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The global economy and raw material supply and demand experienced
rapid change in 2007. The chain reactions of sustained high oil prices
and unstable climate led to an upset in balance between supply and
demand of raw materials and correspondingly rise in material prices,
pushing up the production cost of different products and affected the
operation of many industries. To cope with the rapidly changing market
environment and material supply situation in 2007, the Group focused
on implementing strategies to stabilize its operations and ensure proper
deployment. With prudence, it endeavored to ensure stable supply of
carbohydrate sources, strengthen its core businesses and expand overseas
markets. Such efforts had allowed the Group to maintain stable profit
growth and advance its business.

As for the Group’s operation in 2007, it recorded a total turnover of
US$317,431,000, a 9.2% growth when compared with 2006, and net
profit exceeding US$16,850,000, representing a surge of 54.4%.
Turnover from the major Vietnam and China markets saw a 5.2% and
16.3% growth respectively, with MSG and modified starch delivering
more satisfactory performance. The ASEAN market, which has been
reporting strong turnover growth year after year, continued to thrive in
2007 and brought in 38.3% more in turnover than last year, accounting
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for 11% of the Group’s total turnover. The geographical advantages of
the Group’s Vietnam operations were fully realized and the ASEAN
countries have become an indispensable market in helping the Group
run a stable operation. Furthermore, the Group'’s core products reported
healthy growth in 2007. Amino acids products, modified starches and
specialty chemicals all performed well in major markets. Turnover from
modified starches grew an impressive 51.7% when compared with last
year. These fruitful results proved that the Group was developing its
business in the right direction.

Same as other industry players around the world, the Group faced
persistent high raw material prices last year. The Group became aware
of this structural problem in the industry a few years ago and had begun
paying attention on the issue. In addressing tense supply of agricultural
products, apart from adopting flexible procurement, the Group also
continued to conduct research on different carbohydrate sources and
extended the plantation areas of carbohydrate sources so as to diversify
risks as well as secure carbohydrate sources at lower cost. Also, applying
the production advantages of its core businesses, the Group continued
to enhance production efficiency and reduce production cost. On the
operational front, in addition to adjusting the price of products for import
and export in a timely basis to reflect changes in cost, the Group also
stepped up efforts in expanding export market with the aim of seizing
first opportunities and balancing operational risk. Facing a rapidly
changing economy last year, the Group exercised prudence and adopted
corresponding strategies to lower cost and operational expenses while
expanding its markets. These initiatives enabled the Group to achieve
turnover growth and remarkable increase in profit despite the adverse
market environment.
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Prospects of 2008

Since the beginning of this year, there have been different signs pointing
to continuous or even worsening global inflation and raw material
shortages. Heeding such an environment, the Group has planned a series
of measures to help it overcome the challenges. The Group’s primary
task for this year will be securing stable supply of raw materials. In
addition to developing carbohydrate sources of higher yield such as
tropical sugar beet and sweet sorghum, the Group has also started to
identify more carbohydrate sources in Vietnam, Laos and Cambodia.
Concrete benefits from these efforts are expected to be seen in the next
few years. If the Group have access to stable raw material supply, it will
be able apply its sales and marketing competence to meet growing
market demand and expand and strengthen its core amino acids and
modified starch products. It will place special focus on expanding the
export market and timely adjustment of sales strategies to match
changing market conditions and reflect changes in cost. These strategies
will help enhance the Group’s profitability. Furthermore, the Group is
negotiating with several well established overseas companies about
technological cooperative and production projects to extend the
application of fermentative technology and boost production and sales
of new products.

MSG, seasonings and modified starch will remain as the core products
of the Group’s China operation. It will also look for other high value
added projects to improve operational results and profit contribution.
After Vietnam gained accession to the WTO last year, the country has
seen active investment from foreign investors, booming economic
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activities and rapid development of infrastructure. Its large consumer
market is also full of lucrative business opportunities. With years of
operational experience in Vietnam, the Group is set to fully capture these
opportunities. It is negotiating with several large domestic and overseas
companies about plans for cooperation in retail service related businesses
or businesses with strong potential. It hopes to increase investment in
other business areas in addition to existing fermentation related
businesses and capitalize on its geographical advantage to realize a
synergistic business effects and enhance the overall operational efficiency.
The Group recognises that it has a challenging business environment to
cope with and overcome. It will conduct business with prudence yet
remain innovative and practical, and continue to expand its operations
and create higher value for shareholders.

By order of the Board

Yang, Tou-Hsiung
Chairman

Hong Kong, 15 April 2008
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