
 

Chairman’s Statement

05

In the first half of 2008, the overall raw material supply and demand
trends in the international market continued on the same path as in the
preceding year. Hefty oil price and unstable climates had kept the prices
of raw materials consistently high and accordingly pushed up production
costs of the Group. Fortunately, the Group was able to make key raw
material procurement arrangement for the year at the beginning of the
year. At the same time, the Group adjusted its marketing strategies
including raising the selling price of its products to reflect increased cost
and enhance profit. Thus, despite of the pressure of global inflation and
high material prices, the Group performed better during the review period
than the same period last year.

In May, affected by economic factors such as high inflation and trade
deficit, the Vietnamese Dong devaluated slightly and that raised the
exchange loss of the Group’s plant in Vietnam. However, the Group
recorded marked growth in export sales which was mainly denominated
in US Dollars. Thus, all taken into account, depreciation of the Vietnam
Dong did not posed serious impact on the turnover and profitability of
the Group. At the active intervention of the Vietnamese Government,
this situation has been corrected.

The overall performance of the Group in the first half of 2008 reflected
continuous strong demands for its products in the market. Total turnover
of the Group reached US$ 182,735,000, representing an increase of
24.5% against the last corresponding period. Net profit exceeded
US$9,278,000, 16.1% higher than in the same period last year. As for
the Vietnam market, which felt pressure from depreciation of the Vietnam
Dong, the Group increased the proportion of export sales and accordingly
turnover from domestic sales recorded but only 0.1% increase. As for
the China market, high raw material prices also and intense competition
affected its growth momentum, with turnover growing by just 13.9%.
However, ASEAN countries and the Japan market achieved satisfactory
performance in the first half year, with turnover up by 72.7% and 56.1%
respectively. At the efforts of the Group to penetrate these markets in
the past few years, they have become important indispensable markets
and drivers of steady growth of the Group. By product, sales of core
products of the Group increased steadily in the first half year, with MSG,
lysine, modified starch and specialty chemicals all performing brilliantly
driven by increased demands. The turnover from lysine and modified
starch, in particular, soared 99.6% and 62.3% respectively when
compared with the same period in 2007. Increasing market demands
and the improving operational results of these operations have greatly
boosted the Group’s confidence in future development.

Facing the same threat of tense raw material supply as enterprises in
different industries around the world, the Group has been keen on
securing access to raw materials. In addition to adopting flexible
procurement from diverse sources, the Group has continued to conduct
researches on carbohydrate sources and extend plantation areas of such
sources to divest risks and lower cost of carbohydrate sources. Moreover,
capitalizing on the production advantages of its core businesses, the
Group continued to enhance production efficiency and trim production
costs during the period. On the operational front, apart from timely
adjustment of the prices of products for domestic market and export to
reflect increased costs, efforts were made to expand export so as to
compensate exchange loss caused by depreciation of the Vietnam Dong,
as well as further penetration into regional markets and counter
operational risks. The fluctuating Vietnamese economy in the first half
year commanded the Group to conduct its business with prudent and
implement relevant strategies including lowering costs and all operating
expenses and expanding overseas markets. These initiatives enabled the
Group to grow its business and profit notably despite the adverse market
environment.
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PROSPECTS OF THE SECOND HALF YEAR

Since the beginning of the year, there have been signs pointing to
continuous global inflation and shortage of raw material supply. To tackle
these looming uncertainties yet to clear, the management has a series
of measures mapped out for the second half year. First and foremost,
the Group will focus on securing supply of low-cost raw materials. In
addition to developing high-yield carbohydrate sources such as tropical
sugar beet and sweet sorghum, the Group also started to look for more
carbohydrate sources in Vietnam, Laos and Cambodia since last year. It
expects these efforts to bear results in the next few years. Other than
securing raw material supply, the Group will continue the talks with
several overseas companies owning advanced technologies about
technological cooperation and production projects to improve its
technology, efficiency and sales of new products.

After securing stable supply of raw materials and fully realising
technological efficiency, the Group expects to be able to apply its sales
and marketing competence to meet growing market demands, and
expand and strengthen its core amino acids and modified starch products.
The Group will also adjust its sales strategies to reflect changes in cost
and cement its profit base. Furthermore, the Group is evaluating plans
to expand production capacities for existing products so as to cater for
growing market demands. At the same time, heeding the advancement
and changes in the Vietnamese consumer market, the Group has been
actively planning and integrating the local channel structure and sales
organization with the aiming of achieving further breakthroughs in the
market. Although Vietnamese economy fluctuated in the past few
months, the government was quick to respond and implement relevant
combat tactics and strategies. Based on the various economic indicators
available now, those measures have been effective in mitigating adverse
factors and stabilising the economy, and are expected to soon send the
country back on track to achieving set economic goals. The Group is
also confident of the long term sustainable development of the
Vietnamese economy.

MSG and seasonings will remain as the core products of our China
operation. However, with competition extremely intensive in the market
and raw material prices standing high pushing up production costs and
squeezing profit, the Group is exploring different relevant strategies and
projects with higher value added products to improve operational returns
and profit.

Operating in a fast changing environment, apart from realising and
extending its existing fermentation related technology and marketing
and sales advantages, the Group also hopes to capitalise on the
opportunities arising in the booming Vietnamese economy and its own
firm operational foundation and geographical advantages to pursue
different businesses and reap synergies and enhance overall operational
results. All of us in the Group are realize that challenges are still persisting
in the operating environment. We vow to continue to work hard and
with prudence, and with an open mind and emphasis on pragmatism in
overcome all difficulties. We will strive to improve business results and
maintain profit growth, and continue to take our businesses to new
grounds and create higher value for shareholders.

By order of the Board
Yang, Tou-Hsiung
Chairman

Hong Kong, 9 September 2008  




