Chairman’s Statement
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In the first half of 2023, affected by the Russia-Ukraine war that
started last year and inflation, the global economy continued to slide
and overall demand was weak. Growth of major economies, including
the US, the EU, the PRC, Asia, and Central and South America,
was seriously impacted, making the overall operating environment
uncertain for the Group. Price surge of various raw materials was mild
in the first half year, but price levels were still relatively high, thus
the Group’s operating costs also remained high, squeezing profit. In
addition, the interest rate hike in the US posted a notable impact on
financial markets worldwide and the interest rates and exchange rates
of different countries, bearing down on the already fragile economic
environment and its recovery. Overall global consumption sentiment
turned more conservative, and Vietnam, the Group’s largest market,
also felt the blow. The Vietnam economy has depended all along on
export, thus should markets worldwide weaken and international
demand plunge, followed by the decline in export consumption,
would inevitably be hit and see overall growth slow down. In the first
half year, Vietnam's GDP growth was only 3.72%, lower than the
expected annual growth rate of 6.5%.

During the period, the Group’s revenue decreased by around 17.6%,
or approximately US$40,368,000, against the previous period, to
approximately US$188,909,000. The performances of several of the
Group’s major products, including MSG, starch sugar, hydrochloric
acid, soda, fertilizers and feed products, declined. The Group's gross
profit for the period was approximately US$22,456,000, 11.1% less
than that in the previous period, and gross profit margin was 11.9%.
The decrease was mainly due to the sluggish economy of the Group’s
main markets and lower demand, which led to sales dropping. At
the same time, with raw material prices remaining high, pushing
up operating costs, profit was squeezed. Affected by the significant
increase in interest rates of borrowings and rising finance cost, net
profit for the period decreased by approximately US$1,253,000
relative to the previous period to approximately -US$1,465,000, with
net profit margin down to —0.8%.

With market sentiment remaining subdued, most of the Group’s
products reported declining performance in key markets. In Vietnam,
market demand for products such as MSG, starch, soda and fertilizers
dropped and market competition prohibited rise of selling prices,
as such, revenue decreased by approximately 18.1%. The Group’s
operations and sales in the PRC market were affected by the weak
economy from market sentiment still to recover post-pandemic. As a
result, overall revenue from the market was down by approximately
8.6% as compared with the previous period. In addition, the Japanese
market continues to be sluggish, coupled with the severe competitive
environment, the demand for MSG and modified starch dropped,
resulting in an approximately 14.1% decline in the Group’s revenue
from the market against the previous period. The ASEAN market
was also affected by inflation and poor economic sentiment, which
led to a drop in sales of main products including MSG and modified
starch. The Group’s revenue in the region was down by 12.2%
year-on-year. As for the US market, with interest rates staying high
to curb inflation, yet at the same time stifling economic recovery,
market consumption turned conservative and demand shrank,
correspondingly the Group’s performance in the US was affected.
Sales of starch sugar products were impacted the most, with revenue
down by approximately 21.5%. Subsequent sales strength of the
overall market remains to be observed.
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By product category, demand for MSG and seasoning products, the
Group’s main products, declined due to the weak Vietnam and PRC
markets, and major export markets. Coupled with the difficulty to
raise selling prices because of the intense competition in various
markets, related revenue decreased by approximately 20.1% year-on-
year. Demand for the Group’s other major products, namely modified
starch and starch sugar, also decreased during the period. However,
in the Group’s effort to promote new specification products and high
value-added products, sales of modified starch products saw steady
growth in the US, Europe, and Vietnam. As for starch sugar, due to
the decline in demand and inventory destocking, its performance
tumbled with relevant revenue during the period down by
approximately 13.9% against the previous period. Appreciating the
market potential and development prospects of these products, the
Group will dedicate to develop them and associated products, so as
to offer customers more diversified and high-value-added products. In
addition, the hydrochloric acid and soda products in the specialized
products were affected by weaker market demand in Vietnam and
the decline in international prices and keen competition in the period.
As such, overall revenue of specialty chemicals products shrank
31.9% when compared with the previous period. As for fertilizers and
feed products, given the continuous decline in international prices
of chemical fertilizers and urea, and the market generally bearish,
largely in the wait-and-see mood, their sales performance was
affected. For feed products, due to breakouts of livestock diseases
in some markets, high breeding costs, and weaker market demand,
resulting in a decline of relevant sales. Overall sales of fertilizers and
feed products decreased by about 10.2% compared with the previous
period. Prompted by the rapid growth of the consumer goods
industry in Vietnam, the Group has cooperated with internationally
renowned brands, acting as their agent to increase operating product
categories and expand operation scale. Moreover, due to different
regional demands, the trade products distributed by the Group,
including bulk food ingredients and coffee beans in the PRC, recorded
mixed sales performance, with overall sales performance climbing
slightly by approximately 0.9% against the previous period.

Looking forward to the second half year, with the ongoing Russia-
Ukraine war halting, energy and raw material prices remaining high,
supply chains ridden with uncertainties, plus other factors like global
inflation, exchange rate and interest rate fluctuation, the economic
and operating environment will be complex and notably impacted. All
these factors will affect the Group’s operating risks and opportunities
next year. The Group expects the supply of international and local
raw materials, energy and packaging materials to be uncertain in
the second half year, however, based on the current market supply
situation, raw materials costs, energy prices and freight rates are
likely to be slightly lower. That change will help to a certain extent
stabilize production costs and enhance the profitability of the Group.
With inflation risk prevailing, market demand still conservative, and
market competition for different products intensifying, the Group’s
operations will face many challenges in the short term. Thus, the
management will closely monitor the market trends and take timely
measures accordingly. In that operating environment, the Group will
flexibly arrange procurement to stabilize production costs, timely
adjust its business structure, strengthen sales strategies, and speed
up the development of new products or forging strategic alliances.
It will also put more attention to fund management and evaluate
investment with prudence, striving to save various expenses and
monitor account receivables to stabilize operations.
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Although Vietnam has been affected by the sluggish economic
environment in the short term, with overall economic activities
slowing down slightly, it still has huge potential for development after
it comes out from the short-term economic mayhem, on the back of
its excellent overall operating environment and trading agreements
including EVFTA, UKVFTA and RCEP signed with ASEAN, EU, the
UK and other countries. Therefore, the Group remains cautiously
optimistic and has stabilized the pace of its operations, enhanced
operational flexibility and agility to enable it to grasp opportunities
and adapt to the rapidly changing operating environment. With a
solid business foundation built over the years, the Group believes
its businesses will continue to advance on the right development
track. Well aware of the opportunities and their responsibilities in the
changing business environment, all members of the Group will, with
a pioneering vision and a positive attitude, carefully and pragmatically
execute the Group’s operational strategies so as to achieve greater
breakthroughs and development in its results and operations.

By Order of the Board

Yang Tou-Hsiung
Chairman

22 August 2023
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