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The rapid growth of China's economy has resulted in rapid urbanization.
Consumption structure is upgrading. Hence, the market for domestic
consumption remains to be of great potential. In 2007, the food and
beverage industry sustained its long-term growth. Mergers and
acquisitions, food safety and the Olympic Game became the hot topics.
This year we are going to have the 2008 Olympic Game while 2010 will
be the year for World Expo in China. These events will put China in the
international limelight. Multinational enterprises, including those in the
food and beverage industry, will be attracted to the Chinese market.
These factors, coupled with the rising energy and raw material prices will
make the next few years challenging for our management team. In order
to keep our leading positions in the Chinese market, the Group will strive
to maintain its long-term growth by pursuing a brand identity that
embraces “good taste, health and safety” and through continuing new

product development and marketing.

Thanks to China's blooming consumer market and the strenuous team
efforts of our operations, 2007 was a year that we performed well above
expectations. We remain confident for 2008. To grasp this opportunity, we
will increase our investment and actively expand our production
capacities in beverages and instant noodles. We will also review our non-
core business investment in order to rationalize the allocation of our
existing resources. Competitive products will be further explored in

order to strengthen the Group’s operations.
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J& ¥ Prospects

Looking forward, (1) we will continue developing instant noodles that
have local flavors to maintain the leading position. We will also create our
image as a fashionable instant noodle specialist to secure our leading
position in the high-end market. As an overall corporate strategy, we will
compete aggressively by increasing our market share in the low-price
noodle market. (2) On beverage, we will continue to expand our sales to
increase market shares through introduction of new products. It is
expected that our beverage business will continue to grow in 2008. (3)
As to the bakery and refrigeration business, we will consolidate and
continue to expand the development of differentiated products. More
efforts will be spent on R&D to create more products that taste good
and are nutritional and healthy. (4) The Group recognises that for
consumer products that command fast turnover effective and efficient
distribution channels are of essence. As a result, the Group will continue
with its refined sales strategy towards the opening of new market and to

remain well prepared in the competitive market.

It is expected that prices of raw materials such as palm oil will continue
to rise in the year 2008. The Group will continue to deploy advanced
equipment to reduce unit production cost and maintain a stable gross
profit margin. In order to meet with its corporate development
requirements, the Group will hire talents of high calibre and will enhance
its internal control management system. More effective management
monitoring and supervision methods will be applied to ensure effective
management throughout the Group. Production departments will focus
on quality management by introducing critical production technologies
and enhancing quality assurance capacity. The sales department will focus
on brand building, the intense cultivation of sales channels and regulating

sales and market management to walk an extra mile for sales activity.
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For enterprises that face fierce market competition, it has become more
and more obvious that brand identity is extremely important. Branding
has become a mainstay that enterprises hinge on for survival and
development. In the future, we will establish a mechanism of Enterprise
Risk Management (“ERM”) and implement the Corporate Identity System
("CIS") to strengthen the “Master Kong" brand reputation and awareness.
We will incessantly expand our branding influence to be the avant-garde
leader in the Chinese market and give impetus to the corporation’s

sustaining and steadfast growth.

In the first quarter of 2008, the Group had a brilliant performance with
an increase of 43.6% in turnover. Such achievement can boost morale of
the management team.We are confident that turnover and EBITDA will

continuously achieve doubt-digit growth in 2008.

The Group has the vision and the will to forge a “centennial enterprise”.
We have our social objective on top of the corporate objective of
profitability and while we continue to grow, we shall continue to fulfill our
social responsibilities. We will strengthen our internal quality, establish a
good image externally and introduce more healthy, tasteful and safe

products to each and every consumer.
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