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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Certain statements in this Quarterly Report on Form 10-Q are “forward-looking statements” within the meaning of Section 21E of the Securities Exchange
Act of 1934, as amended, and are subject to the safe harbor created thereby. All statements contained in this Quarterly Report on Form 10-Q other than
statements of historical facts, including statements regarding our future results of operations and financial position, our business strategy and plans and our
objectives for future operations, are forward-looking statements. In some cases, you can identify forward-looking statements by terminology such as “aim,”
“anticipate,” “assume,” “believe,” “contemplate,” “continue,” “could,” “design,” “due,” “estimate,” “expect,” “goal,” “intend,” “may,” “objective,” “plan,”
“predict,” “positioned,” “potential,” “seek,” “should,” “target,” “will,” “would” and other similar expressions that are predictions of or indicate future events
and future trends, or the negative of these terms or other comparable terminology. In addition, statements that “we believe” or similar statements reflect our
beliefs and opinions on the relevant subject. We have based these forward- looking statements on our current expectations about future events. While we
believe these expectations are reasonable, such forward-looking statements are inherently subject to risks and uncertainties, many of which are beyond our
control. Risks and uncertainties that could cause our actual results to differ from those expressed in, or implied by, our forward- looking statements include, but
are not limited to:

• the levels of residential repair and remodel activity, and to a lesser extent, new home construction;

• the effects of inflationary pressures, financial market uncertainty and rising interest rates on the demand for our products, our costs and our ability to
access capital;

• our ability to maintain our strong brands and reputation and to develop innovative products;

• our ability to maintain our competitive position in our industries;

• our reliance on key suppliers and customers;

• the occurrence of public health emergencies, including the impact on domestic and international economic activity, consumer confidence, our
production capabilities, our employees and our supply chain;

• the cost and availability of materials and the imposition of tariffs;

• risks associated with our international operations and global strategies;

• our ability to achieve the anticipated benefits of our strategic initiatives;

• our ability to successfully execute our acquisition strategy and integrate businesses that we may acquire;

• our ability to renew our credit facilities, obtain additional capital to finance our planned operations and to maintain our listing on Nasdaq;

• risks associated with our reliance on information systems and technology, and our ability to achieve the anticipated benefits from our investments in
new technology;

• our ability to attract, develop and retain talented and diverse personnel;

• our ability to obtain additional capital to finance our planned operations;

• regulatory developments in the United States and internationally;

• our ability to establish and maintain intellectual property protection for our products, as well as our ability to operate our business without infringing
the intellectual property rights of others; and

• other risks and uncertainties, including those listed under the caption “Risk Factors” in Part I, Item 1A of our Annual Report on Form 10-K for the
year ended December 31, 2025, as well as subsequent reports we file from time to time with the U.S. Securities and Exchange Commission (the
“SEC”) (available at www.sec.gov).

These forward-looking statements are based on management’s current expectations, estimates, forecasts and projections about our business and the
industry in which we operate, and management’s beliefs and assumptions are not
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guarantees of future performance or development and involve known and unknown risks, uncertainties and other factors that are in some cases beyond our
control. In light of the significant uncertainties in these forward-looking statements, you should not rely upon forward-looking statements as predictions of
future events. Although we believe the expectations reflected in the forward-looking statements are reasonable, the future results, levels of activity,
performance or events and circumstances reflected in the forward-looking statements may not be achieved or occur at all. You should read this Quarterly
Report on Form 10-Q and the documents that we reference and have filed as exhibits to this Quarterly Report on Form 10-Q completely and with the
understanding that our actual future results may be materially different from what we expect. These forward-looking statements speak only as of the date of this
Quarterly Report on Form 10-Q. Except as required by law, we undertake no obligation to publicly update any forward-looking statements, whether as a result
of new information, future events or otherwise.

GENERAL

Unless the context otherwise requires, all references in this Quarterly Report on Form 10-Q to the “Company,” “FGI,” “we,” “us” or “our” refer to FGI
Industries Ltd.
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PART I —FINANCIAL INFORMATION

Item 1. Financial Statements.

FGI INDUSTRIES LTD.
INDEX TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Condensed Consolidated Balance Sheets as of March 31, 2026 (Unaudited) and December 31, 2025 (Audited). 6

Unaudited Condensed Consolidated Statements of Operations and Comprehensive Loss for the three months ended March 31, 2026 and 2025. 7

Unaudited Condensed Consolidated Statements of Changes in Shareholders’ Equity for the three months ended March 31, 2026 and 2025. 8

Unaudited Condensed Consolidated Statements of Cash Flows for the three months ended March 31, 2026 and 2025. 9

Notes to Unaudited Condensed Consolidated Financial Statements 10
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FGI INDUSTRIES LTD.
CONDENSED CONSOLIDATED BALANCE SHEETS

As of
March 31, 2026

As of
December 31, 2025

USD   USD
(Unaudited)

ASSETS

CURRENT ASSETS    
Cash $ 2,659,190  $ 1,899,801 
Accounts receivable, net 13,641,870  13,847,762 
Inventories, net 14,228,751  15,292,742 
Prepayments and other current assets 3,747,712  3,228,259 
Prepayments and other receivables – related parties 16,658,889  17,274,859 

Total current assets 50,936,412  51,543,423 

NONCURRENT ASSETS    
Property and equipment, net 3,751,022  3,853,864 
Intangible assets, net 1,676,748  1,733,616 
Operating lease right-of-use assets, net 10,569,629  11,031,892 
Deferred tax assets, net 211,760  211,581 
Other noncurrent assets 1,005,031  1,163,205 

Total noncurrent assets 17,214,190  17,994,158 
Total assets $ 68,150,602  $ 69,537,581 

LIABILITIES AND SHAREHOLDERS’ EQUITY    

CURRENT LIABILITIES    
Short-term loans $ 13,143,690  $ 11,868,828 
Accounts payable 23,873,453  24,687,900 
Accounts payable – related parties 40,144  49,855 
Operating lease liabilities – current 1,725,768  1,700,936 
Accrued expenses and other current liabilities 5,473,531  5,607,405 

Total current liabilities 44,256,586  43,914,924 

NONCURRENT LIABILITIES    
Operating lease liabilities – noncurrent 9,579,585  10,012,616 

Total liabilities 53,836,171  53,927,540 

COMMITMENTS AND CONTINGENCIES    

SHAREHOLDERS’ EQUITY    
Preference Shares ($0.0001 par value, 2,000,000 shares authorized, no shares issued and outstanding as of
March 31, 2026 and December 31, 2025) —  — 
Ordinary shares ($0.0005 par value, 40,000,000 shares authorized, 1,927,326 and 1,920,140 shares issued and
outstanding as of March 31, 2026 and December 31, 2025, respectively) 964  960 
Additional paid-in capital 21,495,828  21,612,226 
Accumulated deficit (3,896,496) (2,927,091)
Accumulated other comprehensive loss (1,438,997) (1,402,946)

FGI Industries Ltd. shareholders’ equity 16,161,299  17,283,149 
Non-controlling interests (1,846,868) (1,673,108)

Total shareholders’ equity 14,314,431  15,610,041 

Total liabilities and shareholders’ equity $ 68,150,602  $ 69,537,581 

_________________________________________________



The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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FGI INDUSTRIES LTD.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS

For the Three Months Ended
March 31,

2026 2025

USD USD

Revenue $ 30,501,460  $ 33,212,548 

Cost of revenue 22,340,769  24,312,290 

Gross profit 8,160,691  8,900,258 

Operating expenses    
Selling and distribution 6,215,257  7,163,178 
General and administrative 2,354,233  2,701,213 
Research and development 282,610  316,726 

Total operating expenses 8,852,100  10,181,117 

Loss from operations (691,409) (1,280,859)

Other income (expenses)    
Interest income 875  441 
Interest expense (354,902) (302,760)
Other (expenses) income, net (73,051) 28,091 

Total other expenses, net (427,078) (274,228)

Loss before income taxes (1,118,487) (1,555,087)

Provision for (benefit of) income taxes    
Current 24,857  19,168 
Deferred (179) (758,698)

Total provision for (benefit of) income taxes 24,678  (739,530)

Net loss (1,143,165) (815,557)
Less: net loss attributable to non-controlling shareholders (173,760) (186,465)
Net loss attributable to FGI Industries Ltd. shareholders (969,405) (629,092)

Other comprehensive (loss) income    
Foreign currency translation adjustment (36,051) 86,432 

Comprehensive loss (1,179,216) (729,125)
Less: comprehensive loss attributable to non-controlling shareholders (173,760) (186,465)

Comprehensive loss attributable to FGI Industries Ltd. shareholders $ (1,005,456) $ (542,660)

Weighted average number of ordinary shares    
Basic 1,920,619 1,915,797
Diluted 1,920,619 1,915,797

Loss per share
Basic $ (0.50) $ (0.33)
Diluted $ (0.50) $ (0.33)

(1) Giving retroactive effect to the Reverse Share Split of the Preference Shares and Ordinary Shares at a ratio of 1-for-5 that became effective July 31, 2025.

(1)



See Note 9 “Shareholders' Equity” for details.
_________________________________________________

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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FGI INDUSTRIES LTD.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’

EQUITY

Ordinary Shares Additional
Paid-in
Capital

Accumulated
Deficit

Accumulated
Other

Comprehensive
Loss

Non-
Controlling

Interests

Total
Shareholders'

EquityShares  Amount

Balance at December 31, 2025 1,920,140 $ 960  $ 21,612,226  $ (2,927,091) $ (1,402,946) $ (1,673,108) $ 15,610,041 
Share-based compensation 7,186  4  (116,398) —  —  —  (116,394)
Net loss — —  —  (969,405) —  (173,760) (1,143,165)
Foreign currency translation adjustments — —  —  —  (36,051) —  (36,051)
Balance at March 31, 2026 1,927,326 $ 964  $ 21,495,828  $ (3,896,496) $ (1,438,997) $ (1,846,868) $ 14,314,431 

Ordinary Shares Additional
Paid-in
Capital

Retained
Earnings

Accumulated
Other

Comprehensive
Loss

Non-
Controlling

Interests

Total
Shareholders'

EquityShares Amount

Balance at December 31, 2024 1,912,783 $ 956  $ 21,279,047  $ 3,212,435  $ (2,239,560) $ (687,228) $ 21,565,650 
Share-based compensation 5,118 3  76,303  —  —  —  76,306 
Net loss — —  —  (629,092) —  (186,465) (815,557)
Foreign currency translation adjustments — —  —  —  86,432  —  86,432 
Balance at March 31, 2025 1,917,901 $ 959  $ 21,355,350  $ 2,583,343  $ (2,153,128) $ (873,693) $ 20,912,831 

(1) Giving retroactive effect to the Reverse Share Split of the Preference Shares and Ordinary Shares at a ratio of 1-for-5 that became effective July 31, 2025.
See Note 9 “Shareholders' Equity” for details.
_________________________________________________

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.

(1)
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FGI INDUSTRIES LTD.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

For the Three Months Ended
March 31,

2026 2025
USD USD

CASH FLOWS FROM OPERATING ACTIVITIES
Net loss $ (1,143,165) $ (815,557)
Adjustments to reconcile net loss to net cash used in operating activities

Depreciation 177,128  147,287 
Amortization 531,383  563,117 
Share-based compensation (116,394) 76,306 
Provision for credit losses 10,296  1,899 
Provision for defective return 348,130  123,538 
Foreign exchange transaction loss (gain) 79,421  (13,781)
Deferred income tax benefit (179) (758,698)

Changes in operating assets and liabilities
Accounts receivable (152,533) 823,212 
Inventories 1,063,992  1,407,282 
Prepayments and other current assets (540,588) (293,655)
Prepayments and other receivables – related parties 615,969  973,131 
Other noncurrent assets 158,174  174,685 
Income taxes 21,134  17,786 
Accounts payable (814,447) (2,421,083)
Accounts payable – related parties (9,711) (634,383)
Operating lease liabilities (420,451) (417,283)
Accrued expenses and other current liabilities (133,872) (605,489)

Net cash used in operating activities (325,713) (1,651,686)

CASH FLOWS FROM INVESTING ACTIVITIES    
Purchase of property and equipment (79,726) (349,875)
Purchase of intangible assets —  (100,280)

Net cash used in investing activities (79,726) (450,155)

CASH FLOWS FROM FINANCING ACTIVITIES    
Proceeds from credit facilities 27,968,836  16,845,184 
Repayments of credit facilities (26,693,975) (18,175,996)

Net cash provided by (used in) financing activities 1,274,861  (1,330,812)

EFFECT OF EXCHANGE RATE FLUCTUATION ON CASH (110,033) 100,858 

NET CHANGES IN CASH 759,389  (3,331,795)
CASH, BEGINNING OF PERIOD 1,899,801  4,558,160 
CASH, END OF PERIOD $ 2,659,190  $ 1,226,365 

SUPPLEMENTAL CASH FLOW INFORMATION    
Cash paid during the period for interest $ (354,928) $ (302,819)
Cash paid during the period for income taxes $ (4,769) $ (850)

NON-CASH INVESTING AND FINANCING ACTIVITIES    
Lease liability arising from obtaining a right-of-use asset $ 12,251  $ 296,012 
Derecognition of right-of-use asset and lease liability upon early termination $ —  $ (1,251,111)

_________________________________________________

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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FGI INDUSTRIES LTD.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Note 1 — Nature of business and organization

FGI Industries Ltd. (“FGI” or the “Company”) is a holding company organized on May 26, 2021, under the laws of the Cayman Islands. The Company has
no substantive operations other than holding all of the outstanding equity of its operating subsidiaries as described below. The Company is a supplier of global
kitchen and bath products and currently focuses on the following categories: sanitaryware (primarily toilets, sinks, pedestals and toilet seats), bath furniture
(vanities, mirrors and cabinets), shower systems, custom kitchen cabinetry and other accessory items. These products are sold primarily for repair and
remodeling (“R&R”) activity and, to a lesser extent, new home or commercial construction. The Company sells its products through numerous partners,
including mass retail centers, wholesale and commercial distributors, online retailers and independent dealers and distributors.

The accompanying unaudited condensed consolidated financial statements reflect the activities of FGI and each of the following entities as described
below:

Name Background Ownership

FGI Industries Inc.
(“FGI Industries”, formerly named Foremost
Groups, Inc.)

• A New Jersey corporation
• Incorporated on January 5, 1988
• Sales and distribution in the United States

100% owned by FGI

FGI Europe Investment Limited
(“FGI Europe”)

• A British Virgin Islands holding company
• Incorporated on January 1, 2007

100% owned by FGI

FGI International, Limited
(“FGI HK”)

• A Hong Kong company
• Incorporated on June 2, 2021
• Sales, sourcing and product development

100% owned by FGI

FGI Canada Ltd.
(“FGI Canada”)

• A Canadian company
• Incorporated on October 17, 1997
• Sales and distribution in Canada

100% owned by FGI Industries Inc.

FGI Germany GmbH & Co. KG
(“FGI Germany”)

• A German company
• Incorporated on January 24, 2013
• Sales and distribution in Germany

100% owned by FGI Europe Investment Limited

FGI China, Ltd.
(“FGI China”)

• A PRC limited liability company
• Incorporated on August 19, 2021
• Sourcing and product development

100% owned by FGI International, Limited

FGI United Kingdom Ltd
(“FGI UK”)

• An UK company
• Incorporated on December 10, 2021
• Sales and distribution in UK

100% owned by FGI Europe Investment Limited

FGI Australasia Pty Ltd
(“FGI AU”)

• An Australian company
• Incorporated on September 8, 2022
• Sales and distribution in Australia
• Dissolved in 2025

100% owned by FGI

Covered Bridge Cabinetry Manufacturing Co., Ltd
(“CBM”)

• A Cambodian company
• Incorporated on April 21, 2022
• Manufacturing in Cambodia

100% owned by FGI

Isla Porter LLC
(“Isla Porter”)

• A New Jersey company
• Formed on June 2, 2023
• Sales and distribution in the United States

60% owned by FGI Industries Inc.

FGI Industries India Private Limited
(“FGI India”)

• An Indian company
• Incorporated on June 11, 2024
• Sales and distribution in India

100% owned by FGI

10
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Note 2 — Summary of significant accounting policies

Liquidity

The Company's unaudited condensed consolidated financial statements have been prepared on a going concern basis, which assumes that the Company
will continue to operate in the normal course of business and will be able to realize its assets and discharge its liabilities as they become due. The Company has
incurred net loss of $1.1 million and net cash used in operating activities of $0.3 million for the three months ended March 31, 2026. As of March 31, 2026, the
Company had approximately $2.7 million in cash and had $13.1 million outstanding balance under its credit facilities, which were used primarily for working
capital purposes.

In response to the conditions, the Company implemented a number of actions, including:

• Execution of cost control initiatives across multiple operating departments, targeting to lower recurring operating expenses.

• Commercial launch and promotion of new product lines, including anti-overflow toilets, shower systems, and custom kitchen cabinetry, which have
begun generating increased revenue.

• Successful renewal of the Company’s credit facility with East West Bank, extending the maturity and maintaining access to committed financing.

As a result of these actions, the Company expects to improve its liquidity and reduce its cost structure. The Company’s management is of the opinion that
it has sufficient funds to meet the Company’s working capital requirements and debt obligations as they become due over the next twelve (12) months.

Basis of presentation

The unaudited condensed consolidated financial statements have been prepared in accordance with accounting principles generally accepted in the United
States of America (“U.S. GAAP”) and applicable rules and regulations of the Securities and Exchange Commissions (the “SEC”), regarding financial reporting,
and include all normal and recurring adjustments that management of the Company considers necessary for a fair presentation of its financial position and
operation results. Interim results are not necessarily indicative of results to be expected for any other interim period or for the full year.

Principles of consolidation

The unaudited condensed consolidated financial statements include the financial statements of the Company and its subsidiaries. All significant
intercompany transactions and balances between the Company and its subsidiaries are eliminated upon consolidation.

Subsidiaries are those entities which the Company, directly or indirectly, controls more than one half of the voting power; or has the power to govern the
financial and operating policies, to appoint or remove the majority of the members of the board of directors, or to cast a majority of votes at a meeting of
directors.

Use of estimates and assumptions

The preparation of unaudited condensed consolidated financial statements in conformity with U.S. GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosures of contingent assets and liabilities as of the date of the consolidated
financial statements and the reported amounts of revenue and expenses during the periods presented. Significant accounting estimates reflected in the
Company’s consolidated financial statements include the useful lives of property and equipment, allowance for credit losses, inventory reserve, accrued
defective return, provision for contingent liabilities, revenue recognition, deferred taxes and uncertain tax position. Actual results could differ from these
estimates.

Foreign currency translation and transaction

The functional currencies of the Company and its subsidiaries are the local currency of the country in which the subsidiaries operate, except for FGI
International, which is incorporated in Hong Kong and adopted the United States Dollar (“U.S. Dollar” or “USD”) as its functional currency. The reporting
currency of the Company is the U.S. Dollar.
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Assets and liabilities denominated in foreign currencies at the balance sheet date are translated at the applicable rates of exchange in effect at that date. The
equity denominated in the functional currencies is translated at the historical rates of exchange at the time of capital contributions. The results of operations and
the cash flows denominated in foreign currencies are translated at the average rates of exchange during the reporting period. Because cash flows are translated
based on the average translation rates, amounts related to assets and liabilities reported on the unaudited condensed consolidated statements of cash flows will
not necessarily agree with changes in the corresponding balances on the unaudited condensed consolidated balance sheets. Translation adjustments arising from
the use of different exchange rates from period to period are included as a separate component of accumulated other comprehensive income included in the
unaudited condensed consolidated statements of changes in shareholders’ equity. Transaction gains and losses arise from exchange rate fluctuations on
transactions denominated in a currency other than the functional currency in the unaudited condensed consolidated statements of operations and comprehensive
loss.

For the purpose of presenting the financial statements of subsidiaries using the Renminbi (“RMB”) as their functional currency, the Company’s assets and
liabilities are expressed in U.S. Dollars at the exchange rate on the balance sheet date, which was 6.9139 and 6.9835 as of March 31, 2026 and December 31,
2025, respectively; shareholders’ equity accounts are translated at historical rates, and income and expense items are translated at the average exchange rate
during the period.

For the purpose of presenting the financial statements of the subsidiary using the Canadian Dollar (“CAD”) as its functional currency, the Company’s
assets and liabilities are expressed in U.S. Dollars at the exchange rate on the balance sheet date, which was 1.3690 and 1.3690 as of March 31, 2026 and
December 31, 2025, respectively; shareholders’ equity accounts are translated at historical rates, and income and expense items are translated at the average
exchange rate during the period.

For the purpose of presenting the financial statements of the subsidiary using the Euro (“EUR”) as its functional currency, the Company’s assets and
liabilities are expressed in U.S. Dollars at the exchange rate on the balance sheet date, which was 0.8692 and 0.8500 as of March 31, 2026 and December 31,
2025, respectively; shareholders’ equity accounts are translated at historical rates, and income and expense items are translated at the average exchange rate
during the period.

For the purpose of presenting the financial statements of the subsidiary using the Indian Rupee (“INR”) as its functional currency, the Company’s assets
and liabilities are expressed in U.S. Dollars at the exchange rate on the balance sheet date, which was 93.8539 and 89.8354 as of March 31, 2026 and
December 31, 2025, respectively; shareholders’ equity accounts are translated at historical rates, and income and expense items are translated at the average
exchange rate during the period.

Reclassification

Certain amounts in the prior year have been reclassified to conform to the current period presentation. In particular, reclassifications were made within the
financing activities section of the unaudited condensed consolidated statements of cash flows, as well as within the income tax footnote, as required by ASU
2023-09. These reclassifications did not have any impact on the previously reported condensed consolidated balance sheets or the unaudited condensed
consolidated statements of operations and comprehensive loss.

Cash

Cash consists of cash on hand and demand deposits placed with banks or other financial institutions that have original maturities of three months or less.
The Company did not have any cash equivalents as of March 31, 2026 or December 31, 2025.

Accounts receivable, net

Accounts receivables include trade accounts due from customers. In establishing the required allowance for expected credit losses, management considers
historical collection experience, aging of the receivables, the economic environment, industry trend analysis, and the credit history and financial conditions of
the customers. Management reviews its receivables on a regular basis to determine if the expected credit losses are adequate and adjusts the allowance when
necessary. Delinquent account balances are written off against allowance for credit losses after management has determined that the likelihood of collection is
not probable.
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Inventories, net

Inventories are stated at the lower of cost and net realizable value. Cost consists of purchase price and related shipping and handling expenses, and is
determined using the weighted average cost method, based on individual products. The methods of determining inventory costs are used consistently from year
to year. The Company record reserves for slow-moving, excess, or obsolete inventory based on historical experience, current inventory levels, forecasted
demand, and market conditions. Management reviews this provision quarterly to assess whether, based on economic conditions, it is adequate. Inventory, net
consisted of finished goods as of March 31, 2026 and December 31, 2025.

Prepayments

Prepayments are cash deposited or advanced to suppliers for the purchase of goods or services that have not been received or provided. This amount is
refundable and bears no interest. Prepayments and deposits are classified as either current or non-current based on the terms of the respective agreements.
These advances are unsecured and are reviewed periodically to determine whether their carrying value has become impaired.

Property and equipment, net

Property and equipment are stated at cost net of accumulated depreciation and impairment. Depreciation is provided over the estimated useful lives of the
assets using the straight-line method from the time the assets are placed in service. Upon retirement or disposal, the cost and accumulated depreciation are
removed from the accounts and any gain or loss is included in the consolidated statements of operations and comprehensive loss. Maintenance and repair costs
are charged against earnings as incurred. Estimated useful lives are as follows:

Useful Life

Building 20 years
Leasehold Improvements Lesser of lease term and expected

useful life
Machinery and equipment 3 – 5 years
Furniture and fixtures 3 – 5 years
Vehicles 5 years
Molds 3 – 5 years

Intangible assets, net

The Company’s intangible assets with definite useful lives primarily consist of software acquired for internal use. The Company amortizes its intangible
assets with definite useful lives over their estimated useful lives and reviews these assets for impairment. The Company typically amortizes its intangible assets
with definite useful lives on a straight-line basis over the estimated useful lives of three to ten years.

Impairment for long-lived assets

Long-lived assets, including property and equipment and intangible assets with definite useful lives, are reviewed for impairment whenever material events
or changes in circumstances (such as a significant adverse change to market conditions that will impact the future use of the assets) indicate that the carrying
value of an asset group may not be recoverable. The Company assesses the recoverability of an asset group based on the undiscounted future cash flows the
asset group is expected to generate and recognize an impairment loss when estimated undiscounted future cash flows expected to result from the use of the
asset group plus net proceeds expected from disposition of the asset group, if any, are less than the carrying value of the asset group. If an impairment is
identified, the Company would reduce the carrying amount of the asset group to its estimated fair value based on a discounted cash flows approach or, when
available and appropriate, to comparable market values. As of March 31, 2026 and December 31, 2025, no impairment of long-lived assets was recognized.

Leases

The Company determines if an arrangement is a lease at inception. Operating leases are included in operating lease right-of-use assets, net (“ROU assets”),
operating lease liabilities — current and operating lease liabilities — noncurrent on the condensed consolidated balance sheets.
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ROU assets represent our right to use an underlying asset for the duration of the lease term while lease liabilities represent the Company’s obligation to
make lease payments in exchange for the right to use an underlying asset. ROU assets and lease liabilities are measured based on the present value of fixed
lease payments over the lease term at the commencement date. The ROU asset also includes any lease payments made prior to the commencement date and
initial direct costs incurred, and is reduced by any lease incentives received. The Company reviews its ROU assets as material events occur or circumstances
change that would indicate the carrying amount of the ROU assets are not recoverable and exceed their fair values. If the carrying amount of an ROU asset is
not recoverable from its undiscounted cash flows, then the Company would recognize an impairment loss for the difference between the carrying amount and
the current fair value.

As most of the Company’s leases do not provide an implicit rate, the Company generally uses its incremental borrowing rate on the commencement date of
the lease as the discount rate in determining the present value of future lease payments. The Company determines the incremental borrowing rate for each lease
by using the incremental borrowing rate based on the estimated rate of interest for collateralized borrowing over a similar term of the lease payments at
commencement date. The Company’s lease terms may include options to extend or terminate the lease when there are relevant economic incentives present that
make it reasonably certain that the Company will exercise that option. The Company accounts for any non- lease components separately from lease
components.

Lease expense for lease payments is recognized on a straight-line basis over the lease term.

Fair Value Measurement

The accounting standard regarding fair value of financial instruments and related fair value measurements defines financial instruments and requires
disclosure of the fair value of financial instruments held by the Company.

The accounting standards define fair value, establish a three-level valuation hierarchy for disclosures of fair value measurement and enhance disclosure
requirements for fair value measures. The three levels of the fair value hierarchy are as follows:

• Level 1 inputs to the valuation methodology are quoted prices (unadjusted) for identical assets or liabilities in active markets.

• Level 2 inputs to the valuation methodology include quoted prices for similar assets and liabilities in active markets, and inputs that are observable for
the assets or liability, either directly or indirectly, for substantially the full term of the financial instruments.

• Level 3 inputs to the valuation methodology are unobservable and significant to the fair value.

Financial instruments included in current assets and current liabilities are reported in the consolidated balance sheets at face value or cost, which
approximate fair value because of the short period of time between the origination of such instruments and their expected realization and their current market
rates of interest.

Reverse Share Split

On July 28, 2025, the Company filed an amendment (the “Amendment”) to the Company’s Amended and Restated Memorandum and Articles of
Association with the Registrar of Companies in the Cayman Islands to effect a 1-for-5 reverse share split (the “Reverse Share Split”) of the Company’s
ordinary shares, which was effected on July 31, 2025. Unless otherwise noted, the share and per share information in this Quarterly Report on Form 10-Q have
been adjusted to give effect to the Reverse Share Split.

Revenue recognition

The Company recognized revenue in accordance with Accounting Standards Codification (“ASC”) 606 – Revenue from Contracts with Customers.
Revenue is recognized when control of the promised goods or performance obligations for services is transferred to the Company’s customers, in an amount
that reflects the consideration the Company expects to be entitled to in exchange for the goods or services.

The Company generates revenue from sales of kitchen and bath products, and recognizes revenue as control of its products is transferred to its customers,
which is generally at the time of shipment or upon delivery based on the contractual terms with the Company’s customers. The Company’s customers’ payment
terms generally range from 15 to 60 days of fulfilling its performance obligations and recognizing revenue.
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The Company provides customer programs and incentive offerings, including co-operative marketing arrangements and volume-based incentives. These
customer programs and incentives are considered variable consideration. The Company includes in revenue variable consideration only to the extent that it is
probable that a significant reversal in the amount of cumulative revenue recognized will not occur when the variable consideration is resolved. This
determination is made based upon known customer program and incentive offerings at the time of sale, and expected sales volume forecasts as it relates to the
Company’s volume- based incentives. This determination is updated on a monthly basis.

Certain product sales include a right of return. The Company estimates future product returns at the time of sale based on historical experience and records
a corresponding reduction in accounts receivable.

The Company records receivables related to revenue when it has an unconditional right to invoice and receive payment.

The Company’s disaggregated revenue is summarized as follows:

For the Three Months Ended
March 31,

2026 2025
USD USD

Revenue by product line    
Sanitaryware $ 16,126,369  $ 20,159,852 
Bath Furniture 4,546,147  4,100,382 
Shower System 6,480,302  5,686,317 
Others 3,348,642  3,265,997 
Total $ 30,501,460  $ 33,212,548 

Total Revenue Total Assets
For the Three Months Ended

March 31,
As of

March 31,
As of

December 31,
2026 2025 2026 2025
USD USD USD USD

Revenue/ total assets by geographic location
United States $ 19,911,144  $ 21,168,372  $ 45,900,432  $ 46,087,727 
Canada 6,097,086  8,184,143  12,362,290  12,686,259 
Europe 3,582,073  3,104,994  1,857,621  2,393,191 
Rest of World 911,157  755,039  8,030,259  8,370,404 

Total $ 30,501,460  $ 33,212,548  $ 68,150,602  $ 69,537,581 

Shipping and Handling Costs

Shipping and handling costs are expensed as incurred and are included in selling and distribution expenses on the accompanying statement of operations
and comprehensive loss. For the three months ended March 31, 2026 and 2025, shipping and handling expense was $375,673 and $356,154, respectively.

Share-based compensation

The Company accounts for share-based compensation in accordance with ASC 718, Compensation — Stock Compensation (“ASC 718”). In accordance
with ASC 718, the Company determines whether an award should be classified and accounted for as a liability award or an equity award. All the Company’s
share-based awards were classified as equity awards and are recognized in the consolidated financial statements based on their grant date fair values.

The Company has elected to recognize share-based compensation using the straight-line method for all share-based awards granted over the requisite
service period, which is the vesting period. The Company accounts for forfeitures as they occur in accordance with ASC 718. The Company determines the fair
value of the stock options granted to employees. The Black Scholes Model is applied in determining the estimated fair value of the options granted to
employees and non-employees. The Company recognized share-based compensation of $(116,394) and $76,306 for the three months ended
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March 31, 2026 and 2025, respectively. Share-based compensation expense was reversed as the performance conditions for certain performance-based awards
were not achieved.

Income Taxes

Deferred taxes are recognized based on the future tax consequences of the differences between the carrying value of assets and liabilities and their
respective tax bases. The future realization of deferred tax assets depends on the existence of sufficient taxable income in future periods. Possible sources of
taxable income include taxable income in carryback periods, the future reversal of existing taxable temporary differences recorded as a deferred tax liability,
tax-planning strategies that generate future income or gains in excess of anticipated losses in the carryforward period and projected future taxable income.

If, based upon all available evidence, both positive and negative, it is more likely than not (i.e., more than 50 percent likely) that such deferred tax assets
will not be realized, a valuation allowance is recorded. Significant weight is given to positive and negative evidence that is objectively verifiable. A company’s
three-year cumulative loss position is significant negative evidence in considering whether deferred tax assets are realizable, and the accounting guidance
restricts the amount of reliance we can place on projected taxable income to support the recovery of the deferred tax assets.

The current accounting guidance allows the recognition of only those income tax positions that have a greater than 50 percent likelihood of being sustained
upon examination by the taxing authorities. The Company believes that there is an increased potential for volatility in its effective tax rate because this
threshold allows for changes in the income tax environment and, to a greater extent, the inherent complexities of income tax law in a substantial number of
jurisdictions, which may affect the computation of its liability for uncertain tax positions.

The Company records interest and penalties on its uncertain tax positions in income tax expense.

As of March 31, 2026, the tax years ended December 31, 2022 through December 31, 2024 for FGI Industries remain open for statutory examination by
tax authority.

The Company records the tax effects of Foreign Derived Intangible Income (FDII) and Global Intangible Low-Taxed Income (GILTI) related to our
foreign operations as a component of income tax expense in the period in which the tax arises.

Non-controlling interests

The Company’s non-controlling interests represent the minority shareholders’ ownership interests related to the Company’s subsidiary, including 40% in
Isla Porter LLC. The non-controlling interests are presented in the unaudited consolidated balance sheets, separate from equity attributable to the shareholders
of the Company. Non-controlling interests in the results of operations of the Company are presented on the unaudited condensed consolidated statements of
operations and comprehensive loss as allocations of the net income or loss for the period between non-controlling shareholders and the shareholders of the
Company.

Comprehensive income (loss)

Comprehensive income (loss) consists of two components: net income and other comprehensive income. Other comprehensive income (loss) refers to
revenue, expenses, gains and losses that under U.S. GAAP are recorded as an element of equity but are excluded from net income. Other comprehensive
income consists of a foreign currency translation adjustment resulting from the Company not using the U.S. Dollar as its functional currencies.

Earnings (loss) per share

The Company computes earnings (loss) per share (“EPS”) in accordance with ASC 260 – Earnings per Share (“ASC 260”). ASC 260 requires companies
to present basic and diluted EPS. Basic EPS is measured as net income divided by the weighted average ordinary shares outstanding for the period. Diluted
EPS presents the dilutive effect on a per share basis of the potential ordinary shares (e.g., convertible securities, options and warrants) as if they had been
converted at the beginning of the periods presented, or issuance date, if later. Potential ordinary shares that have an anti-dilutive effect (i.e., those that increase
income per share or decrease loss per share) are excluded from the calculation of diluted EPS.
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The following table sets forth the computation of basic and diluted earnings per share for the three months ended March 31, 2026 and 2025:

For the Three Months Ended
March 31,

2026 2025
USD   USD

Numerator:
Net loss attributable to FGI Industries Ltd. shareholders $ (969,405) $ (629,092)

Denominator:    
Weighted-average number of ordinary shares outstanding — basic 1,920,619 1,915,797
Potentially dilutive shares from outstanding options/warrants — —
Weighted-average number of ordinary shares outstanding — diluted 1,920,619 1,915,797

Loss per share — basic $ (0.50) $ (0.33)

Loss per share — diluted $ (0.50) $ (0.33)

Segment reporting

ASC 280, “Segment Reporting”, establishes standards for reporting information about operating segments on a basis consistent with the Company’s
internal organizational structure as well as information about geographical areas, business segments and major customers in financial statements for detailing
the Company’s business segments.

Recently adopted accounting standards

In July 2025, the FASB released ASU 2025-05, "Financial Instruments – Credit Losses (Topic 326): Measurement of Credit Losses for Accounts
Receivable and Contract Assets." This update introduces a practical expedient permitting entities to assume that the economic conditions existing at the balance
sheet date will remain unchanged throughout the remaining life of the asset when calculating expected credit losses for current accounts receivable and contract
assets. The Company adopted the new guidance prospectively for the quarter ended March 31, 2026 which permits assuming that current conditions as of the
balance sheet date will remain unchanged for the remaining life of the asset when estimating expected credit losses. Accordingly, the Company’s estimate of
expected credit losses for current accounts receivable is based on the delinquency status of those uncollected balances as of March 31, 2026. The Company
calculates the expected credit loss rate by applying the historical loss rate. The adoption of this ASU did not have a significant impact on its financial position
or results of operations.

Recently issued accounting standards

In November 2024, the FASB issued ASU 2024-03, “Income Statement – Reporting Comprehensive Income – Expense Disaggregation Disclosures
(Subtopic 220-40): Disaggregation of Income Statement Expenses,” which requires additional disclosure of the nature of expenses included in the income
statement. ASU 2024-03 is effective on a prospective or retrospective basis for annual periods beginning after December 15, 2026, and interim periods within
those annual periods beginning after December 15, 2027. Early adoption is permitted. The Company plans to adopt this ASU for its annual period beginning
January 1, 2027 and will modify the Company’s disclosures, but is not expected to have an impact on its financial position or results of operations.

The Company considers the applicability and impact of all ASUs. ASUs not listed above were assessed and determined not to be applicable.
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Note 3 — Accounts receivable, net

Accounts receivable, net consisted of the following:

As of
March 31, 2026

As of
December 31, 2025

USD   USD

Accounts receivable $ 15,206,159  $ 15,058,692 
Allowance for credit losses (208,840) (203,611)
Accrued defective return and discount (1,355,449) (1,007,319)
Accounts receivable, net $ 13,641,870  $ 13,847,762 

Movements of allowance for credit losses are as follows:

For the Three Months
Ended

March 31,

For the Three Months
Ended

March 31,
2026 2025
USD   USD

Beginning balance $ 203,611  $ 191,821 
Provision 10,296  1,899 
Write-off (5,067) (9,696)
Ending balance $ 208,840  $ 184,024 

Movements of accrued defective return and discount accounts are as follows:

For the Three Months
Ended

March 31,

For the Three Months
Ended

March 31,
2026 2025
USD   USD

Beginning balance $ 1,007,319  $ 1,001,927 
Provision 348,130  123,538 
Ending balance $ 1,355,449  $ 1,125,465 

Note 4 — Prepayments and other current assets

Prepayments and other assets consisted of the following:

As of
March 31, 2026

As of
December 31, 2025

USD USD

Prepayments $ 2,308,298  $ 1,927,401 
Others 1,439,414  1,300,858 
Total prepayments and other current assets $ 3,747,712  $ 3,228,259 
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Note 5 — Property and equipment, net

Property and equipment, net consist of the following:

As of
March 31, 2026

As of
December 31, 2025

USD USD

Building $ 946,066  $ 946,066 
Leasehold Improvements 2,396,142  2,387,353 
Machinery and equipment 4,019,127  3,954,055 
Furniture and fixtures 281,498  281,498 
Vehicles 147,912  147,912 
Molds 26,377  26,377 
Subtotal 7,817,122  7,743,261 
Less: accumulated depreciation (4,066,100) (3,889,397)
Total $ 3,751,022  $ 3,853,864 

Depreciation expenses amounted to $177,128 and $147,287 for the three months ended March 31, 2026 and 2025, respectively. Depreciation expenses
were included in general and administrative expenses on the unaudited condensed consolidated statements of operations and comprehensive loss.

Note 6 — Intangible assets, net

Intangible assets, net consist of the following:

Weighted average
amortization period

(years)
As of

March 31, 2026
As of

December 31, 2025
USD USD

Software 9.7 $ 2,089,909  $ 2,089,909 
Accumulated amortization (413,161) (356,293)
Intangible assets, net $ 1,676,748  $ 1,733,616 

Amortization expenses for the three months ended March 31, 2026 and 2025 amounted to $56,868 and $51,731, respectively, which were included in
general and administrative expenses on the consolidated statements of operations and comprehensive loss.

As of March 31, 2026, future amortization was as follows:

For the 12 months ending March 31,
2027 $ 227,470 
2028 225,270 
2029 201,071 
2030 201,071 
2031 201,071 
Thereafter 620,795 
Total future amortization $ 1,676,748 
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Note 7 — Leases

The Company has operating leases primarily for corporate offices, warehouses and showrooms. For the three months ended March 31, 2026 and 2025,
total lease expenses were $633,790 and $670,615, respectively.

The table below presents the operating lease related assets and liabilities recorded on the Company’s consolidated balance sheets:

As of
March 31, 2026

As of
December 31, 2025

USD   USD

Operating lease right-of-use assets $ 10,569,629  $ 11,031,892 

Operating lease liabilities – current $ 1,725,768  $ 1,700,936 
Operating lease liabilities – noncurrent 9,579,585  10,012,616 
Total operating lease liabilities $ 11,305,353  $ 11,713,552 

Information relating to the lease term and discount rate are as follows:

As of
March 31, 2026

As of
December 31, 2025

Weighted-average remaining lease term    
Operating leases 8.1 years 8.5 years

Weighted-average discount rate    
Operating leases 5.9% 5.9%

As of March 31, 2026, the maturities of operating lease liabilities were as follows:

For the 12 months ending March 31,
2027 $ 2,347,181 
2028 2,389,888 
2029 2,456,153 
2030 1,239,677 
2031 1,196,434 
Thereafter 4,421,736 
Total lease payments 14,051,069 
Less: imputed interest (2,745,716)
Present value of lease liabilities $ 11,305,353 

Note 8 — Short-term loans

East West Bank Credit Facility

The Company's wholly-owned subsidiary, FGI Industries, has a line of credit agreement (the “Credit Agreement”) with East West Bank, which is
collateralized by all assets of FGI Industries and real property owned by Mr. Liang Chou Chen, who holds approximately 49.91% of the voting control of
Foremost, and guaranteed by certain affiliates, Mr. Chen and Ms. Han Ping Chen. The current amount of maximum borrowings is $18,000,000 and the maturity
date is April 17, 2027. This is an assets-based line of credit, the borrowing limit is calculated based on certain percentage of accounts receivable and inventory
balances.

The Credit Agreement contains financial covenants that require FGI Industries to maintain aggregate year to date EBITDA figures (defined as earnings
before interest, taxes, depreciation and amortization) on a consolidated and
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unconsolidated basis, tested monthly, of up to $1.6 million and $1.4 million, respectively, as well as maintain certain limits on intercompany loans and affiliate
transactions. As of March 31, 2026, FGI Industries was in compliance with these financial covenants.

The loan bears interest at a variable rate based on the Prime Rate (as quoted by the Wall Street Journal) plus a margin between 0% and 1.5% based on the
Company’s trailing twelve month EBITDA (subject to a minimum rate of 4.500% per annum).

Each sum of borrowings under the Credit Agreement is classified as a short-term loan. The outstanding balance of such loan was $9.2 million and
$8.1 million as of March 31, 2026, and December 31, 2025, respectively.

RBC Bank Loan / Foreign Exchange Facility

FGI Canada has a line of credit agreement with Royal Bank of Canada (“RBC”), successor by amalgamation of HSBC Canada (the “Canadian Revolver”).
The revolving line of credit with RBC allows for borrowing up to CAD7.5 million (USD5.5 million as of March 31, 2026). This is an assets-based line of
credit, the borrowing limit is calculated based on certain percentage of accounts receivable and inventory balances. Pursuant to the Canadian Revolver, FGI
Canada is required to maintain (a) a debt to tangible net worth ratio of no more than 3.00 to 1.00; and (b) a ratio of current assets to current liabilities of at least
1.25 to 1.00. The loan bears interest at a rate of Prime rate plus 0.50%. As of March 31, 2026, FGI Canada was in compliance with these financial covenants.

Borrowings under this line of credit amounted to $2.3 million and $1.7 million as of March 31, 2026, and December 31, 2025, respectively. The facility
matures at the discretion of RBC upon 60 days’ notice.

FGI Canada also has a revolving foreign exchange facility with RBC of up to a permitted maximum of USD3.0 million. The advances are available to
purchase foreign exchange forward contracts from time to time up to six months, subject to an overall maximum aggregate USD Equivalent outstanding face
value not exceeding USD3.0 million.

CTBC Credit Facility

On January 25, 2024, FGI International entered into an omnibus credit line (the “CTBC Credit Line”) with CTBC Bank Co., Ltd. (“CTBC”). Under the
CTBC Credit Line, FGI International may borrow, from time to time, up to $2.5 million, with borrowings limited to 90% of FGI International’s export “open
account” trade receivables. The CTBC Credit Line will bear interest at a rate of “Base Rate”, which is based on monthly or quarterly Taipei Interbank Offered
Rate in effect from time to time, plus 120 base points and handling fees, unless otherwise agreed to by the parties. The CTBC Credit Line is unsecured and is
fully guaranteed by the Company and partially guaranteed by Mr. Liang Chou Chen. Borrowings under this line of credit amounted to $1.6 million and
$2.1 million as of March 31, 2026 and December 31, 2025, respectively.

Weighted average interest rate for the aforementioned credit facilities was 7.40% and 6.23% as of March 31, 2026 and December 31, 2025, respectively.

Note 9 — Shareholders’ Equity

FGI was incorporated in the Cayman Islands on May 26, 2021. The Company’s authorized share capital was $21,000 divided into (i) 200,000,000
Ordinary Shares of par value of $0.0001 each, and (ii) 10,000,000 Preference Shares of par value of $0.0001 each.

On July 28, 2025, the Company filed an amendment (the “Amendment”) to the Company’s Amended and Restated Memorandum and Articles of
Association with the Registrar of Companies in the Cayman Islands to effect a 1-for-5 reverse share split (the “Reverse Share Split”) of the Company’s
ordinary shares, par value $0.0001 per share (“Ordinary Shares”). Pursuant to the Amendment, effective as of 12:01 a.m., Eastern Time, on July 31, 2025 (the
“Effective Time”), every 5 Ordinary Shares issued and outstanding was automatically combined into one Ordinary Share. As a result of the Reverse Share
Split, the number of authorized Ordinary Shares was decreased to 40 million and the par value of the Company’s Ordinary Shares went from $0.0001 per share
to $0.0005 per share. The Reverse Share Split affected all record holders of the Ordinary Shares uniformly and did not affect any record holder’s percentage
ownership interest in the Company, except for de minimis changes as a result of the elimination of fractional shares.

Proportional adjustments were made to the number of Ordinary Shares issuable upon the exercise, conversion or
vesting of the Company’s equity awards and warrants, as well as the applicable exercise price.
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As of the date of this report, equity-classified warrants exercisable for 575,000 shares were issued and outstanding; and none of the warrants have been
exercised.

Note 10 — Share-based compensation

2021 Equity Plan and Employee Stock Purchase Plan

On October 7, 2021, the board of directors adopted the 2021 Equity Incentive Plan (the “2021 Equity Plan”). The 2021 Equity Plan permits the grant of
equity and equity-based incentive awards, including non-qualified stock options, incentive stock options, stock appreciation rights, restricted stock awards,
stock unit awards and other stock-based awards. The purpose of the 2021 Equity Plan is to attract and retain the best available personnel for positions of
responsibility within the Company, to provide additional incentives to them to align their interests with those of the Company’s shareholders and to thereby
promote the Company’s long-term business success.

On October 7, 2021, the board approved the adoption of the FGI Industries Ltd. Employee Stock Purchase Plan (the “ESPP”). The ESPP was approved by
the Company’s shareholders on October 7, 2021, and became effective on the effective date of the Company’s consummation of the IPO of its ordinary shares.
The ESPP offers eligible employees the opportunity to acquire a stock ownership interest in the Company through periodic payroll deductions that will be
applied towards the purchase of ordinary shares at a discount from the then-current market price. As of March 31, 2026, no shares were issued under the ESPP.

The board set the maximum aggregate number of ordinary shares reserved and available pursuant to the 2021 Equity Plan at 300,000 shares. The number
of ordinary shares reserved for issuance under our 2021 Equity Plan will automatically increase on the first day of each year, commencing on January 1, 2022
and ending on (and including) January 1, 2031, in an amount equal to the lesser of (a) 4.5% of the total number of ordinary shares outstanding on December 31
of the immediately preceding calendar year, (b) 120,000 ordinary shares, or (c) such lesser number of shares as determined by the Board. The Equity Plan
became effective on September 28, 2021.

The Company believes the option or restricted share unit ("RSU") awards granted contain an explicit service condition and/or performance condition.
Performance conditions are generally tied to a long-term return on invested capital ("ROIC"), or a combination of multiple short-term financial metrics such as
revenue, adjusted net income and ROIC. Under ASC 718-10-55-76, if the vesting (or exercisability) of an award is based on the satisfaction of both a service
and performance condition, the entity must initially determine which outcomes are probable and recognize the compensation cost over the longer of the explicit
or implicit service period.

The following table summarizes the Company's share option and RSU activity for the three months ended March 31, 2026:

Share Options RSUs

Number of
Options

Weighted
Average
Exercise

Price

Weighted
Average

Grant Date
Fair

Value

Weighted
Average

Remaining
Contractual

Term

Average
Intrinsic

Value Number of RSUs

Weighted
Average

Grant Date
Fair

Value
USD USD Years USD USD

Beginning of period 336,996 $ 6.32  $ 3.72  272,234 $ 8.34 
Granted — —
Canceled (174,649) $ 4.05  $ 2.93  (22,796) $ 10.40 
Exercised or released — (6,583) $ 4.05 
End of period 162,347 $ 8.76  $ 4.56  7.23 $ 42,863  242,855 $ 8.38 
Vested and exercisable 114,742 $ 10.85  $ 5.45  6.62 $ — 

For the three months ended March 31, 2026 and 2025, the total fair value of options awarded was $0 and $511,200, respectively.

The aggregate intrinsic value in the table above represents the difference between the exercise price of the awards and the fair value of the underlying
Ordinary Shares at each reporting date, for those awards that had exercise price below the estimated fair value of the relevant Ordinary Shares.
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Fair value of options

The Company used the Black-Scholes simplified method for the three months ended March 31, 2026 and 2025. The assumptions used to value the options
granted to employees were as follows:

March 2025

Risk-free interest rate (%) 4.05 
Expected volatility range (%) 82.15 
Fair market value per ordinary share as at grant dates $ 4.05 

The table above gives retroactive effect to the Reverse Share Split of the Preference Shares and Ordinary Shares at a ratio of 1-for-5 that became effective
July 31, 2025. See Note 9 “Shareholders' Equity” for details.

The risk-free interest rate for periods within the contractual life of the options is based on the U.S. Treasury yield curve in effect at the time of grant for a
term consistent with the contractual term of the awards. Expected volatility is estimated based on the volatility of ordinary shares of the Company. The
expected exercise multiple is based on management’s estimation, which the Company believes is representative of the future.

The Company has elected to recognize share-based compensation expense using a straight-line method for all the employee equity awards granted with
graded vesting based on service conditions, provided that the amount of compensation cost recognized at any date is at least equal to the portion of the grant
date fair value of the equity awards that are vested at that date.

The following table sets forth the amount of share-based compensation expense included in each of the relevant financial statement line items:

For the Three Months Ended
March 31,

2026 2025
USD USD

Selling and distribution expenses $ 17,568  $ 29,754 
General and administrative expenses (133,962) 46,552 

Total share-based compensation expenses $ (116,394) $ 76,306 

As of March 31, 2026, there was $139,885 in total unrecognized employee share-based compensation expense related to unvested options and RSUs,
which may be adjusted for forfeitures occurring in the future. Total unrecognized compensation cost may be recognized over a weighted-average period of 1.69
years.
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Note 11 — Income taxes

The source of pre-tax income and the components of income tax expense are as follows:

For the Three Months Ended
March 31,

2026 2025
USD USD

Income components
United States $ (847,719) $ (1,818,919)
Outside United States (270,768) 263,832 

Total pre-tax loss $ (1,118,487) $ (1,555,087)

Provision for (benefit of) income taxes    
Current    
Federal $ —  $ — 
State —  2,088 
Foreign 24,857  17,080 

24,857  19,168 
Deferred    
Federal —  (608,145)
State —  (150,553)
Foreign (179) — 

(179) (758,698)
Total provision for (benefit of) income taxes $ 24,678  $ (739,530)

Reconciliations between taxes at the U.S. federal income tax rate and taxes at the Company’s effective income tax rate on earnings before income taxes are
as follows:

For the Three Months Ended
March 31,

2026 2025
USD % USD %

Income tax expense at Federal statutory tax rate $ (234,882) 21.0  $ (326,568) 21.0 
Increase (decrease) in tax rate resulting from:
State and local income taxes, net of federal benefit 22,213  (2.0) (117,287) 7.5 
Foreign tax effects (statutory rate differential)

Hong Kong 58,062  (5.2) 19,622  (1.3)
Canada 27,390  (2.4) 3,320  (0.2)
Cayman Islands (17,059) 1.5  55,003  (3.5)
Cambodia (13,335) 1.2  (72,348) 4.7 
Other 26,481  (2.4) (42,798) 2.8 

Nontaxable or nondeductible items 12,425  (1.1) 7,959  (0.5)
Valuation allowance 143,277  (12.8) —  — 
Other adjustments 106  —  (266,433) 17.2 

Income tax expense $ 24,678  (2.2) $ (739,530) 47.7 

(1) The states that contribute to the majority (greater than 50%) of the tax effect in this category include California and New Jersey for the three months ended
March 31, 2026 and 2025.

(2) For the three months ended March 31, 2025, other adjustments included right-of-use asset movements.

(1)

(2)
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Income taxes paid by jurisdiction were as follows:

For the Three Months Ended
March 31,

2026 2025
USD USD

Federal $ —  $ — 
State 375  625 
Foreign
Cambodia 11,667  — 
Germany (7,725) — 
Other 452  225 

Total cash paid for income taxes, net of refunds received $ 4,769  $ 850 

The following is a summary of the components of the net deferred tax assets and liabilities recognized in the consolidated balance sheets:

As of
March 31, 2026

As of
December 31, 2025

USD USD

Deferred tax assets    
Allowance for credit losses $ 48,066  $ 46,824 
Other reserve 138,103  157,620 
Accrued expenses 157,068  149,705 
Lease liability 1,063,602  1,131,158 
Charitable contributions 923  923 
Business interest limitation 927,785  927,728 
Net operating loss – federal 2,475,315  2,257,513 
Net operating loss – state 648,418  573,279 
Other 211,330  211,125 

Total deferred tax assets 5,670,610  5,455,875 
Less: valuation allowance (4,294,339) (4,013,288)
Net deferred tax assets 1,376,271  1,442,587 
Deferred tax liabilities    
Fixed assets 1,050,766  1,140,919 
Intangibles 113,745  90,087 

Total deferred tax liabilities 1,164,511  1,231,006 
Deferred tax assets, net of deferred tax liabilities $ 211,760  $ 211,581 

The deferred tax assets related to the Company’s net operating losses of $22,126,619 (federal $11,787,208 and states $10,339,411) and $21,770,284
(federal $12,171,811 and states $9,598,473) as of March 31, 2026 and December 31, 2025, respectively. The federal net operating losses have no expiration
date. The states net operating losses have either 20 years or no expiration date. The Company had no material unrecognized tax benefits at March 31, 2026 or
December 31, 2025. The Company has not taken any tax positions for which it is reasonably possible that unrecognized tax benefits will significantly increase
within the next 12 months.

On July 4, 2025, President Trump signed into law the legislation commonly referred to as the One Big Beautiful Bill Act (“OBBBA”). The OBBBA
includes various provisions, such as the permanent extension of certain expiring provisions of the Tax Cuts and Jobs Act, modifications to the international tax
framework and the restoration of favorable tax treatment for certain business provisions. The OBBBA legislation did not have a material impact on our
effective tax rate, deferred tax position, or results of operations in 2025.
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Note 12 — Related party transactions and balances

Sales to a related party

Name of Related Party Relationship
Nature of

Transactions

For the Three Months Ended
March 31,

2026 2025
USD USD

Foremost Worldwide Co., Ltd. An entity under
common control

Sales $ 911,157  $ 735,560 

$ 911,157  $ 735,560 

Purchases from related parties

Name of Related Party Relationship
Nature of

Transactions

For the Three Months Ended
March 31,

2026 2025
USD USD

Focal Capital Holding Limited An entity under
common control

Purchases $ 1,300,986  $ 1,502,734 

Foremost Worldwide Co., Ltd. An entity under
common control

Purchases 955,403  1,344,110 

Rizhao Foremost Woodwork Manufacturing Co., Ltd. An entity under
common control

Purchases 42,288  149,622 

$ 2,298,677  $ 2,996,466 
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The ending balances of such transactions as of March 31, 2026 and December 31, 2025 are listed of the following:

Prepayments, other receivables and payables — related parties

Name of Related Party Relationship
Nature of

Transactions

As of
March 31,

2026

As of
December 31,

2025

USD USD

Focal Capital Holding Limited An entity under common
control

Purchases $ 2,817,069  $ 4,118,054 

Foremost Worldwide Co., Ltd. An entity under common
control

Purchases 11,204,269  9,978,936 

Foremost Home Inc. (“FHI”) An entity under common
control

Shared services and
Miscellaneous expenses

2,705,909  3,621,746 

Foremost Worldwide Co., Ltd. An entity under common
control

Shared services and
Miscellaneous expenses

(68,608) (370,368)

Focal Capital Holding Limited An entity under common
control

Miscellaneous expenses 250  — 

F.P.Z. Furniture (Cambodia) Co., Ltd. An entity under common
control

Miscellaneous expenses —  (73,509)

$ 16,658,889  $ 17,274,859 

Accounts Payables — related parties

Name of Related Party

As of
March 31,

2026

As of
December 31,

2025
USD USD

Rizhao Foremost Woodwork Manufacturing Co., Ltd. $ 40,144  $ 49,855 
$ 40,144  $ 49,855 

Shared Service and Miscellaneous expenses – related party

FGI Industries is party to the FHI Shared Services Agreement with FHI. Total amounts provided to FHI under the FHI Share Services Agreement were
$144,805 and $170,963 for the three months ended March 31, 2026 and 2025, respectively, which were booked under selling and distribution expenses and
general and administration expenses.

FGI is party to the Worldwide Shared Services Agreement with Foremost Worldwide. Total amounts provided from Foremost Worldwide under the
Worldwide Shared Services Agreement were $74,609 and $60,696 for the three months ended March 31, 2026 and 2025, respectively.

Loan guarantee by a related party

Liang Chou Chen holds approximately 49.91% of the voting control of Foremost, the Company’s majority shareholder, is a guarantor of the loans under
the CTBC Credit Line and, together with his wife, Ms. Han Ping Chen, is a guarantor under the Credit Agreement. See Note 8 for details.

Note 13 — Concentrations of risks

Credit risk

Financial instruments that potentially subject the Company to significant concentrations of credit risk consist primarily of cash. The Federal Deposit
Insurance Corporation pays compensation up to a limit of USD250,000 if the bank with
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which a depositor holds its eligible deposit fails. As of March 31, 2026, a cash balance of USD1,753,882 was maintained at financial institutions in the United
States, of which USD1,248,867 was subject to credit risk. The Taiwan Central Deposit Insurance Corporation pays compensation up to a limit of
TWD3,000,000 (approximately USD93,779) if the bank with which an individual/a company holds its eligible deposit fails. As of March 31, 2026, an
aggregated cash balance of USD368,616 was maintained at financial institutions in Taiwan, of which USD114,612 was subject to credit risk. The China
Deposit Insurance Corporation pays compensation up to a limit of CNY500,000(approximately USD72,318) if the bank with which a depositor holds its
eligible deposit fails. As of March 31, 2026, a cash balance of CNY594,919(USD86,047)was maintained at financial institutions in China, of which
CNY87,338 (USD12,632) was subject to credit risk. As of March 31, 2026, cash balance of USD186,204 was maintained at financial institutions in Kingdom
of Cambodia, all of which was subject to credit risk. The European Banking Authority pays compensation up to a limit of EUR100,000 (approximately
USD115,048) if the bank with which an individual/a company holds its eligible deposit fails. As of March 31, 2026, cash balance of EUR220,897
(USD254,138) was maintained at financial institutions in Europe, of which EUR99,338 (USD114,287) was subject to credit risk. While management believes
that these financial institutions are of high credit quality, it also continually monitors their credit worthiness.

The Company is also exposed to risk from its accounts receivable and other receivables. These assets are subjected to credit evaluations. An allowance has
been made for estimated unrecoverable amounts which have been determined by reference to past default experience and the current economic environment.

Customer concentration risk

For the three months ended March 31, 2026, three customers accounted for 14.7%, 14.5% and 12.1% of the Company’s total revenue, respectively. For the
three months ended March 31, 2025, three customers accounted for 17.7%, 14.4% and 10.8% of the Company’s total revenue, respectively. No other customer
accounted for more than 10% of the Company’s revenue for the three months ended March 31, 2026 and 2025.

As of March 31, 2026, three customers accounted for 26.0%, 13.5% and 10.3% of the total balance of accounts receivable, respectively. As of
December 31, 2025, four customers accounted for 21.1%, 15.3%, 13.8% and 11.8% of the total balance of accounts receivable, respectively. No other customer
accounted for more than 10% of the Company’s accounts receivable as of March 31, 2026 and December 31, 2025.

Vendor concentration risk

For the three months ended March 31, 2026, Tangshan Huida Ceramic Group Co., Ltd (“Huida”) accounted for 47.4% of the Company’s total purchases,
respectively. For the three months ended March 31, 2025, Huida accounted for 61.6% of the Company’s total purchases, respectively. No other supplier
accounted for more than 10% of the Company’s total purchases for the three months ended March 31, 2026 and 2025.

As of March 31, 2026, Huida accounted for 79.5% of the total balance of accounts payable. As of December 31, 2025, Huida accounted for 83.3% of the
total balance of accounts payable. No other supplier accounted for more than 10% of the Company’s accounts payable as of March 31, 2026 and December 31,
2025.

Note 14 — Commitments and contingencies

Litigation

From time to time, the Company is involved in legal and regulatory proceedings that are incidental to the operation of its businesses. These proceedings
may seek remedies relating to matters including environmental, tax, intellectual property, acquisitions or divestitures, product liability, property damage,
personal injury, privacy, employment, labor and pension, government contract issues and commercial or contractual disputes. Although the ultimate outcome of
any legal matter cannot be predicted with certainty, based on present information, including management’s assessment of the merits of the particular claims, the
Company does not believe it is reasonably possible that any asserted or unasserted legal claims or proceedings, individually or in aggregate, will have a
material adverse effect on its results of operations or financial condition.

Note 15 — Segment information

The Company follows ASC 280, “Segment Reporting” and adopted ASU 2023-07, “Segment Reporting (Topic 280): Improvements to Reportable
Segment Disclosures”. The Company has one reporting segment. The Company’s chief operating decision maker has been identified as the chief executive
officer, who reviews consolidated results when making
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decisions about allocating resources and assessing performance of the Company, and hence the Company has only one reportable segment which derives its
revenue from the supply of bath and kitchen products.

The accounting policies of the kitchen and bath segment are the same as those described in the summary of significant accounting policies. The measure of
segment net income (loss) is reported on the consolidated statements of operations and comprehensive (loss) income as net income (loss). The measure of
segment total assets is reported on the consolidated balance sheets as total assets.

The Company's segment revenue, segment expenses, segment net income (loss), and a reconciliation of the total reportable segment's net income (loss) to
the consolidated net income (loss) are as follows:

Kitchen and Bath Segment
For the Three Months Ended

March 31,

2026 2025
USD USD

Revenue $ 30,501,460  $ 33,212,548 
Less:

Cost of revenue 22,340,769  24,312,290 
Selling and distribution expenses 6,215,257  7,163,178 
General and administrative expenses 2,354,233  2,701,213 
Research and development expenses 282,610  316,726 
Other segment items 427,078  274,228 
Provision for (benefit of) income taxes 24,678  (739,530)

Segment net loss (1,143,165) (815,557)

Reconciliation of profit or loss
Adjustments and reconciling items —  — 

Consolidated net loss $ (1,143,165) $ (815,557)

(1) Other segment items included interest income, interest expense and non-recurring other income and expenses.

(1)
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Item 2.   Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The disclosures in this Quarterly Report on Form 10-Q are complementary to those made in our Annual Report on Form 10-K filed with the Securities and
Exchange Commission on April 10, 2026 (the “2025 Form 10-K”). You should read the following discussion and analysis of our financial condition and results
of operations together with our financial statements and related notes appearing in this Quarterly Report on Form 10-Q as well as our audited financial
statements, notes thereto and Management’s Discussion and Analysis of Financial Condition and Results of Operations included in our 2025 Form 10-K. Some
of the information contained in this discussion and analysis or set forth elsewhere in this Quarterly Report on Form 10-Q, including information with respect
to our plans and strategy for our business and related financing, includes forward-looking statements that involve risks and uncertainties. As a result of many
factors, including those factors set forth in the “Risk Factors” section of this Quarterly Report on Form 10-Q and of our 2025 Form 10-K, our actual results
could differ materially from the results described in or implied by the forward-looking statements contained in the following discussion and analysis. All
amounts in Management’s Discussion and Analysis of Financial Condition and Results of Operations are approximate.

Overview

FGI is a global supplier of kitchen and bath products. Over the course of 30 years, we have built an industry-wide reputation for product innovation,
quality, and excellent customer service. We are currently focused on the following product categories: sanitaryware (primarily toilets, sinks, pedestals and toilet
seats), bath furniture (vanities, mirrors and cabinets), shower systems, custom kitchen cabinetry and other accessory items. These products are sold primarily
for R&R activity and, to a lesser extent, new home or commercial construction. We sell our products through numerous partners, including mass retail centers,
wholesale and commercial distributors, online retailers and specialty stores.

Consistent with our long-term strategic plan, we expect to continue to make significant investments across our business in order to continue to attract new
customers, expand existing relationships, develop new products and manufacturing capabilities and expand into new jurisdictions, thereby prioritizing long-
term growth over short-term profitability. We intend to drive long-term value creation for our shareholders through a balanced focus on product innovation,
organic growth, and efficient capital deployment. The following initiatives represent key strategic priorities for us:

• Commitment to product innovation. We have a history of being an innovator in the kitchen and bath markets and developing “on-trend” products
and bringing them to market ahead of the competition. We have developed deep marketing skills, leading design capabilities, and product
development expertise. A recent example of our innovative product development includes the Jetcoat  shower wall systems, which offer a stylized
design option without the fuss of messy grout. We expect to continue to invest in research and development to drive product innovation throughout
2026.

• “BPC” (Brands, Products, Channels) strategy to drive above-market organic growth. We have continued to invest in our BPC strategy despite
the market challenges, which is expected to drive improved organic growth in the longer term. We have entered into a 5-year licensing agreement that
will provide us access to an industry leading overflow toilet technology. We will continue to market this technology as FLUSH GUARD  Overflow
Technology. In addition, we continue to focus on our initiatives to expand geographically, with recently signed agreements providing entry into India,
Eastern Europe and the UK.

• Enhanced margin performance. Our focus on higher-margin products has continued to deliver results, with gross margins reaching 26.8% for the
three months ended March 31, 2026, 27.0% in 2025 and 26.9% in 2024, a significant rise from 19.5% in 2022. This positive trajectory in margins
reflects our commitment to optimizing our product mix and operational efficiency despite recent headwinds from tariffs. Looking ahead, we anticipate
gross margins to remain in line with the levels achieved in 2025 and 2024.

• Efficient capital deployment. We will continue to prioritize capital deployment in support of organic growth opportunities, while continuing to
evaluate strategic M&A opportunities. With total financial resources of $7.9 million as of March 31, 2026, the Company believes it has sufficient
financial flexibility to fund its organic growth strategy.

• Deep manufacturing partners and customer relationships. We have developed strong manufacturing and sourcing partners over the last 30+ years,
which we believe will continue to give us a competitive advantage in the markets we serve. We also have deep relationships with an established global
customer base, offering end-to-end solutions to support category growth. While recent supply chain and inflation pressures have been a headwind, our
durable partnerships with manufacturing and sourcing partners have helped to mitigate these challenges.

®

®
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We were incorporated in the Cayman Islands on May 26, 2021 in connection with a reorganization and separation from our parent company, Foremost
Groups Ltd. (“Foremost”), and its affiliates, pursuant to which, among other actions, Foremost contributed all of its equity interests in FGI Industries Inc.
(“FGI Industries”), FGI Europe Investment Limited, an entity formed in the British Virgin Islands, and FGI International, Limited, an entity formed under the
laws of Hong Kong, each a wholly-owned subsidiary of Foremost, to the newly formed FGI Industries Ltd. Foremost was established in 1987 and has become
a global leader in kitchen and bath design, indoor and outdoor furniture, food service equipment, and manufacturing.

Reverse Share Split

On July 28, 2025, the Company filed an amendment (the “Amendment”) to the Company’s Amended and Restated Memorandum and Articles of
Association with the Registrar of Companies in the Cayman Islands to effect a 1-for-5 reverse share split (the “Reverse Share Split”) of the Company’s
ordinary shares, which was effected on July 31, 2025. Unless otherwise noted, the share and per share information in this Quarterly Report on Form 10-Q have
been adjusted to give effect to the Reverse Share Split.

Tariff Developments

Our business was significantly impacted by the changes in the U.S. tariff regime in 2025 and related responses from foreign jurisdictions. On February 20,
2026, the U.S. Supreme Court struck down certain tariffs imposed under the International Emergency Economic Powers Act (IEEPA). Following the Supreme
Court decision, the U.S. Administration announced a new 10% global tariff under Section 122 of the Trade Act of 1974, subject to certain carveouts. These
global tariffs were recently invalidated by a US Court of International Trade ruling, but the government has filed a notice of appeal. As of the filing date, it
remains uncertain what impact these decisions will have on our future financial results, including the process and availability of obtaining refunds of amounts
previously paid for the IEEPA tariffs or any fluctuations of the level of replacement tariffs imposed or the addition of any new tariffs through other means.

Results of Operations

The following table summarizes the results of our operations for the three months ended March 31, 2026 and 2025 and provides information regarding the
dollar and percentage increase (decrease) during such periods.
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For the Three Months Ended March 31, 2026 and 2025

For the Three Months Ended
March 31, Change

2026 2025 Amount Percentage
USD USD USD %

Revenue $ 30,501,460  $ 33,212,548  $ (2,711,088) (8.2)
Cost of revenue 22,340,769  24,312,290  (1,971,521) (8.1)
Gross profit 8,160,691  8,900,258  (739,567) (8.3)
Selling and distribution expenses 6,215,257  7,163,178  (947,921) (13.2)
General and administrative expenses 2,354,233  2,701,213  (346,980) (12.8)
Research and development expenses 282,610  316,726  (34,116) (10.8)
Loss from operations (691,409) (1,280,859) 589,450  (46.0)
Operating margins (%) (2.3) (3.9) 160  bps
Total other expenses, net (427,078) (274,228) (152,850) 55.7 
Provision for (benefit of) income taxes 24,678  (739,530) 764,208  (103.3)
Net loss (1,143,165) (815,557) (327,608) 40.2 
Net loss attributable to FGI Industries Ltd. shareholders (969,405) (629,092) (340,313) 54.1 
Adjusted loss from operations (691,409) (1,260,953) 569,544  (45.2)
Adjusted operating margins (%) (2.3) (3.8) 150  bps
Adjusted net loss attributable to FGI Industries Ltd. shareholders $ (743,399) $ (1,072,383) $ 328,984  (30.7)

_________________________________________________
(1) See “Non-GAAP Measures” below for more information on our use of these adjusted figures and a reconciliation of these financial measures to their

closest U.S. generally accepted accounting principles (“GAAP”) comparators.

Revenue

For the three months ended March 31, 2026, our revenue decreased by $2.7 million, or 8.2%, to $30.5 million from $33.2 million for the same period last
year. The decrease in our revenue was primarily driven by decreases in sales of sanitaryware.

Revenue categories by product are summarized as follow:

For the Three Months Ended March 31, Change
2026 Percentage 2025 Percentage Percentage
USD % USD % %

Sanitaryware $ 16,126,369  52.9  $ 20,159,852  60.7  (20.0)
Bath Furniture 4,546,147  14.9  4,100,382  12.3  10.9 
Shower System 6,480,302  21.2  5,686,317  17.1  14.0 
Others 3,348,642  11.0  3,265,997  9.9  2.5 
Total $ 30,501,460  100.0  $ 33,212,548  100.0  (8.2)

We derive the majority of our revenue from sales of sanitaryware, which accounted for 52.9% of our total revenue for the three months ended March 31,
2026, compared to 60.7% for the comparable period of 2025. Revenue generated from the sales of sanitaryware decreased by 20.0% to $16.1 million for the
three months ended March 31, 2026 from $20.2 million for same period of 2025. Despite this decline, sanitaryware maintained its position as our largest
product category. The stability in its share of total revenue reflects the ongoing resilience and steady demand for sanitaryware products, even as we continue to
diversify our product portfolio and expand other categories in line with our long-term growth strategy.

(1)

(1)

(1)
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Our revenue from bath furniture sales accounted for 14.9% of our total revenue for the three months ended March 31, 2026, compared to 12.3% for the
comparable period of 2025. Bath furniture sales increased by 10.9% to $4.5 million for the three months ended March 31, 2026, compared to $4.1 million for
the same period of 2025. Our recently launched mid-tier product lines, launched to better address the current demand environment of trading down to lower
priced offerings, is gaining traction.

Revenue from sales of shower systems made up approximately 21.2% of our total revenue for the three months ended March 31, 2026, compared to 17.1%
for the comparable period of 2025. Revenue from sales of shower systems increased by 14.0% to $6.5 million for the three months ended March 31, 2026,
compared to $5.7 million for the comparable period of 2025. These recently launched programs have driven growth, and we anticipate they will continue to be
a positive driver moving forward. Similar to sanitaryware, however, we expect demand to remain uncertain due to the current environment, which may offset
the impact of these programs.

For the three months ended March 31, 2026, other revenue increased by 2.5% to $3.3 million from $3.3 million for the same period of 2025. The increase
was primarily driven by volume growth resulting from continued strength in sales of the Covered Bridge custom-kitchen cabinetry businesses.

Revenue Categories by Geographic Location

We derive our revenue primarily from the United States, Canada and Europe. Revenue categories by geographic location are summarized as follows:

For the Three Months Ended March 31, Change
2026 Percentage 2025 Percentage Percentage

USD % USD % %

United States $ 19,911,144  65.3  $ 21,168,372  63.7  (5.9)
Canada 6,097,086  20.0  8,184,143  24.6  (25.5)
Europe 3,582,073  11.7  3,104,994  9.3  15.4 
Rest of World 911,157  3.0  755,039  2.4  20.7 
Total $ 30,501,460  100.0  $ 33,212,548  100.0  (8.2)

We consistently generated the majority of our revenue in the United States market, which amounted to $19.9 million and $21.2 million for the three
months ended March 31, 2026 and 2025, respectively. Such revenue accounted for approximately 65.3% and 63.7% of our total revenue for the three months
ended March 31, 2026 and 2025. The decrease during the period was largely attributable to the decreased sales in sanitaryware as discussed above.

Our second largest market is Canada. Our revenue generated in the Canadian market was $6.1 million for the three months ended March 31, 2026,
compared to $8.2 million for the three months ended March 31, 2025, representing a 25.5% decrease. The decrease during the period was largely attributable to
the decreased sales in sanitaryware as discussed above.

We also derive revenue from Europe, which consists primarily of sales in Germany. This amounted to $3.6 million for the three months ended March 31,
2026, compared to $3.1 million for the three months ended March 31, 2025, representing a 15.4% increase. We believe this growth reflects continued demand
in the European market.

Gross Profit

Gross profit was $8.2 million for the three months ended March 31, 2026, a decrease of 8.3% compared to the same period of 2025. Gross profit margin
was 26.8% and 26.8% for the three months ended March 31, 2026 and March 31, 2025, respectively. Despite the decrease in gross profit, gross profit margin
remained stable year-over-year.

Operating Expenses

Selling and distribution expenses primarily consisted of personnel costs, marketing and promotion costs, commission, and freight and leasing charges. Our
selling and distribution expenses decreased by $0.9 million, or 13.2%, to $6.2 million for the three months ended March 31, 2026, from $7.2 million for the
three months ended March 31, 2025. This decrease was largely attributable to actions taken to optimize our facility footprint and reduce ongoing overhead
costs.
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General and administrative expenses primarily consisted of personnel costs, professional service fees, depreciation, travel, and office supply expenses. Our
general and administrative expenses decreased by $0.3 million, or 12.8%, to $2.4 million for the three months ended March 31, 2026, from $2.7 million for the
three months ended March 31, 2025. The decline reflects our ongoing efforts to optimize operations and reduce overall operating expenses.

Research and development expenses mainly consisted of personnel costs and product development costs. Our research and development activities
remained consistent during the period.

Other Income (Expenses)

Other income (expenses) represents interest income and expenses, as well as non-recurring non-operating gains and losses. Interest expense increased due
to a higher average loan balance during the period.

Provision for Income Taxes

We recorded an income tax expense of $24,678 for the three months ended March 31, 2026, compared to an income tax benefit of $0.7 million for the
three months ended March 31, 2025. This is primarily attributable to the Company recording a valuation allowance against its deferred tax assets in the first
quarter of 2026. While this accounting treatment is required under current standards, we remain focused on executing our strategic initiatives and are
encouraged by the progress we are making, which we believe positions us well for potential future improvements in our operating results. Any sustained
positive performance in future periods will be evaluated in accordance with applicable accounting guidance to determine the appropriate level of valuation
allowance.

Net Loss

We incurred net loss of $1.1 million and $0.8 million for the three months ended March 31, 2026 and 2025, respectively. These changes had resulted from
the combination of the changes discussed above.

Liquidity and Capital Resources

The Company's unaudited condensed consolidated financial statements have been prepared on a going concern basis, which assumes that the Company
will continue to operate in the normal course of business and will be able to realize its assets and discharge its liabilities as they become due. The Company has
incurred net loss of $1.1 million and net cash used in operating activities of $0.3 million for the three months ended March 31, 2026. As of March 31, 2026, the
Company had approximately $2.7 million in cash and had $13.1 million outstanding balance under its credit facilities, which were used primarily for working
capital purposes.

Additionally, the Company has been facing adverse impacts from elevated tariff costs on imported goods. These increased costs have put pressure on gross
margins and have contributed to the overall liquidity challenges.

In response to the conditions, the Company implemented a number of actions, including:

• Execution of cost control initiatives across multiple operating departments, targeting to lower recurring operating expenses.

• Commercial launch and promotion of new product lines, including anti-overflow toilets, shower systems, and custom kitchen cabinetry, which have
begun generating increased revenue.

• Successful renewal of the Company’s credit facility with East West Bank, extending the maturity and maintaining access to committed financing.

As a result of these actions, the Company expects to improve its liquidity and reduce its cost structure. The Company’s management is of the opinion that
it has sufficient funds to meet the Company’s working capital requirements and debt obligations as they become due over the next twelve (12) months.

East West Bank Credit Facility

The Company's wholly-owned subsidiary, FGI Industries, has a line of credit agreement (the “Credit Agreement”) with East West Bank, which is
collateralized by all assets of FGI Industries and real property owned by Mr. Liang Chou Chen, who holds approximately 49.91% of the voting control of
Foremost, and guaranteed by certain affiliates, Mr. Chen
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and Ms. Han Ping Chen. The current amount of maximum borrowings is $18,000,000 and the maturity date is April 17, 2027. This is an assets-based line of
credit, the borrowing limit is calculated based on certain percentage of accounts receivable and inventory balances.

The Credit Agreement contains financial covenants that require FGI Industries to maintain aggregate year to date EBITDA figures (defined as earnings
before interest, taxes, depreciation and amortization) on a consolidated and unconsolidated basis, tested monthly, of up to $1.6 million and $1.4 million,
respectively, as well as maintain certain limits on intercompany loans and affiliate transactions. As of March 31, 2026, FGI Industries was in compliance with
these financial covenants.

The loan bears interest at a variable rate based on the Prime Rate (as quoted by the Wall Street Journal) plus a margin between 0% and 1.5% based on the
Company’s trailing twelve month EBITDA (subject to a minimum rate of 4.500% per annum).

Each sum of borrowings under the Credit Agreement is classified as a short-term loan. The outstanding balance of such loan was $9.2 million and $8.1
million as of March 31, 2026 and December 31, 2025, respectively.

RBC Bank Loan

FGI Canada Ltd. (“FGI Canada”) has a line of credit agreement with Royal Bank of Canada (“RBC”), successor by amalgamation of HSBC Canada (the
“Canadian Revolver”). The revolving line of credit with RBC allows for borrowing up to CAD7.5 million (USD5.5 million as of March 31, 2026). This is an
assets-based line of credit, the borrowing limit is calculated based on certain percentage of accounts receivable and inventory balances. Pursuant to the
Canadian Revolver, FGI Canada is required to maintain (a) a debt to tangible net worth ratio of no more than 3.00 to 1.00; and (b) a ratio of current assets to
current liabilities of at least 1.25 to 1.00. The loan bears interest at a rate of Prime rate plus 0.50%. As of March 31, 2026, FGI Canada was in compliance with
these financial covenants.

Borrowings under this line of credit amounted to $2.3 million and $1.7 million as of March 31, 2026 and December 31, 2025, respectively. The facility
matures at the discretion of RBC upon 60 days’ notice.

FGI Canada also has a revolving foreign exchange facility with RBC of up to a permitted maximum of USD3.0 million. The advances are available to
purchase foreign exchange forward contracts from time to time up to six months, subject to an overall maximum aggregate USD Equivalent outstanding face
value not exceeding USD3.0 million.

CTBC Credit Facility

On January 25, 2024, FGI International entered into an omnibus credit line (the “CTBC Credit Line”) with CTBC Bank Co., Ltd. (“CTBC”). Under the
CTBC Credit Line, FGI International may borrow, from time to time, up to $2.5 million, with borrowings limited to 90% of FGI International’s export “open
account” trade receivables. The CTBC Credit Line will bear interest at a rate of “Base Rate”, which is based on monthly or quarterly Taipei Interbank Offered
Rate in effect from time to time, plus 120 base points and handling fees, unless otherwise agreed to by the parties. The CTBC Credit Line is unsecured and is
fully guaranteed by the Company and partially guaranteed by Liang Chou Chen. Borrowings under this line of credit amounted to $1.6 million and $2.1 million
as of March 31, 2026 and December 31, 2025, respectively.
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Cash Flows

The following table summarizes the key components of our cash flows for the three months ended March 31, 2026 and 2025.

For the Three Months Ended March 31,
2026 2025
USD USD

Net cash used in operating activities $ (325,713) $ (1,651,686)
Net cash used in investing activities (79,726) (450,155)
Net cash provided by (used in) financing activities 1,274,861  (1,330,812)
Effect of exchange rate fluctuation on cash (110,033) 100,858 
Net changes in cash 759,389  (3,331,795)
Cash, beginning of period 1,899,801  4,558,160 
Cash, end of period $ 2,659,190  $ 1,226,365 

Operating Activities

Net cash used in operating activities was $0.3 million for the three months ended March 31, 2026, compared to $1.7 million used in the same period of
2025. The improvement in operating cash flow was primarily driven by favorable changes in working capital, including a $1.1 million decrease in inventories
and a $0.6 million decrease in prepayments and other receivables from related parties, which provided cash inflows. Non-cash adjustments such as $0.5 million
of amortization, $0.2 million of depreciation, and changes in provisions for credit losses and defective returns also contributed to narrowing the gap between
net loss and operating cash flow. These inflows helped offset cash outflows from a $0.2 million increase in accounts receivable and a $0.8 million decrease in
accounts payable. Overall, the Company’s operating cash flow for the quarter reflected improved management of working capital and cost control initiatives
compared to the prior year period.

Investing Activities

Net cash used in investing activities totaled $0.1 million for the three months ended March 31, 2026, compared to $0.5 million in the same period of 2025.
The decrease was primarily attributable to reduced capital expenditures.

Financing Activities

Net cash provided by financing activities was $1.3 million for the three months ended March 31, 2026, primarily due to net proceeds from the Company’s
revolving credit facilities. In contrast, the same period in 2025 incurred $1.3 million in cash used in financing activities, reflecting net repayment under these
facilities.

Commitments and Contingencies

Capital Expenditures

Our capital expenditures were incurred primarily in connection with the acquisition of property and equipment. Our capital expenditures amounted to $0.1
million and $0.5 million for the three months ended March 31, 2026 and 2025, respectively. We do not expect to incur significant capital expenditures in the
immediate future.

Off-Balance Sheet Arrangements

We have no off-balance sheet arrangements including arrangements that would affect our liquidity, capital resources, market risk support and credit risk
support or other benefits.

Critical Accounting Policies and Significant Accounting Estimates

A discussion of our critical accounting policies and significant accounting estimates is included in Part II, Item 7, “Management’s Discussion and Analysis
of Financial Condition and Results of Operations” in our 2025 Form 10-K. The preparation of the unaudited condensed consolidated financial statements in
accordance with GAAP requires management
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to make estimates and assumptions that affect the reported amounts of some assets and liabilities and, in some instances, the reported amounts of revenue and
expenses during the applicable reporting period. Actual results could differ materially from these estimates. Changes in estimates are recorded in results of
operations in the period that the events or circumstances giving rise to such changes occur. Within the context of these critical accounting estimates, we are not
currently aware of any reasonably likely events or circumstances that would result in different policies or estimates being reported for the three months ended
March 31, 2026.

Recently Issued Accounting Pronouncements

See Note 2, “Summary of significant accounting policies” in Part I, Item 1 of this Quarterly Report on Form 10-Q.

Non-GAAP Measures

In addition to the measures presented in our unaudited condensed consolidated financial statements, we use the following non-GAAP measures to evaluate
our business, measure our performance, identify trends affecting our business and assist us in making strategic decisions. Our non-GAAP measures are:
Adjusted Income from Operations, Adjusted Operating Margins and Adjusted Net Income. These non-GAAP financial measures are not prepared in accordance
with GAAP. They are supplemental financial measures of our performance only, and should not be considered substitutes for net income, income from
operations or any other measure derived in accordance with GAAP and may not be comparable to similarly titled measures reported by other entities.

We define Adjusted Operating Income as GAAP income from operations excluding the impact of certain non-recurring income and expenses. We define
Adjusted Net Income as GAAP income before income taxes excluding the impact of certain non-recurring income and expenses, such as income taxes at
historical average effective rate, as well as net income attributable to non-controlling shareholders. We define Adjusted Operating Margins as adjusted income
from operations divided by revenue.

We use these non-GAAP measures, along with GAAP measures, to evaluate our business, measure our financial performance and profitability and our
ability to manage expenses, after adjusting for certain one-time expenses, identify trends affecting our business and assist us in making strategic decisions. We
believe these non-GAAP measures, when reviewed in conjunction with GAAP financial measures, and not in isolation or as substitutes for analysis of our
results of operations under GAAP, are useful to investors as they are widely used measures of performance and the adjustments we make to these non-GAAP
measures provide investors further insight into our profitability and additional perspectives in comparing our performance over time on a consistent basis.

The following table reconciles GAAP income from operations to Adjusted Operating Income and Adjusted Operating Margins, as well as GAAP net
income to Adjusted Net Income for the periods presented.

For the Three Months Ended
March 31,

2026 2025
USD USD

Loss from operations $ (691,409) $ (1,280,859)
Adjustments:
Non-recurring IPO-related share-based compensation —  19,906 

Adjusted Operating Loss $ (691,409) $ (1,260,953)

Revenue $ 30,501,460  $ 33,212,548 
Adjusted Operating Margins (%) (2.3) (3.8)
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For the Three Months Ended
March 31,

2026 2025
USD USD

Loss before income taxes $ (1,118,487) $ (1,555,087)
Adjustments:
Non-recurring IPO-related share-based compensation —  19,906 

Adjusted loss before income taxes (1,118,487) (1,535,181)
Less: income taxes at 18% rate (201,328) (276,333)
Less: net loss attributable to non-controlling shareholders (173,760) (186,465)
Adjusted Net Loss $ (743,399) $ (1,072,383)

Item 3.   Quantitative and Qualitative Disclosures About Market Risk.

Not required for smaller reporting companies.

Item 4.   Controls and Procedures.

Evaluation of Disclosure Controls and Procedures

The term “disclosure controls and procedures,” as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as amended (the
“Exchange Act”), means our controls and other procedures that are designed to ensure that information required to be disclosed by us in the reports that we file
or submit under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms. Disclosure
controls and procedures include, without limitation, controls and procedures designed to ensure that information required to be disclosed by our company in the
reports that we file or submit under the Exchange Act is accumulated and communicated to our management, including our principal executive and principal
financial officer, to allow timely decisions regarding required disclosure. Management recognizes that any controls and procedures, no matter how well
designed and operated, can provide only reasonable assurance of achieving their objectives, and management necessarily applies its judgment in evaluating the
cost-benefit relationship of possible controls and procedures.

Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, has evaluated the effectiveness of our disclosure
controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e)) under the Exchange Act, as of the end of the period covered by this Quarterly Report on
Form 10-Q. Based on such evaluation, our Chief Executive Officer and Chief Financial Officer have concluded that as of March 31, 2026, our disclosure
controls and procedures were not effective.

Evaluation of the Effectiveness of Internal Control over Financial Reporting

Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, has evaluated the effectiveness of the design and
operation of our disclosure controls and procedures (as defined in Rule 13a-15(e) or 15d-15(e) of the Exchange Act) as of March 31, 2026. Based upon that
evaluation, our Chief Executive Officer and Chief Financial Officer have concluded that our disclosure controls and procedures were not effective as of
March 31, 2026 because of the material weaknesses in our internal control over financial reporting described below.

Identified Material Weaknesses

Management identified a material weakness in internal control over financial reporting related to the precision of journal entry and account reconciliation
review controls at a newly in‑scope foreign system and processes. Although general ledger, reconciliation, and analytical review procedures were performed,
these controls were not designed or operating at a level of precision sufficient to evidence the timely detection of potentially material journal entry errors. This
material weakness did not result in any identified misstatements of the Company’s consolidated financial statements.

Management's Remediation Initiatives

Management completed the remediation of the material weaknesses identified during the year ended December 31, 2024. Specifically, the Company
segregated responsibilities for journal entry processing, implemented system-supported detection and approval controls to enhance oversight, standardized the
account reconciliation process with documented
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management review, and introduced a secondary review over loan covenant calculations. These controls have been implemented, tested, and are operating
effectively, and management has concluded that the previously identified material weaknesses have been remediated.

Following the identification of a material weakness in a recently scoped subsidiary during the year ended December 31, 2025, management has initiated
remediation actions to address this deficiency. These actions include the addition of dedicated in-house accounting resources to oversee the financial close
process, the implementation of enhanced journal entry and account reconciliation review procedures with defined documentation and approval requirements,
and strengthened evidence-retention practices. Management believes these actions, once fully implemented and operating for a sufficient period, will remediate
the material weakness. Management will continue to monitor and test the operating effectiveness of the related controls.    

Changes in Internal Control over Financial Reporting

Other than as described above, there have been no changes in our internal control over financial reporting that occurred during the quarter ended March 31,
2026 that have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.

PART II- OTHER INFORMATION

Item 1.   Legal Proceedings.

We may be subject to legal proceedings and claims in the ordinary course of business. We cannot predict the results of any such disputes, and despite the
potential outcomes, the existence thereof may have an adverse material impact on us due to diversion of management time and attention as well as the financial
costs related to resolving such disputes.

Item 1A.     Risk Factors.

Our Annual Report on Form 10-K for the year ended December 31, 2025, includes a detailed discussion of our risk factors. At the time of this filing, there
have been no material changes to the risk factors that were included in the Form 10-K.

Item 2.      Unregistered Sales of Equity Securities and Use of Proceeds.

None.

Item 3.      Defaults Upon Senior Securities.

None.

Item 4.      Mine Safety Disclosures.

Not applicable.

Item 5.      Other Information.

Trading Plans

During the three months ended March 31, 2026, no director or executive officer adopted, modified or terminated a "Rule 10b5-1 trading arrangement" or
"non-Rule 10b5-1 trading arrangement", as each term is defined in Item 408(a) of Regulation S-K.
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Item 6.    Exhibits.

Exhibit
Number Description

3.1 Second Amended and Restated Memorandum and Articles of Association of FGI Industries Ltd., effective January 27, 2022 (incorporated
by reference to Exhibit 3.1 to the Company’s Current Report on Form 8-K filed on January 27, 2022).

3.2 Amendment to the Amended and Restated Memorandum and Articles of Association of FGI Industries Ltd. (incorporated by reference
from Exhibit 3.1 to the Company's Current Report on Form 8-K filed on July 29, 2025).

31.1 Rule 13(a)-14(a)/15(d)-14(a) Certification of Principal Executive Officer.

31.2 Rule 13(a)-14(a)/15(d)-14(a) Certification of Principal Financial Officer.

32.1 Section 1350 Certification of Principal Executive Officer and Principal Financial Officer.

101 The following material from FGI Industries Ltd.’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2026, formatted in
Inline XBRL (Inline Extensible Business Reporting Language): (i) the Condensed Consolidated Balance Sheets; (ii) the Condensed
Consolidated Statements of Operations and Comprehensive Loss; (iii) the Condensed Consolidated Statements of Changes in
Shareholders’ Equity; (iv) the Condensed Consolidated Statements of Cash Flows; and (v) Notes to Unaudited Condensed Consolidated
Financial Statements. The instance document does not appear in the Interactive Data File because its XBRL tags are embedded within the
Inline XBRL document.

104 Cover Page Interactive Data File formatted in Inline XBRL and contained in Exhibit 101.

_________________________________________________
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.

Dated: May 15, 2026

FGI Industries Ltd.

By: /s/ David Bruce
David Bruce
Chief Executive Officer
(Principal Executive Officer)

By: /s/ Jae Chung
Jae Chung
Chief Financial Officer
(Principal Financial and Accounting Officer)
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EXHIBIT 31.1

RULE 13a-14(a)/15d-14(a) CERTIFICATION

I, David Bruce, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of FGI Industries Ltd.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

a)    designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

b)    designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

c)    evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of
the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d)    disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a)    all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b)    any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

Date: May 15, 2026 /s/ David Bruce
David Bruce
Chief Executive Officer
(Principal Executive Officer)



EXHIBIT 31.2

RULE 13a-14(a)/15d-14(a) CERTIFICATION

I, Jae Chung, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of FGI Industries Ltd.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

a)    designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

b)    designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

c)    evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of
the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d)    disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a)    all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b)    any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

Date: May 15, 2026 /s/ Jae Chung
Jae Chung
Chief Financial Officer
(Principal Financial Officer and Principal Accounting Officer)



EXHIBIT 32.1

CERTIFICATION PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
(18 U.S.C. SECTION 1350)

In connection with the Quarterly Report of FGI Industries Ltd. (the “Company”) on Form 10-Q for the period ended March 31, 2026, to which this certification
is being filed as of the date hereof as an exhibit thereto (the “Report”), I, David Bruce, Chief Executive Officer of the Company, and I, Jae Chung, Chief
Financial Officer of the Company, each certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:

(a) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended (15 U.S.C. 78m or
78o(d)); and

(b) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: May 15, 2026

/s/ David Bruce
David Bruce
Chief Executive Officer
(Principal Executive Officer)

/s/ Jae Chung
Jae Chung
Chief Financial Officer
(Principal Financial Officer and Principal Accounting Officer)


