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This presentation may include certain forward-looking statements. The actual
results or development of Weigiao Textile Company Limited may differ
materially from those indicated by these forward-looking statements as a
result of various factors and uncertainties, including but not limited to price
fluctuations, actual demand, exchange rate fluctuations, market shares,
competition, environmental risks, changes in legal, financial and regulatory
frameworks, international economic and financial market conditions, political
risks, and other risks and factors beyond its control. In addition, these
forward-looking statements are as of today and Weiqiao Textile Company
Limited undertakes no obligation to update them. Statistical and other
information relating to the PRC and the textile industry contained in this
presentation have been compiled from various publicly available official or
unofficial sources generally believed to be reliable. However, the quality of
such source materials cannot be guaranteed. Moreover, statistics derived
from multiple sources may not be prepared on a comparable basis. Neither
Weigiao Textile Company Limited nor any of its directors has verified the
accuracy of the information contained in such sources. They therefore make
no representation as to the accuracy of this information. Accordingly, the
industry information and statistics contained in this presentation may not be
accurate and should not be unduly relied upon.
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Financial Review

For the year ended 31 December 4 0 )
(RMB in millions) 2004 2005 Change(%)
Turnover 11,088 13,584 22.5
Gross profit 1,857 2,244 20.8
GP margin (%) 16.8 16.5 (0.3) pts
Operating profit 1,537 1,856 20.8
Profit before tax 1,247 1,436 15.2
Profit attributable to 826 1,242* 50.5

shareholders

Basic earnings per share (RMB) 0.97 1.35 39.2
NP margin(%) 7.4 9.1 1.7 pts

\_ Y,
5

*In 2005, part of the assets acquired by the Group were granted tax relief from local tax authorities for a
total of RMB287,689,000. The Group may apply for similar tax relief in the foreseeable future.



Financial Review

For the year ended 31 December

(RMB in millions) 2004 2005
Total assets 16,389 24,705
Total liabilities 10,229 14,783
Net assets value 6,160 9,921
Current ratio (times) 1.1 1.0
Account receivable turnover (days) 20 15
Inventory turnover (days) 106 117
Account payable turnover (days) 44 60
Net debt to equity ratio(%) 78 66
Gearing ratio (%) 44 41




EPS and Dividend

4 )

For the year ended 31 December 2004 2005 Change
(RMB) (%)

Basic earnings per 0.97 1.35 39 2

share

Dividend

- Final dividend 0.25 0.287 14.8

Total : 0.25 0.287 14.8

Payout ratio(%) 35% 35%




Costs Analysis

h ded 3 b 4 )
(FF‘;,[,ItB?ny;"ji‘{"ﬁQS)e 1 December 2004 2005 Change(%)
COGs 9,231 11,340 22.8
Sale and
distribution cost 276 345 25.0
Administrative 144 151 49
expenses
Other operating
expenses 60 82 37.4
Finance costs 290 420 447
Tax payment 420 \ 187 (55.5)/

*In 2005, part of assets acquired by the Group were granted tax relief from local tax authorities for a total of

RMB287,689,000. The Group may apply for similar relief in the foreseeable future.



Tax Relief

On September 2005, The
Company awarded a tax
reduction of about
RMB273.2 million by the
local tax bureau

On October 2005, Binzhou
Industrial Park was

awarded a reduction of
about RMB14.5 million

Pursuant to the prevailing
tax laws in China, the
Group may apply for similar
tax relief in the future.
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Raw Materials : Relatively Stable Cotton Price

Domestic cotton price (CNCotton A Index)
RMB /tons Jan 2005 to Mar 2006

16,000
15,000

14,000

13,000
12,000 [
11,000
10,000 [
9,000 |
8,000 |
7,000 |
6,000 |
5,000 |
4,000 t+
3,000 |
2,000 |
1,000 +
0

01-05 02-05 03-05 04-05 05-05 06-05 07-05 08-05 09-05 10-05 11-05 12-05 1-06

11

Source: cncotton.com



Cotton Yarn: Sustaining Demand at Stable Price

2005 Monthly Volume and Value of 2005 Unit Price of
Cotton Yarn Cotton Yarn
US$ . US$

tons in thousands in thousands/tons
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Source: China Cotton Textile Association



Grey Fabric: Sustaining Demand at Stable Price

Jan to Dec 2005
Monthly Import and Export Volume and

Jan to Dec 2005
Unit Price Trend of Import and Export
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Market Analysis : Eliminations of Textile Quotas

and Cotton Subsidy

- : Reached
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According to the release of WTO, cotton subsidies cut is expected to be gradually implemented from 2006 onward.



Market Analysis : Higher Domestic and

Export Demand

US$ Export trend of textile, cotton textile and garment products*

Export sales in billions
Total export of textile goods and [
garment rose 20.9% to US$115.03 0t

billion in 2005

Total export of cotton textile was 8 f
US$14.07 billion, a 19.2% increase over

2004 er
Total export of garment increased 19.9% sl

from 2004 to US$73.89 billion
- r .
Domestic demand ’\‘—‘/ R
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Chinese economy migrating from
investment-driven to consumption-driven
model RMB Total Retail Sales of Consumer Goods in PRC
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Total Retail Sales of Consumer Goods pilions In2004-2005
were RMB6717.7 billion in 2005. o |
Domestic sales of textile enterprises 700 |
grew 28.04%, faster than exports o0 |
Increase in national income is expected 600 |
to provide the textile industry with strong 550 |
domestic demand, fueling growth for the 500 |
manufacturers. o |
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*Sources: China Customs, National Statistic Bureau, China Textile Economic Information Network



Challenges: Exchange and Interest Rates,

Energy Cost and Labor Shortages

Interest rate trend from 1 Jan 2005 to 31 Mar 2006
%

RMB exchange rate

Moderate increase in export
prices

Focus on high-value added
products

Reduced the cost of US
dollar-based liabilities

Rise In Interest rates
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Overall Increase In Sales

Sales by products
For the year ended 31 December

(RMB in millions)

Sales of cotton yarn and grey

15,000
fabric increased 34.1%, 22.7%
respectively 13,000 |
Sales of other products |
included cottonseed increased '
31.8% 9,000 -
7,000 |
RMB in millions 2004 2005 Char;% 5,000 |
Cotton Yarn 4,048 5426 34.1
) 3,000 |
Grey fabric 5,701 6991 22.7
Denim 1,274 1080 (15.2) 1,000
2004 2005
Others 66 87 318 m Cotton Yarn m Grey Fabric ®m Denim m Others
Total sales 11,088 13,584 225
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Increase In Production Output

4 )

2004 2005 Change (%)

Cotton Yarn (tons) 543,000 659,000 21.4
Grey Fabric ( ‘000 meters) 1,205,000 1,441,000 19.6
Denim ( ‘000 meters) 131,000 124,000 (5.3)

\_ J
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Increase in Customers and Revenue by

Region

Domestic and foreign customers ., e by region
increased by 21% and 20% 14000 :
respectively compared to 2004.

Domestic sales driven by strong 15000 ©
demand

Increasing high-quality customers 10000

Sales to top five customers
continued to decline from 15.35%
in 2004 to 11.95% in 2005
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Profit Margin by Product

2004 GPM [ 2005 GPM )

RMB ‘000 (%) RMB ‘000 (%)
Cotton Yarn 694,493 17.2 |1,196,176 21.7
Grey Fabric 798,863 14.0 885,035 12.0
Denim 341,592 26.8 240,127 22.2
Others 22,229 33.4 (9,209) (10.5)
Total 1,857,177 16.8 | 2,244,130 16.5

- J
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Stable Profit Margin

Overall Profit Margin and NP Margin

Overall profit margin 200% [
maintained at a relatively 168% 165%
higher level despite rapid =~ 0%
growth helped by strong
brand, higher sales and 100% |
economies of scale

2004 2005
B Profit Margn B NP Margn
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Stringent Cost Control

Strict cost control Iin

cotton procurement :

Contained growth in
energy cost
Completion of Thermal

Power Plants acquisitions

Acquisitions help
generate 44 million gains
via the sale of electricity
and steam to the Holding
Company

L =




Enhancing Profitability to Meet the Market

Demand

Placement of New Shares
2 March 2006

Number of 68,936,500 H Shares
shares 16.67% of expanded outstanding H shares
5.77% of expanded registered capital

HK$12.05/Share
HK$829,237,000

Use of * Increase production capacity of existing high
proceeds value-added cotton textile products (mostly denim)
 Introduction of advanced textile machinery

« General working capital
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To Become the Leading

Cotton Textile Manufacturer in the World

P Relatively ﬁong growth

stable export In domestic

environmeM demand‘

mprovements in 4 (
production technology, Zj aintain economies of
efficiency and the a scale; stringent cost
utilization of production control; Optimization of

capacity, with emphasis o capital structure
quality improvem l

gHance corporate governance
to track for a healthy and

sustainable future gr%
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