Chairman’s Statement

Looking at the global economy in 2023, at the impact of
international geopolitics and inflation, it was sluggish with demand
on the weak side. Economic growth of major economies, including
the US, the EU, the PRC and Asia overall, was affected and the
Group's revenue also felt the blow. At the same time, although the
rise in price of various raw materials had eased, prices were still
at a high level. Thus, the Group’s profit though recovered slightly,
was restrained. In addition, the interest rate hike in the US has
affected financial markets worldwide as well as the interest rates
and exchange rates of various countries, hitting the already fragile
economic recovery and consumption sentiment turned conservative.
Vietnam is the Group’s largest market and her economy relies
mainly on exports. As markets worldwide weakened, the country’s
export sales was harmed and consumption weakened, resulting in
a slowdown of overall economic growth. Vietnam’s GDP grew only
5.05% last year, lower than the 6.5% originally forecasted for the
year.

The Group’s revenue from operation for the year reached
approximately US$386 million, down by approximately US$64.84
million, or 14.4%, against the previous year. Due to the economic
downturn and decline in market demand, the revenue of several
major products of the Group, including MSG, starch sugar,
hydrochloric acid, soda, and fertilizer and feed, all dropped. Gross
profit for the year was approximately US$55.43 million, with a
gross profit margin of 14.4%, representing an increase gross profit
margin of 4.8% over the previous year. The gross profit improvement
was mainly from the lower costs of the Group with raw materials
prices dropping because of the sluggish global economy and shrink
in product demands. In addition, interest rates of borrowings rose
markedly this year, so financing cost increased. With the increase in
gross profit, net profit for the year was approximately US$7 million,
a significant improvement from net loss of US$4.38 million in the
previous year, and net profit margin was 1.8%.
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Chairman’s Statement

Sales of the Group's products in major markets mostly declined due
to the lack-luster economic situation. In the Vietnamese market, due
to lower market demand and keen competition, it was hard to raise
the prices of MSG, starch, soda and fertilizers, as a result, revenue
from the market decreased by around 11%. The Group’s operations
in the PRC were still under the weather due to the weak economy
affecting sales of different products, as a result, revenue from the
PRC market saw a 12.3% drop year-on-year. In Japan, apart from her
prevailingly weak economy, there was severe market competition that
stifled demand for MSG and modified starch, hence revenue from
the market fell by approximately 14.5% compared with the previous
year. In the ASEAN market, the sales of major products, namely MSG
and modified starch, decreased due to cut-throat price competition,
resulting in a 13.4% year-on-year decline in revenue from the market.
In addition, in the U.S., the drastic rise in interest rate to curb
inflation has dealt a blow to economic recovery, leaving consumption
sentiment and demand hanging in the balance and the sales of starch
sugar products felt the bigger impact. As a result, revenue from
the market slid by approximately 32.5%. As for subsequent sales
momentum in the market, it remains to be seen.
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By product category, it was hard for the Group to raise prices of its
main MSG and seasonings products due to the weak economy in
Vietnam, Japan, the PRC and major export markets, and declining
demand and competition, which resulted in a 16.7% decrease in
revenue against the previous year. As for modified starch, which
is another major starch product of the Group, with the Company
continuing to promote new product specifications and high value-
added products, sales of modified starch grew steadily in such
markets as the United States, Europe and Vietnam. However, starch
sugar product of the Company recorded a relatively sharp decline in
revenue due to decreasing demand and major customers digesting
their inventories. All factors taken into account, revenue of starch
products and starch sugar products for the year decreased by
approximately 10.8% compared with the previous year. However,
seeing great market potential in and the development prospect
of the product category, the Group has kept developing relevant
products as well as their extensions, with the aim of developing
diversified products and new products with higher added value. As
for hydrochloric acid and soda products in the specialty chemicals
category, they saw a decline in market demand in Vietnam and
competition sparked by their international prices dropping during the
year, and that affected the overall revenue from specialty chemicals,
dragging it down by a significant 25.3%. Sales of fertilizer and
feed products of the Group were affected by the continuing decline
in international prices of chemical fertilizers and urea, and the
market tended to think the drop would continue hence it should
wait-and-see. As for feed business, sales declined due to spread of
diseases in farms, high breeding costs and weak demand in some
markets. Overall sales of fertilizer and feed products fell by about
3.9% compared with the previous year. For trade products, with
consumer goods industry in Vietnam growing rapidly, the Group is
cooperating with a number of internationally renowned brands in
product distribution so as to increase the number of product items it
operates. In addition, trade products distributed by the Group in the
PRC, including bulk food ingredients and coffee beans, with demand
varying from region to region and sales correspondingly, overall
revenue only decreased slightly by approximately 5.7% against the
previous year.
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Looking ahead at 2024, the economic and business environment
will remain rather complex impacted by such factors as the ongoing
Russia-Ukraine War and other geopolitical risks, high energy and
raw material prices, unstable supply, global inflation, and volatile
exchange and interest rates, affecting the Group’s operating risks
as well as opportunities during the year. Although the prices of
raw materials, energy and freight came down a bit last year, which
helped stabilize production costs and profit to some extent, the
Group expects the supply of various international and local raw
materials to be uncertain this year. It sees inflation risks prevailing,
consumption demand still needing to catch up and keener market
competition for various products. These factors will pose challenges
to the Company’s operations in the near term and the Company will
keep a close watch on situations and respond accordingly. In view
of this business environment, on top of more flexibly strengthening
daily operations, the Group is accelerating development of new
products and honing its technical capabilities. At the same time, it is
hastening forging strategic alliances and has begun cooperating with
several internationally renowned and excellent enterprises, embarking
on production and sales related cooperation and joint ventures in
the field of food and fertilizers, so as to speed up introducing new
products and new businesses. In the future, the Group will continue
to increase the pace and effort of building strategic alliances that it
may benefit from the leverage its allies provide and realize higher
efficiency, plus explore more diverse business areas.

Although at the impact of various short-term factors in the economic
environment, economic activities in Vietnam have slowed down
slightly, the market has an outstanding business environment and the
brace of such trade agreements as EVFTA, UKVFTA and RCEP signed
with countries and regions including ASEAN member countries,
the EU and the UK. Thus, after the short-term uncertainty is over,
it can expect to see great development potential. Therefore, while
remaining cautiously optimistic about its business, the Group will,
on top of stabilizing the foundation of its operations and enhancing
their flexibility and agility, also actively embark on new operations via
forming strategic alliances with a focus on new products and new
business areas. The Group believes its operations, resting on solid
strategies, will continue to advance and develop on the right track.
Well aware of the opportunities and also their responsibilities in the
changing business environment, all members of the Group will strive
to seize those opportunities, with a pioneering vision and a positive
attitude, to achieve greater breakthroughs and development in its
results and operations.

By Order of the Board

Yang Tou-Hsiung
Chairman

19 March 2024
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