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CHAIRMAN'S STATEMENT

During the first half of 2011, despite the Group’s focus on enhancing
sales which resulted in business growth, overall profit was below
expectations. This was affected by carbohydrate material prices and
changes in Vietnam's economy. The extreme weather conditions
around the world led to growing demand for agricultural products
from different regions. The price of carbohydrate materials rose in
tandem with this trend, which led to substantially greater production
costs. Persistently high natural gas and energy prices in Vietnam
this year raised production cost as well. Moreover, overall economic
changes in Vietnam, including worsening inflation, depreciation of
the Vietnam Dong, higher interest rate and economic fluctuation,
created a more challenging business environment in the country. As
well, profit from the Group’'s MSG business operation in the PRC
declined because of limitation on production scale which resulted
in higher costs. During 2011, to mitigate the impact of business
environmental factor, increasing raw materials and energy prices
on costs, the Group has focused on enhancing the flexibility of
procurement, improving production efficiency and stepping up sales
efforts.

The Group's operations recorded turnover of approximately
US$186,698,000, an increase of around 22.7% when compared with
the same period in 2010. In terms of product and regions, the Group
has been expanding its business and increasing the selling price of
its products in order to achieve its business goals. However, overall
consumption sentiment in Vietnam has become more conservative
amidst changing economic conditions in the country, and this has
also impacted on domestic sales. In view of such developments, the
Group has sought to enhance export sales. Although the increasing
export sales can help balance turnover and a weak exchange rate,
the lower prices demanded by some export regions combined with
rising price of carbohydrate materials and energy led to a 6.3%
year-on-year reduction in the Group’s gross profit. In addition, a
significant 9.3% depreciation of the Vietnam Dong in February of this
year compounded by high material prices, fees and wages resulting
from higher inflation has to some extent offset the Group's profit
attributable to shareholders, which amounted to US$1,612,000.

In terms of geographical distribution and segmental performance,
Vietnam, Japan and the PRC, the Group’s major markets, recorded
growth of 15.5%, 29.6% and 10.2% respectively, when compared
with the same period last year, and the Group also managed to
maintain the selling price of its products. ASEAN and European
countries have shown stable growth as well. Due to steady demand,
sales of major products including MSG, modified starch and specialty
chemicals such as hydrochloric acid and caustic soda also maintained
even growth in the first half year, realizing year-on-year growth of
17.3%, 68.1% and 9.8% respectively. With the Group’s marketing
efforts gradually bearing fruit, sales of fertilizer products surged by
76% when compared with the same period last year. With regards
to the PRC operation, the Group recorded 10.2% growth in the first
half year. However, due to increase in production costs caused by
high raw material prices, an inability to realize economies of scale in
MSG production, and unstable market prices, profit targets were not
reached, thus also dragging down the Group's overall profit.
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Over the past six months, profit contracted as a result of dramatic
changes in the economic environment. However, the Group has
reviewed and enhanced the efficiency and mechanisms employed for
responding to changing market conditions. Looking at the second
half year, it will be paramount for the Group to adapt to raw material
price movements and seek to rationalize production costs. Toward
such objectives, the Group has set up a special team to expand and
diversify procurement sources, and to secure long-term stable supply
of materials at reasonable prices. In Vietnam, uncertainties over the
economy in the first half year will extend to the remaining year. To
stabilize market conditions, the management intends to maintain a
prudent approach in the following six months. While leveraging the
Group's core strengths, it will seek to improve production procedures,
enhance efficiency and save energy costs and expenses, with the
main objective of rationalizing production costs.

At such a critical time, apart from rationalizing production costs,
the Group will continue to consolidate its presence in major markets
and increase product prices to preserve profit margins. With regard
to operations in Vietnam and the PRC, the Group will aggressively
strengthen its marketing strategies and business structure, as well
as further expand distribution and sales channels in order to realize
the full potential of the Group's sales network. At the same time, to
further raise brand awareness, the Group will launch new products
relating with current product lines, as well as enhance its sales
presence. On the other hand, the Group plans to identify potential
collaborative projects to bolster its geographical coverage, enhance
international exposure, and ultimately improve efficiency while
broadening revenue and profit streams. As the Group's operations
in the PRC have performed under expectations in recent years, the
management has made larger adjustment on the business scope and
network structure of the local operation while pursuing geographical
consolidation and sales network expansion to realize greater
efficiencies.

Amid challenges existing in the current operating environment, it is
unlikely that significant breakthroughs will be achieved in terms of
mitigating pressures arising from raw material prices, energy costs
and weak economy in the near future. The management, however,
remains optimistic about the fundamentals of the Group's core
businesses, production technologies and distribution network. By
observing the operating strategies in place, optimizing strengths in
production and sales, embarking on market expansion and enhancing
brand value, impact of the macro economic environment on the
Group will be minimized. Combined the above strategies with the
efforts and experience of all staff members, the management remains
cautious yet optimistic about the performance of the Group in the
future.

By Order of the Board
Yang, Tou-Hsiung
Chairman

Hong Kong, 23 August 2011
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