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1. BUSINESS OVERVIEW — EBHEE

Reviewing the global economic trends in the first half of the
year, the worsening European debt crisis has had a serious
impact on economies and financial markets around the world.
As the crisis became intensified, the economic performance
of the developed countries was weak in the first half of the
year and the economic growth in the emerging countries
also started to slowdown leading to continuous weak global
demand. A potential global recession, a drop in purchasing
power and a decline in trading activities seemed inevitable.
Thanks to the restrictive monetary policy implemented by
the Vietnamese government, inflation was under control,
interest rates dropped to a stable level and trade balance was
achieved. Economy recovery can be expected over the long
term. However, as domestic demand is expected to remain
weak and foreign trade will drop due to the decreasing demand
in Europe, the US and Japan, notable economic growth is
unlikely to happen in the short term. The year-on-year GDP
growth was recorded at only 4.38% in Vietnam. Excluding
the factor of cutting supply of GA, which delivered low gross
profits, the Group was able to record revenue growth despite
the unfavourable market condition in Vietnam. Revenue from
the PRC dropped because of the temporary suspension of
production at Shandong Vedan Snowflake Enterprise Co., Ltd.
Although sales in Japan declined due to the drop in demand,
sales in the ASEAN member countries market saw substantial
growth in the first half of 2012 as a result of the Group's
efforts to expand the business in this market during recent
years.

According to product types, sales from GA dropped notably by
78.0% or US$10,531,000 due to reduction in production, and
sales of starch products decreased by US$1,005,000 or 4.3%.
Other products recorded sales growth. Particularly noteworthy,
sales of fertilisers and feed and specialty chemicals (hydrochloric
acid and soda) grew by 17.6% and 12.2% respectively.

The Group's overall revenue this year reached US$179,966,000,
a decline of US$6,732,000 year-on-year. This was mainly
attributed to the sales drop in the PRC and Japan, of
US$6,339,000 and US$6,412,000 respectively. Although the
total revenue dropped by 3.6%, gross profit and net profit
recorded satisfactory growth, rose by 15.9% and 160.7% to
US$30,230,000 and US$3,228,000 respectively during the
period. The increase in profit was mainly due to good control
of the use of raw materials. Gross profit margin increased from
14.0% to 16.8% while net profit margin rose from 0.7% to
1.8%.
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Us$44,176,000 to US$37,764,000, representing
a decrease of 14.5% or US$6,412,000. Revenue
from the Japanese market accounted for 21.0% of
the Group's total revenue, down from 23.7% last
corresponding period.
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2. BUSINESS ANALYSIS = EESN
(1) Sales Analysis by Market (=) mMBHEEDN
Unit: US$'000 B FET
For the Six Months Ended 30 June Difference
—E-Cb¥E —E——L¥E =5
Area ith & 2012 2011
Amount %  Amount %  Amount %
&5 % - % S5 %
Vietnam e} 83,778 46.6% 84,754 45.4% (976) (1.2%)
The PRC SellE 17,287 9.6% 23,626 12.6% (6,339) (26.8%)
Japan =N 37,764 21.0% 44,176 23.7% (6,412) (14.5%)
ASEAN member REKER
countries 24,560 13.6% 16,245 8.7% 8,315 51.2%
Other regions Hfbib[m 16,577 9.2% 17,897 9.6% (1,320) (7.4%)
Total @ 179,966 100.0% 186,698 100.0% (6,732) (3.6%)
Vietnam (=) BEHE
The Group's revenue from Vietnam was MEMEBER-ZZE—ZFLE¥
approximately US$83,778,000 in the first half F & U #)83,778,000% T -
of 2012, a year-on-year decline of 1.2% or B R A4 1.2%5976,0003
US$976,000. The decline was mainly attributed T m R E B RR A HE
to the decrease in supplying GA, which reported FEENAREBEME-A8
low profit margin. During the period under review, @&“E’\Jﬁﬁ%ﬁ(\‘@@%ﬁ MR &9
sales of GA dropped by US$3,985,000. If GA was 3,985,000 Jt © & HEBR 1t 1A
excluded, revenue in Vietnam would have grown by B tﬁl:ﬁﬁ%% mn B 48 UL
US$3,009,000 with a growth rate of 3.9%, mainly # 3,009,000 Jt * & F 1%
driven by sales increase from soda, fertilisers and EEA39% FEHEERR
feed. BRIT BERHIES
Japan (Z) HE@HH
Affected by the weaker economy and gloomy AARREEESZE S REE-
market sentiment, the weakened demand led to HHWEEM\% BT 5 IR
decline in sales of MSG and modified starch, with BAMZEERNHZFRRD
Japan as their main export market, during the FE-AE - BAMHHE
period. As a result, revenue in Japan dropped from Hﬂlﬁgﬁ f44,176,0003 JT &
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3. The PRC (Z) HEFTH

As the Shandong plant strategically suspended the
production of GA, revenue of the PRC market slid
US$6,339,000 or 26.8%. Revenue for the period
was US$17,287,000, accounting for 9.6% of the
Group’s total revenue, a drop from 12.6% last year.
The main products were MSG, modified starch,
fertilisers and feed.

ASEAN member countries

The Group has been actively expanding and
developing the sale channels in the ASEAN member
countries in recent years. In fact, this market
has delivered the fastest revenue growth in the
recent years. Revenue in the first half of 2012
was US$24,560,000, a year-on-year growth of
51.2% from US$16,245,000 over the same period
last year, accounting for 13.6% of the Group's
total revenue, up from 8.7% last year. The ASEAN
member countries market has surpassed the PRC to
become the Group’s third largest market. Except for
modified starch which recorded negative growth, all
other products saw substantial growth in revenue.

Other regions

Apart from the abovementioned major
markets, revenue from other regions declined
by US$1,320,000 or 7.4% to approximately
US$16,577,000 from US$17,897,000 last year,
mainly attributed to dropping sales of MSG in EU
countries.
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(2) Sales Analysis by Product (Z) ERSEED W
Unit: US$'000 B FETT
For the Six Months Ended 30 June Difference
—E - b¥F —E——F¥E =2
Product EREE 2012 2011
Amount % Amount % Amount %
k- % o] % | %
MSG R 45 128,241 71.3% 127,698 68.4% 543 0.4%
GA AR 2,970 1.7% 13,501 7.2%  (10,531) (78.0%)
Modified starch/ B£8R
Native starch KRB 22,539 12.5% 23,544 12.6% (1,005) (4.3%)
Specialty chemicals 45{tZE 5 10,320 5.7% 9,198 4.9% 1,122 12.2%
Fertilisers and feed AE A% 12,464 6.9% 10,596 5.7% 1,868 17.6%
Others Hi 3,432 1.9% 2,161 1.2% 1,271 58.8%
Total 4 179,966  100.0% 186,698 100.0% (6,732) (3.6%)
MSG and GA (=) BEFALE

Revenue from MSG amounted to US$128,241,000,
a slight increase of 0.4% or US$543,000 when
compared with last year. Revenue from MSG
accounted for 71.3% of total revenue, up from
68.4% in the same period last year due to the
increase in revenue of 122.8% from the ASEAN
member countries market. Revenue of GA dropped
by US$10,531,000 or 78.0% to US$2,970,000 as
the Shandong plant suspended production and the
production in Vietnam decreased. Revenue from GA
accounted for 1.7% of the Group’s total revenue,
down from 7.2% last year. MSG and GA together
accounted for 73.0% of total revenue, a reduction
from 75.6% last year.

Modified starch/Native starch

Starch products was the second largest revenue
contributor after MSG. Revenue during the period
dropped by 4.3% or US$1,005,000 year-on-year
to US$22,539,000. Revenue from native starch
increased by 12.5% while that of modified starch
decreased by 6.6%. Starch products accounted for
12.5% of the Group's total revenue, slightly down
from 12.6% last year.

Specialty chemicals/Fertilisers and feed

Revenue from specialty chemicals totaled
US$10,320,000 during the period under review, up
by approximately 12.2%, or US$1,122,000 when
compared with US$9,198,000 in the same period
last year. Revenue from fertilisers and feed surged
by 17.6%, or US$10,596,000, to US$12,464,000,
due to the remarkable increase in selling prices.
Share of specialty chemicals, fertilisers and feed in
total revenue increased from 5.7% t0 6.9%.
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MAJOR RAW MATERIALS/ENERGY OVERVIEW

(1)

(2)

(3)

Cassava/Cassava starch

While the price of cassava surged last year, the global
increase in plantation area of cassava led to an abundant
harvest and hence a price decline in the first half of 2012.
However, corn price has been rising recently which will in
turn affect cassava price. The Group will pay attention to
its impact on the next production season.

Molasses/Saccharified liquid

The increase in the plantation area of sugar cane in the
production season in 2011/12 has led to a surge in the
production volume of cane sugar, which in turn drove up
the supply of molasses to reach its highest since 1990. In
addition, the demand for molasses dropped in Vietnam,
thus the Group purchased more molasses in Vietnam for
production.

Energy

Energy cost contributed to high proportion of the
production cost at Vietnam plant. The Vietnam plant was
mainly powered by natural gas but the price of natural
gas has risen to a different extent in recent years. In the
first half of this year, price of natural gas had a sharp
rise and price of electricity also increased by another 5%,
impacting severely on the production cost.

FINANCIAL REVIEW

(1)

Liquidity and Financial Resources

During the period under review, cash and bank deposits
of the Group amounted to US$ 34,833,000, which was
23.5% or US$10,685,000 less than that in the end of
2011. This was mainly due to the repayment of certain
bank borrowings and accounts payables and the increase
in accounts receivables. Short-term bank borrowings
were US$29,795,000, an increase of US$1,668,000,
while middle-to-long-term bank borrowings totaled
US$7,289,000, a decrease of US$2,657,000. 97.7%
and 2.3% of total bank borrowings were in US dollars
and in New Taiwan dollar respectively. The proportion
of short-term and middle-to-long-term bank borrowings
were 80.3% and 19.7%. Total borrowings dropped by
US$989,000 or 2.6%.

Accounts receivable increased by US$4,452,000, or
around 13.6%, to US$37,166,000 as compared with
that at the end of 2011, and they were mostly within
30 days. Inventories, totaling US$97,043,000, increased
by US$1,705,000 (around 1.8%). It is mainly caused by
the increase in raw materials inventories and decrease in
finished goods inventories.
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Gearing ratio (total bank borrowings over total capital)
was 12.1%, which was lower than 12.3% at the end of
2011. Net gearing ratio (total borrowings after deducting
cash and deposits over total capital) was 0.7%. Current
ratio increased from 2.6 at the end of last year to 2.8
because of the decrease in current assets and current
liabilities, with the greater reduction in current liabilities.

(2) Capital Expenditure

During the period under review, capital expenditure
was lower, amounting to approximately US$3,313,000,
US$4,257,000 less than the US$7,570,000 in the first half
of 2011.

EXCHANGE RATE

The Vietnamese Government announced a number of new
monetary control and foreign exchange policies in 2011.
Exports for the period grew by 22.7%, far exceeding the 6.3%
growth in imports during the review period. The breakeven
in foreign exchange and the increase in foreign exchange
reserves have helped stablise the exchange rate of the Vietnam
Dong to the US Dollar. The exchange rate in late June in 2012
remained the same as the official exchange rate of US$1 to
20,828 Vietnam Dong in late 2011. The exchange rate of RMB
to US dollar maintained at around US$1 to RMB6.3, without
significant fluctuation.

DIVIDEND

Basic earnings per share for the period were 0.24 US cents. The
Board decided to distribute a dividend of 0.144 US cents per
share, representing a dividend payout ratio of 60%.

PROSPECTS

The Vietnamese Government has continued its policies to fend
off inflation and tighten money supply since 2011. Its efforts
started to bear fruit this year. However, lending to enterprises
will be difficult due to the conservative credit policy of banks
and the prolonged relatively high interest rates. With the
unfavourable market environment characterised by low demand
caused by the weak consumption sentiment, and the increase
in inventory and reduction in production of the industry players,
the Vietnam plant is set to face a new series of challenges.

The second half of the year is traditionally the peak season
for the market. Revenue of the Group is expected to improve
on the strength of its continuous efforts despite the weak
economy. Securing stable supplies of raw materials will be
the key of success. In the production season in 2011/2012,
the Group was able to offset some of the increase in price of
natural gas by securing a stable supply of cassava and molasses.
The Group has started to plan for the production season in
2012/2013. It will focus on implementing a strict procurement
plan to secure raw materials at the most competitive prices
to obtain profit. As for its operations in the PRC, the demand
for MSG and modified starch is expected to increase due to
seasonal factors in the second half. Revenue and profits are also
expected to rise.
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The strategic operation directions in the second half of the year
are outlined below:

- Strengthen and diversify the cooperation with local sugar
companies and wet-starch factories so as to build a more
stable supply chain

- Improve the price negotiation capability of raw materials
and stablise their supply

- Achieve flexible production according to market demand
- The construction of maltose plant has begun. The Group
will further analyse the production of starch related

products

- Strengthen organisational capability to address challenges
and changes

- Evaluate the alternative energy solutions

- Proactively strengthen branding and expand the market
reach

- Proactively evaluate business performance in the
emerging countries

- Enhance development of beverage business in Vietnam
market
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