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CHINA RARE EARTH ANNOUNCES THE PLACEMENT OF 

105.2 MILLION NEW SHARES AT HK$2.45 PER SHARE

RAISES APPROXIMATELY HK$254.5 MIILION

(Hong Kong, 10 July 2001) – China Rare Earth Holdings Limited (“CREH”) (Stock code: 769), the leading manufacturer of rare earth and refractory products in Hong Kong, today announced the placement of 105.2 million new shares at HK$2.45 each.  The shares are being placed with professional and institutional investors.  Placing price represents 6.7% discount to the closing price of HK$2.625 per share on 9 July 2001.

CREH will raise approximately HK$254.5 million from the placement.  Proceeds will be used for the expansion of production capacity of refractory materials and the development of down stream value-added products including rare earth metal and fluorescent powder.  Balance will be used as general working capital.

The 105.2 million shares represent approximately 14.83% of the Company’s existing issued share capital or approximately 12.92% of the issued share capital as enlarged by the subscription.  Upon completion of the share placement, the stake held by YY Holdings Limited in CREH will be reduced from 58.51% to 50.95%. 

Mr. Jiang Quanlong, Chairman of CREH said, "We are very pleased that the Company received tremendous support from investors. Despite poor market conditions and the small discount of 6.7%, investors’ demand for the Company’s placement shares remained strong.  We anticipate that the Company will grow even further with more participation of institutional investors.”

Since the listing of the shares of the Company on the Stock Exchange of Hong Kong in October 1999, the Company’s businesses have witnessed rapid expansion and recorded double-digit growth.  For the year ended 31 December 2000, the Group’s profit has increased 74%. Through the years, the Company received strong support from the investors.  
In order to cope with the future business expansion and to satisfy the institutional investors’ demand, the Board of Directors has decided to the placement of new shares to professional and institutional investors.  As a result, the liquidity of the Company’s shares will be increased further.
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Up to 28 June 2001, the Company has invested HK$150 million for the completion of its phase 2 construction project of rare earth separating production line.  It is expected that the investment will be covered in two to three years.  Equipped with innovative and the latest technology, cutting edge techniques and the most advanced on-line controlling systems, the production line is the largest facility of its kind in the PRC and is able to separate 15 high purity single rare earth materials in a single process. The production line increases the Group’s operational cost efficiency and yield rate, and contributes to the Group’s solid foundations in its future development of high purity, valued-added rare earth products.

The proceeds of the placement will be used for the expansion of production capacity of quality refractory materials by 30,000 tonnes per annum and the development of down stream value-added products including the expansion of fluorescent powder and rare earth metal production facilities.  Balance will be used as general working capital.  The Group has scheduled to implement the aforesaid projects by the end of 2001 and early 2002.  Upon the completion of the construction, the profit margins of those rare earth metal products and fluorescent powder will surge substantially.  The increased volume of refractory materials are catered for the cooperation plan with Krosaki Harima Corporation and the export market, which is essential to the long term development of the Group.  Based on the solid foundations, the Group issued shares to enrich its business development in the future.       

With the continuing development of hi-tech products and global concerns with regard to environmental protection and energy savings, there is huge market potential for quality rare earth products.  The management is therefore fully confident with the future performance of the Company.

The Company is listed on the Stock Exchange of Hong Kong.  Its principal businesses are the manufacture and sale of rare earth products and high-grade refractory materials.  The Group’s rare earth products require specialist technological know-how such as europium oxide, dysprosium oxide, terbium oxide, yttrium oxide and lutecium oxide, which enjoy higher profit margins.  These products are broadly used in the manufacturing of PDP plasma displays, energy efficient lighting, mobile phone batteries, magnetic materials, x-ray materials, superconductors, materials for nano technology, fibre optics and precision medical optics.  Orders for the year have been received which will contribute significantly to the Group’s turnover. Refractory products are used extensively in the steel, glass and petrochemical industries.

Over 50% of the Company’s products are sold to overseas customers, many of which are large, multinational blue chip companies such as GE, OSRAM, Samsung, New Japan Steel and Shanghai Baoshan Steel.
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