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In 2011, the instability of global economy and financial market has
been increasing, as affected by several factors such as worsening
European sovereign debt crisis and the slowdown in economic
recovery in developed countries. The growth rate of PRC annual
gross domestic product (GDP) recorded a new low during the 2
years period, the main reason for the economic slowdown due to
the active control policy adopted by the government to control
inflation. The starting from 2012, the market concerns of economic
downturn maybe greater than expectation due to weak external
demand, therefore, the government started to demonstrate the
adjustment of policy focus through series of policy meetings and
departmental statement recently, which the focus will be gradually
shifted from the previous long-term tightening cycle and inflation
control to realize economic growth through promoting steady
growth, expanding domestic demand and boosting consumption,
thus the PRC consumer goods market must maintain strong growth
momentum in the future. While improving of citizen income
allocation, acceleration of urbanization, and improving the social
security system, will help to promote the development of medium
and low income consumption market, and thus providing an
enormous room for growth and development opportunities for the
instant food, leisure food and beverage industries. However, the
food industry will face serious cost pressure in the result of the
rising labour costs and large fluctuations of the raw material prices.
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The Group will actively explore the new markets in the basis of
consolidation of the existing market leading position in PRC, and
optimize the product-mix in product categories and tastes, in order
to continue the long-term sustainable and stable growth. Looking
forward to the coming year, in respect of the instant noodles
business, the Group will continue to maintain market leadership in
high-ended noodles, and timely introduce the newly developed
medium-ended instant noodles; as for the medium-ended market,
we will focus on increase the market share orderly, to align with the
Company’s overall strategy. In respect of the beverage business, in
the face of fierce market competition, the Group will strengthen
the network, and establish a strategic alliance with PepsiCo in
China at the same time, for expansion of product categories and
creating an enormous room for development. In respect of instant
food business, the Group will continue to promote modernization
of traditional cuisine, and strengthen product development and
sales. Meanwhile, we will also look for strategic alliance when
appropriate, in order to introduce production technology and
experience, and constantly expand the product categories, in order
to stimulate the development of instant food business.
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“The Twelfth Five-year Development Plan of Food Industry” (& f L
¥+ _-RI%ERE) jointly released by the Development and
Reform Commission and the Ministry of Industry and Information
Technology on 31 December 2011, which categorized the meat
processing, dairy products, beverage, instant food and ingredients
industries as key industries, and pointed out that the industry
barriers should be raised and develop large-scale enterprises.
Benefited from the policy of boosting domestic demand and
increasing citizen consumption power, which increasing the demand
for food and beverage market, and the market continues its
optimistic expectations on the prospects of food and beverage
industry. With PRC economy growth shifting to consumer-oriented,
the rising PRC consumption power brings instant noodles and
beverage businesses development opportunities. At the same time,
it also brings such industries pressure of rising labour costs. Facing
the challenging 2012, the Group will continue to optimize the sales
system, enhancement the production technology, improve the
supply chain management, improving the efficiency and production
capacity and to control the unit cost reasonably to maintain a stable
gross margin. The Group will take the strategic alliance with Pepsi
(China) and the upcoming World Instant Noodles Summit as an
opportunity to strengthen product development and innovation and
to provide more healthy food to fit consumer demand. 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 markets of the PRC and drive a continuous and
steady growth in the future, in order to bring better results and
return to shareholders.
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