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' China Lesso: "Piping" the
World, "Insight" into the
Future
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China Lesso Group Holdings Limited (re-
ferred to as "China Lesso," stock code:
02128.HK) is a large-scale building materials
and home furnishings group in China. Its
business segments cover pipelines, building
materials, home furnishings, environmental
protection, new energy, and supply chain
service platforms. The product portfolio in-
cludes pipelines, photovoltaic new energy,
plumbing and sanitary ware, integrated
kitchens, integrated doors and windows,
aluminum formwork and smart climbing
frames, water purification equipment, wa-
terproofing and sealant, firefighting equip-
ment, valves, wires and cables, lighting, san-
itary materials, environmental protection,
agricultural facilities, and marine aquacul-
ture cages, among other fields. In 2023, the
group's revenue reached RMB 30.868 billion.

Figure 1: China Lesso, headquarters

As early as 2007, China Lesso embarked on
its journey of internationalization, starting
with product trade. Adapting to global
trends, the company invested in localized
production facilities in North America,
Southeast Asia, and Africa, taking root and
thriving in these markets. With the progres-
sion of internationalization and globalization,
China Lesso has established more than 30
advanced production bases worldwide, cov-
ering 19 provinces across China and various
overseas locations. Additionally, China Lesso
owns SNOW, a comprehensive multinational

brand centered on pipeline building materi-
als and diversified development. SNOW is a
globally renowned manufacturer of pipeline
system products.

In 2023, overseas business accounted for ap-
proximately 10% of China Lesso's revenue.
The group's Vice President and President of
Lesso Energy Storage, Huang Zhanxion (¥4 f&
I#£), noted, "This proportion is not high;
however, nearly 20 years of international
development have paved a sustainable path
for the group. Particularly since last year,
Lesso has made bold investments overseas
and is advancing at a rapid pace."

Looking back at China Lesso’s internationali-
zation journey, it can be divided into four
phases:

I. Accumulation and Preparation
Phase (1986—-2006)

In 1986, the predecessor of China Lesso, a
small hardware factory called "Xixi Plastic,"
was established in Longjiang Town, Shunde.
It was not until seven years later, in 1993,
that the company officially launched its first
key product—the "Xixi" brand PVC flame-re-
tardant wire conduits and wire protective

pipes.

China Lesso's first significant leap occurred
in 1995. That year, the Opinions on Strength-
ening the Production and Promotion of
Chemical Building Materials were released,
which clearly supported the promotion of
plastic pipelines, plastic doors, and windows.
China Lesso seized this opportunity to ex-
pand production and accelerate growth.

In 1996, Lesso was officially established,
completed its trademark registration, and
began its brand development journey. Dur-
ing this stage, the company focused more on



brand building and improving product qual-
ity, laying a solid foundation for subsequent
business expansion.

In 2001, Lesso took a significant step in na-
tionwide expansion by establishing its first
subsidiary and production base outside
Guangdong Province, located in Wuhan, Hu-
bei Province. This move expanded the com-
pany's production scale and market reach,
setting the stage for national growth.

In 2003, Guiyang Lesso was established, ex-
tending Lesso’s production capacity into the
southwest region and broadening its sales
scope.

In 2005, Hebei Lesso was established, further
strengthening the company’s production
and sales capabilities in the northeast and
northern regions of China.

In 2006, Nanjing Lesso was established, fur-
ther expanding the company’s market share
in the eastern region of China.

In 2007, Changchun Lesso, Henan Lesso,
Urumagqi Lesso, and Wuhan Lesso Mold Com-
pany were established.

From PVC to PE and then to PP-R, China
Lesso started with pipeline materials and
continued its vertical expansion. As the busi-
ness scope grew and production capacity in-
creased, the company established a rela-
tively comprehensive production and sales
network nationwide. However, it encoun-
tered an industry "ceiling." Therefore, China
Lesso pivoted once again, this time into hor-
izontal expansion, extending into the
broader home furnishings sector.

To achieve this, the company successively
acquired several home improvement mate-
rial enterprises, such as Nanhai Eago Sani-
tary Ware and Qingyuan Rili Door Industry.

It also developed a full range of products, in-
cluding pipelines, sanitary ware, integrated
kitchens, integrated doors and windows,
firefighting equipment, and sanitary materi-
als.

Figure 2 (Left): Wong Luen Hei, Chairman
and Executive Director of China Lesso Group

Figure 3 (Right): Huang Zhan Xiong, Vice
President of China Lesso Group; President of
Lesso Solar

Il. Exploration Phase (2007-2010)

With both uncertainty and anticipation for
the future, China Lesso formally embarked
on its internationalization journey, assem-
bling an overseas business team of four
members, which later expanded to over 20.
China Lesso had its own understanding and
standards when it came to international ex-
pansion.

Wang Weiyuan, Director of China Lesso
Group’s Overseas Operations Center, stated,
“The logic of business, at its simplest, is to
sell products and collect payments. Enter-
prises face numerous challenges, many of
which have standard solutions, but sales do
not. Without incoming orders, production,
team building, and after-sales service be-
come meaningless.”

Under this sales-driven approach, China
Lesso adhered to several principles when



choosing overseas markets: first, a high pop-
ulation density; second, a certain level of
economic development and strong purchas-

ing power; third, significant growth potential.

After careful consideration, the company se-
lected the United States, Southeast Asia, and
Africa as its initial overseas targets.

China Lesso entered the United States pri-
marily due to its promising market potential,
as the country has the world’s largest con-
sumer market. As early as 2000, U.S. house-
hold final consumption expenditure (HFCE)
accounted for approximately 30% of global
household consumption. The vast geogra-
phy, rising economy, and ongoing infrastruc-
ture growth created significant demand for
pipelines and building materials."American
households not only have a high demand for
consumer goods but also consume large
amounts of water, electricity, and furniture.
Additionally, due to the vast geography, an
upward economic trajectory, and consist-
ently fast infrastructure growth, there is sig-
nificant demand for pipes and building ma-
terials," noted the company.

Southeast Asia was also among the top
choices. In addition to its high population
density and substantial infrastructure needs,
Wang Weiyuan and his team also considered
the following factors: first, political stability
and good relations with China; second, the
proximity to China, with a flight time of just
two to three hours, making it very conven-
ient; and third, being part of the Confucian
cultural sphere, which results in smaller cul-
tural differences and a hardworking labor
force. These factors are also why Southeast
Asia has become the preferred destination
for some Chinese industrial chains in recent
years.

While expanding into the U.S. and Southeast
Asia is relatively easy to understand, ex-
panding into Africa might seem puzzling to
many. Wang Weiyuan explained that China
Lesso often participates in the biannual
China Import and Export Fair (Canton Fair)
held in Guangzhou. At the time, they were
surprised to find an increasing number of Af-
rican faces at the fair, which sparked their in-
terest in Africa. After conducting research,
China Lesso discovered that despite Africa's
relatively low per capita GDP at the time, the
future development potential was signifi-
cant. For example, the electrification rate
was gradually increasing (with some coun-
tries reaching over 50%), political stability
was improving (with the exception of a few
war-torn countries like Rwanda and South
Sudan), and there was room for infrastruc-
ture development. They believed that "this
market has great potential."

After determining their international expan-
sion direction, China Lesso adopted three
main strategies: first, participating in the
Canton Fair, which is the longest-running,
highest-level, largest, most comprehensive
international trade fair in China, with the
widest distribution of attending buyers and
the best transaction outcomes. It is known
as the "No. 1 Fair in China." Second, joining
Alibaba's international platform, one of the
largest cross-border e-commerce platforms
in China at the time, which provided import
and export trade services to help companies
engage in cross-national transactions. China
Lesso was one of the first companies to ad-
vertise there. Third, participating in global
exhibitions with exhibition companies, at-
tending fairs in countries including Africa,
the Middle East, Southeast Asia, South
America, and the United States.



These efforts paid off. In 2008, China
Haishan International Investment Holdings,
which expanded into Angola and Ghana,
placed an order worth RMB 30 million,
which greatly encouraged China Lesso in the
early stages of its international expansion.

"Beyond the orders, the company's early ex-
ploration also had significant strategic value.
The overseas business team gained a deeper
and clearer understanding of the product
standards and certification requirements in
different countries, laying the foundation for
future market entry. They also became ac-
guainted with a group of overseas distribu-
tors and channel partners, exploring the
characteristics of different markets," Wang
Weiyuan summarized. Although at that time,
internationalization could not yet be called a
"highway," at least a "narrow path" had
been paved."

III. Steady Progress—Growth Stage
(2011-2020)

"Expanding into overseas markets, the key is
cost-effectiveness. For example, in the U.S.
market, there are not only Formosa Plastics
Group but also local manufacturers who
have been developing for decades. To com-
pete with them, the product must not only
have higher quality but also lower prices—
this is the result of China’s supply chain ad-
vantage combined with Lesso’s research and
development capabilities and manufactur-
ing strength." Wang Weiyuan believes that
relying solely on product exports to capture
the market is very limited and cannot form a
scale advantage.

In 2010, China Lesso was listed on the main
board of the Hong Kong Stock Exchange, en-
tering a new phase in its internationalization.

It was no longer satisfied with just product
trade but began to set up subsidiaries and
offices overseas, gradually building an inter-
national business network; establishing
overseas warehouses to optimize product
storage and distribution; acquiring projects
to expand its overseas business footprint;
and sending employees to multiple coun-
tries and regions to better establish business
connections locally.

In 2012, Lesso sent employees to the U.S. to
establish a subsidiary, set up a warehouse,
and acquired a small local factory. Equip-
ment such as injection molding machines
was transported from China for production.
By using American water, electricity, and la-
bor, China Lesso was now on the same start-
ing line as U.S. factories. So, how could it
maintain its competitive edge? This was
when technology and research and develop-
ment began to show their importance.

In fact, as early as when it first entered the
U.S. market, China Lesso developed molds
and completed related market certification
work, supported by technical strength to en-
sure that products met local market quality
and standards. China Lesso invests hundreds
of millions of yuan in R&D each year, attract-
ing top-tier scientific talent and establishing
industry-academia-research  cooperation
mechanisms. The company has built a highly
specialized R&D team with nearly a thou-
sand researchers. As the group expanded in-
ternationally, these researchers made adap-
tive adjustments to products based on the
needs of different markets.



Figure 4: China Lesso Group's Overseas Man-
ufacturing Facility

Despite its continuous progress and new
achievements, Huang Zhanxiong admitted
that the group had encountered some set-
backs in brand building and regulatory poli-
cies.

In 2012, Lesso reshaped its brand develop-
ment plan and adopted a "mother-and-child
brand operation" model, establishing the
positions of "LESSO liansu" and "LESSO
Lingshang" as the two core sub-brands.
Huang Zhanxiong believed: "At that time, we
were very insistent on using Lesso’s own
brand, even after acquiring well-known local
brands, we were reluctant to promote them,
which was a misunderstanding."

Brand building was especially challenging in
the U.S. market. "As soon as it’s labeled
'Made in China,' customers think it’s cheap.
This deep-rooted perception was formed by
China’s low-end manufactured goods being
exported in large quantities since the reform
and opening up, and it is difficult to reverse
this in a short time." Therefore, Lesso’s pro-
motional materials and product appearance
in the U.S. used English and were designed
according to American company standards.
In Southeast Asia, such as in Malaysia and
Cambodia, China Lesso learned from these
lessons and adopted a "dual-brand" strategy,
which achieved good results.

Huang Zhanxiong reminded that it’s essen-
tial to understand the financial policies of
the countries you operate in. For example,
some African countries implement foreign
exchange controls to maintain their cur-
rency stability and ensure balance in inter-
national payments, preventing capital out-
flows. After earning profits, companies often
reinvest them in expanding production,
making it difficult to repatriate funds to
China. Sometimes, they can only buy local
products and send them back to China for
sale.

Moreover, in the process of going global,
China Lesso faced many specific challenges.
For example, some countries lack clear and
mature fire safety standards, so Lesso had to
explore them on its own and even guide gov-
ernments to establish relevant policies. In
some countries, the account opening pro-
cess is cumbersome and strict, requiring not
only basic documents such as registration
certificates, business licenses, and identifi-
cation of legal representatives but also de-
tailed information such as business plans
and financial statements to assess the com-
pany’s operating conditions and risks, some-
times even subjecting the company to rigor-
ous due diligence. In countries where tax
systems are unclear and underdeveloped,
China Lesso had to overpay taxes and later
seek refunds from the government. In some
countries, exchange rate fluctuations were
so significant, sometimes exceeding 30%,
that a slight oversight could cause project
profits to be wiped out by the losses from
currency fluctuations.

Although the road was long and difficult,
China Lesso steadily laid the foundation for
its overseas development, step by step.



IV. Breakthrough Phase (2021-2024)
“Objectively speaking, before 2020, we did
not give enough attention to overseas mar-
kets. At the time, the domestic market was

thriving with strong demand and high profits.

Expanding into overseas markets required
larger investments and carried more uncer-
tainties, often yielding lower returns than
the domestic market,” said Huang
Zhanxiong.

Following the COVID-19 pandemic, domestic
competition intensified, the market became
saturated, and the real estate sector faced a
downturn. As a company closely linked to
real estate, China Lesso urgently needed to
identify new, more promising opportunities.
At the same time, years of development had
strengthened the company’s brand, prod-
ucts, technology, team, and sales network,
giving it stronger international competitive-
ness. Thus, China Lesso’s overseas strategy
deepened, focusing on setting up local fac-
tories and achieving localized operations.

Wang Weiyuan calculated both the "eco-
nomic account" and "time account": For
pipeline products, due to their relatively low
unit value, a full container of goods is worth
about $20,000-530,000, but the shipping
cost for a single container to Africa can be as
high as $5,000-$6,000, and to the U.S.,
about $3,000. Transportation costs account
for more than 10% of the total. If there are
special circumstances, such as the COVID-19
pandemic, shipping costs could increase sev-
eral times. Delivery time also affects order
status, with shipments to East Africa taking
about 20 days and to West Africa requiring
over 40 days. Ordinary customers are un-
likely to wait that long.

According to the 2022-2027 China Plastic
Pipe Industry Market Supply and Demand

Status and Investment Strategy Research Re-
port by Huajing Industry Research Institute,
an analysis of the cost structure of listed
companies in the plastic pipe industry re-
veals that raw material costs account for
over 75% of production costs, while trans-
portation costs make up over 35% of sales
expenses. The raw material and transporta-
tion costs primarily determine a company’s
cost control capabilities, which, in turn, af-
fect pricing and order acquisition abilities.
Plastic pipes have a certain transportation
radius limitation, especially larger diameter
pipes, which have poor regional mobility.
This is why Lesso has adopted a global multi-
site layout.

China Lesso, leveraging its strong technical
capabilities and a comprehensive product
system for pipeline solutions, has adopted a
light asset and trade model to accelerate the
localization of its brand overseas. The
group’s overseas investments in the past
three years have exceeded 1 billion RMB,
with the overseas team approaching 300
people.

Southeast Asia has been one of the regions
with the most robust infrastructure demand
in recent years. According to the Asian De-
velopment Bank, Southeast Asia needs ap-
proximately $210 billion in annual invest-
ment from 2016 to 2030 to meet its infra-
structure construction needs and achieve
expected growth. China Lesso’s production
base construction in Indonesia, Cambodia,
Thailand, and Malaysia is in full swing, and
the Vietnamese production base is expected
to be operational by the fourth quarter of
2024. Additionally, Wang Weiyuan revealed
that China Lesso has plans to open new fac-
tories in the U.S., with teams currently con-
ducting site surveys in Michigan, California,
and Texas.



Despite its rapid and powerful actions, China
Lesso still follows a light asset model for in-
ternationalization, focusing on building
standardized and replicable business pro-
cesses. Huang Zhanxiong explained: “For
land, equipment, and other assets, we pre-
fer ‘leasing’ rather than ‘buying’ because our
strategic focus right now is ‘land grab’. The
capital investment for one heavy asset pro-
ject could fund 4-5 light asset projects.
Moreover, the light asset model also allows
us to pivot more easily.”

To better operate in global markets, China
Lesso has firmly implemented a "localiza-
tion" strategy. They previously attempted to
send Chinese teams to directly manage local
employees, but this was costly and culturally
difficult. "If you are not African, it’s hard to
manage African employees; if you’re not In-
donesian, it's hard to manage Indonesian
employees. You don’t understand their
thoughts and ideas." Especially in Southeast
Asia and Africa, where there are many lan-
guages and communication difficulties, and
where Chinese people are unfamiliar with
local business practices and nuances.

"Localization is a ‘balancing’ issue," Huang
Zhanxiong believes. Different countries have
different situations. It's necessary to lever-
age the strengths of local teams while ensur-
ing that the headquarters maintains control
and the overall group strategy is imple-
mented. The balance in the management
structure is crucial. China Lesso has localized
various business processes, including pro-
duction, technology, sales, and after-sales,
allowing local teams to handle business op-
erations while the headquarters controls
key areas such as receivables, finance, and
core technologies.

Cross-cultural communication is also very
important. Huang Zhanxiong’s management
insight is to "put yourself in their shoes and
pay attention to details." He gave the exam-
ple of Indonesia, where approximately 87%
of the population practices Islam, making it
the country with the largest Muslim popula-
tion in the world. Muslims not only have six
beliefs but also perform five duties, includ-
ing prayer, fasting, charity, education, and
pilgrimage. "We fully respect this, and dur-
ing Islamic holidays, we slaughter sheep to
give them to eat. Employees are very happy.
Although it’s a small thing, the company is
supported by its employees, and these little
details can affect their satisfaction and loy-
alty, which in turn influences the company's
operations."

Looking ahead, China Lesso’s short-term
goal is to increase its overseas revenue share
from the current 10% to 20% by 2027, with
a long-term goal of exceeding 30%. The com-
pany’s global expansion continues with firm
and steady steps. When announcing the
2024 mid-year results, Huang Lianxi, Chair-
man and Executive Director of China Lesso
Group, stated: "Seize overseas opportunities,
fully promote the localization layout, en-
hance the brand’s influence and penetration,
and further expand revenue sources. The
group will use its strong strength and resili-
ence to overcome market challenges and
continuously create long-term value for
shareholders."

--------- KEY LEARNING POINTS--------

1. Long-term and Stable Overseas Ex-
pansion Strategy
The strategic planning for overseas ex-
pansion should cover a relatively long
time span, typically several years or even
decades. It is not a response to short-term



market fluctuations or temporary situa-
tions, but rather focuses on the long-term
development direction and goals of the
enterprise. The strategy should not be fre-
quently adjusted due to internal or exter-
nal disruptions, as this helps in
reasonable resource allocation, enhances
corporate cohesion, reduces decision-ma-
king costs, and establishes a competitive
advantage. Over 17 years, China Lesso
has moved from the initial idea of
overseas expansion to trading goods,
sending personnel, building local fac-
tories, and implementing localized opera-
tions, achieving steady progress: "Step by
step, never stopping, and ultimately suc-
ceeding.”

. Focus on Product Cost-Performance
Ratio
The cost-performance ratio of products is

one of the key factors in China Lesso’ s

success in overseas expansion. Without
sales, a company cannot survive. How-
ever, the product cost-performance ratio
is the result of innovation, management,
and supply chain integration, rather than
the cause. Thus, it is crucial to pay more
attention to these factors. China Lesso has
been able to quickly penetrate interna-
tional markets and continuously adapt to
customer needs, thanks to its superior
technology and high responsiveness.

. Build Localized Teams

China Lesso has placed great emphasis
on building localized teams, including
hiring local employees and bringing in in-
dividuals with experience or study back-
grounds in China, as they have a deeper
understanding of the local culture, con-
sumer habits, market demands, and busi-
ness practices. Being based in the region,
these team members are more sensitive to
market trends and can respond promptly.
Moreover, because they are familiar with
local cultures, they can better understand
consumer preferences and develop mar-
keting strategies that are more aligned
with the local market.

4. Flexibly Adjust Brand Strategies

For many companies, developing their
own brand is an enticing challenge. How-
ever, Chinese products in overseas mar-
kets carry not only the identity of the com-
pany but also that of the country. Over the
past few decades, although Chinese man-
ufacturing has evolved from "cheap and
low-quality" to "high cost-performance,”
it is undeniable that Chinese brands still
face challenges in brand influence com-
pared to traditional international or re-
gional well-known brands. Realizing this,
China Lesso adjusted its strategy by
adopting a "dual-brand" approach in cer-
tain countries.

. Reasonably Control Asset Models

Despite its rapid expansion abroad in re-
cent years, China Lesso pays great atten-
tion to risk management by adhering to a
light-asset model, avoiding the risks of as-
set depreciation and reallocation associ-
ated with heavy asset investments. This
asset model allows the company to ex-
pand more flexibly in international mar-
kets, enabling timely adjustments in pro-
duction scale according to market de-
mand and sales performance. This re-
duces operational risks, improves profita-
bility, and enhances the company's long-
term sustainability.

Special Thanks to China Lesso Group Hol-
dings Limited for Supporting This Survey



