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Enhancing Value

| AM PLEASED TO NOTE THAT OUR COST
AND PRODUCTIVITY IMPROVEMENT
EFFORTS HAVE DELIVERED POSITIVE
RESULTS IN TERMS OF OUR ABILITY TO
MAINTAIN STRONG NET PROFIT MARGIN,
A PROXY MEASURE OF OUR EFFICIENCY IN
MANAGING OPERATIONS AND COST AND
EFFECTIVENESS IN CREATING VALUE.

DEAR SHAREHOLDERS,

The business landscape in FY2023 was as challenging as in
FY2022, if not more. In addition to the downside risks that
| mentioned in last year's report, new challenges emerged.
These included the rise of trade protectionism and conflicts
in the Middle East. Negotiating expected and unexpected
challenges tested our mettle, forging a tenacious resilience
that anchors our commitment to deliver sustainable value
for stakeholders.

AN UNEVEN GLOBAL RECOVERY

The global economic recovery in 2023 was slow in the
first half of the year, with the pace picking up slightly in
the second half. The effects of tighter monetary policies,
commodity, especially energy, price shocks, weak business
and consumer confidence and geopolitical tensions
experienced in 2022 lingered into 2023. However, the global
economy proved to be more resilient than expected®. As
inflation moderated in advanced economies, supply chains
recovered and governments increased fiscal spending,
growth began to gain momentum in many countries. But
the rising momentum was not felt everywhere and global
recovery was uneven, with emerging economies generally
faring better than advanced economies, except the USA.

The US economy grew faster than expected on the back
of strong consumer spending and government stimulus
measures. The US’s recovery was the strongest among
major economies and avoided a recession in 2023.

Growth in the euro area lagged behind advanced economies,
reflecting greater exposure to the Ukraine war, spike in
energy prices and weak consumer sentiments. Energy-
intensive and manufacturing-oriented economies were the
hardest hit affecting Europe’s major industrial economies.
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China’s post-COVID recovery has been slower than
expected due to multiple headwinds. The slump in the real
estate sector which accounted for a significant proportion
of China’'s GDP weighed on the economy. The sector’s
downturn adversely affected the broader economy and
reduced the consumption power of households. In addition,
manufacturers in China were affected by the continuing
decline in exports as a result of weaker overseas demand
and trade tensions with major export markets.

NAVIGATING A PERFECT STORM

At the start of 2023, the Group continued to grapple with
an adverse macro-economic environment spilling over
from 2022. As the year progressed, while some risks such
as inflation and banking instability began to moderate, new
risks however emerged. Commodity price volatility and
supply restrictions caused by renewed geopolitical tensions,
impact of monetary tightening to curb inflation weighed on
exports and consumer demand, slowing down economic
recovery. Subdued growth in Europe was of particular
concern as the region was a significant market for alloy
wheels manufactured by the Group. As ASEAN's top trading
partner, the slowdown in China had a significant impact on
the Group's distribution and manufacturing businesses in
the region. The Group'’s business in China was also affected
by trade tensions between China and the U.S.. Global trade
remained weak caused by weaker demand for goods exports
and trade distortions. The Group was adversely affected by
weak global trade activities and trade restriction measures
implemented by regulators of some of its major markets.

As a global business with the world as its market, the
convergence of the myriad challenges had a significant
impact on both the Group’s distribution and manufacturing
businesses. It was a perfect storm, one in which we were
able to leverage our experience and tenacity to navigate
successfully and deliver a resilient performance for FY2023.
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A RESILIENT PERFORMANCE

Against a backdrop of a challenging business landscape,
geopolitical tensions and changing trade regulatory regimes
in the markets where we operate, the Group has delivered a
resilient performance in FY2023, attesting to its tenacity to
overcome adversities with agility, strong fundamentals and
operational excellence.

Despite weak global demand and the rise of protectionism,
the Group reported a net profit attributable to equity holders
of $13.1 million in FY2023. Although it was a 37.0% decline
compared to $20.7 million in FY2022, it was nonetheless
comparable to the profits achieved during the years prior to
the onset of the COVID-19 pandemic. The Group's ability
to achieve stable profits reflects its commitment to deliver
stable value to stakeholders over the long-term.

Reflecting overall weak demand in all the markets, the
Group recorded a 12.5% decrease in total revenue to
$376.9 million in FY2023, compared to $430.9 million in the
previous year. Lower distribution and manufacturing sales
contributed to the weaker turnover, with manufacturing
accounting for a greater share of the decline. Manufacturing
sales was significantly affected by cyclical factors such as
excess inventory buildup by key customers in the previous
year and trade tensions among major export markets.

The distribution business which accounted for 79.0% of total
revenue, was affected by weaker sales of our core products
across the board in all markets. The decline in tyre sales
which contributed 49.3% of business in the distribution
segment had a significant impact on revenue in this segment.
In the same vein, the manufacturing business, also recorded
a sharp decline in revenue attributed to subdued demand for
alloy wheels in Europe and other key markets. Revenue from
the manufacturing segment as a proportion of total revenue
continued its downward trajectory, accounting for 21.1%.

As a result of lower sales, gross profit was lower by 5.5%
year-on-year to $92.7 million in FY2023 compared to $98.2
million in the prior year period. Weaker sales and gross
profit margins in the distribution of tyres contributed to
the reduced gross profit but was mitigated by higher gross
profit margins in the wheels & energy distribution business
resulting in higher gross profit margins to 24.6% in FY2023
from 22.8% in the previous financial year. Challenging
market conditions and higher operations costs combined to
keep profit margins depressed.

A STRONG FINANCIAL STRUCTURE

The Group continues to focus on building a strong financial
structure underpinned by a healthy balance sheet. A strong
financial position enhances its resilience to withstand
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headwinds and provides resources and headroom to
capitalise on growth opportunities.

In FY2023, the Group generated net cash flow of $37.6
million from its operations. As at 31 December 2023, cash
and cash equivalents stood at $64.2 million compared to
$60.6 million as at the end of the prior year period. Net
assets attributable to shareholders was $276.0 million
resulting in net asset value per share of 95.06 cents based
on 290.4 million shares in issue.

ENHANCING VALUE AMID ADVERSITIES

The congruence of a sluggish global economy, weak business
and consumer sentiments, slower trade flows, geopolitical
tensions and emergence of protectionism in some markets
has created a very challenging operating environment for
YHI in FY2023. However, this did not distract the Group
from its commitment and purpose to focus on optimising
value creation that is sustainable for the long term. Over the
years, as a global distributor of automotive and industrial
products, the Group had accumulated deep domain
knowledge, expertise, resources and resilience which it
could effectively harness to strengthen our international
distribution networks while navigating uncertainties and
adversities. The Group's implementation over the years
of the ‘3R’ cost containment strategy involving reducing
stock-holding, accounts receivables and operating costs
has created a solid foundation of resilience in times of
challenges. In addition, we will continue to enhance our
‘3M’ - multi-product, multi-brand and multi-category -
marketing strategy to expand our portfolio of products, with
a focus on growing our energy solutions business to mitigate

the risk of concentration in our tyre and wheel distribution
business and ensure that our business remains robust for
long-term growth.

The'3R’ culture which was deeply ingrained in the Group'’s
culture provided the framework for the implementation of
other cost optimisation measures across the whole value
chain including diversifying supplier base and negotiating
better terms with suppliers, customers and partners. The
Group also intensified its digitalisation strategy to improve
operations efficiency and productivity.

| am pleased to note that our cost and productivity
improvement efforts have delivered positive results in terms
of our ability to maintain strong net profit margin, a proxy
measure of our efficiency in managing operations and cost
and effectiveness in creating value. For FY2023 we achieved
net profit margin of 3.54%. This ratio compared favourably
with those in the years prior to the pandemic, attesting to
the sustainability of our business model.

A BRIGHTER OUTLOOK

The outlook for the global economy for 2024 is brighter than
2023. The International Monetary Fund (IMF) in its January
2024 World Economic Outlook! reported that the risks to
global growth are broadly balanced and the likelihood of
a hard landing has receded. The upgrade in the outlook is,
among other factors, due to the stronger than expected
growth in the United States and some emerging economies
in the second half of 2023. Inflation continues to fall leading
to expectation of looser monetary policies that will boost
investments and consumption.
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Growth in the euro area is expected to recover from
the low base in 2023 on the back of stronger household
consumption as the effects of the energy price spike subside
and inflation moderates®.

At the National People’s Congress (NPC) held in March 2024,
the Chinese government sets a growth target of around 5%
for 2024, same as for the year before?. The government
announced stimulus measures aimed at reviving the real
estate sector, boosting market stability and stimulating
consumer spending, giving rise to expectation that it is
focused on boosting business and consumer confidence.

Economists are more optimistic about the outlook for
Singapore’s economy in 2024 on the back of faster than
expected growth of 2.8 per cent in the fourth quarter of
20233, For the whole 2023, the economy grew by 1.2 per
cent according to advance estimates from the Ministry of
Trade and Industry (MTI)%. Manufacturing and exports are
returning to a stable growth trajectory brightening the
outlook for 2024.

CAUTIOUS OPTIMISM FOR BETTER GROWTH
OPPORTUNITIES

During the year under review, the Group has in the face
of severe macro-economic uncertainties and challenging
market conditions, implemented strategic initiatives aimed
at effectively weathering near-term headwinds as well
as building up its core strengths for the future including
global distribution networks, operations excellence, digital
capability, capital structure and supply chain.

We will put more strategic focus on investing and deepening
capabilities in the business segments and geographic
markets that have the greatest potential for providing new
opportunities for long-term sustainable growth. The energy
distribution segment will continue to be the Group’s main
growth driver. The growth of electric vehicles will sustain
the demand for tyres. As a leading global distributor with
presence across 100 countries through 32 subsidiaries, the
Group is well positioned to seize growth opportunities in
traditional markets as well as in new fast-growing markets
in ASEAN.

Reference

Annual Report 2023

The Group’s investments in the energy solutions segment are
paying dividends. Revenue contribution from this segment
was closely behind that of the wheels segment, contributing
30.1% of total revenue in FY2023. During the year, we have
re-organised and resourced our global operations to realign
our strategy with a greater focus on growing the energy
solutions segment.

Supported by a brighter global outlook, our stronger
fundamentals and improved demand for our products in the
fourth quarter of 2023, we are cautiously optimistic that the
Group will continue to deliver a respectable performance in
FY2024.

DELIVERING VALUE

We put the interests of shareholders at the centre of
everything that we do. We are committed to deliver
sustainable value to them and stand by them through thick
and thin. In this respect, the Board is recommending a first
and final tax-exempt dividend of 3.15 cents per ordinary
share for FY2023, subject to approval by shareholders at
the forthcoming Annual General Meeting. This constitutes
a dividend yield of 6.6% based on the closing share price of
$0.48 as at the last practicable date before the printing of
this report. The dividend to be paid out will amount to 70%
of our net profit, reinforcing our commitment to share the
Group’s success with shareholders.
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RICHARD TAY
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