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Professional operation and lean management gained traction
Performance improved across all segments
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During the first half of 2017, the Chinese economy has maintained the momentum of steady and sound development. The
economic structure was optimised consistently and the economic growth was more balanced and sustainable.

The agricultural processing industry focused on value chain expansion in competition to meet the consistent consumption
upgrading and the deregulation of domestic grain pricing. The dominant players were leading the industry to gradually restore

competition in order, with the improvement of the operating environment and efficiency.
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* Enhance professional operation to reinforce market
position: Stimulate the vitality of business segments with
authorisation and incentive schemes to reinforce their industry
leadership.

* Further expand towards B2C business to complete business
portfolio: EGM held on 7 July 2017 approved the acquisition of
distribution business of consumer packed oil. The project will
provide a developed sales channel for production capacity to fill
the blank of B2C brand marketing business, completing our
oilseed processing value chain.
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Refined management system improve operational efficiency

of whole value chain to increase financial performance:

» Comprehensive risk management system operated smoothly

» Proper procurement and sales paces to cope with market
fluctuation

» Optimise production process to maintain costs advantage

 Different segments conducted joint sales across product-line
to accelerate the development of branded business

» Optimise loan structure to save finance costs
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Top line: Sales volume rose from high base level to push up revenue year-on-year
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B All value chain operated smoothly and efficiently to further increase the sales volume by 4.3% to 11.292 million metric tons from
a high base level in the same period of last year.

B Revenue rose by 9.0% to HK$44.431 billion mainly due to sales expansion and price recovery of oilseeds meals, vegetable oils
and fuel ethanol.
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Bottom line: Performance improved across all segments, supporting the overall financial turnaround
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W During the period under review, due to the improved environment for the agricultural processing industry, the Company realise
financial turnaround compared with the first half of 2016 and deliver HK$1,059.0 million net profit attributable to equity holders.

Oils: Increased sales to maintain leading market share, performance improved constantly based upon stable operation;

Bios: Benefited from the capacity layout and favourable policies in main corn producing areas, profits jumped year-on-year;

Rice: Further developed branded rice and international trading business, overall profitability was enhanced significantly;

Wheat: Transformed towards branded products based on the competitive competence of traditional business, profit rose year-on-year;
Malts: Maintained core competitive advantages and high-level profitability.
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Capital Structure: Save finance costs through detail-oriented management, maintain healthy and™
stable capital structure
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B The Company adhered to a prudent and stable financial policy. By conducting detail-oriented management, China Agri improved
the efficiency of the usage of capital, meeting the incremental demand for funds of the constantly growing business. The amount
of interest bearing debts maintain relatively stable. Net gearing ratio is 65% as at 30 June 2017.

B Finance costs declined by 9.4% to HK$330 million due to constant loan structure optimisation.

B Capital structure maintained healthy and stable with sufficient money in hand.
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Oils: Increased sales to maintain leading market share, performance improved constantly
based upon stable operation
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B During the first half of 2017, spot prices of products declined on the background of ample supply in the oilseeds market. The
industry profit margin narrowed from the peak level at the beginning of the year.

B The Company used market intelligence to make sourcing decision at proper timing. By accelerating sales pace and refining
supply chain management, the operation efficiency was improved constantly.

B Sales volumes of oilseeds meal and oils reached 3.661 million metric tons and 1.816 million metric tons, a 1.5% and a 6.2%
growth respectively, pushing up the revenue to HK$24,613 million. Operating profit was HK$426 million, a substantial increase
year-on-year.
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Bios: Benefited from the capacity layout and favourable policies in main corn producing areas, — """
profits jumped year-on-year

Sales wlume of Corn Starch
10,000 o emwE | | B
Sales wlume of Sweetener
0,
5 620 5500 B B 493 433 +13.9%
’ + 237 '
Sales wlume of Fuel Ethanol 207 194 6.6
5,000 2 — YRRl Z Bebl e o7
- 267 h
A — n
HK$ million Z&#7 2017 H1 2016 H1 ~Nange
Rewenue 5,590 5,620 0.5%
3 s -U.070
0 WA
2016 H1 Price Variance Volume Variance 2017 H1 GP Margin
Revenue I A (et Py Revenue I A £ F% 17.2% 8.8% +8.4ppt
Orperating Profit
NN 754 154 +390.4%
ZE A ’

B REERMGBEDR REENARETEEUHEE TLEBRILEAETERHNHBECR =2 NMREBREESER - 18
WERIN TR - A LFFEERIEBERRINENIXE -

B IKITESEREERBMAEEEED  E—PRAMKNERHFE - WEEFRABERRFLLREE - DDGSEOEERIBNA
B - BIRRAELRE - BABRIKF -

B EIRUIALS.00EET ; ERNERLT2Y% ; BRIEEERT54E27T  BILLEBEER -

B Leveraged its strong footprints advantage in the main producing areas to procure new grains, securing low cost feedstock supply.
Responding to the incentive policy in northeast of China, procurement and productions were proactively accelerated to obtain
processing subsidies, supporting the year-on-year jump of business performance.

B With quality product and lean management system, sweetener sales further increased. Meanwhile, with the recovered crude oil
prices and reduction in DDGS imports (imports of Distillers Dried Grain with Solubles), the segment was able to scale up and
improve profitability.

B Total revenue was HK$5,590 million, with overall gross margin of 17.2% and operating profit of HK$754 million, a substantial
increase year-on-year. 7
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Rice: Further developed branded rice and international trading business, overall profitability wa
enhanced significantly
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B The Company further developed branded rice business with promotion measures like brand marketing and products upgrading. The
scale and profitability of its branded rice business were improved.

B Took advantage of its experience to aggressively expand overseas market such as Africa, improving capacity utilisation rate
substantially.

B Total sales volume of the segment increased by 44.6% to 1.299 million metric tons compared with the same period of last year.
Revenue reached HK$6,283 million, up 38.9%. Overall gross profit margin rose 2.2 percentage points to 14.0% with operating profit

rose sharply to HK$277million.
8
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Wheat: Transformed towards branded products based on the competitive competence of traditiofflal ~ *****"
business, profit rose year-on-year
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B During the first half of 2017, wheat prices remained at a high level with stable consumption of flour. Destructive price competition
accelerated industry consolidation and upgrading.

B By collaborating with the team of branded rice business, the wheat processing business was able to expand the distribution channel,
improving the market position and sales volume of branded flour products.

B The special purpose flour business has set up differential services for customers in varied downstream sectors such as bakery, snack
foods and catering to reinforce the long-term strategic partnership and maintain competitive advantage.

B Sales of flour products increased by 13.7% year-over-year to 1.110 million metric tons, realising total revenue of HK$4,140 million,
an increase of 2.3% year-over-year. Operating profit rose to HK$63 million. 9
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Brewing Materials: Maintained core competitive advantages and high-level profitability
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B During the first half of 2017, the demand for high-quality brewing materials increased as the domestic beer industry moved
towards higher value-added products.

B The business put to use its core competencies in technology and quality to strengthen the strategic partnerships with key
customers. Meanwhile, it explored the demand in emerging markets and increased the sales of mid-to-high end and export malts,
seeking new growth drivers to meet the market trend.

B The brewing materials business’s lean management practices helped to achieve operating profit of HK$180 million,
outperforming industry peers.

10
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Outlook
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B Looking ahead, the Chinese economy will keep seeking progress while maintaining stability to ensure stable and healthy
development. As the domestic consumption is becoming more important as major growth driver, agricultural products will
continue to see more demands for high-end products featuring nutrition, health, flavour and functional differentiation. Price
sensitivity will play a less important role in consumer decisions, signalling new growth opportunities for added value and
profitability.

B China Agri has established leading domestic processing capacity for agricultural products. This puts it in a strong position to
capture the trend towards value-added consumption. In the second half of the year, the Company plans to accelerate the acquisition
and consolidation of the packaged edible oil business from COFCO Fortune Foods Sales and Distribution Co., Ltd. to inject long-
term vitality for performance. The acquisition will open up the oil processing industry chain and improve operational efficiency. Its
national sales network will help to further develop existing branded business.

W In terms of business operation, the second half is likely to see a sufficient supply of raw material globally to ease cost pressure.
However, challenges will remain in price fluctuations in the oilseeds market and the income declines due to the expiration of
government grants for corn processing business in the first half of the year. With the arrival of the traditional peak season, market
demand is expected to increase on a quarter-on-quarter basis, supporting product profitability. China Agri will continue to execute
strategies aimed at operational stability and give priority to risk management, and further promote professional operation to
stimulate business vitality. Through emphasising on detail-oriented management, the Company will try to tap potential of cost
savings and efficiency improvement, striving to maintain industry leading performance. 11
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