The year 2022 was indeed very challenging. In the 2021
Annual Report, | had informed that there would be
uncertainties and downside risks in 2022. Many of these
risks were in fact realised and the severity of some was even
beyond our expectations.

The global economy entered 2022 in a weaker position as
the fragile recovery in 2021 was battered by headwinds
and faltered. Rising energy prices and supply disruptions
in the United States, Europe and emerging markets had
stoked higher inflation. China continued to grapple with
COVID-19 outbreaks, leading to travel restrictions and
lockdowns across the country including key manufacturing
and business hubs.

The Russia-Ukraine war which started in February 2022,
sent shock waves across the world. It created a severe
energy crisis spurring further inflationary pressures and
uncertainties, impacting not only Europe but also the world.

Elevated inflation risk has triggered a tightening of global
financial conditions. Central banks of major economies
such as the US Federal Reserve, European Central Bank
and Reserve Bank of Australia undertook several rounds of
interest rates hikes in 2022 to curb surging inflation.
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A STRONG FINANCIAL FOUNDATION

IS IMPORTANT IN PROVIDING THE
NECESSARY RESOURCES AND STRENGTHS

TO WITHSTAND HEADWINDS AND
MITIGATE ADVERSITIES. OVER THE YEARS,

THE GROUP HAS ADHERED TO THE

“3R” STRATEGY OF REDUCING STOCKS,
ACCOUNTS RECEIVABLES AND
OPERATING COSTS.

Geopolitical tensions, persistent inflation and higher interest
rates, have cast a pall on global markets for automobiles
and automotive products including tyres and wheels which
constitute the Group’s core product offerings.

As a global company with international presence spanning
more than 100 countries across the Asia-Pacific, North
America and Europe, YHI is invariably affected by the ebbs
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and flows of global and regional economic and geopolitical
trends. In the face of diverse challenges in various markets,
the Group has stayed agile and responded to changes in the
business environment with decisiveness and adroitness.

The Group has entered 2022 with greater resilience.
The growth momentum in 2021 was carried forward into
the first half of 2022. Except for China, markets in North
America, Europe and the Asia-Pacific had relaxed pandemic
restrictions and adjusted to living with COVID-19. The
emerging positive market conditions have driven demand
for the Group’s tyres, energy and other industrial products
and solutions. The Group was able to take advantage of the
improved business and consumer sentiments to strengthen
its international networks and ramp up its sales and
marketing efforts.

Riding on the momentum, the Group's performance for
1HFY2022 was comparable to the same period in FY2021.
Contribution by the distribution business remained robust
in ASEAN, Oceania and USA. With the lifting of travel
restrictions, people are driving more in big markets like
North America, Australia and New Zealand, necessitating
more frequent replacement of tyres and batteries.

The Group’s alloy wheel manufacturing activities in
Malaysia and Taiwan also turned in steady performances,
recording 9.1% increase in revenue in 1HFY2022, offsetting
the slowdown in the China business due to COVID-19
restrictions.

The second half of FY2022 saw a deterioration in the
macro-economic environment. The impact of the Ukraine
war has spilled over from Europe and gradually reverberated
to the rest of the world. Inflation has broadened in many
major global economies, reflecting the impact of rising food
and energy prices and disruptions to energy supply and

manufacturing value chains. Amid COVID-19 outbreaks and
lockdowns, China’s slowdown was worse than expected.

The downturn was particularly sharp in the fourth quarter,
due to the convergence of disruption of energy supply and
surge in energy prices resulting in higher prices for electricity
and a wide range of daily necessities from food to petrol
and healthcare. Consequently, confidence and purchasing
power of consumers were low, affecting the consumption
of goods and services.

The Group’s distribution and manufacturing businesses
were unavoidably affected in 2HFY2022 by the worsening
macro-economic trends. In particular, wheel manufacturing
decreased by 25.6% to $39.7 million in 2HFY2022 from
$53.4 million in the same period the year before. As about
35% of the Group’s alloy wheels are exported to Europe, the
sharp fall in demand for wheels in the EU has curtailed the
Group’s wheel manufacturing drastically.

Given the very challenging operating environment,
aggravated by geopolitical tensions and financial markets
volatility, the Group has done reasonably well in FY2022. It
was a sustainable performance, a testament to the Group’s
astute strategies, robust fundamentals and operational
excellence.

The Group was able to deliver net profit attributable to
equity holders of the Company amounting to $20.7 million
in FY2022. It was a decline of 2.1% compared to $21.2
million in the previous year. However, putting the decline
in its proper perspective, this year’s profit was a significant
improvement over the results in the pre-pandemic years.
The Group’s ability to maintain a steady upward trajectory
in profitability underpins the sustainability of the business
over the long-term.

Revenue for FY2022 came in at $430.9 million, 3.1% lower
than the $444.7 million achieved the year before. The
decline was attributed to lower sales recorded by both the
distribution and manufacturing businesses. The distribution
business, which accounted for 75.1% of total revenue,
was impacted by lower sales of tyres, particularly in China
and Malaysia. The COVID-19 outbreaks and subsequent
lockdowns restricting the movement of people in key cities
in China have dampened tyres sales. In Malaysia, the sale
of 51% share capital of Yokohama Tyre Sales Malaysia Sdn
Bhd (“YTSM") was completed in January 2022. As a result,
the revenue of Yokohama brand of tyres in Malaysia was no
longer consolidated in the Group’s financial statement in
FY2022. The lower sales in tyres were however cushioned
by higher sales in the wheels and energy distribution



businesses. Manufacturing sales were impacted by sharp
drop in demand for alloy wheels in Europe and weak demand
in Asia-Pacific.

In line with lower sales, gross profit decreased by 7.3% year-
on-year to $98.2 million from $105.8 million in FY2021
due to weaker sales in the distribution of tyres. Gross profit
margins were lower in FY2022, decreasing to 22.8% from
23.8% in FY2021. This was attributed by lower GP margins of
tyres and energy distribution businesses due to challenging
market conditions. While revenue from energy and other
industrial products improved, particularly in ASEAN, the
margins for these businesses remained depressed as the
Group was investing in resources to expand marketing and
sales networks.

On balance, the Group’s overall financial performance in
FY2022, while not as good as the previous year, reflects deep
foundational strengths and resilience which have been built
over many years of unrelenting pursuit of operations and
manufacturing excellence. The Group'’s focus on diversifying
revenue streams and building brands beyond the core
tyres and wheel businesses is paying off. Revenue for our
energy solutions segment comprising an extensive range
of rechargeable batteries for commercial and industrial use
reached $124.7 million in FY2022, exceeding $107.2 million
for alloy wheel manufacturing. This significant milestone
is a testament of the Group’s success in implementing a
multi-product, multi-brand, multi-category (“3M”) growth
strategy. In addition to a more diverse offering of products
and services, the Group is also making inroads into new non-
traditional markets as well as developing a deeper presence
in existing markets in ASEAN.
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The Group maintains an unwavering focus on maintaining
a healthy balance sheet. A strong financial foundation
is important in providing the necessary resources and
strengths to withstand headwinds and mitigate adversities.
Over the years, the Group has adhered to the “3R” strategy
of reducing stocks, accounts receivables and operating
costs. This strategy has strengthened the Group’s financial
position and enhanced its resilience.

In FY2022, net cash flow of $16.1 million was generated
from operating activities. As at 31 December 2022, cash and
cash equivalents stood at $60.6 million compared to $83.6
million as at the end of last year. Net assets attributable
to shareholders stood at $$288.4 million, which, based on
290.4 million shares in issue, translate to a net asset value
per share of 96.55 cents. The Group'’s net gearing ratio was
3.4% as at 31 December 2022.

The outlook for 2023 provided by various international
financial agencies is cloudy. The World Economic Outlook
published by the International Monetary Fund (IMF) forecast
that global growth is expected to fall from 3.4% in 2022 to
2.9% in 2023.* The IMF notes that downside risks remain as
the war in Ukraine could further escalate, inflation continues
to require tight monetary policies and China’s recovery from
Covid-19 disruptions remains fragile.

The World Bank in its Global Economic Prospects projected
a sharp, long-lasting slowdown, with global growth declining
to 1.7 percent in 2023.2 The deterioration is broad-based,
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in virtually all regions of the world and per-capita income
growth will be slower than it was during the decade before
COVID-19.

The Singapore Ministry of Trade and Industry (“MTI")
projected an uneven economic growth outlook for
Singapore, maintaining 2023 GDP forecast at 0.5% to
2.5%.% Singapore’s external demand outlook for 2023 has
“improved slightly” but outlook for Western economies
remains weak because of tight financial conditions, which
will weigh on consumption and investment spending.

The outlook for the Group in FY2023 is uncertain. The
balance of risks remains tilted to the downside. Recession
in the US and Europe is a distinct possibility. The scope and
duration of the recession will have negative and uncertain
impact on the demand for tyres and wheels. Persistent and
elevated inflation and interest rates will impact the cost of
capital and weigh on the Group’s financial performance.
There is no certainty on the outcome of the Ukraine war and
the wider repercussions creating risks for which the Group
has and will continue to make contingency plans to cope
with any eventuality.

Even as dark clouds hover over the current operating
environment, there is a silver lining in the horizon. The
IMF reported that inflation, though remaining elevated,
appeared to have peaked in 2022. It also stated that
the global slowdown is less pronounced than previously
anticipated due to greater-than-expected resilience in many
economies. The Monetary Authority of Singapore (“MAS”)
reported that core inflation in Singapore is expected to ease
in 2H 2023 and the global economy is likely to experience a
shallow downturn.*

For YHI, despite the severe challenges, 2022 has also thrown
up some positive developments. Revenue from energy
solutions and other industrial products segments has seen
positive improvement in FY2022, attesting to the success
of the Group’s product and income diversification strategy.
The Group's businesses in Vietnam and the Philippines have
made higher contributions to profits, reaping the benefits of
astute investments in these markets.

Reference:

The Group’s battery, solar panel and lubricant products are
gaining traction in many ASEAN markets. The enormous
potential of Indonesia, Vietnam, the Philippines and
the region became apparent as the Group accelerated
investments in these markets. Going forward, the Group will
leverage its knowledge of the region and extensive business
networks to expand its presence in the high-growth markets.

The pandemic has thrown a sharper focus on the need to
diversify markets and revenue streams in order to enhance
resilience. On this note, the Group will step out of the
comfort zone and explore opportunities beyond traditional
markets in places like South Asia, Middle East and Africa.
This strategy will not only burnish the Group's reputation as
a global company but also fortify a geographically diversified
and more resilient business.

The Group has an unwavering commitment to share
the fruits of success with shareholders. The Board is
recommending a first and final tax-exempt dividend of 3.60
cents per ordinary share for FY2022, subject to approval
at the Group's forthcoming Annual General Meeting. This
represents a dividend yield of 7.2% based on the closing
share price of $0.495 as at the last practicable date before
the printing of this report. The total dividend to be paid out
will amount to 50% of our net profit, demonstrating the
Group’s commitment to returning value to shareholders
and an appreciation of their continued support, even during
trying times.

On behalf of the Board of Directors, | would like to extend
our heartfelt appreciation to our partners, customers and
shareholders for their undeviating support during the
challenging year. | would also like to express my thanks to
the management and staff for another year of hard work
and dedication. | would personally like to thank the Board of
Directors for their insights and advice. While the year ahead
seems daunting, | believe that together we can overcome
the adversities and emerge stronger than before.

RICHARD TAY
Executive Chairman & Group Managing Director

* World Economic Outlook Update, January 2023, International Monetary Fund

Global Economic Prospects, January 2023, World Bank

2
3 Press Release, 13 February 2023, “MTI Maintains 2023 GDP Growth Forecast at “0.5 to 2.5 Per Cent"”, Ministry of Trade and Industry
4 Recent Economic Developments, 17 February 2023, Monetary Authority of Singapore
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