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[For Immediate Release]

China Rare Earth Announces 2004 Interim Results

Turnover Rose 71% to HK$336,471,000
Net Profit Surged 174% to HK$59,834,000
Financial Highlights


(9 September 2004 – Hong Kong) － Rare earth and refractory materials manufacturer China Rare Earth Holdings Limited (“China Rare Earth” or “the Group”) (stock code: 769) today announced its interim results for the six months ended 30 June 2004.
For the six months ended 30 June 2004, the Group’s turnover amounted to HK$336,471,000, representing an increase of 71% compared with HK$196,549,000 in the corresponding period of 2003. After deducting taxation and minority interests, net profit during the period surged 174% to HK$59,834,000 compared with the corresponding period last year. Net profit margin surged to 18%. Earnings per share were HK6.23 cents.

The Board of Directors did not recommended the payment of interim dividend and intended to defer the payment until the announcement of annual results.  It is the same as last year.

As at 30 June 2004, the Group had cash and bank balances of approximately HK$249,949,000. Net current assets amounted to HK$595,917,000.
Mr. Jiang Quanlong, Chairman of China Rare Earth, said, “As the economy continued to recover in the first half of 2004, the demand for rare earth products grew. Furthermore, with the changing of the export tax rebate policy for rare earth products by the Chinese government, prices of some of the rare earth products rose and in turn led to stronger demand for and higher prices of downstream products of rare earth oxides. As for the Group’s refractory materials business, continuous stable growth was recorded, increasing overall net profit margin to 18%. We are confident that our business will grow persistently.”
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Rare earth business

For the six months ended 30 June 2004, sales of rare earth products (including fluorescent materials) amounted to HK$158,574,000, representing an increase of 63% compared with HK$97,365,000 in the corresponding period of 2003. During the period, the Group sold 1,950 tonnes of rare earth products. Though the growth in sales volume was slightly below 10%, sales amount increased by over 60%. Selling prices on certain rare earth products such as lanthanum oxide and cerium oxide remained low, while prices of other rare earth products such as terbium oxide and dysprosium oxide surged a fold. Despite of the rise of prices of both raw and auxiliary materials, the gross profit margin of the Group’s rare earth business in the first half of 2004 still rose to 15% from last year’s 10%.
The Group successfully secured several new customers during the period. However, as it is affected by the changes on the export tax rebate policy for rare earth products that several of its major overseas customers ordered in advance at the end of 2003. Hence, the turnover from export in the first quarter of 2004 was affected. Turnover contributed from overseas markets decreased to less than 30% from 40% in last year. Fortunately, with the development of the downstream products of rare earth oxides and the broadening of rare earth applications, domestic market demand grew rapidly, it offset the impact of the decreased export sales on the Group.

The Group’s sales of fluorescent powder increased by slightly over 50% compared with that of the corresponding period last year. Gross profit margin remained at 20%. Continuous improvement on the production technology of trichromatic phosphor and the promotion of using energy-saving rare earth trichromatic lights in the face of tense electricity supply present immense opportunities to the Group.
Refractory materials business

Refractory materials business of the Group continued its stable growth and domestic market remained as its major focus. During the period, sales of refractory materials products recovered to approximately 26,800 tonnes, representing an increase of about 30% compared with the corresponding period last year. Gross profit margin remained at over 30%.
Striving to expand its product portfolio, the Group penetrated into high temperature ceramics business through an acquisition during the review period. High temperature ceramics falls within the category of special refractory materials and are used primarily by the electrical power industry. As the specification requirements of high temperature ceramics are stricter than conventional refractory materials, it has a higher gross profit margin of close to 40%. In the first half of the year, the newly acquired company sold about 6,400 tonnes of high temperature ceramics products. 

- more -
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Prospects

The Group will continue to focus on the development of techniques and extend its market reach. Leveraging its advantage in rare earth separation, the Group will strive to broaden and deepen the development of value-added products. The additional trichromatic fluorescent powder production facilities and new rare earth polishing powder production project of the Group will both commence operation in the near future, promising to bring in better returns to the Group. On the other hand, the Group will continue to actively seek opportunity to cooperate with rare earth mines.


For its refractory material business, the Group will continue to leverage its equipment and technology advantages to improve existing production facilities in order to satisfy the increasing market demand for middle to high-end refractory products. New production lines of castable materials, highly densed zircon and highly densed chrome bricks are under construction. On the other hand, the Group will adjust the scope and quality of its refractory products to enhance market competitiveness. While maintaining its share of the metallurgy and construction material market, the Group will seek to develop markets in the petrochemical and electrical power industries and ensure its refractory materials business adapts to both technological and market demands. Furthermore, the Group will step up co-operation with raw material suppliers to assure cost-effective supplies of raw material and cost controls.

Regarding the prospects of the industries, Mr. Jiang concluded, “In the light of the global economy recovering gradually, the Group will not only seek to strengthen its existing customer base, but will also invest resources in production facilities and improving production techniques so as to enhance its competitiveness in the market and pave the way for future success.”
- 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 facilities for petrochemical, metallurgy, non-ferrous metallurgy, glass, construction, chemical fertilizer and ceramics industries. In addition, the Group’s recent acquisition of high temperature ceramics business has broadened its income stream, allowing it to stretch the market reach to electrical power industry.
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Enclosed: Consolidated income statements for the first half of 2004 
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Appendix: 2004 Interim Results Consolidated Balance Sheet
	
	
	
	For six months

ended

30 June 2004
	For six months

ended

30 June 2003

	
	
	
	HK$’000 
	HK$’000 

	Turnover
	
	
	336,471 
	196,549

	Cost of sales
	
	
	  (247,992)
	(156,960)

	Gross profit
	
	
	88,479
	39,589

	Interest income
	
	
	1,051
	1,112

	Selling and distribution expenses
	
	
	 (8,391)
	(6,028)

	Administrative expenses
	
	
	 (10,738)
	(10,126)

	Other income, net
	
	
	559
	547

	Profit from operations
	
	
	70,960
	25,094

	Finance costs
	
	
	 (1,199)
	(93)

	Profit before taxation
	
	
	69,761
	25,001

	Taxation
	
	
	(8,981)
	(2,842)

	Profit before minority interests
	
	
	60,780
	22,159

	Minority interests
	
	
	 (946)
	(336)

	Net profit for the year
	
	
	59,834
	21,823

	Dividends
	
	
	-
	-

	Earnings per share
	
	
	
	

	-  Basic 
	
	
	6.23 cents
	2.68 cents

	-  Dilute
	
	
	6.23 cents
	N/A


Turnover of rare earth business amounted to HK$158,574,000, a 63% increase compared with the corresponding period last year


Turnover of refractory materials business amounted to HK$177,897,000, a 79% increase compared with the corresponding period last year


Gross margin surged to 26% from 20% in the corresponding period last year


Net profit margin surged to 18% during the period








