Management Discussion and Analysis
EEENWR DM

I. BUSINESS OVERVIEW — RHBHWAE

Global economic growth in 2018 slowed down when compared
to 2017 as the year-on-year global GDP growth was roughly
flat. Different countries showed a mixed performance in terms
of economic growth, with the emerging economies generally
outperforming the developed countries. Apart from a few
products, the price of bulk commodities and various raw
materials had generally declined. However, the unemployment
rate was relatively low around the world as a whole. According
to statistics released by the International Monetary Fund (IMF),
among the major economies, in terms of GDP, only the US
saw an upward trend, while the Eurozone and Japan faced
a downslide. In the emerging markets, aside from very few
countries such as India and Vietnam, other economies slowed
down to varying degrees. Economic analysis reports mentioned
that, despite the international financial crisis showing signs of
easing, there are still risks of uncertainty. In particular, since the
second quarter of 2019, the Sino-US trade conflict has added
uncertainties to the global economy, trading and exchange
rates. Hence, how to maintain steady progress in the path of
recovery and making adjustment to maintain stable growth has
become the top agenda item on the economic policy of many
countries.

The GDP of Vietnam in 2018 reached 7.08%, the highest
in the past decade, exceeding the pre-set growth target of
6.7%. The GDP growth in both the first and fourth quarters
was above 7%, mainly attributable to the steady growth
of the manufacturing industry and personal consumption,
strong export and the inflow of foreign direct investment
(FDI). The average consumer price index (CPl) was 3.54%,
higher than that of last year. Total import and export trading
value set a new historical high of approximately US$482.2
billion. Total exports rose by 13.8% year-on-year while total
imports increased by 11.5%, resulting in a trade surplus
for the third consecutive year. Meanwhile, the inflow of FDI
amounted to US$19.1 billion, climbing to a new high for
the third consecutive year and representing a year-on-year
growth of 9.1%. The total capital arising from registration
of new enterprises with foreign investors, the increase in
capital injection and the acquisition of equity interest by
foreign investors together was approximately 99% of that in
2017. Foreign exchange reserves also jumped to a new high.
Vietnam's stock market outperformed other Asian countries,
reaching the highest investment by foreign capital of the past
three years. The interest rate and exchange rate still remained
within a stable range. The exchange rate of the Vietnam Dong
against the US dollar depreciated only slightly by 1.8% during
the year. The economic growth in Vietnam in 2018 continued
to contribute to the outstanding performance, making the
country one of the most attractive investment destinations in
the Asia Pacific region.

14  vedan International (Holdings) Limited Ik BR (2B BRAF

20184 t FAC 1 R $2017F H R K&
B gt RGDPH R R H2017F K
FOoRBERBE A ERHELERER
EHEER - ARERESERDE R D
HEMIN ERERETE AW KEXRT
EINABEE FEMNEEEENSH - BERE
BESABIMINBEER T2LER
B RAXBEGDPHER EABE Bt E
AASHLHETERR METHR T
E -BEEHORE R H AL E TS
ETRARENERE - ZBEESTREY
REEABERSBEHEDBEN B
GHE-ETHERR SEEF_FiE.
FELGERGEIEHE B 5 H0E Kig
ANEZEE WA EERERE SRS
K- HAEEEUEBEER KASEHE
BHENE EES-

HWF2018F GDPHE K K i£7.08% * Bl 10
FEf - BBEETHEBEEZE67% Hi-
FE-—FEHFNEEZHGOPE REEIHA
7% EEXERBEEELABENE
FEE B O KRB EZKRE D)
A e F I B Y {E 15 H(CP)&K20174F
FR3.54% N OB S @A T E S
= AEA822ER T HR BRI IER
13.8%  #f DB RI11.5% BEF =
FEREH)EE - FSFDIE & BN KFE
=FRITHLE B191EET BHiER
9.1% - MANEIEE RGBT  1E 0
AERBIERESESETENA2017FH
99% < HNEFRITAIFT & - B BE KR
MEDMERF —BFH INEEI T L=
FRENBEBE M) REERDER
BE WEBELELEFEMIZ.8% i
MEI2018F & RIFEME R RIA -
KAEAMERAWRS AWK EME 2

— o



Management Discussion and Analysis
EEENWR D

I. BUSINESS OVERVIEW (continued) — RBEAB (W)

While the growth of the global economy slowed down, various
economic indicators in Vietnam showed an outstanding
performance. This was also accompanied by more intense
competition and the rise in raw material and energy prices.
The Group saw both growth and decline in its main products.
For instance, the growth in market demand for specialty
chemicals, fertilisers and feed products pushed up revenue
and gross profit, while the rising costs of energy and main
raw materials led to a drop in gross profit of MSG, modified
starch and maltose products despite the Group recorded an
increase in revenue in these products. In 2018, the Group's
revenue increased by 10.5% or US$33,967,000 year-on-
year to US$356,772,000, gross profit decreased by 0.9% or
US$639,000 year-on-year to US$67,498,000, while the overall
gross profit margin was down from 21.1% in 2017 to 18.9%.
The Group’s net profit declined by 7.2% or US$1,344,000 year-
on-year to US$17,394,000, with net profit margin down from
5.8% to 4.9% year-on-year. To cope with market competition,
the cost increased could not be fully reflected in the selling
prices. Hence, cost climbing higher than the increase in product
prices led to a slight decrease in the Group’s profit despite the
growth in revenue recorded during the year.

It is generally forecast that the global economy will continue
to show a sluggish growth trend in 2019 and will still face
uncertainties caused by the policies of major nations. Apart
from the changes to the Sino-US trade friction, the political
tension arising from Brexit and populism, the effects of extreme
weather and the conflicts in the Middle East and South Asia,
the economic factors such as the possible continued interest
rate hikes in the US, the implementation of supply-side
structural reform in the PRC as well as the rising energy prices
will also add uncertainties which may affect economic growth.
On the contrary, in Vietnam, the government has actively
participated in the consolidation of the regional economy. It
has benefitted from the introduction of FDI facilitated by, for
example, the Comprehensive and Progressive Agreement for
Trans-Pacific Partnership (CPTPP) and the European Union’s free
trade agreements (FTA). Vietnam has also benefitted from the
shift of investment from foreign investors to the country to
avoid the trade tensions. However, it still has to face the risks
caused by the Sino-US trade disputes and non-tariff barriers
for export products. Amid such changes, the Group will remain
prudent and will formulate and execute flexible action plans to
respond to the challenges of the business environment. It will
endeavour to expand to new businesses, develop new products
and new markets, control production costs and review its
strategic alliance, in a bid to achieve further breakthroughs and
development.
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BUSINESS ANALYSIS
Sales Analysis by Market

- EESW
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sentiment in Vietnam, the market consumption
power there increased. As such, the Group's
revenue from the market rose by 9.1% or
US$14,767,000 year-on-year to approximately
US$177,753,000. The increase in revenue was
mainly attributable to the Group’s mounting of
vigorous sales promotions and other business
activities for MSG and seasonings to boost sales
volume. The sales and selling prices of soda,
modified starch and maltose increased due to the
growth in market demand, which resulting in the
rise in revenue. At the same time, selling price of
fertilisers and feed products was adjusted upward.
The revenue rose despite a drop in overall sales
volume. The Group also actively developed new
special fertiliser products. As revenue from other
markets increased, the share of the revenue from
the Vietnam market decreased slightly to 49.8% of
the Group’s total revenue from 50.5% in 2017.
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Unit: US$'000 B FET
2018 2017 Difference
—E-N\F —T—tF ER
Amount % Amount % Amount %
Country B X kx| % Gk % x| %
Vietnam eifE] 177,753 49.8% 162,986 50.5% 14,767 9.1%
Japan BA 63,015 17.7% 64,199 19.9% (1,184) (1.8%)
PRC H 39,004 10.9% 29,056 9.0% 9,948 34.2%
ASEAN REBER 31,593 8.9% 31,792 9.8% (199) (0.6%)
us xE 20,327 5.7% 16,761 5.2% 3,566 21.3%
Others Hip 25,080 7.0% 18,011 5.6% 7,069 39.2%
Total =H) 356,772 100.0% 322,805 100.0% 33,967 10.5%
Vietnam BT
Vietnam is the largest market of the Group. In WEARNEEE-—KRmiG:
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BUSINESS ANALYSIS (continued)

(1)

Sales Analysis by Market (continued)

2.

Japan

Japan is the second largest market of the Group.
The performance of the market declined during
the year, mainly due to the slower-than-expected
recovery of the Japanese economy and the
competition in the MSG product market. Thus, to
maintain a stable performance in this long standing
market, the Group has adopted a more flexible
sales strategy which led to a drop in revenue.
Revenue from modified starch and fertiliser and
feed products rose due to the increase in the selling
prices of these products to maintain a reasonable
profit. In Japan, apart from MSG, the Group’s active
efforts to develop and expand the modified starch
segment also made a noteworthy contribution to
the performance during the year. Revenue from
the market amounted to US$63,015,000 during
the year, representing a decrease of 1.8% or
US$1,184,000 from 2017. The share of revenue
generated from Japan accounted for 17.7% of
the Group’s total revenue, slightly lower than the
19.9% recorded in 2017.

The PRC

Revenue from the PRC market increased by 34.2%
or US$9,948,000 to US$39,004,000 during the
year. Its share of the Group’s total revenue climbed
from 9.0% in 2017 to 10.9%. The changes in the
sales volume and selling price of the MSG market
during the year resulted in the rise of sales volume
and selling price of MSG. The demand for modified
starch, fertiliser and feed products increased, which
led to a year-on-year growth in sales volume and
revenue. Moreover, the trading of the distribution
products in the PRC market developed by the
Group in recent years saw a gradual growth during
the year, which drove the increase in revenue.
Consequently, the sales of the PRC market jumped
significantly when compared with last year.
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Il. BUSINESS ANALYSIS (continued)
(1) Sales Analysis by Market (continued)

4

ASEAN member countries

During the year, revenue from ASEAN member
countries, excluding Vietnam, modestly decreased
by 0.6% or US$199,000 year-on-year to
US$31,593,000. Its contribution to the Group's
total revenue was down from 9.8% to 8.9%. The
decrease was mainly because the revenue growth of
MSG in the ASEAN market was below expectation.
Sales volume of its customers dropped due to the
continued price competition of MSG, leading to
the decrease of revenue. However, the revenue
of modified starch, fertiliser and feed grew due
to the greater demand for these products. The
ASEAN market is a major long-term development
focus of the Group. A subsidiary was thus set up in
Cambodia by the Group in the second half of 2018,
which will, in the initial stage, focus on developing
the market and deploying related networks, and
will put more effort to develop the market by
strengthening sales and promotion of different
products. The subsidiary is positioned as a base for
further development, and is expected to facilitate a
breakthrough in the growth in ASEAN market.

The US

Revenue from the US market reached
US$20,327,000 during the year, representing a
rise of 21.3% or US$3,566,000 from 2017. The
proportion of its revenue from the market increased
to 5.7% from 5.2% in 2017. The improvement
was mainly attributable to the increase in sales
volume of MSG. Also, driven by a higher shipment
of maltose in the second half of the year to cater to
the demand, sales performance of this product was
better than the same period last year. Besides, the
Group is actively developing new markets and new
clientele for organic maltose and modified starch.
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BUSINESS ANALYSIS (continued)

= BxoWm (@)

(1) Sales Analysis by Market (continued) (=) MEGHED W (&)
6.  Other regions 6. At
Other regions mainly include Taiwan, Korea and HtFE A E #BE KK
the European Union (“EU"). Total revenue rose by BW%E AFEFEKE
39.2% or US$7,069,000 during the year amounting 25,080,000k 7T ' L F & K
to US$25,080,000. The growth in revenue was 0 E B iR RS B TR
mainly driven by higher sales of MSG and modified 2 g R FT - #2017 4F 3
starch. The share of the revenue from other regions hN39.2%3sk & #87,069,0003
increased to 7.0% of the Group’s total revenue TR R B S E5.6%IEE
from 5.6%. 7.0% °
(2) Sales Analysis by Product (Z) ER#EEIM
Unit: US$'000 B FTERL
2018 2017 Difference
—E-N\% B s R
Amount % Amount % Amount %
Item HHE ¢5 % &8 % &8 %
MSG and seasonings  WKiE+:AGk K 235,331 66.0% 223,612 69.3% 11,719 52%
Modified starch & EHRH+RA
native starch & maltose B +2 53 56,128 15.7% 44,182 13.7% 11,946 27.0%
Specialty chemicals FltEm 32,552 9.1% 29,012 9.0% 3,540 12.2%
Fertilisers and feed AR B
products 21,165 5.9% 18,425 5.7% 2,740 14.9%
Others A 11,596 3.3% 7,574 2.3% 4,022 53.1%
Total &3t 356,772 100.0% 322,805 100.0% 33,967 10.5%
1. MSG and seasonings 1. BKAEEL R

During the year, revenue from MSG and seasonings-
related products amounted to US$235,331,000,
representing a year-on-year increase of 5.2%, or
US$11,719,000. The revenue growth of MSG was
mainly owed to the rising of sales volume caused
by the strengthening of promotion and business
activities in Vietnam and the easing of import
competition between the PRC and Vietnam. Beside
revenue of MSG from Taiwan, the US and Europe
also increased. Notwithstanding the revenue from
Japan and ASEAN dropped in varying degrees, the
Group's revenue from MSG achieved a modest
growth. Generally speaking, the revenue growth
of MSG and seasonings-related products was less
than that of other products of the Group. The
contribution of these products decreased to 66% of
the Group’s total revenue from 69.3% in 2017.
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BUSINESS ANALYSIS (continued)

(2)

Sales Analysis by Product (continued)

2.

Modified starch/Native starch/Maltose

During the year, cassava, the raw material for
producing modified and native starch and maltose
products, was in serious supply shortage due to
a plague of pests on its plantations. The price of
cassava starch surged as a result of the jump in
market demand, leading also to the rise in both
the selling price and sales volume of the Group’s
cassava products. However, the growth in revenue
was not able to offset the growth in costs. During
the year, revenue from modified and native starch
and maltose products climbed 27.0% year-on-
year, or US$11,946,000, to US$56,128,000. Sales
of modified starch showed higher growth in
Vietnam, the ASEAN market, the PRC and Europe.
The sales volume and selling price of maltose also
improved due to a continuous increase in demand.
At present, the Group is actively developing and
expanding new products with higher added values,
including organic syrup and starch products as well
as new markets. Growth is expected in this segment
in the future.

Specialty chemicals/Fertilisers and feed products
Specialty chemicals including hydrochloric acid,
soda and bleach are sold in the Vietnam market.
During the year, the Vietnam economy continued to
grow steadily resulting in the increasing demand for
basic industrial chemicals. Revenue from specialty
chemicals was up by 12.2%, or US$3,540,000,
year-on-year from US$32,552,000 during the
year. Its proportion of the Group’s total revenue
increased from 9.0% to 9.1%. At the same time,
global demand for soda products increased but
supply was reduced. This translated into a higher
sales volume and selling price and thus higher
revenue for the Group. As for hydrochloric acid, the
relatively large proportion of output used internally
by the Group during the year, together with the
price competition with imported products and
local manufacturers combined to cause the drop
of selling price and sales performance. The Group
has carried out the expansion plan for specialty
chemicals production facilities to boost the growth
of this product.
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BUSINESS ANALYSIS (continued)

(2)

Sales Analysis by Product (continued)

3.

Specialty chemicals/Fertilisers and feed products
(continued)

During the year, the price of fertilisers and feed
products were adjusted according to market
conditions and a growth and drop in selling prices
and sales volume were seen. Overall, revenue of
this segment climbed resulting partly from the
stronger demand from the PRC market which drove
up selling price, and partly from the Group’s efforts
to promote and develope new special fertilisers
and feed products and engage new agents in key
development zones and conducting a trial run on
farms. The Group’s revenue from fertilisers and feed
products increased by 14.9%, or US$2,740,000,
year-on-year to US$21,165,000 and its contribution
to the Group's total revenue rose from 5.7% to
5.9%.

Other products

Other products mainly include new products and
agent products that the Group distributes and
sells in Vietnam and the PRC. Revenue reached
US$11,596,000, up 53.1% or US$4,022,000 year-
on-year, making up 3.3% of the Group’s total
revenue, up from 2.3% in the past year. The growth
in revenue was attributable to the Group’s strategy
to promote new trade product, to form a special
sales unit and to strengthen the building of sales
channels. The substantial growth in sales volume
of products distributed in the PRC including coffee
beans, frozen food and wines was another reason
for the improvement in revenue.
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I1l. MAJOR RAW MATERIALS/ENERGY OVERVIEW = XEERH #iE#ER
1. Cassava (=) KZE

The area of cassava plantations were reduced in Vietnam,
Thailand and Cambodia during the 2017/2018 harvest
period. This, plus the pest attack on the crops at this
time resulted in an ongoing cassava supply shortage,
substantially pushed up the price of raw materials of
cassava and starch. Due to the change in farmers’
plantation habits, effects of climate change and market
competition, it is expected that the supply of new
material cassava will continue to be affected in 2019. As
a result, the production of the Group’s cassava starch-
related products will face challenge. Hence, in addition
to relying on information links to secure raw material
supply sources, the Group will also strive to implement
its procurement strategy effectively and form strategic
alliances with supply channels to ensure the access to
stable raw material supplies.

Molasses

The global sugar market experienced a supply shortage
in 2016/2017. Sugar production reached a new high in
the 2017/2018 harvest period while demand fell. Hence,
the price of molasses stabilised in 2018. According to the
report issued by the International Sugar Organisation,
the excess global supply of sugar would compensate for
a reduction in production volume of 2,000,000 tonnes
by key sugar producing countries in 2018/2019. In 2019,
as Brazil continues to use more sugar cane to produce
ethanol, India remains vulnerable to adverse climate
conditions and pest attacks, the EU is reducing the
sugar plantation area, Thailand continues to implement
a biomass energy business plan, as well as the food
and beverage producers are reducing sugar content in
their products to meet the rising health awareness of
consumers, therefore production and export volume of
sugar may continue to drop. As for molasses, the Group
needs to monitor various factors that are expected to
slightly push up the price of molasses including plantation
area, climate change and biomass energy policy.
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Ill. MAJOR RAW MATERIALS/ENERGY OVERVIEW
(continued)

3.

Energy

The global energy landscape has changed drastically in
2018. Among the oil producing countries, the US shale
oil industry experienced rapid growth and increased crude
oil production in 2018. Greater fluctuations in petroleum
prices made renewable energy more competitive. The
coal market has also recovered from the in-depth global
adjustments conducted in preceding years. In 2018,
except for countries in Europe and the US, all other major
coal producing countries maintained their growth in coal
production volume. A report issued by the International
Energy Agency (IEA) stated that although developed
countries are reducing the use of coal, emerging
economies represented by India, Indonesia and Vietnam
still have huge demand for coal as a means to quickly
enhance power generation. Thus, coal price is expected
to remain at a high level.

With regard to electricity price, the Vietnam Government
continued to implement policy to stabilise related prices
in 2018 which is essential for supporting steady economic
growth and a stable inflation rate. However, as Vietnam
has already achieved the goal of controlling its inflation
rate at below 4% in 2018, the country has decided to
adjust the electricity price in the second quarter of 2019.

IV. FINANCIAL REVIEW

(1

Liquidity and Financial Resources

The Group had cash and cash equivalent, short-
term bank deposits, and structured bank deposits
of US$58,445,000, US$11,200,000 or about 16.1%
less than that at the end of 2017. Short-term bank
borrowings increased year-on-year by US$1,590,000 or
about 21.0% to US$9,173,000. The decrease in bank
deposits and rise in short-term bank borrowings were
mainly due to the increase in procurement of agricultural
products to ensure stable raw material sources and prices.
Long-term bank borrowings declined by US$821,000 or
around 3.0% to US$26,993,000. Total bank borrowings
amounted to US$36,166,000, US$769,000 or around
2.2% more than that at the end of 2017. All of the
borrowings were denominated in US dollars. The
proportions of short-term and long-term bank borrowings
were 25.4% and 74.6% respectively. During the period,
net finance income of US$97,000 was recorded in 2018
while US$49,000 was recorded in 2017.
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IV. FINANCIAL REVIEW (continued)

(1) Liquidity and Financial Resources (continued)

- MBOE (&)
(=) RBESHMBHER (K)

Trade receivables were US$33,151,000, representing
an increase of US$1,500,000 or around 4.7% when
compared with that in the end of 2017. Around 63.5%
of the trade receivables were aged within 30 days. As at
31 December 2018, total inventory was US$91,102,000,
up by US$8,234,000 or around 9.9% when compared
with that in the end of 2017. The increase in inventory
was mainly attributable to the growth in the Group’s
finished products and raw materials for production in
January 2019.

As a result of the slight increase in both bank borrowings
and equity ratio, the Group’s gearing ratio (total
borrowings to total equity ratio) was 12.6%, nearly the
same as the 12.5% recorded at the end of 2017. With
cash on hand exceeding borrowings, net gearing ratio
(total borrowings less cash and deposits to total equity
ratio) was negative in both 2017 and 2018.

Current liabilities for the period increased at the increase
of short-term borrowings and payables, the Group’s
current ratio slightly decreased from 3.8 in the end of
2017 to 3.3 in 2018, while the quick ratio declined
from 2.2 in the end of 2017 to 1.8 due to the increase
in inventory. Although both the current ratio and the
quick ratio dropped, the financial position of the Group
remained sound.

Capital expenditure

During the period, capital expenditure amounted to
approximately US$25,520,000, US$4,981,000 higher
than the capital expenditure of US$20,539,000 recorded
in2017.

24  vedan International (Holdings) Limited Bk EIEE (28%) AR AR

fE U E 51k 3 A33,151,000% 7T
20174 X 4% 501,500,000 7T -
#14.7% + 30K HA 71 JEE R OR B 49
63.5% o 17 E 4871201812 A31
HA91,102,000% T * B2017F &
# 118,234,000€ 71 - #99.9% - F &
BNEZERHANEBAA MG MNEL
20191 AEEMTR Z RV EHE InFr
ﬁo

HEREBRRERSEREM &
REEL (BERERE#ER) B
12.6% * Z 201 7FEHI12.5% ©
RESERNER FERAEL (4
EBEXNBREMEREBREETS) R
20176 EH2018F F AA R -

HAPY - 50 HAE SR E S SRIBE I B BR
MEBEEIG N ME L R2018F K
533 BIKR2017F K 23.8 - &R E
LR ETFRE M H2017F K 22.2
FRR1.8 HARNE L RMME L K
BT BBy BEEDEERZ-

BEAXZH
BHANERETHE%25,520,000
ELCE2017TFERZTH M
20,539,0003 Jt 3% 14,981,000%
FEo



Management Discussion and Analysis

EEENRR DN

IV. FINANCIAL REVIEW (continued)

(3)

(4)

Exchange rate

In 2018, Vietnam achieved the highest economic growth
in the current decade with a record high import and
export trading volume, foreign exchange reserves and
foreign direct investment capital adequacy ratio. All these
factors were favourable to stabilising the exchange rate of
the Vietnam Dong. The State Bank of Vietnam announced
that the Vietnam Dong depreciated by 1.78% in 2018,
from 22,425 Vietnam Dong/US dollar in the end of 2017
down to 22,825 Vietnam Dong/US dollar in the end of
2018. But the depreciation of the Vietnam Dong was still
far lower than other currencies. In 2018, affected by the
escalation of the Sino-US trade dispute, the exchange
rate of the RMB continued to fall which also caused the
Vietnam Dong to depreciate. The bank rate in December
was more than 23,100 Vietnam Dong to US$1. However,
experts believe the depreciation pressure on exchange
rates will be lessened as the PRC and US will continue to
negotiate over trade issues in 2019 and which seems to
have taken a favourable turn. That plus the inflation rate
in Vietnam being under control in the past few years have
led to a general expectation that the depreciation of the
Vietnam Dong will only be mild.

The Group’s subsidiaries in the PRC are mainly responsible
for local sales with transactions denominated in RMB.
The RMB exchange rate appreciated by 6% against the
US dollar in 2017. The trend of the RMB exchange rate in
2018 was basically stabilized, followed by depreciating.
In mid-to-late April, the exchange rate between the RMB
and the US dollar fell due to the escalation of Sino-US
trade friction, the strong rebound of US dollar indices,
quicker depreciation of the currencies of the emerging
markets, continuous fermentation of global disputes and
the slowdown in PRC economic growth. The RMB and
the US dollar fell by a total of 4.9% in 2018. The PRC
could face greater impact if the Sino-US trade war lasts
longer. Therefore the Group will keep a constant watch
on changes in the exchange rates of the RMB.

Earnings per share and dividends

Basic earnings per share were 0.94 US cents for the
period. The Board has resolved to declare payment of
final dividend of 0.265 US cents per share. The dividend
payout ratio was 60%.
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PROSPECTS

Looking ahead to 2019, though facing a changing global
backdrop and shifting economic trends such as the
uncertainties associated with the development of the Sino-
US trade issues and conflicts in certain regions, the Group
remains optimistic about the global economic trend. To address
the uncertainties and risks arising from the unstable supply
and prices of raw materials, excess production of a number of
products in the market and rapid change in industry operation
and competition, the Group will continue to strengthen its
development, cooperation with partners and innovation and
adopt effective measures to fuel market development and
achieve higher growth.

The Group has reinforced its business foundation in recent
years, striving diligently in various aspects including utilising
resources to lower costs, enhancing product quality and
production efficiency, maintaining long term and close
relationships with customers, expanding domestic and overseas
markets and developing new products, new markets and new
customers. These efforts have started to bear fruit. Looking
ahead, despite facing considerable operational uncertainties,
the Group will continue to adhere to and forcefully implement
its set development strategies to align its goals, mission and
strategies, in order to realise long-term development and
operational efficiency. These strategies include:

o Restructure the product lines to focus on core products,
with an aim to raise the proportion of high value-added
products and reduce the number of low gross profit items
to maintain overall profit of products at a reasonable
level.

o Actively develop new products and boost business in
new markets to enhance market positioning and brand
competitiveness; adjust its business structure, increase
the number of new agents, secure new customers and at
the same time enhance the existing distribution channels
and sustain and apply its brand influence, with the
objective of empowering overall business performance
and expansion.

° Explore procurement channels for raw material
diversification and strengthen its access to critical raw
material sources to provide flexibility.

o Continue to improve production technologies thereby
bolstering production efficiency, and also increase
capital expenditure in order to expand production of
high-potential products so as to maintain its industry
leadership and continue to promote the implementation
of energy-saving projects.
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V.

PROSPECTS (continued)

Draw on the Group’s own resources and innovations
breakthroughs from the execution of its strategies,
combine the strengths of industry peers and players in
other industries and strengthen the communications with
strategic partners; work closely with customers and gear
up for developing customised products so as to boost its
new product portfolio and expand the third party product
business to diversify product channels and marketing
strategies in order to meet the needs of customers in
niche markets.

Adopt the co-opetition strategy and use its production
base in Vietnam to actively develop ASEAN and Free Trade
Agreement (FTA) covered markets. The Comprehensive
and Progressive Agreement for Trans-Pacific Partnership
(CPTPP) that will take effect soon will also be conducive
to the development of relevant new high-value
businesses.

Consider extending its foothold in ASEAN countries and
continuing its development in these countries, expand
into other business segments with its core products,
extend its business and distribution network, create new
market opportunities, broaden its brand influence and
eventually expand its business presence.

Promote diversified marketing and business management
models to provide greater convenience and flexibility in
product distribution and information exchange, as well as
strengthen network marketing activities, marketing data
analysis and customer relations management.

Use financial management to devise strategies aiming to
enhance operations efficiency and also lower operations
costs and optimise asset utilisation rate, thus maximising
shareholder value. Steps will also be taken to carry out
effective capital management to mitigate the risk of
foreign exchange and interest rate fluctuations amidst
increased turbulence in financial markets.

Operating in a rapidly changing environment, the Group will
maintain flexibility in conducting its business and adjust its
strategic approach in order to maintain its competitiveness
and cooperative relations. Apart from tackling fundamental
operational tasks, the Group will also devote greater efforts to
implement strategies and target new business environments.
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While the current situation presents many challenges,
the Group also sees many development opportunities.
The management is confident that by implementing
strategies based on its existing operational foundation as
well as reviewing and implementing various strategies in a
prudent and proactive manner, the Group will be able to
seize more development opportunities in the industry and
realise operational efficiency to achieve breakthroughs and
advancement in its operations.
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