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[For Immediate Release]

China Rare Earth Announces 2004 Annual Results

Turnover Rose 46% to HK$665,320,000

Net Profit Surged 79% to HK$119,424,000

Financial Highlights


(7 April 2005 – 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 annual results for the year ended 31 December 2004.
For the year ended 31 December 2004, the Group’s turnover amounted to HK$665,320,000, representing an increase of 46% compared with HK$ 457,077,000 in 2003. After deducting taxation and minority interests, net profit during the year surged 79% to HK$119,424,000 when compared with last year. Gross profit margin surged to 27%. Earnings per share reached HK 12.3 cents.

The Board recommended the payment of a final dividend of HK 2 cents per share.

As at 31 December 2004, the Group had liquid cash and bank balances of approximately HK$227,000,000. Net current assets amounted to HK$622,986,000.
Mr. Jiang Quanlong, Chairman of China Rare Earth, said, “as economy continued to recover in 2004 and the PRC government changed the export tax rebate policy for rare earth products, the demand for rare earth grew and prices of some of the rare earth products rose. The Group was able to secure an increased overall gross profit margin thanks to the successful restructure of the sales mix of its rare earth products and the outstanding performance of its newly expanded high temperature ceramics business. We are confident that our business will grow persistently.”

- more -
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Rare earth business

Sales of rare earth products (including fluorescent materials) amounted to HK$300,984,000, representing an increase of 45% compared with HK$208,281,000 in 2003. During the year, the Group restructured the sales mix of rare earth products by lowering the sales volume of lower price elements, such as lanthanum and cerium, and increasing the sales volume of higher price products, such as mixture of yttrium and europium. Among different rare earth products, the price of neodymium oxide was 30% higher than that in 2003, while the price of dysprosium oxide surged a fold. As a result, though the Group sold about 3,900 tonnes of rare earth products, slightly lower than last year, sales amount increased by 45%. The gross profit margin of the Group’s rare earth business in 2004 rose to 16% from approximately 10% last year.
The Group successfully secured several new customers in China during the year. 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 in 2003. Hence, turnover contribution from overseas markets decreased slightly in 2004.  The proportion of turnover contribution from local sales surged from last year’s 60% to 66% this year.

The Group’s sales of fluorescent powder increased by approximately 50% compared with 2003. Gross profit margin remained at 20%. As the production technology of trichromatic phosphor continues to improve and the PRC government continues to promote the use of energy-saving rare earth trichromatic lights in the face of tense electricity supply, the Group is presented with immense growth opportunities.

The Group enhanced the value of cerium oxide through producing polishing powder materials. The construction of polishing powder production line was completed in the forth quarter of 2004 and trail production had commenced.  Orders were received from some customers. 
Refractory materials business

During the year, the Group’s refractory materials business continued to grow steadily while the sales climbed to approximately 57,500 tonnes, representing an increase of over 20% compared with last year. Selling price was maintained at last year’s level.  Despite the price surges in raw and auxiliary materials, fuel, oil and transportation, due to the economies of scale brought by the increase in sales volume, the Group’s gross profit margin maintained at over 30%. Other than serving its major market – the PRC, the Group also actively explored other international markets. In addition to the Japanese market, the Group also sold its products to Europe. Total export value accounted for 27% of the Group’s total sales. 
Striving to expand its product portfolio, the Group ventured into high temperature ceramics business through an acquisition during the year. High temperature ceramics have stricter specification requirements than conventional refractory materials, and higher gross profit margin averaging at approximately 40%, topping at over 50%. During the year, the Group sold about 13,700 tonnes of high temperature ceramics products. 
- more -
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Prospects

The Group will continue to focus on enhancing and developing it production techniques. Leveraging its advantage in rare earth separation, the Group will strive to develop more value-added products such as the brand new LED powders and PDP powders. As for the newly developed polishing powder business, the Group will seek to expand its sales and explore the export market for the products. Also, by investing resources into strengthening the production facilities for different kinds of polishing powder, the Group hopes to establish a renowned brand. The Group will continue to watch closely the policies implemented by the PRC government on rare earth mines while continuing to devote itself in seeking opportunity to establish a vertical industrial chain. 


For its refractory material business, the Group’s strategy is to expand into different high-end refractory product categories. Besides the continuous exploration of the high temperature ceramics business, the production lines for the highly densed zircon and highly densed chrome bricks, which are mainly used in the production facilities of glass fibre, entered the final assembly stage. It is expected to be completed and commence operation in the second quarter of 2005. Furthermore, the Group will strengthen co-operation with suppliers of raw materials for manufacturing refractory materials. It has started negotiations with selected suppliers and is hopeful of reaching agreement within a short time to ensure stable raw material supplies and maximize cost efficiency.  

Regarding the prospects of the industries, Mr. Jiang concluded, “the global economy is recovering.  The strong economic growth and the rapid industrial development of the PRC brings enormous opportunities to the industries. The Group will seek to strengthen its existing customer base, and at the same time invest in expanding its product variety, and improving its production facilities as well as production technique. We will follow market trends closely, so as to enhance our competitiveness and pave the way for our 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 and sales of rare earth and refractory products. Rare earth products are widely applied in traditional industries including steel, metallurgy, construction, glass, and petrochemical, and high-tech industries such as electronics, communications, aerospace and medical equipment. Refractory products are used extensively in industrial refractory facilities for petrochemical, metallurgy, non-ferrous metallurgy, construction, glass, chemical fertilizer, ceramics and power industries, etc.
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Appendix: 2004 Annual Results 
	
	
	
	For the year ended

31 December 2004
	For the year ended

31 December 2003

	
	
	
	HK$’000 
	HK$’000 

	Turnover
	
	
	
665,320 
	457,077

	Cost of sales
	
	
	(484,884) 
	(345,042)

	Gross profit
	
	
	180,436 
	112,035

	Interest income
	
	
	2,049 
	3,414

	Selling and distribution expenses
	
	
	(19,329) 
	(14,206)

	Administrative expenses
	
	
	(24,330) 
	(25,975)

	Other income, net
	
	
	2,339 
	1,114

	Profit from operations
	
	
	141,165 
	76,382

	Finance costs
	
	
	(2,117) 
	(97)

	Profit before taxation
	
	
	139,048 
	76,285

	Taxation
	
	
	(17,973) 
	(9,246)

	Profit before minority interests
	
	
	121,075 
	67,039

	Minority interests
	
	
	(1,651) 
	(461)

	Net profit for the year
	
	
	119,424
	66,578

	Dividends
	
	
	19,739
	19,739

	Earnings per share
	
	
	
	

	-  Basic 
	
	
	12.3 cents
	8.2 cents

	-  Dilute
	
	
	12.3 cents
	N/A


Turnover of rare earth business amounted to HK$300,984,000, a 45% increase compared with 2003


Turnover of refractory materials business amounted to HK$364,336,000, a 46% increase compared with 2003


Gross profit margin surged to 27% 


Net profit margin climbed to 18% 


The Board recommended the payment of a final dividend of HK 2 cents per share











