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About O O
China Lilang
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China Lilang is one of the leading PRC menswear enterprises. As
an integrated fashion enterprise, the Group designs, sources and
manufactures high-quality business and casual apparel for men
and sells under the “00 O LILANZ"and “00 O LESS IS MORE" brands
across an extensive retail and distribution network, covering 31
provinces, autonomous regions and municipalities in the PRC.
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0ooon
Year ended 31 December
ooo0ooooooooo
2024 2023
goooo ooooo
(RMB million) (RMB million) Changes(%)
(Dooooo) (Cooooo) oo %
Revenue o 3,650.0 35428 +3.0
Gross profit gd 1,739.3 1,706.8 +19
Profit from operations good 552.5 610.6 -9.5
Profit attributable to equity shareholders OO OO OO00ODO 461.1 5304 -13.1
(RMB cents) Changes(%)
(0ooo) (booo) o0 %)
Earnings per share good
- Basic -0d 38.51 4430 -13.1
- Diluted -00 38.51 4430 -13.1
Shareholders’equity per share gooooon 336.2 3313 +1.5
Interim dividend per share gooooon HK13 cents [J [J HK13 cents 0 O 0
Special interim dividend per share gooooogo HK5 cents [J [ HK5 cents O [ 0
Final dividend per share gooooao HK9 cents [1 [J HK13 cents 00 O -30.8
Special final dividend per share oooooooo HK3 cents [1 [0 HK5 cents 00 O -40.0
(% points)
¢ (000)
Gross profit margin gogd 47.7 482 -0.5
Operating profit margin googono 15.1 17.2 -2.1
Margin of profit attributable to equity gooooog
shareholders 12.6 150 24
Return on average shareholders'equity” O OO0OOO0O00O® 11.4 137 -23
Effective tax rate oood 24.3 194 +4.9
Advertising, promotional and gooooo
renovation expenses good
(as a percentage of revenue) ooooooon 13.1 14.7 -1.6
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Financial Highlights (continued)
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ooooooo

Six months ended

30 June 2024

Year ended 31 December oo

oooooooooooo ooooo

2023 Doooo

ooooo goooo oooo

Average inventory turnover days? ooooooop @ 183 170 189
Average trade receivables oooooooo

turnover days® ooooe 36 42 39
Average trade payables oooooooo

turnover days® gooo 157 130 162

Notes: googd

m

Return on average total shareholders’ equity is equal to the profit attributable to
equity shareholders divided by the average balance of total shareholders’ equity.

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 year.

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 year.

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 year.
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Chairman’s Statement

HRERERN

In response to future challenges and opportunities, China Lilang will
adopt a prudent yet optimistic stance. The Company will resolutely
execute its established strategies, continuously promote the expansion
of its new retail business, and concurrently integrate its “Multi-brands
and Internationalization” strategy to increase market share and
strengthen brand competitiveness. The Group is dedicated to attaining
higher-quality, robust growth, thereby reinforcing its leading position in
the menswear sector, providing consumers with higher-quality products
and services, and generating greater returns for the shareholders.
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To all shareholders,

In 2024, amidst global complexity and volatility, the Chinese economy exhibited
stronger resilience. Under the Central Government's consumption-driven policies,
the retail market experienced a gradual recovery with over growth in consumption
improved, but external uncertainties continued to dampen consumer confidence,
resulting in cautious market sentiments. Within this dynamic business landscape, China
Lilang Limited (the “Company” or “China Lilang’, and collectively with its subsidiaries
the “Group”) diligently advanced its strategic transformation throughout the year.
The Group intensified research and development efforts, expanded into new brands
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Chairman’s Statement (continued)
JddU00ooo

The Board recommends a final dividend of HKD9 cents per share and a
special final dividend of HKD3 cents per share, totalling HKD143.7 million,
thereby upholding a consistent dividend payout ratio.

The Group actively innovated and adapted, striving to progress further
amid market changes. Channel reforms in recent years have further
improved the Group's sales network structure. Through the achievements
accumulated regarding the “LESS IS MORE" smart casual collection, “LILANZ"
core collection business model has been reformed and has made good
progress. While preserving strong distributor relationships, the Group
strategically implemented a direct-to-consumer (“DTC") model in select
markets, supplanting the prior model of dominance by distributors. As of
31 December 2024, China Lilang maintained 2,773 stores nationwide, with
a net increase of 78 stores, including 994 consignment stores and 64 direct-
to-retail stores under the core collection.

During the year, the Group launched a new retail strategy, transforming
its e-commerce platforms from inventory clearance channels into primary
retail outlets for new products. Strengthening the positioning of various
e-commerce platforms and a fully upgraded retail management system
enabled seamless online-offline connectivity, enhancing customer service
and experience, with new retail sales for the year growing significantly by
24%.

Since the proposal of the “Multi-brands and Internationalization” strategy
last year, China Lilang took decisive steps to elevate brand value and
enhance corporate influence. The Group secured the brand ownership of
the premium golf apparel brand "MUNSINGWEAR" through a controlling
joint venture structure in China in August last year, enriching its high-
end portfolio. Simultaneously, our efforts to expand internationally gained
momentum, with plans to open the first store in Malaysia in the first half of
this year, introducing quality Chinese menswear to Southeast Asia, as the
Group's first stop for tapping into emerging overseas markets.
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Chairman’s Statement (continued)
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Adhering to its “Simplicity but Not Simple” brand philosophy, the Group
pursued a “Simple Design, Excellent Quality” strategy, offering young male
consumers high-value products. During the year, we collaborated with
designers for a new down jacket series, and launched durable white non-
iron shirts and elite suit series through fabric innovation, both gaining
strong market favor, demonstrating the Group's long-standing commitment
to research, development and innovation.

The impact of a warm winter, together with DTC channel reforms and the
increase in sales proportion of consignment stores, have resulted in an
increase in inventory levels. The Group has adopted multiple measures to
actively accelerate inventory clearance. In 2024, it opened 26 new outlet
stores to sell off unsold seasonal products, while using e-commerce
platforms to clear additional stock. The Group also employed flexible sales
strategies, such as promotions and live-streaming sales, to quickly move
inventory to market and convert stock into sales. With logistic efficiency
improved through the smart logistics system in the logistics centre
established during previous years, the Group plans to expand its outlet
store presence to attract more customers and effectively reduce inventory
levels.

In brand management and promotion, the Group centered its efforts on
“innovation, quality, and youthfulness,” using diverse marketing strategies
and brand upgrades to reach consumers across different cities and
age groups. Celebrity endorsements amplified brand influence, while a
collaboration with China National Geographic on the “From the Silk Road to
Paris" (0 O O O O O O) IP journey deepened the brand’s “new business
aesthetics” narrative. A fashion short film produced by the Group won the
Best Director Award at the Beijing International Film Festival, reinforcing
China Lilang’s “Simplicity but Not Simple” philosophy.

As we look toward 2025, China Lilang will continue to leverage its
leadership position, seize market consolidation opportunities, and focus on
the core development of the "LILANZ" core collection and “LESS IS MORE”
smart casual collection. Supported by multi-brand strategies, international
expansion and new retail initiatives, the Group aims to grow its market
share and strengthen brand competitiveness, endeavoring to distinguish
ourselves in a dynamic market environment by capitalizing on China
Lilang's own advantages.
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Chairman’s Statement (continued)
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After the implementation to a DTC model, the “LILANZ" core collection
will focus on enhancing connections with consumers. The Group expects
a positive sales impact of this model to become evident starting from
2025. The smart casual collection has shown strong momentum in recent
years, and with the rise of the new middle class and younger consumers,
the Group will increase investment in product R&D specifically to improve
quality and design, reinforcing its differentiated edge.

Building on a solid foundation, the Group will advance its “Multi-brands
and Internationalization” strategy, actively expanding in domestic and
international markets. The goal is to maintain core brand values while
introducing diverse, market-driven products to meet different consumer
needs.

We place great importance on the online and offline parallel development.
As for offline measures, the Group will continue to expand its physical
store network by adding a net total of 100 stores in 2025, targeting prime
shopping centers in provincial capitals and prefecture-level cities, while
also expanding its outlet network to clear inventory and boost sales. As for
online measures, the Group will harness online-offline synergy, including
TikTok live-streaming and other new retail efforts to offer personalized
shopping experiences. This year, it aims to increase online sales of new
products, targeting a rise to 80% of total e-commerce sales, with new retail
business achieving over 15% growth by 2025 and overall sales growing by
at least 10%.

In inventory management, the Group will continue to enhance supply
chain efficiency to respond quickly to market demands and improve
overall profitability. Meanwhile, further automated production will also
be facilitated to manufacture higher-quality products at lower costs while
providing employees with a better working environment, achieving
mutually beneficial outcome for our employees, consumers, and the
Company itself.

In the long-term, China Lilang remains committed to delivering menswear
with minimal design and high quality. Through unique product designs
and effective marketing approaches, it will strengthen its competitive edge,
solidify its leadership in the menswear industry, and create greater value for
shareholders, employees, and consumers.

WANG DONG XING
Chairman

18 March 2025
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Management Discussion

and Analysis
Jdoooon

INDUSTRY REVIEW

In 2024, China’s annual gross domestic product (GDP) recorded a year-on-
year increase of 5.0%; the total retail sales of consumer goods recorded
a year-on-year increase of 3.5%, with the retail sales of apparel, footwear,
headwear and knitwear recording a year-on-year growth of only 0.3%.

During the year, new types of consumption have shown remarkable
development advantages. Online sales have become a crucial driver of
growth in consumption. Online retail sales recorded a year-on-year growth
of 7.2% throughout the year, among which the online retail sales of physical
goods grew by 6.5%.

good
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Management Discussion and Analysis (continued)

ododdddUooo

As a leading player in the industry, China Lilang carried through the
facilitation of its strategic transformation during the year, while leveraging
technology for better corporate management and enhancing operational
efficiency to achieve higher-quality and healthy growth. The Group
continued to facilitate strategic transformation and strengthened its
domestic sales network and further optimized channel layout effectively
with the outstanding partnerships with distributors and various partners
during the year to improve operational efficiency. With the extensive
data accumulated from the retail business and the valuable experience
of successful direct-to-retail model implementation of the “LESS IS MORE"
smart casual collection, the Group has also innovated the business model of
the “"LILANZ" core collection, and initiated the DTC model (hybrid operation
of direct-to-retail stores and stores of sub-distributors) in North-Eastern
China and Jiangsu Province during the year to replace the previous business
model operated by distributors. As at the end of December 2024, the Group
had a total of 2,773 stores nationwide, representing a net increase of 78
stores during the year. Among the 2,451 stores under the core collection,
there are 994 consignment stores and 64 direct-to-retail stores, respectively.

The Group has adopted a brand-new retail strategy. E-commerce platforms
have transformed from a channel for inventory clearance to a retail sales
channel mainly for new products. Through the integration of online and
offline resources, the Group optimized customer experience regarding
services and consumption, while enhancing overall retail management
to support the development of e-commerce. Meanwhile, the Group
proactively expanded live-streaming e-commerce on TikTok during the
year and launched various exclusive new products online. During the year,
e-commerce achieved 24% growth, outperforming the overall business.

Based upon the solid foundation of brand building, the Group launched its
brand new “Multi-brands and Internationalization” development strategy
to expand into broader markets. In terms of multi-brands, a joint venture
of the Group secured the brand ownership of premium golf apparel brand
“MUNSINGWEAR" in the PRC in August 2024, being China Lilang's first
brand besides its self-developed brands, with the first store expected to
commence operation in 2025. As for overseas development outside of the
PRC, the Group has established a subsidiary company in Malaysia during the
year, with plans to open its first international store in 2025. In this way, the
Group is positioned to achieve its goal of operating three brands - “LILANZ",
“LESS IS MORE"and "MUNSINGWEAR"in two markets, China and Malaysia, by
the end of 2025.
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Management Discussion and Analysis (continued)

ododdddUooo

As of 31 December 2024, annual revenue amounted to RMB3,650 million.
Profit attributable to equity shareholders was RMB461.1 million. The
earnings per share were RMB38.51 cents.

The Board has recommended a final dividend of HK9 cents per share and
a special final dividend of HK3 cents per share, making a total dividend
payment of HK$143.7 million. This reflects a stable dividend payout ratio.

FINANCIAL REVIEW

The Group's annual revenue in 2024 increased to RMB3,650.0 million,
marking a year-on-year increase of 3.0%. The smart casual collection grew
by 27.2% during the year, continuing the positive momentum from 2023,
which was mainly benefited from surge in average sales per store and
contribution from in new retail channels. The sales of the core collection
recorded a decrease of 3.0%, mainly due to the Group’s recovery of
distribution rights in the three provinces of the North-Eastern China and
Jiangsu Province and the transition to DTC model for operation, resulting in
the decline of sales in the distribution business. In addition, the Group paid
compensation to former distributors in the four provinces, with the amount
directly deducted from sales revenue.

By product category, sales of tops increased by 7.4% year-on-year,
accounting for 65.5% of total revenue (2023: 64.7%), with the overall down
jacket product category achieving a significant growth of 40.8% driven
by the strong sales of innovative lightweight down collections launched
during the year. Sales of pants accounted for 21.8% (2023: 20.9%) of total
revenue, with a 10.5% increase in sales. Sales of accessories decreased by
6.0% and accounted for 6.6% of total revenue.
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Revenue by collection

ooooonoo
2024 2023
gooog googo
RMB million % of revenue RMB million % of revenue Increase
Collections od ooooo 000 % uuEnEugnEn 000 % oo
Core collection oono 2,756.4 75.5% 2,841.1 80.2% -3.0%
Smart casual collection oono 893.6 24.5% 702.7 19.8% 27.2%
Total 0d 3,650.0 100.0% 3,543.8 100.0% 3.0%
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REVENUE BY REGION

Eastern China remained as the largest sales region of the Group, with
sales growth of approximately 2.7% during the year, indicating a growth
rate below average, which was mainly due to the one-off deduction from
income caused by compensation incurred by the recovery of distribution
rights from the distributors in Jiangsu. Excluding this factor, sales revenue
in Eastern China still maintained solid growth, mainly driven by the sales
contributions from the smart casual collection within the region.

The Northern China and North-Western China experienced significant sales
growth, primarily due to increases in number of stores and satisfactory
performance at outlet stores.

The sales growth in the Central and Southern China and South-Western
China was relatively low, mainly due to the steady number of stores in these
regions and the short-term impact on sales from the distributor switching
process in Chongging.

Sales in North-Eastern China declined, mainly due to the deduction of sales
revenue from the one-off compensation paid to distributors for recovering
the distribution rights during the year. Excluding this factor, sales revenue
in North-Eastern China showed solid growth, reflecting improvement in
operation efficiency following the implementation of the DTC model.
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REVENUE BY REGION FORTHE YEAR IS SET OUT BELOW:

gbooobooboobgn

RMBmnOOOO0O0O

| se3s ) rv2023 D Fv2024
1,522.6 g 202300 0 202400 0
809.8 829.0
499.6 498.3
356.0 388.0 5734 3141
I 824 564
-
East;rr;zI C?ina3 Sogit?gil gﬂ:ﬂn ” Soutgr-ﬂzgtem Nort&—ﬂzgtern NortfgerEI (Ehina’ Nortchh-iF;]aasztern
oo+ oo-» goge oog:?
Regional Revenue
good
2024 2023
goooo goooo
CUTENN T T WCZY AT RMB million % of revenue Increase
The Group ogd gooono 000 % [uuEnpagugn oo % oad
Northern China od 314.187 8.61% 273431 7.72% 14.9%
North-Eastern China oad 56.474 1.55% 82424 2.33% -31.5%
Eastern China oad 1,563.879 42.85% 1,522,622 42.97% 2.7%
Central and Southern China od 829.033 22.71% 809.831 22.85% 24%
South-Western China oad 498.387 13.65% 499.563 14.10% -0.2%
North-Western China oo 388.040 10.63% 355924 10.04% 9.0%
3,650.0 100.0% 3,543.8 100.0% 3.0%
(1) Northern China includes Beijing, Hebei, Shanxi, Tianjin and Inner Mongolia. m Jd0odooooooooooooooboa
oo
() North-Eastern China includes Heilongjiang, Jilin and Liaoning. (2) gooooooooooooon

(3) Eastern China includes Jiangsu, Zhejiang, Shanghai, Anhui, Fujian, Shandong and 3)

goobooooooooooobooo

Jiangxi. gooooooo
(4) Central and Southern China includes Henan, Hubei, Hunan, Guangdong, Guangxi 4) JOoo0oboOd0oooooOoobooooboao
and Hainan. gooo
(5) South-Western China includes Chongging, Sichuan, Guizhou, Yunnan and Xizang. 5) JO00o0doooboOoOooboooooao
od
6) North-Western China includes Shaanxi, Gansu, Qinghai, Ningxia and Xinjiang. 6) JO00o0doooboOoOooboooooao
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COST OF SALES AND GROSS PROFIT MARGIN

Cost of sales increased by 4.0% year-on-year to RMB1,910.7 million. The
gross profit margin decreased by 0.5 percentage points year-on-year
to 47.7%, mainly due to the deduction of sales revenue from the one-
off compensation paid to distributors for recovery of distribution rights.
In addition, due to further improvement in inventory management
capabilities, the reversal of inventory provision in 2024 was RMB31.42
million lower than that in 2023, which increased the cost of sales.

OTHER NET INCOME

Other income amounted to RMB70.0 million (2023: RMB51.0 million), which
included grants from Chinese local governments of RMB66.9 million (2023:
RMB47.5 million), subsidy income increased during the year. These local
government grants are awarded unconditionally and at the discretion of
the relevant authorities.

SELLING AND DISTRIBUTION EXPENSES

The Group's selling and distribution expenses for the year increased by RMB
101.7 million to RMB1,058.9 million. These expenses accounted for 29.0%
of total revenue, up by 2.0 percentage points compared to the same period
last year.

Advertising expenses and renovation subsidies and expenses decreased by
RMB38.2 million to RMB483.2 million during the year, accounting for 13.2%
(2023: 14.7%) of total revenue. This reflected the Group's efforts to save
costs in response to a weak consumer market. Expenses from direct-to-retail
stores and online stores increased by RMB67.8 million to RMB355.6 million,
accounting for 9.7% of total revenue (2023: 8.1%), mainly due to strong
growth of the smart casual collection and transition to the DTC model..
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ADMINISTRATIVE EXPENSES

Administrative expenses amounted to RMB188.2 million, an increase of
RMB11.1 million compared to the same period last year, with expenses-
to-sales ratio rising to 5.2% (2023: 5.0%), primarily due to higher staff costs
during the year.

OTHER OPERATING EXPENSES

Other operating expenses amounted to RMB9.7 million (2023: RMB12.8
million), with the decrease primarily due to a reduction in charitable
donations.
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PROFIT FROM OPERATIONS

Operating profit decreased by 9.5% to RMB552.5 million, mainly due to
the positive impact on gross profit margin contributed by strong growth
in sales of smart casual collection and implementation of DTC model
being offset by one-off compensation expense incurred in the recovery
of distribution rights, along with the increase in operating expenses. The
operating profit margin decreased by 2.1 percentage points to 15.1%.

NET FINANCE INCOME

Net finance income was RMB56.2 million, an increase of RMB9.0 million over
the previous year. The increase was mainly due to higher interest income
from additional fixed deposits and a foreign exchange gain of RMB3.3
million recorded by the Group, compared to a foreign exchange loss of RMB
2.7 million over last year.

INCOME TAX

The effective income tax rate for the year was 24.3%, representing an
increase of 4.9 percentage points compared with last year. One of the
Group's Chinese subsidiaries qualified as a high-tech enterprise, and
therefore enjoyed a preferential tax rate of 15%. The other three subsidiaries
of the Group registered in Xizang also enjoyed the local preferential tax rate
of 15%. Provisions during the year decreased compared to last year, while
deferred tax deductions declined, leading to an increase in the effective tax
rate.

PROFIT ATTRIBUTABLE TO EQUITY SHAREHOLDERS

Profit attributable to equity shareholders was RMB461.1million, representing
a decrease of 13.1%. The margin of profit attributable to equity shareholders
decreased by 2.4 percentage points to 12.6%.

EARNINGS PER SHARE

Earnings per share were RMB38.51 cents, representing a decrease of 13.1%.
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FINAL DIVIDEND

The Board has resolved to pay a final dividend of HK9 cents (2023: HK13
cents) per ordinary share and a special final dividend of HK3 cents (2023:
HK5 cents) per ordinary share in respect of this financial year, making a
total dividend payment of approximately HK$143.7 million (equivalent to
approximately RMB135.4 million). The final dividend and the special final
dividend will be paid in cash on or around 22 May 2025 to shareholders
whose names appear on the Company’s register of members on 7 May
2025.

BUSINESS REVIEW
SALES CHANNEL MANAGEMENT

Currently, the Group adopted consignment, distribution, DTC and
e-commerce direct-to-retail models for its core collection, with adoption
of offline and e-commerce direct-to-retail models for its smart casual
collection. Such diversified sales channels and precise market positioning
align our products and services more closely with the buying habits of
Chinese menswear consumers, thereby driving sales growth.

The Group advanced its channel transformation during the year. It first
implemented the DTC model for the “LILANZ" core collection in the North-
Eastern China and Jiangsu Province, replacing the previous model operated
by distributors. Streamlining the sales channel structure will greatly enhance
the store operation efficiency and inventory management capabilities of
the "LILANZ" core collection in the region, while utilizing an advanced digital
operation system and fully integrated value chain from production to
retail could better leverage the Group’s competitive advantages, delivering
higher value-for-money products and an enhanced shopping experience
to consumers. Within less than a year of implementation, these initiatives
have already delivered significant growth for the Group of the sales in the
North-Eastern China and Jiangsu Province and are anticipated to provide
even greater contributions to the Group’s long-term performance. By the
end of December 2024, the total number of stores under DTC model stores
had reached 203.

Regarding store location strategy, the Group continued to concentrate its
opening stores in prime locations within premium shopping malls and
outlet centers and leveraging renovations with the most distinctive brand
identity to attract customers to boost sales.
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As at the end of December 2024, 933 stores (31 December 2023: 879) dodoboooooooboobboooooo
were located in shopping malls, representing approximately 33.6% of the o3 bUubDuouobobOoboonasry
total store count and approximately 36.5% of the total retail floor area. In OMo0ooogggds3sseoooon
addition, there were 103 outlet stores (31 December 2023: 77). 0036500 0000000000 1030
oooooboooboooboogzzom

As at the end of December 2024, the Group had a total of 2,773 retail stores O0o0o0obooOoboooooooooao
nationwide, a net increase of 78 stores during the year. This included a net 277300000000007800000
increase of 58 core collection stores and 20 smart casual collection stores. googossgooobooz2obodd
The new stores are mainly concentrated in North-Western China and oboboodoooooooboooooon
Northern China. As at the end of December 2024, the total retail store floor goboobbooooobbooooon
area was approximately 460,205 square meters (31 December 2023: 429,543 OO004e02050 000 000000O0O0
square meters), representing an increase of 7.1% compared with the end of Ooboo0ob45430 00000000

the previous year. 0 7.1%0
Changes in the number of stores by region are as follows: gboobogobooobooobo
Number of Stores
oooo

As at Opened Closed As at
1 January during during 31 December
2024 the year the year 2024
oooooo oooooog
Region 0od oooo oooo 0000 Doooooo
Northern China oo 267 75 32 310
North-Eastern China oo 132 29 20 141
Eastern China oo 774 178 163 789
Central and Southern China oo 721 131 127 725
South-Western China oo 491 72 75 488
North-Western China od 310 49 39 320
2,695 534 456 2,773
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The breakdown of the store numbers is as follows:

oooboooobooo

31 December 2024 31 December 2023
000000000000 oooooooooooo
Core  Smart casual Core Smart casual
collection collection collection collection Total
ooo ooo ooo ooo 0o
By operations ooooo
Direct-to-retail stores ooa 64 318 382 1 2% 297
Consignment ooa 994 0 994 936 0 936
Distribution 000 1,393 4 1,397 1456 6 1462
Total number of stores 0o0 2451 322 2,773 2393 302 2695
By type of stores ooooo
Stores in shopping malls and outlet stores 0opoooboooo 764 272 1,036 703 253 956
Shop-in-shops in department stores 0oooo 272 35 307 261 34 295
Street stores 000 1415 15 1,430 1429 15 1444
Total number of stores 0oo 2,451 Yyl 2,773 2393 302 2695
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NEW RETAIL DEVELOPMENT

The Group continued to prioritize new retail as one of its key areas of
business development, with a considerable 24% growth recorded during
the year. The Group continues to strengthen new retail’s all-platform
positioning, not only increasing the input strength toward TikTok and
traditional e-commerce platforms, but also opening up multiple online
channels such as “Pinduoduo’, “Poizon” and so forth. In addition, the Group
actively explores integrated marketing approach combining Weibo,
Xiaohongshu, and other online social media with offline stores, digging out
new retail business's development opportunities.

To meet business development needs, the Group has comprehensively
upgraded its retail management system to achieve seamless docking of
online-offline platforms and real-time data sharing, as well as leveraging
the technological characteristics of WeChat Mall for the complementary
advantages of online and offline services, providing better customer service
and shopping experiences while enhancing store efficiency. Meanwhile,
the Group kept investing in automated production facilities and a smart
warehouse and logistics distribution system, the Group has improved its
ability to restock quickly.

PRODUCT DESIGN AND DEVELOPMENT

Adhering to the brand philosophy of “Simplicity but not Simple’, the Group
continued to provide consumers with high-quality products with value
through the implementation of the strategy of “Simplified Design, Excellent
Quality”
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During the year, the Group collaborated with prominent Chinese designer
Chen Peng to launch and release the 24 Winter “Cheng Qi" capsule
collection of down jackets. This collection draws inspiration from the
cultural philosophy of traditional wood-fired ceramics from Jingdezhen,
China. It is based on the aesthetics of Eastern craftsmanship and skillfully
incorporates modern Western fashion techniques, evoking reflections
on the quality of a minimalist lifestyle. Meanwhile, the Group's newly
introduced: “Fearless of Wet and Cold, Water-Resistant and Warmer” Water-
Repellent Down 3.0. This product uses Hoplion Downtek PFC Free™, referred
to as the “International Top Water-Repellent Down’, a non-fluorinated, ultra-
strong water-repellent down. It achieved an excellent result of over 10,000
minutes in the IDFL Shake Test, providing long-lasting water resistance,
high loft for warmth retention, and cleanliness for health. This innovation
addresses issues such as the damp cold in Southern China, susceptibility
to stains, difficulty in cleaning, and lengthy maintenance time. It resonated
with a broad consumer base and also led to a year-on-year increase of 41%
in the Group's overall down product sales.

The Group strived for the innovation and upgrading of fabrics. During the
year, it launched its debut original durable white non-iron shirts with two
durable white patented technologies. The shirts maintain a drip-dryness
grade of DP3.5 and a whiteness value of 150+ after 30 machine washes,
effectively solving the shortcomings of traditional white shirts that often
develop a yellow tin after washing. In addition, its high-density and high-
knit long staple cotton fabrics can correct the shortcomings of ordinary
white shirts that are too transparent while ensuring extra comfort.

Aiming at young consumers’ unique pursuit of “sense of ritual’, the Group
introduced the "SMART Elite Collection” this year. The products showcase
the minimalist philosophy of China Lilang’s brand, while also featuring
exquisite design details to attract Gen-Z consumers. Together with targeted
promotion on platforms such as TikTok and Xiaohongshu, the products
have received positive reviews from users.

The Group continued to increase investment in research and development
and product upgrades during the year. The proportion of the products with
original designs for sale was approximately 75%, while the proportion of
products proprietary fabrics developed by the Group was around 58%. The
Group’s research and development department has a total of approximately
368 staff members, who are meticulously focusing on areas such as product
design, material development and sample creation, so as to achieve
exquisiteness through innovation, enhance the overall competitiveness of
the Group's products, and lead aesthetic trends.
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BRAND MANAGEMENT AND PROMOTION

The Group has actively explored diverse new marketing approaches with
a focus on “innovation, quality, and youthfulness” as key themes. Through
initiatives such as brand strategy upgrades, celebrity endorsements,
digital marketing, and corporate social responsibility efforts, the Group
has successfully reached consumers across cities of different tiers and age
groups, resulting in both better performance and public praise.

The Group leveraged the influence of “star” power by closely integrating
celebrities, its brands, and cities to enhance its brands’ local influence.
Earlier this year, the Group named Xu Kai as the brand ambassador for
LESS IS MORE to boost its standing in the young business wear market,
establishing itself as the preferred brand for young business professionals.
During the year, the Group collaborated for the third time with Mango
TV's S+ level variety show Call Me by Fire 4. The Group signed program
guests Wang Zhengliang and Hu Xia as the chief brand ambassadors
for Lilang’s minimalist menswear. Through methods such as commercial
breaks, brand logo displays, product close-ups, and immersive scene
placements, the brand deeply communicated its philosophy of “Strength
in Simplicity The Group invited renowned celebrities, including Wu Kequn,
Yang He Su, and MC Jin, to wear the "LESS IS MORE" collection and host
brand meet-and-greet events in Jinan, Guiyang, Xuzhou, Zhengzhou and
Nanchang. These events showcased a new paradigm for young business
professionals, enhanced the Group's penetration in the regional markets,
and strengthened consumer recognition of China Lilang brand.

During the Paris Olympics, China Lilang partnered with National Geographic
China to launch the “Journey Along the Silk Road to Paris (O O 0O O O O
O )"IP collaboration. The initiative featured renowned individuals, including
sports champions Zhong Man, Bao Chunlai, Qi Guangpu, Antarctic
ambassador Wang Yuheng, and actor Gao Zhiting, wearing Lilang’s SMART
Elite Collection suits. Starting from Zhangye in Northwest China, the journey
passed through seven countries and thirteen cities before reaching Paris,
France. By leveraging the Intellectual Men's Group, Lilang traveled along the
Silk Road to Paris to attend a global event, further elaborating on the brand
connotation of 'New Business Aesthetics”.
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In addition, the short fashion film “Best Wishes"U O O OO O O O D),
sponsored by China Lilang, was awarded “Best Director” in the Film and
Fashion Section of the 2024 Beijing International Film Festival. In the short
film, China Lilang shirt symbolizes heritage through time and travels with
the protagonist through the past, present and future, introducing Lilang’s
brand philosophy of “Simplicity but not Simple” and brand concept of
“Creating a Better Life"to the public through a cinematic narrative.
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AWARDS

During the year, the Group debuted its durable white non-iron shirts, which
earned the title of “the world's outstanding extra durable white non-iron
shirt”from the World Record Certification Agency (WRCA).

The Group’s newly upgraded Water-Resistant Down Jacket 3.0 has received
dual certifications from WRCA as the "Down Jacket with the Highest Water-
Resistance Performance” and the “World-Class Outstanding Ultra-Warm
Technology Water-Resistant Down Jacket” It has also won six international
awards, including the Gold Award at the French Design Awards, Silver
Award at the London Design Awards, Silver Award at the MUSE Design
Awards in the United States, Silver Award at the Titan Innovation Awards,
the 2024 Hong Kong and Greater Bay Area Design Competition Gold Award,
and the Silver Award at the New York Product Design Awards.

Carrying through its design philosophy of “Simplicity but not Simple’, the
Group was awarded the “CHIC AWARD 2024 Brand Award” at the 2024
CHIC AWARD. This accolade highlights the corporate responsibility and
determination of China’s LILANZ brand.

CHARITY

China Lilang fulfills its corporate social responsibility through concrete
actions, contributing to the harmonious development and progress of
society. The year 2024 marks the third year of the Group's implementation
of the "2022-2027 Aesthetic Education Public Welfare Program”. To date,
the Group has donated over RMB6.58 million and established 23 Dream
Centers, providing children in underdeveloped areas with opportunities to
learn artistic creation. Approximately 30,881 children have benefited from
the program, supporting them in realizing their dreams.

During the year, the Group initiated the establishment and collaborations
with multiple public welfare funds, expanding the coverage of its charitable
efforts to more regions and populations. To support the development of
the medical and healthcare sector in Jinjiang and to align with the national
strategy for establishing regional medical centers, the Lilang Charity
Foundation (0 O O 0O O O O ) donated RMB5 million to Jinjiang Municipal
Hospital (Shanghai Sixth People’s Hospital Fujian Branch) during the year.
The Group also collaborated with the Tencent Charity Foundation to donate
RMB1.10 million to the “Tencent 99 Giving Day — Fen Fen Juan (O O 990

00 —0O 00O )"initiative, helping bring various charitable dreams to life.
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PROSPECTS

Looking ahead, the prospects of geopolitical and economic environment
remain complex and the impact of factors such as international trade tariffs
on real economy is unpredictable. As an industry leader, China Lilang will
continue to leverage its own advantages to drive transformations and
actively seize opportunities arising from market consolidation. With the
cultivation of its core collection and smart casual collection, as well as the
advancement of "Multi-brands and Internationalization’, and new retail
strategies, the Group will actively expand its market share and enhance
brand competitiveness. We will continue to introduce innovative and
differentiated new products to meet consumers’ demand for “high-quality
products with value”and leverage the advantages of sales channel reforms
to enhance overall operational efficiency, endeavoring to distinguish
ourselves in a dynamic market environment by capitalizing on China
Lilang’s own advantages and further strengthening its leadership position
in the menswear industry.

The “LILANZ" core collection would continue the implementation of channel
reform in 2025. With the successful implementation of the DTC model for
the first time in 2024, the Group would enhance the connection between
our brands and consumers with a more effective way, so as to respond to
market changes more flexibly, swiftly and precisely, and satisfy the needs of
consumers to enhance store efficiency and boost profit margin. The Group
anticipates that the potential of DTC model will further be unlocked from
2025 onward and contribute to sales growth.

The Group will also seize the gaining momentum of the "LESS IS MORE"
smart casual collection and focus on the development of Tier-1 and Tier-2
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In terms of new retail business, the Group will increase the sales of new
products online during the year, targeting to raise the proportion of sales of
new products to 80% of e-commerce sales. To align with its development,
the Group will strengthen online promotion and continue to leverage
e-commerce live-streaming on popular social media platforms such as
TikTok and Xiaohongshu and reach consumers across the country to drive
sales growth. The Group aims to achieve 15% or more growth in new retail
business for the year, with total sales achieving growth of no less than 10%.

China Lilang will leverage fully the advantages of its brands and channels
developed throughout the years to strategically upgrade its brand position
during the process of market consolidation, and in turn raise the Group’s
competitiveness in the market. The Group has put forward and facilitate its
development strategies of “Multi-brands and Internationalization” last year.
The online sales of "MUNSINGWEAR" are expected to officially commence
during the first half of this year, while the first physical store will open
during the second half of this year. In addition, the Group's plan of opening
international stores in Malaysia is proceeding smoothly. The first store is
expected to open in the country during the first half of this year, marking
the official venture of L