Long-established in Asia, Vledan International (Holdings) Limited
is a premier manufacturer of fermentation-based amino acids,
food additive and cassava starch-based products. Its prominent
reputation has been built on the quality manufacture of MSG, a
key food additive lying at the heart of the unique tastes of Asia’s
two billion consumers. The Group's vision of the future is simple:
to expand and enrich its markets across the Asian region while
developing new products for the demand of consumers.
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8 Vedan International (Holdings) Limited

Chairman’s Statement

Despite facing challenges on its profit from high raw material costs and
keen competition in the market, Vedan International still managed to
achieve notable turnover and profit growth in 2006. These achievements
were attributable to the Group's success in overcoming the adverse market
conditions by raising the selling prices of its products, controlling cost and
adopting flexible production.

Our business continued to report overall steady growth in 2006 with
turnover and net profit grew by 12.7% and 37.3% respectively when
compared with 2005. Although the cost of raw materials stayed high and
market competition remained intense, with the Group implementing active
development and expansion plans and effective sales and marketing
strategies in major markets, it recorded year on year growth of 9.1%,
15.19% and 78.2% in Vietnam, the PRC and ASEAN markets. Except for
lysine, all of the Group's core products delivered satisfactory performance
with GA, modified starch and specialty chemicals reporting particularly
strong growth in sales.

In 2006, the Group focused on perfecting the raw material and market
supply chains in the PRC. Shandong Vedan Snowflake Enterprise Co., Ltd.,
which commenced operation in early April last year, produced GA during
its initial stage of operation. Apart from selling its products directly to
customers, the company also secured a stable supply of raw materials to
the Group's other factories in the PRC. It has extended the Group’s business
presence from Central and Southern China to Northern China and even
the Northeastern part of the country. Moreover, the Group's Shanghai
plant started production and sale of modified starch for food applications
in 2006 and reported encouraging preliminary results.
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Chairman’s Statement (continued)

In the past two years, the Group's profit had been seriously affected by
the rising costs of carbohydrate sources. Thus, the Group made securing
stable supply of carbohydrate sources a key focus in 2006. Related
initiatives included expanding the trial cultivation of tropical sugar beet in
Vietnam and the production capacity of Ve- Yu Starch Factory acquired by
the Group at the end of 2005, and constructing a new starch plant in Ha
Tinh province. The management believes these moves will allow the Group
to improve production costs and profitability in the near future.

Outlook for 2007

Vietnam is the main production base and market of the Group. After her
formal accession to the World Trade Organization (WTO) on 11 January
2007, Vietnam has seen trading and large investment activities heating
up. We expect this encouraging development to ripple across the entire
ASEAN market translating into boosted general consumer demand and
economic advancement. The Group is glad to have started early in building
and growing its operations, sales network and brand prominence in Vietnam
and the ASEAN market at large. Vietnam'’s accession to the WTO and
opening of AFTA will bring more severe competition into the market, but
we believe the Group has first mover advantages in production as well as
sales and will be able to ride on the new international trading platforms to
quickly push its existing and new products to emerging markets including
ASEAN countries, China and India, opening for itself yet more lucrative
business opportunities.
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Chairman’s Statement (continued)
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Regarding development of the PRC market in 2007, we will pursue further
development of the distribution network for MSG and GA in Shanghai,
Xiamen and Shandong. We also expect the Shanghai plant to start producing
and selling value-added seasonings and modified starch for food
applications to boost our product portfolio and in turn enhance our
performance. Moreover, taking into account the overall business
environment in the PRC, the Group plans to move the MSG refinery facilities
in the Xiamen plant to Shandong in 2007 to strengthen and perfect the
overall fermentation and production capacities of the Shandong plant.
Our aim is to build the Shandong plant into a strategic base to facilitate
the Group's business expansion, production and sales integration in the
PRC market.

The Group has also paid much attention to the direction of R&D activities
and their implementation. Good progress has been made in areas including
new applications for modified starch, and development of new value-
added seasonings and GA, as well as finding ways to enhance production
efficiency. Currently, on top of the efforts of our own R&D team, we are
negotiating certain projects in relation to product or innovative production
technology development with some advanced international bio-chemical
companies holding innovative technical know-how. We hope to
continuously advance our production technology and efficiency, and create
more high value-added products to add to our diverse offerings.
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Chairman’s Statement (continued)

While raw material costs appear to decline recently, competition in the
market is still keen. To overcome the challenges ahead, our staff at all
levels will give their utmost efforts in tackling their work. We are confident
that the Group's profit will gradually pick up as our technological capabilities
improve and we continue to push forward our business strategies.
Moreover, the Group will continue to review its long-term operational
direction and develop a befitting development blueprint that can help it
stay competitive and create higher value.

By order of the Board

Yang, Tou-Hsiung
Chairman

Hong Kong, 20 March 2007
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