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China Rare Earth Announces 2002 Annual Results
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(Hong Kong, 26 June 2003) – China Rare Earth Holdings Limited ("CRE" or the "Group") (Stock code: 0769), the leading manufacturer of rare earth and refractory products listed in Hong Kong, today announced its annual results for the year ended 31 December 2002.

For the financial year ended 31 December 2002, the Group recorded a turnover of HK$467,663,000, as compared to HK$617,808,000 recorded last year.  Decrease in turnover was mainly attributed to the drop in turnover of rare earth’s business by 45%.  Profit attributable to shareholders amounted to HK$41,032,000. Basic earnings per share were HK5 cents.  As the Group still enjoyed tax relief during the year under review and was therefore partially exempted on the PRC enterprise income tax.

The Board recommended the payment of a final dividend of HK1 cent per share. Together with interim dividend of HK1 cent per share, total dividend for the year will be HK2 cents per share.

Mr. Jiang Quanlong, Chairman of CRE said, "As the global economy experienced a downturn in 2002, in particular, the recession in Japan and the United States, the two main export countries of China’s rare earth products, affected the development of high-tech industries, in turn lowering the consumption of rare earth.  This situation was further worsened by the over extraction of rare earth materials within the region, leading to fierce competition among manufacturing companies and thus the prices of rare earth dropped to historical lows in 2002.  However, leveraging our comprehensive production facilities and stringent quality management, the Group managed to maintain a profit level.  Regarding the refractory products business, relying on the technical support offered by worldwide partners, the Group expanded and sustained its market share and was therefore able to maintain a stable growth.”
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In 2002, the sales of all rare earth products contributed 44% to the Group’s turnover.  Merely the sales volumes of rare earth oxides reached 3,700 tonnes.    Affected by the reduction in sales volume and lower price levels, coupled with the significant increase in the provision of inventory, profits generated from rare earth business in 2002 dropped substantially, with gross profit margin moving down to 5% compared with 28% in 2001.

Currently, the Group focused its efforts on the development of high value-added products.  Trichromatic phosphor production line with designed capacity up to 500 tonnes of its subsidiary, Wuxi Xinwei Fluorescent Materials Co., Ltd. commenced operations in May 2002 and recorded sales of about 100 tonnes of products this year.  As the gross profit of fluorescent products was much higher than that of oxidized rare earth products, increase in the output of fluorescent powder would become a crucial profit driven point for the Group.  

Refractory products are the other major products of the Group, accounting for 56% of turnover with sales volume of refractory materials reaching approximately 55,000 tonnes.  The Group’s refractory products business has been sustaining a promising growth since its listing.  With an expanded scope of superb products, the Group also captured more international markets and secured a further rise in exports of refractory products growing from 16% in 2001 to 18% in 2002.  As for local sales, the Group was able to maintain its share in the market of steel industry in the PRC.  In 2002, the Group managed to maintain the gross profit margin of refractory products at over 30%.

To meet the needs of the customers, the refractory materials production Division I of the Group completed a technical reform and expansion in June 2002.  The newly installed 118m super high temperature tunnel kiln with design imported from Japan achieved satisfactory results in trial production, raising the annual production capacity for medium to high-grade refractory products to 80,000 tonnes.   

Commenting on the Group’s future development, Mr Jiang stressed the importance of research and development on technology and value-added products, which would allow the Group to benefit from the economies of scale achieved and to enhance overall competitiveness.
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The Group also planned to further improve and upgrade the existing production facilities of the refractory products.  Its target is to raise the present production capacities of 80,000 tonnes to approximately 100,000. The expansion plan is now in progress and is expected to be completed at the end of 2003.

 Regarding the prospect of rare earth business, Mr. Jiang said, “Since last year, the Government has initiated a sweeping restructuring on the PRC’s rare earth industry and has actively supervised and assisted rare earth corporations to form two major rare earth groups to protect state-owned resources.  These policies would help minimize the negative impacts of fierce market competition and restore the prices of rare earth back to reasonable levels, bringing double benefits of increasing sales and accelerating profit margins. We pledge our full support to the development of the rare earth groups.”

.  .


Mr. Jiang concluded, “Both rare earth and refractory products are seeing tremendous growth potential.  Following the comprehensive reform in the rare earth industry and the global economic recovery, business performance is expected to demonstrate a significant rebound.  We are now actively seeking opportunities to expand our distribution networks and to enhance production and R&D facilities, getting ourselves ready for the business growth.”

- 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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ANNUAL RESULTS ANNOUNCEMENT
FOR THE YEAR ENDED 31ST DECEMBER 2002

The Board of Directors (the “Board”) of China Rare Earth Holdings Limited (the “Company”) is pleased to announce the consolidated annual results of the Company and its subsidiaries (the “Group”) for the year ended 31st December 2002 together with the comparative figures for the corresponding year in 2001 as follows:

RESULTS
	
	
	For the year ended 31st December

	
	
	2002
	2001

	
	
	HK$’000
	HK$’000

	Turnover
	
	467,663
	617,808

	Cost of sales
	
	(363,610)
	(434,757)

	Gross profit
	
	104,053
	183,051

	Other revenue
	
	4,438
	6,253

	Selling and distribution costs
	
	(13,364)
	(11,207)

	Administrative expenses
	
	(18,148)
	(20,877)

	Profit from operations
	
	76,979
	157,220

	Finance costs
	
	--
	(2,621)

	Other income (expenses), net
	
	(28,064)
	(7,892)

	Profit before taxation
	
	48,915
	146,707

	Taxation
	
	(8,593)
	-

	Profit after taxation
	
	40,322
	146,707

	Minority interests
	
	710
	(4,493)

	Net profit for the period
	
	41,032
	142,214

	Dividends
	
	8,145
	32,578

	Earnings per share
	
	
	

	- Basic 
	
	5.0 cents
	19.1 cents

	  - Diluted
	
	NA
	18.9 cents

	Proposed final dividend per share
	
	1 cent
	2 cents

	
	
	
	


