In 2016, the recovery of the global economy continued to be
sluggish, mainly because the pace of growth of developed
countries including the US, Japan and Europe fell below
expectations, the PRC economy has undergone a fundamental
shift, political and economic conditions in Europe and the
Middle East were unstable and the growth momentum of
emerging markets slowed down. In addition, uncertainties
brought by the course of Brexit after the referendum in June
and other variables in the global economy have affected
the financial markets, global trading and the confidence of
consumers and investors. In 2016, global economic growth
dropped to 2.4%, the lowest since the global financial tsunami
in 2008.

Vietnam's Gross Domestic Product (GDP) grew 6.21% in 2016,
lower than 6.68% in 2015, mainly due to weather change.
In the first half of the year, Vietnam suffered from severe
drought and soil salinisation, hence forestry and aquaculture
only increased 1.36%, the lowest in five years, which dragged
down the overall GDP growth. During the year, the Consumer
Price Index (CPI) in Vietnam climbed to 2.66%, with prices of
food and beverage products up around 2%. Besides, Vietnam
recorded a trading surplus with foreign capital flowing into the
country, so its foreign exchange reserve surged to a historical
high of US$41 billion, which can help to stabilise the exchange
rate of the Vietnam Dong. The country’s economic growth
target for 2017 is 6.7%, and is expected to exceed the growth
in 2016.

The Group's revenue for the year under review amounted
to approximately US$327,640,000, which was US$181,000,
slightly lower than in the previous year. Its gross profit of
US$79,030,000 leaped 30.2% or US$18,327,000 above the
previous year with overall gross profit margin up from 18.5%
of the pervious year to 24.1% in 2016. The Group's net profit
for the year also surged US$10,403,000 or 87.9% year-on-year
to US$22,233,000 with net profit margin up from 3.6% of the
pervious year to 6.8%. The profit growth during the period was
mainly attributable to: 1) stable material and energy costs, 2)
continuous strengthening of the brand and channels, and 3)
a higher export market share. These factors are also likely to
bolster the Group’s operating performance in 2017. Although
material and energy costs are expected to rise and in fact have
slightly increased, the Vietnamese government has signed
several free trade agreements. As the market has increasingly
become more open, the economy in Vietnam is expected to
rebound gradually. Therefore, the Group will strive to maintain
steady performance in its operations, and the management is
prudently optimistic about its business prospects in the near-
term future.
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Management Discussion and Analysis
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BUSINESS ANALYSIS

 BRSWH

Sales Analysis by Market (=) MEBEHEDIN
Unit © US$'000 B FET
2016 2015 Difference
—E-xfF 1% E2
Amount % Amount % Amount %
Area HE x| % x| % x| %
Vietnam i 160,615 49.0% 169,527 51.7% -8,912 -5.3%
Japan AR 66,793 20.4% 64,176 19.6% 2,617 4.1%
The PRC i 31,853 9.7% 34,480 10.5% -2,627 -7.6%
ASEAN L) 32,422 9.9% 28,992 8.8% 3,430 11.8%
QOther regions Hip 35,957 11.0% 30,646 9.4% 5,311 17.3%
Total CHI 327,640 100.0% 327,821 100.0% -181 -0.1%
1. Vietnam 7 BT

During the year under review, the Group’s
turnover in Vietnam market dropped by 5.3% or
US$8,912,000 to approximately US$160,615,000.
The sales of modified starch and amylase products
increased this year, but other products were
continuously imported from overseas, so the market
prices were chaotic with intense competition
and the average selling price of various products
declined as a result. The extended influence of
El Nino in the previous year leading to drought
and soil salinisation in different places in the first
half of the year has caused considerable damage
to the crops in Vietnam, and drastically affected
local agriculture. The Group's fertiliser and feed
product sales in Vietnam have notably decreased as
a result when compared with that of the previous
year. These developments have trimmed down the
revenue, and the share of Vietnam market dropped
from 51.7% in 2015 to 49.0%.
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Sales Analysis by Market (continued)

2.

Japan

The Group's revenue from the Japan market
increased in the second half during the vyear,
and total revenue for the year was up 4.1% or
US$2,617,000 to US$66,793,000 year-on-year. The
major reasons for the increase were the Group's
efforts to leverage stable customer relationships,
commit to product quality and secure new
customers. Hence, the proportion of revenue from
the Japan market to total revenue reached 20.4%
during the year, higher than 19.6% in the previous
year, and the country remained as the second
largest geographic sales market. The Japanese yen
was highly volatile during the year due to concerns
about Brexit and the result of the US presidential
election, the Group will pay close attention to the
fluctuations and trends of its exchange rate in the
future.

The PRC

Revenue from the PRC market reached
US$31,853,000, representing a decrease of
US$2,627,000 or 7.6% from the previous year. Its
share in the Group’s total revenue reduced from
10.5% in the previous year to 9.7%. The decrease
in revenue in this market was due to the combined
effect of slower economic growth, sluggish sales
and decrease in product selling prices, which have
affected the overall revenue accordingly.

ASEAN member countries

In the ASEAN market, excluding Vietnam, revenue
increased by 11.8% or US$3,430,000 in the
previous year to US$32,422,000 during this year,
and its proportion of the Group's total revenue
increased from 8.8% to 9.9%. The Group's
efforts to consolidate market channels, actively
secure new markets and customers and the
free trade agreements among ASEAN member
countries gradually yielded benefits and enhanced
competitiveness, and all of these factors have
combined to boost the sales and ultimately the
Group's revenue.
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Sales Analysis by Market (continued)

5.

Other regions

Revenue from other regions totaled US$35,957,000
during the year, representing an increase of 17.3%
or US$5,311,000 from US$30,646,000 in the
corresponding period of the previous year. The
proportion of this segment of the Group's total
revenue increased from 9.4% to 11% mainly due
to the growth in the US and other new markets.
Among the products sold in these markets, except
for MSG-related products, new products including
maltose and fertilisers began to bear fruits, thanks
to the efforts in securing new customers.

Sales Analysis by Product
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Unit : US$'000 B FET
2016 2015 Difference
ZE-RE —E-1F ot
Amount % Amount % Amount %
Products E| ¢8 % 2% % k| %
MSG/GA KiE/ AaH 228,893 69.9% 230,344 70.3% -1,451 -0.6%
Modified starch/Native —Z 4B,/
starch RARB 40,393 12.3% 38,628 11.8% 1,765 4.6%
Specialty chemicals FER 22,518 6.9% 22,557 6.9% -39 -0.2%
Fertilisers and EREER
feed products 15,613 4.8% 19,782 6.0% -4,169 -21.1%
Others Hith 20,223 6.1% 16,510 5.0% 3,713 22.5%
Total @t 327,640 100.0% 327,821 100.0% -181 -0.1%
1. MSG and GA 1 Bk I A& %

Revenue of MSG and GA amounted to
US$228,893,000 during the year, 0.6% or
US$1,451,000 less than the previous year. The
decrease in revenue was mainly attributable to
a larger volume of imported goods into Vietnam
leading to keen market competition and lower
average selling prices, thus eventually notably
affecting the revenue. However, the Group recorded
growth to varying extent in overseas markets
including the US, EU, ASEAN and Japan. In all, this
product’s proportion in overall revenue marginally
dropped from 70.3% of the previous year to 69.9%
in 2016.
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Sales Analysis by Product (continued)

2.

Moditfied starch/Native starch

The Group's starch (both modified starch and native
starch) recorded a revenue of US$40,393,000
during the year, up by 4.6% or US$1,765,000
in the previous year, mainly due to stable
production costs and the positive results from
new product development and new customers.
Sales of modified starch recorded growth in many
geographic markets. Thanks to the increased sales,
its proportion within the Group’s total revenue
increased from 11.8% to 12.3%.

The amylase business that the Group launched
in recent years has become the star product,
generating a revenue of US$10,814,000, soaring
60.5% or approximately US$4,075,000 higher than
the same period of the previous year. The increase
was mainly because its product quality gradually
gained recognition from current customers as well
as the Group has also successfully secured new
customers which served to boost the sales.

Specialty chemicals/Fertilisers and feed products
Specialty chemicals including hydrochloric acid,
soda and bleach are principally sold in the Vietnam
market. The revenue from specialty chemicals
during the period amounted to US$22,518,000
slightly decreased by 0.2% or US$39,000 year-
on-year and the contribution to the Group's total
revenue was maintained at 6.9%. During the year,
all industries in Vietnam were affected by the
slowing economic growth which also directly hit
the demand of fundamental chemical raw materials
and especially the import of similar products. This
has led to an imbalance in supply and demand
and erratic fluctuations or drops in prices which
eventually affected the revenue of related products.
However, the trend has improved in the fourth
quarter, together with the gradual recovery in the
sentiment in Vietnam of the economy has driven
the recovery in demand for basic chemicals. The
year-on-year growth in sales volume of these
products also indicates that there is room for
growth in the specialty chemicals sector. The
turnover of hydrochloric acid during the period has
been US$5,881,000, representing an increase of
0.6% or US$38,000. Turnover of soda decreased by
0.9% or US$123,000 to US$14,039,000.
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Il. BUSINESS ANALYSIS (continued)

Sales Analysis by Product (continued)
3. Specialty chemicals/Fertilisers and feed products

(continued)

In the first half of 2016, some regions in Vietnam
suffered from drought and soil salinisation due to
the unfavorable weather. Demand for fertilisers
dropped sharply within a short period of time and
resulted in excess supply in Vietnam’s fertilisers
market. Increase in imports of similar products has
also led to more severe price competition and the
eventual substantial decline in the market price of
fertilisers in Vietnam. The international sales market
was also affected by similar price competition. All
of these factors have led to the Group's fertilisers
and feed products substantially decrease in
revenue. Revenue of the products during the period
amounted to US$15,613,000, representing a year-
on-year decrease of 21.1% or US$4,169,000. Its
contribution to the Group’s total revenue also
dropped from 6.0% to 4.8%.

Illl. MAJOR RAW MATERIALS/ENERGY OVERVIEW

1.

Cassava/Starch

More farmers in Vietnam have expanded cassava
plantation areas because the price of rubber has shown
a greater decline during the year under review. The
plantation areas in Vietnam’'s neighbour Cambodia
have also expanded, this together with the upgrade
in plantation technologies have resulted in the rising
production volume of cassava, therefore, the Group also
imported raw materials from Cambodia. Although the
overall cassava supply in Southeast Asia has increased,
the oversupply of corn grain in the PRC and other factors
have led to weaker demand from the country for the
import of cassava raw materials, and eventually affected
the mass export of cassava materials from Vietnam to the
PRC. The price of cassava starch has therefore dropped
considerably.
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Illl. MAJOR RAW MATERIALS/ENERGY OVERVIEW

(continued)

2. Molasses/Sugar source

After suffering from oversupply and a substantial price
drop over a few consecutive years in the global sugar
manufacturing industry, the global sugar market finally
experienced a supply shortage due to climate change
and a subsequent adjustment in the production volume
in the industry in 2016. The production volume of major
sugar manufacturing countries such as Thailand, Brazil
and India has also been reduced. Prices of raw sugar
rose to their highest level in recent years. The change
in the sugar manufacturing industry also affected the
production capacity and price of molasses and amylase.
Looking at 2016/2017, the normal climate condition
would see a possible increase in production volume in
various countries, and the market will realise a balance in
supply and demand while the price of sugar will be less
volatile. The Group will continue with its strategies of
securing stable sugar sources, looking for those sources
which can be used as raw material and adopting flexible
procurement procedures so as to ensure a stable supply of

these raw materials.

3. Energy

The energy price has rebounded after hovering at low
levels for a long period of time. The price is expected to

gradually rise in the future.

As for coal, the Group's core fuel for production, after
attaining the high level of more than US$130/tonne, the
global coal price has been dropping sharply to a trough
of about US$40/tonne in February 2016. A direct reason
for the decline was the breakthrough in exploitation
technology for shale gas in the US, which has directly and
indirectly dragged down crude oil prices to a great extent.
The deep-rooted causes of the decline included the excess
supply and weak demand in key markets including the US
and Europe. However, in the second half of 2016, factors
such as the closing or reduction of production by some of
the international production facilities, the PRC's policy to
reduce inventory days and the international energy price
have alleviated the imbalance in supply and demand in
the coal market. The market has started to show notable
improvement since the second and third quarter in 2016.
And after experiencing a long period of decline, the price
of coal has rebounded sharply and the Group expects the

price to continue to rise in 2017.
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I1l. MAJOR RAW MATERIALS/ENERGY OVERVIEW
(continued)

3.

Energy (continued)

The wholesale price of electricity in Vietnam has increased
2% to 5% in 2016, which was mainly attributable to
the increase in coal prices and the strong US dollar in
late 2016. The price of electricity is expected to rise in
2017 as well. Nevertheless, the Group has reduced the
purchase of external electricity and increased the use
of self-generated electricity since the adoption of the
co-generation power system. Consequently, the rise of
electricity charges has only posed a minimal impact on
the Group’s operations.

IV. FINANCIAL REVIEW

1.

Liquidity and Financial Resources

As at 31 December 2016, the Group had cash and short-
term bank deposits of US$88,497,000, US$24,977,000
or around 39.3% higher than at the end of 2015. Short-
term bank borrowings decreased by US$10,493,000 or
around 45.4% to US$12,620,000 compared to the end of
2015, while mid-to-long-term bank borrowings declined
by US$4,423,000 or around 15.5% to US$24,190,000.
Total bank borrowings amounted to US$36,810,000,
US$14,916,000 or around 28.8% less than that at the
end of 2016. The borrowings were mainly denominated
in US dollars, which accounted for 98.6% of the total,
with the remaining 1.3% denominated in New Taiwan
dollars. The proportions of short-term and medium-to-
long-term bank borrowings were 34.3% and 65.7%
respectively. Net interest expenses during the year
dropped by about US$148,000 from the corresponding
period of the previous year.

Trade receivables for the period were US$27,993,000,
representing a decrease of US$1,870,000 or around 6.3%
when compared with the end of 2015. Around 93.0%
of the trade receivables were due within 30 days. Total
inventory was US$65,282,000, down by US$14,755,000
or around 18.4% when compared with the end of 2015.

The gearing ratio (total borrowings to total capital ratio)
was 13.2% during the year, which was lower than
18.9% in the end of 2015 due to the decline in bank
borrowings. And as cash was higher than borrowings, the
Group’s net gearing ratio (total borrowings less cash and
deposits to total capital ratio) was -18.5%, a further drop
from -4.3% at the end of 2015.
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Liquidity and Financial Resources (continued)
Current liabilities decreased sharply because of a decrease
in short-term borrowings, so current ratio rose from 3.8
at the end of 2015 to 4.0, while the quick ratio increased
from 2.1 to 2.7. The financial position of the Group
remained sound.

Capital expenditure

During the year, capital expenditure amounted to
approximately US$12,153,000, US$1,143,000 lower than
the capital expenditure of US$13,296,000 recorded in the
pervious year.

Exchange rate

During the year, many foreign companies made
investments in Vietnam based on their strong confidence
in the future development of the country, and the
investment capital inflow by way of foreign direct
investment (FDI) was impressive. The annual foreign
exchange reserve of Vietnam reached a historical high
of US$41,000,000,000, which has provided the Vietnam
Dong support to maintain a stable exchange rate of the
currency to the US dollar. The State Bank of Vietnam
has adopted a new exchange rate management system
since 4 January 2016, in which it adjusted the daily fixed
exchange rate of the day based on the domestic and
overseas economic conditions of the day. This system has
made the Vietnam Dong less vulnerable to the external
impact and the foreign currency speculative activities.
Consequently, the Vietnam Dong was relatively stable
when compared with other currencies in the first half of
the year. Since the second half of the year, the currency
was also affected by the depreciation of the RMB,
anxieties about Brexit and the US presidential election in
November as well as the interest rate hike by the Federal
Reserve in December. The sharp increase in the value
of the US dollar has inevitably led to the depreciation
of the Vietnam Dong, but the exchange rate remained
relatively stable when compared with other currencies.
The Vietnam Dong only depreciated against US dollar
by 1.1% to 1.2% in 2016. The State Bank of Vietnam
expects the imports into the country will continue to
grow in 2017, but exports will tend to drop due to the
comparatively weak competitive position of the Vietnam
Dong against other currencies and could potentially
cause the trade deficit. The international trade cash flow
will also affect the exchange rate of the Vietnam Dong
and the currency is generally expected to show a slight
depreciation in 2017.
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IV. FINANCIAL REVIEW (continued) M- RO (#)
3. Exchange rate (continued) (Z) EX(H)
The Group's subsidiaries in the PRC are mainly for SEFEEREFRABAEZUFEER
domestic distribution and the transactions there are AEEARE RHEUNARBTE-
denominated in RMB. During 2015, the median exchange —E-RAFARBTEERFERE
rate of the RMB depreciated by 6%. Stepping into 2016, 6% AT —NF AREEHZE
the RMB-USD exchange rate was better managed, with TEXREEAZIENEE —FE
only a moderate increase recorded in the first quarter NMEFHE - BE ZFE XHRBARL
while it started to depreciate again in the second quarter B-EREMBARERBERS &
of the year. It further depreciated after the result of the BE—FMNElc T —RNFARBE
Brexit referendum in the UK was announced. The RMB BRI — A hmEAREKIERE
depreciation suffered the biggest fall in 2016 since the IR ARZERE =T —~F
RMB's huge depreciation in 1994. For the whole year TERE ARBRE6C6S - R%
of 2016, the RMB depreciated by 6.6%. Many experts ERRBR ZE—EFAREDNER
believe that trend of depreciation of the RMB will BB -

continue in 2017.

Approximately 50% of the Group’s revenue was in US SEZUAIS0% BETHA - EAX E
dollars. This could basically balance out the need for the A EEEETH K ERE RO AL
US dollars, so the potential exchange risk was relatively RIE - BEENEERTITESRE
low. The Group continues to closely monitor the changes HHER 2 @b WA sERE & E L
of exchange rates of various currencies and endeavours to BRBBARZERELX-

avoid exchange loss resulting from large volatility in the
operations as much as possible.

4. Dividends (M) RE
Basic earnings per share were 1.48 US cents. The Board NEAGREARBF 21.48F M- EE
has resolved to declare the payment of a final dividend of R E IR E MR B F0.837F AL - Ik
0.837 US cents. The dividend payout ratio was 100%. BER100% °
V. PROSPECTS " BE
Looking ahead to the development in 2017, amidst the RE_Z—+F HHE2HERFELH
changing global backdrop and economic shifts, global R E L - B AR B L RS 2 IR T
economic growth estimates are generally optimistic yet RIEAHRIFTBELELE BN HE
prudent. However, the overall economy and trade demand still BRI ERQEREESFRMDAILKIE
has not demonstrated a recovery to any great extent. There EHRY MuAREmEERNERD
is still excess production capacity and supply of products, AGEEBFRERAKOBER  BRHEE
while the price competition in the industry that the Group is HERDBFE LI BHEHERSEE
involved in is expected to continue. Moreover, the uncertainties ANERHE T RENZE  RROQEF
over the policies of the world’s major countries lead to more DECRERER SEREENKE
complicated economic conditions in the future, which in turn BENFEFEZTIREAEZ -

uncertainties to the operations of the Group.
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V. PROSPECTS (continued)

In recent years, the Group has reinforced its corporate
structure, secured stable raw material supplies, improved
production efficiency, stabilized production costs, enhanced
marketing and business development efforts and developed
new products, new markets and new customers and so on. As a
consequence, initial signs of improvement are evident. Despite
of facing numerous uncertainties in the future, the Group will
continue to adhere to its development strategies and adopt
measures to ensure such strategies are well-implemented,
including:

- Product lines will be restructured to raise the proportion
of high value-added products. The number of items
with low gross profit will be reduced to maintain the
reasonable product profitability.

- New products will be developed as the Group seeks out
new markets. It will increase the number of new agents
and customers, enhance the existing distribution channels
and maximise the branding efforts so as to further
reinforce the Group's business development.

- The Group will strengthen the procurement of key
materials in bulk quantities.

- The Group will continue to enhance production
technology in order to improve the production efficiency,
and at the same time continue to implement energy-
saving projects.

- The Group will develop customised production techniques
and enhance the production scale of new products by
more effectively utilising its resources, collaborating
with different industries and customers, and conducting
regular evaluations. More products from third parties will
be introduced to fulfill customers’ needs in a segmented
market and bolster offerings to niche markets.

- Based on the strategy of “co-opetition,” the production
base in Vietnam will be used to develop markets in
ASEAN and FTA nations. This complementary relationship
can develop relevant businesses with added value.
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V. PROSPECTS (continued) i RE(#)
- The Group will consider pursuing its market penetration - EERRBBERRZRUEERE AT
in ASEAN countries by setting up business footholds, so B EBEE FelEmmEig T
as to extend its business network from Vietnam, explore HmENE  FEEQRIMNFERE -

business opportunities for its products, broaden its brand
influence and eventually expand its business presence.

- By strengthening its financial management, the Group - LB EIE IR RGEE R
can enhance efficiency and optimise the asset utilisation WMOBEFRAEBA  LHR
rate. Steps will also be taken to mitigate the risk of SR SIREREE A ZE - MifE
foreign exchange and interest rate fluctuations amidst the E-FEHERERIE

increased turbulence in financial markets.

The Group will maintain flexible approaches at operating BEELERFEZERE SENKEET
level to cope with the rapidly changing business environment. BHRFBEBEEENTE IR RIEE §%’*
Apart from maintaining fundamental operations, the Group EARTEIN EHMIREMEFHAR

will also devote more efforts to formulating strategies for BREHREA - REE ﬁﬁ%?@t’ﬁﬁﬁ%ﬁ'
new environments. While there are challenges in the current MnEkeg BREHEEEARANL
situation, there are still opportunities. The management is AR BEHEENNTSERE WA
confident that by implementing strategies cautiously and BEREMBRES SEEEEE—F
prudently based on its solid business foundation and capturing B ZR B BB IR o

opportunities actively and efficiently, the Group will achieve
further breakthroughs and development in its operations.
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