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China’s rapid economic growth, the upcoming Olympic Games and World
Expo soon to be held in China will make the nation even more exposed
to international attention and that means fiercer competition will come
from our contenders. Consumers are more and more insatiable in their
requirements for quality products. This together with increasing raw
material prices will put stringent pressure on our operational
management. Nevertheless, we are prepared. To maintain the Group's
leading branding positions in China, we will continue to develop more
new products that meet our product visions: appetizing, healthy and safe.

And this will sustain the Group's long-term growth.

The Group’s overall development in 2006 performed well and beat
expectations. Going forward to 2007, we will even be more confident in
ourselves. Capitalizing on this epoch of high growth, we will spend
US$343 million to actively expand the production of drinks and instant
noodles. Production plants will densely span over every piece of land in
China. Through these new production facilities the Group is poised to
boost another growth in 2007.

On the front of instant noodles, we will continue to develop brands of
local flavors and lead, creating an image of convenient food master that is
trendy. On instant noodles that cater for the no frills market, we will
continue to actively enhance its distribution, making it a driver for our
future sales and profits growth. Concerning beverages, we will grow our
sales and expand our market shares incessantly and will extend into the
quality mineralized water market. It is expected that 2007 will be the year
that our beverage products will achieve another culmination. On bakery
and refrigerated products, we will consolidate and continue to extend
ourselves towards the development of product differentiation and
strengthen R&D in order to supply appetizing, nourishing and healthy
products for consumers. Distribution channels have always been
important for convenient products. The Group adopts a sales strategy
that is intensive and faultless, ensuring that we can continue to cope with

the ever-changing structures of different channels.

[t is anticipated that in 2007 raw materials such as palm oil will continue
to inflate in prices. Hence the Group will continue to deploy advanced
production equipment, thereby increasing production efficiency and
lowering unit production costs. Stable gross profit margins can then be
assured. The development of mineralized water and no frills noodles
hinges on the distributions of our production plants. Building plants in the
vicinity of the mass markets, in addition to the Group's existing

distribution networks, will effectively reduce transportation costs.
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To cope with the ever-changing market conditions, the Group has
structurally divided the marketing function and the production function.
In 2007 the Group will continue with this policy so that the marketing
department can focus on brand building and the intensive cultivation of
channels while the production department will strive to improve and
perfect production management and manufacture technologies. With this
policy in place, we believe our sales and distribution platform will

become more secured.

To us, the year 2007 is a great challenge that manifests both risks and
opportunities. As a result we must establish our risk management system,
grasp good opportunities, alleviate risks and maintain a balanced

development.

Branding is an enterprise’s intangible asset and is a foundation that an
enterprise hinges on for existence and development. Through the
enhancement of product image and sales increase we can ultimately
achieve brand enhancement. Only by branding can an enterprise survive
into the future and brands do create effectiveness.

The Group had readily planned for market distribution and cost control
for 2007. Hence, the management is confident that sales turnover and
EBITDA for the year will achieve double-digit growth. For the first
quarter of 2007 the Group achieved a 23.16% increase in sales turnover,
the management is therefore confident that 2007 will be another year of
new highs. Leveraging on the business foundation we have built in China,
our excellent reputation and healthy financial position, we believe our
various products will continue to be steadfast in their leading positions in

China, driving for future sustainable and stable growths.

Adhesive spirit brings forth fighting spirit; execution nourishes
competition. To challenge the market's macro environment, we will
strengthen our quality internally while building up our image externally.
We can then go hand in hand with concerted hearts to deliver

appetizing, healthy and safe products to the mass consumers.




