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The year of 2011 was a challenging year for the Group's overall
operation. Although we have dedicated effort in boosting sales,
the cost of materials and energies have surged to historical highs
primarily due to tight supplies of agricultural products. These rising
costs have placed a burden on our operations and have seriously
eroded our margins. At the same time, the Vietnamese ecaonomy
has remained stagnant, characterised by increasing inflation, a
depreciating Vietnam Dong, rising interest rates and slower economic
growth. This unfavourable backdrop has not only seriously affected
our overall operations at Vietnam plant but also domestic sales as
well. While the results for the period under review recorded an
increase, the total profit was lower than expected. On the other
hand, limited production scale and rocketing material costs led to
higher production costs and dragged down both financial results
and profitability of the Group's operation in the PRC. In 2011, we
devoted substantial efforts to mitigate the adverse effects of the
business environment, notably the rising prices of raw materials and
energy, through increasing the flexibility in procurement, optimising
production efficiency, improving workflow, stepping up sales
efforts, and a review aimed at enhancing our speed of response and
effectiveness of our procedures to any environmental changes.
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Looking at the Group's results and profit in 2011, turnover reached
Us$383,000,000, a gain of approximately 13.9% from 2010. In
terms of both products and geography, the Group has strived to

extend its business and increase the selling price to achieve its
operational goals. However, overall consumption sentiment in
Vietnam has become maore conservative amidst volatile economic
conductions in the country and this has also to some extent
negatively affected domestic sales. In view of these developments,
the Group has increased its sales to overseas markets. Although
export sales could partially offset the pressures on turnover and
exchange rates, the relatively lower prices demanded by customers in
some export regions combined with rising prices of major materials
and energy led to a year-on-year reduction of 2.5% in gross profit
margin to 14.7%. Moreover, as the Vietnam Dong depreciated
by nearly 10% in 2011 and the price of all raw materials, fees
and wages increased as a result of inflation, these factors have
counterbalanced the profit of the Vietnam plant. Within the Group's
operation in the PRC during the period, the twin forces of lower
utilisation of production capacity and rises in raw material and energy
costs, has lifted the production cost and brought a loss to Shandong
plant this year. Taking account of the plant’s actual production and
sales along with the effectiveness of resources utilisation, the Group
has allocated a reasonable amount as a provision for impairment.
Management is to examine the overall market demand and supply
to come up with a new strategy or solution for improvement or
restructuring if necessary. For the Shanghai plant, due to a change of
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operational direction, the Group has made a reasonable gain through
the disposal of the idle land in 2011. As affected by the above-
mentioned key factors, the Group recorded net operating profit of
U5$5,940,000 and profit attributable to owners of US$7,900,000.

In terms of geographical distribution, the Group recorded growth
in Vietnam and Japan, its major markets, of 6.2% and 29.5%
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 notable
growth as well. As for segmental performance, due to a steady
demand and continued expansion of sales network, sales of major
products including MSG, modified starch and specialty chemicals
such as hydrochloric acid and caustic soda also expanded steadily
in 2011, realising year-on-year growth of 14%, 26.5% and 16.9%
respectively. With the Group's marketing efforts gradually bearing
fruit, sales of fertiliser and feed products surged by 62.5% when
compared with the same period last year. With regards to the PRC
operation, the Group recorded a 9.7% decrease in 2011 mainly
attributable to higher production costs caused by rising raw material
prices, so we could not realise economies of scale in the production
of MS5G. As the M5G market was changing rapidly, along with rising
production cost and intensified competition, market prices also
fluctuated sharply during the period, thus we were unable to reach
the profit target, which subsequently dragged down the Group's
overall profit.

Looking into 2012, despite the slowdown of rising raw material
prices, the inflation, labour cost, electricity and energy costs in
Vietnam are very likely to cast a burden on production costs. As
such, the Group is seeking ways to improve production efficiency and
save energy. The Group is expanding and diversifying procurement
sources to secure materials at a lower price to minimise fluctuations
in supply and stablise production costs. In Vietnam, uncertainties
over the economy in 2011 are expected to carrying over into 2012,
which needs further operational enhancement in the market. At
such a critical time, apart from rationalising production costs, the
Group is continuing to consclidate its presence in major markets and
maintain product prices to preserve profit margins. With regard to
operations in Vietnam, the Group intends to aggressively strengthen
its marketing strategies, as well as further expand distribution and
sales channels in order to realise the full potential of the Group's
sales network. At the same time, to further raise brand awareness,
the Group is planning to launch new products related to current
product lines, as well as enhance its sales presence. On the other
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hand, the Group is identifying potential collaborative projects to
bolster its geographical coverage, enhance its international exposure,
and ultimately improve efficiency while broadening revenue and
profit strearns. As the Group's operations in the PRC have performed
under expectations in recent years, the management has planned
the transformation of different operations. Towards this end, the
Group will consolidate production bases to lower the cost and make
larger adjustments on the related business strategies and the overall
marketing structure while pursuing geographical consolidation
and sales network expansion to achieve greater efficiencies. The
Group's primary objective in 2012 is to make the business profitable.
It will maintain a prudent operational approach by leveraging its
core strengths, including securing stable supplies of raw materials,
improving production efficiencies, rationalising production costs,
developing related new products and strengthening its sales
channels.

The current operating environment remains fraught with uncertainty.
The management is required to immediately respond to such rapidly
changing environment in a manner that will deliver stable business
performance. The management, however, remains optimistic about
the fundamentals of the Group's core businesses, production
technologies and distribution network. Leveraging on our established
geographical advantage, the Group can flexibly adjust operating
strategies embarking on market expansion and enhancing our
brand value, the potential negative impact of the macroeconomic
environment on the Group should be minimised. These actions can
also enable the Group to achieve higher profit. The management
and all staff members are embracing improved profitability as their
mission while enhancing the Group's operating performance and
executing our strategy in a prudent optimistic fashion in order to
achieve our operating goals at the same time.

By Order of the Board
Yang, Tou-Hsiung
Chatrman

Hong Kong, 20 March 2012
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