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Looking back at 2022, while the impact of the COVID-19 pandemic
(the “pandemic”) on the global economy eased, transportation
between various countries gradually resumed and life returned to
normal with the “retaliatory consumption” of basic commodities,
there was also a squeeze on the supply of various raw materials,
coal, and petroleum due to the Russia-Ukraine war that broke out at
the beginning of the year which led to soaring raw material, energy
and ocean freight prices, and the risk of inflation also increased
immediately. Economic growth in the world’s major economies,
including the US, the EU, the PRC, Asia, and Central and South
America, has been significantly affected, adding uncertainty to the
overall operating environment. In addition, since the beginning of the
year, the interest rate hike in the US has had a direct impact on global
financial markets and exchange rates in various countries, hitting
the already fragile economic recovery. Vietnam, the Group’s largest
market, has gradually recovered following the improvement in the
pandemic situation. However, the country’s overall economic growth
slowed in the second half of the year due to global inflation, financial
market turmoil and economic downturn experienced by major trading
partners, as a result of the rising raw material costs mentioned above.

The Group's revenue increased by around 18.0%, or approximately
UsS$69,000,000, from the previous period to approximately
US$451,000,000. Several of the Group’s major products, including
MSG, starch, starch sugar, soda, fertilizers and feed products
showed significant growth. In addition, gross profit for the year
was approximately US$43,349,000, a decrease of 28.2% from the
previous period, and gross profit margin fell to 9.6%, mainly due
to the significant increase in costs as a result of the soaring energy
and raw material prices during the year. Affected by the significant
increase in ocean freight rates and interest rates of borrowings, net
loss for the year decreased by approximately US$15,416,000 from
the previous period to approximately US$4,384,000, with net profit
margin down to -1.0%.
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Most products reported improved sales in key markets. In the
Vietnam market, the increase in market demand for products such
as MSG, starch, soda and fertilizers as well as the rise in product
prices to reflect the higher costs resulted in a notable increase in
revenue of around 15.1%. Regarding the Group’s operation in the
PRC, the relatively late relaxation of pandemic control measures
affected the sales and transportation of various products, resulting
in a year-on-year decrease in overall revenue of around 1.2% in the
PRC. In addition, in view of the modest improvement in economic
conditions in Japan, the Group implemented a flexible sales strategy
to meet local demand. As a result, sales of various products such
as MSG, modified starch, feed and fertilizers, increased, and overall
revenue grew by approximately 32.2% vyear-on-year. In the ASEAN
market, sales of core products, including MSG, modified starch,
feed and fertilizer, increased due to a faster return of social growth
momentum and stronger demand, leading to a 23.8% year-on-
year increase in revenue in the region. In addition, as the pandemic
situation improved slightly in the US market, the demand for MSG,
starch sugar and modified starch rose, resulting in revenue growth
of approximately 38.7%. However, starting in the fourth quarter,
demand dropped suddenly as consumption turned conservative due
to the impact of sharply rising interest rates on the US dollar in
the short term. Subsequent sales momentum in the overall market
remains to be seen in the aftermath.
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By product category, as the pandemic situation was relatively stable
during the year when compared with the previous period, demand
for the Group’s major products, MSG and seasonings, increased in
all major markets. Moreover, the selling prices were adjusted upward
due to the rising costs, and sales rose by approximately 22.0%
over the previous period. However, due to market competition, the
increase in selling prices failed to reflect the increase in production
costs, resulting in a notable decrease in profit, which was the
main reason for the sharp decline in profit of the Group during
the year. Demand for the Group’s other major products, modified
starch and starch sugar, increased during the year. Moreover, the
Group continued to promote new specification products and high-
value-added products, which recorded steady growth in Europe
and Vietnam, leading to stable growth in overall sales volume and
revenue of the Group’s modified starch and starch sugar products,
with the revenue increasing by approximately 10.8% against the
previous period. Currently, the Group attaches great importance to
the potential and development of such products in the market and is
committed to the development of such products and their extensions,
with the aim of developing diversified products and developing new
products with higher added value. In addition, the growth in market
demand in Vietnam for hydrochloric acid and soda products in the
specialty chemicals and the increase in their international prices
during the year drove the overall revenue of specialty chemicals to
increase by 32.7% compared with the previous period. Regarding
the Group’s fertilizer and feed products, overall sales rose by
approximately 23.4% from the previous period due to the Group’s
efforts to secure new customers, meet market demand, consolidate
sales channels and improve the product mix, as well as the higher
selling prices of products driven by growing demand and costs during
the year. In addition, in order to capitalize on the rapid growth of
the consumer goods industry in Vietnam, the Group is cooperating
with internationally renowned brands in product distribution with
the aim of diversifying and expanding the Group’s operations. In
regard to the trade products distributed by the Group in the PRC,
including bulk food ingredients and coffee beans, the sales volume
decreased due to the impact of the pandemic. Consequently, revenue
fell by approximately 11% during the year when compared with the
previous period.
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Looking ahead to 2023, factors such as the ongoing Russia-Ukraine
war, instability in energy and raw material supply, global inflation
risks, and volatility in exchange and interest rates will continue
to bring a considerable degree of impact and complexity to the
economic and business environment. These uncertainties will also
affect the operating risks and opportunities in the coming year.
The Group expects that the uncertainty in the supply of various
international and local raw materials, energy and packaging materials
will continue next year. However, given the current market supply
situation, the prices of raw materials, energy and freight are likely to
decline slightly from their current high levels. This will help stabilize
the Group’s production costs and profit to some extent. However,
the risk of inflation will continue to rise and demand will still shift
to more conservative levels. In particular, Vietnam has been affected
by the global economic downturn and financial market volatility,
resulting in sluggish purchasing power. This will pose a challenge
to operations next year, hence the Group will monitor changes in
the market more closely and remain agile. The Group will also make
more flexible procurement arrangements to stabilize production costs,
adjust and strengthen sales strategies in a timely manner, accelerate
the development of new products and the formation of strategic
alliances, pay greater attention to fund management, make prudent
investment evaluations, save costs and monitor account receivables to
stabilize its operations.

Although Vietnam’s overall economic activity has slowed slightly
in the short term due to the aforementioned economic factors,
there is still tremendous potential for development once the short-
term economic volatility is over given its overall favorable business
environment and various trade agreements, such as EVFTA, UKVFTA
and RCEP, signed with countries and regions including ASEAN
member countries, the EU and the UK. Therefore, the Group will
remain cautiously optimistic and strive to stabilize and enhance the
flexibility and agility of its operations in order to seize opportunities
and respond to the rapidly changing operating environment. Building
on its solid long-term business foundation, the Group believes that
its businesses will continue to advance along the right development
track, and all members of the Group are well aware of the
opportunities as well as their responsibilities in the changing business
environment. The Group will strive to achieve greater breakthroughs
and developments in its performance and operations by executing its
established business strategies in a pioneering and pragmatic manner.

By Order of the Board

Yang Tou-Hsiung
Chairman

21 March 2023
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