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[For Immediate Release]

China Rare Earth Acquires Xinghua Rare Earth

*  *  *  *  *

Broadens the Income Base and Asset Base
Increases Market Share
 (6 October 2008 – Hong Kong) － Rare earth and refractory materials manufacturer China Rare Earth Holdings Limited (“China Rare Earth” or the “Group”) (stock code: 769) today announced that its 95% owned subsidiary, Yixing Xinwei Leeshing Rare Earth Company Limited (“Yixing Xinwei”) has entered into an acquisition agreement to acquire the entire issued share capital of Xinghua Rare Earth Company Limited (“Xinghua Rare Earth”). 
The basic consideration of the acquisition shall be RMB135,000,000 (equivalent to approximately HK$154,110,000), and will be settled by cash. If the audited net profit of Xinghua Rare Earth in 2008 shall be greater than RMB27,000,000 (equivalent to approximately HK$30,820,000), Yixing Xinwei will pay the vendors an extra earn-out at not more than RMB75,000,000 (equivalent to approximately HK$85,620,000).
Located in Hunan Province, Xinghua Rare Earth was established in 2006. It is principally engaged in the manufacture and sale of rare earth products. Its registered capital was RMB20,000,000 (equivalent to approximately HK$22,830,000). For the eight months ended 31 August 2008, its unaudited net profit before and after taxation amounted to approximately RMB36,700,000 (equivalent to approximately HK$41,890,000) and approximately RMB27,500,000 (equivalent to approximately HK$31,390,000) respectively. As at 31 August 2008, the unaudited net asset value of Xinghua Rare Earth amounted to approximately RMB47,500,000 (equivalent to approximately HK$54,220,000).

Mr. Jiang Quanlong, Chairman of China Rare Earth, said, “The Group has been actively looking for opportunities to speed up building of a vertical industrial chain and to expand our business prudently. This acquisition will contribute positively to the future development and growth of the Group though enhancing our profitability and operation size as well as broadening of our income base and asset base.”  

About China Rare Earth Holdings Limited (Stock Code: 769)
China Rare Earth Holdings Limited is engaged in the manufacture and sales of rare earth (including fluorescent materials) and refractory products (including high temperature ceramics and magnesium grains). 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 fertilizers, ceramics and power industries, etc. For more information, please visit the company's web site at http://www.creh.com.hk.
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