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Corporate Profile

Taking on the Challenge of
Going Global
Nongshim is a global food processor that seeks to satisfy customers with
healthier food choices, and the flavors of Nongshim products are being
discovered the world over. Thanks to our spirit of relentless challenge,
passion and innovation, we are now exporting our flavors, which are
Korea’s flavors, to more than 80 countries.
Shin Ramyun is now part of the “Korean Wave”: You can find it along
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Financial Review

China’s Great Wall, in Japanese convenience stores, at Walmart in the

Affiliates

United States and even at Jungfrau in the Swiss Alps. Our creative

Holding Co. & Investment Structure

technologies have also given rise to healthier, Korean-style rice noodles,

Overseas Plants

ushering in a new paradigm in the instant noodle market. This product line

Global Network

is now being sold in over 30 countries, including the US, China and Japan.
We firmly believe that quintessential Korean things can be global hit
products. Going forward, we will remain ahead of the curve in the
development of innovative products and dedicate ourselves to making “Shin”
(辛 “Spicy”) a major global brand and making Nongshim a top-tier food
processing company in the global market.

Message from the CEO

We will redouble our efforts to grow as a global food company through
changes and advancement made possible by specific goals and plans.

To Our Valued Shareholders and Investors:

We are regretful that we could not achieve a more satisfactory

First, we will reinforce the stature of our existing brands.

We are setting precise goals and careful plans to ensure

Nongshim has been on a mission to improve people’s lives by

result. However, we will aggressively seek vindication, appeal-

We will elevate our market share in the instant noodle and po-

that the above-mentioned tasks are each carried out suc-

providing superior products and services. Now, we are beloved

ing the ruling in order to recover the losses from the fine.

tato chip markets by boosting sales of Shin Ramyun Black (re-

cessfully. In the process we will devoted ourselves to mak-

by Koreans as a leading food company in the country. Our icon-

We are likely to experience a period of transformation in 2013,

launched domestically last year) and Sumi Chip.

ing Nongshim a major player in the global processed food

ic Shin Ramyun and Shrimp Cracker have transcended genera-

as new leaders take office in neighboring China and Japan and

tional and national boundaries to gain global popularity. At this

international relations are reshaped. In addition, the North

Second, we will work to ensure a highly successful launch of

the basis and evolve so that our willingness to take on all

point, we are stepping up our efforts to ensure full customer

Korean nuclear issue has resurfaced, escalating tension in the

Baeksansoo in the domestic bottled water market.

challenges pays off with greater returns.

satisfaction with a sense of pride and responsibility.

region. Therefore, the Korean economy is projected to slow this

We started out in the bottled water business in 1998 by

In closing, let me sincerely thank you again for your inter-

Currently, uncertainties surrounding the Korean economy are

year and concerns over the economic outlook continue to grow.

distributing Samdasoo (from Jeju Island) under a licens-

est and support. May you and your families enjoy the best

extraordinarily high. Since the fiscal crisis erupted in Europe, the

That is why Nongshim chose “Challenge,” as a management

ing agreement, and we quickly grabbed the top share of the

of health and good fortune in the days ahead.

US, Japanese and Eurozone economies have faced economic

guideline for 2013, as we strive to overcome the economic dif-

domestic market. Now we aim to leverage our experience to

stagnation as overall demand remains weak. For this reason,

ficulties in this period of low growth.

develop our own Baeksansoo into a world-class brand.

the low growth in the world economy is expected to persist for

Behind this guideline is our determination to set and achieve

a long time. Domestically, meanwhile, businesses are strug-

forward-looking and creative goals to become a major global

Third, we are taking steps to advance our coffee product line.

gling for numerous reasons. First, government spending is now

player with world-class competitiveness, overcoming the crisis

We recently broke into the coffee mix business with our

soaring with public clamor over more welfare programs amid

of sluggish growth and tarnished image we now face.

launch of Ganglio Coffee, and we are now strengthening our

heightened polarization in society. Moreover, domestic con-

Thus, we at Nongshim are resolved to move forward by over-

marketing competencies and building a premium brand im-

sumption is lackluster and business regulations are being tight-

coming these challenges on our own, without fear of failure, by

age to create new demand and develop new market seg-

ened as part of the newly-elected administration’s “economic

applying our entrepreneurial spirit to accomplish the ambitious

ments.

democratization” drive.

targets we have set for ourselves.

Against this backdrop, Nongshim posted KRW 1.96 trillion in

To fulfill our “Challenge” directive, we will focus on the following

Last, we will continue to upgrade and optimize our produc-

sales 2012, which is similar to the figure for the previous year.

tasks in 2013:

tion facilities.

businesses. At the same time, we will faithfully adhere to

Net profit was KRW 200 million after we paid a fine imposed by

We will optimize a production system with sustainable

the Fair Trade Commission over price manipulation in the in-

growth potential by operating, deploying and utilizing

stant noodle market.

production resources as cost-effectively as possible. Our

CEO

Joon Park

human resources will also be used capably, which entails
the cultivation of specialists who can develop a flexible
production system that is most efficient.
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Financial Highlights
In 2012, Nongshim achieved KRW1.96 trillion, a decrease of 0.6% year on year, in sales due to sluggish domestic economy, while
operating income stood at KRW101.8 billion, an increase of 3.6%, thanks to proactive and efficient cost-saving activities.

(KRW in billions)

Operating
performance

Financial status
and ratios

2012

2011

2010

1,958.9

1,970.7

1,895.2

1,278.8

1,290.3

1,257.2

Snacks

276.5

273.3

244.1

Beverages

258.4

251.1

230.1

Others

282.0

278.7

277.2

Gross income

524.1

506.9

540.9

Operating income

101.8

98.2

139.6

Net income

0.2

86.2

136.7

Total assets

2,075.4

2,170.4

2,113.6

634.4

692.1

675.3

1,441.0

1,478.3

1,438.3

Debt-to-equity (%)

44.0

46.8

47.0

Dividend yield (%)

1.5

1.7

2.0

Sales*
Instant noodles

Total liabilities
Total shareholders’ equity

Sales Breakdown in 2012
Instant noodles

61.0%
13.2%
Snacks

Beverages

12.3%

13.5%

Others

※ Sales figure is not including sales allowances and operating income figure is adjusted profit.
(operating income = gross income - selling and administrative expenses)

Sales

Operating income

(KRW in billions)

1,970.7

(KRW in billions)

1,958.9

Sales of overseas subsidiaries
(US$ in millions)

139.6

267.9

101.8

1,895.2

239.4

98.2
182.3

Down

0.6%

2010

2011

2012

Up

3.6%

2010

2011

2012

282.1

5-year CAGR

11.5 %

2008

201.7

2009

2010

2011

2012

※ The figures are based on non-consolidated financial results.
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Challenge

We have been overcoming challenges, finding creative solutions, and pioneering our
industry since our establishment more than four decades ago. Our willingness to take
on any challenge has enabled us to become Korea’s top instant noodle maker, and our
creativity has given rise to numerous brands that have remained steady sellers over the
years. Our pioneering spirit, meanwhile, has been the driver for us to take the Korean
food industry and food-processing technologies to the next level. With this challenging
spirit, we will also overcome the adversities we now face from the rapidly-changing
business environment and sluggish growth in the domestic food industry, further
strengthening our global competitiveness and laying the groundwork for a new growth
surge.

Challenge
:The Key of

Future Success

The fearless determination to succeed is an integral part of our corporate culture
and is advancing us as a world-class processed food manufacturer. We will leverage
our technological expertise and brand power to introduce new products that exceed
customers’ expectations, while we continue to develop diverse healthier food choices
that are setting new trends. In the process, we will further strengthen our position at the
top of the Korean industry and meet our goal of KRW 500 billion in pretax income on
sales of KRW 4 trillion as well as ten power brands by 2015, our 50th anniversary.

Operating targets by 2015

Annual sales

Power brand

Profit before tax

4
10
5,000

trillion Won

brands

billion Won

Nongshim is providing Korean coffee drinkers with new choices. We recently
introduced an innovative product that blends 100% high-quality Arabica coffee beans
with ganglioside, which is known to improve blood circulation and help strengthen
the immune system. Starting with this health-promoting Ganglio Coffee, we are
scheduled to release a series of coffee mix and ready-to-drink coffee products.
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In late 2012, we began to sell Baeksansoo,
natural cold mineral water extracted from the
volcanic bedrock beneath Mt. Baekdu (on the
border between China and North Korea). Mt.
Baekdu is recognized as one of the world’s best
sources of natural water, which is both very
clean and rich in silica, a natural mineral that
stimulates the healthy growth of bones, hair,
nails and skin. We now aim to take advantage
of our outstanding technologies and marketing
& sales capabilities to make Baeksansoo Korea’
s top-selling bottled water and ultimately grow it
into a global brand.

Our exceptional technological expertise allowed us to develop two new noodle
products, including one that is 80% rice and the other that is air-dried instead of
fried. These innovations are attracting attention as healthier alternatives for people on
the go. Our factory at Noksan represents the future of food processing with its stateof-the-art automated facilities and eco-friendly systems for producing rice noodles,
cold noodles, dried noodles and other wellness products.

11

Passion
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Nongshim leads Korea’s food processing industry. Shin Ramyun, a long-time local
favorite, has grown into a global brand at the forefront of the “Korea Wave” (Hallyu) in
the food sector. Meanwhile, Neoguri (Udon-type noodles) and Bowl Noodle Soup series
have remained popular in Korea over the last three decades. In addition, sales of Shrimp
Cracker continue to rise even though the product has been on the market over forty
years ago. As such it has achieved “mega-brand” status. Going forward, we will continue
to pay close attention to changing customer needs, developing products and services that
are ever better, exceeding customer expectations to provide new kinds of satisfaction.

13

Passion
:The Power of

Our Leadership

We have remained at the forefront of the changing paradigm in the noodle industry,
and are now promoting traditional Korean food items such as air-dried noodles and rice
noodles as new growth engines. Our outstanding instant noodle production technology
and new processing methods have enabled us to introduce healthier products that have
been enthusiastically received by consumers. These include an improved version of
Shin Ramyun as well as the new Champong Noodle (spicy noodle soup with calamari,
onions, and cabbage), Kal Guk Soo (Korean-style noodles with a calcium-rich anchovy
soup base), Doongji Cold Noodles, and Shin Ramyun Black.

Leadership in instant noodle market
(As of the end of December 2012)

M/S of Nongshim

Annual sales

Whenever the Korean instant noodle market peaks, we have aggressively invested
in new equipment and built new factories to expand consumption and maintain our
position as the Korean leader. Our conviction that “the flavor of the soup determines
the flavor of the instant noodle product” led us to build the soup factory at Ansung
in 1982, resulting in major quality improvements to our products. The intelligent
Gumi factory with world-class cutting-edge facilities was established in 1991 for the
purpose of emerging as a global player, and Noksan factory, completed in 2007,
has shown next-generation noodle products dedicated to leading the wellbeing food
culture.

14
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65.4
2,202
%

million units

Shin Ramyun Black retains the spiciness
Koreans love yet the thick broth adds
nutrition and a special savory quality.
The broth is made beef bones that have
been reduced in a state-of-the-art hightemperature cooker and then processed
at low temperature in a vacuum. The
result is a clean-tasting soup that is
odor-free. We are marketing Shin
Ramyun Black aggressively inside and
outside Korea in 2013.

15

Innovation
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Corporations advance through ongoing change and innovation. Even while leading the
market, Nongshim has continued to innovate proactively to secure the competitiveness
needed to stay ahead of the changing marketplace. As a result, the groundwork has
been laid for an enterprise that can be sustained over the long run. These efforts have
been recognized each of the past four years by Nongshim’s inclusion on the Dow Jones
Sustainability Index (DJSI), managed cooperatively by S&P Dow Jones Indices of the US
and RobecoSAM of Switzerland.

17

Innovation
:The Origin of

Tireless Energy

The good health and wellbeing of our customers remains a top priority in everything
we do. Therefore, we seek to provide maximum value when we select our ingredients,
process our products and distribute them for sale. All our factories and all our products
have received HACCP certification, taking our product quality to the next level. An
inspection team from the US Food & Drug Administration judged the sanitation level
at our factory to “meet the standard of a world-class food processor.” As such we
satisfy the food safety requirements of buyers in the most advanced markets and have
strengthened our global competitiveness.

Competitive edge
The Nongshim Research and Business Development (R&BD) Center has the
sophisticated means necessary for creating new technologies and new product lines
simultaneously. The facility thus incubates the future competitiveness that will enable
Nongshim to continue advancing. Our research team is the largest for any Korean
food manufacturer: more than 140 specialists with advanced degrees or technology
certifications. They are helping to make Nongshim a household name around the
world, while their new product development, technical support and research activities
in various areas are generating synergy.

HACCP certification

R&D investment in 2012

Intellectual property right

109
24.5
533

all products

billion Won

rights in 80 countries

In April 2012, our Chip Potato line
became Korea’s first snack to be
certified as a “low-carbon product”
by the Ministry of Environment. Five
items-Chip Potato Original (two sizes),
Chip Potato Onion (two sizes) and
Chip Potato Hot & Spicy (one size)have been certified in recognition of
our lowering the annual greenhouse
gas emissions from production and
distribution by 1,083 tons. As a result,
the “Low Carbon Product” label has
been affixed to the packages of these
products being sold from the middle of
June 2012.
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Performance
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Our constant challenge is to move beyond our No. 1 standing in Korea and elevate our
stature on the global stage. To this end, we operate local factories in the US and China
and our marketing of the Shin (辛 “Spicy”) brand extends beyond these two countries
to include Japan, Southeast Asia, Europe, Latin America and the Muslim World. Today,
people around the globe can experience the special flavors of Korea, and overseas sales
have risen to 25 percent of total sales in just three years.

21

Performance
:The Vision of

Globalization

Our drive into overseas markets has been accelerating. Stronger global competitiveness
and brand power have enabled us to conclude sales contracts with Walmart, the world’s
largest retailer, as well as with a growing number of major retail chains in Europe. As
a result, we have the chance to provide consumers around the world with healthier and
more satisfying choices while the groundwork has been laid for a major surge in our
global operations.

Global operation

Overseas sales target in 2015

Export to

Nongshim is Korea’s first food
processor to sign a direct sales
contract with the retail giant
Walmart. From January 2013
we began to supply instant
noodles directly to more than
3,600 Walmart stores around
the United States. This means
that ramyun made in Korea
is now second to none in the
global market. Previously, we
had to supply our products to
Walmart through local dealers,
but now our transactions are
on a company-to-company
basis, which provides a
platform for rapid growth
going forward.

22
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1
85

trillion Won

countries

Our global strategy has also been stepped up in Europe. In February 2013, ramyun
sales contracts were signed with Morrisons, a major UK retailer, and Migros,
Switzerland’s largest retailing company, and Grab & Fly, an airport sales outlet
based in the Netherlands. In addition, we have made our sports marketing debut
by concluding a sponsorship deal with AFC Wimbledon, a member of British Football
League 2.

23

REVIEW OF

OPERATIONS
26 Instant
noodles

30 Snacks

32 Beverages

The groundwork has been laid for
steady, profitable growth.

34 Others

Conditions in the food business were difficult in Korea during
2012, with a sluggish economy, rising material prices, intensified
competition, and stricter food safety and environmental
regulations. To overcome these hurdles, we devoted ourselves to
raising the competitiveness of our trendsetting premium products
and long-running flagship brands, as well as to improving our
revenue structure. As a result, our sales revenue surpassed
KRW 1.96 trillion, just 0.6% lower than the 2011 figure, while
operating income was KRW101.8 billion, up 3.6% from the
previous year.
Sales growth for our flagship products stalled somewhat in the
first half of the year, but a rapid recovery was seen in the second
half, bolstering our position as the domestic industry leader.

INSTANT NOODLES
Nongshim instant noodles are made in the latest production facilities, from ingredient processing to
packaging. Our instant noodle products provide customers with more value and great taste.

We enjoy a competitive edge in the fried noodle market in terms of product flavor and production
technology, and now we have launched Jinjja-Jinjja, a breakthrough addition to our ramyun lineup. We
have great expectations for this item, which is expected to become our next global hit, after Shin Ramyun,
with its distinguished features and taste.

Sales proportion of instant noodles
business in 2012

Premium brands making a spectacular
comeback

as in markets as far away as the Middle East

61.0

Nongshim has always been a pioneer in the

Meanwhile, Shin Ramyun Black has made a

instant noodle market. Our innovative noodle

remarkable comeback in the domestic market,

products exceed customer expectations and

boosted by its tremendous success overseas.

have established many precedents the Korean

This item is believed to represent a new growth

food industry.

engine for our noodle business.

Our flagship products Shin Ramyun,

Shin Ramyun Black has been enthusiastically

Ansungtangmyun, Chapagetti, and Neoguri,

received in the US market by consumers of

the top brands in the domestic instant noodle

Korean, Chinese and Hispanic descent as well

market, have remained popular favorites for

as by the mainstream White Americans. In

decades. We introduced a new line of rice

China, meanwhile, Shin Ramyun Black is sold

noodles in 2009 in a bid to lead the industry

at price four to five times higher than that

in making rice available for Korean consumers

of the local premium noodles. In Japan, the

in convenient fast food form. Our diverse

large retailers were first to ask us to carry Shin

rice noodle products are now building a new

Ramyun Black, recognizing it a premium brand.

paradigm for the premium noodle segment.

As a result, Shin Ramyun Black sales have

Our instant noodle product portfolio has been

been robust, breaking US$30 million between

bolstered by the addition of Jinjja-Jinjja, which

September 2011, when export began, and

is expected to become the next big seller, after

the end of 2012. The great popularity of this

Shin Ramyun, and by our reintroduction of Shin

instant noodle brand led to our supplying it to

Ramyun Black domestically. Our Korean market

the US Defense Commissary Agency, which

leadership is now solider than ever, while the

is in charge of more than 250 retail outlets on

outstanding flavor, quality and brand of these

US military installations around the world, from

new products are allowing us to stand at the

September 2012.

forefront of the global “Korean Wave” in the food

We will continue to leverage our unrivalled

product area. Shin Black is already competing

technological prowess and quality

head-to-head with many major international

competitiveness and develop premium trend-

food brands, earning more than KRW200

setting products that deliver new kinds of value

billion annually in global sales. The product is

to customers worldwide.

%

Exports of Shin Ramyun Black began in
September 2011, and the popularity of
our great-tasting product has surged
around the world. It is now being sold
in more than 30 countries, including the
US, China and Japan. Encouraged by
the overseas success of Shin Ramyun
Black, we decided to reintroduce the
product in Korea. Now this item is
building new growth momentum,
boosted by the global marketing
campaign that features the Korean
popular singer Psy, who gained global
attention for his hit “Gangnam Style,” as
a advertising model.

(Saudi Arabia), Africa (Nigeria) and Europe.

now sold in nearby China and Japan as well

26
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Sales trend of
instant noodles business
(KRW in billions)

1,278.8
68.2%
31.8%
2012

1,290.3
70.7%
29.3%
2011

1,257.2

72.0%
28.0%
2010

Nongshim uses innovative technology to produce noodle products containing 80% rice. These items are
growing in popularity as nutritious meals that are quick and easy for busy people to prepare.

Nongshim was designated as the official
instant noodle sponsor for the 2012
Yeosu Expo. This provided us with a
valuable opportunity to present uniquely
Korean flavors to people from around
the world. Show-goers loved the three
cup noodle products, including Shin
Ramyun Black Cup, what we developed
exclusively for the event. Employees
fluent in English, Japanese and Chinese
worked at our company booth. They
helped to introduce both Nongshim and
Korean foods to foreign visitors.

Leading the growth of the domestic
noodle market

continued to dominate the cup noodle market.

We applied meticulous strategies for creating

heavily weighted toward premium products,

new consumer segments, bolstering our brand

resulting in greater profitability. At the same

power and continuously improving our income

time, a profitability-oriented operating system

structure to raise the competitiveness of our

was established through ongoing efforts to cut

noodle business.

production costs.

First we focused on developing trendsetting

As a result, our instant noodle business

new items as well as new bowl noodle

overcame a slow start in 2012 to post over

products, which are rapidly growing in

KRW 1.28 trillion in sales for the year, just 0.9

popularity, to create new market segments.

percent lower than the previous year’s figure.

We led the growth in the cup/bowl noodle

Our domestic market share reached nearly 70

segment with our new Shin Ramyun Black Cup

percent by year’s end.

and Chapagetti Big Bowl. We also provided

Meanwhile, the sales of “new category” products

consumers with more choices, developing

from the Noksan factory were somewhat low

five new flavors of packaged instant noodles,

in 2012. However, their demand promises to

including Jinjja-Jinjja.

be steady from health-conscious consumers.

We held various events to elevate the brand

This means that we need to change consumers’

power of our flagship products. For example,

Pack noodles
Bowl noodles

Customer loyalty to the Nongshim’s brands is unwavering. The secret lies in our being first to introduce new
flavors and top-quality products made with the best ingredients using cutting-edge facilities and original
technologies.

Seeking to elevate the value of instant
noodles

demand from young consumers.

The recent growth of the domestic ramyun

instant noodles, we will step up various

market has been led by the sale of instant

activities such as co-sponsoring events with

noodles that come ready to eat, and a new

other companies, developing special-offer

consumer market is being formed.

products, conducting various promotions with

According to statistics from AC Nielsen, a total

offline and online components, and jointly

of 3.4 billion instant noodle servings were sold

researching instant noodle products.

in Korea in 2012, which was down 2.5% from

We will establish new growth momentum by

a year earlier. However the sale of instant

continuously enhancing the quality of the “new

noodles in a cup or bowl continued to rise. On

category” products and rice noodles made at

top of that, consumers’ increased interest in

the Noksan factory, launching new products,

health issues and their search for products with

integrating brand management, and expanding

differentiated value have caused the growth

our presence in the air-dried noodle market.

in premium product sales to outpace that for

Through these efforts, we aim to post KRW

conventional items.

1.49 trillion in instant noodle sales in 2013.

Against this backdrop, our 2013 goal for the

We expect sales growth to be flexible on the

instant noodle business is to greatly upgrade

back of the steady increase in Shin Ramyun

perception of rice noodles in terms of value for

product value so that Nongshim leads the

sales and the renewed domestic interest in the

the 30th anniversary of Neoguri’s launch was

money. The sales of Doongji Noodles were also

growth in the premium product segment.

premium Shin Ramyun Black.

celebrated with a special promotion. In addition,

stagnant. However, we have firmly established

To this end, we will focus on bolstering our

various marketing programs were conducted to

our brand image in the cold noodle segment.

premium status by restructuring our Shin

reflect the features of each product and attract

Now we will lay the foundation for a turnaround

Ramyun Black lineup, which was recently

a more diverse consumer base. Importantly,

by launching new promotion strategies and

reintroduced domestically. In addition, we

Bowl Noodle Soup sales achieved double-digit

exploring sales in the business-to-business

will implement multifaceted strategies to

growth year-on-year through a promotion

channel.

strengthen the power of our mainstay Shin

targeting small retailers. As a result, we

Meanwhile, our revenue portfolio became more

In 2012, the domestic instant noodle
market posted over KRW 1.9 trillion in
sales, up 3.3 percent year-on-year.
Steady growth in the sales of instant
noodle that come ready to eat in a cup
or bowl increased their relative weight
in the instant noodle market mix. Korea’
s retail structure has undergone major
changes. In 2012, the Distribution
Industry Development Act was revised
to require that the large retailers close
up to two Sundays a month, boosting
sales at convenience stores and
privately-owned supermarkets. On top
of that, consumers are becoming more
health-conscious and are increasingly
looking for value beyond what the
standard products provide. That has
accelerated the growth in premium
product sales.

Also, to revitalize the sluggish demand for

Ramyun, Ansungtangmyun, Bowl Noodle
Soup, Chapagetti, and Neoguri brands, and we
will launch new products that can create new

28
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SNACKS
Nongshim continues to present standout products that reflect customers health and food safety concerns.
We have greatly reduced the fat content in our snacks in response to changing consumer needs, and we are
developing tastier snack varieties made from natural ingredients.

Sumi Chip is made from the Korean-grown Sumi potato, which contains more sugar than the average
potato variety does. The consumer response to this product has been tremendous, making a new
milestone in the potato snack business.

Sales proportion of snacks
business in 2012

Developing and nurturing power brands
to lead the future snack market.

overall snack portfolio.

13.2%

The focus of our snack business is to develop

Overall snack market in Korea increased by

long-lasting brands that continue to generate

6.9% year on year in 2012, while our snack

value over the mid- and long term. We are

sales were up just 1.2% to KRW 276.5 billion.

engaged in a project to create a new record-

The modest growth can be attributed to several

setter like Shrimp Cracker. To this end new

factors. For starters, domestic confectionary

brands will be introduced that can drive growth

makers reinforced their snack lineups, and

going forward, including high-quality rice-based

retailers engaged in a snack price war. Our

snacks, unique-concept snacks from corn, and

competitors raised their product prices while our

premium snacks from natural, organically-

release of new items was somewhat delayed.

grown ingredients. We are also pursuing a

However, the 2013 target for our snack

step-by-step strategy that will result in our

business has been set at KRW 340 billion. To

holding the top share of the Korean potato chip

achieve this goal, we will aggressively market

market.

Shrimp Cracker and our four selected “strategic”

The infrastructure supporting Sumi Chip has

items, improve the pricing structure in stages,

been reinforced to accommodate the product’s

and increase our special offer products in each

great popularity with consumers. The vacuum

distribution channel so that we can strengthen

Sales trend of snacks business

production line and storage facility have been

our leadership in the most important market

(KRW in billions)

expanded, while the distribution base has been

segments.

Nongshim produces more than 40
different snack products, including
Korea’s top seller, Shrimp Cracker,
which generates annual sales of at least
KRW 60 billion. Other standout brands
in the lineup include Onion Ring, Chip
Potato, and Honey Twist Snack. We
maintain our position as the country’
s top snack producer by introducing a
steady stream of new premium items
that accommodate changing customer
needs.

276.5
273.3

Chip. This move will further strengthen our

reshuffled and the product lineup enlarged. At
the same time, Chip Potato has been given a
facelift, and new chip-type snacks are being
developed. This effort is expected to increase

244.1

our share of this market segment from 27.1%
in 2012 to 48% by 2014.
In addition, marketing will be intensified for the
wheat-based snacks that we consider to be
strategically important, including Honey Twist
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Snack, Postick Snack, Tako Chips, and Cuttlefish
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BEVERAGES
We provide consumers with new kinds of value through diverse beverage lineup that includes our recently launched
Baeksansoo bottle water, the world-class brands Welch’s (fruit juices and drinks in bottles) and Capri Sun (juice
concentrate drink in pouches), and our new coffee mix.

Our cutting-edge technology and facilities have been employed to produce clean and refreshing
Baeksansoo. This bottled water is extracted from lava bedrock under Mt. Baekdu, which ranks along with
the European Alps and the Russian Caucasus as one of the world’s best drinking water sources.

Sales proportion of beverages
business in 2012

Establishing a platform for launching and
rapidly growing a new brand

Power O₂all registered robust year-on-year

12.3%

Nongshim stayed at the top of Korea’s bottled

besides Samdasoo stood at KRW 69.6 billion,

water market for fourteen years. In December

up 14.7% from the previous year. Thus double-

2012, we introduced Baeksansoo, that has

digit sales growth achieved for these items has

been extracted from volcanic bedrock and

been maintained since 2007. Meanwhile, sales

Nongshim started handling bottled
water in 1998, promoting Samdasoo
from Jeju Island under a contract
with Jeju Provincial Development
Corporation. As a market latecomer,
Samdasoo was an unknown brand.
However, we managed to turn it into
Korea’s top-selling bottled water by
looking toward the future of the bottle
water business, innovating brand
communication, sales methods, and
the distribution paradigm. The wealth
of know-how gained through that
experience will be applied to make
Baeksansoo No. 1 in the market.

boasts some of the world’s best taste and

of coffee drinks have skyrocketed in the Korean

quality.

market recently. In response to this trend,

Back in 2003, we started a project to cultivate

Nongshim will elevate its own brand power

a broad lineup of bottled water products that

and lay the groundwork for rapid growth in the

are recognized as being among the very best

beverage business by launching new coffee

by consumers inside and outside Korea. After a

mix, ready-to-drink coffee, and ready-to-drink

decade of preparation, we now have launched

tea brands, expanding mainstay product lines,

our first in-house bottled water brand,

and enhancing communication with targeted

Baeksansoo. Within the next five years we

segments.

expect Baeksansoo to lead the Korean bottled

The 2013 sales target for the beverage

water market and emerge as a well-established

business has been set at KRW 143 billion. In its

name globally.

first year on the market, we expect Baeksansoo

Meanwhile, we recently put Ganglio Coffee, a

to generate KRW 50 billion in sales revenue and

new-concept instant coffee mix that provides

grab a 10% market share.

Sales trend of beverages business

health benefits, onto the domestic coffee

(KRW in billions)

251.1

258.4

sales growth. The combined sales of all products

market, estimated to be worth KRW4 trillion a
year. Going forward, our coffee business will be
accelerated through the introduction of various
instant coffee mixes and ready-to-drink coffee

230.1

products.
The beverage business generated KRW 258.4
billion in sales in 2012, up 2.9% from the
previous year. Sales of Samdasoo were down,
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but Welch’s soda, Welch’s juice, Capri Sun and
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OTHERS
Our license agreements with the makers of leading brands outside Korea enable us to provide domestic consumers
with a wider variety of delicious, high-quality items to eat and drink.

Sales proportion of others
business in 2012

13.5%

We have forged strategic partnerships
with many of the world’s best known
names in the food business. These
include the Kellogg Company (cereal)
and Campbell’s (juice) in the US; Capri
Sun (juice) in Germany; Tulip Food
Company (ham) in Denmark, Europe’s
largest meat processor; Barilla (pasta)
in Italy, with a tradition that goes back
120 years; and House Foods in Japan,
with the top share of the Japanese curry
market. These arrangements enable
us to provide Korean consumers with a
wide range of flavors and build a global
network for our own products.

Sales trend of others
(KRW in billions)
Export

Other products

2,820
2,787
277.2

150.1

143.2

158.7
135.5

131.8

118.5

2010
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Vono instant soup is made from the very best ingredients meticulously cultivated and harvested on more
than 250 farms on the pristine Japanese island of Hokkaido. The result is a savory sweet flavor and crunchy
texture.

Cultivating leading brands for each category

responsive to specific distribution channels. Pastas

We import some of the world’s best-known

for single-person households, spices for camping

products, providing Koreans with a wider

cookouts, and other new products will also be

selection of things to eat and drink while

developed that reflect changes in people’s lifestyles,

helping to further advance the domestic food

and an ongoing effort will be made to create new

and beverage industry. These foreign-made

kinds of demand.

products have been enthusiastically received by

The recent volatility in currency exchange

local consumers, and sales volumes are rising

rates and the changes in Customs duties after

steadily. We are quickly developing the leading

Korea’s free trade agreements with the US

brands in each item category.

and the EU took effect have had an impact on

Our “other product” business segment, which

our domestic sale of overseas brands. We will

includes the domestic sale of foreign-made

deal with these issues proactively, by applying

brands, achieved sales revenue of KRW 150.1

predictive simulations to adjust our pricing after

billion in 2012, an increase of 4.8% over the

taking exchange rates and Customs duties

previous year’s figure. Chupa Chups, which

into account, and by maintaining the optimal

dominates the stick candy category, posted

inventory levels. Meanwhile, our exports in 2012

sales of KRW 24.3 billion in 2012, up 20.7%

totaled KRW 131.8 billion, a 2.7% decrease

from the year before. An ongoing marketing

from the figure achieved in 2011. Our exports

campaign for Kellogg’s products helped to

to the US and Southeast Asia were lower year

boost the power of the main brands, solidifying

on year, while those to China, Russia and the

their No. 1 position in the Korean breakfast

Middle East all increased at double-digit rates.

cereal market. In addition, the McCormick

In 2013, we will enter more local distribution

brand name has quickly risen to the top of the

channels overseas. We consider Europe,

seasonings and flavorings segment.

Southeast Asia, Russia and Latin America all to

Our sales target in the “other products” segment

be strategically important for us over the mid-/

has been set at KRW 218 billion for 2013. To meet

long term. Therefore, we will step up our sales

this goal, we will expand our customized marketing

promotions in these regions, develop products

activities that boost brand power by targeting

that target each one specifically, and stimulate

specific consumer groups. At the same time we

sales activities in order to reach our target of

will continue to come out with products that are

KRW 162.5 billion in revenue for the year.
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NONGSHIM’S

GLOBALIZATION
 ongshim in the World
38 N

40 Nongshim in the US

The “Korean Food Wave” is sweeping
global markets.

42 Nongshim in China

To emerge as a truly global enterprise, we are seeking out new
customers, markets and opportunities and looking toward the
future, spreading the delicious flavors of Nongshim and Korea
around the globe. Today, our partnerships with many of the
world’s most prominent retailers allow us to provide distinctive
products and services to more customers. We expect our global
operations to reach a new milestone in 2013.

Nongshim in the World
We continue to develop new market segments in the US, China and Japan,
regions that are strategically important to our global business. Promotional
activities are also being run country by country in Europe and Southeast Asia.
These combined efforts are diving up sales.

Setting new milestones in our penetration
of the European market

Overseas Performance in 2012

The power of the Nongshim brand, built up for

to US$282.1 million in 2012, up 5.3% from

more than three decades in global markets,

the previous year. By region, sales were down

has allowed us to penetrate the very high entry

17.3% year on year in Japan but rose 4.6% in

barriers to major retailers in the US and Europe.

the US and 18.4% in China. In addition, exports

The groundwork now been laid for us to make

continued to climb in major overseas markets.

a new growth surge. In early 2013, a direct

Overall sales increased by 5.3% in Europe and

supply agreement was signed with Walmart in

10.7% in Oceania, while sales of Shin brand

the US, followed by similar arrangements with

products continued to rise in more than 80

major British retailers, the largest retailer in

countries.

Sales by Nongshim’s overseas subsidiaries came

Switzerland, and a chain of airport sales outlets in

Sales in
global
(US$ in
busine
million
ss
s,

exclud
ing exp
orts)

239.4
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Business targets and strategies for 2013

expected to accelerate the growth of our global

Our business in the Chinese market has been

business.

growing fast for a number of years, while the

At the same time, we operate factories locally in

momentum from our recently concluded supply

the US and China and are reinforcing our global

contracts with major retailers is likely to result in

marketing effort, focusing particularly on the

large sales volume increases in the Americas and

Shin (辛 “Spicy”) brand in Japan, where many of

Europe. Sales in Japan were slightly lower in 2012

the world’s top instant noodle brads are from.

than they had been in the previous year, but the

Meanwhile, we opened new offices in Ho Chi Minh

groundwork has been laid for a turnaround there.

City and Vladivostok to increase our exports to

Moreover, strategic products will be introduced

Southeast Asia and Russia. Our efforts today are

targeting specific regions and local marketing

on creating a second and third global brand to

programs will be strengthened in order for us

follow in the footsteps of our highly successful

to develop new markets constantly. We believe

Shin Ramyun line.

these efforts will enable our overseas subsidiaries
to achieve a combined sales total of US$425

267.9

2011

the Netherlands. These recent developments are

million in 2013.

2012
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Nongshim in the US
We have become the first in the Korean food industry to conclude a direct sales
contract with Walmart, the world’s largest retail chain. Now we supply instant
noodles to Walmart stores at more than 3,600 locations around the United states.

Spurring up sales growth

Business targets and strategies for 2013

We began exporting instant noodles to the Los Angeles

Nongshim America will continue to expand the

back in 1971. Nongshim America was established in

distribution network, entering into direct sales

1994 and a factory started up operation in the Los

agreements with more nationwide retailers and

Angele area in 2005, accelerating our advance into the

wholesalers as well as approaching local supermarkets.

American market. Shin Ramyun and Bowl Noodle Soup

Competitiveness in the market will be enhanced by

series are now widely popular brands not only among

expanding the “premium product” category, which

ethnic Koreans in the United States but also in the White

includes Shin Ramyun Black, Jinjja Jinjja and Japanese

and Hispanic communities.

Style Udon. We will proactively respond to changing

Our rising brand recognition led to a direct sales

consumer requirements through constant improvements

agreement with Walmart in January 2013. Now we no

to products, designs and advertisements. Our goal

longer have to rely on local dealers to put our products

through all this is to achieve US$200 million in sales in

on the display shelves of the world’s largest retailer. To

2013.

get a direct sales contract with Walmart, a supplier must
be up to the global standards in terms of credibility,
product sales and brand recognition. Other companies
that enjoy this privilege are all world-class names such
as Nestle, Coca-Cola, and Pepsi.
Our direct transactions with Walmart allow us to engage
in local marketing activities that will be more strategically
effective. Of course, we will be able to analyze Walmart’s
sales data and adjust our sales activities to better match
changing market trends.

US market performance in 2012
Our US subsidiary saw sales rise 4.6% year on year
to reach US$131.4 million. Shin Ramyun Black is now
been well established in the US market, and a series of

Sales in
th

e US
(US$ in
million
s, exclu
ding ex
ports)

products developed specifically for the US have been
enthusiastically received by consumers. These include

131.4

Savory Lobster Bowl, Savory Tempura Udon, Savory
Beef Bowl, and Chapagetti Bowl. Direct transactions

119.7

125.6

have begun with KeHE, UNFI, DeCA and other major
wholesalers. In addition, factory expansion was been
completed to accommodate a bigger product lineup and
increased consumer demand for Nongshim products.
The project includes the addition of a new Shin Ramyun

2010
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Black production line.
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Nongshim in China
Our supply of top-quality products in the “premium” category has made
Nongshim one of the most trusted names for processed food among Chinese
consumers.

Building the image of a premium brand

Business targets and strategies for 2013

The Chinese instant noodle market, estimated at

The drive into the Chinese interior will continue along

over US$10 billion a year, is the world’s largest.

with an aggressive marketing campaign. The emphasis

Nongshim products have established a distinct quality

will be on increasing sales of Shin Ramyun Black and

competitiveness here and are recognized as a premium

other strategically important. To raise profitability,

brand. The leading item, Shin Ramyun, enjoy great

production cost reduction campaigns will be conducted

brand power, selling for RMB 3.5 per package, which is

at each factory, and a new management-by-objective

1.5 times higher than the most expensive local instant

program will be instituted regarding gross profit margin.

noodle brand (RMB 2.2 per package). New items

Baeksansoo sales will be maximized by expanding the

have also been added to the popular Kimchi line to

distribution network, to include sales agreements with

accommodate local consumer demand.

new hyper-markets, retail chains, convenience stores

Nongshim factories in Shanghai, Shenyang and Qingdao

and bottled water dealers. These combined efforts are

provide the optimal product development and supply

expected to result in sales of US$165 million for the

system for China. The sales platform is also being

year.

extended to break into new markets continuously
and maintain high sales growth every year. The sales
network initially was focused on China’s coastal region,
but more recently inroads have been made into
Guangzhou, Xian and other developing cities as well as
untapped inland regions. In the process, Nongshim is
cultivating a dominant presence in the Chinese market.

Chinese market performance in 2012
The Chinese subsidiary stepped up its drive into the
Chinese market to achieve a record performance in
2012. Work continued on new market development and
distribution network expansion, and new sellers were

Sales in
C

hina
(US$ in
million
s, exclu
ding ex
ports)

cultivated in northeastern provincial cities (Anshan,
Fushun and Tonghua) as well as in the central, southern

109.5

and southwestern regions.
Sales for the Chinese subsidiary totaled US$109.5

84.8

92.6

million in 2012, up 18.4% from the previous year, and
pre-tax earnings went into the black. Baeksansoo went
on sale in China in 2011, and sales increased fivefold in
the following year. The mainstay Shin (辛 “Spicy”) and
Kimchi lineups each saw sales increases of over 20%

2010
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year on year, further strengthening market leadership.

2012
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SUSTAINABILITY

MANAGEMENT
46 Food safety

48 Green management

50 Social contributions

We are fulfilling our role and obligations
as a corporate citizen in the pursuit of
a better tomorrow for all.
Customer health and safety are our top priorities at Nongshim,
and we devote ourselves to ensuring our products are safe
and trustworthy. In addition, social problems around us are a
constant concern that we convey to the public. In this regard,
we have established the foundation for advancing along with our
stakeholders.
Our employees voluntarily participate in community service
activities, which demonstrate our care for the less fortunate. We
are also at the forefront of the effort to protect the environment
for the benefit of future generations.

FOOD SAFETY
Flawless systems are in place from production to packaging and
distribution that ensure that Nongshim products are safe and trustworthy.

HACCP certification for all factories and all products
Nongshim has remained the leader in HACCP (Hazard Analysis & Critical Control Points) certification acquisition in
Korea. In 1999, the frozen noodle line at the Anyang factory was the nation’s first facility to be HACCP qualified.
The high-speed line at Gumi and the instant rice production line at Anyang followed suit in 2004, and then the
powdered soup production line at Ansung in 2006.
All production lines at Noksan, to include those for Doongji Noodles and Hooroorook Noodles were HACCP
certified in July 2009, and so was the potato vacuum chip line at the Asan factory by the end of the year. The
HACCP Promotion Task Force was established in 2010 to work on simultaneous HACCP certification for all the
lines at all four domestic factories. That same year, the certification was granted for all noodle and beverage
production lines. Qualification of the snack production lines in 2011 meant all factories and products were
covered.
Efficient operation of HACCP-certified systems goes beyond quality control. It enables Nongshim to provide top
quality products and services that are always safe for customers.

No MSG, trans-fats or artificial preservatives

Global Quality Assurance

Nongshim stopped using MSG in all products, ranging from

The consistent goal at Nongshim is to provide top quality

instant noodles to snacks, made in Korea starting from

products that consumers can select with confidence. To this

February 2007. Instead, all natural ingredients such as

end, all processes are carefully managed, from ingredient

mushrooms are used to provide flavor.

provision and product processing, conveyance, distribution,

In addition, no oils that contain trans-fats and no artificial

and communication with customers.

preservatives are in any Nongshim product. Naturally refined

Some KRW 40 billion was invested between 2008 and 2010

oils are used exclusively in place of hydrogenated oils, so

to build a “global quality assurance system” and carry out

trans-fat content is lowered to the level found in nature, a

the “consumer confidence project.” Now, product safety

maximum of 0.2 grams per serving. To naturally preserve

is ensured in every stage of the supply chain, from the

the products for an extended period, Nongshim uses natural

sourcing of ingredients from around the world to the time it

tocopherol as antioxidants and green tea catechin.

is served.

Moreover, the salt content in all instant noodle products
is kept to a minimum. Air-dried noodles are offered as
a healthier alternative to fried noodles. Nongshim is also
developing low-calorie ramyun, calcium-fortified ramyun
and snacks for health-conscious consumers.
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GREEN
MANAGEMENT
An ongoing and proactive environmental management system is in
place as part of the concerted drive to be a global food processor
that supports the health and wellbeing of customers
3G Campaign as part of environmental management
The 3G (Green Products, Green Processes and Green Partnerships) Campaign has been underway since 2009
as a way to achieve environmental management goals. The “Green Products” component works to reduce
the carbon emissions in order to qualify Nongshim products for carbon footprint. “Green Processes” refer to
an ongoing effort to lower energy consumption and preserve the environment, while “Green Partnerships” are
laying the groundwork for Nongshim to grow as an eco-friendly global player.

First snacks to get Low Carbon label

Striving to make factories green

Environmental management at Nongshim has continued to

A concerted effort is underway to make all of Nongshim’s

progress. The Carbon Management Task Force was formed

main factories “green.” The Noksan factory in the Busan area

in 2010 as part of efforts to reduce carbon emissions at

was designed to let in natural sunlight, significantly lowering

Nongshim. The following year, the Energy Task Force,

electricity consumption. The Asan factory is the first in Korea’

consisting of specialists from inside and outside the

s food processing industry to install wind and solar power

company, was inaugurated to measure carbon emission

generation facilities on site, reducing electricity expenditure

levels for all products and all factories and then devises a

by around KRW13 million and CO2 emissions by 26 tons per

plan for reducing those levels.

year.

As a result, Chip Potato and Doongji Noodles were carbon

In addition, the employees at each factory regularly organize

labeling certified. Subsequent cuts in the volume of

clean-up drives at major mountains and parks in their

greenhouse gas (GHG) emissions associated with Chip

vicinities. These activities have received a positive response

Potato made it the first Korean-made snack eligible for the

from local residents and government agencies.

“Low Carbon Product” label in April 2012.
Nongshim’s eco-friendly image has been elevated as a
result. In June, two versions of Sumi Chip were certified for
carbon labeling.
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Social
Contribution
Nongshim pursues a “Management Policy of Sharing” through various
CSR programs in a bid to give back to society the loyalty and trust that
have long been shown toward Nongshim products by customers.
Operating a snack mobile for charity

Visiting senior centers

Organizing events on Children’s Day

Nongshim has designed a CSR program befitting its

We care about issues that affect local

May fifth is Children’s Day in Korea, a holiday

effort is underway to build better ties between

business as a food processor. In 2008, a camper van was

communities, are committed to fulfilling our

meant to encourage the precious dreams of

urban and rural communities. Each factory site

customized to make a snack mobile for serving up instant

corporate social responsibilities, and are helping

the nation’s youngsters, who represent the

establishes a “sisterhood” arrangement with

noodles, snacks and beverages to people in need. At least

to address the problem of a rapidly increasing

future leaders of society. On this day, we hold

a rural community in the region. Under this

three times a week, employees visit childcare centers that

elderly population. Twice a year, each business

a special event at the Head Office, handing

arrangement, employees and their families visit

assist low-income families and deliver Nongshim products

division organizes visits to a designated senior

out commemorative gifts to the children and

to help out with farming work or conduct clean-

for the children. They also work with the children, making

center. Our employees donate Nongshim

offering various fun activities for the whole

ups, and the company purchases the farmers’

balloon figures, building art objects and playing quiz games.

products and treat the elders to lunch, also

family. In addition, employees from Nongshim

produce. Local residents are also invited to tour

In addition, Nongshim supports nationwide food banks and

converse with them, shine their shoes, clean

operations around Korea visit local welfare

Nongshim production facilities.

organizes Children’s Day events to help the nation’s children

their eyeglasses and perform other acts of

facilities to throw Children’s Day parties.

to grow up in a healthful and bright environment.

kindness to help make them feel comfortable.

and other trash. At the same time, an ongoing

Members of employee families are invited to

Helping kids learn about economics

Cultivating talent for the future through
the Youl-Chon Foundation

Raising the “Love-sharing Happy Fund” through
employee donations

participate in this program, providing them

We offer classes on our business and economics

The Youl-Chon Foundation provides a more

an opportunity to learn how to respect and be

in general, to include the market economy,

systematic approach to CSR from the group

The Nongshim Social Contribution Corps (voluntary in-

courteous to their elders.

the role of corporations, food hygiene and food

level. Activities include a scholarships program

safety. The program is designed to promote

and support for various academic and cultural
research projects. The foundation seeks

house organization) collected donations from employees to
more than KRW 620 million since 2007. The money is

Promoting caring through the “Lovesharing Concert”

their proper understanding of economic issues.
Employees from the various business divisions

out traditional cultural forms and sponsors

used to provide products such as instant noodles to welfare

The “Love-sharing Concert” has been held every

volunteer to be instructors and are dispatched

performances, and helps to build and operate

centers around Korea as well as to fund various projects

year since 2000 to help teach young people

to local primary schools to give lectures.

camp facilities for teenagers. After ten years of

such as welfare facility repairs and free lunch programs.

the importance of caring for others through

Recently the scope of the assistance is being extended

giving. The concert is setting a new standard
for community service through culture, bringing

Running environmental cleanups, Adopta-rural Community program

in mixed script (Sino-Korean with the native

overseas, providing relief supplies and instant noodles to the
region damaged by the massive earthquake and tsunami in

youth, performers and the business world

As part of our “Green City” program, employees

secondary school.

Japan, to Cambodia and to the UN peace keeping forces in

together. Admission is paid in instant noodles

at each worksite regularly visit the local rivers,

Lebanon.

instead of money. Concert-goers donated 6,570

streams, seaside or mountains to pick up litter

establish the “Love-sharing Happy Fund,” which has raised

research, it also disseminated textbooks written
Korean alphabet) and used in primary and

Shin Ramyun Black Cup at the November 2012
event, and Nongshim contributed 6,570 more.
The ready-to-eat instant noodles were handed
over to the Korea Red Cross for distribution
to households headed by orphaned teenagers
who are caring for younger siblings as well as
to elders who live alone.
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Management’s Discussion & Analysis

Financial
Review

Overview

Our key segment, the instant noodle business recorded sales of
KRW 1.28 trillion, down by 0.9% year-on-year. The sales of the

As a leading company in the Korean food industry, Nongshim has

snack, beverages, and other products businesses grew by 1.2%,

been committed to providing food and beverage products that are

2.9%, and 1.2%, respectively. Sales from the instant noodle

continuously enjoyed throughout many generations. We are mainly

business accounted for 61.0% of total sales, followed by 13.2% from

engaged in the manufacturing and sales of instant noodles, snacks,

the snack business, 12.3% from the beverage business, and 13.5%

beverages, and foreign-brand products, and sell key products in not

from the other products business.

only Korea but also around 80 different countries. The company has

The global business also maintained the growth trend, buttressed

been expanding global business by operating local production lines

by sales generated from overseas subsidiaries that expanded by

in China, the world’s largest noodle market, and the US, the center

5.3% year-on-year to USD 282.1 million, despite the fall in exports

of the global economy.

by 2.7% year-on-year to KRW 131.8 billion. A significant driver was
the sales growth of the China and US subsidiaries that posted a solid

Business Environment and Growth Strategy

18.4% and 4.6%, respectively.
Our plan for the instant noodle business in 2013 is to focus on

Management’s Discussion & Analysis

The instant noodle business has remained relatively inelastic to

building growth momentum for dry noodle products. In addition, we

Statements of Financial Position

changes in domestic demand and market volatility since noodles

will expand the sales of premium instant noodle products, especially

Statements of Income

are a substantial part of Koreans’ diet. However, fluctuations in

“Shin Ramyun Black” that has resumed sales in the domestic

international raw materials prices and the exchange rate have

market, and bowl noodles that have been enjoying sharp growth.

Statements of Comprehensive Income

great impact on profitability since raw materials for noodles are

In the snack business, we will implement aggressive marketing

Statements of Changes in Equity

mostly imported. Recently, government policy on inflation and the

activities for strategic products, and consistently launch new

issue of food safety have emerged as major influences on business

products. As for the beverage business, Nongshim will make

Statements of Cash Flows

operation as well.

endeavors to secure solid market position for “Baeksansoo”, natural

In terms of size, growth in the domestic instant noodle market has

drinking water from Mt. Baekdu, and “Ganglio Coffee” in the early

been slow due to recent changes in demographics and lifestyle.

stage to set up the foundation for a new leap forward.

Yet, qualitative growth is deemed feasible considering the sustained
propensity of consumers to pursue convenience and quality of
products.
In response, Nongshim has been developing and supplying

Sales Breakdown (KRW in billions, %)
Instant noodles

Snacks

Beverages

Others

customer-oriented products, meticulously managing the brand
image, and securing differentiated technology to maintain
continuous growth. We have been redoubling efforts to maximize
the efficiency of the production system and the quality of the raw
material supply system. A quality assurance system has been

(12.3)
2,584
(13.5)
2,820

(12.0)
2,511
(13.3)
2,787

(11.4)
2,301
(13.8)
2,772

established to ensure food safety and the capability to deal with
environmental issues has been strengthened.
Moreover, the company has been proactively expanding overseas
businesses, recognizing that the growth of domestic demand is

2012

2011

2010

20,957

20,934

20,086

limited. In the US, China, and Japan, our key overseas markets, we
have been consistently pioneering new regions and promoting the
“Shin” brand and premium products. In Europe and Southeast Asia,
efficient promotion activities customized to the characteristics of
each country have been carried out, driving sales growth.

(61.0)
12,788
(13.2)
2,765

(61.6)
12,903
(13.1)
2,773

(62.6)
12,572
(12.2)
2,441

Key Operating Performances
In 2012, total sales amounted to KRW 2.10 trillion, up by 0.1%
year-on-year, despite the weak domestic demand caused by the
overall recession. Operating income achieved KRW 101.8 billion, up
by 3.6% year-on-year, backed by proactive efforts to improve the
cost of sales ratio and efficient cost management.
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Management’s Discussion & Analysis

Market Share (%)
2011

in sales. Meanwhile, exports amounted to KRW 131.8 billion,

(KRW in billions)

down by 2.7% year-on-year in terms of Korean won. Especially,

2012

2012

2011

1,958.9

1,970.7

Operating income

101.8

98.2

the end of 2012, we are required to prepare consolidated financial

Operating income margin

5.2%

5.0%

statements for a total of nine subsidiaries, among which four

0.2

86.2

companies with more than KRW 50.0 billion in total assets are

0.0%

4.4%

while exports to North America, Japan, and Southeast Asia slightly

68.1

decreased, those to Oceania, Russia, and the Middle East posted

32.5

65.4

30.8

double-digit growth.

Instant noodles

Sales*

■ Profitability

Net income

The sales cost of Nongshim’s businesses is dependent on

Net income margin

fluctuations in international raw wheat and palm oil prices. The

Status of Consolidated Subsidiaries
Nongshim has invested in domestic and overseas subsidiaries to
expand global operations, and secure fresh raw material. As of

recognized as key subsidiaries.
The key consolidated subsidiaries are as follows:

* Excluded sales allowances

price hike of raw materials has been rather limited recently due

Snacks

to the uncertain external economy. Still, we have been controlling

Company

Financial Status

the sales of cost ratio through rigorous risk management to secure
stable suppliers and respond to changes in commodities prices.

As of the end of 2012, total assets of Nongshim amounted to KRW

In 2012, cost of sales fell by 2.0% year-on-year to KRW 1.43

2.08 trillion, down by 4.4% year-on-year from KRW 2.17 trillion.

■ Sales

trillion. Accordingly, we achieved gross income of KRW 524.1

Current assets reached KRW 753.3 billion, decreased by 7.9%

In 2012, Nongshim posted total sales of KRW 2.10 trillion. The

billion, up by 3.4% year-on-year, and experienced a 1.0%p

year-on-year due to the decline in short-term financial products

following is a sales analysis of each business:

improvement in gross income margin, reaching 26.8%.

and inventory. Non-current assets stood at KRW 1.32 trillion,

The instant noodle business recorded sales of KRW 1.28 trillion,

Selling and administrative expenses increased by 3.4% year-on-

down by 2.2% year-on-year due to the impact of contraction in

decreased by 0.9% year-on-year from KRW 1.29 trillion. The

year to KRW 422.4 billion due to the rise in expenses for promotion

tangible assets and real estate investment.

size of the Korean instant noodle market grew by 3.3% year-on-

activities and samples spent to recover the share in the instant

Total liabilities were reduced to KRW 634.4 billion by KRW 57.7

year to reach KRW 1.93 trillion, with the sales growth of premium

noodle market. In terms of key items, logistics expenses reached

billion or 8.3% year-on-year. The main cause was the 12.6%

products and bowl noodles standing out in particular. While the

KRW 69.5 billion, up by 2.8%, and service contract expenses

drop in current liabilities backed by reduced trade payables and

packaged noodle sales fell by 4.4%, bowl noodle sales increased

amounted to KRW 49.3 billion, up by 9.3%, year-on-year. In

borrowings.

by 7.7%, accounting for 31.9% of the total instant noodle sales

contrast, advertisement expenses fell by 1.3% year-on-year to

Capital stock remained stagnant in 2012. Total shareholder’s

and exceeding 30% for the first time. All in all, Nongshim’s share in

KRW 66.5 billion.

equity reached KRW 1.44 trillion, down by KRW 37.3 billion or

the instant noodle market amounted to 65.4% in 2012.

Accordingly, operating income amounted to KRW 101.8 billion, up

2.5% year-on-year, including the KRW 36.9 billion fall in retained

The snack business posted sales of KRW 276.5 billion, up by 1.2%

by 3.6% year-on-year, in 2012. Operating income margin rose

earnings.

year-on-year, led by consistent sales expansion of key products

to 5.2% by 0.2%p from the previous year. Meanwhile, net non-

such as “Shrimp Cracker”, “Sumi Chip”, and “Honey Twist”. In 2012,

operating income increased by the rising foreign exchange profit to

the Korean snack market experienced around 7% growth in size

KRW 22.1 billion in 2012 from KRW 17.8 billion of 2011, by 24.4%.

year-on-year underpinned by corn snacks and potato chips. Our

In the meantime, net income before tax amounted to KRW 34.0

share in the domestic snack market reached 30.8%.

billion, down by 73.4% year-on-year as the penalty of KRW 108.1

Sales in the beverage business rose by 2.9% to KRW 258.4 billion

billion imposed by the Fair Trade Commission was accounted

from KRW 251.1 billion of 2011. ‘Samdasoo’ recorded a 0.8%

as other non-operating expenses. In consequence, net income

drop in sales year-on-year, but major products such as ‘Welch’s’

excluding corporate tax expenses reached KRW 200 million.

* AC Nielsen RI 기준

Nongshim (HongKong), Ltd.

96.74

Nongshim Holdings USA, Inc.

100.00

Nongshim Japan, Inc.

100.00

Sangsun Waters Co., Ltd.

55.04

(KRW in billions)

2012

2011

753.3

817.9

Non-current assets

1,322.2

1,352.5

Total assets

2,075.4

2,170.4

Current liabilities

523.8

599.3

Non-current liabilities

110.6

92.8

leading overall growth. The beverage business has been posting

Total liabilities

634.4

692.1

double-digit annual growth of 12.4% on average since 2008.

Total shareholders' equity

1,441.0

1,478.3

and ‘Capri Sun’ posted 7.0% and 5.0% sales growth, respectively,

Ownership (%)

Current assets

In the other products business, sales reached KRW 150.1 billion,
up by 4.8% year-on-year. As for flagship brands, ‘Kellogg’s’ cereal
posted a 6.5% fall and ‘Chupa Chups’ recorded a surge of 20.7%
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As of December 31, 2012 and 2011

Statements of Financial Position
Nongshim Co., Ltd.

(KRW in millions)

2012

Cash and cash equivalents
Short-term financial instruments
Other financial assets

1,463,827

524,126

506,859

422,371

408,638

101,754

98,222

21,797

21,740

111,663

9,838

29,982

28,921

Gross profit

385,000

440,000

Other receivables

17,160

15,909

120,837

128,537

7,051

4,472

1,322,157

1,352,545

Long-term financial instruments

1,434,792

Cost of sales

17,958

Non-current assets

1,970,686

52,992

157,983

Other current assets

1,958,918

817,852

15,006

Inventories

2011

Sales
50,361

157,847

(KRW in millions)

2012

753,262

Trade receivables

For the years ended December 31, 2012 and 2011

Nongshim Co., Ltd.

2011

Assets
Current assets

Statements of Income

Selling and Administrative expenses
Operating profit
Other income
Other costs
Finance income
Finance costs

7,835

11,116

Profit before income tax

34,036

127,928

Income tax expense

33,828

41,755

207

86,174

8

13

10,685

26,129

7,053

7,550

Investments in subsidiaries and affiliates

178,325

178,325

Basic

36

14,902

Tangible assets

923,242

930,392

Diluted

36

14,902

Accounts receivable˙other
Other financial assets

Intangible assets
Investments in real estate
Other non-current assets
Total assets

17,121

20,183

185,517

189,721

206

232

2,075,420

2,170,397

Net profit
Earnings per share (Korean Won)

Liabilities
Current liabilities

523,840

599,312

Accounts payables

259,178

313,949

Other payables

134,433

152,352

Borrowings

85,688

101,019

Income tax liabilities

17,168

7,157

8,124

7,434

19,249

17,401

110,566

92,760

Retirement benefit obligations

27,122

12,786

Deferred tax liabilities

60,731

60,630

Other long-term employee benefit obligations

22,514

18,892

198

452

634,405

692,072

30,413

30,413

Provisions
Other current liabilities
Non-current liabilities

Other non-current liabilities
Total liabilities

Statements of Comprehensive Income

Nongshim Co., Ltd.

(KRW in millions)

2012

2011

207

86,174

(14,388)

(22,995)

(377)

3

Actual gains and losses

(14,012)

(22,998)

Total comprehensive income

(14,181)

63,179

Net profit
Other comprehensive income after tax
Gain on evaluation of available-for-sale financial
instruments

Equity
Share capital
Share premium

123,721

123,721

Other reserves

(76,308)

(75,931)

1,363,188

1,400,123

Total equity

1,441,014

1,478,326

Total liabilities and equity

2,075,420

2,170,397

Retained earnings
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For the years ended December 31, 2012 and 2011

Statements of Changes in Equity

Nongshim Co., Ltd.

(KRW in millions)

Share Capital
Balance as of January 1, 2011
Net profit

Share
Premium

Retained
Earnings

Other
Euity Items

Total Equity

30,413

123,721

1,360,078

(75,935)

1,438,277

-

-

86,174

-

86,174

Evaluation on available-for-sale financial
instruments

-

-

-

3

3

Actual gains and losses

-

-

(22,998)

-

(22,998)

-

-

(23,131)

-

-

Balance as of December 31, 2011

30,413

123,721

1,400,123

(75,931)

1,478,326

Balance as of January 1, 2012

30,413

123,721

1,400,123

(75,931)

1,478,326

-

-

207

-

207

Net profit
Other comprehensive income

-

-

-

(377)

(377)

Actual gains and losses

-

-

(14,012)

-

(14,012)

Dividend

-

-

(23,131)

-

(23,131)

30,413

123,721

1,363,188

(76,308)

1,441,014

Balance as of December 31, 2012

Cash generated from operating activities

2011
112,394

29,014

136,373

20,239

20,806

(2,524)

(2,413)

380

475

Dividend received
Income tax paid
Cash flows from investing activities
Cash inflows from investing activities
Decrease of long & short-term financial
instruments
Decrease of other financial assets
Disposal of tangible assets
Disposal of real estate invested
Cash outflows from investing activities
Increase of short-term financial instruments
Acquisition of shares of subsidiaries and affiliates
Increase of other trade receivables
Acquisition of tangible assets

(19,122)

(42,847)

2,198

(135,649)

472,131

421,873

450,005

400,000

18,223

18,719

3,440

2,338

245

598

218

218

(469,934)

(557,522)

395,000

440,000

-

20,900

15,006

18,141

5,955

2,871

53,276

72,998

Acquisition of intangible assets

499

766

Acquisition of real estate

197

1,847

Cash flows from financing activities

(32,817)

(21,687)

Cash inflows from financing activities

58,004

72,626

Increase of borrowings

58,004

72,626

Cash outflows from financing activities

(90,821)

(94,314)

Redemption of borrowings

67,693

71,181

Dividend paid

23,128

23,132

Effect of exchange rate fluctuations on cash held

NONGSHIM ANNUAL REPORT 2012

2012
27,987

Interest paid

Increase of other financial assets

58

(KRW in millions)

Interest received

Decrease of other trade receivables

Evaluation on available-for-sale financial
instruments

For the years ended December 31, 2012 and 2011
		

Nongshim Co., Ltd.

Cash flows from operating activities

Other comprehensive income

Dividend

Statements of Cash Flows

1

59

Net decrease in cash and cash equivalents

(2,631)

(44,883)

Cash and cash equivalents at beginning of the year

52,992

97,876

Cash and cash equivalents at end of the year

50,361

52,992
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Affiliates
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Holding Co. & Investment Structure

Nongshim Holdings

Mega Mart

Nongshim Communications

Pure holding company of Nongshim
Group
Nongshim Holdings contributes to the
maximization of shareholder value by
improving corporate governance and
raising management efficiency. It holds
6 subsidiaries: Nongshim, Youlchon
Chemical, Taekyung Nongsan, Nongshim
Communications, Nongshim Engineering
and Nongshim Development.
http://www.nongshimholdings.co.kr

Discount store for a new shopping
experience
Based on expertise and cumulated
experiences for more than 30 years,
Mega Mart, Korea’s best merchandising
company, offers new concept shopping
spaces to customers. It also tries
to provide fresh and good products
to customers with unique corporate
philosophy of “better products, faster and
happier.”
http://www.mega-mart.co.kr

Energetic advertisement agency
Nongshim 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 communication areas, including
advertisement, publicity, public relations,
promotion and events, playing a major
role in the development of the advertising
industry in the 21st century.
http://www.nscom.co.kr

Nongshim Engineering

Nongshim Development

Youlchon Chemical

Comprehensive Engineering Company
From planning to engineering advice,
architecture, engineering, automation,
environmental facilities and services,
Nongshim Engineering is a specialized
engineering company that offers
comprehensive solutions. The company
competes with global companies with its
own technologies and know-how.
http://www.nongshimeng.com

World-class Ildong Lake Golf Club
Located in Pocheon-si, Gyeonggido, 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.
http://www.ildonglakes.co.kr

High-tech packaging material
manufacturer
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 Nongshim to the
customers more safely and cleanly.
http://www.youlchon.com

Taekyung Nongsan

Hotel Nongshim

NDS

Specialist in creating new tastes
Established in 1979, Taekyung Nongsan
is Korea’s representative food ingredient
company which is committed to
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 also responsible
for maintaining Nongshim’s taste and
quality.
http://www.itaekyung.com

World-class resort hotel with spa
Hotel Nongshim, with more than 40 years
of tradition, is being loved by customers
at home and abroad by providing
convenient and friendly services. Together
with Heosimcheong, Asia’s largest spa, it
is emerging as a world-class spa resort
offering relaxation, health, beauty and
fun at all times.
http://www.hotelnongshim.com

Leading IT-solution provider
NDS, as a top-class company specialized
in SI industry, contributes to the
management innovation of Nongshim
Group by providing and maintaining IT
solutions. Based on cumulated expertise
and experiences, it offers information
system development and IT-solution
consultation services to various industries.
http://nds.nongshim.co.kr

NONGSHIM ANNUAL REPORT 2012

Nongshim had introduced a holding company system through the spin-off in 2003, which contributed to the establishment of
transparent corporate governance system and improvement of investors’ trust in our management efficiency and shareholdercentered management. Foreign investors, especially, have indicated Nongshim, 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 2012,
Nongshim Holdings had two listed companies (Nongshim and Youlchon Chemical) and 4 non-listed companies including Taekyung
Nongsan as its subsidiaries.

NONGSHIM
(32.72%)

Nongshim
(HONG KONG)

Nongshim
Holdings(USA)

Nongshim
Japan

Sangsun
Waters

TAEKYUNG
NONGSAN

NONGSHIM
COMUNICATIONS

(100.00%)

(50.00%)

NONGSHIM HOLDINGS
NONGSHIM
DEVELOPMENT

(Pure Holding Company)

(96.92%)

NONGSHIM
ENGINEERING
(100.00%)

YOULCHON
CHEMICAL
(40.32%)
Listed Company
Unlisted Company

61

1

2

Overseas Plants

4

5

33

1. ~ 3. NONGSHIM HOLDINGS USA, INC

6

4. SHENYANG NONGSHIM
FOODS CO., LTD.

5. SHANGHAI NONGSHIM
FOODS CO., LTD.

6. QINGDAO NONGSHIM
FOODS CO., LTD.

business into the American instant noodle market. The factory is fully automated, consisting

Shenyang Nongshim was established in

Nongshim first entered the Chinese market

Established in 1998, Qingdao Nongshim

of cutting-edge facilities that facilitate advanced packaging and standardization of high

November 2000 to buttress Nongshim’s

in 1996 through the establishment of an

supplies fresh ingredients for instant noodles,

quality. The US factory has an annual production capacity of approximately 300 million

position in the Chinese market. With an annual

ultra-modern overseas factory in Shanghai.

snacks and semi-finished products to factories

instant noodles including 3 bowl noodle lines, 2 pack noodle lines, and soup production

production capacity of 300 million instant

Shanghai Nongshim produces more than

in Shanghai, Shenyang and Korea. It is

facilities. Nongshim will use the US factory as a supply hub in the Americas by expanding

noodles and 100 million snack products,

20 kinds of instant noodles including Shin

capable to produce a variety of food materials

sales in the US and Canada markets.

the company produces and sells a variety

Ramyun and Shanghai Tangmyun. It also

through production facilities for drying,

of items in China, such as Shin Ramyun,

has own high-tech manufacturing facilities

extracts, pellets and soup powder.

Jjolbyung Snack, Shrimp Cracker and Onion

with an annual production capacity of 200

Ring. Shenyang Nongshim, along with

million packs. Shanghai Nongshim is central

Shanghai Nongshim and Qingdao Nongshim,

to Nongshim’s campaign to open up new

are steadily building up their presence and

overseas markets.

Nongshim established the US factory in Los Angeles in June 2005 in order to expand its

reputation for high quality products in this
region, while adapting to the localized tastes
of the fast growing Chinese market.
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Global Network

Shenyang

U.S.A
Japan
Qingdao
➊

Shanghai

➋

➌
➍

➎
➏

SHENYANG NONGSHIM

SHANGHAI NONGSHIM

➊ ANYANG PLANT

➋ ANSUNG PLANT

➌ ASAN PLANT

˙Initiated the production in 2000
˙4
 production lines for instant noodles &
production facilities for snacks
˙Address: 3JIA 1HAO,
SHENYANGJINGJIJISHUKAIFAQU 4HAOJIE,
SHENYANG, LIAONING, CHINA
˙Tel: 86-24-2536-7480

˙Initiated the production in 1996
˙5 production lines for instant noodles
˙Address: 840HAO, LANGONG ROAD,
JINSHANGONGYEKAIFA DISTRICT,
SHANGHAI, CHINA
˙Tel: 86-21-6727-7711

˙Initiated the production in 1976
˙11 production lines for instant noodles &
production facilities for snacks
˙2 production lines for instant steamed rice
˙Address: 203-1, DANGJEONG-DONG,
GUNPO-SI, GYEONGGI-DO, KOREA
˙Tel: 82-31-450-5000

˙Initiated the production in 1982
˙7 production lines for instant noodles &
production facilities for soup
˙2 production lines for beverages
˙Address: 153, SINSOHYEON-DONG,
ANSUNG-SI, GYEONGGI-DO, KOREA
˙Tel: 82-31-8046-6500

˙Initiated the production in 1991
˙Production facilities for snacks
˙Address: 177-1, DONGSAN-RI,
TANGJEONG-MYEON, ASAN-SI,
CHUNGCHEONGNAM-DO, KOREA
˙Tel: 82-41-540-4700

QINGDAO NONGSHIM

NONGSHIM JAPAN

NONGSHIM HOLDINGS USA

➍ GUMI PLANT

➎ NOKSAN PLANT

➏ BUSAN PLANT

the production in 1998
˙Initiated

˙Production facilities for drying, extracts, pellets
and soup powder
˙Address: GONGYEYUANDI, YINGHAIZHEN,
JIAOZHOU, QINGDAO, SANDONG, CHINA

˙Established in 2002
˙Address: DAIDO SEIMEI KASUMIGASEKI
BLDG. 4F, 1-4-2, KASUMIGASEKI,
CHIYODAKU, TOKYO, JAPAN
˙Tel: 81-3-3595-0882

˙Established subsidiary for local sales in 1994
˙Initiated production in 2005
˙5 production lines for instant noodles &
production facilities for soup
˙Address: 12155, 6TH STREET, RANCHO
CUCAMONGA, CA91730, USA
˙Tel: 1-909-481-3690

˙Initiated the production in 1991
˙12 production lines for instant noodles &
production facilities for snacks
˙Address: 195, GONGDAN-DONG, GUMISI, GYEONGSANGBUK-DO, KOREA
˙Tel: 82-54-462-1801

˙Initiated the production in 2007
˙2 drying instant noodle lines and 4
extruding instant noodle lines
˙Address: 1542-2 SONGJEONG-DONG,
GANGSEO-GU, BUSAN, KOREA
˙Tel: 82-51-329-4100

˙Initiated the production in 1976
˙12 production lines for instant noodles &
production facilities for snacks
˙Address: 695-1, MORA-DONG, SASANGGU, BUSAN, KOREA
˙Tel: 82-51-366-1500

˙Tel: 86-532-8527-0155
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112, Yeouidaebang-ro, Dongjak-gu, Seoul
Tel: 82-2-820-7114
www.nongshim.com
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