QIAN HU CORPORATION LIMITED

MESSAGE FROM THE FISH

Dear friends,

What a year this has been! We continually faced bouts
of market volatility and market, economic uncertainty
and geo-political turbulence that seemed to challenge
our confidence and stretch our tenacity and resilience
unceasingly. The good and bad news is that these
challenges are here to stay, well, at least for a while.

In the mean time, the Group’s Ornamental Fish sales
continued to be affected by depressed markets in the
Eurozone and Russia as Europe historically accounts for
more than 20% of the Group’s ornamental fish business.
In addition, volatility in China’s domestic stock markets
and weak economic data weighed down on demand for
our Dragon Fish.

As a result of Malaysia’s domestic political uncertainties
and the devaluation of the Ringgit against major
currencies, including the Singapore dollar, which affected
consumer demand for our Accessories products.

The only bright spark this year was the performance of
our Plastics segment which saw sales jumping 5.3% and
profitability surging by 70.9% in FY2015.

Despite a very challenging business environment,
the Group is focused on driving transformation and
innovation while keeping a tight rein on overheads
and operating expenses. We are unwavering in our
commitment to transform Qian Hu into an innovative
ornamental fish company, focusing on cutting-edge
product developments in filtration, fish nutrition and
genetic-breeding of unique Dragon Fish. We will also
focus on building a strong pipeline of innovative, higher-
margin products.
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FARM AUTOMATION

I am happy to report that Qian Hu's automation is completed and
our farm here is the first in our industry to achieve such levels
of productivity and automation. This system incorporates the
Intensive Multi-Tier Automated Water Recirculation Tank Holding
System that enables us to deploy the same number of workers
to take care of more tanks. In addition, this system reduces the
amount of water required in the quarantine process while raising
fish capacity by up to 50% compared to conventional methods.
Our staff can also use a PDA with Navision software to check stock
inventories and movement — thereby enhancing work efficiency
and reliability. Our next project is to check on the feasibility of
designing a fish counting device to accurately count fishes as part
of our inventory monitoring system.

R&D/NEW PRODUCTS

Meanwhile, our Hydro-Pure technology continues to gain stronger
momentum, particular in Europe and North Asia where customers
are requesting for more products to be integrated with this
revolutionary filtration technology. In response to the increasing
demand for small aquariums (or nano tanks), we launched the
“OF Hydra Nano Plus” in 2015 which are loaded with innovative
features such as built-in surface skimming and terrarium tank
applications, thereby enhancing the product’s versatility and
value-add.

We are also in the process of developing a series of Canister
filters with our proprietary Hydro-Pure technology. A prototype
was displayed at the China International Pet Show (CIPS) held in
Shanghai in November 2015, and we plan to launch this product
at the Interzoo Expo in May 2016.

Our exciting range of marine accessories under the RevoReef
brand continues to make inroads in important markets such as
Europe. Moving ahead, we are focusing on developing more

products for marine tank applications to expand the RevoReef
product range, such as marine LED lighting accessories and
de-nitrators.

Our innovative fish nutrition product - “Insta Fresh” eliminates
the hassle of traditional fresh feeds that require refrigeration.
With our unique heat steam sterilization canning process, we are
able to offer our customers quality, bacteria-free fresh feeds that
are lower in cost and convenient to store.

OUTLOOK

Our innovative array of proprietary Accessories and Fish Nutrition
products positions Qian Hu as the most creative Asian accessories
provider. We believe that these initiatives, together with our
extensive global export markets, will strengthen the Group’s
resilience and sustainability in the medium to long term. This
spirit of innovation, which is the lifeblood of our Group, is critical
in ensuring that Qian Hu stays close to its customers, giving
them what they need and want, even as we seek to exceed their
expectations. We believe that the Group’s fundamentals are
robust even in the midst of an increasingly challenging business
environment.

Thank you for your support and for believing in Qian Hu's journey
of sustainable growth.

Kenny The Fish
Executive Chairman & Managing Director
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