Chairman’s Statement
FEHRES

The global economy in the first half of 2004 presented Vedan with a challenge-
ridden operation environment.Rising oil prices pushed up material costs and
the macroeconomic control measures implemented by the Chinese
government created variables for market development.The bird flu outbreaks
affected several regions in Vietnam, the Group's most important market.
Fortunately the outbreak was properly contained by swift government action.
Though faced with uncertainties in its operation as well as its future planning,
the Group's management and its staff, managed to convert these challenges
into opportunities,enabling the Group to grow its business and profit despite

changing market environment.

In the first half of 2004, the Group's turnover reached US$109,439,000, an
increase of 15.5% from the same period last year. Gross profit margin was
recorded at 34.2%,a 35% increase from 25.3% last year. Net profit increased
by 57.9% to US$15,677,000. Basic earnings per share were approximately
US1.04 cents (HK8.1 cents).The significant rise in turnover and profit was partly
attributable to increased sales and partly due to successful switch from using
expensive imported fuel oil to natural gas after the completion of gas pipelines
at Phuoc Thai Complex in Vietnam, which made important contribution by
lowering production costs. The Group achieved double-digit growth in sales
for all its major products including MSG, starch products and lysine in first
half of 2004, thanks to high market demand and effective sales strategy.On
regional side, the Group reported double-digit sales growth in its major market
Vietnam as well as the fast expanding ASEAN market.In China, MSG sales
increased by 19.4%. Higher market recognition and wider sales network
brought an enormous 15 times increase in the sales of starch products. In
addition, breakthrough in sales was also recorded in new markets including

Europe and Australia.
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EFRBREE

Besides focusing on the research and development of fermentation based
and high value-added new products, the Group's primary goals for the year
also included exploring new markets in other parts of the world.To strengthen
its operational base in China, the Group acquired Shanghai Vedan Food's assets
and MSG business in June.The acquisition provides the most efficient way for
the Group to establish a flagship production base in China,and at the same
time facilitates the consolidation of its sales and marketing efforts in the
country.Recognizing the importance of securing stable raw material supplies
for the manufacturing operation in China, the Group has been actively seeking
to form partnership with suppliers in China. Regarding future development
of the China market, the Group will continue to move forward with prudence,
carefully identifying and assessing potential business and strategic alliances
50 as to expand its sales network and establish new production base. As for
its operation in Vietnam, the Group expects to continue to reap higher benefits
in production efficiency and economies of scale. Anticipating steady growth
in demand and after evaluating the current capacity, the Group budgeted
this year for the expansion of facilities for producing MSG, GA, hydrochloric
acid, hypochlorite, starch, modified starch, PGA, and value-added seasoning.
The double-digit growth in sales of all major products in the first half of the
year exemplified the high demands.To meet the rising demands, the Group
will speed up the expansion of its various facilities, targeting for operation to

commence by the fourth quarter.

Our products have successfully penetrated major Asian markets and are
enjoying rising market shares.The Group, however, will not be complacent.
We will continue to enhance our fermentation technology to develop high
value-added and innovative products to extend our edge.The Group will also
encourage speedy integration of local distribution networks in fast growing
markets including China and ASEAN countries to maximize the network’s
depth and breadth. Access to new markets will also allow the Group to
efficiently launch new products, thus taking the Group's business to new

heights.
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Vedan has been listed since 27 June 2003. During this year, with a strong
commitment to innovate,our management and staff have worked relentlessly
for the future development of the Group and the maximum return of
maximum shareholder value. This explained our achievements in business
expansion, new products development and cost reduction during the first
half of the year. Our interim results, especially our profits are shining proof of
Vedan's growth. In the second half of the year, we plan to maintain our proven
strategies and continue to develop new products as well as expand major
product lines.We will also improve our production efficiency and productivity
to reap more benefits from vertical and horizontal integrations. The Group
also intends to enlarge and deepen its major product categories and markets
to achieve the maximum overall growth. We are confident that with the
concerted effort of our management and staff, we will secure better results,
higher profits and faster growth this year, hence bringing more benefits to

our shareholders.

YANG Tou-Hsiung
Chairman

Hong Kong, 31 August 2004
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