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UNAUDITED QUARTERLY RESULTS

FOR THE THREE MONTHS ENDED MARCH 31, 2003

This announcement is made by China Pharmaceutical Group Limited (the "Company") on a voluntary basis in pursuit of a higher standard of corporate governance and in promoting the Company's transparency.  The Company intends to continue to publish the quarterly financial results in the future.

The Board of Directors (the "Directors") of the Company is pleased to announce the unaudited consolidated results of the Company and its subsidiaries (the "Group") for the first quarter ended March 31, 2003.

CONSOLIDATED INCOME STATEMENT

For the three months ended March 31, 2003

                                                                
                                           Three months ended March 31,

                                                    
2003        
2002

                                                    
(Unaudited) 
(Unaudited)

                                                    
HK$'000    
 HK$'000

Turnover                                           
 635,896     
341,009

Cost of sales                                      
 (381,701)   
(243,711)

                                                  
  ————— 
 —————

Gross profit                                        
254,195    
 97,298

Other operating income                           
   2,050     
  4,105

Distribution costs                                 
 (23,468)  
  (5,433)

Administrative expenses                           
  (44,432)    
(29,261)

Other operating expenses                        
    (321)     
  (274)

                                                
    —————  
—————

Profit from operations                           
   188,024     
66,435

Finance costs                                    
   (7,102)    
 (5,327)

Share of profit of a jointly controlled entity   
   1,346    
   1,792

                                                 
   ————— 
 —————

Profit before taxation                             
 182,268     
62,900

Taxation                                          
  (27,815)    
(9,815)

                                                 
   —————  
—————

Profit before minority interests                  
  154,453     
53,085

Minority interests                                
  (626)      
 (487)

                                                 
   —————  
—————

Profit attributable to shareholders                
 153,827     
52,598

Earnings per share

 Basic                                             
 10.24 cents 
4.24 cents

 Diluted                                            
10.04 cents 
4.18 cents

Notes:

1.
The accounting policies adopted in the preparation of the unaudited consolidated results for the three months ended March 31, 2003 are consistent with those adopted in the annual accounts for the year ended December 31, 2002 except that the Group has adopted for the first time the revised Hong Kong Statement of Standard Accounting Practice 12 "Income Taxes" issued by the Hong Kong Society of Accountants.  The adoption of this revised standard had no material effect on the results for the current period.

2.
The calculation of the basic and diluted earnings per share is based on the following data:

                                                                        
                                Three months ended March 31,

                                                
2003                    
2002

Profit attributable to shareholders           
  HK$153,827,000      
    HK$52,598,000


Weighted average number of ordinary shares


 for the purpose of basic earnings per share    
1,502,212,661           
1,240,447,279


Effect of dilutive potential ordinary shares


 in respect of share options                    
29,324,161            
  18,093,949

                                           
     ————————        
———————


Weighted average number of ordinary shares


 for the purpose of diluted earnings per share  
1,531,536,822           
1,258,541,228

3.
The unaudited consolidated results for the three months ended March 31, 2003 have been reviewed by the external auditors in accordance with Statement of Auditing Standards 700 "Engagements to review interim financial reports"issued by the Hong Kong Society of Accountants.


ANALYSIS OF TURNOVER AND OPERATING PROFIT


For the three months ended March 31, 2003

                                                

Bulk Drugs

                                  
Penicillin    
Cephalosporin   
Vitamin C    
Finished

                                
  series       
 series        
  series    
   Drugs     
  Others      
Eliminations  
Consolidated

                                  
HK$'000
HK$'000         
HK$'000      
HK$'000     
HK$'000    
 HK$'000     
   HK$'000


TURNOVER


External sales                    
141,442       
130,969        
 179,514      
183,359     
612     
    -        
      635,896


Inter-segment sales         
   45,605      
  22,738        
  -            
-           
-        
   (68,343)       
-

                                 
 —————   
 —————     
 —————   
—————  
—————  
—————    
 —————


TOTAL TURNOVER     
 187,047       
153,707        
 179,514     
 183,359     
612       
  (68,343)      
 635,896


SEGMENT RESULTS      38,683  
      33,970    
      94,796    
   24,413  
    34      
    -       
       191,896


Unallocated corporate expenses                                                                               



   (3,872)

                                                                                                                    



—————


Profit from operations                                                                                            



  188,024


For the three months ended March 31, 2002

                                           
   

Bulk Drugs




                                 

Penicillin 
  Cephalosporin  
 Vitamin C

                                
 
series     
  series        
  series   
  Others    
Consolidated

                                
 
HK$'000   
   HK$'000 
        HK$'000  
  HK$'000  
 HK$'000


TURNOVER


External sales                  
 
136,102   
   132,866      
   70,387   
  1,654    
 341,009


SEGMENT RESULTS     
 
 32,989   
    31,678   
       4,658    
  46       
 69,371


Unallocated corporate expenses                                                     



(2,936)

                                                                                   




—————


Profit from operations                                                         
 


   66,435

BUSINESS REVIEW

For the first quarter ended March 31, 2003, the Group reported a turnover of HK$635,896,000 and profit attributable to shareholders of HK$153,827,000, representing an increase of 86% and 192% over the same period last year respectively.  The strong growth in turnover and profit was mainly attributable to the successful global development strategy and sound management of the Company.

The Group has strengthened its position in the global market of bulk drugs and further increased its market share.  In the first quarter, the output of the Group's three major bulk drugs increased, among which penicillin increased by 42% to 1,249 tonnes, 7-ACA increased by 100% to 156 tonnes and vitamin C increased by 9% to 3,502 tonnes.  At present, penicillin produced by the Group accounts for more than 10% of the global market, while 7-ACA and vitamin C each accounts for more than 20% of the global market.

The Group's finished drug business has been developing rapidly and has tapped into the world market, further realising the Company's diversified business development.  In the first quarter, the finished drug business reported a turnover of HK$183,359,000, of which exports accounted for HK$11,002,000.

Through constant technological innovation and improvement, the costs of the Group's major products have been kept at industry-leading low levels.  In the first quarter, the production cost of penicillin was US$10.15 per kg on average, representing a decrease of 10.2% when compared with the average cost of US$11.30 in year 2002.  The production cost of 7-ACA was US$68.54 per kg on average, representing a decrease of 8.3% when compared with the average cost of US$74.75 per kg in year 2002.  The production of cost vitamin C was maintained at US$2.31 per kg, similar to that of the previous year.

BUSINESS OUTLOOK

The Group continues to play a pivotal role in the global bulk drug industry.  The output targets of the Group for 2003 are 15,000 tonnes of vitamin C, 5,000 tonnes of penicillin and 700 tonnes of 7-ACA, representing an increase of approximately 24%, 31% and 40% over previous year respectively.  With the achievement of these outputs, the Group's market share would be further increased.  In order to capitalise on the opportunities arisen from the consolidation of the global vitamin C industry, the Group initiated the construction of a new vitamin C production line with an annual capacity of 15,000 tonnes in April this year.  It is expected that the Group's annual production capacity of vitamin C will increase to 30,000 tonnes after the new production line commences operation in early next year.  With respect to the finished drug business, two PRC category two new drugs will be introduced to the market to fuel the Group's continued development after the Group completes the acquisition of the research and development centre this year.  In addition, through strengthening of the sales network and export business, the finished drug business is expected to enjoy rapid growth in the current year.

The Group believes that it will be able to continue to bring high growth returns to its shareholders by achieving its business objectives and implementing its development plans.

By order of the Board

CAI DONG CHEN

Chairman

Hong Kong, May 20, 2003

Please also refer to the published version of this announcement in the South China Morning Post.
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