
中
國
稀
土
控
股
有
限
公
司

C
hina R

are E
arth H

oldings L
im

ited
 (Incorporated in the C

aym
an Islands w

ith lim
ited liability)

(S
tock C

ode: 769)

IN
T

E
R

IM
 R

E
S

U
L

T
S

 A
N

N
O

U
N

C
E

M
E

N
T

 F
O

R
 T

H
E

 S
IX

 M
O

N
T

H
S

 E
N

D
E

D
 30 JU

N
E

 2004
IN

T
E

R
IM

 
R

E
S

U
L

T
S

T
h

e 
B

o
ard

 
o

f 
D

irecto
rs 

(th
e 

“B
o

ard
”) 

o
f 

C
h

in
a 

R
are 

E
arth

H
o

ld
in

g
s 

L
im

ited
 

(th
e 

“C
o

m
p

an
y

”) 
is 

p
leased

 
to

 
an

n
o

u
n

ce 
th

e
u

n
au

d
ited

 
co

n
so

lid
ated

 
in

terim
 

resu
lts 

o
f 

th
e 

C
o

m
p

an
y

 
an

d
 

its
subsidiaries (the “G

roup”) for the six m
onths ended 30 June 2004

together w
ith the com

parative figures for the corresponding period
in

 
2

0
0

3
 

as 
fo

llo
w

s:

C
O

N
D

E
N

S
E

D
 

C
O

N
S

O
L

ID
A

T
E

D
 

IN
C

O
M

E
 

S
T

A
T

E
M

E
N

T
F

or 
th

e 
six 

m
on

th
s

en
d

ed
 

30 
Ju

n
e

2004
2003

N
otes

H
K

$’000
H

K
$’000

(U
n

au
d

ited
)

(U
naudited)

T
urnover

1
336,471

196,549
C

o
st 

o
f 

sales
(247,992)

(156,960)

G
ross 

profit
88,479

39,589
Interest 

incom
e

1,051
1,112

S
elling 

and 
distribution

expenses
(8,391)

(6,028)
A

dm
inistrative 

expenses
(10,738)

(10,126)
O

th
er 

in
co

m
e, 

n
et

559
547

P
rofit 

from
 

operations
70,960

25,094
F

inance 
costs

(1,199)
(93)

P
rofit 

before 
taxation

69,761
25,001

Taxation
2

(8,981)
(2,842)

P
rofit 

before 
m

inority
interests

60,780
22,159

M
inority 

interests
(946)

(336)

N
et 

p
ro

fit 
fo

r 
th

e
period

59,834
21,823

D
ividends

3
–

–

E
arn

in
g

s 
p

er 
sh

are
4

– 
B

asic
6.23 

cen
ts

2.68 
cents

– 
D

iluted
6.23 

cen
ts

N
/A

N
O

T
E

S
 T

O
 T

H
E

 
C

O
N

D
E

N
S

E
D

 
F

IN
A

N
C

IA
L

 
S

T
A

T
E

M
E

N
T

S
1.

S
E

G
M

E
N

T 
IN

F
O

R
M

A
T

IO
N

S
eg

m
en

t in
fo

rm
atio

n
 fo

r th
e six

 m
o

n
th

s en
d

ed
 3

0
 Ju

n
e 2

0
0

4
 an

d
 2

0
0

3
is 

as 
fo

llo
w

s:

(a)
B

u
sin

ess 
seg

m
en

ts

Rare Earth
Refractory

Total
For the six months ended 30 June

2004
2003

2004
2003

2004
2003

HK$’000
HK$’000

HK$’000
HK$’000

HK$’000
HK$’000

(Unaudited)
(Unaudited)

(Unaudited)
(Unaudited)

(Unaudited)
(Unaudited)

TURNOVER
158,574

97,365
177,897

99,184
336,471

196,549

4.
E

A
R

N
IN

G
S

 
P

E
R

 
S

H
A

R
E

T
he calculation of the basic earnings per share is based on the G

roup’s
n

et 
p

ro
fit 

fo
r 

th
e 

p
erio

d
 

o
f 

ap
p

ro
x

im
ately

 
H

K
$

5
9

,8
3

4
,0

0
0

 
(2

0
0

3
:

H
K

$21,823,000) and the w
eighted average num

ber of ordinary shares of
9

6
0

,4
1

4
,5

9
7

 
(2

0
0

3
: 

8
1

4
,4

5
3

,0
5

9
) 

in
 

issu
e 

d
u

rin
g

 
th

e 
p

erio
d

.

T
he calculation of the diluted earnings per share is based on the G

roup’s
n

et 
p

ro
fit 

fo
r 

th
e 

p
erio

d
 

o
f 

ap
p

ro
x

im
ately

 
H

K
$

5
9

,8
3

4
,0

0
0

 
an

d
 

th
e

w
eighted average num

ber of ordinary shares of 961,053,941 in issue after
ad

ju
stin

g
 

fo
r 

th
e 

effect 
o

f 
all 

d
ilu

tiv
e 

p
o

ten
tial 

o
rd

in
ary

 
sh

ares 
d

u
rin

g
the period. N

o dilutive earnings per share w
as show

n for the six m
onths

en
d

ed
 

3
0

 
Ju

n
e 

2
0

0
3

 
as 

th
ere 

w
as 

n
o

 
d

ilu
tiv

e 
p

o
ten

tial 
o

rd
in

ary
 

sh
are

fo
r 

th
at 

p
erio

d
.

M
A

N
A

G
E

M
E

N
T

 
D

IS
C

U
S

S
IO

N
 A

N
D

 
A

N
A

LY
S

IS
F

in
an

cial 
resu

lts
F

o
r 

th
e 

six
 

m
o

n
th

s 
en

d
ed

 
3

0
 

Ju
n

e 
2

0
0

4
, 

th
e 

G
ro

u
p

 
reco

rd
ed

 
a

tu
rn

o
v

er 
o

f 
H

K
$

3
3

6
,4

7
1

,0
0

0
, 

rep
resen

tin
g

 
an

 
in

crease 
o

f 
7

1
%

co
m

p
ared

 
w

ith
 

H
K

$
1

9
6

,5
4

9
,0

0
0

 
in

 
th

e 
co

rresp
o

n
d

in
g

 
p

erio
d

 
o

f
2003. S

ales of rare earth products (including fluorescent m
aterials)

co
n

trib
u

ted
 

4
7

%
 

o
f 

th
e 

G
ro

u
p

’s 
to

tal 
tu

rn
o

v
er, 

am
o

u
n

ted
 

to
H

K
$158,574,000, increased by 63%

 com
pared w

ith H
K

$97,365,000
in the corresponding period last year; sales of refractory m

aterials
(including high tem

perature ceram
ics) during the period am

ounted
to H

K
$177,897,000, representing an increase of 79%

 com
pared w

ith
H

K
$99,184,000 in the corresponding period last year. G

ross profit
m

arg
in

 
su

rg
ed

 
to

 
2

6
%

 
d

u
rin

g
 

th
e 

p
erio

d
 

fro
m

 
2

0
%

 
in

 
th

e
corresponding 

period 
last 

year.

C
o

m
m

en
cin

g
 

th
is 

p
erio

d
, 

W
u

x
i 

X
in

w
ei 

F
lu

o
rescen

t 
M

aterials
C

o
m

p
an

y
 L

im
ited

, a su
b

sid
iary

 o
f th

e G
ro

u
p

, is req
u

ired
 to

 p
ay

a 50%
 reduced E

nterprise Incom
e Tax in the P

R
C

. T
he sam

e goes
for W

uxi 
P

an-A
sia 

H
igh 

Tem
perature 

C
eram

ics 
C

om
pany 

L
im

ited
(“W

u
x

i 
P

an
-A

sia”) 
w

h
ich

 
th

e 
G

ro
u

p
 

recen
tly

 
acq

u
ired

. 
T

h
u

s,
tax

atio
n

 
fo

r 
th

e 
p

erio
d

 
am

o
u

n
ted

 
to

 
H

K
$

8
,9

8
1

,0
0

0
, 

sig
n

ifican
tly

h
ig

h
er 

th
an

 
th

at 
o

f 
th

e 
co

rresp
o

n
d

in
g

 
p

erio
d

 
last 

y
ear. 

A
fter

deducting taxation and m
inority interests, net profit for the period

reached H
K

$59,834,000, representing an increase of 1.7 tim
es w

hen
com

pared w
ith the corresponding period last year. N

et profit m
argin

ro
se 

to
 

1
8

%
. 

E
arn

in
g

s 
p

er 
sh

are 
w

as 
H

K
6

.2
3

 
cen

ts.

B
u

sin
ess 

review
R

a
re 

E
a

rth
 

B
u

sin
ess

In
 th

e first h
alf o

f 2
0

0
4

, as th
e eco

n
o

m
y

 reco
v

ered
, th

e d
em

an
d

fo
r 

rare 
earth

 
p

ro
d

u
cts 

g
rew

. 
F

u
rth

erm
o

re, 
w

ith
 

th
e 

ch
an

g
in

g
 

o
f

the export tax rebate policy for rare earth products by the C
hinese

g
o

v
ern

m
en

t, 
p

rices 
o

f 
so

m
e 

o
f 

th
e 

rare 
earth

 
p

ro
d

u
cts 

ro
se 

an
d

in turn led to stronger dem
and for and higher prices of dow

nstream
p

ro
d

u
cts 

o
f 

rare 
earth

 
o

x
id

es.

D
uring the period under review

, the G
roup sold about 1,950 tonnes

o
f 

rare 
earth

 
p

ro
d

u
cts. 

T
h

o
u

g
h

 
th

e 
g

ro
w

th
 

in
 

sales 
v

o
lu

m
e 

w
as

slightly below
 10%

, sales am
ount increased by over 60%

. S
elling

prices on certain rare earth products such as lanthanum
 oxide and

ceriu
m

 
o

x
id

e 
rem

ain
ed

 
lo

w
, 

w
h

ile 
p

rices 
o

f 
o

th
er 

rare 
earth

p
ro

d
u

cts 
su

ch
 

as 
terb

iu
m

 
o

x
id

e 
an

d
 

d
y

sp
ro

siu
m

 
o

x
id

e 
su

rg
ed

 
a

fold. S
hortage of supply of these products and enorm

ous dem
and

o
f 

th
e 

ap
p

licatio
n

 
in

d
u

stries 
w

ere 
th

e 
m

ajo
r 

reaso
n

s 
fo

r 
th

e
increase in prices. A

s for production cost, the prices of both raw

su
p

p
ly, 

raisin
g

 
sales 

p
rice 

o
f 

p
ro

d
u

cts 
an

d
 

en
h

an
cin

g
 

in
tern

al
m

an
ag

em
en

t, 
it 

is 
effectiv

ely
 

red
u

ced
 

th
e 

u
n

fav
o

rab
le 

im
p

act 
o

n
th

e 
o

p
erativ

e 
en

v
iro

n
m

en
t 

o
f 

th
e 

G
ro

u
p

.

R
a

re 
E

a
rth

 
B

u
sin

ess
T

he continuous pursuance of technological excellence and product
u

p
g

rad
e 

are 
v

ital 
fo

r 
th

e 
G

ro
u

p
 

in
 

m
eetin

g
 

m
ark

et 
d

em
an

d
; 

an
d

the developm
ent of new

 applications of rare earth products is the
w

ay to go. W
ith advantage in rare earth separation, the G

roup w
ill

striv
e 

to
 

b
ro

ad
en

 
an

d
 

d
eep

en
 

th
e 

d
ev

elo
p

m
en

t 
o

f 
v

alu
e-ad

d
ed

products. T
he additional trichrom

atic fluorescent pow
der production

facilities 
and 

new
 

rare 
earth 

polishing 
pow

der 
production 

project
w

ill 
b

o
th

 
co

m
m

en
ce 

o
p

eratio
n

 
in

 
th

e 
n

ear 
fu

tu
re, 

p
ro

m
isin

g
 

to
b

rin
g

 in
 b

etter retu
rn

s to
 th

e G
ro

u
p

. To
 satisfy

 cu
sto

m
ers’ risin

g
req

u
irem

en
ts, 

th
e 

G
ro

u
p

 
w

ill 
co

n
tin

u
e 

to
 

in
v

est 
reso

u
rces 

to
strengthen its production facilities for producing yet better quality
products. O

n the other hand, the G
roup w

ould continue to devote
itself 

in
 

seek
in

g
 

o
p

p
o

rtu
n

ity
 

to
 

co
o

p
erate 

w
ith

 
rare 

earth
 

m
in

es.

R
efra

cto
ry 

M
a

teria
ls 

B
u

sin
ess

A
s 

m
ark

et 
d

em
an

d
 

fo
r 

m
id

d
le 

to
 

h
ig

h
-en

d
 

refracto
ry

 
p

ro
d

u
cts

in
creases, th

e G
ro

u
p

 w
ill co

n
tin

u
e to

 lev
erag

e its eq
u

ip
m

en
t an

d
tech

n
o

lo
g

y
 

ad
v

an
tag

es 
to

 
im

p
ro

v
e 

ex
istin

g
 

p
ro

d
u

ctio
n

 
facilities.

N
ew

 
production 

lines 
of 

castable 
m

aterials, 
highly 

densed 
zirco

n
an

d
 

h
ig

h
ly

 
d

en
sed

 
ch

ro
m

e 
b

rick
s 

are 
u

n
d

er 
co

n
stru

ctio
n

. 
To

en
h

an
ce 

m
ark

et 
co

m
p

etitiv
en

ess, 
th

e 
G

ro
u

p
 

w
ill 

ad
ju

st 
th

e 
sco

p
e

an
d

 
q

u
ality

 
o

f 
refracto

ry
 

p
ro

d
u

cts 
to

 
satisfy

 
ch

an
g

in
g

 
m

ark
et

dem
and and further increase investm

ent in developing new
 refractory

p
ro

d
u

cts. 
F

u
rth

erm
o

re, 
th

e 
G

ro
u

p
 

w
ill 

step
 

u
p

 
co

-o
p

eratio
n

 
w

ith
raw

 
m

aterial 
su

p
p

liers 
o

f 
refracto

ry
 

m
aterials 

w
ith

 
th

e 
aim

 
o

f
k

eep
in

g
 co

sts lo
w

. W
h

ile m
ain

tain
in

g
 its sh

are o
f th

e m
etallu

rg
y

an
d

 
co

n
stru

ctio
n

 
m

aterial 
m

ark
et, 

it 
w

ill 
co

n
tin

u
e 

to
 

seek
 

to
develop m

arkets in the petrochem
ical and electrical pow

er industries,
m

aking sure that the G
roup’s refractory m

aterials business adapts
to 

both 
technological 

and 
m

arketing 
requirem

ents.

M
erger 

an
d

 
acq

u
isition

P
u

rsu
an

t 
to

 
th

e 
reso

lu
tio

n
s 

p
assed

 
at 

th
e 

ex
trao

rd
in

ary
 

g
en

eral
m

eetin
g

 
h

eld
 

o
n

 
2

9
 

Jan
u

ary
 

2
0

0
4

, 
th

e 
G

ro
u

p
 

acq
u

ired
 

D
y

n
am

ic
G

oal W
orldw

ide Inc. and its subsidiary, W
uxi P

an-A
sia, w

hich is
involved in high tem

perature ceram
ics business. T

he consideration
o

f 
H

K
$

2
0

7
,0

0
0

,0
0

0
 

w
as 

satisfied
 

b
y

 
allo

ttin
g

 
an

d
 

issu
in

g
1

7
2

,5
0

0
,0

0
0

 
n

ew
 

sh
ares 

at 
a 

p
rice 

o
f 

H
K

$
1

.2
0

 
each

. 
N

et 
asset

value of the acquired object am
ounted to H

K
$63,505,000 that led

to
 

g
o

o
d

w
ill 

at 
H

K
$

1
4

3
,4

9
5

,0
0

0
. 

G
o

o
d

w
ill 

is 
am

o
rtised

 
o

v
er 

2
0

years.

T
h

e 
acq

u
isitio

n
 

allo
w

ed
 

th
e 

G
ro

u
p

 
to

 
ex

ten
d

 
th

e 
reach

 
o

f 
its

refracto
ry

 
m

aterials 
b

u
sin

ess 
to

 
co

v
er 

h
ig

h
 

tem
p

eratu
re 

ceram
ics

an
d

 
b

ro
ad

en
ed

 
its 

p
ro

d
u

ct 
categ

o
ry. 

W
ith

 
a 

rap
id

ly
 

g
ro

w
in

g
b

u
sin

ess 
an

d
 

relativ
ely

 
h

ig
h

 
g

ro
ss 

p
ro

fit 
m

arg
in

, 
th

e 
b

u
sin

ess 
o

f
W

u
x

i 
P

an
-A

sia 
w

ill 
g

en
erate 

h
ig

h
er 

p
ro

fit 
fo

r 
th

e 
G

ro
u

p
.

L
iq

u
id

ity 
an

d
 

fin
an

cial 
resou

rces
A

s 
at 

3
0

 
Ju

n
e 

2
0

0
4

, 
th

e 
G

ro
u

p
 

h
ad

 
cash

 
an

d
 

b
an

k
 

b
alan

ces 
o

f
approxim

ately 
H

K
$249,949,000. 

F
rom

 
the 

assets 
and 

liabilities 
of

th
e 

n
ew

ly
 

acq
u

ired
 W

u
x

i 
P

an
-A

sia, 
th

ere 
w

as 
a 

sh
o

rt-term
 

b
an

k
lo

n
o

f
R

M
B

5
0

0
0

0
0

0
0

e
to

th
e

G
ro

p
A

lth
o

g
h

th
ere

w
s



(a)
B

u
sin

ess 
seg

m
en

ts

Rare Earth
Refractory

Total
For the six months ended 30 June

2004
2003

2004
2003

2004
2003

HK$’000
HK$’000

HK$’000
HK$’000

HK$’000
HK$’000

(Unaudited)
(Unaudited)

(Unaudited)
(Unaudited)

(Unaudited)
(Unaudited)

TURNOVER
158,574

97,365
177,897

99,184
336,471

196,549

RESULTS
Segment results

25,999
9,818

50,330
19,419

76,329
29,237

Unallocated
corporate expenses

(6,979)
(5,802)

Interest income
1,051

1,112
Other income, net

559
547

Profit from operations
70,960

25,094

R
are 

E
arth:

T
h

e 
m

an
u

factu
re 

an
d

 
sale 

o
f 

rare 
earth

 
p

ro
d

u
cts

including 
fluorescent 

products

R
efractory:

T
h

e 
m

an
u

factu
re 

an
d

 
sale 

o
f 

refracto
ry

 
p

ro
d

u
cts

including 
high 

tem
perature 

ceram
ics 

products

(b)
G

eographical 
segm

ents

T
u

rn
over 

b
y

geograp
h

ical 
m

ark
et

F
o

r 
th

e 
six

 
m

o
n

th
s

en
d

ed
 

30 
Ju

n
e

2004
2003

H
K

$’000
H

K
$’000

T
h

e 
P

eo
p

le’s 
R

ep
u

b
lic 

o
f 

C
h

in
a

(“the 
P

R
C

”)
259,900

112,838
Japan

35,942
49,277

E
urope

35,467
29,396

T
h

e 
U

n
ited

 
S

tates 
o

f A
m

erica
3,690

2,430
O

thers
1,472

2,608

336,471
196,549

O
v

er 9
0

%
 o

f seg
m

en
t assets o

f th
e G

ro
u

p
 are lo

cated
 in

 th
e P

R
C

.

2.
T

A
X

A
T

IO
N

F
o

r 
th

e 
six

 
m

o
n

th
s

en
d

ed
 

30 
Ju

n
e

2004
2003

H
K

$’000
H

K
$’000

E
n

terp
rise 

in
co

m
e 

tax
 

(“E
IT

”)
–

 
T

h
e 

P
R

C
 

su
b

sid
iaries

8,981
2,842

H
o

n
g

 
K

o
n

g
 

P
ro

fits T
ax

 
h

as 
n

o
t 

b
een

 
p

ro
v

id
ed

 
fo

r 
in

 
th

e 
fin

an
cial

statem
en

ts as th
e G

ro
u

p
 d

id
 n

o
t d

eriv
e an

y
 assessab

le p
ro

fits in
 H

o
n

g
K

ong.

E
IT

 has been provided at the prevailing rates on the estim
ated assessable

p
ro

fits 
ap

p
licab

le 
to

 
each

 
P

R
C

 
su

b
sid

iary.

P
u

rsu
an

t to
 th

e relev
an

t tax
 law

s in
 th

e P
R

C
, su

b
sid

iaries in
 th

e P
R

C
are entitled to full exem

ption from
 E

IT
 for tw

o years starting from
 their

first 
p

ro
fit-m

ak
in

g
 

y
ear 

after 
o

ffsettin
g

 
all 

lo
sses 

b
ro

u
g

h
t 

fo
rw

ard
,

fo
llo

w
ed

 
b

y
 

a 
5

0
%

 
red

u
ctio

n
 

fo
r 

th
e 

n
ex

t 
th

ree 
y

ears 
th

ereafter.

D
u

rin
g

 th
e p

erio
d

, fo
u

r (2
0

0
3

: tw
o

) P
R

C
 su

b
sid

iaries are en
titled

 to
 a

5
0

%
 

red
u

ctio
n

 
o

f 
E

IT
.

T
he G

roup did not have any significant unprovided deferred taxation for
th

e 
p

erio
d

 
o

r 
at 

3
0

 
Ju

n
e 

2
0

0
4

.

3.
D

IV
ID

E
N

D
S

D
u

rin
g

 
th

e 
p

erio
d

, 
a 

fin
al 

d
iv

id
en

d
 

fo
r 

2
0

0
3

 
o

f 
H

K
$

0
.0

2
 

p
er 

sh
are

am
ounted to approxim

ately H
K

$19,739,000 w
as declared and paid. D

uring
the six m

onths ended 30 June 2003, no dividend w
as declared and paid.

o
f 

rare 
earth

 
p

ro
d

u
cts. 

T
h

o
u

g
h

 
th

e 
g

ro
w

th
 

in
 

sales 
v

o
lu

m
e 

w
as

slightly below
 10%

, sales am
ount increased by over 60%

. S
elling

prices on certain rare earth products such as lanthanum
 oxide and

ceriu
m

 
o

x
id

e 
rem

ain
ed

 
lo

w
, 

w
h

ile 
p

rices 
o

f 
o

th
er 

rare 
earth

p
ro

d
u

cts 
su

ch
 

as 
terb

iu
m

 
o

x
id

e 
an

d
 

d
y

sp
ro

siu
m

 
o

x
id

e 
su

rg
ed

 
a

fold. S
hortage of supply of these products and enorm

ous dem
and

o
f 

th
e 

ap
p

licatio
n

 
in

d
u

stries 
w

ere 
th

e 
m

ajo
r 

reaso
n

s 
fo

r 
th

e
increase in prices. A

s for production cost, the prices of both raw
an

d
 

au
x

iliary
 

m
aterials 

ro
se 

an
d

 
fu

el 
p

rice 
in

creased
 

b
y

 
3

0
%

because of shortage of resources. D
espite of these, the gross profit

m
argin of the G

roup’s rare earth business in the first half of 2004
still 

ro
se 

to
 

1
5

%
 

fro
m

 
last 

y
ear’s 

1
0

%
. 

In
 

term
s 

o
f 

m
ark

et
perform

ance, heeding the im
pending reduction of export tax rebate

on rare earth products by the C
hinese governm

ent in 2004, several
of the G

roup’s m
ajor overseas custom

ers ordered in advance at the
en

d
 o

f 2
0

0
3

, h
en

ce affected
 th

e tu
rn

o
v

er fro
m

 ex
p

o
rt in

 th
e first

quarter of 2004. T
hough the G

roup secured several new
 custom

ers
in

 
th

e 
first 

h
alf 

o
f 

2
0

0
4

, 
tu

rn
o

v
er 

co
n

trib
u

ted
 

fro
m

 
o

v
erseas

m
ark

ets 
d

ecreased
 

to
 

less 
th

an
 

3
0

%
 

fro
m

 
4

0
%

 
in

 
2

0
0

3
. 

In
p

articu
lar, 

sales 
to

 
Jap

an
ese 

m
ark

et 
d

ro
p

p
ed

 
sig

n
ifican

tly
 

an
d

co
n

trib
u

ted
 

less 
th

an
 

5
%

 
o

f 
th

e 
tu

rn
o

v
er. 

H
o

w
ev

er, 
w

ith
 

th
e

developm
ent of the dow

nstream
 products of rare earth oxides and

broadening of rare earth applications, dom
estic m

arket dem
and grew

rap
id

ly, h
en

ce o
ffset th

e im
p

act o
f th

e d
ecreased

 ex
p

o
rt sales o

n
the 

G
roup.

B
esides, continuous im

provem
ent on the production technology of

trichrom
atic phosphor, a rare earth application m

aterial, resulted in
th

e b
etterm

en
t o

f th
e p

ro
d

u
ct in

 b
o

th
 q

u
an

tity
 an

d
 q

u
ality. W

ith
g

ro
w

in
g

ly
 

ten
se 

electricity
 

su
p

p
ly, 

th
e 

p
u

b
lic 

h
as 

b
een

 
u

rg
ed

 
to

cut electricity consum
ption. P

rom
otion of using energy-saving rare

earth
 

trich
ro

m
atic 

lig
h

ts 
p

resen
ts 

im
m

en
se 

o
p

p
o

rtu
n

ities 
to

 
th

e
G

roup. D
uring the review

 period, the G
roup’s sales of fluorescent

p
o

w
d

er 
in

creased
 

b
y

 
slig

h
tly

 
o

v
er 

5
0

%
 

co
m

p
ared

 
to

 
th

at 
o

f 
th

e
co

rresp
o

n
d

in
g

 
p

erio
d

 
last 

y
ear. 

G
ro

ss 
p

ro
fit 

m
arg

in
 

rem
ain

ed
 

at
20%

.

R
efra

cto
ry 

M
a

teria
ls 

B
u

sin
ess

R
efracto

ry
 

m
aterials 

b
u

sin
ess 

o
f 

th
e 

G
ro

u
p

 
co

n
tin

u
ed

 
its 

stab
le

g
ro

w
th

 
w

ith
 

d
o

m
estic 

m
ark

et 
as 

its 
m

ajo
r 

fo
cu

s. 
D

o
m

estic 
sales

recovered after the drop prom
pted by the outbreak of S

evere A
cute

R
espiratory S

yndrom
e last year, to approxim

ately 26,800 tonnes in
th

e 
first 

h
alf 

o
f 

2
0

0
4

, 
rep

resen
tin

g
 

an
 

in
crease 

o
f 

ab
o

u
t 

3
0

%
co

m
p

ared
 

w
ith

 
th

e 
co

rresp
o

n
d

in
g

 
p

erio
d

 
last 

y
ear. 

G
ro

ss 
p

ro
fit

m
arg

in
 

rem
ain

ed
 

at 
o

v
er 

3
0

%
.

S
triving to expand its product portfolio, the G

roup penetrated into
high 

tem
perature 

ceram
ics 

business 
through 

an 
acquisition 

during
th

e 
rev

iew
 

p
erio

d
. 

H
ig

h
 

tem
p

eratu
re 

ceram
ics 

fall 
w

ith
in

 
th

e
category of special refractory m

aterials and are used prim
arily by

the electrical pow
er industry. W

ith the electricity supply constantly
fallin

g
 

sh
o

rt 
o

f 
g

ro
w

in
g

 
d

o
m

estic 
d

em
an

d
 

lead
in

g
 

to
 

g
ro

w
th

 
in

electricity supply facilities and developm
ent of industries such as

non-ferrous m
etals, the G

roup’s high tem
perature ceram

ics business
is 

p
resen

ted
 

w
ith

 
ab

u
n

d
an

t 
o

p
p

o
rtu

n
ities. 

A
s 

th
e 

sp
ecificatio

n
req

u
irem

en
ts 

o
f 

h
ig

h
 

tem
p

eratu
re 

ceram
ics 

are 
stricter 

th
an

co
n

v
en

tio
n

al 
refracto

ry
 

m
aterials, 

it 
h

as 
a 

h
ig

h
er 

g
ro

ss 
p

ro
fit

m
argin of close to 40%

. In the first half of 2004, W
uxi P

an-A
sia

sold about 6,400 tonnes of high tem
perature ceram

ics products. T
he

S
ialo

n
 

p
ro

d
u

ctio
n

 
lin

e 
w

h
ich

 
co

m
m

en
ced

 
o

p
eratio

n
 

in
 

th
e 

first
q

u
arter o

f 2
0

0
4

 serv
ed

 as a n
ew

 g
ro

w
th

 d
riv

er fo
r th

e b
u

sin
ess

developm
ent.

P
rosp

ects
In the first half of 2004, the rise in production cost resulting from
p

rice 
su

rg
es 

o
f 

raw
 

an
d

 
au

x
iliary

 
m

aterials 
an

d
 

sh
o

rtag
e 

o
f

electricity supply w
as a challenge for the G

roup. H
ow

ever, through
th

e 
effo

rts 
o

f 
d

ifferen
t 

d
ep

artm
en

ts 
in

 
ad

ju
stin

g
 

p
ro

d
u

ctio
n

,
co

m
p

en
satin

g
 

o
f 

electricity
 

sh
o

rtag
es 

w
ith

 
self-g

en
erated

 
p

o
w

er

an
d

 
b

ro
ad

en
ed

 
its 

p
ro

d
u

ct 
categ

o
ry. 

W
ith

 
a 

rap
id

ly
 

g
ro

w
in

g
b

u
sin

ess 
an

d
 

relativ
ely

 
h

ig
h

 
g

ro
ss 

p
ro

fit 
m

arg
in

, 
th

e 
b

u
sin

ess 
o

f
W

u
x

i 
P

an
-A

sia 
w

ill 
g

en
erate 

h
ig

h
er 

p
ro

fit 
fo

r 
th

e 
G

ro
u

p
.

L
iq

u
id

ity 
an

d
 

fin
an

cial 
resou

rces
A

s 
at 

3
0

 
Ju

n
e 

2
0

0
4

, 
th

e 
G

ro
u

p
 

h
ad

 
cash

 
an

d
 

b
an

k
 

b
alan

ces 
o

f
approxim

ately 
H

K
$249,949,000. 

F
rom

 
the 

assets 
and 

liabilities 
of

th
e 

n
ew

ly
 

acq
u

ired
 W

u
x

i 
P

an
-A

sia, 
th

ere 
w

as 
a 

sh
o

rt-term
 

b
an

k
lo

an
 o

f R
M

B
5

0
,0

0
0

,0
0

0
 ad

d
ed

 to
 th

e G
ro

u
p

. A
lth

o
u

g
h

 th
ere w

as
su

ch
 

a 
b

an
k

 
lo

an
, 

th
e 

G
ro

u
p

 
still 

h
ad

 
n

et 
cu

rren
t 

assets 
o

f
approxim

ately H
K

$595,917,000 as at the end of the period. T
otal

liab
ilities 

to
 

to
tal 

assets 
ratio

 
in

creased
 

to
 

1
0

%
.

T
h

e G
ro

u
p

 w
as n

o
t ex

p
o

sed
 to

 m
aterial fo

reig
n

 ex
ch

an
g

e risk
 o

r
in

terest 
rate 

risk
. 

T
h

ere 
w

as 
n

o
 

ch
arg

e 
o

n
 

assets 
o

f 
th

e 
G

ro
u

p
.

S
taff 

an
d

 
rem

u
n

eration
A

t 
3

0
 

Ju
n

e 
2

0
0

4
, 

th
e 

G
ro

u
p

 
h

ad
 

a 
w

o
rk

fo
rce 

o
f 

ap
p

ro
x

im
ately

1,350 staff. C
om

prehensive rem
uneration and w

elfare packages are
o

ffered
 

to
 

th
em

. 
D

u
rin

g
 

th
e 

p
erio

d
 

u
n

d
er 

rev
iew

, 
H

K
$

9
,0

9
5

,0
0

0
w

as 
in

cu
rred

 
in

 
staff 

co
sts 

in
clu

d
in

g
 

d
irecto

rs’ 
em

o
lu

m
en

ts. 
T

h
e

sh
are 

o
p

tio
n

 
sch

em
e 

h
as 

b
een

 
re-estab

lish
ed

 
p

u
rsu

an
t 

to
 

th
e

reso
lu

tio
n

s p
assed

 at th
e an

n
u

al g
en

eral m
eetin

g
 h

eld
 o

n
 4

 Ju
n

e
2004.

IN
T

E
R

IM
 

D
IV

ID
E

N
D

T
he B

oard does not recom
m

end the paym
ent of an interim

 dividend
fo

r 
th

e 
six

 
m

o
n

th
s 

en
d

ed
 

3
0

 
Ju

n
e 

2
0

0
4

.

P
U

R
C

H
A

S
E

, S
A

L
E

 O
R

 R
E

D
E

M
P

T
IO

N
 O

F
 T

H
E

 C
O

M
P

A
N

Y
’S

L
IS

T
E

D
 

S
E

C
U

R
IT

IE
S

T
h

ere 
h

as 
b

een
 

n
o

 
p

u
rch

ase, 
sale 

o
r 

red
em

p
tio

n
 

o
f 

an
y

 
o

f 
th

e
C

o
m

p
an

y
’s 

listed
 

secu
rities 

b
y

 
th

e 
G

ro
u

p
 

d
u

rin
g

 
th

e 
six

 
m

o
n

th
s

en
d

ed
 

3
0

 
Ju

n
e 

2
0

0
4

.

A
U

D
IT

 
C

O
M

M
IT

T
E

E
T

he A
udit C

om
m

ittee has review
ed the accounting principles and

p
ractices 

ad
o

p
ted

 
b

y
 

th
e 

G
ro

u
p

 
an

d
 

d
iscu

ssed
 

au
d

itin
g

, 
in

tern
al

control and financial reporting m
atters, including the review

 of the
interim

 financial statem
ents for the six m

onths ended 30 June 2004
w

h
ich

 
h

av
e 

n
o

t 
b

een
 

au
d

ited
.

C
O

D
E

 
O

F
 

B
E

S
T

 
P

R
A

C
T

IC
E

N
o

n
e 

o
f 

th
e 

d
irecto

rs 
is 

aw
are 

o
f 

an
y

 
in

fo
rm

atio
n

 
th

at 
w

o
u

ld
reaso

n
ab

ly
 in

d
icate th

at th
e C

o
m

p
an

y
 is n

o
t, o

r w
as n

o
t fo

r an
y

p
art o

f th
e six

 m
o

n
th

s en
d

ed
 3

0
 Ju

n
e 2

0
0

4
, in

 co
m

p
lian

ce w
ith

the C
ode of B

est P
ractice as set out in A

ppendix 14 of the R
ules

G
o

v
ern

in
g

 
th

e 
L

istin
g

 
o

f 
S

ecu
rities 

o
n

 
T

h
e 

S
to

ck
 

E
x

ch
an

g
e 

o
f

H
o

n
g

 
K

o
n

g
 

L
im

ited
 

(th
e 

“L
istin

g
 

R
u

les”), 
ex

cep
t 

th
at 

th
e

appointm
ents of non-executive directors have been renew

ed w
ithout

a 
sp

ecific 
term

.

D
IR

E
C

T
O

R
S

 O
F

 T
H

E
 C

O
M

P
A

N
Y

 A
S

 A
T

 T
H

E
 D

A
T

E
 O

F
 T

H
IS

A
N

N
O

U
N

C
E

M
E

N
T

E
xecutive 

D
irectors:

Independent 
non-executive 

D
irectors:

Jiang 
Q

uanlong
L

iu
 

Y
u

jiu
Q

ian Y
uanying

H
uang 

C
hunhua

F
an

 Y
aju

n

P
U

B
L

IC
A

T
IO

N
 O

F IN
T

E
R

IM
 R

E
S

U
L

T
S

 O
N

 T
H

E
 W

E
B

S
IT

E
 O

F
T

H
E

 
S

T
O

C
K

 
E

X
C

H
A

N
G

E
A

ll th
e in

fo
rm

atio
n

 o
f th

e C
o

m
p

an
y

 req
u

ired
 b

y
 p

arag
rap

h
 4

6
 o

f
A

ppendix 16 of the L
isting R

ules w
ill be published on the w

ebsite
of T

he S
tock E

xchange of H
ong K

ong L
im

ited (w
w

w
.hkex.com

.hk)
in

 
d

u
e 

co
u

rse.

B
y

 
o

rd
er 

o
f 

th
e 

B
o

ard
Jian

g 
Q

u
an

lon
g

C
hairm

an

H
o

n
g

 
K

o
n

g
, 

9
 

S
ep

tem
b

er 
2

0
0

4


