[For Immediate Release]
China Rare Earth Records Satisfactory performance

*

*
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Collaborates with Inner Mongolia Baotou Steel

Aims to Stabilize Product Prices and Supply and Demand, 

Also enhances rare earth industry transparency
(Hong Kong, 3rd January 2002) – China Rare Earth Holdings Limited ("CRE") (stock code: 0769), the leading manufacturer of rare earth and refractory products in Hong Kong announced that the Group continued to record satisfactory performance and is committed to improve the transparency of the rare earth industry. The Group’s strategic partnership with a Shanghai A Shares listed company - Inner Mongolia Baotou Steel Rare Earth Hi-Tech Co. Ltd. (“Baotou Steel”), which began at the end of 2001, also continued to develop smoothly.

Aiming to stabilize rare earth product prices and balance the supply and demand of products whilst also enhancing its market competitiveness, the Group has formed an all round cooperation with Inner Mongolia Baotou Steel with regard to the extraction of rare earth materials and the sale of products. This collaboration is now reaping satisfactory results. Additionally, to improve industry transparency, both parties jointly cooperating in the preparation work for the set up of rare earth index in the Hong Kong and London Future markets, serving as the price-setting index for the industry.  

CRE is the largest manufacturer of rare earth products in Southern PRC.  It is able to produce top quality rare earth products reaching purities of 99.9999% with raw materials extracted from both the Northern and Southern rare earth ores.  Its annual production capacity of rare earth products reaches 6,500 tonnes (REO).   CRE’s products accounted for approximately 15% of the world’s total market share.  Leveraging its advanced technology know-how, the Group is able to separate all 15 rare earth products in a single process and provide a total of 31 products for sale. 
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In 2001, the Group’s five best selling products are Lanthanum, Yttrium Europium, Cerium, Neodymium and Dysprosium, accounted for 50% of the Group’s sales of rare earth products. Prices ranged from US$4 to US$50 per kg, some other product prices even reached US$1,000 per kg. The price of such chemical products can vary greatly due to the difference in product elements, requirements, purification standard and usage. 

Mr. Jiang Quanlong, the Chairman of CRE said, “The unfavorable market condition has led to a downward adjustment in general rare earth product prices in 2001.  Although some of the Group’s product prices have decreased slightly last year; we were able to maintain a good financial performance.  This was mainly attributable to the Group’s commitment in providing high purified and good quality rare earth and refractory products, which enabled us to gain solid support and established long-term and good business relationship with many renowned customers, such as GE, OSRAM, Samsung, MQ, Nippon Electronic Glass and Panasonic.  Additionally, the Group has placed great effort to improve its cost-efficiencies via the expansion of production facilities and deploy professionals and specialists in the past 2 years, contributing a solid foundation for the Group.”

The unique rare earth products have various applications. Last year, the Group’s products were broadly used in electronic products, glass and energy-saving light products, which accounted for over 50% of the rare earth product total sales. It was also widely used in many industries, including magnetic memory chips and monitors of computers; motors, safety glass, body, waste gas disposal processors of automobiles; and optical fibre, superconductors, mobile phone batteries, sophisticated optic equipment, environmental protection products as well as fertilizers and anti-UV refinery processes for the glass and jewelry industries.  

Apart from its rare earth products, the Group’s another core business - refractory products, accounted for 40% of the Group’s total turnover.  Its annual production capacity reaches 50,000 tonnes. Following the completion of the second phase facility expansion in the first half of 2002, the annual production capacity will surge to 80,000 tonnes. 
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The Group’s refractory products are used extensively in heat-treatment facilities for the various industries. These include petrochemicals, steel metallurgy, non-ferrous metallurgy, glass, construction materials, chemical fertilizers and the ceramics industries.  Most customers are large steel manufacturers including New Japan Steel and Shanghai Baoshan Steel, whose demand and supply continue to escalate. Following China’s entry into WTO, the economic development will drive even further, boosting up the demand of refractory products, thus nurturing more business opportunities for the Group. 

Mr. Jiang concludes, “The Group maintains prudent operating strategies and is fully committed to producing top quality rare earth products and refractory products, thus gaining a large market share and receiving the solid support of its customers. In the future, the Group will maintain the vision to expand its business, bringing in excellent returns for shareholders.” 
- end -

About China Rare Earth Holdings Limited
China Rare Earth Holdings Limited commenced listing on the Stock Exchange of Hong Kong Limited in October 1999. It is a constituent stock in the Mainland Series of the Hang Seng Composite Index since 3rd October 2001. CRE is the first private Chinese firm, listed outside the mainland, engaging in the manufacture of rare earth and refractory products.  The industrial applications for rare earth products range from traditional industries such as steel, metallurgy, construction, glass, petrochemical and many high-tech industries. Refractory products are used extensively in the petrochemical, metallurgy, heat-ferrous metallurgy, glass, construction, chemical fertiliser and ceramics industries. Most of CRE’s customers are large companies such as GE, OSRAM, Samsung, MQ, New Japan Steel and Shanghai Baoshan Steel.
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