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2011 is the commencement year of the Twelfth Five-Year Plan. In
the medium to long term period, the Chinese economy will remain
powerful in future. The changing economic structure in China to a
more consumption oriented direction will be the future general
trend, enormous development potential still exists in the market of
fast moving consumer products in China. Moreover, the changes in
the income and allocation structure and the acceleration of
urbanization will increase the food consumption levels of all the
high, medium and low income groups. The percentage of
industrialized food consumption will increase further. Instant food
products, leisure food products and beverage consumption amounts
will continue to increase at higher growth rates. However, abnormal
climate may increase the uncertainties in the supply of raw
materials and may bring about continuous rising prices. Besides, the
rising labour costs in future may drive up the prices of agricultural
products and non-food products. Since cost-push inflation follows a
spiral rising process, the food industry may be facing more stringent
cost pressures in future.
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By strengthening the Group’s strong leading position in the China
market, Tingyi will ascertain the medium to long term development
targets of the Group and continuous stimulation of the working
spirit of all our staff to continue the sustainable high growth of our
Group in the long term. In the coming year, on the instant noodle
business, the Group will maintain its leading position in the high-
end noodles market while strengthening the launching and
promotions of innovative products, expanding the market shares
and through precise operations and reasonable planning in the
medium-end market to increase the market share in a systematic
and focused manner. On the beverage business, facing the intensive
competition in the market, the Group will adjust product mix
actively to satisfy market demand and develop products with
competitive advantages continuously. Connecting road networks
will be strengthened with improved distribution in order to expand
sales and market shares, in addition, more new products will be
launched in order to enhance the competitive advantages of Master
Kong continuously in the soft drinks market. On the bakery
business, the Group will continue to promote modernization of the
traditional food culture, strengthen product research and
development, enhance marketing, seek strategic alliance timely and
introduce production technology and experience in order to
promote the development of the bakery business.
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On the food industry, the prices of raw materials for food
production may continue to rise in 2011. Facing such inflationary
pressure, the Group will continue to optimize the business
operation system, improve supply chain management, continue to
refine production technology, adjust and control unit cost
reasonably and maintain a stable gross profit margin. At the same
time, to meet the challenge of higher consumption on food
products in China, the Group will strengthen product research and
development and innovations in product categories and tastes in
order to create more healthy food to satisfy consumer needs so that
to drive and increase sales. With the changing economic structure
in China to a more consumption oriented trend and the overall
robust growth in the consumer market in China, we have full
confidence in 2011. In the first two months of 2011, the Group’s
turnover maintained strong growth by more than 40% year-on-
year. With the concerted efforts of our excellent operation team
and all our staff, the Group will continue to promote the awareness
and recognition of the brand of Master Kong, continue to expand
its brand influence, further strengthen the leading positions of its
various products in the market of the PRC and drive a continuous
and steady growth in the future, in order to bring better results and
return to shareholders.

Due to the increases of the prices of instant noodle raw materials in
2011, the Group's gross margin has been affected seriously. In
order to keep improving the product quality and maintaining a
reasonable margin, the Group will increase the price of most of the
container noodle starting from 1 April 2011. Per unit retail price will
increase RMB 0.5 yuan, an increase of about 14%. The container
noodle accounts for approximately 30% of the Group's instant
noodle sales volume. It is believed this can balance the continuous
quality improvement of instant noodle and the healthy development
of the Group.





