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Management Discussion and Analysis

EEREH B

. BUSINESS OVERVIEW

In 2022, the global economy was impacted by the novel
coronavirus (COVID-19), and Vietnam was affected by the
implementation of social distancing measures. The pandemic is
further under control in 2023 and countries around the world
have gradually reopened. However, with global energy and
raw material prices continuing to fluctuate due to the ongoing
Russian-Ukrainian war, the US embarking on a cycle of interest
rate hikes and inflationary risks rising, the global economy is
not optimistic and the road to recovery of various economies

vakiil

remain fraught with challenges and uncertainties.

In the first half of 2023, the Vietnamese government effectively
controlled the outbreak of the pandemic. Total import and
export trade volume was approximately US$316.65 billion, with
a trade surplus of approximately US$12.25 billion, recorded a
significant increase over the same period in 2022. In the first
half of 2023, the Russian-Ukrainian war continued to affect
the global economy. Although energy and raw material prices
showed signs of stabilizing compared with the same period
in 2022, global inflation continued to weigh on the recovery
of economic activities. As Vietnam’s central bank adjusted
its monetary policy flexibly in 2023, the exchange rate of
Vietnamese Dong to US Dollar has been stable and inflation
has been effectively contained. The Consumer Price Index (CPI)
of Vietnam increased by 3.29% year-on-year in the first half of

2023, below the 4.5% inflation target.

The Group’s revenue in the first half of 2023 was approximately
US$188,909,000, a decrease of 17.6% or US$40,368,000
compared with the same period last year. The main reason for
the decline in revenue was that, in addition to the sluggish
economy in Vietnam in the first half of the year, the sales
and revenue of the Group’s key product, MSG, were affected
by the economic situation and the consequent decline in
market demand. However, thanks to the Group's flexible price
adjustment strategy, gross profit margin during the period
was higher than the same period last year. Sales volume and
revenue of modified starch increased due to the growth in
export to the European market. The weak economy in the
European and US markets, decline in industrial demand and
lackluster consumption momentum resulted in a drop in
the overall revenue of starch sugar. For specialty chemicals
products, amid the economic downturn and significant drop
in demand, revenue and profit dropped significantly compared
with the same period last year. As for hydrochloric acid, the
average selling price was lowered due to price competition in
the industry, resulting in a decrease in revenue and gross profit
compared with the same period last year. Regarding fertilizers
and feed products, the Group focused on consolidating its
sales channels and adjusting the product mix and endeavored
to develop higher margin products. In addition, revenue of
some of the Group’s other products, including coffee and bulk
food ingredients, were slightly higher compared with the same
period last year, as consumption in Mainland China recovered
from the stagnation in the second half of 2022 following the
scrapping of pandemic control measures in the first half of
2023. The decline in revenue and profit of the Group in the
period was mainly due to the weak global economy, lower
market demand and the continued high energy prices. Overall
gross profit margin increased from 11.0% in the first half
of 2022 to 11.9%, and gross profit was US$22,456,000, a
decrease of US$2,812,000 from the same period last year due
to the decrease in sales volume; net profit margin decreased
from -0.1% in the same period of 2022 to -0.8 %; net loss
was US$1,465,000, a decrease of US$1,253,000 over the same

period last year.

Vedan International (Holdings) Limited
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Management Discussion and Analysis EIEEstia Rk

Vietnam is one of the few countries that has been relatively
successful in containing the pandemic, with stable economic
growth over the long term. In the midst of the Sino-US trade
conflict, Vietnam has become a target for many companies
looking to relocate their production facilities. It has also actively
participated in regional economic and trade consolidation,
for example by signing free trade zone agreements such as
the Free Trade Agreement (FTA), the Comprehensive and
Progressive Agreement for Trans-Pacific Partnership (CPTPP)
and the Regional Comprehensive Economic Partnership (RCEP)
with developed economies such as the UK, the EU and the PRC,
which is beneficial to the overall development of the country.
However, the overall economic growth rate (GDP) of Vietnam
was only 3.72% during the period, far below the Vietnamese
government’s expected target of 6.2%, indicating that the
recovery of Vietnam’s economic activities has slowed down,
mainly due to the fact that the inflation in Europe, the US and
Japan has not been alleviated. As a result, both the output and
orders of Vietnamese enterprises have decreased. In the first
half of the year, the total import and export trade decreased
by 15.2% compared with the same period in 2022, though still
maintaining a trade surplus of US$12.25 billion.

In the first half of 2023, Vietnam’s overall economic recovery
slowed down. The US Dollar continued to strengthen due
to the multiple interest rate hikes since 2022, leading to
the tightening of global capital and slowing economic
recovery. As a result, Vietnam’'s manufacturing industry was
still faced with fluctuations in raw material prices, rising
energy prices and pressure from falling international market
demand. Looking ahead to the second half of the year, the
Vietnamese government has vigorously proposed policies
to ease inflationary pressures and create new space for
enterprise development as the economy recovers. Vietnam
has set the inflation rate target at 4.5% and the economic
growth target at 6.5%. With the easing of the pandemic in
the first half of 2023, China’s industrial chain and supply chain
gradually recovered, and it is expected to reach its economic
growth target of 5.0% in 2023, an increase of 2 percentage
points compared with 2022. As the recovery of service and
consumption in China has been relatively slow and demand has
not returned to pre-epidemic levels, inflation has been relatively
moderate and inflation rate is expected to be controlled to
below 3%.

HMEARHEBERAMNNWEEREK 2
— RECEIERIET AP EE58HMW
HEah > BERAFNVECEEBREER
HMYER BEBEEEHLCEES W
BN PESEELSERSETE
HESZHEFTA) - BXFEBHEE2@EmE
S E(CPTPP) s @ iT 2 E A K B 173 &
(RCEP)EZEEHRE S BIHEER > A2
BEESR o AT MR HA A B RS S IR R XK
(GDP)RE3.72% » R M m BUN TE 5B
BIZr6.2% BREEETHNERHE
BE TAREB = OEMEERME
AR ERUECEESHTESE
LRV oBESELFYFREHNOE 4
BBER2022F [E)HR T P£15.2% » B 4EFF
BZ=122.58FE T
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—~ EESR
(=) HIBHE DR

II.  BUSINESS ANALYSIS
(1) Sales Analysis by Market

Unit: US$’000 B Tt
First half of 2023 First half of 2022 Difference
Country EIES 2023F B35 20224 E¥ A =&
Amount % Amount %  Amount %
gl % B % %8 %
Vietnam 2] 82,311 43.6% 100,472 43.8% -18,161 -18.1%
Japan =[N 34,328 18.2% 39,980 17.4% -5,652  -14.1%
PRC ==]7] 27,247 14.4% 29,814 13.0% -2,567 -8.6%
ASEAN REEEK 14,536 7.7% 16,549 7.2% -2,013  -12.2%
us ESJE| 14,706 7.8% 18,735 82% -4,029  -21.5%
Others EHh 15,781 8.4% 23,727 10.3% -7,946  -33.5%
Total =5 188,909 100.0% 229,277 100.0% -40,368 -17.6%
Vietnam 1. HEHYE

Vietnam is the Group’s largest market. During
the first half of 2023, revenue was approximately
US$82,311,000, a decrease of approximately
US$18,161,000 or -18.1% from the same period in
2022, with share of revenue dropping from 43.8%
to 43.6%.The decline in revenue from Vietnam
during the period was mainly due to poor market
conditions and thus reduced demand for MSG,
seasonings and specialty chemical products, which
in turn affected sales and revenue. During the
period, the Group made efforts on consolidating its
sales channels, introducing new products to adjust
product structure and flexibly adjusting its price
strategy, with a view to driving sales volume and
revenue growth in the second half of the year.

Japan

Japan is the Group’s second largest market.
Although the pandemic eased during the period,
the market was also affected by the global
economy. The economic recovery was slow, and
the demand for MSG in the consumer market fell,
resulting in the drop in sales volume and revenue
for the Group. The Group will continue to promote
cross-sector applications of its products and actively
develop high-value-added products, with an aim
to drive the overall growth in revenue and profit in
the second half of the year. Revenue for the period
was approximately US$34,328,000, a decrease of
approximately US$5,652,000 or -14.1% from the
first half of 2022, with share of revenue increasing
from 17.4% to 18.2%.

10  Vedan International (Holdings) Limited B/ EIRE (2252) BIR AT
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The PRC

During the period, revenue from China was
approximately US$27,247,000, a decrease of
approximately US$2,567,000 or -8.6% from the
first half of 2022, with share of revenue rising
from 13.0% to 14.4%. The revenue drop in China
market compared with the same period last year
was mainly due to the decline in shipment and
revenue of various products, as a result of the
sluggish market consumer demand and slow
economic recovery caused by the Zero-COVID policy.

The ASEAN Market

During the period, revenue from the ASEAN
market (except Vietnam) was approximately
US$14,536,000, a decrease of approximately
US$2,013,000 or -12.2% compared with the same
period in 2022. Its share of revenue increased
slightly from 7.2% to 7.7%, mainly because the
decline in sales volume and revenue of MSG and
modified starch products was relatively small
compared with that in other markets. The ASEAN
market has always been a key market for the
Group to aggressively develop. The Group hopes to
realize its industry advantages and expand into this
market with its core products, seek new customers,
explore new markets, establish closer partnerships
and broaden its sales channels in a bid to achieve a
breakthrough in sales performance.

The US

Revenue from the US during the period was
approximately US$14,706,000, a decrease of
approximately US$4,029,000 or -21.5% from
the same period in 2022, while its revenue share
decreased slightly from 8.2% to 7.8%.The decline
in performance during the period was mainly due
to the high inventory and poor economy of US
customers. The market demand for starch sugar
products fell sharply, resulting in the decline in
selling prices and sales volume, which in turn led to
the decrease in revenue and thus profit. The Group
will maintain its key sales channels and customers,
consolidate its production and sales value chain,
and continue to develop products to meet customer
needs and improve product competitiveness. As
the inventory reduces, the sales performance in the
future is still optimistic.

Other Markets

Other markets are mainly Taiwan, Korea and the EU.
During the period, total revenue was approximately
US$15,781,000, a decrease of approximately
US$7,946,000 or -33.5% from 2022. Its share the
Group’s total revenue fell from 10.3% to 8.4%,
mainly due to the decrease in market demand for
MSG and CMS-related fertilizers, which led to the
decline in revenue.
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(2) sales Analysis by Product

() EmiHE DR

Unit: US$’000 B F=ET
First half of First half of
2023 2022 Difference
Item EH 2023F L¥EF 2022F FHF ER
Amount % Amount % Amount %
Eit ] % 8 % G .c| %
MSG and Seasonings  BRiB+2EMEEI 112,826  50.7% 141269  61.6%  -28443  -20.1%
Modified Starch, SR+ R AR+
Native Starch and BADHE
Starch Sugar 31,288 16.6% 36,336 15.8% -5,048 -13.9%
Specialty Chemicals KEER 10,799 5.7% 15,849 6.9% -5,050 -31.9%
Fertilizers and Feed AR AR
Products 17,355 9.2% 19,336 8.4% -1,981 -10.2%
Others Hith 16,641 8.8% 16,487 7.2% 154 0.9%
Total &t 188,909 100.0% 229,277 100.0% -40,368 -17.6%
MSG and Seasonings 1. BEPSEEREH

Revenue from MSG and seasoning-related products
was approximately US$112,826,000 during the
period, a decrease of US$28,443,000 or -20.1%
compared with the same period in 2022. The
decrease in performance was mainly due to the
decline in demand in various markets such as
Vietnam, Japan, the ASEAN market, and Taiwan,
which resulted in a decline in sales volume
and revenue. The overall revenue of MSG and
seasoning-related products decreased, and the share
of revenue dropped from 61.6% in the same period
of 2022 t0 59.7%.

Modified Starch/Native Starch/Starch Sugar

Modified starch, native starch and starch sugar
products recorded revenue of approximately
US$31,288,000, a decrease of approximately
US$5,048,000 or -13.9% compared with the same
period of 2022, as sales volume and revenue of
starch sugar declined due to the weak market
conditions in the US. The Group has continued to
actively develop new markets and new products
with higher added value and deepen cooperation
with leading companies around the world, which
points to promising profit potential for the future.

12 Vedan International (Holdings) Limited B/ EIRE (2252) BIR AT
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Specialty Chemicals, Fertilizers and Feed
Products

Specialty chemicals including hydrochloric acid,
soda and bleach are sold in the Vietnamese
market. During the period, the total revenue of
specialty chemicals products was approximately
US$10,799,000, a decrease of approximately
US$5,050,000 or -31.9% from the same period in
2022, and its share of the Group’s total revenue
decreased from 6.9% t0 5.7%.

During the period, revenue and gross profit of
soda products dropped due to the downturn in the
market and drop in market demand. Due to the
price competition in the industry, the sales volume
and selling price of hydrochloric acid products
declined, resulting in a decrease in overall revenue
and profit.

In terms of fertilizers and feed products, the sales
volume of solid fertilizer feed decreased during
the period, mainly due to the overall weak market
demand. It was also affected by the upward price
adjustments as a result of the rise in costs, and
the recent fluctuations material prices, which
has caused the market to adopt a wait-and-see
approach and delay purchases. In the second half
of the year, the Group will actively launch products
with new specifications, explore new customers
and improve its product mix, and adopt a flexible
price adjustment strategy, with a view to return to
growth in revenue and profit. It will also continue
to promote high-value-added specialty fertilizer
products and develop new sales channels. Revenue
of fertilizers and feed products was approximately
US$17,355,000, a decrease of US$1,981,000 or
-10.2% from the same period in 2022, and its share
of the Group’s total revenue increased from 8.4%
10 9.2%.

Other Products

Revenue of other products was approximately
US$16,641,000, an increase of approximately
US$154,000 or 0.9% from the same period in
2022, and its share of the Group’s total revenue
increased from 7.2% to 8.8%. The improvement
in performance during the period was mainly due
to the slight recovery of the consumer market after
the cancellation of pandemic restrictions in the early
2023 in China. The sales volume of coffee beans
and bulk food ingredients increased, resulting in rise
in revenue.

H 1L Em LA

HIEEMRBIEEE 8T
BAKSREmEEE - H
CEREBRARNEGSHAD
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154,000%75300.9% (L EE
U7 2%IEINZES.8%
BREEENFTERTEE
R2023F EAHBRE B B R 5
B HEMGEAEME T
Iizﬂbuﬂab/dtx%é?ﬂ%
M IEE SN BB AR
’Fte

Interim Report 2023 FREAR &

13



Management Discussion and Analysis EIEEstia Rk

= FERH RBERER
(=) RE &%

1. MAJOR RAW MATERIALS/ENERGY OVERVIEW

(1) Cassava/Starch

(2)

In the 2022/23 production season, the output of
major plantation areas such as Thailand, Vietnam, and
Cambodia was stable, and prices in the whole season
were relatively steady. However, due to the end of the
production season and the concerns over the impact of
the ElI Nino weather phenomenon on the next season’s
output, the market demand was still strong and the prices
rose sharply. The Group has developed more new sources
of supply according to its annual strategy, in a bid to
control production costs and increase profitability.

The Group will continue to strengthen its long-term
strategic supplier alliance, flexibly control the source of
raw materials and stabilize the procurement costs of the
supply chain.

Molasses

The global production volume of molasses in 2022/23
was still slightly lower than the previous year. As the use
of molasses to produce ethanol increased, there was no
significant increase in exports from various countries. The
Group has closely monitored the impact of climate on the
supply in various production areas.

Overall, the total output of molasses and the export trade
volume in 2022/23 are not very optimistic and thus prices
remain high. The Group will continue to monitor changes
in the international molasses market and actively develop
more new sources to ensure a stable supply of raw
materials.

14 vVedan International (Holdings) Limited B/ EIRE (2252) BIR AT
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(3)

Energy

Crude oil: In the first half of 2023, international oil prices
showed a downward trend, with Brent crude oil and
WTI falling by approximately 14% period-on-period, and
decreasing 24% and 26% year-on-year. Main factors
contributing to the decline in international oil prices
included supply exceeding demand, poor global economic
conditions, and the Federal Reserve’s monetary policy. It
is expected that economic conditions will improve in the
second half of 2023, and international oil prices are likely
to rise.

Coal: The impact of the Russia-Ukraine War subsided in
the first half of 2023. The global supply of natural gas,
crude oil and coal stabilized. International coal prices fell
sharply, but were still much higher than before the Russia-
Ukraine war. The Group will continue to monitor changes
in the energy industry, devise reactive measures with
agility, and continue implement power-saving measures.

Electricity: In the first half of 2023, there was a power
shortage in Vietnam as hydropower generation was
affected by extreme weather. Besides, the Vietnamese
government raised electricity prices by 3% in May 2023,
which impacted enterprises in the country to a certain
extent amid the economic recovery. The Group has been
using a cogeneration power system to ensure a stable
supply of electricity. It will continue to explore strategy in
procuring coal and natural gas to reduce the impact of
rising energy costs on the Group.
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IV.

FINANCIAL REVIEW

(1)

(2)

Liquidity and Financial Resources

The Group’s cash and cash equivalents and bank deposits
amounted to US$40,937,000 a decrease of US$6,873,000
or around 14.4%, when compared with the end of
2022. Total borrowings amounted to US$61,407,000,
an increase of US$1,786,000 or approximately 3.0%
from the end of 2022. The borrowings were mainly
denominated in US dollars, accounting for 73.8%.

Trade receivables amounted to US$29,959,000, a
decrease of US$4,031,000 or approximately -11.9%
from the end of 2022. Total inventory amounted to
US$151,506,000, an increase of US$10,979,000 or
approximately 7.8% from the end of 2022.

During the period, the decrease in trade payables led to
the Group's current ratio increasing from 2.29 at the end
of 2022 to 2.44. The Group's financial structure remains
stable.

Capital Expenditure

During the period, the Group’s capital expenditure
amounted to US$4,724,000, lower than US$7,137,000
in the first half of 2022. The capital expenditure incurred
was mainly due to the continuation of last year's projects
including the organic maltose line of the subsidiary in
Vietnam and the pregelatinized starch project. Due to
the COVID-19 pandemic and the Russian-Ukraine war,
there will be greater uncertainties in the operating
environment in 2023. The Group has continued to actively
pursue several development and investment projects.
However, those projects will be carefully reviewed.
There were no new major projects requiring substantial
capital expenditure during the period in addition to the
aforementioned projects.
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(3) Exchange Rate

(4)

Vietnam’s ample foreign exchange reserves have kept
the Vietnamese Dong (VND) strong in recent years. The
currency's performance has been relatively robust when
compared with the currencies of other major ASEAN
economies, such as Singapore, Indonesia and Thailand,
despite the impact of the pandemic and the appreciation
of the US Dollar (USD). From March 2023 to June 2023,
the State Bank of Vietnam (SBV) cut interest rates 4 times
to stabilize inflation and exchange rates. As a result,
the exchange rate of the VND remains stable. Vietnam
is expected to continue its export growth and maintain
trade surplus in 2023. Despite the continued interest
rate hikes in the US and a strong US Dollar, the VND is
expected to remain stable in the second half of 2023.

The Group’s subsidiaries in the PRC are mainly engaged
in local sales with transactions denominated in RMB.
Although the RMB is under depreciation pressure, it has
still maintained a high degree of flexibility. In the first
half of 2023, it first appreciated and then depreciated.
In February, it once appreciated to RMB6.7/USD, and
at the end of June, it depreciated to RMB7.2/USD. Its
overall trend in 2023 should depend on future changes
in the global economy and the resilience of China’s
economic recovery. The Group will continue to monitor
the exchange rate between RMB and USD.

Loss Per Share and Dividends
Basic loss per share were -0.10 US cents for the period.

The board of directors decided to pay an interim dividend
of 0.229 US cents per share. Payout ratio was -237.5%.
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PROSPECTS

Since 2022, the supply of energy and raw materials have been
unstable and inflation has continued to be high due to the
ongoing impact of COVID-19 and uncertainty over when the
Russia-Ukraine conflict will end. In an effort to curb inflation,
the US has increased interest rates, which drove up operating
and capital costs of companies and increased pressure on
businesses, affecting global conomic recovery and growth.

Although facing an unprecedented economic environment and
variables, the Group will continue to improve the flexibility of
its overall operations, adjust its business portfolios and models,
strengthen its organizational operations to raise management
efficiency, actively develop new products, expand the scale of
production, place greater focus on satisfying the demand from
customers and consumers, optimize the flexible cost structure
and industrial chain integration, expeditiously implement the
established action plans and, ultimately, create new growth
drivers to improve profitability. The main tasks and direction are
set forth below:

o Expand product lines and optimize product mix, partially
transform existing products, assess and launch extended
products, and gradually develop high value-added
products. The Group will also increase the proportion
of highly functional and high value-added products to
enlarge its market share and boost its profitability.

o Actively expand into new channels and new markets,
adjust product positioning and sales tactics, look for
cooperative partners to expand market scale, strengthen
brand positioning and competitive advantages so as to
improve the Group'’s results performance.

o Continue to advance production technologies and
enhance production efficiency, improve operational and
management techniques and utilize key technologies to
enhance core competitiveness so as to achieve the dual
objectives of raising quality and lowering costs.
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o Capture the market trends of bulk raw materials,
actively seek alternative raw material solutions, maintain
stable cooperative relations with domestic and overseas
suppliers and effectively execute procurement strategies
to ensure a stable supply of raw materials.

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

° Accelerate the formation of strategic alliances or cross-
industry cooperation to jointly develop the markets
through effective consolidation of resources, strengthen
its research and development (R&D) functions to realize
and seize technological breakthroughs, promote the
Group's upgrade and transformation, introduce new
products, expand its business scale and improve its
business performance.

o Establish a strategic organizational structure and
dedicated strategic teams to enhance the organizational
efficiency of all units, coordinate the Company’s
operational action plans, integrate the Group’s resources,
seek strategic mergers and acquisition plans, and
continue to expand the Group’s operations to increase
revenue, profit and scale.

. Expedite the introduction of an electronic process and
information system for the management and application
of big data, so as to obtain real-time feedback to optimize
business processes and respond to customer needs in a
timely manner.

o Continuously control capital deployment strategies,
improve the operational efficiency of assets and reduce
risks associated with financial market fluctuations amid
global financial market volatility.

Since 2022, in addition to the ongoing Russia-Ukraine War,
interest rate hikes by the world’s major central banks have
raised fears of an economic recession. Demand from the
US, Europe, and emerging markets have all slowed, adding
enormous uncertainty to the prospects of global economic
recovery and the Group's operations. Nevertheless, with its
existing operational strategies, enhanced development of
domestic and overseas markets, and well-established sales
network, as well the expectation that raw material unit prices
will stabilize slightly in the second half of 2023, the Group is
confident it can leverage its operational strengths to promote
the cautious recovery of the overall business.
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