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Nong Shim’s history has been a
cultural journey

Our vision is to leapfrog into a global food company pursuing health and
happiness with customers.

Positioning ourselves to capture the most attractive growth and
profit opportunities
Nong Shim, the best leading company in the Korean food industry, is leapfrogging into a
global food company pursuing health and happiness with customers in the globe.
The Company strongly dominates the instant noodle, snack and mineral water markets and
has achieved annual average growth of 25% in sales during the past four decades. Since the
mid-1990’s, we have proactively entered into global markets and are operating local plants
in China and the US.
Nong Shim products such as Shin Ramyun, Yukgaejang Bowl Noodle, Shrimp Cracker and
Onion Rings have been global brands that captivate the taste of world’s customers beyond
Korea. Recently, the Company is positioning itself as a leading company through taking the
lead in launching LOHAS products representing the global foods trend.
However, we will not stop moving toward the ’World Best.’ Nong Shim intends to build solid
foundation for continuous growth. To this end, we will focus on increasing sales, securing
high profitability and innovating corporate culture. In last year, we have completed R&BD
center which will haul our future growth and Noksan Plant with sophisticated facilities for
advanced foods. Moreover, we established new strategies and the ’Vision 2015’ to advance
to the rank of one of world’s foremost companies by 2015 marking the 50th founding
anniversary. Now we are changing and pursuing the globalization.
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Nong shim At a Glance
Nong Shim accounts for more than 70% share in the
domestic instant noodle market with its hit brands including
Shin Ramyun. The Company recently continues to launch
LOHAS products to meet changing customer needs.
Domestic instant noodle market showed flat in sales with
average 65.0 packs per person in 2007, mainly due to the
increasing customer needs for well-being, eating-out trends
and substitute foods. According to this, Nong Shim achieved
KRW1.61 trillion in instant noodle sales in 2007, a decrease of
1.0% compared to the previous year.
1,061

1,072

1,063

In 2008, we will focus on expanding marketing activities for
main brands such as Shin Ramyun and Ansung Tang Myun,
fostering non-frying noodles and developing new premium
brands. We set the target of KRW1.13 trillion in instant noodle
sales in 2008, an increase of 6.4% compared to 2007.
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Over 50 popular snack items including Shrimp Cracker and
Onion Rings are in great demand and our snack business
accounts for more than 37% share in the domestic snack
market backed by unrivalled brand power and unique taste
and nationwide distribution channel.
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The Korean snack market experienced 4.8% growth in sales
mainly due to increasing unit price and strong demands for
premium brands. Nong Shim also recorded KRW216.6 billion in
snack sales in 2007, an increase of 5.1% over the previous year.
Nong Shim will upgrade quality of existing brands and bring
up high-growth product category including rice snack and
Chip Potato in the coming year. We plan to achieve sales of
KRW240.0 billion in 2008, an increase of 10.8% from the
previous year.

206

209

216
2003

217

Snack

(unit : KRW in billions)

Domestic beverage market increased 2.0% in 2007 thanks to
strong demand for bottled water products and launch of
healthy beverages, and we also achieved KRW135.7 billion in
beverage sales backed by expanding production capacity of
Jeju Samdasoo in 2007, an increase of 9.7% over last year.
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In the coming year, Nong Shim will consolidate growth
platform through launching new functional beverages for
diabetes, obesity, health and beauty. We expect to sell
KRW177.0 billion worth of beverages in 2008, an increase of
30.4% from 2007.
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Nong Shim sells Jeju Samdasoo which remains unshakable
position in the domestic bottled water market and other
world’s most favorite beverage brands such as Capri Sun and
Welch’s juice. Our beverage sector continues to rapidly grow
by launching new well-being products and securing
nationwide distribution channel.
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(unit : KRW in billions)

We have imported and distributed domestically such worldfamous food brands as Kellogg’s, Chupa Chups and Denmark
Ham as well as sold instant rice products and in-flight meals.
In these businesses, our sales recorded an increase of 2.4%
compared to the previous year to KRW186.7 billion in 2007.
Sales in rice business decreased 19.1% to KRW10.6 billion
mainly due to sluggish market demand and fierce
competition. However, we achieved KRW57.5 billion in
exports in 2007, an increase of 3.2% over the previous year.
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In 2008, we expect our new instant rice brand ‘Kosihicari Rice’
to have a great vogue in the market and plan to expand sales
through large discount stores. The sales target in rice
business for 2008 is KRW15.0 billion, a 40.4% increase, and we
also intend to accomplish KRW65.0 billion in exports by
developing new global markets, a 13.0% increase from 2007.

2007

(unit : KRW in billions)
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Building Vision

In the Lives of World People
The taste of Nong Shim is universal and without borders.
Nong Shim has succeeded in capturing critical mass appeal globally.
Our distinctive tastes and brands are exported and sold all around
the world including the US, China, Japan, Europe and Southeast Asia.

The unique taste of Nong Shim has put down roots in the lives of global customers.
Where can local customers buy the Nong Shim products
that have succeeded in capturing critical mass appeal?
Now you can meet our main products around the world
through the major local distribution channels such as
Wal-mart, COSTCO and Sam’s Club in the US, Safeway,
Loblaws and Metro in Canada, TESCO and J-Sainsbury in
UK, Seven Eleven and Family Mart in Japan, Carrefour in
Taiwan, Coles and Woolworth in Australia. Furthermore,
Nong Shim products have been foremost popular brands
in the snack bar at John F. Kennedy Airport, New York,
the Jungfrau’s Observation Deck and the stores at the
Beijing Airport.

In China, we have produced and supplied distinctive
tastes and brands to 1.3 billion Chinese people through
operating sophisticated facilities in Shanghai, Qingdao
and Shenyang. In the US, we are also creating popular
tastes for all the people beyond Hispanic and AsianAmericans through our local plants in LA.
Like these, Nong Shim has secured an advantageous
position in the major markets in the US and China. In
addition, the Company is playing a leading role in
globalization of Korean tastes by proactively entering
into other promising global markets in Australia, Russia,
Europe and South America.

Building Vision

Through Developing New Ideas
We continue to invest in developing advanced technologies and great products
that meet our customers’ needs now and in the future while continuously
improving our management system to enhance quality and efficiency.

We are shaping a better future through developing core technologies and innovating
corporate culture.
Passion for new technologies, promise to make excellent
products for customers and great vision to leapfrog into
the world’s best food & food service company have
driven us to be a frontrunner in the Korean food industry
for a long time and to shape a better future.
On the back of these competitive edges, we are preparing
another future success. Not only to flexibly cope with
rapidly changing market environments but to position
ourselves for the future, we established new mid and
long-term vision and determined to innovate ourselves.
We will be one of global leading companies in food &
food service sector by 2015 marking the 50th founding
anniversary through consistently strengthening our
capabilities and investing in creating new growth engines.
R&BD Center and Leadership Center, completed in 2007,
will be the heartland of research for the Company’s future

business, technology development and cultivation of
human resources. Our Noksan plant for the production of
non-frying noodles will be also the spearhead of the next
generation LOHAS product line-up.
Internally, Nong Shim is making efforts to secure higher
management efficiency by consistent innovation. Today,
most global leading food companies are enhancing their
competitiveness by expanding the business into related
sectors, which has leveraged growth in sales and profits.
According to this global trend, Nong Shim will lay the
groundwork for further growth by reinforcing core
capabilities and implementing M&A or alliances with
prominent global players as well as significantly improve
its competitiveness through strategic outsourcing and
cost innovation.
We are accelerating our steps toward the ‘World Best.’

Building Vision

By Delivering Valued Products
At Nong Shim, the business road map we follow keeps our manufacturing, sales and
marketing activities all moving in the same direction-focused on delivering great
products and services that provide value to our customers and stakeholders.

We are committed to providing customers with high quality foods and food services.
Recent mega trend in food markets includes strong
demand for well-being and LOHAS products, increased
concerns high-level regulation about food safety,
innovative changes in distribution channel and
globalization of products.
Therefore, leading food makers are keeping pace with
these market changes by introducing advanced food
manufacturing system, launching premium brands,
entering into related businesses and enhancing
globalization.
In particular, LOHAS (Lifestyles Of Health And
Sustainability) is recently in the spotlight as a
representative consumption trend, as it pursues

sustainability of health and, at the same time, earth
environment beyond well-being concept. LOHAS products
are putting down roots in the lives of conscious customers.
Nong Shim has also adopted the LOHAS value in all
processes from the selection of ingredients to
manufacturing and distribution, which has fulfilled
customer needs. Backed by our advance in LOHAS, we
won the Technology Progress Award from the Korean
Society of Food Science and Technology in 2007.
All of our instant noodle and snack products are being
manufactured with MSG free, zero transfat and low
sodium. We are thinking and implementing a few steps
ahead for healthier and more qualified society.

Building Vision

With Customers
Current trends driving what consumers need and purchase include freshness,
convenience, health and safety. Our new product platforms reflect these trends well.
We will be the recognized leader in providing superior quality, value and services to
customers around the world.

We are focusing on enhancing food safety management companywidely.
Nong Shim has placed an emphasis on companywide
food safety management to provide customers with
trustworthy food products and services.

Customers and Plant Upgrade. To this end, we will
innovate on all processes, open the claims to the public
and invest in facilities.

We always put quality management first, and thoroughly
manage and improve all processes from the purchase of
ingredients to manufacturing, distribution and after sales
service. To further implement quality management, we
recently introduced ‘Customer Safety Project’ and intend
to come into operation.

In addition, the Food Safety Advisory Panel was installed
to supervise and lead this project, and make it be firmly
established in the Company.

The Customer Safety Project includes three main
programs of Zero Claim, Advanced Response System for

Nong Shim, as a global food company pursuing health
and happiness with customers, will rebuild the world’s
best brands through securing flawless food safety
system.

Building Vision

With Our Community
Nong Shim has been committed to improving people’s lives by implementing corporate
social responsibility. In 2007, we participated in voluntary works for eliminating oil stains
in the area of Taean Peninsula where people have suffered from oil spill.

We are sharing love and envisioning a better future with communities.
Nong Shim makes efforts to return solid trust and love
from all the people through a variety of social
contribution activities.

neighbors, younger households and undernourished
children through the Korea National Red Cross. The Food
Bank service started in 2002.

To this end, Nong Shim Group has supported and
sponsored various academic, cultural and research
activities as well as granted scholarship through Yulchon
Foundation. Especially, it focuses on offering educational
services for juveniles who will be leading roles of the
national restoration, and has donated funds to
underprivileged and stricken neighbors.

Established in 2004, the Jeju Samdasoo & Nong Shim
Scholarship Association has also contributed to
academic, cultural and research activities in Jeju, Korea.
Since 2006, the Association has granted scholarships to
high school and university students with outstanding
grades and low-income families in the region.

The ’Sharing Love Concert’ has been held every year
since 2000 and donations from Nong Shim and the
audience of the concert are delivered to unfortunate

Nong Shim’s social contribution activities will be carried
out widely for making ‘World of Dream and Future‘ in
2008 as well.

Message from the CEO

“

Nong Shim will continuously
grow and develop its vision of
‘Do Dream World Best.’

To our valued shareholders
Nong Shim has been the leading food & food service
company in Korea by continuously producing great power
brands including Shin Ramyun, Ansung Tang Myun and
Shrimp Cracker over the past four decades. Based on this
great success we have achieved, we should make another
forty-year corporate history.
Today the world economy is in the midst of mega transition
periods coexisting with challenges and opportunities.
Externally, management condition is rapidly changing due
to rising resources price, hard restrictions on environmental
matters and fierce competition in the global market. There
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”

are also unfavorable factors internally such as increasing
customer needs for quality life, entrance of competitors,
changing consciousness about processed foods and
growing market dominance of distributors.
Under these unfavorable market environments, Nong Shim
achieved sales of KRW1.6 trillion and net income of
KRW103.4 billion in 2007, a slight decrease compared to the
previous year.

Recently our sales and profits have showed slow progress.
To overcome the sluggishness and drive the businesses
forward, we determined to innovate ourselves. We will

rebuild our corporate culture, refresh 3Ps (Product, Process
and People) and upgrade management system to boost
sales and profits.
Through these changes, we will accomplish KRW4 trillion in
sales and KRW500 billion in operating profit by 2015, and
grow to a global food company pursuing health and
happiness with customers.
According to this, the Company will make it a
management principle to serve customer’s interests in
2008. With utmost sincerity of serving them and
substantial operation fulfilling customer needs, Nong
Shim will become the customer-centered company. We
will also ensure ongoing integrity, transparency and longterm strength to consolidate our sustainable growth
platform. Based on this management principle, we plan to
initiate several executive missions this year.
First, we will lead in product innovation for customers.
We intend to rebuild our product concept from customercentered angle. We will also manufacture what customers
want and develop new products that create high
customer value.
Second, we will deliver advanced products meeting
customer needs.
Nong Shim’s all products boast of MSG free, which is one of
our commitments to implementing the principle of quality
management. In addition to manufacturing high quality
products, we will deliver further satisfaction and value to
customers by providing them on reasonable prices. To this
end, we will focus on cost innovation through

systematizing all processes from procurement to
production and distribution.
Third, we will reinforce customer-tailored services.
We will pay attention to customers’ opinions by securing
diverse communication channels. Along with this, advanced
analysis system of customers’ tastes and needs will be
introduced to meet them and get closer to customers.
Forth, we will provide trustworthy foods through
strengthening the safety management.
By implementing the ‘Customer Safety Project’ which was
introduced to manufacture and supply trustworthy food
products, we intend to achieve perfect operation without
any claim in the mid and long-term. To this end, we will
innovate on all processes from the purchase of ingredients
to production, distribution and after sales activities as well as
reformation of consciousness of all employees. Customer
relation management will be also reorganized.
We understand that developing an enterprise requires
continuous preparation and execution. We will therefore raise
our sights to the challenges ahead and advance forward with
the tools to succeed. The staff and directors stand steadfast in
their commitment to our shareholders and investors and will
enhance investor relations activities to achieve better results
and increased share value. We thank you again and
appreciate your continued support and encouragement.

Sun, Wook
President & CEO
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Our operating target in 2015

4 in sales
500 in profit
powerful10 brands

KRW
KRW
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trillion

billion

Our vision is to leapfrog
into a global food company
pursuing health and happiness with customers.

Nong Shim established a new vision to leapfrog into a global food
company pursuing health and happiness with customers in the 21st
century, and has implemented detailed strategies.
We set a goal to achieve sales of KRW4 trillion and profit of KRW500
billion, and to produce ten leading brands which are able to generate
sales of KRW100 billion per annum by 2015 through reforming our
business portfolio for the future. We will also make efforts to secure
high growth and profitability comparable to world’s leading companies
through continuous changes and innovation.
To accomplish our vision, Nong Shim is focusing on four strategies;
reinforcement of core capabilities, sustainable creation of customer value,
development of future growth engines and expansion of globalization.
And corporate innovation programs such as PI (process innovation), BI
(business innovation), MI (market innovation) and GWP (great work place)
are being operated to rebuild progressive corporate culture.
We at Nong Shim will continue to drive ahead to be the ‘World Best‘
company with a spirit of challenge and creativity.
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It’s great to supply our
customers with good
foods. I will make every
effort to introduce and
provide various and
high quality products.

Based on cumulated
experiences and knowhow, we aim to be
perfect at food safety for
customers to take our
products easy.

We will make our natural
water product ‘Jeju
Samdasoo’ be a global
brand which is superior
to Evian of France.

Sharing Our Vision
The taste of Nong Shim
is universal and without
borders. We will devote
ourselves to spreading
our taste and fostering
our products toward the
globe.
We continue to focus on
strengthening our brand
power through promoting
brand-centric marketing
strategy.

We strive to play a bigger
role in making excellent
food products that deliver
refreshing and unique
taste to world people
beyond their imagination.

I’m always pleased to see
foreigners who have
deeply impressed with
Nong Shim’s unique taste.
I would like to deliver our
taste to more world
people.

I was amazed to find our Shin
Ramyun sold at the Jungfrau’s
observation platform when I
visited there, which made us
feel proud.

Nature, health and safety as
well as taste are key concepts
of future technology. We will
create Nong Shim’s
mythology by developing
future-oriented products.
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We have built up stable
and royal customer base
in the Northern America.
We will expand our
business all the whole
Americas as early as
possible.

With new vision and
dream for the future, we
will make broad and
significant progress in
the global market.

Investors are deeply
concerned about our
new vision and strategies.
I will do my best to
communicate our
promising corporate
value to them.
Nong Shim products have
been recognized as premium
brands in Japan. They have
made a success in capturing
the attention of Japanese
with unique taste.

We will contribute to
consolidating market
dominance and activating
global business through
implementing strategies
coping with changing
distribution environments.

The US plant boasts of world’s
top class facilities.
I’m proud that every product
from my hands will be the
pride of Nong Shim

Today Nong Shim focuses on
expanding business into
adjacent sectors, maximizing
growth potential and
reforming profit basis.

I will do my best with
conviction that our success
follows when we listen to
and satisfy our customers.
It’s very nice for me and my
friends to take Nong Shim
snacks. Shrimp Cracker and
Onion Rings are most popular
among the age.
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Financial Highlights

Data Per Share
(KRW)
Ratios

Others

* The figures are not included the allowance for sales return.

2007
1,600.2
1,061.2
216.6
135.7
186.7
545.5
113.8
142.3
103.4
1,558.9
533.8
1,025.1
18,561
168,528
4,000
6.5%
6.6%
10.4%
52.1%
2.0%
6,082,642
4,834

954.9

1,025.1
2007

2005

2006
1,583.8
1,071.6
206.1
123.7
182.4
548.4
149.1
158.2
112.9
1,535.8
580.9
954.9
18,681
158,085
4,000
7.1%
7.5%
12.4%
60.8%
1.4%
6,041,358
4,903

2006

865.4

52.1
2007

60.8%

103..4
2007

Financial Position,

Sales*
Instant Noodle
Snack
Beverage
Others
Gross income
Operating income
Ordinary income
Net income
Total assets
Total liabilities
Total shareholders' equity
Earnings
Book value
Dividends
Net income margin
Return on assets
Return on equity
Debt to equity
Dividend yield
Common shares issued
Number of employees

2006

112.9
2006

Operating Results

72.2%

118.7
2005

(KRW in billions except per share data)

2005

1,600.2
2007

KRW in billions

1,583.8

Shareholders’ equity

percentage

2006

Debt-to-equity

KRW in billions

1,603.6

Net income

KRW in billions

2005

Sales

2005
1,603.6
1,062.8
216.0
110.1
214.7
548.9
150.3
165.9
118.7
1,490.4
625.0
865.4
20,562
149,952
4,000
7.4%
8.4%
14.5%
72.2%
1.4%
5,771,358
4,975

Our sales increased 1.0% compared to the previous year to
KRW1.6 trillion in 2007, despite sluggish demand and increasing
raw material prices. Instant noodle decreases 1.0%, while snack sales
rose by 5.1% backed by growth of new brands during the same period.
Beverage sales showed stable growth of 9.8% thanks to supply expansion
of Samdasoo and exports also rose by 3.2%.
In 2008, the Company intends to accelerate its sales through implementing
differentiated strategies. They include upgrading value of main brands, successfully fixing
non-frying products, developing customer-oriented products, expanding production
capacity of Samdasoo, creating global brands and reinforcing marketing activities.

Instant Noodle
Nong Shim’s instant noodles have been everyone’s favorite.
We invite you to the world of unique flavor that comes
from combining the finest ingredients.

Leading the market with premium brands of
new value
Nong Shim continues to manufacture and provide high quality
instant noodles that are tasty and good for health by using the
finest ingredients and operating top level safety system,
outstanding R&D and sophisticated production facilities.
The Company has introduced innumerable best-selling instant
noodle brands including ‘Shin Ramyun‘, the byword of hot taste,
‘Yukgaejang Bowl Noodle‘ with refreshingly hot taste, ‘Ansung Tang
Myun‘ with its mild appeal to the palate, ‘Saeng Saeng Noodle‘ and
‘Geon Myun Sedae‘ with well-being concept, of which Shin Ramyun
has become the most popular brand that is sold over 3 million
packs per day since the launch in 1986 and this single brand
represents an impressive 25% of the domestic instant noodle
market.
We are recognized to have world-class quality competitiveness and
food safety. As a result, we won the grand prize in the area of instant
noodle in the 2007 NSCI (National Customer Satisfaction Index) and
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rank the first in the GBCI (Global Brand Competency Index) for the
four consecutive years, which confirmed our dominant position in
the industry once again. Recently we are leading the market changes
with launching premium brands such as non-frying products.

Performance in 2007
In 2007, Nong Shim achieved sales of KRW1.06 trillion in instant
noodle business, a decrease of 1.0% compared to the previous year,
mainly due to the flat domestic instant noodle market. Because
sales of newly launched products recorded KRW22.2 billion which
fell short of our expectation, and sales of pack noodle and cup
noodle products were also similar to the results of prior year due to
the decrease of heavy users and stagnant consumption of instant
noodle per person. Meanwhile, sales of frozen noodles sharply
increased 18.5% over the previous year to KRW16.7 billion in 2007.
As a result, the instant noodle sector represented 66.3% of total sales
of the Company and market share decreased 1.1%p to 72.1%.
However, boosting sales of non-frying product Geon Myun Sedae
will serve as a momentum for growth.

M/S

2008 Outlook & Strategy
Today increasing demand for high-end products with well-being and natural
concept and the development of private brands led by the change of
distribution channel have been the mainstream issues in the domestic
instant noodle market. According to these, Nong Shim will foster sales of our
premium brands including Geon Myun Sedae and expand the sales of
existing five key brands of Shin Ramyun, Ansung Tang Myun, Chapagetti,
Neoguri and Yukgaejang Bowl Noodle through large discount stores. In
addition, we will give an impetus to the development of high-price premium
brands and continue to demonstrate our MSG free and low sodium
products. We set our instant noodle sales target at KRW1.13 trillion, a 6.4%
year-on-year increase.

73.5%

73.5%

73.2%

72.6%

72.1%

1,130
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27.3
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27.9

72.7

2004

72.1

2005

28.8

71.2

2006

29.5

70.5

2007

71

2008(E)

Cup Ramyun
Pack Ramyun

Sales Trend of Instant Noodle (unit : KRW in billions, %)

Instant Noodle

66.3%

Sales Portion of Instant Noodle

Instant noodle sales in 2007 recorded KRW1.06
trillion, down 1.0% year on year, mainly due to
sluggish market conditions.
We set our noodle sales target at KRW1.13 trillion
for 2008, an increase of 6.4% from 2007. To this
end, we will expand the line-up of premium and
natural concept products.
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Our new products will redefine our market position
and we believe our innovative ideas will lead the
new trend of noodle market.
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Leading premium brand ‘Geon Myun Sedae’
To meet the booming well-being lifestyle, most food companies continue to launch premium food
products, which have created a high value-added market in the industry. The Geon Myun Sedae
which was launched in February 2007, made by our unique Neo method which consists of non-frying
process for noodle and Zeodration method for soup, boasts of the low fat, innovative taste and
health-centered characteristics. Backed by tremendous popularity in the market, we have launched its
upgraded brands with flavors of beef soup, Kimchi, fermented soybeans and cheese. As a result, the
Geon Myun Sedae became a leading brand in the domestic premium instant noodle market. Its sales
exceeded KRW20 billion in 2007.

Expanding flavor platform of frozen noodles
Our frozen noodles are another well-being and premium brands. As they are deeply frozen at minus
40 degree Celsius as soon as it boils and are also manufactured and distributed under minus 18
degree Celsius, customers can enjoy its fresh taste and rich nutrition. Nong Shim’s frozen noodles
received the HACCP (Hazard Analysis and Critical Control Points) certificate in December 1999 from the
Korea Food and Drug Administration for the first time in Korea among frozen noodles. Sales of frozen
noodles have shown annual average 20.9% growth since 2002. The Nong Shim Garak is a family brand
name of existing frozen noodles. In this sector, we will expand our business through launching new
brand ‘One-touch‘, introducing world-famous brands and developing new noodle items.
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Snack
Nong Shim’s popular snack items, with their carefully
selected ingredients and crispy flavor, are family favorites
that everyone finds difficult to resist.

Creating and delivering advanced customer
value
Since the launching of Shrimp Cracker in 1971, Nong Shim has been
the foremost player in the domestic snack market. The Company is
also leading in supplying safe foods. We do not use inflating
materials, preservatives and MSG in manufacturing snacks. All of our
snacks boast of zero transfat. Currently, we produce and sell more
than 40 popular items, of which four brands of Shrimp Cracker, Chip
Potato, Honey Twist Snack and Onion Rings are ranked among the
top 10 brands in the domestic market with unfaltering
competitiveness. Especially, a new rice snack ‘Byul Tta Muk Ja‘ which
had launched in 2006 became one of top 20 brands just in a year,
and well-being concept brand ‘Cereals Story‘ launched in 2007 in
cooperation with Kellogg’s also very popular. Based on its unique
taste and cutting-edge technology, Nong Shim will continue to
create advanced customer value and lead the market by upgrading
existing snack brands and launching innovative products.
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Performance in 2007
In 2007, major snack makers have focused on upgrading existing
brands and launching new health-centric products to recover from
a slum in sales. Backed by these efforts and price advances, the
domestic snack market grew up 4.8% compared to the previous
year to KRW586.0 billion. Meanwhile, the volume of snacks sold
underperformed the results of last year mainly due to critical issues
in relation to artificial additives. Nong Shim’s snack sales increased
5.1% from the prior year to KRW216.6 billion in 2007 aided by the
expansion of new brands line-up, vigorous marketing activities
through large discount stores and markups. Particularly, new
products sales sharply increased nearly 30% to KRW18.5 billion.
Profitability in this business has also improved thanks to markups
and our cost reduction efforts.

M/S

2008 Outlook & Strategy
Main issues in the future snack market are summarized as the secure of food
safety, launch of advanced well-being products and creation of marketleading items. As most snack makers are proactively coping with the matter
of food safety, the domestic snack market is expected to further increase in
2008. According to these market condition, Nong Shim set its snack sales
target at KRW240.0 billion for 2008, an increase of 10.8% from the previous
year. To achieve the target, the Company will focus on upgrading its main
brands, expanding sales promotion and introducing confectionary and
substitute snacks. We will also rearrange snack portfolio suitable for changing
distribution channels.

39.3%
36.9%
35.3%

37.0%

33.3%

240

209

217

216
206

2004

2005

2006

2007

2008(E)

SalesTrend of Snack (unit : KRW in billions)

Snack

13.5%

Sales Portion of Snack

Snack sales increased 5.1% to KRW216.6 billion in
2007 backed by the expansion of new brands lineup, vigorous marketing activities and markups.
The goal is to sell KRW240.0 billion worth of snacks
in 2008, up 10.8% from the year before, through
fostering new products with high growth
potential.
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Beverage
We always provide clean and refreshing drinks filled with
nature’s fresh and aroma such as Samdasoo, Capri Sun and
Welch’s Juice.

Establishment of Global Brand and
Sustainable Growth
The beverage division is growing at the fastest pace among our
business and makes a brilliant figure as a new growth engine for the
future following snack and instant noodle divisions. Bottled water
labeled Jeju Samdasoo, since its launch in March 1998, has gained
much popularity and maintains its top position in the industry with
45% market share. In addition, Nong Shim is strengthening its
market dominance in bottled water by importing and selling high
quality oxygenized water ‘Power O2’ from Adelholzener, a German
Company. Among imported brands, Capri Sun and Welch’s
carbonated drinks are extremely popular with brand power. Welch’s
Juice, Campbell V8 tomato juice and others are also showing steady
sales. Nong Shim has a plan to be one of world’s top 10 brands in
the beverage sector by 2017 through business expansion. To this
end, we will focus on product diversification, design improvement,
development of new brands and expansion of export through
making strategic partnerships with promising companies at home
and abroad.
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Performance in 2007
In 2007, the domestic beverage market was estimated at KRW3.38
trillion, a 2.0% increase year on year. Sales of carbonated drinks only
fell by 6.3%, while sales of juices, sports drinks inched up. Bottled
water and tea sales increased by 10.2% and 47.1%, respectively. The
difference in each item’s sales stemmed from changes in
consuming trends where customers prefer beverages with lowcalorie, sugar-free and decarbonated drinks due to well-being and
LOHAS trend. In response to these market changes, our beverage
sales in 2007 recorded KRW135.7 billion, a 9.7% leap year on year,
thanks to sales growth of bottled water, teas and juices. Sales of Jeju
Samdasoo, Capri Sun and Welch’s Juice posted KRW97.9 billion,
KRW13.0 billion and KRW7.0 billion, demonstrating 18.2%, 8.3% and
1.0% growth, respectively.

M/S

2008 Outlook & Strategy
Recently, the development and launch of new products have speeded up in
the domestic beverage market and the competition is getting fiercer now
more than ever mainly due to entrance of large corporations and
pharmaceutical companies. According to these, developing customeroriented products and strengthening distribution channel have been core
keywords for future growth. Nong Shim will expand its sales network of Jeju
Samdasoo and make an entry into differentiated areas by developing and
launching new products such as peptide beverages, drinks for diabetes,
obesity and health, and beverages for beauty. In the mid and long-term, we
will become one of top 4 companies in the domestic beverage market by
fostering more than three top brands. We expect to sell KRW177 billion worth
of beverages in 2008, which includes KRW130 billion for Jeju Samdasoo,
KRW26 billion for Welch’s products and KRW15 billion for Capri Sun drinks.

44.0%

45.9%

45.6%

44.6%

42.1%
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Other Beverages
Samdasoo

Sales Trend of Beverage (unit : KRW in billions)

Beverage

8.5%

Sales Portion of Beverage

Our beverage sales for 2007 came to KRW135.7
billion, a 9.7% increase over the year before, thanks
to growth in natural water and juice products.
We expect to sell KRW177.0 billion worth of
beverages in 2008 through fostering natural water,
functional and well-being concept beverages.
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Others
Nong Shim’s advanced technologies have brought
traditional rice up to date. Now you can enjoy home-cooked
dishes anytime, anywhere.

Toward No. 1 Brand in Instant Rice Market
Various functional products with convenience and health benefits
are flooding the Korea’s instant rice market in line with well-being
trend. Major consumer bracket has expanded from teenagers to
those in 60s and most of the sales come from discount stores. In
addition to existing eight brands, in January 2008, Nong Shim
launched new instant rice brand ‘Kosihicari Rice’, made of rice which
is well known to have the best quality. As Nong Shim differentiated
the rice itself, the major taste determinant, the product gains good
response from customers. In 2008, we will introduce various
products including functional rice products for health and packaged
steamed rice with side dishes. On the back of our new products, we
will leap forward to become the No.1 brand in the domestic instant
rice market. The company achieved KRW10.6 billion in instant rice
sales, a decrease of 19.1% compared to the previous year, mainly
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due to fiercer competition, lack of marketing activities and stagnant
market condition. The sales target for the rice business in 2008 is
KRW15 billion, increased by 41.5% from the previous year. This
target will be reached by focusing on the promotion of new
products, strengthening the distribution channels and securing
product line-up for meeting the customers’ needs.

Introduction of Global Brands and Exports
Nong Shim is laying solid foundation for steady growth through
cooperating with promising partners in the globe. Based on
partnership with Welch’s of the US, the world's largest maker of
grape juice products, Nong Shim produces and sells Welch’s 100%
natural juice in the Korean market. The Company also imports and
sells Denmark Ham products from Tulip of Denmark, the largest
meat processing company in Europe. Besides, we deliver various

tastes of global food brands such as cereal products from Kellogg of the US,
Campbell juice, Capri Sun, Nestle coffees and Chupa Chups. Sales in 2007
was KRW129.2 billion, a 2.0% increase from the previous year, supported sales
growth of new products including Bono and Hondashi as well as existing
brands such as Chupa Chups and aquatic products. In the meantime, exports
increased 3.2% year on year to KRW57.5 billion in 2007, mainly due to the
increase of exports to Southeast, Europe and Japan. The sales and export
target for 2008 is KRW204 billion, a 9.3% leap from the previous year, and it
will be achieved by seeking additional global brands and strengthening local
promotion in Europe and Southeast Asia.
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Exports & Sales Trend of Other Products (unit : KRW in billions, %)

Others

11.7%

Portion of Exports & Other Products

Sales of other businesses reached KRW186.7
billion in 2007, which was 2.4% higher year on
year, backed by growth of exports and imported
product sales.
Sales target for 2008 is KRW204.0 billion, a 9.3%
increase from 2007 that will be sought by
developing global brands and strengthening
marketing activities in strategic regions.
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A place for future growth of Nongshim

R&BD Center
Since its establishment in 1965, Nong Shim has created unique tastes by
continuously focusing on research and development efforts through inhouse R&D Center. For a new leap forward, Nong Shim has promoted the
construction of R&BD Center since 2005 that will lead our future growth. The
construction of R&BD center with three stories below and twenty stories
above the ground was completed in the second half of 2007 and it now
stands beside headquarter office of Nong Shim. The R&BD Center is playing
a critical role in developing new businesses and strengthening global
competitiveness by establishing advanced research system that enables
technology development and business development at the same time.
Currently, more than 140 research experts consisting of doctors, scholars
and technicians, the largest scales in domestic food industry, are the driving
engine that helps Nong Shim to stands at the top position in market share.
The experts are creating synergy effects based on cooperation in
development, support and research activities.
The R&BD Center will serve as a place to facilitate a steady growth of Nong
Shim based on the philosophy of technology development, business
development and human resource development.
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The origin of future food industry

Noksan Plant
Our Noksan Plant for the production of non-frying noodles was
completed in 2007, which was promoted to create new food
culture that meets well-being trend in the 21st century. The plant is
located in Noksan National Industrial Complex in Busan. It has been
constructed from 2003 to 2007 with a total floor area of 27,594m2 on
the 61,519m2 site. Around KRW40 billion was invested in the
construction of the plant.

Nong Shim’s Gun Myun Sedae, the first brand from the Noksan
Plant, is produced by using non-frying processing and Zeodration
methods, and it represents well-being trend as it contains soypeptide that facilitates fat burning and has no MSG.
Our Noksan Plant will lead the food industry by producing next
generation noodles with its cutting-edge technology and
manufacturing system, and environment-friendly facilities.
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Change and
Innovation
To achieve its new vision, Nong Shim is focusing on
investments in facilities and implementation of innovation
programs internally.
We will maximize our production and logistics capacity by
investing a total of KRW145 billion in Poseung Logistics Center
and Shanghai Plant in China. And we are implementing 14
future tasks through PI (Process Innovation) project and
establishing the ERP system.
In addition, we will reinforce our market dominance of
strategic products such as Samdasoo, Gun Myun Sedae, Chip
Potato, instant rice products and food materials through MI
(Market Innovation) program. The Company is also focusing
on continuous development of value-added products,
reinforcement of globalization and introduction of new
business model including door-to-door sales.
Nong Shim will save more than KRW100 billion every year
through innovatively improving working process and
productivity. Efforts for establishing GWP (Great Work Place),
where employees can share their dreams with the company,
will be also projected.

> Globalization
Nong Shim is committed to providing top class food and food
services for health and happiness of the world.
People around the world enjoy the great tastes of Korea, as
Nong Shim currently exports instant noodles and snacks to over
80 countries from China, America, Japan, Europe and Russia to
Southeast Asia globally. Today the Company will take a step
further to become a true global company through proactively
implementing overseas business. To this end, Nong Shim set the
slogan of “Do Dream World Best” in 2008 and will double its
efforts in entering overseas market.

Nong Shim
in the Global Market
Nong Shim has managed to achieve rapid growth in
overseas sales, thanks to the quality and uniqueness of its
products and services.

Overseas sales trend (US$ in millions. %)
188.4
157.2
128.9

139.0

139.8
72.3
62.0
58.4

87.2
91.0
116.1
95.2

81.4
51.8
37.2
4
200

5
200

6
200

7
200

)
8(E
200

Export
Local Production

Nong Shim’s Move toward Being a Global Brand
Based on Korean traditional food culture that values life and culture,
we are focusing on delivering Korea’s unique taste. To accelerate our
businesses, we have set the “Vision 2015” as a mid and long-term
target and are making efforts to become a global food company that
pursues health and happiness with customers.
Our globalization strategy has put strengths on three directions of
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exports, localization and trading. Nong Shim has established local
corporation in China, the US and Japan to invigorate the exports and
raise its brand reputation. And the Company has conducted
vigorous marketing activities in response to local customers’ needs
by analyzing and studying local economic environments such as
demand trend and food culture.
Nong Shim has established local plants in China and the US, the
largest markets in the world, not only to meet increasing demand

from local customers but to make them our advance basis for
entrance into South East Asia, Europe and Latin America.
Additionally, we will consolidate our global network by expanding
strategic partnership with promising global players, and develop
new products fulfilling local customers’ needs. Intensive promotion
activities will be also followed in our strategic overseas markets.

Overseas Sales Performance in 2007
Overseas sales of Nong Shim reached at US$157.2 million in 2007, a
12.5% increase over the previous year. Exports rose by just 6.2% to
US$62.0 million, while local sales in China and the US increased
17.0% to US$95.2 million, leading the overseas business.
In 2007, the exports and the sales of locally produced goods
accounted for 39.4% and 60.6% of total overseas sales, respectively.
By the region, the US evolved as the largest market with a portion of
35.6%; China and other regions represented 33.1% and 31.3%,
respectively.

2007 Sales by region (US$ in millions)

As the local production and sales in the US are growing steadily, the
Company is doing efforts to make Japan, Australia, Southeast Asia
and European countries as strategic markets for more exports to
cope with the potential decrease in export volume.

2008 Outlook & Strategy
In 2008, Nong Shim will accelerate its growth in overseas sales
through building additional plants in China and diversifying
distribution channel and product line-up in the US. The company will
also effectively establish and employ strategic approaches in
Southeast Asia and European countries with rising demands by
developing global brands and strengthening marketing activities.
The target of overseas sales in 2008 is US$188.4 million, a 19.9%
increase over 2007. By the region, we aim to achieve US$66.0 million
in the US, up 18.1%, and US$65.1 million in China, up 25.0% from
2007, respectively.

2008 Sales target by region (US$ in millions)

Total 157.2

Total 188.4

China, 52.1(33.1%)

China, 65.1(34.6%)

US, 55.9 (35.5%)
Others, 49.3 (31.3%)

US, 66.0 (35.0%)
Others, 57.3 (30.4%)
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Nong Shim in the US
The US people also fall in love with the taste of
Nong Shim. Our products are not only becoming
part of the food culture of Americans, but to other
regions of the world.

Nong Shim Foods, core base of Nong Shim’s
Globalization
Nong Shim started to export instant noodles and snacks to the US in
1971, and opened its branch office in August 1984 to collect
information about advanced food technologies and management
know-how and to activate its exports to Korean residential market
around LA. Since then, increasing exports to the US allowed us to
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rebuild our local business system quantitatively and qualitatively.
Therefore, we established Nong Shim America in November 1994,
arranging a new momentum to expand the business into the US
market.
After that, our products have been very popular to Hispanic and local
customers as well as Korean Americans. To supply customers with
fresh and high quality products at the right time, Nong Shim Foods
was established in 2003, and state-of-the-art local plants with CIM

(Computer Integrated Management) system were also completed in
June 2005. Currently, we produce and sell more than 200 million
products annually through the plants and our local corporation has
grown into a strategic point of global business to make inroads into
the US and Latin America. The products are sold in all over the US
through the large-scale discount stores such as Wal-mart, Costco and
Sam's Club, which contributes to provide Korean foods and culture
to local customers rapidly and stably.
The Company also continues to enhance its brand recognition
through diversified and differentiated marketing activities to meet
the local customers’ needs, and try to develop new markets in the
region. In early 2009, “Mega Mart INC”, a local corporation of one of
our affiliates, is expected to open new large-scale discount store in
Atlanta, contributing to the expansion of our business in the US.

Performance in 2007
Sales in the US in 2007 amounted US$43.1 million, an increase of 17.2
from 2006. Exports to the US recorded US$12.8 million, a slight down,
but the local sales sharply increased 17.2% compared to the previous
year.
Sales in the US showed an annual average growth of 16.5% during
the past 5 years, which was attributable to increasing attention to
oriental culture and Korean foods in the region and the expansion of
share in the Hispanic market by our consistent marketing activities.
By the market segment, we achieved sales growth over 10% in 2007
in the region of West and East America and Canada. Moreover, we
initiated the sales in Mexico in 2007, which was a good signal for the
expansion to other regions.

2008 Outlook and Strategy
To consolidate our dominant position and accelerate the sales in the
Hispanic market, Nong Shim will form a distinctive team which are
wholly responsible for sale and expand distribution channels and
promotion activities.
We will also develop new snacks and cup noodle products satisfying
local customers’ tastes, and make efforts to secure more sales
networks including club stores.
The total sales target in the US for 2008 has been set at US$66
million, an increase of 18.1% year on year. Targets of local sales and
exports are US$51 million, up 18.3%, and US$15 million, up 17.2%.

Sales Trend in US (US$ in millions)
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Nong Shim in China
Nong shim has charmed Chinese households with
the high quality and distinctive taste of Korea. We
are envisioning a better future in this market.

The Best Premium Brand in China
Since the establishment of local plants with sophisticated facilities in
Shanghai in 1996, Nong Shim has attracted the tastes of people in
China, the biggest instant noodle market in the world. In 1998 and
2001, the Company completed local plants in Qingdao and
Shenyang to secure an advantageous position in the rapidly growing
Chinese market. Today Nong Shim has been a significant company
in the region that contributes to the development of the nation’s
living standard.
In the Chinese market where low price products have been
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dominant, Nong Shim has differentiated its high quality products
and has been recognized as the No 1 brand in high-end instant
noodle market. Shin Ramyun and Kimchi Ramyun ranked in the top
5 in terms of instant noodle sales in the Carrefour which is the major
player among large discount stores in Shanghai. Recently, as seen in
the local companies which give Shin Ramyun to their employees as a
gift, Nong Shim brands are second to none.
To continue to grown in Chinese market, Nong Shim intends to
extend the annual production capacity of its Shanghai plant to 600
million packs, an increase of 50% from the previous performance.

Moreover, it plans to enter into overseas Chinese emigrants’ market in
Southeast Asia through standardization of Shin Ramyun brand.
In particular, preparing for the Beijing Olympic Games in 2008 that
will attract global attention, Nong Shim will implement citywide
marketing activities including advertisements on the buses and
promotion campaign in large-scale distribution channels.
Development of strategic products will be also followed.

Performance in 2007
In the aspect of profitability, the Chinese instant noodle market
experienced a downturn in 2007 due mainly to fierce competition,
soaring raw materials prices and increasing distribution costs.
Despite these unfavorable market conditions, Nong Shim could
maintain its growth momentum through expansion of brand
recognition and development of new markets.
As a result, the sales by our Chinese local corporations increased
10.4% compared to the prior year to US$52.1 million in 2007. Our
Shenyang Corporation achieved sales of US$18.2 million, up 10.3%,
and Qingdao Corporation and Shanghai Corporation recorded
US$14.6 million, up 20.7%, and US$19.3 million, up 3.8%, in sales,
respectively. The corporations contributed 34.9%, 28.0% and 37.1%
of the total sales in China in 2007, respectively.

Beijing Olympic games.
Nong Shim will proactively meet the changes by strengthening the
sales promotion of its mainstream product, Shin Ramyun, introducing
premium products and activating food materials business.
Moreover, the extension of production capacity in Shanghai plants is
expected to serve as a catalyst to expand business in the Chinese
market.
The Company aims to achieve sales of US$65.1 million in China in
2008, up 25.0% from 2007. The targets of each local corporation in
Shanghai, Qingdao and Shenyang are US$25.0 million (up 29.5%),
US$17.8 million (up 21.9%) and US$22.3 million (up 22.5%),
respectively.

Sales Trend in China (US$ in millions)
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Management’s Discussion & Analysis

Overview
■ Sales Breakdown (KRW in billions, %)

Nong Shim, as Korea’s leading company in the food industry,
manufactures and supplies instant noodles, snacks and beverages, and
distributes imported brands. The Company has evolved as a promising
global company through exporting main products to more than 80
countries around the world.

1,604

The domestic instant noodle and snack markets have recently
experienced qualitative growth mainly due to the decrease of heavy
users, increase of substitute foods, growing market dominance of
distributors and strong customer needs for food safety. According to
this, major food makers continue to launch high value-added and
premium brands pursuing well-being, nature and LOHAS, and their
market shares are increasing.

1,063 (65.7)

In the beverage market, sales of carbonated drinks and fruit juice
products are sluggish, while sales of natural water, tea and sports drinks
are constantly increasing. To overcome the stagnant growth in the
instant noodle and snack markets, major food makers are taking their
eyes toward global markets. Also, sharply increasing raw material prices
are requiring all makers for cost innovation and markups.
Under these rapidly changing market environments, Nong Shim
achieved KRW1.60 trillion in sales, up 1.0% year on year, and
KRW113.8 billion in operating income. Our mainstream instant noodle
sales slightly decreased, while snack and beverage sales increased 5.1%
and 9.7% compared to the previous year, respectively. Other businesses
also achieved 2.4% growth. Overseas sales increased 7.7% backed by
vigorous exports and local sales in the US and China.

215 (13.4)
110 (6.9)
216 (13.5)

5
200

Operating Performance
The respective shares of total sales by unit were 66.3% for the instant
noodle division, 13.5% for the snack division, 8.5% for the beverage
division and 11% for others & exports division in 2007.
■ Sales
Total sales in 2007 surpassed KRW1.6 trillion, a figure that breaks down
as follows:

1,600

182 (11.5)
124 (7.8)
206 (13.0)

187 (11.7)
135 (8.4)
217 (13.6)

1,072 (66.3)

1,061 (66.3)
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Others

* Sales figures in this section did not include the allowances of sales return estimate and bounties for sales.

■ Changes in market share

72.6% 72.1%
36.9% 37.0%

Instant Noodle

Nong Shim set a goal of achieving sales of KRW1.75 trillion, an increase
of 9.4% from the previous year, and ordinary income of KRW175 billion
in 2008. To this end, the Company will continue to foster core new
products such as non-frying and frozen noodles and existing five
mainstream brands. In addition, we will develop and launch high valueadded premium brands, and inform the feature of our no-MSG and low
sodium instant noodles. As for beverage sector, we will focus on
increasing sales of Samdasoo and fostering new brands. Efforts for cost
reduction and efficient cost control will be followed.

1,584

2006 2007

Snack

2006 2007

44.6% 45.6%

Samdasoo

2006 2007

of 0.1% from KRW1.07 trillion in 2006. Sales of pack noodles decreased
0.9%, whereas bowl noodle sales decreased 2.0%. Market share of
instant noodles somewhat decreased 1.1%p to 72.1%. While Shin
Ramyun, the Company’s representative brand, enjoyed the highest
market share of 21.7% with sales of KRW319.6 billion, and we boast
nine of ten best-selling instant noodle brands in Korea. The snack
business achieved KRW216.6 billion in sales in 2007, up 5.1% from the
previous year, which was mainly attributable to the market growth by
4.8%, sales increase through large discount stores and markups.
Particularly, new snack sales soared by more than 30%. We captured a
market share of 37.0% in the snack market in 2007, up 0.1% from the
previous year.

The instant noodle sales recorded KRW1.06 trillion in 2007, a decrease
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Our beverage sales amounted to KRW135.7 billion in 2007, up 9.7%
from the KRW123.7 billion recorded during the previous year. Bolstered
by vigorous sales of Samdasoo and market expansion, our beverages
recorded the highest sales growth rate among the Company’s four
business areas. Samdasoo, the top brand, posted KRW97.9 billion in
sales in 2007, up 18.2% from KRW82.8 billion in 2006, and its market
share increased 1.0%p year on year to 45.6%. Growth rate of Samdasoo
sales has gone far ahead of the natural water market. Sales of Capri Sun
and Welch’s Juice amounted to KRW13.0 billion and KRW7.0 billion,
respectively. The Company intends to accelerate the growth in beverage
sales through expanding production capability of Samdasoo, developing
new functional beverages and reinforcing sales network.
Sales of rice products in 2007 decreased 19.1% from the previous year
to KRW10.6 billion, mainly due to fierce competition led by entrance of
new competitors and a shortage of marketing activities. However, we
expect to gain momentum for turn around in sales in the coming year, as
the ‘Kosihicari Rice’ launched in January 2008 is hitting a splendid
achievement. Sales of imported products increased 2.0% to KRW129.2
billion in 2007 backed by vigorous sales of new brands, and export sales
also recorded KRW57.5 billion, up 3.2% from the previous year, thanks
to the increase of exports to Southeast Asia, Europe and Japan.
■ Profitability
Gross income in 2007 slightly decreased 0.9% from the prior year to
KRW457.5 billion, mainly due to the increase of cost of sales by
boosting raw material prices, despite efforts for efficient cost control.
Gross income margin was 30.3%, down 0.9%p over 2006.
Selling and administrative expenses rose by 7.3% from the previous year
to KRW343.6 billion, primarily due to the increase of advertising and
logistics expenses. Advertising expense increased 16.7% to KRW58.0
billion in 2007 from KRW49.7 billion in 2006. Expenses for logistics and
outsourcing also increased 6.4% and 17.8% to KRW62.1 billion and
KRW34.2 billion, respectively.
As a result, our operating income in 2007 reached KRW113.8 billion, a
23.7% decrease over the previous year. Operating income margin was
7.5%.
The balance between non-operating income and non-operating
expenses improved significantly by achieving a net gain of KRW28.5
billion, more than doubled the result of the previous year, which was
attributable to sharp decrease of non-operating expenses. Because there
were contribution of shares of Mega Mart to the Nong Shim Labor
Welfare Fund and a loss of equity method from the Nong Shim Foods last
year. As a result, net income before tax was KRW142.3 billion in 2007, a
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decrease of 10.1% or KRW16.0 billion over the previous year. Net
income was KRW103.4 billion, a decreased of 8.4% or KRW9.5 billion
from 2006, after income taxes of KRW38.9 billion were paid. Net income
margin was 6.8% and earnings per share was KRW17,870 in 2007.
(KRW in billions, %)

2007

2006

2005

1,600.2

1,583.8

1,600.3

Operating income

113.8

149.1

150.3

Operating income margin

7.1%

9.4%

9.4%

Net income

103.4

112.9

118.7

Net income margin

6.5%

7.1%

7.4%

Sales

* Sales figures in this section did not include the allowances of sales return estimate and bounties for sales.

Financial Status
Our total assets amounted to KRW1.559 trillion as of the end of 2007,
an increase of 1.5% from KRW1.536 trillion in 2006, due mainly to the
increase of building account of KRW108.5 billion from the completion of
R&BD Center in the same period.
Meanwhile, total liabilities decreased 8.1% or KRW47.1 billion from the
previous year to KRW533.8 billion in 2007. It was mainly due to the
repayment of Yen-based debentures of KRW20.3 billion and the
conversion of KRW10.6 billion worth of convertible bonds to 41,284
common shares. As a result, total outstanding shares increased to
6,082,642 shares and the capital stock became KRW30.4 billion.
Capital surplus of KRW10.4 billion occurred and total shareholders’
equity increased 7.4% or KRW70.2 billion from the previous year to
KRW1.025 trillion in 2007. Total shareholders’ equity accounts for
65.8% of total assets, up 3.6% over 2006.

(KRW in billions)

Current assets

2007

2006

2005

555.7

617.4

606.0

Non-current assets

1,003.2

918.4

884.4

Total assets

1,558.9

1,535.8

1,490.4

464.8

480.5

422.3

69.1

100.4

202.7

533.9

580.9

625.0

1,025.0

954.9

865.4

Current liabilities
Long-term liabilities
Total liabilities
Total shareholders’ equity
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Securities under Equity Method

Financial Ratio

The Company has applied the equity method to investments in domestic
and overseas corporations as part of a strategy for globalizing
operations and procuring ingredients and raw materials. Six subsidiaries
has been applied the equity method, of which Nong Shim Japan Inc. was
excluded due to the accumulated losses. In 2007, the Company’s equity
method recorded net loss of KRW4.6 billion. The status of investment
securities under equity method as of the end of 2007 is as follows:

Return on equity and return on assets have respectively shown 10.4%
and 6.7%, which were 2..0%p and 0.8%p lower from the previous
year. Debt to equity also decreased 8.3%p from 2006 to 52.1% in
2007, and operating income to interest expenses increased to 37.2
times. Meanwhile, the decrease of profitability resulted mainly from
soaring raw material prices and expanded advertising and logistics
expenses. The Company will focus on improving the profitability through
strict risk management and efforts for cost innovation in the coming year.

(KRW in millions)

Corporate
Nong Shim (BVI) Holdings Ltd.
Nong Shim Taekyung Holdings Ltd.
Nong Shim (H.K.) Holdings Ltd.
Nong Shim Holdings USA, Inc.
Nong Shim Japan Inc.

No. of Shares

Ownership (%)

26,100,000

100.00

29,870

5,000,000

71.43

5,333

23,050,000

100.00

25,408

596,000

100.00

70,344

1,000

19.10

Acquisition Cost

501
131,456

Total

ROE

ROA (%)

14.5

Debt-to-equity (Unit:%)

72.2
60.8

12.4
10.4

8.4

52.1

7.5
6.7
2005

2006

2007

2005

2006

2007
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Balance Sheets
(KRW in millions)

As of December 31, 2007 and 2006

2007

2006

ASSETS
CURRENT ASSETS:
Cash and cash equivalents

45,568

90,979

Short-term financial instruments

305,000

325,000

Short-term investment securities

1,245

1,742

107,485

103,283

Accounts receivable - trade, net of allowance for doubtful
accounts of ￦37 million in 2006
Accounts receivable - other
Accrued income
Advance payments
Prepaid expenses
Short-term loans to shareholders, executives and employees
Inventories
Total current assets

1,608

1,528

11,816

11,064

298

339

3,484

5,126

2,675

2,133

76,529

76,228

555,708

617,422

13

13

NON-CURRENT ASSETS:
Long-term financial instruments
Long-term investment securities
Equity method investments
Other investments

2,164

1,972

58,046

61,068

8,759

8,401

926,709

839,805

1,055

1,079

Property, plant and equipment, net of accumulated depreciation of
￦451,298 in 2007 and ￦396,113 million in 2006
Intangible assets
Other
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6,494

6,065

Total non-current assets

1,003,239

918,402

Total assets

1,558,947

1,535,824

Balance Sheets
(KRW in millions)

As of December 31, 2007 and 2006

2007

2006

LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES:
Accounts payable - trade
Short-term borrowings

239,260

231,640

880

4,914

Short-term borrowings in foreign currency

28,085

20,829

Non-trade payables

55,542

63,745

556

433

Advance receipts
Withholdings

3,488

3,151

Accrued expenses

66,884

64,857

Income taxes payable

19,868

26,534

22

18

Value added tax withheld

11,267

10,677

Current portion of long-term debts

11,728

11,868

Deposits received

17,969

13,620

2,014

2,724

Dividends payable

Current deferred income tax liabilities
Current maturities bonds
Sales return estimate
Total current liabilities

-

20,320

7,219

5,226

464,780

480,555

-

10,070

NON-CURRENT LIABILITIES:
Debentures
Long-term borrowings in foreign currency

-

11,620

64,383

70,954

4,687

7,733

Total long-term liabilities

69,070

100,377

Total liabilities

533,850

580,932

Accrued severance indemnities - net of transfers to the National
Pension Fund of ￦3,727 million in 2007 and ￦4,117 million
in 2006 and deposits for group severance indemnities of
￦122,670 million in 2007 and ￦116,073 million in 2006
Deferred income tax liabilities

SHAREHOLDERS' EQUITY:
Capital stock

30,413

30,207

Capital surplus

374,549

364,575

Capital adjustments

(80,774)

(59,113)

Accumulated other comprehensive income

(10,443)

(12,034)

Retained earnings

711,352

631,257

Total shareholders' equity

1,025,097

954,892

Total liabilities and shareholders' equity

1,558,947

1,535,824
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Income Statements
(KRW in millions)

For the end of December 31, 2007 and 2006

2007

2006

Sales

1,510,135

1,502,693

Cost of sales

1,052,678

1,033,407

Gross profit

457,457

469,287

Selling, general and administrative expenses

343,632

320,150

Operating profit

113,825

149,136

41,877

51,430

23,950

25,555

382

190

Rental income

4,445

4,090

Fee income

1,854

1,629

Gain on foreign currency transaction

632

2,177

Gain on foreign currency translation

49

4,719

279

1,547

3

-

190

602

37

101

10,057

10,821

13,418

42,330

Interest expenses

3,064

6,956

Loss on disposal of inventories

2,483

5,283

Loss on foreign currency transaction

379

347

Loss on foreign currency translation

520

15

Non-operating income
Interest income
Dividend income

Gain on valuation of equity-method investments
Gain on investment assets
Gain on disposal of property, plant and equipment
Recovery of bad debt allowance
Others
Non-operating expenses

Donations

976

15,870

4,894

9,981

Additional payment of income tax

-

2,085

Loss on investment assets

-

2

Loss on valuation of equity-method investments

Loss on disposal of property, plant and equipment

541

560

Others

560

1,231

142,284

158,236

38,899

45,376

103,385

112,860

17,870

18,727

Net income before income tax
Income tax
Net income
Earnings per share
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Statements of Appropriattion of Retained Earnings
(KRW in millions)

For the end of December 31, 2007 and 2006

2007

2006

Retained earnings before appropriations
Unappropriated retained earnings carried over from prior year
Net income

10,078

11,008

103,385

112,860

113,463

123,869

10,333

9,500

Transfer from voluntary reserve
Reserve for technology development
Appropriations of retained earnings
Reserve for technology development
Legal reserve
Cash dividends
Unappropriated retained earnings carried forward to subsequent year

-

6,000

90,000

94,000

23,131

23,291

113,131

123,291

10,666

10,078
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Cash Flows
(KRW in millions)

For the end of December 31, 2007 and 2006

2007

2006

Cash flows from operating activities
103,385

Net income

112,860

Expenses without cash outflows:
520

9

Loss on disposal of inventories

2,483

5,283

Loss on valuation of applied equity method

4,894

9,981

Loss on foreign currency translation

59,618

54,523

Loss on disposal of property, plant, and equipment

541

560

Amortization of intangible assets

362

373

21,814

28,367

10

1,929

Depreciation

Severance and retirement benefits
Discount on bonds payable
Loss on disposal of long-term investments

-

2

Donations

-

14,863

90,242

115,892

(48)

(4,718)

Revenues without cash inflows:
Gain on foreign currency translation

(3)

-

Gain on disposal of tangible assets

(190)

(602)

Gain on applied equity method

(279)

(1,547)

Gain on investment assets

Recovery of allowance for bad debts

(37)

(101)

(556)

(6,968)

(4,160)

(2,300)

Changes in operating assets and liabilities:
Increase (decrease) in accounts receivable - trade
Increase in accounts receivable - other

(27)

(303)

Increase (decrease) in accrued income

(833)

(2,570)

42

270

Decrease(increase) in advance payment
Decrease(increase) in prepaid expenses
Decrease (increase) in inventories
Increase(decrease) in accounts payable - trade
Increase in advance receipts
Increase (decrease) in withholdings
Increase (decrease) in accrued expenses

(1,015)
1,359

7,619

(103)

123

2

337

(286)

2,027

(2,009)

(6,666)

380

590

(4,766)

Increase (decrease) in deposits

4,349

(631)

Increase (decrease) in current deferred income tax liabilities

(710)

621

(28,806)

(25,803)

390

453

(2,935)

(4,494)

Increase (decrease) in income taxes payable
Increase (decrease) in value added tax withheld

Accrued severance benefits, net
Decrease in transfers to National Pension Fund
Increase (decrease) in deferred income tax liabilities
Increase in sales return estimate liabilities
Net cash provided by operating activities
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1,642
(2,783)

1,993

1,979

(27,808)

(39,216)

165,263

182,569

Cash Flows
(KRW in millions)

For the end of December 31, 2007 and 2006

2007

2006

Cash flows from investing activities
Cash inflows from investing activities:
Disposal of short-term investments
Decrease in short-term financial instruments
Decrease in short-term loans receivable provided
Decrease in long-term financial instruments
Disposal of long-term investments
Disposal of property, plant, and equipment
Decrease in guarantee deposits
Disposal of other investments

619

29

341,630

348,000

941

1,030

0

3

58

0

1,003

919

781

543

0

90

345,031

350,615

Cash outflows from investing activities:
Increase in short-term investments
Increase in short-term financial instruments

(122)

(30)

(321,630)

(333,000)

(1,483)

(1,311)

Acquisition of long-term financial instruments

(250)

0

Acquisition of other investments

(358)

0

(7,816)

(9,680)

(140,084)

(112,622)

(338)

(349)

Increase in short-term loans receivable provided

Acquisition of property, plant, and equipment
Acquisition of construction in progress
Acquisition of patents-industrial
Increase in guarantee deposits
Net cash used in investing activities

(1,210)

(8)

(473,290)

(457,000)

(128,259)

(106,385)

207,380

4,914

Cash flows from financing activities
Cash inflows from financing activities:
Proceeds from short-term borrowings
Proceeds from short-term borrowings in foreign currency
Proceeds from notes payables

28,109

0

273,025

218,115

508,514

223,029

Cash outflows from financing activities:
(211,414)

0

Repayment of short-term borrowings in foreign currency

(21,144)

(9,850)

Repayment of current portion of long-term borrowings

(11,868)

(496)

Repayment of debentures

(20,328)

0

Acquisition of treasury stock

(21,661)

(59,113)

Decrease in notes payables

(281,229)

(180,411)

(23,286)

(23,110)

Repayment of short-term borrowings

Payment of dividends

(590,929)

(272,980)

Net cash provided (used in) by financing activities

(82,416)

(49,951)

Net increase (decrease) in cash and cash equivalents

(45,412)

26,233

Cash and cash equivalents at beginning of the year

90,979

64,746

Cash and cash equivalents at end of the year

45,567

90,979
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Affiliates
Nong Shim Holdings

▶ http://www.nongshimholdings.co.kr

Pure holding company in Nong shim group
Nong Shim holdings contributes to maximize shareholder value by improving corporate governance and raising managerial
efficiency. It holds 6 subsidiaries that include Nong Shim, Youlchon Chem, Taekyung Nongsan, Nong Shim Communications, Nong
Shim ENG, Nong Shim Development.

Mega Mart

▶ http://www.mega-mart.co.kr

Discount store for a new shopping experience
Based on its 25-tear expertise in merchandising and the most advanced system and product management skills in the industry, Mega Mart,
Korea’s best merchandising company, offers the lowest prices around. By providing “better products faster” and offering “more happiness” to its
customers, Mega Mart is creating a whole new shopping experience.

Youlchon Chemical

▶ http://www.youlchon.com

Leading high-tech packaging material manufacturer in Korea
Youlchon Chemical, with large-scale high-tech manufacturing facilities in Ansan, Gyeongi-do and Yangsan, Gyeongsangnam-do, is
Korea’s leading packaging material manufacturing company. By producing high quality packaging materials, the company helps to bring
the tastes of Nong Shim to the customers safely and more cleanly.

Taekyung Nongsan

▶ http://http://www.itaekyung.com

Food manufacturer that specializes in creating new tastes
Established in 1979, Taekyung Nongsan is Korea’s food ingredient company, developing new tastes with the finest ingredients. The company
has GMP-standard manufacturing facilities to produce the best quality products with the selected ingredients. It is responsible for Nong Shim’s
taste, as it manufactures soup powders for Nong Shim’s ramyun.

NDS

▶ http://nds.nongshim.co.kr

Leading strategic system & IT-solution Company
This company supports management innovation in each sector of the Nong Shim Group, where we strive to become the world’s leading
business entity through information technologies. Based on its expertise accumulated over the scores of years in areas such as manufacturing,
merchandising, and logistics, NDS offers information system development and IT-solution consulting services to various industries.

Nong Shim Communications

▶ http://www.adleague.co.kr

Energetic advertisement agency
Nong Shim Communications is a comprehensive marketing communications company whose strategy is based on accurate market
research, consumer studies, and marketing analysis. A group of brand-marketing experts work on all communications areas, including
advertisement, publicity, public relations, promotion and events, playing a major role in the development of the advertising industry in the
21st century.

Nong Shim Engineering

▶ http://www.nong shimeng.com

Comprehensive engineering company
From planning to engineering advice, architecture, engineering, automation, environmental facilities and services, Nong Shim Engineering is a
specialized engineering company that offers comprehensive solutions. The company competes with global companies with its own technologies
and know-how by combining the widespread technologies within the Nong Shim Group and specializing them to meet different needs.

Hotel Nong shim

▶ http://www.hotelnongshim.com

World-class resort hotel with spa
Hotel Nong Shim, with 40 years of tradition, provides unique services and clean, comfortable rooms. Together with Heosimcheong,
Asia’s largest spa resort, it is a world-class spa resort hotel offering relaxation, health, beauty and fun all at the same time.

Nong Shim Development

▶ http://www.ildonglakes.co.kr

World-class Ildong Lake Golf Club
Located in Pocheon-gun, Gyeonggi-do, Ildong Lake Golf Club is a private membership 18 hole (par 72) course that is accredited by
the US LPGA. It is a premier world-class golf course that has been highly praised for its ability to host a variety of tournaments and
business events.
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Holding Co. & Investment Structure
The demerging of Nong Shim was possible due to the positive outlook by
investors on the Company’s shareholder-focused management strategy and
the fact that it has aided in clearing away negative factors in Nong Shim’s
corporate governance structure. Foreign investors, especially, have indicated
Nong Shim, as a market leader in the Food & Beverage industry, to be an
attractive investment opportunity considering its high growth and profitability
potentials. As of end of 2007, Nong Shim Holdings had two listed companies
(Nong Shim and Youlchon Chemical) and 4 non-listed companies (Taekyung
Nongsan, etc.) as its affiliates.

Nong Shim Holdings (Pure Holding Co.)

Nong Shim (32.72%)
Shanghai Nong Shim
Qingdao Nong Shim
Shenyang Nong Shim

Youlchon Chemical (40.32%)
Tae kyung Nongsan (100.00%)
Nong Shim Communications (50.00%)

Nong Shim Holdings(USA)

Nong Shim Engineering (100.00%)
Nong Shim (B.V.I.) Holdings

Nong Shim Development (96.92%)
Nong Shim Tae Kyung Holdings
Nong Shim (H.K.) Holdings
Listed Company

Nong Shim Japan

Unlisted Company
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Overseas Plants

Nong Shim Holdings USA, Inc.
Nong Shim established the U.S. factory in Los Angeles in June 2006 in order to expand its
business into the American instant noodle market. The factory is fully automated, consisting
of cutting-edge facilities that facilitate advanced packaging and standardization of high
quality. The U.S. factory has an annual production capacity of approximately 200 million
ramyuns, including 2 lines of bowl noodles, 1 line of pack noodles, and soup production
facilities. Nong Shim will use the U.S. factory as a supply hub in the Americas and intends
aggressively pursue sales in Mexico and Canada as well as the U.S. market.
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Shanghai Nong Shim Foods Co., Ltd.
Nong Shim first entered the Chinese market in 1996
through the establishment of an ultra-modern overseas
factory in Shanghai. The Shanghai plant now runs its own
high-tech manufacturing facilities with an annual
production capacity of 300 million packs and of 10
different product lines, including Shin Ramyun and
Shanghai Tangmyun. Shanghai Nong Shim is central to
Nong Shim’s campaign to open up new overseas markets.

Qingdao Nong Shim Foods Co., Ltd.
Established in 1998, Qingdao Nong Shim Foods Co.,
Ltd. supplies fresh ingredients for ramyun, snacks and
semi-finished products to factories in Shanghai,
Shenyang and Korea. The company now owns
production facilities for drying, extracts, pellets and soup
products. This factory will make further capital
expenditures to produce other ingredients in the future.

Shenyang Nong Shim Foods Co., Ltd.
Shenyang Nong Shim was established in November 2000
to buttress Nong Shim’s position in the Chinese market.
With an annual production capacity of 250 million
ramyun and 250 million snack products, the company
produces and sells a variety of items in China, such as
Shin Ramyun, Jolbyung Snack, Shrimp Cracker, Onion
Rings and Bananakick. Shenyang Nong Shim, along with
Shanghai Nong Shim and Qingdao Nong Shim, are
steadily building up their presence and reputation for high
quality products in this region, while adapting to the
localized tastes of the fast-growing Chinese market.
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Globalization of Nong Shim

Domestic Plants
ANYANG PLANT
- Initiated the production in 1976
-11 production lines for instant noodle & production facilities for snack
- Address: 203-1, Dangjeong-dong, Gunpo City, Gyeonggi-do, Korea
- Tel: 82-31-450-5000

ASAN PLANT
- Initiated the production in 1991
- Production facilities for snack
- Address: 177-1, Dongsan-ri,
Tangjeong-myeon, Asan City,
Chungcheongnam-do, Korea
- Tel: 82-41-530-9500

ANSUNG PLANT
- Initiated the production in 1982
- 7 production lines for instant noodle
& production facilities for soup
- Address: 153, Sinsohyeong-dong,
Ansung City, Gyeonggi-do, Korea
- Tel: 82-31-670-5500

GUMI PLANT
- Initiated the production in 2001
- 12 production lines for instant noodle & production facilities for snack
- Address:195, Gongdan-dong, Gumi City, Gyeongsangbuk-do, Korea
- Tel: 82-54-462-1801

BUSAN PLANT
- Initiated the production in 1976
- 12 production lines for instant noodle & production facilities for snack
- Address: 695-1, Mora-dong, Sasang-gu, Busan, Korea
- Tel: 82-51-330-1500

NOKSAN PLANT
- Initiated the production in 2007
- 7 production lines for only non-frying instant noodle
- Address: 1542-2 Songjeong-dong, Gangseo-gu, Busan, Korea
- Tel: 82-51-970-2500
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Qingdao Nong Shim
- Initiated the production in 1998
- Production facilities for drying,
extracts, pellets and soup products
- Address: GONGYEYUANDI,
YINGHAIZHEN, JIAOZHOU, QINGDAO,
SANDONG, CHINA

- Tel: 86-532-8527-0155

Shenyang Nong Shim
- Initiated the production in 2000
- 3 production lines for instant noodle
& production facilities for snack
- Address: 3JIA 1HAO,
SHENYANGJINGJIJISHUKAIFAQU
4HAOJIE, SHENYANG, LIAONING,
CHINA

- Tel: 86-24-2536-7480

Nong Shim America
(Subsidiary for local sales)
- Address: 12155, 6Th STREET,
RANCHO CUCAMONGA,
CA91730,USA

- Tel: 1-909-481-3690

Nong Shim Foods
- Initiated the production in 2005
- 3 production lines for instant
noodle & production facilities for
soup
- Address: 12155, 6Th STREET,
RANCHO CUCAMONGA,
CA91730,USA

- Tel: 1-909-484-1888

Shanghai Nong Shim
- Initiated the production in 1998
- 4 production lines for instant noodle
- Address: #1388, WUZHONG ROAD,
MINHANG DISTRICT, SHANGHAI,
CHINA

- Tel: 86-21-3431-7680

Nong Shim Japan
- Established in 2002
- Address: TORANOMON JITSUGYO
KAIKAN BLDG 8F. 1-1-21,
TORANOMON MINATO-KU, TOKYO,
JAPAN

- Tel: 81-3-3595-0882
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370, Sindaebang-dong, Dongjak-gu, Seoul, Korea 156-709
Tel : 82-2-820-7114 Fax : 82-2-820-7089
www.nongshim.com
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