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China Rare Earth Announces 2001 Annual Results

Turnover HK$618 Million 

Profit HK$142 Million

*

*

*

Maintains Satisfactory Results 

Amid Harsh Economic Environment
(Hong Kong, 18 April 2002) – China Rare Earth Holdings Limited ("CRE" or the "Group") (Stock code: 0769), the leading manufacturer of rare earth and refractory products in Hong Kong, today announced its annual results for the year ended 31 December 2001.

For the financial year ended 31 December 2001, the Group recorded a turnover of HK$618 million, an increase of 11% over the previous year’s figure of HK$558 million. Profit attributable to shareholders amounted to HK$142 million.  Basic earnings per share were HK19.1 cents.  

The Board of Directors recommend a final dividend of HK2 cents per share (2000: HK3 cents). 

Mr. Jiang Quanlong, Chairman of CRE said, "The poor external market sentiment and fluctuations exerted pressure on the Group to cut product prices in 2001.  As a result, the Group was only able to maintain profits at levels achieved in 2000.  However, leveraging the expansion in production capacities, which catered to the increasing demand, our well-established customer base and our efforts to expand the distribution network, the Group was able to stabilize profitability and broaden market share in 2001.  The partnership formed with a raw material supplier at the end of 2001 also helped to stabilize both the supply as well as the price of raw materials.  Additionally, the price for refractory products was stable.  This segment therefore recorded growth of 30% in turnover as compared to 2000, compensating the negative impact of the slowdown in the rare earth industry.  The Group’s strengthened resources position also enabled the Group to withstand the adverse impact of the fluctuating market.”
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The sale of rare earth products contributed 61% to the Group’s turnover in 2001, with sales volumes reaching 5,900 tonnes (REO) and surging over 40% against 2000’s figure.  Although the sales prices of some products went up and sales volumes increased substantially during the year, the overall price drop offset these favorable factors.  Turnover in the rare earth products business can only managed to level that of the previous year. 

Annual production capacities of rare earth separating lines reached 6,500 tonnes (REO).  Equipped with advanced controlling systems and state-of-the-art separation technology, the 26,500 sq. meter, newly established rare earth separating line for ionic ore enables the Group to produce products that lead the PRC market in both quality and quantity.  Together with the separating line for rare earth chloride established in 2000, the Group has not only enhanced production capacities significantly but also consolidated its leading position in the industry.

In terms of markets, the proportion of sales to Europe market increased whereas the proportions to the US and Japan markets have dropped relatively.  Sales to the PRC market, was also enhanced in view of the growing economy of the Mainland.
To stabilize prices and the demand-supply position in the rare earth products industry, the Group formed a partnership with a state owned enterprise, which is also a leading rare earth supplier in China specialising in the extraction of rare earth refined ore, at the end of 2001.  The partnership has not only secured the supply of raw materials to the Group, but also enhanced the competitiveness of both partners.  

Refractory products are another major product line for the Group, contributing 39% to turnover in 2001.  The Group sold about 45,000 tonnes of refractory products in 2001, up 40% against the previous year.  Currently, the Group’s annual production capacity of refractory products reaches 50,000 tonnes.  The price for refractory products has been relatively stable despite the poor economic conditions, compensating for the slowdown in the rare earth industry.  The production and sales of refractory products became a crucial growth contributor in the Group’s business last year. 
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In export terms, annual export accounted for about 16% of the Group’s sales of refractory products.  The Group is well on track to grow its export sales of refractory products to reach its target of 50%. 

Mr Jiang is confident in the Group’s future development and anticipates a rebound in the rare earth industry in the second half of 2002.  He said, “The Group’s core businesses, our rare earth products and refractory products, both complement each other and show strong comparative advantages in their respective industries.  The refractory materials industry is booming and evolving in the PRC and development has been stable.  Despite the fluctuating economy, with wide product applications, the rare earth industry sees a promising prospect and tremendous growth potential.”  


Mr Jiang continued, “As China holds approximately 80% of the world’s rare earth reserves, the Chinese government has always paid special attention on the industry. It is actively seeking to re-adjust the demand-supply position of rare earth products by consideration of consolidating the whole industry and organizing management alliance.  The Group has been actively involved and has made suggestions to this end, preparing to take a better stand in the industrial re-structuring expected in the near future.  Additionally, the Group has made preparations well ahead of the economic recovery.  With the completion of the expansion of rare earth separation facilities, equipped with sophisticated and automated techniques, the Group will be able to meet the needs of different customers and accelerate its development.”  

The Group will be turning its attention towards value-added downstream product development.  This initiative is evidenced by the establishment of Wuxi Xinwei Fluorescent Materials Co., Ltd. (“Wuxi Xinwei”), a subsidiary of the Group that specializes in the development of quality fluorescent powders. The new company, with a total investment of HK$150 million of which 71% was borne by the Group, is jointly operating by the Group and another enterprise.  Wuxi Xinwei has been investing on new production facilities and is expected to commence operations in mid 2002, with an annual production capacity of 500 tonnes.  The Group will also establish a rare earth application engineering research center to accelerate the pace of industrialization of rare earth products. 
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In the refractory products business, the second phase expansion project will commence operations in mid 2002.  Upon the completion of the expansion project, annual production capacities will escalate from the current of 50,000 tonnes to 80,000 tonnes, in line with the agreement signed between the Group and a Japanese refractory expert company in April 2001 to jointly develop new products.  Building on these achievements, the Group will step up its efforts to explore overseas markets and increase its market shares.

Mr Jiang concluded, “Both rare earth and refractory products are seeing tremendous growth potential.  During the economic downturn in 2001, we took the opportunity to expand our distribution network and enhance our production and R&D facilities, getting ourselves ready for the business growth expected in 2002.  We are also seeking to ensure stable supplies of raw materials and committed to improving the Group’s business and generating satisfactory returns to shareholders.”

- end -

About China Rare Earth Holdings Limited
China Rare Earth Holdings Limited was listed on the Stock Exchange of Hong Kong Limited in October 1999. It has also been a constituent stock on the Mainland Series of the Hand Seng Composite Index since 3rd October 2001. CRE is the first Chinese private 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. 
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