Management Discussion and Analysis

We experienced an unprecedented crisis in 2020, as COVID-19
spread across the world and brought significant changes to
countries worldwide. Global economies fell into recession,
with rising unemployment rates and borrowings. According
to the International Monetary Fund (“IMF"), global economic
growth for the year was —4.3%. In the PRC, strong domestic
demand supported economic recovery, making it the first large
economy to record positive growth in 2020, leaving other large
economies such as the US, the EU and Japan, new emerging
markets and developing economies in recession. However, it
is still uncertain whether global economic activities can return
to pre-pandemic levels. Besides, the prices of international
bulk commodities and oil plummeted started to rebound in
April, while weak market demand suppressed the prices of
consumer products. Economic experts expect that rising levels
of vaccination and further stimulus policies will be the keys to
economic recovery. However, as employment and inflation rates
remained at relatively low levels, the global economy will still
face challenges in the post-pandemic era.

Thanks to the effective containment of the disease, significant
foreign capital flew into Vietnam, and as a result the country’s
Gross Domestic Product (“GDP") grew by 2.91% in 2020.
While this does represent the lowest growth in nearly 30 years,
it is still exceptional compared with other countries around the
world. Total imports and exports amounted to approximately
US$543.9 billion, with a trade surplus of approximately
US$19.1 billion, the highest since 2016. The US was the largest
export market, with exports to the country having reached
approximately US$76.4 billion, representing a year-on-year
increase of 24.5%. Foreign Direct Investment (“FDI”) totaled
approximately US$28.53 billion, which dropped by 25% from
2019. However, many companies invest in Vietnam to utilise
the benefits from joining Free Trade Agreement ("FTA”"),
so foreign investments have increased in the country. The
exchange rate of the Vietnamese Dong against the US Dollar
remained stable throughout 2020, resulting in a controlled
inflation rate. The consumer price index (CPI) increased to
3.23% year-on-year, which was lower than its target 4%.
Benefited from the quick and effective containment of
COVID-19 and mechanisms and policies that are attractive to
foreign capital, its economic activities have returned to normal
and the market remains cautiously optimistic about its future
economic growth.
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Management Discussion and Analysis

Following its success in containing the pandemic, Vietnam
became one of the fastest-growing economies in the world
in 2020. It attracted huge foreign investments and created
more opportunities and competition for local companies. The
Group’s main products, modified starch and maltose, benefited
from a slower rise in raw material costs, lower energy costs
and the continuous development of new functional products,
and thus recorded higher revenue and gross profit. As the
raw material costs surged and product prices fell due to keen
market competition, MSG and seasonings’ gross profit dropped
sharply. The selling prices and revenue of specialty chemicals
also decreased notably due to weaker demand and cut-throat
price competition amid COVID-19. Sales volume of coffee beans
and bulk food ingredients increased and recorded a surge in
revenue, thanks to the Group's effective sales strategy. The
Group's revenue amounted to US$360,741,000 for the year,
representing an increase of 0.8% or US$2,884,000, while
gross profit grew 9.0% or US$5,991,000 from the previous
year to US$72,556,000. The Group’s overall gross profit
margin climbed from 18.6% in 2019 to 20.1% in 2020. Due
to the impairment of assets of a subsidiary in Vietnam and
an impairment loss on goodwill of a subsidiary in Shanghai,
net profit of the Group amounted to US$16,677,000; 7.0%
or US$1,092,000 higher than the previous year. Net profit
attributable to owners was US$16,650,000, which was 7.0% or
US$1,087,000 higher year-on-year. Net profit margin increased
from 4.4% in 2019 to 4.6%, which was mainly attributable to
a slower rise in some of the raw material costs and rising sales
volumes of products with higher added value, so the Group’s
revenue and profit for the year increased.
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Management Discussion and Analysis

The timely containment of COVID-19 by governments in 2021
will determine which countries are the winners and losers
economically in the coming year, which means vaccine rollout is
the key to economic recovery. While the new administration has
been inaugurated in the US, the tariffs are not expected to be
lifted in the short-term. As both government budget and GDP
within the Eurozone are in the red, quantitative easing policy
is likely to remain in place, and thus raise the uncertainties in
the economic growth. Despite a strong domestic market, the
PRC still relies heavily on export trade and needs to improve its
relationship with the US, and this will add uncertainties to its
economic growth. However, as one of the few countries which
has successfully managed to contain the disease, Vietnam's
long-term economic growth remains stable. Moreover, many
companies have chosen to relocate their production facilities
to Vietnam in response to the intensifying conflicts between
the PRC and the US. It also actively takes part in regional
economic and trade consolidation by signing free trade zone
agreements including FTA, the Comprehensive and Progressive
Agreement for Trans-Pacific Partnership (CPTPP) or the Regional
Comprehensive Economic Partnership (RCEP) with developed
economies such as the UK, EU and the PRC. It has also
accelerated the construction of infrastructure, nurtured skilled
labor, and simplified different procedures systematically, in a
bid to improve its business operating environment. In response
to the influence that the changing international economic
environment may have on the Group, Vedan will adhere to
its prudent operating strategy, strengthen the operation,
management and integration of its supply chain and seek to
raise production standards by working with strategic alliances
of its or other industries, in order to enhance the Group’s core
competitiveness and increase its value.
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Management Discussion and Analysis

(1

Sales Analysis by Market

(—) WIBHEDR

Unit:US$'000 B F=EmT
2020 2019 Difference
k-t -3 —Z-NE§ =R
Amount % Amount % Amount %
Country EES b ] % &8 % e %
Vietnam 2] 170,547 47.3% 177,635 49.6% (7,088) (4.0%)
Japan H#& 61,195 17.0% 64,820 18.1% (3,625) (5.6%)
The PRC HE 47,016 13.0% 43,669 12.2% 3,347 7.7%
ASEAN RBBEK 26,112 7.2% 26,857 7.5% (745) (2.8%)
The US %6 26,717 7.4% 21,394 6.0% 5,323 24.9%
Others Hith 29,154 8.1% 23,482 6.6% 5,672 24.2%
Total &t 360,741 100.0% 357,857 100.0% 2,884 0.8%
1. Vietnam 1. HBEFE

Vietnam is the Group’'s largest market. In
2020, the Group's revenue was approximately
Us$170,547,000, down slightly by 4.0% or
approximately US$7,088,000 when compared with
2019. The share of revenue from the Vietnam
market also decreased slightly to 47.3% of the
Group's total revenue from 49.6% in 2019.
The decrease in revenue in Vietnam in the year
was mainly due to weaker demand for specialty
chemical products (soda) and the price competition,
which affected the overall sales volume and led
to a below satisfactory performance. During the
year, the Group adjusted the selling prices of MSG
and modified starch based on market changes,
strengthened inventory control and management,
thus improved the production efficiency. These
measures effectively boosted sales volume and
revenue. In addition, the Group adjusted the
product structure of fertilisers and feed products by
adding new high-end products, which stimulated
the ASP and revenue and improved profitability,
even though the overall sales volume dropped.
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Management Discussion and Analysis

(1

Sales Analysis by Market (continued)

2.

Japan

Japan remained the Group’s second largest
market. With the intensifying pandemic clouding
the country’s economic recovery, the MSG market
shrank, which dragged down the selling prices and
sales volume, causing a notable decline in revenue.
The modified starch segment recorded a lower sales
volume due to weaker market demand. However,
the Group continued to secure new customer
groups, promote product use in different industries,
develop products with higher added value and
expand production capacity to reduce product
costs, so profitability still grew substantially despite
an overall decline in revenue. In 2020, revenue
from the Japanese market fell approximately
US$3,625,000 or 5.6% from 2019 to approximately
US$61,195,000, and its contribution to the Group's
total revenue decreased from 18.1% to 17.0%.

The PRC

In 2020, the Group’s revenue from the PRC market
was approximately US$47,016,000, which was
around US$3,347,000 or 7.7% more than 2019,
and its revenue contribution increased from 12.2%
to 13.0%. The obvious growth in revenue from the
PRC was a result of enhanced product mix and sales
channels of the trading products distributed by the
Group in the country, and further development and
cooperation in between the industrial chain, so the
growth strategy of leveraging its economies of scale
started to bear fruits and boosted the sales volume
and revenue considerably. However, revenue from
the MSG segment decreased as the Group had to
adjust selling prices due to market competition.
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Management Discussion and Analysis

(1

Sales Analysis by Market (continued)

4.

ASEAN Countries

The Group’s revenue from ASEAN countries
(excluding Vietnam) dropped by approximately
US$745,000 or 2.8% year-on-year to approximately
US$26,112,000, and its revenue contribution
decreased from 7.5% to 7.2%. During the year,
the decrease in revenue was mainly attributable
to weaker demand for modified starch, and
intensifying price competition in the market, which
resulted in a dramatically fall on both the sales
volume and revenue. Nevertheless, sales volume
and revenue of the MSG products improved
moderately, benefited from an effective sales
strategy. ASEAN countries remain the Group's key
development market. With this in mind, the Group
aims to leverage its edges in the industry, expand
other businesses with its core products, establish
closer partnerships, and further develop sales
channels, so as to ultimately make breakthroughs in
sales.

The US

Revenue from the US market rose by approximately
US$5,323,000 or 24.9% year-on-year to
approximately US$26,717,000 during the year,
accounting for 7.4% of the Group's total revenue,
an increase from the 6.0% of the previous year.
The remarkable growth in results was brought
about by the rising demand for organic maltose and
high-end modified starch products, which boosted
selling prices and sales volume, thus increasing its
revenue and profitability. As the Group has seized
key technologies and integrated the product value
chain, it will continue to develop more functional
products and enhance the competitiveness of
products, so the sales volume is likely to increase in
the future.

Other regions

Other markets mainly include Taiwan, Korea
and the European Union. Total revenue from the
markets for the year amounted to approximately
US$29,154,000, up 24.2% or approximately
US$5,672,000 from 2019. The share of the
revenue from other regions increased to 8.1% of
the Group’s total revenue compared with 6.6%
in 2019, mainly because the rising demand for
MSG, modified starch and feeds and fertilisers
significantly boosted revenue.

(=) WBHED (B

4.

R T 5

AERBHS BrEREZHN
EUN4726,112,000%E 7T 0 8
2019F /L 49745,000E 7T
3-2.8% > {h A £ 42 U
201957 5% E7.2% - HiR
EWRREBEFEHRREE RN
M5 ERES BEZE
THERREFE NHES
BRAMIE SXBIRBEET
BoERBERBERKSE
WoFIHE SRS NS AL
R-RUAMTHBANEBRFER
WREE 2 BTG AR EE
EEES URLERTEEHR
MER BUBZRENEEE
PEREE  FHIE AL 0 LA
ST MBS AR o

Z[E
EETHEEARAEROS
26,717,000 75> #2019
FEIN4E5,323,000F T
24.9% WG EEBR2019EF
6.0%IET7 4% ERELZ K
BERTEANBHETEN
ElEEMRNMERNTES
SRISINFrEL > BB EERHE
EREF > EEBENEZ Like
HREMNEHMES £EEE
ERABZOEM BaEER
B WMITFEBEBINENEE
o URBESRBRFE D KK
HERRERSEG

p=aily
HtthBEFrEAEE BEK
BT R FAEERE
#929,154,000% 7T > #82019
FE1INE5,672,000F T H
242%  (EEELEIUNH2019
F6.6%EES 1% ILEEUR
LA EERGRLE &R E
fEER K 2 R ek m - 2
HXEARABEENE R

Annual Report 2020 £ R



Management Discussion and Analysis

(2) Sales Analysis by Product

(2) EmRHEEDR

Unit: US$'000 Bl FEx
2020 2019 Difference
ZEZE% —Z-n§ =R
Amount % Amount % Amount %
Item 1EH G ] % ] % | %
MSG and seasonings  BRIg+3E 0Kk} 232,093 64.3% 233,524 65.3% (1,431) (0.6%)
Modified starch & native M4 & #+X A
starch & maltose B+ g 63,262 17.6% 58,866 16.4% 4,396 7.5%
Specialty chemicals BEER 18,828 5.2% 24,682 6.9% (5,854) (23.7%)
Fertilisers and R £ A el
feed products 24,966 6.9% 24,388 6.8% 578 2.4%
Others Hth 21,592 6.0% 16,397 4.6% 5,195 31.7%
&t 360,741 100.0% 357,857 100.0% 2,884 0.8%
MSG and seasonings I 45 £ 5B I 1)

During the year, revenue from MSG and seasonings
related products amounted to approximately
US$232,093,000, representing a year-on-year
decrease of 0.6% or approximately US$1,431,000
from 2019, mainly owing to stagnant economic
activities and weaker market demand in the
PRC, Japanese, US and European markets due to
COVID-19, as well as price competition from the
Group’s peers. Sales volume and revenue both
dropped slightly as a result. The sales performance
was better than the previous year in Vietnam,
ASEAN countries and other markets, but overall
revenue from MSG and seasonings related products
reduced and their contributions dropped from
65.3% in 2019 to 64.3%.
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Management Discussion and Analysis

(2)

Sales Analysis by Product (continued)

2.

Modified starch/Native starch and Maltose
Benefited from the stable price of its raw material,
cassava, in the year, coupled with an effective
strategic procurement plan and a rising demand
for organic products, the overall sales volume and
profitability of modified starch, native starch and
maltose products have surged, thus generating a
higher revenue of approximately US$63,262,000,
which was approximately US$4,396,000 or 7.5%
higher than 2019. The share of these products
increased from 16.4% to 17.6% of the Group's
total revenue. Affected by cut-throat price
competition in South East Asia, sales of modified
starch in the ASEAN market were dropped, but the
sales volume and revenue in the US surged due to
the rising demand for high-end products. Moreover,
maltose reported an increase in sales volume and
price in the US due to new customer groups and
new usages of organic maltose, resulting in an
increase in revenue from the product. It is worth
waiting to see how much the profitability will
benefit from the Group’s efforts in developing
new products with higher added value and deepen
cooperation with leading companies around the
world.
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Management Discussion and Analysis

(2)

Sales Analysis by Product (continued)

3.

Specialty chemicals

Specialty chemicals including hydrochloric acid,
soda and bleach are sold in the Vietnam market.
During the year, users of basic chemical products
were affected by the COVID-19 pandemic, leading
to a decline in demand from key industries and
hence the substantial price dropped in both
international and domestic markets and contributed
to intense price competition. Revenue from
specialty chemicals amounted to approximately
US$18,828,000 during the year, down by 23.7%
or around US$5,854,000 from 2019. This segment
accounted for 5.2% of the Group's total revenue,
decreased from 6.9% in the previous year. In light
of the intensified low-price competition of soda
products during the year, selling prices of these
products were adjusted according to market trading
conditions, causing a drop in both sales volume
and selling price and resulting in a decline in results
performance. Hydrochloric acid also suffered from
keen competition from imported and local products.
Its selling price was adjusted based on production
volume and market demand. Although sales volume
and revenue increased, the product’s profit was still
lower than expected.

Fertilisers and feed products

Fertilisers recorded notable profit growth despite
the decrease in the sales volume of various products
during the year. This was mainly attributable to
the impact of the pandemic and the climate which
dampened overall market demand. As such, the
Group proactively searched for new customers and
improved product mix by launching new high-end
products in addition to implementing its strategy
to set higher prices, allowing it to achieve revenue
and profit growth. Meanwhile, the Group will
continue to promote high value-added special
fertilisers and develop new sales channels in the
future. Revenue from fertilisers and feed products
increased by US$578,000 or 2.4% year-on-year to
US$24,966,000 and its contribution to the Group’s
total revenue rose slightly from 6.8% to 6.9%.
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Management Discussion and Analysis

BEERE R KRR

Il. BUSINESS ANALYSIS (continued)
(2) Sales Analysis by Product (continued)

— EESWH @)
(2) ERHEEDN @

5. Other products

Revenue of other products increased by
approximately US$5,195,000 or 31.7% from 2019
to approximately US$21,592,000 this year. This
segment’s contribution to the Group's total revenue
grew from 4.6% to 6.0% year-on-year, which was
mainly attributable to the strong sales volume of
coffee beans and bulk food ingredients distributed
in the PRC, as the Group strengthened the depth
and breadth of its products in this category in
order to meet different market demand for similar
products and enriched product offerings to drive
high revenue growth.

Ill. MAJOR RAW MATERIALS/ENERGY OVERVIEW

1.

Cassava

In the production season of 2019/2020, operations
gradually resumed at plantations in main production
countries like Thailand, Vietnam and Cambodia.
However, the prolonged COVID-19 pandemic discouraged
consumption demand, and therefore the price increases
of cassava and starch raw materials slowed compared
with 2019. The cassava industry also continued to
experience various challenges such as pest problems,
competition from alternative agricultural products, drastic
climate change and changes in market size and supply
and demand, thus product prices remained volatile. The
Group will continue to consolidate its long-term strategic
partnership with suppliers, seize new sources of raw
materials in a timely manner and stabilise the supply
chain procurement cost.
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Management Discussion and Analysis

Molasses

In the beginning of the 2019/2020 production season,
the output of major sugar production regions was
unsatisfactory and the production volume of molasses
also continued to drop, resulting in a shortage in supply
in the global market. However, the international sugar
market changed in the wake of the pandemic, when
it experienced an excess supply once again. The gap
between supply and demand caused the prices to rise
initially then drop and rebound again. In the 2020/2021
production season, the International Sugar Organisation
issued a report stating that, as the world enters the post-
pandemic era with strong recovery in consumption and
demand, the supply gap in the global molasses market is
expected to be approximately 3,500,000 tons. Although
Brazil and India, the two major production countries,
delivered higher molasses production volumes, these
countries remained affected by factors such as extreme
climate, surge in fuel and ethanol consumption and tight
animal feed markets which created a gloomy prospect for
the production volume, export and economic outlook of
molasses. The product’s price continued to stand firm.

In addition, since the beginning of 2020, Vietnam has
cancelled the import tariff quota for imported molasses
from ASEAN countries to Vietnam. This policy, plus
import tariffs on molasses of only 5%, has substantially
increased the number of imported molasses in 2020,
which have not only posed a threat to the interests of
local molasses plants and consumers in Vietnam, but also
directly affected the supply and costs associated with the
Group’s molasses procurement in Vietnam. The Group
will monitor the movement in the international molasses
market and actively look for alternative sugar sources in
order to secure a reliable raw material supply.
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Management Discussion and Analysis

Energy

Global coal output saw a year-on-year decline of 6.5%
in 2020. Affected by the pandemic at the beginning of
the year, coal consumption was relatively low and the
recovery in coal production was faster than consumption.
The market’s concern for coal demand caused coal prices
to decline. Later, the market reduced coal production and
supply, and the price of coal then stopped its downward
trend and began to rise. Global oil and natural gas prices
also dropped due to the pandemic and weak market
demand. Major energy suppliers around the world started
to downsize oil exploration. According to the forecast by
the International Energy Agency (“IEA"”), global energy
demand in 2020 is expected to record a year-on-year
decline of 5%, and the rollouts of COVID-19 vaccines
will not be able to offset the large-scale negative impact
brought by the pandemic to global crude oil demand.
While international oil prices are expected to increase
in 2021 and the international natural gas market will
begin to recover, the pace of growth in various aspects
would still be below expectation. The greatest risk of
price fluctuations is another drop in demand and relative
increase in supply. The Group will pay close attention to
the changes in the energy industry so as to formulate
corresponding plans in advance.

Regarding the price of electricity, to help enterprises or
units navigate the difficult time under the pandemic, the
Vietnamese Government implemented the electricity price
concession policy in 2020 and continued to transform
and upgrade electricity engineering to meet the electricity
demand generated from the resumption of work and
production following the containment of the COVID-19
virus. The Group has been using the cogeneration power
generation system to ensure stable electricity supply.
As the Group mainly uses self-generated electricity, the
reduction in purchased electricity cost has had a limited
impact on it.
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Management Discussion and Analysis

Liquidity and financial resources

The Group’s cash and cash equivalents, short-term bank
deposits and structured bank deposits amounted to
US$72,158,000, an increase of US$12,758,000 or about
21.5% compared with the end of 2019. Short-term bank
borrowings increased year-on-year by US$11,695,000
or about 78.0% to US$26,694,000. Medium-to-long-
term bank borrowings decreased by US$5,460,000,
or approximately 21.7%, to US$19,665,000. Total
bank borrowings were US$46,359,000, an increase
of US$6,235,000 or approximately 15.5% compared
with the end of 2019. The rise in total bank borrowing
was mainly due to capital expenditure. 95.5% of the
total borrowings were denominated in US dollars and
the remaining 4.5% were denominated in New Taiwan
dollars. The proportions of short-term and medium-to-
long-term bank borrowings were 57.6% and 42.4%
respectively. Owing to the increased Vietnamese Dong
fixed deposits, net finance income for the year grew by
US$302,000 year-on-year.

Trade receivables were US$30,298,000, representing an
increase of US$787,000 or around 2.7% when compared
with the end of 2019. Around 68.1% of the trade
receivables were aged within 30 days. Total inventory was
US$91,665,000, down by US$4,163,000 or around 4.3%
when compared with the end of 2019. The decrease in
inventory was mainly attributable to the reduction in the
Group’s raw materials during the period.

As a result of the slight increase in both total borrowings
and total equity, the Group’s gearing ratio (total
borrowings to total equity ratio) was 16.4%, higher
than the 15.0% recorded at the end of 2019. With
cash on hand exceeding borrowings, net gearing ratio
(total borrowings less cash and deposits to total equity
ratio) was -7.6%, lower than the -5.6% recorded in
2019. During the period, as the increase in short-term
borrowings increased the current liabilities, the Group’s
current ratio decreased from 3.4 at the end of 2019 to
3.2, and quick ratio was at a similar level as the 1.8%
recorded at the end of 2019. The Group maintained a
healthy financial structure.

Capital expenditure

During the year, capital expenditure amounted to
approximately US$33,957,000, US$16,188,000 more
than the capital expenditure of US$17,769,000 recorded
in 2019. The increase in capital expenditure was
mainly due to the funds used in the specialty chemicals
production facility expansion project of the Group’s
Vietnam subsidiary and the gelatinised starch project of
the starch plant.
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Management Discussion and Analysis

Exchange rate

Benefiting from the strong export recovery, Vietnam
achieved new high in foreign exchange reserves. The
ample foreign exchange reserves also served as a
foundation for maintaining the stability in the exchange
rate of the Vietnamese Dong. As the Vietnamese
Government refused to stimulate export by adopting a
currency depreciation approach, the performance of the
Vietnamese Dong was strong relative to major ASEAN
economies including Singapore, Indonesia and Thailand
amid the pandemic in 2020. The State Bank of Vietnam
announced that the Vietnamese Dong appreciated 0.1%
in 2020, from 23,155 Vietnamese Dong to US$1 at
the end of 2019 to 23,131 Vietnamese Dong to US$1
at the end of 2020. Vietnam’s COVID-19 situation has
been brought under control, and that, coupled with the
country’s introduction of new Free Trade Agreements
signed with the EU and the UK has created important
drivers for its economic recovery. Moreover, Vietnam
has also enhanced various beneficial measures to
attract continuous foreign investment. Hence, various
sectors expect Vietnam to continue its export growth
momentum, maintain a trade surplus position and keep
inflation at a low level in 2021. The Vietnamese Dong
will continue to stay strong under a generally stable
macroeconomic environment.

The Group's subsidiaries in the PRC are mainly responsible
for local sales with transactions denominated in RMB. In
2020, the exchange rate between the RMB and the US
dollar initially appreciated followed by a depreciation. In
early to mid-January, the signing of the first-phase trading
agreement between the PRC and the US drove the RMB
to a strong level of 6.84. In late January to May, the RMB
depreciated to 7.18 as a result of heightened risk aversion
in the global financial market and the US dollar liquidity
crisis due to the pandemic. Later, in June to December,
RMB continued to appreciate to 6.5 as affected by the
implementation of liquidity easing policies by central
banks in various countries. Experts expect the RMB to
maintain higher flexibility and a relatively stable trend
in the coming year compared with other key currencies,
despite its appreciation pressure. The Group will continue
to monitor the exchange rate trends between the RMB
and the US dollar going forward.

Earnings per share and dividends

Basic earnings per share were 1.09 US cents for the year.
The Board resolved to pay a final dividend of 0.462 US
cents per share. The dividend payout ratio was 60%.
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Management Discussion and Analysis

The world experienced substantial change in early 2020. The
global outbreak of COVID-19 forced countries to introduce
lockdown, quarantine and closure measures, which hit
economic activities hard and resulted in huge economic
recession. Although the development of vaccines and further
stimulus packages are expected to help support global
economic recovery in 2021, major negative factors such as
the rise in new strains of the virus, reactivation of lockdown
measures and uncertainty surrounding vaccine efficacy will
continue to bring challenges to various economies.

Although facing an unprecedented economic environment,
the Group has made some progress with initial achievements
in the development of regional markets. Looking ahead,
it will continue to improve the flexibility of the overall
operation, adjust business portfolios and models, strengthen
organisational operations to raise management efficiency,
actively develop new products, expand production scale, focus
on satisfying the demand from customers and consumers,
optimise cost structure and industry chain integration,
implement set action plans and create new growth drivers to
raise profitability. The main tasks and direction are listed below:

° Expand product lines and optimise product mix to
partially upgrade existing third-party products, launch a
series of extended commodities and develop more flavors.
The Group will also increase the proportion of highly
functional and high value-added products to enlarge
market share and boost profit from product sales.

o Actively expand new channels and new markets, identify
customers and consumers with the same product demand
in different markets, adjust product positioning and sales
methods, look for cooperative partners to expand market
size, strengthen brand positioning and competitive
advantages so as to improve the Group’s results
performance.

° Continue to advance production technologies and
enhance production efficiency, develop customised
products, improve operational and management
techniques and utilise key technologies to enhance core
competitiveness so as to achieve the dual objectives of
raising quality and lowering costs.

° Capture the price trends of bulk raw materials, actively
look for alternative raw material solutions, maintain long-
term cooperative relations with domestic and overseas
suppliers and execute procurement strategies to ensure a
stable supply of raw materials.
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Management Discussion and Analysis

o Adopt the co-opetition strategy to boost product and
service value, use its production base in Vietnam to
actively develop the ASEAN market and the markets
which are signatories of the Free Trade Agreement (FTA),
Comprehensive and Progressive Agreement for Trans-
Pacific Partnership (CPTPP) and Regional Comprehensive
Economic Partnership (RCEP), offer mutual support within
the Group and realize core advantages to expand the
Group’s business presence.

o Accelerate the formation of strategic alliance or
cooperation with different businesses to jointly develop
the markets through effective consolidation of resources
and strengthen its Research and Development (R&D)
function surpassing the technological threshold,
facilitating the upgrading and transformation of the
Group, in addition to the development of new products,
expansion of business scale and improvement of business
performance.

o Establish a strategic organisational structure and special
strategic teams to enhance the organisational efficiency
of all units, explore the products or distribution products
that match business needs, explore the manufacturers
that offer cost competitiveness, and develop products
that fit customer requirements in order to improve
revenue, profit and economies of scale.

o Expedite the introduction of an electronic process
and information system for the management and
application of big data, so as to obtain immediate
feedback information for optimising business processes,
understanding customers and developing better
corresponding strategies.

° Adopt financial management for ongoing management
of capital allocation, improve the operational efficiency of
assets and reduce risks of exchange rates, interest rates
and prices amidst the volatility of the global financial
market.

Looking ahead to 2021, the prospects of economic recovery
remain uncertain following another wave of the COVID-19
pandemic, which has hit many economies worldwide. The
Group’s business operations will encounter significant
challenges. It will continue to develop new drivers for its
operations in the future, maintain competitiveness in the
industry by adapting its mindset to cope with the changes
in the environment, adopt a flexible business strategy,
and capitalise on the initial results from core technologies,
market penetration and sales channels and the exports and
development advantages of various products produced by
Vietnamese factories. The Group believes that by leveraging
its integrated operational strengths and building on its existing
business foundation, it will create a strong growth momentum.
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