pfang operation center in Shanghai for
delivered direct to homes or availableproducts for the core and smart casuaihe smart casual collection is expected
for pick-ups at stores. This is expectedollections that offer excellent value-to commence operation in the second
to bring in sales growth in the coming for-the-money and meet consumers’half of 2018 as scheduled.

three to five years. preferences. There are currently about

300 staff members in the research

The flagship store in “T-MALL" for thend development department of th
“LILANZ” core collection is open foiGroup. They work in areas including
business as usual. The Group alsgroduct design, material development
provides home delivery services to YIBnd production scheduling, seeking to
customers who make purchases via ancrease the Group’s competitiveness|as
a whole.

New Retail Development

The online shopping market i

Product Design, Development
and Supply Chain Management
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Brand Management and
Promotion

China Lilang owns and operates t
“LILANZ” brand and currently se
menswear products under two maja
collections - the core collection an
the smart casual collection. Th
core collection, principally targetin
consumers aged between 25 and 4
has been well received in the tradition
third- and fourth-tier markets and
gradually expanding its presence in t
first- and second-tier markets. The sm
casual collection, targeting consume
aged between 20 and 30 in the firg
and second-tier markets, featur
products that adopt more minimalis
designs than the core collection, af
has more classic-style products.

Trade Fairs

As retail sales of “LILANZ” continues to outperform other industry peers and channel inventory has been at a healthy level,
distributors have high confidence in the Group’s products and the store count has returned to a growth trajectory. In the twc
trade fairs held during the period for 2018 fall and 2018 winter respectively, and together with the trade fair for 2018 spring ar

The Group manages its brand main
through focusing on its products an
store image, and continues to enhan

"®rand awareness by opening larg

lIScale stores. Meanwhile, the Gro
I continues to implement targeted bran
dadvertising and promotion campaign
€During the period, the Group place
9 outdoor billboard advertisements i
SElectric Multiple Unit (“EMU”) runnif
akhe Beijing-Shanghai EMU line,
SwWuyishan EMU Station, Nasdaq To
'%n New York in the U.S. and Jing
a8quare in Beijing. Meanwhile, th
'SGroup also continued to place featu
t'product articles on the traditional prin

®Smedia and web portals. The Grod

U also made use of the WeChat platfo

'dto share mix-and-match fashion tip

lyand introduce new season products
d to entice followers. Furthermore, lucky
cedraws for VIP shoppers were held
e-during the World Cup in June to early
uPuly and 20 winners were awarded for
d free trips to Russia to watch the World
5. Cup.

d
nin May, “LILANZ", being a menswear
ngorand with over three decades of
ahistory, was listed among the CCTV
weseries “The Making of a Great Brgnd (
iz U D n O %), advertising campaigns
newere also launched by the Group on
ethe same topic.

t

p
m
s

summer, “LILANZ” achieved strong order growth for three consecutive trade fairs.

Trade fairs

2018 spring and summer
2018 fall
2018 winter

The 2019 spring and summer trade fair will commence on 16 August 2018, the Group believes that this fair will achieve orc

growth of no less than that of the 2018 spring and summer.

Total order value growth
(based on wholesale prices)

21%

31%
33%

INTERIM REPORT 2018




MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Awards

The Group was granted various awa
in the first half of the year. In Marg
the Group was named a “Top 10 P
Menswear Most Popular Brand in 20
(2017E «70 ~UDdvV) by
the Organizing Committee of Chin
Garment Network FestivalT ¢

8 J\ %0 6) and www.efu.com.cn
(¢7 c). In April, the Group was
accredited as the “Excellent Enterpr
in Retail Industry” (g/8Y s t8)
in the “Golden Coordinate™(- z)
award organized by winshang.co
(J c) together with mainstream
commercial real estate media in Chi
In May, the Group was named a “T|
500 Brands in China% 7 U D500
v) by www.asiabrand.cn-rUbD
c), and the “LILANZ” brand was al
listed on the CCTV series “The Mak
of a Great Brand}¢ UB n O %)
as a menswear brand with 30 years
history.

PROSPECTS

Looking ahead into the second hg
of 2018, while the escalating trag
friction will add uncertainties to th
economic outlook, the econom
in China is expected to maintain stea
growth, with persistently strengthenin
consumption power and improving
consumer confidence. The Groy
is cautiously optimistic about th
prospects of the menswear industry a

believes that stronger players will gather
strength. As a menswear enterprise

with strengths and competitive edge
China Lilang will continue to grow fro
strength to strength and gain a larg
share in the market.

China Lilang will continue its marketwill continue its mission of offering
expansion plan in the second half of thecustomers products of excellent
OI§ear, aiming at adding a net total of novalue-for-the-money, and spare no
Ness than 200 stores for the whole yeaeffort in improving product design,
R&s planned. In particular, more storesraftsmanship and materials. The Group
L 4ill be added in shopping malls. For thewill also continue to improve its product
core collection, in addition to expandingrange and increase the proportion of
in current markets, the Group willseason-neutral products to drive sales
continue to open stores in new marketsgrowth.
such as Jiaodong Peninsula, Dalian
~area and Southern Jiangsu to captyrdhe Group is confident about ongoing
ISthe booming economic development improvement of its retail store efficiency
in these regions. The smart casuadnd targets to achieve same-store sales
collection will continue to adopt the growth of no less than high single-
consignment model to encourage digit for the second half of 2018. The
distributors to speed up store openings2019 spring and summer trade fair will
'3n Beijing, Tianjin, Shanghai, Zhejiang, @mmence on 16 August 2018, and
ORvell as in markets newly developed |inthe Group is confident that the order
the first half of the year such as Nanjingrowth will not be less than that of the
and Suzhou, and also gradually expan@018 spring and summer trade fair.
SAnto first- and second-tier markets with
”@reat potential, such as Zhengzhou,The design and operation centre for
Hefei, Xi'an, Jiangxi and Fujian area. | the smart casual collection in Shanghai
of and the new headquarters in Fujian
The Group will continue to develop will commence operation this and next
its new retail business as plannedyear respectively. The entire operation
Leveraging the brand competitivenessof the Group from product research
of “LILANZ", the positioning of theand development, design, production
smart casual collection and its strongto sales will usher into a new era by
business momentum that bode well forthen, thereby establishing a more
development on the online platform|, robust footing for sustainable and faster
the Group plans to launch its new retailgrowth of China Lilang.
business in the fourth quarter of 2018

a

m

If
le

In the long run, China Lilang will
The strategy of “improving produgt adhere to its multi-brand strategy and
pquality without raising prices” adopted continue to proactively enhance the
dby the Group in the past few years hagompetitiveness and offering of better
been successful. The original designsalue-for-the-money of its products to
- further consolidate its leading position
money of the Group’s products are veryn the menswear industry, so as to
' competitive, establishing a solid footingsustain long-term growth and reward its
for further business expansion. In theshareholders, employees and customers

second half of the year, China Lilandor their support.

G o<
<,

]

and offering of better value-for-th

S0 U g 2

11

=

CHINA LILANG LIMITE>



LIQUIDITY AND FINANCIAL RESOURCES

Cash and Bank Balances and Cash Flows

Amounts pledged as security for bills payable
Fixed deposits held at banks with maturity over three months
Cash and cash equivalents

Total cash and bank balance

As at 30 June As at 31 December

2018 2017

RMB million RMB million
1.2 6.8

388.0 188.0
1,484.9 1,823.3
1,874.1 2,018.1

As at 30 June 2018, the Group’s total
cash and bank balance was mair
denominated in Renminbi (97.5%).

balance by RMB146.3 million over
the period. The trade receivables
balance increased by 22.3% @as
compared to the interim perio
last year as sales increased |by
26.5% year on year. As in previous-
years, extended credit terms haye
been granted to distributors durin
the peak delivery period for the fall
and winter collections from June t
September.

The decrease in cash and cash
equivalents balance by RMB338.4
million during the period was mainly
attributable to:

— Net cash generatl from operating
activities amounting to RMB196,.3
million. The major reconciling ite
between net profit for the period of —

Net cash outfls from investing

over 3 months of RMB200.0 million
and capital expenditure totalling
RMB120.9 million, net of interest
income received for the period.

Net cash outfles from financing
activities amounting to RMB253.5
million, mainly attributable to the
payments of the final dividends
totalling RMB252.7 million in
respect of the year ended 31
December 2017.

RMB340.7 million and the amount
of operating cash inflow wa
the increase in trade receivables

activities amounting to RMB282/0The Group did not have any bank loans
million comprising mainly increase outstanding as at 30 June 2018 and 31
December 2017.

in fixed deposits with maturit

Trade Working Capital Turnover Days

Six months ended Year ended Six months ended

30 June 31 December 30 June

2018 2017 2017
Average inventory turnover days 78 79 80
Average trade receivables turnover days 85 83 99
Average trade payables turnover days 81 87 90
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MANAGEMENT DISCUSSION AND ANALYSIS (CON

Inventory Turnover Days Trade Payables Turnover Days

The Group’s average inventory turnoyeffhe Group’s average trade and bi
days was 78 days which was at a similpayables turnover days was 81 da
level as for last year.
2017 and 90 days for the interim peri
The inventory balance increased pyast year.

RMB101.8 million to RMB325.5 million

compared to the interim period last During the period, early payment

year primarily reflecting the increasewere made to some of the suppliers
in trade fair orders for the autumnsecure better prices for raw materials
and winter collections. The inventofythe winter collection.

balance at 30 June 2018 also included

consignment inventories of the smartPLEDGE OF ASSETS

casual collection.
As at 30 June 2018, deposits with ba

As at 30 June 2018, all “L2” inventorid§talling RMB1.2 million (31 Decemh

had been cleared. 2017: RMB6.8 million) were pledged

Trade Receivables Turnover
Days

The Group's average trade and b{lICAPITAL COMMITMENTS
receivables turnover days was 85 day&CONTINGENCIES

This compared to 83 days for the year
2017 and 99 days for the interim peri
last year.

settlement of relevant bills payable.

capital commitments of RMB191
million, primarily related to the

The trade and bills receivables balanc&onstruction of the new headquarter
increased by 22.3% as compared to th&/hich is expected to be completed i
interim period last year. This reflect ¢019.

the increase in sales during the period.

When compared to the balance at the T N€S€ capital commitments are

end of 2017, trade receivables increase@*Pected to be financed by intern
by RMB146.3 million to RMB783.5sources of the Group.

million. As in previous years, extended

credit terms have been granted
distributors during the peak deliver
period for fall and winter products fro
June to September.

ymaterial contingent liabilities.

T]FINANCIAL MANAGEMEN]
POLICIES

As ?t 30 June 2018, all *L.2* t.radehe Group continues to contrg

receivables had been settled or written

. . . [ financial risks in a prudent manner. T
off against provision previously made )
functional currency of the Compan

CHINA LILANG LIMITE>

This compared to 87 days for the ye

securities for bills payable. The pledg
bank deposits will be released upon tk

s at 30 June 2018, the Group had tq Li

oAs at 30 June 2018, the Group had|no

TINUED)

is the Hong Kong Dollars and the
Company'’s financial statements are
I$ranslated into Renminbi for reporting
Y¥ind consolidation purposes. Foreign
*8bxchange differences arising from
the translation of financial statements
are directly recognized in equity as a
separate reserve. As the Group conducts
Spusiness transactions principally in
toRenminbi, the exchange rate risk at
ffhe Group’s operational level is not
significant.

HUMAN RESOURCES

NK&s at 30 June 2018, the Group had 2,240
€Gtaff. Total staff costs for the period
83mounted to approximately RMB89.1
ethillion (the first half of 2017: RMB71.3
"Cmillion).

The Group places great emphasis
AYNDecruiting and training quality

personnel. We recruit talents from
niversities and technical schools
and provide pre-employment and
on-going training and development
opportunities to our staff members. Our
training programs cover areas such as
sales and production, customer service,
quality control, trade fairs planning,
workplace ethics and other areas
relevant to the industry.

~ 8,

I TR

A

The Group offers competitive
remuneration packages to our
employees based on factors such as
market rates, workload, responsibility,

job complexity as well as the Group’s
T

performance. The Group has also

adopted a share option scheme to
| recognize, reward and promote the
pgontribution of the employees to the
ygrovvth and development of the Group.




REVIEW REPORT TO THE BOARD OF DIRECTORS OF CHINA LILANG LIMITED
(Incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the interim financial report set out on pages 16 to 37 which comprises the consolidated statement o
financial position of China Lilang Limited (the “Company”) as of 30 June 2018 and the related consolidated statement of prc
or loss and other comprehensive income, statement of changes in equity and condensed consolidated statement of cas
flows for the six-month period then ended and explanatory notes. The Rules Governing the Listing of Securities on The Sic
Exchange of Hong Kong Limited require the preparation of an interim financial report to be in compliance with the relevan
provisions thereof and International Accounting Standarth@4im financial reporting, iss