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ABOUT DCH

Dah Chong Hong Holdings (stock code: 01828) is an
integrated motorrand consumer. productsidistribution
company operating in Asia with"an extensive logistics
networksDCHisaleading distributor.and dealer.of motor
vehiclesand providesafull range of motorrelatedservices
including maintenance, rental, repairand financing. DCH's
consumer products business includes the distribution
of food'and FMCG, healthcare and electrical products
as well as food processing, trading and retail.

Dedicatedto bringing to quality productsto consumers
across Asia, DCH is the preferred partner-of over 1,000
brands from more than 30 countries with' operations
in 12 Asian economies. DCH is a subsidiary of ‘China’s
largest conglomerate CITIC Limited (stock code: 00267)
and employs over 17,000 staff across Asia Pacific. For
more details, please visit www.dch.com.hk.
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FINANCIAL HIGHLIGHTS

Six months ended 30 June

HKS million 2018 2017
Revenue Nete 24,474 23,352
Profit from operations 618 502
Profit attributable to shareholders 275 232
Segment profit/(loss) after taxation Mot
Motor Business 604 387
Consumer Products Business (44) 111
Other Businesses 20 23
30 June 31 December
HKS million 2018 2017
Total debt 7,073 6,927
Cash and bank deposits 1,083 1,138
Net debt 5,990 5,789
Shareholders’ funds 10,076 10,145
Total capital 16,066 15,934
Total capital employed 17,149 17,072
Net gearing ratio 37.3% 36.3%

Six months ended 30 June

HK cents 2018 2017
Earnings per share 14.89 12.66
Interim dividend per share 5.05 5.05

Note: The handling and service charge income and commission income generated from businesses of hire purchase and insurance agency have
been classified under “Revenue”. Segment profit/(loss) after taxation are before corporate expenses and recharges and the corresponding
tax impacts. Comparative figures of revenue and segment profits/(loss) after taxation have been adjusted to conform to current period'’s
presentation.
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BUSINESS REVIEW

In the first half of 2018, Dah Chong Hong Holdings Limited (“DCH" or the “Group”) recorded an increase of
18.5% in profit attributable to shareholders totaling HK$275 million (first half 2017: HK$232 million) and a 4.8%
increase in revenue to HK$24,474 million (first half 2017: HK$23,352 million) as operational enhancement
measures continued to deliver growth and profitability improvement in core segments.

Effective 1 January 2018, DCH adopted Hong Kong Financial Reporting Standard (“HKFRS") 15, Revenue from
contracts with customers, which affects the way revenue is recorded for agency and distribution businesses.
As a result, recorded revenue for the first half of 2018 decreased, particularly in the consumer products
segment. Excluding the impact of HKFRS 15, DCH revenue increased by 9.8% on a like-for-like basis.

The motor business recorded 18.5% revenue growth to HK$18,170 million (first half 2017: HK$15,338 million)
while operating profit' increased by 49.4% to HKS$771 million (first half 2017: HK$516 million) as a result of
increased passenger vehicle sales from a wide range of business and portfolio enhancement measures and
favourable market factors, particularly in mainland China.

Revenue of the consumer products segment decreased by 7.4% on a like-for-like basis as a result of portfolio
and market optimisation and by 21.4% to HK$6,280 million (first half 2017: HK$7,994 million) after the
application of HKFRS 15. Operating profit dropped and recorded a loss of HK$3 million (first half 2017:
HK$138 million profit) due to restructuring in mainland China and Southeast Asia, which offset profitability
improvement in Hong Kong and Macao driven by synergy and portfolio upgrades.

Revenue by Segment Operating Profit/(Loss) by Segment Profit Attributable to Shareholders
(HKS million) (HKS million) (HKS million)
30,000 1,000 300
25,639 24,474
23,352 2_4 24 792
25,000 20 — 800 680 24 250
26
20,000 — 200
600
15,000 150
400
10,000 100
5,000 200 50
(3)
0 0 0
1H2017 1H2018 1H2018 1H2017 1H2018 1H2017 1H2018
excluding
HKFRS 15
Il Motor Consumer Products M Others Il Motor Consumer Products M Others

At the Group level, DCH continues to strengthen operations by consolidating business functions, upgrading
systems and adopting a performance culture as part of a comprehensive programme to enhance our
efficiency and agility in the increasingly dynamic marketplace. We have begun to implement growth
strategies, particularly in mainland China motor, with plans to open more dealerships in the premium and
middle-market segments. Despite challenges in mainland China, the consumer products segment remains
a high-potential growth area for DCH and we are positioning the business to benefit from growth in the
Greater Bay Area, “One Belt, One Road” countries and increasing consumer purchasing power across the
region.

! Operating profit/(loss) is equal to segment result from operations, as referred to in Note 3(a) to the unaudited interim financial report and
excludes taxation and non-controlling interests.
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BUSINESS REVIEW (CONTINUED)

While we anticipate increased tariffs on US imports and the reduction of tariffs on imported vehicles will
have minimal direct impact on DCH sale volumes, market uncertainty may affect consumer sentiment across
categories and changes in tariff structures could potentially impact the longer-term production, pricing and
product range strategies of our partners.

Therefore, our business outlook remains prudent despite the success of the business enhancement
programme, and we will continue to closely monitor the direct and indirect impacts of trade policies as we
sharpen our capabilities and fuel growth opportunities across our business segments.

MOTOR BUSINESS

As a dealer and distributor of motor vehicles, DCH represents more than 20 renowned automotive brands
and has a presence in mainland China, Hong Kong, Macao, Singapore, Taiwan and Myanmar. Leveraging
industry expertise built over more than 50 years, our vehicle distribution business is augmented by a wide
portfolio of motor related businesses including independent service outlets, vehicle parts trading, used car
sales, motor leasing, auto finance and insurance agency, engineering projects, aviation support operations
and the sales of luxury yachts.

Following a series of successful business enhancement measures, revenue from the motor business increased
by 18.5% to HK$18,170 million (first half 2017: HK$15,338 million) and operating profit increased by 49.4%
to HK$771 million (first half 2017: HK$516 million) with improved performance and positive market factors
in mainland China as well as Hong Kong and Macao, offset by a delay in Euro VI vehicle supply in Singapore.
Operating margin improved in all markets.

Motor Revenue by Geography Motor Operating Profit Motor Operating Margin
(HKS million) (HKS million) (%)
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BUSINESS REVIEW (CONTINUED)

Motor Business — Mainland China

In mainland China, DCH operates more than 100 4S shops and showrooms with a wide range of services
including leasing, financing, part sales and insurance agency. Beginning in 2016, DCH began a series of
business reforms and enhancements designed to prepare the segment for growth and improve profitability.
Strategic measures included the centralisation of management, rationalisation of our 4S shop portfolio
and increased exposure to the luxury and premium segments. Operationally we focused on stringent
discounting controls, the realignment of sales incentives and KPlIs, service training for front line staff and the
enhancement of customer lifecycle and relationship management. In the first half of 2018, these measures
continued to deliver strengthened sales and profitability across our portfolio of 4S shops.

The automotive market in mainland China was stable for the period with passenger car unit sales of 11.8
million, representing 4.6% growth against the first half of 2017 while luxury and premium vehicle sales
outpaced the overall market at a 13.2% growth rate. As a result, DCH sold a total of 50,515 vehicle units,
an increase of 10.5% against the first half of 2017 and revenue increased by 24.3% to HK$14,628 million
(first half 2017: HK$11,770 million) reflecting increased exposure to the luxury and premium segments, the
effectiveness of sales activities and contribution from newly-acquired dealerships.

Operating profit surged by 73.4% to HK$482 million (first half 2017: HK$278 million) due to successful
business enhancement measures, higher unit sales and contribution from the new dealerships. Overall, the
mainland China motor segment delivered an operating margin of 3.3%, up from 2.4% in the first half of 2017,
attributable to the effectiveness of the sales force, the more profitable portfolio mix and pricing control
initiatives that continue to deliver results.

Aftersales service revenue, which represents 9.5% of total 4S shop revenue, increased by 31.2% with an 8.8%
increase in vehicles serviced to 569,772 units. Additionally, the motor leasing business, finance portfolio and
insurance commission income increased against the first half of 2017.

In the second half of the year, DCH will continue to focus on operational excellence while upgrading
information systems, integrating new dealerships and preparing to build on greenfield sites. In 2017, the
government announced a tariff reduction for imported vehicles, which represent less than 7% of our annual
unit sales, however, resulting pricing and production strategies adopted by manufacturers may have an
unforeseen impact on the market in the longer term. Similarly, while US-manufactured vehicles subject
to increased import duty due to Sino-US trade policies represent less than 1% of our unit sales, continued
market uncertainty generated by trade tensions has the potential to negatively affect consumer confidence.
We will continue to monitor the market carefully in the second half of the year.

Motor Business — Hong Kong and Macao

In Hong Kong and Macao, DCH is the dealer and distributor of 15 vehicle brands with supporting motor
related businesses including motor leasing, used car trading, service outlets, parts trading, aviation services,
engineering projects and the distribution of luxury yachts.
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BUSINESS REVIEW (CONTINUED)

In the first half of 2018, the Hong Kong passenger car market returned to normalcy with a decline of 15.0% in
unit sales against a one-off increase of 21.2% in 2017 triggered by an electric vehicle tax concession and new
diesel vehicle regulations. Passenger car sales excluding electric and diesel vehicles have rebounded with a
year-on-year increase of 18.0% in Hong Kong. Likewise, DCH passenger car unit sales regained market share
and increased 26.9% in Hong Kong and Macao to 3,901 total units.

DCH commercial vehicle unit sales in Hong Kong and Macao decreased by 9.7% to 1,873 units as the Hong
Kong government’s emissions programme entered into its final stage despite 4.3% market growth driven by
demand for the newly-authorised 19-seater light buses.

Revenue for the Hong Kong and Macao motor segment increased by 9.2% to HK$2,892 million (first half
2017: HK$2,649 million) with a 12.1% increase in vehicle unit sales as DCH passenger car sales outpaced
the overall market due to strong demand and model launches. Sales were further enhanced by efforts to
increase marketing efficiency through digital marketing, showroom enhancements, salesperson effectiveness
and improvements in customer relationship management.

Operating profit improved significantly by 39.9% to HK$235 million (first half 2017: HK$168 million) from
higher vehicle sales volume, prudent margin controls and efficiency enhancements. Overall, operating
margin was 8.1%, an increase of 1.8 percentage points against the first half of 2017.

The motor related businesses also delivered a strong performance in both revenue and profit with growth
in the aviation services, parts trading and leasing businesses. In 2018, DCH was selected as the sole operator
to supply, manage and maintain zero-emissions ground service equipment (“GSE”) at the Hong Kong
International Airport Midfield Concourse. The GSE Pooling scheme commenced in July 2018 and lasts for a
period of 10 years with a 5-year extension option.

In April of 2018, DCH began the delivery of 34 Euro VI Sinotruk street sweeping vehicles to the Hong Kong
Government’s Food and Environmental Hygiene Department, the first domestic Euro VI vehicles purchased
by a Hong Kong government agency. Last year, DCH also secured a contract to be the sole provider of
double decker cross-border shuttle buses and recovery tow trucks for the Hong Kong-Zhuhai-Macao Bridge
scheduled to open in September of 2018.

Princess Yachts also recorded increased revenue with a solid pipeline for delivery. This year, DCH opened a
new showroom conveniently located in the Central district of Hong Kong to enhance customer convenience
while building the brand profile and expanded into the Shenzhen market with participation in the Shenzhen
International Boat Show.

The outlook for the Hong Kong and Macao motor segment is stable, with a mature passenger car market,
market leadership in commercial vehicles and further development opportunities in the motor related
business. Looking forward, DCH will continue to focus on securing commercial vehicle market share,
solidifying our reputation as a best-in-class service leader and adopting a smarter approach to customer
lifecycle management to maintain profitability in a well-developed market.
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BUSINESS REVIEW (CONTINUED)

Motor Business — Other Markets

The other markets motor business segment includes motor operations in Taiwan, Singapore and Myanmar.
The Taiwan motor business comprises vehicle distribution and sales, a semi-knocked down (“SKD”) assembly
facility and aftersales services. In Singapore, our motor business includes the sales and distribution of
commercial vehicles, aftersales services, vehicle leasing and parts trading. In the first half of 2018, DCH
was awarded a vehicle importing licence for Myanmar and will continue to explore market expansion
opportunities.

Revenue for the first half of 2018 decreased by 29.3% to HK$650 million (first half 2017: HK$919 million)
primarily due to the delay of Euro VI vehicle supply in Singapore, one of the first Asian right-hand drive
markets to adopt Euro VI emission standards for commercial vehicles. Operating profit decreased by 22.9%
to HK$54 million (first half 2017: HK$70 million) due to the sales shortfall in Singapore which offset improved
operating profit in Taiwan.

The delivery of Euro VI vehicles ordered in the first half of 2018 has begun and is anticipated to be completed
by the end of the year, but our market outlook remains prudent due to other market factors in Singapore
including the completion of the Singapore government’s early retirement programme for commercial
vehicles in 2017, the Land Transport Authority’s zero vehicle growth policy in 2018 and the cancellation of
the Malaysia-Singapore high speed rail project.
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BUSINESS REVIEW (CONTINUED)

CONSUMER PRODUCTS BUSINESS

As an integrated distribution platform, DCH distributes over 1,000 brands in a diverse range of product
categories including food and fast moving consumer goods (“FMCG"), healthcare and electrical products,
supported by end-to-end logistics services. Our businesses extend across brand development, manufacturing,
commodity trading, agency distribution, retail and aftersales with operations in Hong Kong, Macao, Taiwan,
mainland China, Japan, Singapore, Thailand, Malaysia, Indonesia, the Philippines and Brunei.

In the consumer products segment, business integration and portfolio optimisation has generated synergies
and solid results in the segment’s largest business, food and FMCG agency distribution in Hong Kong and
Macao, as well as in logistics. The healthcare business delivered market share growth in Southeast Asia but
was impacted by a government policy shift towards generic and domestically produced pharmaceuticals
in mainland China. The electrical products business improved slightly with growth in mainland China and
appliance sales for property development projects.

However, business reengineering efforts continue in the consumer products segment with a ground-up
revision of cost and service structures in mainland China and the streamlining of businesses in Southeast
Asia. Active portfolio and market optimisation across the segment has resulted in a 7.4% decrease in revenue
on a like-for-like basis and a 21.4% decrease after the application of HKFRS 15 to HK$6,280 million (first half
2017: HK$7,994 million), but is expected to provide greater focus and profitability going forward. During the
restructuring, the consumer products segment recorded an operating loss of HK$3 million (first half 2017:
HK$138 million profit) as we continue to improve our operational capabilities.

Consumer Products Revenue by Geography Consumer Products Revenue excluding HKFRS 15 Consumer Products Operating Profit/(Loss)
(HKS million) (HKS million) (HKS million)
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Food and FMCG

The food and FMCG business represents 71.1% of the consumer products segment by revenue with
operations in Hong Kong and Macao, mainland China and other markets. The Hong Kong and Macao
business is the largest by revenue and operating profit and includes agency distribution, food commodity
trading, retail and food manufacturing operations. In mainland China and Southeast Asia, DCH is primarily an
agency distributor and operates food processing facilities.
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BUSINESS REVIEW (CONTINUED)

Food and FMCG - Hong Kong and Macao

In the Hong Kong and Macao food and FMCG business, revenue decreased by 10.9% with the adoption of
HKFRS 15 but was stable with a slight increase of 0.9% on a like-for-like basis. Operating profit increased
by 20.9% due to improved performances in food retail, food commodity trading and manufacturing with a
slight decrease in the agency distribution business.

In our food and FMCG agency distribution business, we offer localised marketing and supply chain services
to a diversified portfolio of market-leading household brands such as Pocari Sweat, Oreo, Hershey's, Ovaltine,
Fonterra and Nivea, delivering into major retailers and caterers in the Hong Kong market. With the inclusion
of the Integrated Market Services Asia (“IMSA") agency distribution business, DCH has become one of the
largest food and FMCG agency distributors in Hong Kong. In the first half of 2018, DCH focused on optimising
brand, product and channel portfolios while protecting margin and market share by offering products
that appeal to changing consumer preferences. Revenue was stable excluding the impact of HKFRS 15,
however operating profit decreased slightly due to the impact of parallel importing and aggressive pricing
competition.

Our food commodity trading business sources over 600 products from more than 30 countries in the meat,
seafood, produce and grocery categories for wholesale and retail. Revenue and operating profit in the food
commodity trading business increased despite aggressive pricing adopted by competitors as we expanded
our market penetration in high-end retail and fine dining channels and adjusted the product mix to include
more premium and healthy food choices.

Our retail business operates Food Mart and Food Mart Deluxe stores which offer specialty meat and seafood
products alongside home cooking requirements in 49 locations. After extensive rebranding, marketing efforts
and store portfolio optimisation, the performance of the food retail business has improved and we will
continue to focus on enhancing the customer experience through store renovation, redemption promotions
and mobile payment systems.

In 2017, our meat and seafood processing operations were consolidated and relocated to ISO 22000 and
HACCP certified facilities in Yuen Long to enhance synergy and have delivered improved profitability. Facing
a contraction in the processed meat market due to changing consumer preferences and competition from
overseas suppliers, food manufacturing is currently reviewing its product portfolio, packaging and recipes to
protect long term performance.

The outlook for the overall Hong Kong and Macao food and FMCG business is stable as ongoing business and
portfolio enhancement measures are expected to drive synergies and protect market share in a challenging
competitive environment. We do not anticipate Sino-US trade tensions to have a direct impact on our Hong
Kong and Macao businesses as the markets operate as a free trade zones, but as systematic and long-term
risks are yet to be determined, we are continually assessing market developments.
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BUSINESS REVIEW (CONTINUED)

Food and FMCG - Mainland China

In mainland China, DCH operates a food trading and FMCG agency distribution business and two food
manufacturing facilities.

The mainland China consumer market represents an essential business development area for DCH and
we have diligently focused on fine-tuning our business model while developing expertise and unlocking
synergies. Last year we implemented prudent inventory and promotional controls while restructuring the
organisation. This year, we have optimised our brand portfolio and product range, resulting in a revenue
decrease of 9.3%.

The business recorded an operating loss during the implementation of the business enhancement
programme but we are working steadily towards a turnaround in profitability, adopting best practices,
realigning KPIs and incentives while reviewing our channel mix. In the second half of the year, we will
continue to build the performance expertise and partnerships necessary to serve evolving consumer needs
in the dynamic China consumer marketplace. While current tariffs on US imports have only impacted a few of
our many food and FMCG brands, we will continue to monitor the situation closely, working with brand and
channel partners to manage pricing and supply levels.

Food and FMCG - Other Markets

In Southeast Asia, DCH distributes a balanced portfolio of food and FMCG products including personal care
and household goods covering Japan, Singapore, Taiwan, Malaysia, Indonesia, Brunei and the Philippines.
DCH also operates a food and beverage contract manufacturing facility in Malaysia that produces snacks,
beverages and healthcare products for Asian markets.

After a review of our operations in Southeast Asia, we have begun to streamline the business to enhance
profitability and focus efforts where we have identified competitive advantages and strong growth
opportunities. Accordingly, revenue of the food and FMCG business in other markets decreased by 37.8% due
to restructuring in Singapore and East Malaysia which resulted in a loss from operations but is anticipated to
benefit future earnings.

In Malaysia, our manufacturing business focused on operational cost management, productivity and yield
improvements as market conditions remain challenging due to rising costs and increased goods and service
tariffs.

Southeast Asia remains an important growth market for DCH and our second half outlook is stronger
with new business in the pipeline and higher volume forecasts from existing partners. Our expansion into
dairy and nutrition ranges will serve consumer preferences for a healthier lifestyle while protecting future
profitability. Going forward, we will pursue new business and partnerships in core markets to increase market
share and achieve economies of scale.



Dah Chong Hong Holdings Limited Interim Report 2018

BUSINESS REVIEW (CONTINUED)

Healthcare Distribution

DCH entered the healthcare and pharmaceutical distribution business in July 2016 and now offers
comprehensive supply chain solutions as DCH Auriga to partners including the world’s leading health and
life science companies. Operations span Greater China and Southeast Asia and cover product categories
including pharmaceuticals, over-the-counter medicine, medical devices, personal care, nutrition and hospital
consumables.

On a like-for-like basis, revenue for the healthcare distribution business decreased by 9.5% and operating
profit decreased by 10.3% as growth in Southeast Asia was offset by reduced revenue related to a policy
shift to promote the adoption of generic and domestically produced pharmaceuticals in mainland China,
particularly in the public health system. After the application of HKFRS 15, revenue decreased by 52.0%.

In 2018, DCH completed the development of a new distribution centre in Thailand and began to transition
healthcare operations into its new flagship distribution centre in Hong Kong, which will be equipped with
state-of-the-art facilities to offer specialty services including Radio Frequency ldentification enhanced
inventory tracking, advanced cold chain, robotic pick-and-pack services and express delivery.

Despite the challenges in mainland China, the long-term outlook for the healthcare business remains positive
with infrastructure investments generating significant interest, market share growth in Southeast Asia and
favourable market dynamics including rising middle class incomes, ageing demographics and increases in
government spending across Asia.

Electrical Products Distribution

The DCH electrical products distribution business distributes, retails and provides aftersales services for a
wide range of domestic and international brands in the electrical, audio-visual, lifestyle and home appliances
categories. Operations extend across Hong Kong, Macao, mainland China and Southeast Asia under the
Gilman Group, ToolBox, DCHdigi and DCHAYV brands.

Revenue for the electrical products business increased by 6.0% with the continued growth of appliance and
installation sales to property developers and warm weather bolstering air-conditioner sales. Operating profit
was stable with an increase of 5.9% despite warehouse relocation costs and an unseasonably warm winter,
which triggered intense retail competition and discounting on heating products.

The outlook for 2018 is stable with a strong property development pipeline and expansion opportunities
in personal audio and lifestyle products, particularly in mainland China. In Hong Kong, we are preparing
for the commencement of the Waste Electrical and Electronic Equipment Recycling Programme in August
2018, which requires manufacturers and distributors to prepay disposal fees and may have an impact on our
profitability as the market adjusts to the new requirement.

11
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BUSINESS REVIEW (CONTINUED)

Logistics Solutions

The logistics business operates distribution centres and fleets providing comprehensive supply chain
solutions to both internal and external customers. Our extensive supply chain network includes distribution
centres in mainland China, Hong Kong and Macao offering warehousing, transportation, freight forwarding,
cold chain logistics, processing and repacking services.

Following integration efforts across Greater China, the logistics business has improved its profitability and
rationalised its customer portfolio. While revenue decreased by 5.2% following the portfolio optimisation,
operating profit improved significantly by 50.0% as a result of ongoing efforts to upgrade facilities, increase
utilisation rates and control overhead costs.

In the second half of the year, we will continue consolidating the supply chains of our consumer products
businesses and strengthening our network in Southern and Eastern China. As part of our strategy to serve
the Greater Bay Area, DCH will open a new 45,000 square metre distribution centre in the Hengqin free trade
zone in 2019 to meet demand for premium supply chain services following the opening of the Hong Kong-
Zhuhai-Macao Bridge.
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FINANCIAL REVIEW

REVENUE

Revenue for the first half of 2018 was HK$24,474 million, representing an increase of 4.8% compared with
HK$23,352 million for the same period last year. However, beginning in 2018, the Group adopted the
recognition of revenue under HKFRS 15 which came to effect on 1 January 2018 and reported net instead of
gross receipts from agency service businesses. On a like-for-like basis, Group revenue for the first half of 2018
indeed has increased by 9.8% to HK$25,639 million.

Motor Business

The motor business segment revenue accounted for 74.2% of the Group’s total revenue. Excluding the
impact of HKFRS 15, segment revenue increased by 18.7% to HK$18,217 million (first half 2017: HK$15,341
million). The increase was attributable to a 24.3% increase in the mainland China segment resulting from
enhanced sales effectiveness, favourable contribution from premium and luxury vehicles and the acquisition
of dealerships last year as well as a 11.2% increase in the Hong Kong and Macao segment following the
gain in passenger car market share and strong growth in the motor related businesses. These increases
were slightly offset by a 30.5% drop in the other markets segment due to the delay in the delivery of Euro VI
compliant commercial vehicles in Singapore.

Consumer Products Business

Revenue from the consumer products business segment dropped by 21.4% to HK$6,283 million (first half
2017: HK$7,994 million) primarily due to the impact of HKFRS 15. On a like-for-like basis, segment revenue
only decreased by 7.4% as a result of reduced revenue in the mainland China and other markets food and
FMCG businesses, as well as mainland China healthcare. Revenue in the food and FMCG business dropped
due to business restructuring in mainland China and Southeast Asia. The Hong Kong and Macao performance
was stable. Revenue from the healthcare distribution business dropped in mainland China due to the sales
impact of a market shift towards generic medicine. Hong Kong and Macao healthcare dropped slightly but
the drop was completely offset by market share gains in Southeast Asia. The electrical products business
increased in revenue due to growth in property project sales and lifestyle electronics while revenue from the
logistics solutions decreased as a result of portfolio optimisation.

SEGMENT PROFIT/(LOSS) AFTER TAXATION

Segment profit after taxation for the first half of 2018 was HK$580 million, an increase of 11.3% as compared
with HK$521 million for the same period last year.

Motor Business

Segment profit after taxation increased by 56.1% to HK$604 million (first half 2017: HK$387 million), driven
by sales growth and improved profitability in mainland China as a result of business enhancement efforts
and increased passenger cars sales in Hong Kong and Macao, as well as improved performance in the motor
related business, offset by Euro VI commercial vehicles delivery delay in Singapore.
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FINANCIAL REVIEW (CONTINUED)

Consumer Products Business

Segment loss after taxation was HK$44 million (first half 2017: HK$111 million profit) due to ongoing
performance challenges in the restructuring food and FMCG business in mainland China and costs incurred
for streamlining businesses in East Malaysia and Singapore. Conversely, the food and FMCG business in Hong
Kong and Macao delivered a profit increase of 19.2% against the first half of 2017 as a result of consolidation
and portfolio upgrades which drove improvement in the food commodity trading, retail and manufacturing
businesses. The logistics solutions business outperformed the same period last year following successful
restructuring to consolidate supply chains and generate synergies. The healthcare distribution business is
on par with last year as the shortfall in mainland China related to market dynamics was offset by strong
performances in the Hong Kong and Macao and Southeast Asia market segments. The electrical products
business performance remained steady as compared to last year.

PROFIT ATTRIBUTABLE TO SHAREHOLDERS

Profit attributable to shareholders of the Company for the first half of 2018 was HK$275 million, an increase
of 18.5% (first half 2017: HK$232 million). The improved performance was driven by sustained profitability
enhancements in the motor business, which was partly offset by losses in the food and FMCG business in
mainland China and restructuring costs in streamlining businesses in Southeast Asia.

EARNINGS PER SHARE

The calculation of basic earnings per share for the six months ended 30 June 2018 was based on the profit
attributable to shareholders of the Company and the weighted average number of 1,847,038,804 (first half
2017:1,832,133,000) ordinary shares in issue during the period. Basic earnings per share was 14.89 HK cents
for the six months ended 30 June 2018, an increase of 17.6% as compared with 12.66 HK cents for the same
period of 2017.

The diluted earnings per share for the six months ended 30 June 2017 and 2018 were the same as the basic
earnings per share since the potential ordinary shares for the outstanding share options are anti-dilutive.

DIVIDEND PER SHARE

An interim dividend of 5.05 HK cents (first half 2017: 5.05 HK cents) per share was declared after the end of
the reporting period.



Dah Chong Hong Holdings Limited Interim Report 2018

FINANCIAL REVIEW (CONTINUED)

FINANCE COSTS

The Group's finance costs increased by 11.5% to HK$107 million (first half 2017: HK$96 million) mainly due to
the consecutive interest rate hikes starting from the second half of 2017. Despite that, the Group’s effective
interest rate only depicted a minimal increase as a result of a series of successful negotiations with the banks
to mitigate the Group’s interest burden.

INCOME TAX

Income tax was HK$184 million (first half 2017: HK$151 million), representing an increase of 21.9%. The
effective tax rate for the period was 35.0% (first half 2017: 35.2%) due to increased losses from the consumer
product business in mainland China which was partly compensated by the implementation of a tax review
programme.

NET ASSET VALUE PER SHARE

The calculation of net asset value per share was based on the net asset value of the Group of HK$10,622
million (31 December 2017: HK$10,712 million) and the 1,847,038,804 ordinary shares issued on 30 June 2018
(31 December 2017: 1,847,038,804 ordinary shares). The slight decrease in net asset value reflects the impact
of RMB depreciation. Net asset value per share at 30 June 2018 was HK$5.75 (31 December 2017: HK$5.80).

CAPITAL COMMITMENTS

Please refer to note 22 to the interim financial report for details on capital commitments outstanding at 30
June 2018.

CONTINGENT LIABILITIES

Please refer to note 24 to the interim financial report for details on contingent liabilities at 30 June 2018.
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FINANCIAL REVIEW (CONTINUED)

CAPITAL EXPENDITURE

In the first half of 2018, the Group’s total capital expenditure on property, plant and equipment and lease
prepayments was HK$502 million (first half 2017: HK$322 million) and major usages are summarised as
follows:

Motor Business « Renovation of 4S dealerships in mainland China, acquisition
of motor vehicles for demo cars and leasing businesses
in Hong Kong and mainland China, office renovation,
fixtures and fittings, plant and equipment

Consumer Products Business - Office renovation, fixtures and fittings, plant and equipment
as well as logistics facilities

Other Businesses and Corporate Offices - Office renovation, fixtures and fittings, plant and equipment
HKS$ million 1-6/2018 1-6/2017 Change
Motor Business 348 254 94
Consumer Products Business 66 54 12
Other Businesses 14 9 5
Corporate Offices 74 5 69
Total 502 322 180

TREASURY POLICY

The Group remains committed to a high degree of financial control, prudent risk management and the best
utilisation of financial resources.

Cash management and financing activities of operating entities in Hong Kong are centralised at the head
office level to facilitate control and efficiency. Local cash pooling and cross-border cash pooling are applied
in Hong Kong and mainland China for more efficient utilisation of cash.

Due to market limitations and regulatory constraints, operating entities outside of Hong Kong are responsible
for their own cash management and risk management which are closely monitored by the head office.
Financing activities outside of Hong Kong are reviewed and approved by the head office before execution.
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FINANCIAL REVIEW (CONTINUED)

CASH FLOW

Summary of Condensed Consolidated Cash Flow Statement
HKS million 1-6/2018 1-6/2017 Change
Operating profit before changes in working capital 945 812 133
Decrease in working capital 94 238 (144)
Cash generated from operations 1,039 1,050 (11)
Tax paid (343) (179) (164)
Net cash generated from operating activities 696 871 (175)
Net cash (used in)/generated from investing activities (763) 252 (1,015)
Dividends paid to shareholders of the Company - (68) 68
Net cash used in financing activities (25) (530) 505
Net (decrease)/increase in cash and cash equivalents (92) 525 (617)
Cash and cash equivalents at 1 January 1,013 1,042 (29)
Net (decrease)/increase in cash and cash equivalents (92) 525 (617)
Effect of foreign exchange rates changes (10) 35 (45)
Cash and cash equivalents at 30 June 911 1,602 (691)

Overview

The Group maintained a healthy cash position for the period. With the solid revenue growth driven by the
strong performances in the mainland China and Hong Kong motor businesses, as well as the Hong Kong
and Macao consumer products business, the operating profit before changes in working capital was HK$945
million (first half 2017: HK$812 million). The Group maintained prudent working capital management with a
reduction of HK$94 million in working capital primarily driven by better receivables management. Net cash
used in investing activities was HK$763 million, while net cash used in financing activities was HK$25 million.
At 30 June 2018, the cash and cash equivalents balance was HK$911 million, reduced by HK$102 million
compared to the beginning of the year (31 December 2017: HK$1,013 million).

Operating profit before changes in working capital

Profit before taxation was HK$526 million for the six months ended 30 June 2018 (first half 2017: HK$429
million). After adding back non-cash items, operating profit before changes in working capital was HK$945
million (first half 2017: HK$812 million). The increase was due to strong Group performance and revenue
growth in the motor business segment.
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FINANCIAL REVIEW (CONTINUED)

Decrease in working capital

Working capital decreased by HK$94 million (first half 2017: decreased by HK$238 million) which included
the increase in inventories of HK$399 million (first half 2017: decrease of HK$156 million) and the decrease
in creditors and other current liabilities of HK$248 million (first half 2017: decrease of HK$394 million)
which was more than offset by the decrease in debtors and other current assets of HK$741 million (first
half 2017: decrease of HK$476 million). The increase in inventories was mainly due to the increase in stock
of commercial vehicles ahead of the adoption of the new emission standards in Hong Kong and Taiwan.
The decrease in debtors and other current assets was driven by the improvement in collection and ageing
receivables management in the consumer products business.

Net cash generated from operating activities

Cash generated from operations was HK$1,039 million (first half 2017: HK$1,050 million). Netting tax
payment of HK$343 million (first half 2017: HK$179 million), net cash generated from operating activities was
HK$696 million (first half 2017: HK$871 million). The higher tax paid in the current period was mainly due to
the settlement of profit tax from the sales of a building in Japan last year. The Group's effective tax rate for
the period was 35.0% (first half 2017: 35.2%).

Net cash used in investing activities

Net cash used in investing activities was HK$763 million (first half 2017: HK$252 million generated from
investing activities) primarily for the remaining settlement of the acquisition of dealerships in eastern China
and the investment in Tamar Alliance Fund.

Net cash used in financing activities

Net cash used in financing activities was HK$25 million (first half 2017: HK$598 million). The net proceeds
from bank loans was HK$121 million (first half 2017: HK$407 million net repayment) and the net outflow
to non-controlling interests was HK$41 million (first half 2017: HK$28 million). Interest paid was HK$105
million (first half 2017: HK$95 million). No dividends were paid to equity shareholders for the period (first half
2017: HK$68 million). The increase in bank loans for the period was primarily used to settle the payment of
acquisition and investing activities.
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FINANCIAL REVIEW (CONTINUED)

GROUP DEBT AND LIQUIDITY

The cash and debt position of the Group at 30 June 2018 is summarised as follows:

30 June 31 December

HKS million 2018 2017 Change
Total debt 7,073 6,927 146
Less: Cash and bank deposits 1,083 1,138 (55)
Net debt 5,990 5,789 201

At 30 June 2018, the Group’s net debt position was HK$5,990 million (31 December 2017: HKS$5,789 million),
slightly increased by HK$201 million as a result of the increase in debt of HK$146 million and the decrease in
cash of HK$55 million used primarily to settle the payment of investment activities.

The original denomination of the Group’s borrowings and cash and bank deposits by currency at 30 June
2018 is summarised as follows:

HKS million equivalent HKD RMB JPY usb SGD NTD THB Others  Total
Total debt 3,815 617 158 2,449 - 14 - 20 7,073
Less: Cash and bank deposits 71 662 38 14 44 113 76 65 1,083
Net debt/(cash) 3,744 (45) 120 2,435 (44) (99) (76) (45) 5,990

The Group’s debt was mainly denominated in HKD and USD as the borrowing costs for these two currencies
were relatively lower. The Group held more cash in RMB as our major cash generating business is the motor
business in mainland China.

Leverage

The below table shows the total capital and the net gearing ratio of the Group at 30 June 2018 and 31
December 2017.

30 June 31 December

HKS million 2018 2017 Change
Net debt 5,990 5,789 201

Shareholders’ funds 10,076 10,145 (69)
Total capital 16,066 15,934 132
Net gearing ratio 37.3% 36.3% 1%

The Group maintained a healthy gearing ratio of 37.3%. The position was steady with slight changes in
shareholders’ funds and net debt.
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FINANCIAL REVIEW (CONTINUED)

The effective interest rate of the Group’s borrowings for the period was 3.0% (31 December 2017: 2.5%).
The effect of interest rate hikes in the US led to an increase in the effective interest cost of the Group. From
December 2017 to June 2018, there were three interest rate hikes in the US totaling 75 basis points, but the
Group's effective interest cost only increased by 50 basis points. The Group has actively negotiated with
banks to mitigate the Group'’s interest burden.

Maturity Profile of Outstanding Debt

The Group actively manages its debt maturity profile based on its cash flow and refinancing ability upon debt
maturity. The graph below shows the debt maturity profile of the Group at 30 June 2018 and 31 December
2017.

Maturity Profile of Outstanding Debt
(HKS$ million)

30June 2018 2,226 7,073

31 December 2017 1,826 6,927

0 1,000 2,000 3,000 4,000 5000 6,000 7000 8000

M Within 1 year or on demand After 1 year but within 2 years Ml After 2 years but within 5 years

The portion of debt maturing within 1 year increased because part of the term loans became due within 1
year as of 30 June 2018. The portion of debt maturing after 2 years increased by HK$400 million mainly due
to the refinancing of term loans. The Group will continue to refinance term loans upon maturity and maintain
a healthy maturity profile.

Sources of Financing

The below table shows the source of financing at 30 June 2018:

30 June 31 December

HKS$ million 2018 2017 Change
Utilised term loans and revolving loans 5,207 5,207 -
Utilised money market lines 1,854 1,635 219
Discounted bills and trade loans 7 80 (73)
Others 5 5 -

Total 7,073 6,927 146
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Committed vs. Uncommitted Facilities

30 June 2018 31 December 2017

HKS million Total Utilised Available Total Utilised Available
Committed facilities:

Term loans and revolving loans 5,797 5,207 590 5,897 5,207 690
Uncommitted facilities:

Money market lines 9,997 1,854 8,143 10,052 1,635 8,417
Total loan facilities 15,794 7,061 8,733 15,949 6,842 9,107

Trading facilities 6,206 1,176 5,030 6,153 771 5,382
Total 22,000 8,237 13,763 22,102 7,613 14,489

The Group maintains sufficient banking facilities to support the business. At 30 June 2018, facilities totaled
HK$22,000 million including total loan facilities of HK$15,794 million and trading facilities of HK$6,206
million. Within the total loan facilities of HK$15,794 million, committed facilities totaled HK$5,797 million,
representing 37% of total loan facilities. Uncommitted facilities totaled HK$9,997 million, representing 63%
of total loan facilities. Utilised loan facilities totaled HK$7,061 million, representing 45% of total loan facilities.
Undrawn available loan facilities totaled HK$8,733 million. The Group will ensure adequate financing

resources are maintained to support the future growth of the business.

PLEDGED ASSETS

At 30 June 2018, the Group's assets of HK$331 million (31 December 2017: HK$372 million) were pledged
in relation to the financing of bank acceptance drafts and the purchase of vehicle stock in mainland China,

discounted bills in Japan and discounted bankers acceptance drafts in Malaysia.

LOAN COVENANTS

Major financial covenants for the committed banking facilities are as follows:

Shareholders’ funds > or = HK$2,500 million
Net debt < Shareholders’ funds
Current assets > Current liabilities

At 30 June 2018, the Group has complied with all of the above financial covenants.
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RISK MANAGEMENT

The Group has established a risk management system covering all business segments to monitor, assess
and manage various risks in the Group’s business activities. The risk management system of the Group is
established in line with global standards and comprises “Three Lines of Defence” including the management
of each business unit, the risk management function of the Group and the internal audit function.

The Board has outlined the nature and extent of risks that the Group is willing to undertake in pursuit of its
business objectives in a Risk Appetite Statement. A Risk Management Policy incorporating the Risk Appetite
Statement has been developed to guide the members of the Group in identifying and managing risks.

Based on the risk profile of each business unit, and taking in