Chairman’s Statement
FEHRE

Dear fellow shareholders,

In 2004, the Company posted a net loss of HK$12.7 million or loss
per share of HK0.75 cents on turnover of HK$25.0 million, compared
to a net profit of HK$27.4 million, or earnings per share of HK1.61
cents, on turnover of HK$98.5 million in 2003. The 2004 loss,
excluding impairment charges, was HK$3.1 million, compared with
a 2003 profit from operations of HK$27.4 million.

While disappointed with the HK$30.5 million deterioration in net
results, driven by lower sales, management continues to focus on
returning the Company to profitability. To this end we are pursuing
strategies that position the Company to capitalize on the Group’s
strengths when recovery in markets occurs.

The year 2004 was characterized by severe market conditions in our
business. The Group's sale continued to deteriorate in the third to
fourth quarters 2004, due to increased competition and a seasonal
decline in pesticide demand. In light of the current market conditions,
the management reviewed the carrying amount of the Group’s assets
and identified that impairment charges related to certain production
assets and intangible assets were necessary. Accordingly, the Group
recorded HK$9.6 million as impairment charges in the year-end,
based on the valuation made by an independent professional valuer
at the balance sheet date.

As the Company continues to operate under a very competitive
environment and does not expect sign of recovery in the near term,
the Company has been looking for investment opportunities that
could bring better returns to shareholders. In March 2005, the
Company entered into an agreement to acquire 20% interest in a
pharmaceutical business in China. Although the agreement was
subsequently terminated, the Company will continue to look for
other investment opportunity that will complement and enhance
the value of the Group’s business in the long term.

On behalf of the Board, we would like to recognise, with gratitude,
the support of all our valued employees, customers, as well as the
interest shown in our Company by our shareholders. We remain
committed to continuously improve our business and maximise the
value of the Company for shareholders, customers and employees.

Lao Seng Peng
Chairman

21 April 2005
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