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With growth of 8% in the PRC’s gross domestic products (GDP) in the
year 2002, the total amount for retail food market also increased by 9.6%
from the previous year. The implementation of certain policies by the
PRC government such as to improve living and working condition in the
vast rural areas has stimulated the growth for consumer expenditures

and production also benefited the growth for the Group’s sales.

During the first nine months in 2002, the Group's turnover was
US$869.566 million, rose by 22.86% from the corresponding period last
year. Growth rates of turnover for instant noodle, beverage and bakery
were 8.58%, 69.57% and -6.17% respectively from previous year. Profit
attributable to shareholders reached US$87.819 million, representing a
growth of 83.85% as compared to the corresponding period last year. The
Group's first three quarterly results was satisfactory. Owing to a 20%
price growth for palm oil which is core material for instant noodle, to
meet the expansion in 2003 and to maintain the product exposure
during slack season, beverage division have organized a nationwide
channel promotion and the US$3 million provisions for impairment loss
on certain property, plant and machinery in bakery division which was
accounted in the fourth quarter, the fourth quarterly result performance
was affected. Turnover for the fourth quarter dropped by 2.52% to
US$230.839 million and profit attributable to shareholders dropped by
75.27% to US$3.109 million as compared to the corresponding period

last year
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In 2002, the Group's turnover was US$1,100.405 million, rose by 16.50%
from previous year. Thanks for the increase of high margin PET drinks, the
Group's gross margin rose by 0.24 pp to 33.89%. Other net income
increased by 92.20% to US$29.142 million. Distribution costs rose by
19.53% to US$211.657 million which were mainly increased from the
advertising and promotion activities and transportation expenses. The
investment for advertising and promotion is an essential and long-term
investment for the brand of Master Kong to establish and strengthen the
Group's market position. Finance cost remained largely stable, rose by
[1.89% to US$26.465 million. Earnings before interest, tax, depreciation
and amortisation (EBITDA) was US$190.151 million, increased by
22.33%. Generally speaking, the profit for the year 2002 attributable to
shareholders was US$90.928 million, representing earnings per share of

USI.63 cents, an increase of 50.93% from previous year.

Instant Noodle Business

The PRC with 1.3 billion people is the biggest instant noodle market in
the world. In 2002, more than 21.9 billion packs of instant noodle were
produced in the PRC, represented a 9.3% volume growth when
compared to the year 2001. The PRC instant noodle market is a fast
growing market in the world. However, on a per capita basis, the PRC
consumers only consumed |6 packs per year, one of the lowest level in
Asia whose average is 40 packs. The market still has huge potenial to

develop.

In 2002, instant noodle segment turnover amounted to US$637.454
million, representing a 7.28% growth from previous year and 57.93% of
Group's turnover. All products have good performance during the year
through the dense distribution strategy, sound management of sales
network, aggressive marketing strategy and the suitable control policy of
retail price. For the high-end noodles segment, continuation of the
youthfully package for “Mian Ba”, the increase in the size of “Luxury
Series”, the launch of “Master Kong" mine cup noodle, “Exquisite” cup
noodle and different flavours for “Jin La Mian” (suitable to cook) have
contributed satisfactory sales. For the low- end noodle market, which has
65% market share of the total PRC instant noodle market, the Group’s
“Fu Man Duo” and “Good Taste” series of packet noodles are highly

popular in the industry. Those will further strengthen the Group’s leader
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In 1992:We bave never thought that the launch of Master Kong’s instant noodle will lead out a biggest instant noodle market in the world......

In 2002: The annual sales volume for Master Kong’s instant noodle exceeded 6 billion packs and gained 27.8% market share in the PRC instant

noodle market
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position in the PRC instant noodle market. According to ACNielsen
SCANTRACK EXPRESS, for the period of December 2002/January 2003,
the Group gained 27.8% market share by volume and 39.6% market share
by sales in the PRC instant noodle market. The extent of market share

exceeded the other instant noodle players became larger than before.

To maintain the competitiveness in the PRC market and make use of the
advantage of the open policy provided by WTO, the Group formally
produced and launched instant noodle in Taiwan market from the
beginning of December 2002 after planning for two years by the Group.
As a result of the suitable strategy, the demand for Master Kong's instant
noodle exceeded supply. At present, the Group has three noodle lines
commencing production. The Group plans to have six noodle lines in total
commencing production in July 2003. This arrangement will further
increase the Group's sales and market share in the Greater China market.

During the fiscal year 2002, the gross margin of instant noodle dropped
by 1.79 pp® to 26.22%. The decline was mainly due to the change of
product mix so that the sales growth from low-end noodle was greater
than high-end noodle and the increase in the price for the core material
of instant noodle palm oil by 20% in the fourth quarter. The Group
expects that the price for palm oil will maintain at a high level during
2003 and directly affect the instant noodle industry. Owing to the Group's
vertical integration system and the advantage in the economy of scale,
when comparing to other players in the same industry, the Group can
face less pressure caused by the price increase of raw materials. In
addition, the decrease in gross margin was also caused by the higher
package costs due to gradually shift from using PSP to using PP and PE for
container noodle to meet the government's environmental regulations.
Profit attributable to shareholders rose by 20.13% to US$68.475 million
from a year ago.

Beverage Business

Even though fast growth for RTD tea drinks has happened in the PRC in
the past three years, on a per capita basis, the PRC consumers, even though
in the big cities, only consumed 5.5 litres in RTD tea drinks and 5 litres in
juice drinks per year which were far below from regions with similarity in
taste preferences, such as Japan's 36 litres in RTD tea and 19 litres in juice
drinks, Taiwan's 16 litres in RTD tea drinks and |5 litres in juice drinks.
Together with the continuous income growth in the PRC, the RTD tea

drinks and juice drinks market in the PRC will maintain a significant growth.
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