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CORPORATE PROFILE

Oriental Food is a global manufacturer and marketer of high quality peanut products.

Listed on the Singapore ExchangeÕs SESDAQ with headquarter in China, Oriental

Food is one of the largest producers of peanut products in China. Currently, Japan

and Korea are the two of its largest export markets. In China, the Company distributes

its peanut products under the ÒDongbaoÓ brand name in several major cities. As a

new growth driver, the Company has ventured into supplying peanut powder to

pharmaceutical companies. The peanut powder are used as an effective fermentation

nutrient for the production of antibiotics.
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Financial Performance

The GroupÕs revenue increased

by 14.9% from RMB 116.2

million for the financial year

ended 31 December 2004 to

RMB 133.5 million for the

f inancial year ended 31

December 2005. The increase

in  revenue was main ly

attributable to our growth in

sales of peanut powder to major

pharmaceutical companies.

Sales of peanut powder

increased threefold from

RMB 3.8 million to RMB 15.5

million, and contribution from

this segment accounted for

14.8% of FY 2005Õs gross profit

as compared to 2.1% in

FY 2004.

In FY2005, we recorded

increases in revenue for our key

markets: Japan, Korea and

China. Although we continue to

diversify our revenue base,

Japan remained our biggest

overseas market, accounting

for 49.7% of total sales in

FY2005 as compared to 56.3%

in FY2004. Sales to Japan

increased slightly by RMB 0.9

million due mainly to higher

demand for fried and coated

peanuts from our top three

customers.

On behalf of the
Board of Directors,

I am pleased to
present the results

of Oriental Food
Group for the

financial year ended
31 December 2005.
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The Korean market accounted

for 10.8% in FY2005 as

compared to 11.2% in FY2004.

Sales to Korea posted an

increase of RMB 1.4 million

largely due to higher market

demand for our high quality

peanut products which are

preferred by Korean consumers.

Our domestic market in

China posted the strongest

growth with increase in

revenue of RMB 15.5 million

from RMB 37.3 million to RMB

52.8 million in FY2005, and

accounted for 39.5% of

total sales for FY2005 as

compared to 32.1% in FY2004.

The increase was largely due to

higher sales of peanut powder

to pharmaceutical companies

in China and sales of raw

peanuts to the non-peanut

producing regions in China.

In line with the increase in sales

volume to our domestic markets

in China, our gross profit

increased by 7.0% from RMB

20.7 million to RMB 22.2 million

in FY2005. Net profit for the

year, however, decreased by

26.4% from RMB 11.6 million

to RMB 8.5 million mainly due

to higher administrat ive

expenses incurred for post-IPO

professional services and

setting-up of the Singapore

office.

Operational Performance

During the year, S$2.7 million

(equivalent to RMB 13.4 million)

of IPO proceeds, earmarked for

our planned production capacity

expansion, were fully utilised.

Our investment comprises

acquisition of 107,939 square

metres of land, a cold storage

warehouse which will increase

our raw peanut storage capacity

from 10,000 tonne to 20,000

tonne, a coated peanut factory

which wi l l  increase our

coated peanut production

capacity from 1,000 tonne

to 2,000 tonne a year,

a food processing machinery

workshop and an infrastructure

w o r k s h o p  f o r  f u t u r e

development. These production

facilities are currently at the final

stage of construction will come

into full operation in FY2006.

We enlarged our raw peanut

supply base for both Green

Food and Organic Food from

69.3 square kilometres in 2004

to 77.3 square kilometres.

In recognition of the high quality

of our peanut products, our

ÔDongbaoÕ peanut products

were awarded 2005Õs ÔTop 10

Green Food BrandÕ award by

Shandong Green Food

Development Centre.

We are also pleased to have

been appointed as a designated

supplier by one of our key

customers in Japan.

Prospects for 2006

In 2006, we will implement

a three-pronged strategy of

market development, product

development and management

development to grow our

business.
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regional
expansion

We partner and strengthen bonds with those we serve,

creating more flavours and choices for our customers

around the world.



We are optimistic about

prospects for China market in

view of the strong and positive

economic outlook. which has

resulted in higher l iv ing

standards and increased

consumerism. Sales of peanut

powder are expected to grow

fur ther  as  two o f  our

pharmaceut ica l  industry

customers had successfully

stabilised the use of peanut

powder in its fermentation

process of antibiotics. In

addition, we will continue to

expand our existing sales

network to other major cities in

China, especially southern and

coastal cities, and promote our

ÔDongbaoÕ brand domestically

as one of ChinaÕs most popular

branded snacks.

In our traditional key markets:

Japan and Korea, we will

intensify our efforts to maintain

our market share and good

relationship with our major

customers. We wil l  also

c o n t i n u e  t o  e x p l o r e

opportunities in South East

Asia and Europe, and continue

our international branding

strategy with more detailed

feasibility studies.

Secondly, we will expedite our

development of new peanut

product ranges, especially

coated peanuts. We will also

focus on research for more high

value-added uses for peanut

products, product quality

assurance and emphasis on

the ÔOrganic FoodÕ nature of the

product. By expanding our

existing product range, we can

strengthen our market position

through product differentiation.

This will help to enhance our

GroupÕs profitability in the

long-term.

Finally, in order to ensure we

have the ability to operate as a

global player in the food

industry, we will recruit more

graduates and foreign talents,

and further improve our current

Japanese 5S management

system (Sort, Set in Order,

Shine,  Standardise and

Sustain) to futher sharpen our

management skills.
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Our management team will

continue to work hard to deliver

growth and better performance

to our shareholders.

Liou Fangyou

Executive Chairman and CEO
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