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Armed With Modern
Technology And Sound
Management, We Have
Successfully Created A
Number Of Quality Products
To Cater To The Consumers’
Tastes And Demands.
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Long-established in Asia, Vedan International (Holdings) BRAHEIER (42A%) AR AR RImM » R AREE
Limited is a premier manufacturer of fermentation-based AERIMMEESEE REANMINAKE
amino acids, food additive and cassava starch-based products. B EE RN B EER ° ¥ By
lts prominent reputation has been built on the quality KW EERELEEDHKRBER L
manufacture of MSG, a key food additive lying at the heart of M EBRBAMDEMN - HIEHEE
the unique tastes of Asia’s two billion consumers. The Group’s BFRE AR (EA BB {7 - £ B KK
vision of the future is simple: to expand and enrich its markets A E1Z : filg R Nsg oM 5 B EHE
across the Asian region while developing new products for the & Mm@ HEBHZ T -

demand of consumers.
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Chairman’s Statement
FEREE

In 2015, the global economy was weak due to the low international
oil price which also had impact on the fluctuations in exchange rates
and interest rates. Other unstable factors including the change in
market sentiment in the PRC and the volatile geopolitical situation
in the Middle East and Europe again added uncertainty to the
improving economic and market atmosphere. Consumers became
more cautious, which ultimately affected the Group's business
growth during the period. However, the new energy supply system
at the Vietnam factory was completed as scheduled at the beginning
of this year, and material costs remained quite stable during the year,
while the production cost gradually stabilised which facilitated higher
profitability. Nevertheless, the intense price competition in the MSG
market has shown no signs of abating, which affected not only the
Group’s major markets but also its overall profitability. To cope with
this situation, the Group has switched its focus to business expansion
through strengthening sales efforts and product development with
the ultimate aim to boost profit.

Looking at the Group’s operations and financial performance for the
year of 2015, turnover amounted to about US$327,000,000 during
the period, which was similar to the level recorded last year. Although
the competitiveness of the Group’s production operations has
improved, and the overall sales volume have recorded growth in most
of the regions and products, the Group’s revenue has only increased
slightly mainly due to the price competition among competitors as
well as the depreciation of the Japanese yen. These factors have
dragged down the market selling price and thus considerably affected
the Group's business. Nevertheless, the Group’s gross profit for
the year grew substantially by 37.6% from the corresponding year
to US$60,703,000 as the production cost at the Vietnam factory
decreased due to more efficient energy utilisation. Net profit of the
Group achieved a turnaround and increased by US$14,758,000 to
US$11,830,000. Net profit margin was 3.6%.

08  Vedan International (Holdings) Limited Bk EIBE (#25%) HR A 7

—E-RERENEERE  BEERHERE
P R A0 J KK - @ B R R A R AR E) -
MEFESRNEC FREBMN BB E 1t
SIARENARERAMATHLBERTIER
RoXBEESRBTENRET BESHBH
BEBE L RDBR ST - IRR B 5 A & B H 37518
KT SEBERBATREZERIERR
ERSEMBNER FTA - 0B A REHE R
BRE BELEERKFAZGLRE  EFFIA
T RN WISREN TS LW EERS
MARREN REREEZEIZWHHIN R
SESEFKE - FERIL SESFHNTEL
EBEHINBAEBMRER  MRHENEER
BHMEMS URAIESNAEZER-

GBEERNSE (S —RHE) 2L BHERN-
HAEEBLOIB2I7EEEZEL BEF (=T
—F)REABO - AR EER T HBF - K5
HEGEEREEHREENE  BEUREMNR L
F EZHABRFERERBEENESF kB
AMBEZHATRENTES MBEETE -
NIEF B EE LR - AT - BB RE B LR
RRE EEKRAN TR F2F EFTEiE6,070
BEIL BREFANIBIRFA37.6% < FF 51,183
HET BEFNEBEAR KEFHEIM 4L76
BET - FNE36% -




Chairman’s Statement
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In terms of geographic markets and segment performance, in
Vietnam, the economy was on the road to recovery and the sales
of various products of the Group including MSG, hydrochloric acid,
soda and maltose recorded an increase due to the lower energy costs
and enhanced competitiveness of the Vietnam plant. Thus, overall
performance of this region grew by 3.0% year-on-year. Regarding
the operation in the PRC, due to the slowdown in economic growth,
depreciation of the RMB, along with the weakening market demand
and intense competition, sales of MSG and starch products were
under pressure. However, the PRC market still recorded a year-on-
year revenue growth of approximately 1.9%, thanks to the business
growth of the newly-launched trading product mix. On the other
hand, sales in Japan were affected by the tough price competition
among industry players, together with the weak Japanese economy
and the significant depreciation of the Japanese yen, thus the selling
price of all products declined. Consequently, the sales performance
in Japan decreased by 14.4% from the same period last year. The
ASEAN and European markets experienced an even more adverse
situation due to the cut-throat price competition among peers during
the period. Thus, the prices of our products, in particular MSG and
starch products, in these two markets have remained very low. The
Group has resisted engaging in competition based solely on price,
as profitability remains its key consideration. As such, our sales of
MSG and starch in these two regions were notably affected and sales
results in these regions contracted significantly when compared to
last year. However, sales of MSG in the US market benefited from the
imposition of an anti-dumping tax on products from the PRC. As a
result, the revenue from the US saw a notable growth.

As for the performance of our products, the Group's leading product,
MSG, has boasted higher competitiveness as the Group has managed
to gradually lower its energy costs since the beginning of the year.
Consequently, both revenue and profit from this major product have
increased when compared to the corresponding period last year.
The sales of modified starch, another key product of the Group,
decreased by 10.6% due to the keen product competition in Thailand
and a slowdown in demand and reduction in sales of products with
low profit margins by the Group during the year. The performance
of hydrochloric acid and soda under the specialty chemicals segment
recorded stable growth when compared with last year, which was
attributable to greater demand from the infrastructure sector in the
Vietnam market. Sales of fertiliser and feed products decreased by
about 9.3% year-on-year as market competition became increasingly
intense due to price reductions in these products caused by
decreasing market demand reinforced by lower short-term demand in
the market. Moreover, thanks to the growing demand and increased
sales of amylase in Vietnam, turnover of the Group’'s new maltose
plant soared by 47.8% year-on-year. The new plant has not only
served as another revenue growth driver, but has also enhanced the
production efficiency of its existing syrup plant and diversified the
Group's starch business.
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The Vietnam plant has completed the construction of the new energy
supply system in the first half of 2015. As the more efficient system
has improved cost structure, the Group has managed to achieve
a turnaround and gradually gained growth momentum. However,
threats arising from the current intense price competition among its
peers have continued to grow while overall economic uncertainties
linger in the operating environment. To cope with these challenges,
the Group will review its strategies and mechanism from time to time
by adopting a more flexible raw material procurement procedure as
well as improving the production technologies, so as to stabilise the
costs and enhance competitiveness of its production. The Vietnam
government has also entered into a number of free trade agreements
including the Trans-Pacific Partnership Agreement. Such initiatives are
expected to boost the medium- to long-term economic growth.

In the area of sales and marketing, the Group will expand the local
Vietnam market and focus on emerging markets with development
potential as well as strengthen its distribution channels. To support
the current product lines, the Group will integrate its marketing
strategies and expand its sales channels in order to realise the full
potential of its sales network while enhancing its sales presence
to boost brand awareness. As for the PRC operation, in addition
to re-strengthening its business development team, the Group will
continue to expand regional markets and develop new products with
higher gross profit. The Group will also review and identify potential
acquisitions and strategic collaborative projects, and by leveraging its
geographical reach and international experience, aiming to improve
efficiency while broadening its revenue streams. The Group is also
continuing to bolster its research and development (R&D) capabilities
to boost production efficiency and develop innovative products.
These efforts will help the Group extend the life cycle of its products
and enhance its brand presence.
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We realise that the prevailing uncertain global economic conditions
and operating environment will present many growth opportunities
but also tough challenges to the Group's operations. Facing these
variables, the Group is conducting in-depth review and planning, as
well as formulating related strategies to capture the opportunities
and overcome the challenges ahead. Looking ahead to 2016, the
Group believes that the competitiveness of our production operations
has improved. This plus an open market in Vietnam and the current
stable economic growth in the region have enhanced the confidence
of the operation team in promoting sales and further expanding into
different business sectors. As the Group enters a benign phase of
the business cycle, it has observed positive signs of an upswing as
its operation develops and advances. Recognising the ever-changing
operating environment, the opportunities presented to the Company
as well as the responsibilities it shoulders, the management at all
levels will execute the operational strategies set by the Group in
a proactive, pragmatic and prudent manner. In this way, acting in
concert our colleagues will advance the Group's business to greater
heights as well as generate more fruitful returns for shareholders.

By Order of the Board
Yang, Tou-Hsiung
Chairman

Hong Kong, 29 March 2016
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