Great Vision
= EEIE




Armed with modern technology and sound
management, we have successfully created
a number of quality products to cater to the
consumers’ tastes and demands.
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Long-established in Asia, Vedan
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

region while developing new products for

the demand of Asian consumers.
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Chairman’s Statement

EFRHREE

Adhering to its set directions and plans, the Group registered stable
growth in all of its operations in 2004. Both the Group's annual turnover
and profits saw double-digit growth when compared with 2003. Significant
achievements in both turnover and profits were recorded in the first half
of the year. However, as a result of persistently high oil prices which pushed
up the costs of raw materials, packaging materials and transportation,
plus the one month suspension of the cogeneration power plant for
maintenance (once every 3 years), and the sharp drop in lysine prices in
the second half of the year and increase in sales and administrative
expenses, profit in the second half of the year was affected. Though higher
than the level last year, the profit in 2004 was slightly lower than envisaged.
Besides, the progress of new plant construction was delayed by the tight
supply of steel and other related materials, which also indirectly affected
the annual results and profits for 2004. Nevertheless, the management
believes riding on the Group's solid foundation, its core competence and

expansion plans, it can create higher level of overall profitability soon.

Review of Operations and Business Performance

In 2004, the Group's total turnover reached US$224,976,000, representing
an increase of 10.4% over that of 2003. The gross profit rose 18.6% over
the previous year to reach approximately US$ 64,772,000. Achieving a
growth of 10.2% against last year, net profit amounted to US$24,334,000.
Basic earnings per share were approximately 1.61 US cents. The Board
recommends payment of a final dividend of 0.453 US cent per share. Total
dividend distributed was US$6,895,000.

The increase in income from operations in 2004 was mainly attributable
to improvement of results brought about by the growth of the Group's
Vietnam operation and the acquisition of the Shanghai plant. The Group
recorded impressive growth in all its major products, especially MSG which
saw a 11.2% growth. Strong MSG sales was also reported in Vietnam and
overseas markets, particularly in ASEAN countries and Europe. The
management is confident about the short to middle term development
of these markets. Modified starch, another major product of the Group,
sold especially well in Japan, the PRC, Europe and Australia, that its
turnover soared 132.2% in 2004. The increase in lysine prices in the first

half of 2004 also led to a 18.6% improvement in turnover in 2004.
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As for the operation in the PRC, despite the notable increase in turnover,
which stemmed from the acquisition of the Shanghai plant, the surge in
raw material prices affected the performance of the Xiamen plant and in
turn the level of profit. However, the Group's efforts over the past six
months in integrating sales, sourcing and operation in the PRC after the
Shanghai plant acquisition has begun to blossom. We believe the overall
effect of the above strategies will be evident in 2005 and both our turnover

and profits will improve significantly.

To strengthen the research and development capability, the Group set
up a technology research and development center at Phuoc Thai Complex
in Vietnam in 2004. Initially the new center will focus on the research and
development of starch related products and other food products. The
new R&D center and the original research pilot plant in Vietnam, which
focuses on the research of fermentation technology, will allow the Group
to expand fully its R&D scope and boost the development of high value
added products and advanced technology.

Prospects for 2005

With reference to the operating performance and market situations in
2004, the primary mission of the Group for 2005 will be to secure stable
supply of low cost raw materials and enhance the production capabilities
for its major products. For the purpose of securing stable raw material
supplies, the Group will press on with the construction of starch factory
to strive for more effective use and proactive control of sugar source. We
will also actively develop new sources of carbohydrates which success

will benefit the Group greatly in ensuring stable supply of raw materials.

As for expanding its production capabilities for major products, the Group
believes the demand for MSG and starch products will continue to grow.
This is especially true for MSG products, which are persistently in strong
demand exhausting the full production capability of the Group, and
leading to the several upward adjustments in their prices. To meet the
increasing market demand, the Group expanded its MSG production
capabilities in the Phuoc Thai Complex in Vietnam in 2004, and results
are expected to be seen in 2005. Modified starch also faces tremendous
increase in market demand. Thus, the Group is planning to set up two
more factories to raise the production capacity of starch. The move will

not only boost production efficiency and economies of scale for the Group,
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Chairman’s Statement
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but will also allow us to more proactively control and assure a stable supply
of sugar source. The management believes these strategies will enhance

the Group's overall operation and profits in 2005.

Expanding the PRC market remains as the core mission of the Group for
2005. To carry on with the expansion plans in 2004, in addition to the
continuous development of the Shanghai plant and Xiamen plant, the
Group will seek to, through merger and acquisition or forming strategic
alliances, accelerate its sourcing of raw materials and the integration of
its business operation in the PRC. Integration and expansion of strategic
alliances will ensure the robust growth of the Group's business throughout
the PRC. The Group also plans to produce high value added products in
the Shanghai plant in 2005, aiming to generate better results and profits.

Affected by the tight supply of steel in the international market, the
progress of construction of the factory for producing PGA, a new product
of the Group, has been delayed. The factory is expected to be completed
and trial production and sales to begin before the end of this year. We
are confident about the potential of the product and its ability to bring
better results to the Group. The production of high value-added
seasonings, another new product of the Group, will start in 2005 and is
expected to start generating higher profit for the Group soon. In a bid to
continue enhancing its production technology and efficiency and create
more high value added products, in addition to our own R&D, the Group
has started negotiation with several top international biochemical
companies regarding developing new technologies for producing new

materials and products.
Vedan faced a challenge-ridden operation environment in 2004. Profit

was slightly below our anticipation due to the factors mentioned above.

Tackling these unforeseen situations with maximizing shareholders’ gain
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in mind, the Group’s management and staff responded promptly by
focusing on saving production costs, propelling business development
and advancement of technology. We are optimistic about the general
sentiment and market demand prospects, and we believe the surge of
materials prices will only be a short-term situation. In 2005, we will maintain
our proven strategies and continue to develop our highly competitive
core businesses in order to generate more satisfactory results through
enhanced productivity of our core products, the completion of new plants
and overall integration. Although some uncertainties still exist, we are
confident that riding on our solid foundation and innovation, we will be
able to secure better results and higher profits this year, hence be able to

reward the unfailing support of our shareholders.

By order of the Board

Yang, Tou-Hsiung

Chairman

Hong Kong, 15 March, 2005
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