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China Rare Earth Announces 2003 Annual Results
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Profit Attributable To Shareholders 

increases by 62% to HK$ 66,578,000

(Hong Kong, 15 April 2004) – China Rare Earth Holdings Limited ("CRE" or the "Group") (Stock code: 0769), the leading manufacturer of rare earth and refractory materials, today announced its annual results for the year ended 31 December 2003.

For the financial year ended 31 December 2003, the Group recorded a turnover of HK$457,077,000, representing a slight drop of 2% as compared to HK$467,663,000 in 2002. Profit attributable to shareholders amounted to HK$66,578,000, representing a 62% growth as compared to HK$41,032,000 in 2002. Earnings per share increased from HK5 cents to HK8.2 cents. 
The Board recommended the payment of a final dividend of HK 2 cent per share.

Mr. Jiang Quanlong, Chairman of CRE said, "Affected by the outbreak of the Severe Acute Respiratory Syndrome (“SARS”) and industry competition, rare earth prices continued to plunge in 2003. With the implementation and issue of a series of regulations from the PRC government to restructure the mining, processing and sales of rare earth, which led to the closure of certain rare earth enterprises, the average price on rare earth products started to rise at the end of 2003. In addition, riding on our production and technological development strengths, growth of the Group’s refractory materials business remained stable.”

In 2003, the Group’s turnover on rare earth business amounted to HK$208,281,000, similar to 2002. The Group sold about 4,000 tonnes of rare earth products in 2003, representing a 10% growth as compared to 2002. Since the Group had made relatively larger provisions for its inventory in 2002, the gross profit margin on the Group’s rare earth business surged to 10% in 2003.

During the year, the domestic and export sales of rare earth products were 60% and 40% respectively. A significant growth in sales was recorded in the European market, which has become the Group’s major export destination.

The volume of fluorescent products sold by the Group during the year also increased by over 30% compared to that in 2002. Although the price of fluorescent products followed the price fall of rare earth oxide, the gross profit margin remained at the level of over 20%. 
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The refractory materials business is another major business for the Group. Affected by the outbreak of SARS, the sales volume dropped to about 47,000 tonnes in 2003. To soften the drop of sales, the Group has increased the proportion of medium to high-end refractory materials. This move resulted in a turnover on refractory product amounted to HK$248,796,000, representing a slight drop of 5% compared to 2002. Attributable to the technological advancements in production, enhanced skills and improved techniques, the gross profit margin of the Group’s refractory materials business rebounded to over 30%. 
Export of the Group’s refractory materials increased from 18% to 23%. Besides extending its market share in Japan, the Group further penetrated into the Korean market.

To broaden its product categories, the Group entered into an acquisition agreement in December 2003 through the allotment of new shares to acquire Dynamic Goal Worldwide Inc. and its subsidiary, Wuxi Pan-Asia High Temperature Ceramics Company Limited (“Wuxi Pan-Asia”). The acquisition was completed with the approval of shareholders of the Company at the extraordinary general meeting held on 29 January 2004. Ms. Qian Yuanying, Vice President and CEO of CRE, said, “The acquisition of high temperature ceramics business has allowed the Group to stretch its market reach from the metallurgy, construction, petroleum, and chemical industries to the electrical industry and to broaden our business development. For the year ended 31 December 2003, audited net profit for Wuxi Pan-Asia amounted to HK$24,595,000, which was 7% higher than the terms of the agreement, which included a guaranteed net profit of HK$23,000,000. We expect the high temperature ceramics business to become the Group’s major growth driver in 2004.”
To accelerate the research and development pace of the applications of rare earth products, the Group organized “The National Seminar on the Rare Earth Functional Materials” in November 2003. Participants included Ms. Wang Caifeng, Director of Rare Earth Office of National Development and Reform Commission of the PRC; Mr. Bi Quan, Chairman of the China Rare Earth Society; Mr. Xu Guanxian, Honorary Vice-Chairman of the China Rare Earth Society and Fellow of the Chinese Academy of Sciences; Mr. Li Dongying, Fellow of the Chinese Academy of Engineering, and members from the Rare Earth Expert Group of National Development and Reform Commission, etc. 

“The rare earth seminar represented a further affirmation on the directions of resources mining, application as well as research and development of rare earth products in the PRC, generating a positive effect to the development of the rare earth industry,” Ms. Qian said.


Besides, the Group obtained ISO14001 certification during the year, which enhanced the Group’s corporate image.
In the future, the Group will continue to focus on the development of techniques and extend the market reach of its rare earth products. The Group will leverage its competitive edge in the separation of rare earth products and co-operate with respective research institutes and universities for the development of value-added rare earth oxides.
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For the rare earth business, though the PRC government terminated certain export tax rebates since 1 January 2004, the price increment in rare earth products exceeded the tax rebate amount, which therefore had no significant impact on the Group’s rare earth business. The Group’s newly developed value-added rare earth products such as LED powders, PDP powders and polishing powder materials will be launched gradually within this year.
For the refractory materials business, the Group will increase its investment in production facilities to improve product quality, which align with the development of the industries that refractory materials are widely applied in. It will gradually scale down the production of low-end products and leverage on the competitive edges in capital and advanced techniques, to develop various new products and expand the production of middle to high-end refractory products. Production skills for new products such as highly densed zircon and highly densed chrome bricks have become mature and the projects are scheduled to implement in 2004. 

Regarding the prospects for the rare earth industry, Mr. Jiang concluded, “After the large scale restructuring on the rare earth industry in the PRC by the government, prices of rare earth products have gradually recovered. On the other hand, with the recovery of the global economy, the Group will be well poised for future business growth by proactively exploring international markets, strengthening business relationships with existing overseas customers, improving production techniques as well as conducting research and development on new products. Moreover, the Group will continue to seek opportunities to strengthen its co-operative solutions with raw material suppliers of refractory materials to ensure the cost-effectiveness of its raw material supplies and cost controls.”
- End -

About China Rare Earth Holdings Limited:

China Rare Earth Holdings Limited has been listed on the Stock Exchange of Hong Kong Limited since October 1999. The Group is engaged in the manufacture of rare earth and refractory products. The industrial applications for rare earth products include traditional industries such as steel, metallurgy, construction, glass, and petrochemical industries, while products developed in recent years such as highly purified rare earth, phosphor and polishing powder materials are widely applied in many of the high-tech industries. Refractory products are used extensively in industrial refractory equipment for petrochemical, metallurgy, non-ferrous metallurgy, glass, construction, chemical fertiliser, ceramics and electrical industries. In addition, the Group’s recent acquisition of a ceramics business has broadened its income stream, allowing it to stretch the market reach to electrical businesses.
For press enquiries:
Strategic Financial Relations Limited

Joanne Lam / Edwin Ng

Tel: 

2864 4816 / 2864 4855

Fax: 
2804 2789 / 2527 1196

Email:
joanne@strategic.com.hk / edwin@srategic.com.hk  

http://   www.strategic.com.hk
