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Disclaimer

ü The slides herein are prepared by China Foods Limited (the "Company") solely to be used as a 

support for oral discussions of its interim results for the year 2011. They may not be 

distributed, reproduced or re-distributed or passed on, directly or indirectly, to any person, in whole or 

in part, for any purpose. By participating in this presentation, you agree to be bound by the forgoing 

restrictions. Any failure to comply with these restrictions may constitute a violation of applicable laws 

and regulations. 

ü The information contained in this presentation does not constitute or form part of any offer for sale or 

subscription of or solicitation or invitation of any offer to buy or subscribe for any securities nor shall it 

or any part of it form the basis for or be relied on in connection with any contract or commitment 

whatsoever. 

ü This presentation may contain forward-looking statements. Prospective investors are cautioned that 

actual results may differ materially from those set forth in any forward-looking statements herein. 

ü The information contained in these slides herein has not been independently verified. No 

representation or warranty, express or implied, is made as to, and no reliance should be placed on, 

the fairness, accuracy, completeness or correctness of any information or opinion contained herein. 

The information contained in these slides should be considered in the context of the circumstances 

prevailing at the time and has not been, and will not be, updated to reflect material developments 

which may occur after the date of the presentation. None of the Company, or any of their respective 

directors, officers, employees, agents or advisers shall be in any way responsible for the contents 

hereof, or shall be liable for any loss arising from use of the information contained in these slides 

herein or otherwise arising in connection therewith.
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Financial Results Highlights
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2011 1H 2010 1H Change

Revenue HK$13,482mm HK$8,444mm 59.7%

Gross Profit HK$3,187mm HK$2,291mm 39.1%

Operating Profit HK$557mm HK$318mm 75.2%

Interest, dividend & other income HK$51mm HK$59mm -12.8%

Finance cost HK$34mm HK$24mm 41.9%

Share of profits of associates HK$27mm HK$13mm 106.4%

Effective Tax Rate* 32.6% 29.7% 2.9ppt

Net Profits HK$315mm HK$179mm 76.5%

Earnings per Share HK11.29Cents HK6.40Cents 76.4%

Annualized ROE 10.5% 6.5% 4.0ppt

EBITDA# HK$814mm HK$540mm 50.8%

Cashflows (working capital changes): HK$562mm -HK$532mm N/A

CAPEX and Acquisition HK$280mm HK$236mm 18.6%

*The calculation of effective tax rate of the Group is based on tax divided by adjusted profit before tax 
after excluding the contributions by share of profits of associates.

# EBITDA is the earnings before finance cost, income tax expense, depreciation, amortization of the other 
intangible assets, recognition of prepaid land premium and share of profits of associates.

Operating profit is segment result minus corporate and unallocated expenses.



Assets, Liabilities and Equities

30 June 2011 31 December 2010 Change

Total Assets HK$15,978mm HK$14,975mm 6.7%

Total Liabilities HK$7,952mm HK$7,426mm 7.1%

Minority interests HK$1,725mm HK$1,602mm 7.7%

Net Assets* HK$6,301mm HK$5,947mm 6.0%

Cash and Cash Equivalent HK$2,538mm HK$1,741mm 45.8%

Total Liabilities/Total Assets 49.77% 49.59% 0.18ppt

Interest Bearing Debt/Net Assets 26.95% 25.50% 1.45ppt

No. of Shares Issued 2,792.7mm shares 2,792.5mm shares 0.2mm
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* Increase in net assets during 1H2011 included HK$32mm (1H2010:HK$7mm) appreciation effect of RMB related to Mainland China 

businesses with offshore non-RMB financing. 



Sales Revenue & Volume By Segment

(In HK$ mm) Sales Revenue By Segment Volume By Segment 

2011 1H 2010 1H
Growth 

Rate 
2011 1H 2010 1H

Growth 

Rate

Beverages  5,313 3,952 34.4%
303.7M 

unit cases

256.9M 

unit cases
18.2%

Wines 1,753 1,455 20.4%
46,804 

tons

51,490 

tons
-9.1%

Kitchen Foods 6,172 2,854 116.3%
493,117

tons

290,530

tons
69.7%

Confectionery 244 183 33.2%
3,486

tons

2,561

tons
36.1%

Total 13,482 8,444 59.7% N/A N/A N/A
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Segment Result & Segment Result Margin

(In HK$ mm)

Segment Result Segment Result Margin

2011 1H 2010 1H Growth 

Rate

2011 1H 2010 1H Growth 

Rate

/ ppt +/-

Beverages  274.9 212.1 29.6% 5.2% 5.4% -0.2ppt

Wines 299.5 165.5 81.0% 17.1% 11.4% 5.7ppt

Kitchen Foods 74.3 9.5 682.1% 1.2% 0.3% 0.9ppt

Confectionery (41.6) (32.5) 28.0% -17.1% -17.8% 0.7ppt
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Segment Sales Revenue, Operating Profits & EBITDA
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1 Background and Strategic Positioning

2 2011 Theme and Objectives

3 Accelerate Organic Growth 

4 Drive External Expansion

5 Enhance Core Competitiveness

6 Enhance Management Effectiveness 



Company Background

É China Foods Limited (ñCFLò)Stock Code 00506.HK is listed on the main board of

The Stock Exchange of Hong Kong Limited. CFL has issued 2,792,891,756 shares in total,

with stock price of HK$6.05 and market cap. of HK$16.9 billion. (up to 26 Aug 2011)

É The primary businesses of CFL and its subsidiary (ñCFGroupò)include wines, beverages,

kitchen foods and confectionery.

É The products of CF Group are sold under a number of well-known, leading brands in China

such as ñGreatwallòwine, ñ òand ñ òShaoxing rice wine, ñFortuneòconsumer-

pack edible oil and seasonings, ñLecontéòchocolate, ñMerveilleòcandy and peanut. As a

strategic partner of The Coca-Cola Company in China, CF Group also bottles and

distributes Coca-Cola sparkling beverages and distributes Coca-Cola still beverages within

franchise region in China. Today, China Foods has become one of the top 10 global bottlers

of the Coca-Cola Company.

É CFL is a 74.22% owned subsidiary of COFCO Corporation (ñCOFCOò). COFCO

Corporation, founded in 1949, is strategically positioned as a fully integrated agri-food

company and is the largest diversified products and services supplier in agribusiness and

food industry in China. It is one of 121 key state-owned enterprises under the purview of

SASAC and one of 40 state-owned enterprises awarded with category A financial position.

From 1994, COFCO has been on the list of Fortune Global 500 for 17 years, ranking no.

366 in 2011.
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Board of Directors  
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Managing Director

Executive Committee

Note:  The Executive Committee consists of all Executive Directors. 
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Sales 

Operations

Legal

Current Management Structure



COFCO

COFCO (Hong Kong)
100%

74.22%

China Foods Limited (0506.HK)

ConfectioneryWines

COFCO Le Conte Food 
(Shenzhen) Co., Ltd.

Shenzhen Le Conte 

Marketing Services Co., Ltd.

90%

COFCO Foods Sales 
and Distribution Co., Ltd.COFCO Huaxia  Greatwall  

Wine Co., Ltd

100%
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China Foods Legal Structure

China Great Wall Wine Co., Ltd.

100҇

100

COFCO Greatwall Winery

(Yantai) Co., Ltd.

COFCO Wines & Spirits Co., Ltd.

COFCO Junding Vineyard Co., 
Ltd.

100

100

100

Beverages
COFCO Coca-Cola 
Beverages Limited

65%

COFCO Coca-Cola Beverages

(Jiangxi) Limited

COFCO Coca-Cola Beverages

(Xinjiang) Limited

Zhanjiang COFCO Coca-
Cola Beverages Limited
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Beverages Limited
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Beverages Limited

Hunan COFCO  Coca-Cola

Beverages Company Limited

Beijing Coca-Cola Beverages 
Co., Ltd.

100

100

100

100

Kitchen Foods

COFCO Coca-Cola Beverages   
(Shandong) Limited

COFCO Coca-cola 
Beverages (Jinan) Limited

100

67
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COFCO Coca-Cola Beverages 

(Inner Mongolia) Limited

Tianjin Coca-Cola Beverages

Co., Ltd.

Huailai COFCO Greatwall 

Sungod Chateau Co., Ltd.

COFCO Greatwall Wine 

(Ningxia) Co., Ltd.

COFCO Shaoxing Winery
Co., Ltd.

Vina Santa Andrea Limitada

Societe du Chateau de 

Viaud SAS

COFCO Coca-Cola Supply 

Chain (Tianjin) Limited
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COFCOôs Complete Value Chain Strategy: the new strategic model for resolving 
grain safety and food safety issues

Strategic Positioning

COFCOôscomplete value chain strategy is centered on consumer demand. It encompasses controls

to be exercised over the entire value chain from origination to consumption (e.g. covers key

processes from agricultural raw materials to the final consumer products). Overall core

competitiveness is established via systematic management of the entire value chain, effective

controls over critical processes, as well as effective coordination among different value chains. This

strategy enables us to provide safe, nutritious and healthy foods to the consumers and to realize

sustainable future development in a well coordinated manner.

Origination Consumption
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China Foods is Clearly Positioned as the Only Entity within COFCO to conduct 
Downstream Branded Consumer Foods Business

Strategic Positioning

Under COFCO ôscomplete value chain strategic business model (shown below), China Foods is clearly

positioned as the only entity within COFCO to conduct downstream branded consumer foods business.

Leveraging on COFCO groupôscomplete value chain strategic business model, the Company clearly

positions itself as a large scale downstream branded consumer foods player with a key responsibility to

create demand pull for the entire upstream value chain. Our aim is to become a leading branded

consumer foods conglomerate in China of international standard.

Origination Consumption
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ÉTo become the branded consumer foods company with highest value; to realize 

maximum value for customers, shareholders and employees.

2011 Theme and Objectives
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China Foods Business Philosophy

Organic 

Growth

External 

Expansion

Human Resources : Develop and retain talents

Management System system advancement, on-going innovations

Organizational Structure: clearly delineated and highly efficient
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Winning in

Products

Winning in 

Brands

Winning in 

Networks

Winning in 

Systems

Winning in 

Profits

ÅImprove earnings ability of each business

ÅIncrease scale and enhance profitability

ÅIncrease investment returns to shareholders 

ÅDevelop core products and enhance product competitiveness

ÅEnsure food safety 

ÅEnhance product innovation ability

ÅClarify brand positioning

ÅStrengthen brand influence 

ÅImprove the market position of product categories

ÅIncrease distribution network coverage

ÅImprove retail execution ability

ÅRealize win-win with customers

ÅEnhance efficiency of operational systems

ÅReduce operational risks in management systems

ÅImprove organization structure and human resources system 

Accelerate Organic Growthð Five Wins Indicators
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Drive External Expansion

- New Business Selection Criteria

Rapid growth

High profit 

margins

Low 

concentration

Similar business 

model

Industry size
Selection 

Criteria for 

new 

business
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Product categories, with large scale and high 

growth, are under consideration 

F&B Industry
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Enhance Core Competitiveness

ïProduct  Innovation

New product 

R&D and 

process 

establishment

Building  

excellent 

innovation 

capability

Enhancing 

competitive 

advantage of 

products

¸ Set up unified and standardised R&D, 

launching and evaluation 

management process for new 

products, and specify critical points 

that require examination and approval 

to secure orderly and systematic 

product innovation.

¸ Striving for close association of 

product innovation with consumer 

demand to facilitate the success of 

new products in the market

¸ Sharing of fundamental research 

results and successful experience 

between all product categories.

¸ Emphasize on training of existing R&D team, and build 

up a pool of excellent R&D talents of the industry. 

Establish a mechanism for product innovation. 

¸ Focus on industry and consumer research, fully utilise 

latest technology, and integrate internal and external 

product R&D resources.

¸ Achieving leading R&D capability in the industry.

¸ Conduct rolling R&D over brands and 

product categories with a target of 

contributing 10-15% in the annual total 

revenue by new products.

¸ Assure the competitiveness of new 

products in terms of flavor, function, 

package and price to help new products 

become one of the key drivers for revenue 

growth.

¸ Realize good interaction between R&D and 

brands.

Product 

innovation
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Enhance Core Competitiveness

ïBrand Building

ü Establish brand management system, define management

process and well manage every contact point of the brands.

Ensure brand consistency and promote a rapid positive

build up of brand values.

ü Set up a management system for marketing cost.

Centralize marketing resources and improve its effective

use.

ü Build up an outstanding team of brand management

professionals, and the excellent ability of operating multi-

brands.

ü Focus on market environment research to ensure a

forward looking view on the market. Expand brand

influence continuously through using new ideas, methods

and tools.

ü Maintain the continuing vitality of brands by innovation and

differentiation, ensure that the brand image is kept abreast

of time, and enhance the competitive advantage of brands.

üAdequate utilisation of monitoring tools such as indicators like

brand healthiness and market share to understand problems

existing in brand communication, and formulate customised

solution to increase the effect of brand communication.

üConduct systematic studies and analysis on various indicators

for evaluation of business and brand. Strengthen the

coordination between above-the-line and below-the-line

communication to enhance the effectiveness of overall marketing

plan.

ü Optimise all levels of brand strategy, including vision,

mission, positioning, core, proposition, commitment, image,

characters, association, spirit, culture and extension

ü Optimise all levels of brand tactics, including VI, product,

advertisement design, promotion, PR, endorsement,

communication means, standards for enhancing customer

satisfaction at retail points, etc.

ü Ensure the clarity of brand strategy and the effectiveness

of tactics.

Brand building

Optimise brand strategy and tactics Enhance brand communication

Strengthen brand management Continuing brand innovation
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Enhance Core Competitiveness

ïDistribution Network Building

Establishing a 

sustainable 

distribution 

network

Availability

Controllability

Profitability

ÁIncrease the depth of regional coverage and expand the 

coverage of points of sales 

ÁStrengthen the execution of pictures of success at retail 

points

ÁAccelerate the pace of launching new products

ÁPlan the layout of regional platforms and design the management 

system and process for regional platforms

ÁPlan the model and layout of local distributors at various levels. 

Establish a strong, capable, sustainable and controlled network of 

distribution partners

ÁStrengthen the management of KA, and combine products types to 

increase the bargaining power with KA.

ÁIntegrate the coordination of promotional activities between product types and 

channels to enhance the effectiveness of sales efforts

ÁConsolidate logistics and back office service teams to reduce sales and 

operating costs

ÁStrengthen the management of customers within channels, improve productôs 

sale structure and raise the gross profit of overall sales
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Enhance Core Competitiveness

ïSupply Chain Management

Å Continual promotion of the standardized quality management system certification. Through review under HACCP plan, 
improve management plan for risk control measures for risks such as pollutant control, heavy metal, residual pesticide and 
microorganism contamination;

Å Establish and implement product traceability system (two-way traceable) and product protection plan (including CCTV 
surveillance system) to ensure the control over food safety risk;

Å Implement scheduled specific inspection in respect of confined area operation (wine cellar and candy tank), special 
operation (working at height and flame operation) and site management (for new, modification or expansion project) to 
minimize personal injury and property loss.

Securing food safety and production safety

Å Promote competition between base level teams in factories. Enhance production efficiency and control manufacturing cost;
Å Promote successful cases, save energy and reduce consumption, reduce emission, and improve utilisation rate of raw 

materials;

Å Control storage and transportation costs to reduce them to a level below the market;

Å Enhance order filling rate and reduce the out-of-stock rate.

Enhance management efficiency and control operation cost

Å Establish an information platform for supply chain management to improve management and decision-making efficiency;

Å To establish factory capacity evaluation system, supplier management system, management system for OEM factory 
certification, supply chain planning system, etc. as soon as possible;

Å Implement capacity (new, modification and expansion) development plans of business units to satisfy sales demand;

Å Quantify management of business units, track monthly KPI achievement, and enhance the operation and efficiency levels of 
factories.

Optimizing management system and formulate long term capacity 
development plan
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1 Optimize Organization Structure

2. Strengthen Management Systems

3 . Strength Team Building & Drive Culture Productivity

üStrengthen functional management and improve professionalism

üIntegrate operational systems to ensure efficiency and safety

üEstablish regional platforms, improve cooperation of businesses and realize 

channel consolidation

üStandardization of policies and processes; Ensure continuous refinements.

üEnhance management information system

üContinue to implement enterprise risk management process

üEstablish a talent training system.  Conduct systematic training on leadership and 

professional skills to help staff excel in performance

üImplement program to select potential staff for career advancement and succession

üEnhance culture and team morale.  Establish performance evaluation system in 

accordance with market practice.

30

Enhance Management Effectiveness 
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Beverages Business
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Winning in Brands
É According to market research conducted by AC Nielsen at the end of June 2011, 

Coca-Cola sparkling beverages and Minute Maid juices brand recorded 

significant growth in volume so that market share improved by 1.4 and 1.2 

percentage points respectively, which continue to stay ahead of their respective 

competitors and maintain a No.1 ranking in the market share of their respective 

categories within the franchised territories of our bottling group. 

É To accelerate the growth momentum and diversify the product types in the 

Minute Maid juice category, the beverages business has focused on the 

development of the Minute Maid Refreshing Pulpy Grapeflavor. 

É To explore the new category of premium vitamin water, pilot projects for the sale 

of Glacéau Vitamin Water have been launched in Beijing and Qingdao.

É Marketing

Å freeïdrink promotional campaign

The sales volume of sparkling beverages has been boosted. The campaign has 

successfully turned consumersô brand preference to their desire to purchase.

Åñ basketball-sponsorship campaign

Link Sprite brand and basketball game for the first time in China

Åñ internet-blog campaign 

To create a 360°above-the-line and below-the-line two-way interactive platform 

for communication with our consumer. 

Winning  in Products
É Comparing to the corresponding period of last year, our beverages business recorded sales revenue of approximately HK$5,313 

million, an increase of approximately 34.4%; sales volume reached approximately 303.7 million unit cases, up 18.2% during the

interim period. Strong growth momentum in sales revenue and sales volume was mainly attributable to the lower comparative figures 

with lower growth in sales volume recorded during the first four months of last year as a result of unusually cold weather.

É Notwithstanding the outbreak of the DEHP contamination scandal during the interim period, all products of our beverages business

have passed the inspection by the State Administration of Quality Supervision. 

Revenue of Sparkling & Still

2009 1H 2010 1H 2011 1H

76% 70%
68%

24% 30%

32%

RevenuêHKD'Millioñ

Still

Sparkling

5,313

3,861 
3,952 
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Winning in Networks
ÉWith respect to sales and distribution network optimization, during the interim period, we continued to develop rural markets and 

applied different combinations of sales models for different markets depending on market maturity. In rural markets, we carefully 

chose business partners with capability to expand our retail outlet coverage in these markets. 

É In urban markets, we continued to foster strategic partnerships with our key account customers with a view to establishing long-term, 

stable and strategic business relationships with major regional customers in order to develop an information sharing platform, joint 

information analysis mechanism and joint business plans. 

Winning in Systems
ÉWe have been taking measures to promote and then expand the coverage of the Mobile Customer Management Systemò (ñMCM 

Systemò), we have commenced our research and development of ñE3S Electronic Receipt and Payment Platform Projectò.

É Our internal audit work was completed as planned.

ÉWith respect to human resources function, we have completed evaluation of our senior management talent databank by way of sand 

table simulation, which has helped us to select key personnel for future development. Customized development plans will be 

implemented in accordance with the results of the evaluation.

É In respect of production capacity expansion, a PET production line newly built in our Gansu plant during the interim period will

increase our annual capacity by 6.9 million unit cases. We are planning to add new production lines in our Hunan, Shandong and 

Hebei plants in order to help expand our sales coverage area and improve our operational efficiency. Currently, our annual sparkling 

beverages bottling capacity is approximately 600 million unit cases, a moderate increase compared with December 2010.

Winning in Profits
É As the result of effective merchandising campaigns and implementation of product promotions at points of sale, sales volume was 

significantly boosted during the interim period. Together with the moderate increase in unit selling price and improved product 

category management, we were able to partially pass through pressure from rising costs of key raw materials.

É To cope with the pressure of rising raw material costs under our cost management measures, we also applied diversified 

procurement strategies such as locking in key raw material costs in advance with suppliers, using more light-weight packaging 

materials and strengthening budget management and improving cost efficiency. 

É Segment results stood at approximately HK$274.9 million, an increase of 29.6%.

Beverages Businesŝ Contỗ



Beverage - Volume Share

Beverage Industry Growth Rate (by volume) 

Statistics from China Beverage Industry Association  in 2010. 

CAGR from 2004 ï2010: Sparkling Beverage 13.6%; Juice 

4.4%; Packaged Water 40.2%; Beverage Industry total 21%.

Estimates of The Coca-Cola Company. CAGR from 2010 to 

2020: Sparkling Beverage 9%; Juice 15%; Packaged Water 

25%; RTD Tea 18%, Milk Beverage 22%, Beverage Industry 

total 13%.

Production Bases, Capacity and Utilization

Production Bases (total 11) : Beijing, Tianjin, Qingdao, Jinan, Inner-Mongolia, 

Hunan, Jiangxi, Hainan, Zhanjiang, Gansu, Xinjiang ( new production base will 

operate in Hebei in 2012) 

2011 1H Maximum Capacity:  300 million units cases, approx. 1.7 million tons

2011 1H Utilization: Approx. 55.4%, an increase of 3% over the previous year

Per Capita Consumption

Beverages BusinesŝContỗ
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Uni-President "More"
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Distribution Coverage
No. of Customers

2008 2009 2010 2011 1H

Sixteen provinces, cities and autonomous regions in China 

at all county,  developed town and village level

490,407 534,657 696,953 737,334
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Coca-Cola Bottling Plants and Franchise 

Territories of the Group

Beverages Businesŝ Contỗ
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1 Beverages Business

2 Wines Business

3 Kitchen Foods Business

4 Confectionery Business

Business Level
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10%

40%

25%

Revenue Mix%

25%

High-end

Over RMB 

350

Mid- to high-

end

RMB 100-350

Medium-

end

RMB 35-100

Low-end

RMB 20-35

Greatwall Global 

Chateaux Cluster

Greatwall Chateau 

Sungod wine

Medium- to high-end 

products

Great Terroir wine 

series 

Major medium-end wine series 

Table Wine 

Selling Price 

Wines Business

Winning in Products
É Our wines business further improved and optimized its 

product mix strategy to create the concept of a ñGreatwall

Global Chateaux Cluster ( )ò led by the high-

end Greatwall Chateau Sungod. We have positioned 

Greatwall Chateau Sungod as the wine for state banquets as 

well as the ñWine of our Nationò in order to occupy the high-

end market. 

É To commemorate the 90th anniversary of the Chinese 

Communist Party and to further consolidate our brand 

positioning as the ñHonor and Pride of our Nationò, we have 

launched a Greatwall Chateau Sungod Limited Edition Wine 

for Chinese Communist Partyôs 90th Anniversary (

90 ). 

É In respect of medium- to high-end products, we have 

launched our new ñGreatwall Terroirò wine series with a core 

brand positioning which emphasizes exquisite wines selected 

from the finest wine regions in the world. Greatwall Terroir

wine series was rapidly launched through nine trade fairs and 

sales promotion seminars. 

É At the same time, we have further consolidated and 

eliminated medium- to low-end stock keeping units to help 

further enhance the brand image of ñGreatwallò. At present, 

approximately half of our sales revenue of ñGreatwallò wines 

is attributable to the high-end and medium- to high-end series.
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Winning in Brands
ÉDuring the interim period, while the new sales and distribution model has beensubjected to on-going refinement, 

sales volume decreased by 9.1%. As a result, according to a market research conducted by AC Nielsen at the 

end of June 2011, the ñGreatwallò brand recorded a decline in market share by volume of 1.7 percentage points, 

but still stayed ahead of its key competitor by a material margin and continued to maintain its No.1 ranking.

ÉGreatwall Chateau Sungod

ÅThe image of Greatwall Chateau Sungod wine, as the ñWine of our Nationò, has been further consolidated by its 

presence at the National Peopleôs Congresses and the Chinese Peopleôs Political Consultative Conference.

ÅOnce again, Greatwall Chateau Sungod has been selected as the only official wine for the Boao Forum for Asia.

ÅUncompromising efforts have been made to promote our high-end and quality image of ñOfficial Wine at State 

Banquetsò and ñWine of our Nationò by comprehensive and continuous advertising campaigns on CCTV, 

advertisements at key areas in airports and high-end consumer magazines to maintain communication with our 

core consumer group.

Wines Businesŝ Contỗ

Winning in Products Contô
É During the interim period, as the new sales and distribution model underwent further refinements, sales volume decreased by 9.1% to 

approximately 47,000 tons compared to the first half of last year. The decrease in volume was also due to the comparatively higher proportion of 

low-end wines sold during last year under the old distribution model. Nevertheless, sales volume is expected to further recover in the second half 

of this year.

ÉWith regard to increase the business scale, the sales revenue of our high-end Greatwall Chateau Sungod nearly doubled as compared to the 

first half of last year. Our high-end Chateau Junding, which conducted an ongoing promotion and marketing campaign, recorded an increase of 

approximately 1.25 times in sales revenue compared to the first half of last year. The newly introduced medium- to high-end Greatwall Terroir

series conducted product launch campaigns in major cities and achieved a successful start. Attributable to the strong momentum in turnover 

growth, the average unit selling price recorded a year-on-year growth of approximately 30%. Total sales revenue stood at approximately HK$1,753 

million, up 20.4% compared to the first half of last year.

ÉWith regard to the improvement of the quality of the raw materials and the assurance of food safety, our wines business is committed to increase 

the ratio of grape supply from self-owned and cooperative vineyards. At present, approximately 63% of our grape supply comes from self-owned 

and cooperative vineyards.
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Wines Businesŝ Contỗ

Winning in Networks
ÉWe will continue to adopt a refined and flattened distribution systems, strengthen controls for the use of brand and marketing 

resources, rationalize price strategies and explore market expansion within the system. 

É Channel management and the evaluation and tracking of retail points of sale has been strengthened with the introduction of third-

party inspections to perform quick tracking of market performance at retail points of sale. Execution at retail points of sale has been 

enhanced and facilitated by sophisticated, quantitative channel management methods.

É Regarding untapped market expansion, continuous efforts will be made to explore special channels such as tobacco & wine shops

and group purchase. The consumption of our wines at official government functions will also be further promoted to government

officials at all levels.

É We will expand our sales team and strengthen its management to further enhance our business development.

É The wines business and our central sales operation department jointly formed a wines business route-to-market project team to focus 

on optimizing channel structure and to gain greater control over the use of distribution resources through continuous improvements in 

sales model, distribution network, segregation of responsibilities, organization structure and sales policy management, with a view to 

enhance sales performance at terminal points of sales. 

Winning in Brands Contô
ÉGreatwall Terroir wine series
ÅThrough a 360°above-the-line and below-the-line integrated marketing 

communications strategy

ÅOur product launch activities in all major cities have been carried out by way 

of promotional and marketing campaigns covering all communication 

channels including advertisements, newspaper reporting, public relations 

activities, promotions campaigns, outlets marketing, direct marketing (free 

trial) and gift packaging.

ÅWe have successfully promoted our core message of ñexquisite wines 

selected from the finest wine regions in the worldò to our key consumer group.



2009 1H 2010 1H 2011 1H

+1.8PPT
+0.8PPT

+5.2PPT

Continuing improvement of Gross Profit Margin

Increment
(1st half vs 1st half)
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Wines Businesŝ Contỗ

Winning in Profits
É In order to increase its profitability, the wines business continued to improve its product mix and marketing efforts. The promotion of our 

high-end product, Greatwall Chateau Sungod, and the successful launch of our medium- to high-end wine series, Greatwall Terroir

resulted in an increase in gross profit margin of 5.2 percentage points. Meanwhile, under the new sales and distribution model which 

enhances the efficient use of our marketing resources, the wines business unit allocated appropriate resources to improve the

performance of our various sales channels, such as on-premise sales, other modern channels and wholesale distribution. Furthermore, 

we have increased our above the-line marketing investment for Greatwall Chateau Sungod and the Greatwall Terroir. The overall 

selling expense ratio was still comparable to first half of last year under tightened expense control. 

ÉWith objectives of  improving shareholdersô returns, we drive to enhance 

profitability and to increase business scale. The wines business showed 

a recovering growth in segment results of approximately HK$299.5 

million, up 81.0% compared to the first half of last year, showing the 

signs of an initial turnaround after the implementation of our new sales 

and distribution model. Moreover, as a result of integrated income tax 

planning, the overall effective tax rate was down by 3.63 percentage 

points compared to the first half of last year. 

Winning in Systems:
ÉWith regard to the improvement of our sales organization, we are continuing to set up regional sales offices and to improve our sales 

team by focusing on the currently untapped markets in order to promptly capture market share. Our regional sales offices will be

further sub-divided to progressively refine our sales efforts in the regions where our wines are currently distributed. A special 

channels department, a key accounts department and a sales and operation department were set up within our wines business unit 

to better serve our customers.

É In respect of the supply chain, our production bases in Ningxia and Xinjiang are under construction. Bottling capacity at the Ningxia 

plant will be approximately 20,000 tons and, upon full completion of the Xinjiang fermentation centre, the fermentation capacity will 

be approximately 30,000 tons. This will help to expand our sales coverage and will improve our operational efficiency.

ÉUnder our ñ2011 COFCO Wines & Spirits Trainee Program ( )ò, team-building was promoted, new sales trainees 

were recruited and talent development and training programs were conducted in all regions to ensure the proper talent support for 

our wines business. Our wines business unit also improved the management mechanism of its division managers.
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Per Capita Consumption 

Wines Industry Growth Rate (by volume)  

In past 5 years wine industry historical CAGR was 

approximately 20%. In the coming 5 years, a CAGR of 

15% is expected. (According to statistics from National 

Bureau of Statistics of China (NBSC) and industry 

association)

Production Bases, Capacity and Utilization

Wine - Volume  Share

Production Bases: Shacheng, Changli, Yantai, Shaoxing, 

Chile, France 

Annualized Capacity: (slack season) Approx. 140,000 tons 

of grape wine and approx. 3,000 tons of yellow rice wine

2011 1H Utilization: Approx. 73% 

Distribution Coverage
No. of Distributors

2008 2009 2010 2011 1H

All prefecture-level cities and 

developed county-level cities

672 785 840 903

Wines Businesŝ Contỗ

32.4% 30.6%
20.4% 22.3%

2010 1H 2011 1H

Greatwall

Changyu

Data Source Nielsen 18 Cities Scantrack  



¸ Production Bases

Local Production 

Bases

Vina Santa Andrea 

Limitada, Chile 

Societe du Chateau 

de Viaud SAS, 

France 
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Business Level
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ÉAccording to market research conducted by AC Nielsen at the end of June 2011, the ñFortuneò brand consumer-pack edible oil 

secured a No. 2 ranking in market share by volume by having a 1 percentage point improvement, thereby continuing to narrow the 

gap with the leading brand.

ÉWe have increased our efforts in advertising, carrying out comprehensive consumer and community communication, by improving 

the efficiency of our key retail outlets, and by increasing market development at the county-level by investing in direct brand 

promotion. We increased our product and brand exposure through media advertising and public relations activities and strived to 

develop and improve our ranking among the various product categories with a focus to build a leading brand in each sub-category.

ÉOur ñFortuneò brand has been legally recognized by the Trademark Review and Adjudication Board of State Administration for 

Industry and Commerce as a ñwell-known trademarkò which significantly enhances our brand image. In ñSafety, Environment, 

Responsibility-the Second Session of Food Industry 3Å15 Online Surveyò held by Peopleôs Daily Online in March, COFCOôs 

ñFortuneò brand was elected as most favorite brand of edible oil in an internet poll.

Winning in Products
É During the interim period, when compared to the first half of last year, our kitchen foods business recorded sales revenue of

approximately HK$6,172 million, up 116.3%. Sales volume stood at approximately 493,000 tons, up 69.7%, as driven up by 

increased product competitiveness.

É Our kitchen foods business has centralized marketing resources to focus on the promotion of edible corn oil. Leveraging on the 

advantage of our upstream production capacity, we proposed the concept of ñcorn oil from golden production regionò, together with 

strengthening our sales process and channel coverage by launching a nationwideñGoldenStormò edible corn oil campaign and by 

increasing outlet merchandising inputs. Our aim is to develop the ñFortuneò brand as the leading brand in the edible corn oilsub-

category by increasing its market share.

É Our kitchen foods business has developed new key products, increased product competitiveness and also adopted an enhanced 

product differentiation strategy, by increasing its effort to promote high value-added oils through the launch of ñ olive oil, 

ñ premium soybean oil as well as the regional sales of our ñ oil to achieve product mix enhancement, thereby 

improving our gross margin. We will continue to develop a high-margin rapeseed oil product under our ñseries.

ÉDuring the interim period, we also launched the ñzero-additive soy sauce seriesò under theñFortuneò brand.

Kitchen Foods Business

Winning in Brands
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Winning in Networks
É During the interim period, the number of retail points of sale, distributors and sales staff under our coverage have increased.

É We continue to strengthen our channel penetration and further develop various sales channels. We keep increasing the number of distributors and front-

line sales teams to rapidly improve our coverage of cities of prefecture-level or above through a persistent development of retail points of sale, and by 

increasing market coverage at county-level by targeting the stores covered by major competing brands as major potential outlets for our own products.

É While increasing our city coverage, we continue to strengthen and flatten the channel operation in order to effectively develop and maintain the 

management of our sales outlets. With the urbanization of China accelerating, sales efforts are increasingly being devoted to third-and fourth-tier cities. 

We strengthened co-operations with county-level distributors by focusing on the development of the market at county-level.

Winning in Systems:
É We have strengthened the collaboration with our parent COFCO group in order to benefit from their upstream capacity. Targetting especially their new 

additional capacity and based on our market data, incorporating data from our sales regions, we clearly defined the oil categories required under our 

production plan. Higher capacity utilization enabled us to optimize logistic cost, to ensure the supply of oils and to enjoy further cost advantages.

É Third party OEM subcontractors are also well utilized to optimize logistics planning, to increase responsiveness to the market and to improve our 

customer order fulfillment rate. Outsourcing of first-tier and second-tier logistics service providers and six storage facilities have been completed to 

ensure the quality of service, to improve the efficiency and to optimize cost.

Winning in Profits
É During the interim period and in order to cooperate with the governmentôs goal 

to stabilize the volume supply and the selling price of edible oils, our kitchen 

foods business has taken proactive measures to stock expected volumes in 

advance, whilst seeking relevant governmentôs support, optimizing product mix 

and continuously monitoring level of channel stock and ensuring supply at key 

retail points of sale. Significant growth in both sales volume and profits during 

the interim period has been enhanced by improving the utilization of working 

capital and reducing operating costs. 

É During the interim period, when compared to the first half of last year, our 

kitchen foods business recorded strong sales revenue and sales volume growth. 

Due to the benefit of operating leverage, segment results of the kitchen foods 

business also recorded significant growth to approximately HK$74.3 million, up 

682.1%.

Kitchen Foods Businesŝ Contỗ

2009 1H 2010 1H 2011 1H

270 290
493

Sales volume of edible oil ('000 tons) 

Sales volumeϿ '000 tonnesЀ
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Per Capita Consumption (China) Kitchen Foods - Volume  Share

Industry CAGR was approx. 12.1% from 2005 ï2010. 

Expected CAGR to be approx. 20% in the future. 

(sources: CTR, AC Nelson, industry estimate) 

Industry Growth Rate (by volume) Upstream Supply Chain Capacity

Upstream Supply Chain (31 sites in total) (updated on 1 Aug)

COFCO  - 13

Non-COFCO  - 18

2011 1H Capacity: 1.50 million tons 

COFCO upstream production bases : 1.10 million tons

Non-COFCO OEM suppliers : 0.40 million tons

Distribution Coverage
No. of Distributors 

2008 2009 2010 2011 1H

All prefecture-level cities and developed 

county-level cities

511 715 851 900
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10.9%
15%

45.2% 42.7%

2010 1H 2011 1H

China Foods 
(include Fortune 
and other brands)

Yihai Kerry 
(indlude 

and other brands)

Volume ( tons)

Data Source Nielsen Retail Audit 
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Winning in Products
ÉDuring the interim period, when compared to the first half of last year, sales revenue was HK$244 million, up 33.2%; sales volume stood at 

3,486 tons, up 36.1%. 

ÉOur confectionery business adopts an integrated product differentiation strategy for the innovation of new products such as the black hazelnut 

syrup aerated chocolate bowl series, the orange flavored jelly candy with chocolate and the strawberry flavored jelly candy. 

ÉDuring the interim period, new products launched have contributed 16% of our sales revenue, of which our new product, the ñMerveilleò jelly 

candy, has become one of the best-sellers in its product category. Our aerated chocolate series was also well received among local consumers 

in the regions where the products are available for sale.

Confectionery Business

Winning in Networks
É Our confectionery business continued to increase the coverage of its retail points of sale and to improve the performance of the various 

outlets by further extending market penetration and developing our existing sales channels. 

É During the interim period, the number of new retail points of sale under our direct control and indirect control have been increased. Also, a 

monitoring system has been established for all retail points of sale under our direct control as a tool to improve the systematic management of 

sales channels. 

É The management provided front-line sales staff with an optimatized route plan for sales visits in order to enhance our visit efficiency. 

É During the peak season sales, a new display plan was implemented at retail points of sale which raised the quality of the displays and the 

image of our products.

Winning in Brands
ÉAccording to market research conducted by AC Nielsen at the end of June 2011, the ñLe Conteò brand ranked No. 4 in market share by 

volume and had 0.1 percentage point improvement. 

ÉOur confectionery business continued to strengthen the core messages of ñrich and classicò of our ñLe Conteò chocolate, andñbrightening

up your happy lifeò of our ñMerveilleò brands. Several marketing campaigns were launched during the Chinese New Year, Valentineôs Day 

and Womenôs Day during the interim period.

ÉWe have taken measures to rationalize our product mix, to enhance the competitiveness of our products and to improve our product

packaging according to the market positioning of our brands. We also introduced differentiated products to enrich our family-pack product 

category, thereby further consolidating our position in the family-pack chocolate industry segment.
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Winning in Systems:
É Our confectionery business has implemented the MCM system on a nationwide basis. All frontline sales staff have used the system to 

achieve effective management over all retail points of sale under our direct control in addition to route plan for sales visits.

ÉWe have introduced new tendering procedures for the annual procurement of all our packaging materials to ensure their quality and to 

realize cost advantages. We have also monitored the market price of key raw materials to promptly seize the opportunity of purchasing in 

bulk.

ÉWe have established collaborations with member companies of the parent COFCO group for the use of storage facilities, and to improve 

our integrated warehousing, storage and distribution capabilities. Moreover, tendering process for five logistics services and storage 

facilities have been introduced to ensure our quality of service.

É The food safety risk management system, the food quality management system, the environmental protection management system and 

the occupational health and safety management system have been implemented and certified by a certification agency.

ÉRegarding team building with talent development, we have commenced the ñLeadership Development Programò to provide integrated

capabilities training for our managers and to improve the management skills of our sales managers.

Winning in Profits
ÉWe are pursuing various channel and new product marketing activities according to our annual sales plan. With continuous investment in 

marketing resources for new products, in particular the two jelly candy items, we achieved higher than expected sales revenues. 

Meanwhile, other new products have also shown favorable conditions for potential sales growth in the second half of this year.

É During the interim period, when compared to the first half of last year, both sales revenue and sales volume grew. However, gross profit 

margin dropped as a result of the rising cost of key raw materials and the changes of our product mix. In addition, higher selling expenses 

were recorded in relation to the launch of new products, thus resulting in a loss in our segment results of confectionery business of 

HK$41.6 million.

ÉWe expect to maintain the momentum of our high sales revenue growth and improve our gross profit margin by benefiting from an

enhanced product mix during the second half of this year. 

Confectionery Businesŝ Contỗ
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Per Capita Consumption (Chocolate) Chocolate - Volume  Share

Industry Growth Rate (by volume) 

Retail sales of Confectionery (include chocolate and 

candy) in China in 2010  grew at 19.3%. In the following 

3-5 years, industry growth rate is estimated at 

approximately 15.8%.

Production Base, Capacity and Utilization 

Production Base:  Shenzhen 

Annualized Capacity:  Approx. 19,500 tons (chocolate 

11,800 tons, candies 6,500 tons, others 1,200 tons)

2011 1H Utilization:  Approx. 46%

Distribution Coverage
No. of Distributors

2008 2009 2010 2011 1H

All prefecture-level cities and developed county-

level cities

529 424 413 430

Confectionery Businesŝ Contỗ

9.1% 8.2%

39.5% 39.2%

2010 1H 2011 1H

Leconte

Dove

Data Source Nielsen Retail Audit 
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In the next 3-5 years, CFL will build a stronger 

market position 

Among the US top ten outperforming stocks in the past 10 years, 3 of them are F&B companies. 

Comparing factors such as macro environment, market status and financial resources, our internal and 

external operating environment and conditions are more favorable, providing us with greater potential 

to succeed. 

Diversified product 

portfolio 

Continuously add new product categories

Target(2015)
Continually expanded 

product lines 

To become a leading company in industry with a 

portfolio of famous wines

Integrate sales of kitchen foods products of the 

Group to realize strong No.2 status in consumer 

ïpackaged oil industry

Continually enhance product portfolio to realize 

No. 2 status in Chocolate industry 

Wine, rice wine, 

liquoré

Edible oil, rice, flour, 

seasoningsé.. 

Chocolate, peanut, 

candyé.. 

Global top 8 Coca-Cola bottling groups

Coca Cola, Sprite, 

Minute Maid, juice 

milk and teaé..
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Current organization structure is not 

conducive to synergy realization

Managing 
Director

Deputy General 
Manager

Admin Strategy Finance
Human 

Resources
Marketing

R&D

Sales 

Operation
Supply Chain

Quality & Safety
Audit Legal IT

Beverages Wines Kitchen 

Foods

Confectionery

Bottling 
Plant Plant

Sales 
Platform

Sales 
Region

Plant

ÉFunctional departments of each business units are decentralized, which is not conducive to 

manage professionally.

ÉMultiple levels of functional departments are not conducive for system to operate effectively and 

efficiently.

ÉIndependent regional platforms of each business is not conducive to integration and synergy 

realization. 

Sales 
Region

Imports & 

Exports 



Various resources cannot be utilized effectively 

Marketing case for example: Most of the product categories demanded by the traditional foods & catering 

channel could be supplied by COFCO.  However, independent sales & distribution networks set up by 

individual product categories have resulted in duplicated and ineffective sales visits.
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Various resources cannot be utilized effectively

Regional sales departments 

are set up separately, thus 

causing waste of personnel, 

space and expenses and 

poor communication 

between departments. 

Greatwall

Fortune

Regional product portfolios 

are operated separately, 

thus making low efficiency 

of communication among 

customers and consumers, 

and causing duplicated 

resources investment. 

China Foods

57



Warehouse 

- Wine

Warehouse 

ïKitchen

Foods

Warehouse 

- Confectionery

U N I V E R S I T YU N I V E R S I T YRegion DC

Duplicated 

investment of 

logistic resources 

leads to relatively 

low efficiency. 

Outlet Outlet Outlet Outlet

Outlet Outlet Outlet Outlet
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Various resources cannot be utilized effectively



After integration of regional platform, scale of the company and its business would be expanded. 

Company would enjoy more support from local government as well as increase in bargaining 

power with customers in the regions. 

Greatwall

Leconte
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Various resources cannot be utilized effectively



60

In order to adapt to development needs, reform 

of China Foods is imperative. 

Regional 

Platform 

with 

centralized

office

Managing 

Director

Supply Chain Quality & 

Safety department 

Headquarters 

Decision-making 

and operational 

platform

Sales Operation 

Department

éé

Sales Region C

Sales Region A

Sales Region B

Deputy 

General 

Manager

éé

Plant A

Plant B

Plant C

Advantage of  

competitiveness, execution 

and centralized resources

Coordinate with regional 

platform, operate 

effectively and guarantee 

supply

Professional management 

and decisions by 

professionally managed 

functional departments

Regional Operation 

Platform

Supply Guarantee

Platform
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China Foods will become a leading branded consumer foods 

company with multiple brands and products.

We aim to realize multi-categories and multi-brands operational platforms 

through a centralized back-office with differentiated front-desks.



Teamwork 

for Win-

Win

Maximum 

returns for 

shareholders

Maximum 

values for 

employees

Maximum 

profits for 

customers

We aim to ultimately realize win-win among 

customers, shareholders and employees
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