Chairman’s Statement
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In the first half of 2005, market demand for the Group's products grew stably.
All of our major markets reported growth in sales, except for Japan.Turnover
from the Vietnam market grew 4.5% to US$63,909,000, accounting for 54.5%
of the Group's total turnover. Japan remained as the Group’s second largest
market. Due to the drop in turnover from lysine, turnover from this market
slightly decreased by 3.7% to US$25,112,000, accounting for 21.4% of the
Group’s total turnover. Turnover from the PRC market increased 45.6% to
US$16,958,000, constituting 14.5% of the Group’s total turnover. The ASEAN
market reported the fastest growth with turnover surging 53.1% to
US$6,158,000.

Our turnover grew as a result of growing market demand, but the drop in
lysine prices and the rising costs of carbohydrates had adversely affected
our profitability during the review period. Apart from tactically raising
product prices, to mitigate pressure on material costs, we also tried to find
new materials to replace carbohydrates. Currently, we are working with the
Swiss company Syngenta to cultivate tropical sugar beet and satisfactory
progress has been made. We are hopeful about reaping higher and long-
term benefits from the partnership starting next year. And as cultivation
techniques improve over time, such benefits would become even more
significant. Better control over our carbohydrate source would allow us to
significantly lower costs. Furthermore,Ve-Thai Tapioca-Starch Co,, Ltd. (in Gia-
Lai Province), which we acquired in June this year,and the starch factory in
Ha Tinh Province, which is under construction and will be finished next year,
will both be able to produce glucose syrup, hence will also help ease the

pressure of rising material costs on the Group.
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Apart from continuing to trim costs, seeing mid- to long-term development
potentials in the market, we invested in developing new products and
expanding our production capacities strategically. In the first half of 2005,
we boosted the production capacity of our modified starch factory in
Vietnam and acquired Ve-Thai Tapioca-Starch Co,, Ltd, also in Vietnam.The
moves have allowed us to expand our material sources and grow our
prospering starch business.In the second half of this year, we will establish
more MSG and high value-added seasonings factories.We also expect our
PGA factory and the starch factory in Ha Tinh Province to be ready for
operation in the first half of next year. The Group expects its operation and

profitability to grow when all these expansion initiatives are completed.

During the review period, our core market Vietnam continued to grow
steadily. As for the PRC and ASEAN markets, they achieved notable growth
of 45.6% and 53.1% respectively when compared with the same period last
year.The ASEAN market which has close trading relationship with Vietnam,
strong consumption power and promising potential, was made a prime
focus of the Group, in addition to the PRC market. We believe this market

will bring considerable contributions to our profits in the future.

We have been expanding in the PRC market through mergers and
acquisitions,and forging strategic alliances. During the period under review,
at our efforts to consolidate our networks and brands, we achieved better
performance in the market. Besides pushing for vertical integration of our
MSG operation in the PRC, we also planned to expand our product ranges,
adding to them high value-added products,and step up overall sales efforts.
The overall encouraging economic environment of the PRC and the recent
re-valuation of the RMB, we believe, will work in favour of our investment

and development in the market.
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Although our profits slipped because of persistently high material costs
during the review period, we have strong confidence in the markets’
prospects and our solid operations. We believe our operational and
investment emphases are correct and will bring concrete results. To effect
robust growth and cement our industry leadership, we will strive to expand
low cost material sources, cut production costs and raise production
efficiency, reduce expenses, enhance corporate governance, achieve
economies of scale, expand product mix, increase market share and
consolidate our networks. Last but not least, while counting on working
closely with our shareholders, we will maintain our proven strategies and
work hard to deliver better results to reward our shareholders for their

support.

By order of the Board
Yang, Tou-Hsiung

Chairman

Hong Kong, 30 August, 2005
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