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Short comment:

Fufeng Group released its 2009 result yesterday. The company's 2009
result was in line with our expectation. The revenue, net profit and EPS
were RMB 4632.88Mn, 928.29Mn and 0.56, while our forecast were RMB
4682.98Mn, 927.99Mn and 0.56.

Starting in 2010, the company will use all of its glutamate acid to produce
MSG, the company will focus on selling MSG to consumers in the future.
With the expansion of MSG production capacity and high price of MSG,
we expect the MSG business to bring in more revenue in the future. We
forecast 2010's MSG revenue will grow 73.16% due to sales volume and
price increase. As the global economy recovers, the demand for xanthan
gum will pick up, resulting in fast growth of xanthan gum business. We
forecast 2010's xanthan gum revenue will grow 40.29%.

The company is developing a series of new amino acid products and
biomass based polymer products, we believe the new products will
diversify the company's products and add future growth driver. We aslo
have confidence on the company's cost control strategy, we expect the
company's GPM to gradually improve over time.

We revised our EPS forecast for 2010, 2011 from RMB 0.77 and 0.82 to
RMB 0.66 and 0.84.The company is transforming itself from an industrial
product manufacturer (glutamate acid) to a consumer product
manufacturer (MSG), therefore we believe the company should enjoy a
higher valuation. We gave the company a 10X 2010 PE and raised 2010
TP from HKD 6.14 to HKD 7.52, representing a 29.28% upside potential
from current price HKD 5.82.We gave the company a buy rating.

The company or its affiliate may have equities of the listed corporation reviewed authorized by law. The company may also provide investment
banking and consulting service to the listed corporation. The Company fulfills its duty of disclosure within its sphere of knowledge. The clients may
contact compliance@swsresearch.com for the relevant disclosure materials. The clients shall have a comprehensive understanding of the

disclosure in the last page.
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Appendix
Table 1: Fufeng Earning Forecast
RMB Mn 2008 2009 2010E 2011E 2012E
Sales 3585.34 4632.88 6127.34 8122.28 10486.88
YoY 46.60% 29.22% 32.26% 32.56% 29.11%
COGS 2941.01 3233.28 4236.72 5581.90 7109.03
Gross profit 644.33 1399.61 1890.63 2540.39 3377.85
GPM 17.97% 30.21% 30.86% 31.28% 32.21%
Selling&distribution costs 166.41  215.72 287.99 381.75 492.88
General Admin expenses 14196 19491 257.35 341.14 440.45
Operating profit 325.38 1048.85 1345.29 1817.50 244452
Finance costs 42.66 25.25 61.27 81.22 104.87
Earning before tax 325.38 1023.60 1284.02 1736.28  2339.65
Tax 30.67 95.31 192.60 347.26 584.91
Earning after tax 294.71  928.29 1091.42 1389.03 1754.74
Net profit attributable to
equity holders of the
company 294.71  928.29 1091.42 1389.03 1754.74
Basic EPS(cents) 17.75 55.92 65.75 83.68 105.71
Diluted EPS(cents) 17.75 55.92 65.75 83.68 105.71
DPS (cents) 8.81 13.21 19.72 25.10 31.71

Source: SWS Research
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Information Disclosure:

The views expressed in this report accurately reflect the personal views of the analyst. The analyst declares that neither he/she nor his/her associate serves
as an officer of nor has any financial interests in relation to the listed corporation reviewed by the analyst. None of the listed corporations reviewed or any third
party has provided or agreed to provide any compensation or other benefits in connection with this report to any of the analyst, the Company or the group
company(ies). A group company(ies) of the Company confirm that they, whether individually or as a group (i) are not involved in any market making activities
for any of the listed corporation reviewed; or (ii) do not have any individual employed by or associated with any group company(ies) of the Company serving as
an officer of any of the listed corporation reviewed; or (i) do not have any financial interest in relation to the listed corporation reviewed or (iv) do not, presently
or within the last 12 months, have any investment banking relationship with the listed corporation reviewed.

Undertakings of the Analyst

Haitao Wang: Equity Analyst

| am conferred the Professional Quality of Securities Investment Consulting Industry by the Securities Association of China or have equivalent professional
competence. | issue this report independently and objectively with due diligence. This report distinctly and accurately reflects my research opinions. | have
never been, am not, and will not be compensated directly or indirectly in any form for the specific recommendations or opinions herein.

Information Disclosure with respect to the Company

The Company fulfills its duty of disclosure within its sphere of knowledge. The clients may contact compliance@swsresearch.com for the relevant disclosure
materials.

Introduction of Share Investment Rating

Security Investment Rating:

When measuring the difference between the markup of the security and that of the market's benchmark within six months after the release of this report, we
define the terms as follows:

Buy: with a markup more than 20% better than that of the market;

Outperform: With a markup 5% to 20% better than that of the market;

Neutral:  with a markup less than 5% better or worse than that of the market;

Underperform:  with a markup more than 5% worse than that of the market.

Industry Investment Rating:

When measuring the difference between the markup of the industry index and that of the market's benchmark within six months after the release of the report,
we define the terms as follows:

Overweight: Industry performs better than that of the whole market;

Neutral: Industry performs about the same as that of the whole market;

Underweight: Industry performs worse than that of the whole market.

We would like to remind you that different security research institutions adopt different rating terminologies and rating standards. We adopt the relative rating
method to recommend the relative weightings of investment. The clients’ decisions to buy or sell securities shall be based on their actual situation, such as their
portfolio structures and other necessary factors. The clients shall read through the whole report so as to obtain the complete opinions and information and shall
not rely solely on the investment ratings to reach a conclusion. The Company employs its own industry classification system. The industry classification is
available at our sales personnel if you are interested.

Triple-C Index is the benchmark employed in this report.

Disclaimer:

This report is to be used solely by the clients of SWS Research Co., Ltd. (hereinafter referred to as the “Company”). The Company will not deem any other
person as its client notwithstanding his receipt of this report.

This report is based on published information which the Company believes to be reliable, however, the authenticity, accuracy or completeness of such
information is not warranted by the Company. The materials, tools, opinions and speculations contained herein are for the clients’ reference only, and are not to
be regarded or deemed as an invitation for the sale or purchase of any security or other investment instruments.

The clients understand that the text message reminder and telephone recommendation are no more than a brief communication of the research opinions, which
are subject to the complete report released on the Company’s website (http://www.swsresearch.com). The clients may ask for follow-up explanations if they
S0 wish.

The materials, opinions and estimates contained herein only reflect the judgment of the Company on the day this report is released. The prices, values and
investment returns of the securities or investment instruments referred to herein may fluctuate. At different periods, the Company may release reports which
are inconsistent with the materials, opinions and estimates contained herein.

The clients shall consider the Company’s possible conflict of interests which may affect the objectivity of this report, and shall not base their investment
decisions solely on this report. The investment and services referred to herein may not be suitable for certain clients and shall not constitute personal advice for
individual clients. The Company does not ensure that this report fully takes into consideration of the particular investment objectives, financial situations or
needs of individual clients. The Company strongly suggests the clients to consider themselves whether the opinions or suggestions herein are suitable for the
clients’ particular situations; and to consult an independent investment consultant if necessary.

Under no circumstances shall the information contained herein or the opinions expressed herein forms an investment recommendation to anyone. Under no
circumstances shall the Company be held responsible for any loss caused by the use of any contents herein by anyone.

Independent investment consultant should be consulted before any investment decision is rendered based on this report or at any request of explanation for
this report where the receiver of this report is not a client of the Company.

The Company possesses all copyrights of this report. The Company reserves all rights related to this report. Unless otherwise indicated in writing, all the
copyrights of all the materials herein belong to the Company. In the absence of any prior authorization by the Company in writing, no part of this report shall be
copied, photocopied, replicated or redistributed to any other person in any form by any means, or be used in any other ways which will infringe upon the
copyrights of the Company. All the trademarks, service marks and marks used herein are trademarks, service marks or marks of the Company, and no one shall
have the right to use them at any circumstances without the prior consent of the Company.

This report may be translated into different languages. The Company does not warrant that the translations are free from errors or discrepancies.

This report is for distribution in Hong Kong only to persons who fall within the definition of professional investors whether under the Securities and Futures
Ordinance (Chapter 571 of the laws of Hong Kong) (the “SFO”) or the Securities and Futures (Professional Investor) Rules (Chapter 571D of the laws of the
Hong Kong under the SFO).

This report is for distribution in the United Kingdom only to persons who (i) have professional experience in matters relating to investments falling within Article
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) order 2001 (as amended) (the “Order”) or (ii) are persons falling within Article
49(2)(a) to (d) (“High Net Worth Companies, Unincorporated Associations, etc”) of the Order (All such persons together being referred to as “Relevant
Persons”). This document is directed only at Relevant Persons. Other Persons who are not Relevant Persons must not act or rely upon this document or any of
its contents.

Neither this report nor any copy of it may be taken or transmitted into the United States of America, its territories or possessions or distributed, directly or
indirectly, in the United States of America, its territories or possessions or to any U.S. person (Within the meaning of Regulation S under the U.S. Securities Act
of 1933, as amended). Any failure to comply with this restriction may constitute a violation of U.S. securities laws. Neither this report nor any copy of it may be
taken or transmitted into Canada. The distribution of this report in other jurisdictions may be restricted by law and persons into whose possession this report
comes should inform themselves about, and observe, any such restrictions. By accepting this report the clients agree to be bound by the foregoing limitations.
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