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Industry Policies

Price cuts on Antibiotics and restrictions on OTC Sales:

The introduction of the order to cut price from the National Committee of Development & Reformation, PRC since 7 June
2004 has caused an adverse impact on the profit levels of related enterprises as a matter of irrefutable fact admitted by
the industry. Moreover, under the order of SFDA (State Food & Drug Administration of the PRC), with effect from 1 July
2004, all anti-infective drugs including antibiotics not being included in the non-prescriptions shall be on sale within the
Country provided that practicing doctor’s prescription must be presented. In general, the industry has asserted that the
order will result in a violent impact to have sales limited on the retail sector of generic drugs because antibiotics is so far
the main source of income. However, there shall be no significant impact on the manufacturers of antibiotics in injection
type including Dawnrays because it has already been pulled out of the retail sector in recent years in accordance with
the regulation.

GMP ceases to be the golden benchmark in the industry:

With a view to further implementing the monitoring task completely, since 11 August 2004, SFDA has
demanded all relevant authorities of all provinces to intensify the monitoring process by making frequent
examinations as scheduled or non-scheduled. With effect from 1 July 2004, all production of drug
formulation and bulk medicines shall meet the GMP’s requirements with a certificate of GMP issued. And
those enterprises under a re-examination process (including production plants and drug formulations) so
required shall complete it no later than 31 December 2004 and obtain GMP certificate in order to resume
their rights of manufacturing. In this connection, GMP certificate shall be considered a mandatory
condition for the industry. Dawnrays has been granted the GMP certificates for the full series of
production lines since few years before. Relevant persons of the industry pointed out that this is to in
turn eliminate from the industry those small traditional enterprises lacking up-to-standard technology,
possessing both anachronistic products and management concepts, thereby invalidating optimistic result
in terms of market space to be available from such an elimination. It is believed that this will
aggressively lead the enterprises in the industry to ameliorate structure of product lines to be in
production and therefore in turn avert insensible investments and duplicated developments.




Synchronization of new pricing of original developed drugs and
WTO regulations:

The Pricing Committee of National Committee of Development &
Reformation, PRC disclosed that, with effect from 1 September,
new prices of those drugs with expired patent will be set with an
aim of reducing prices of medicines. It is understood that prior to
that pricing of original developed drugs’ prices were individually
marked in a way that a premium will be added above the generic
products. Accordingly, many of the original developed medicines
are over 100% more expensive than the generics, and in some
cases, it would be up to 7 to 8 times. The Chief Secretary of the
Chinese Medicine Merchants Association, Ms. Wong JinXia, added
that the inherited superior quality of medicines by those with
patents is the reason for their being under the arrangement of
fixing prices on individual basis. The aim of initial individual for
pricing is to allow recovery in full of the costs of Research &
Development before the expiry of patents in order to finance
continuous Research & Development programs. It stands the fact
that the cessation of the adoption of the individual pricing for the
original patented medicines after patent period is to synchronize
the WTO regulations, which will definitely give advantages to the
pharmaceutical enterprises in China.




Dawnrays’ New Moves

Industry fellows from Korea paying an enlightening visit to Suzhou Dawnrays:
On 19 June 2004, Dr. Lee Chung Lui, the representatives of Jinmyeong Chemical Technology of Korea, Mr.
Cheng Lung Ho, the Manager of the Central Research and Development Institution of Korea and companions
from the industry in Korea paid a visit to our Company, complemented by discussions of all respects that
interested both of us in common.

Import permissions from India and Pakistan for
Suzhou Dawnrays’ cephalosporin bulk A tour by Iran’s well-known pharmaceutical company:

medicines:

As a result of efforts made for a year, both
Ceftriaxone Sodium Sterile and Cefotaxime
Sodium Sterile of Suzhou Dawnrays have
succeeded in the registration in DMF of India
Drug Bureau; Cefoperazone Sodium and
Sulbactam Sodium Sterile has succeeded in
registration as the identification for their selling
in Pakistan.

EXIR, the second largest pharmaceutical company of Iran, most recently had an
assessment of the quality of our products. Iran is a big country in Asia, with a large
pharmaceutical market at a relatively lower standard manufacturing technology,
especially in regard to the type of semi-synthetic antibiotic. China in this regard is
ever better to it, and the products of which are more suited to its needs because of
the prices considered decent. With this tour, visitors have concurrently recognized our
sophisticated production management and high quality control standard, accordingly,
on which they give a verdict of a high rating and feel confident about Dawnrays’
taking part in the Iran market and to create overseas sales businesses.

Suzhou Dawnrays’ satisfying 5-year formality re-examination

process of GMP:

On 11 June 2004, a team of experts from SFDA of Suzhou
Province completed the stringent examination of GMP so
required on the products and production lines, and the
examination on both re-examination process and
confirmation of eligibility of GMP certificate gave satisfactory
results and passed smoothly, resulting in awarding the
relevant certificate of fulfilment on 29 June 2004, of which
the coverage are broad involving myriad of kinds and
extensive work load. The success was the result of synergy
of well and sophisticated preparations of all relevant
managements undertaken as soon as they started early this
year, which were all considered primary foundation for the
Success.

Permission for manufacturing Cefuroxime Sodium Sterile:

Dawnrays’ application for manufacturing Cefuroxime Sodium Sterile has been
approved by SFDA, which was originally developed by GlaxoSmithKline. The
effectiveness of Cefuroxime is for certain, along with minor side effect, resulting
in the leading product in its own kind among others. Because of high degree of
technological sophistication to overcome difficulties in manufacturing Cefuroxime
so required, at present, there are only a few of the most up to standards
manufacturers in China that can manufacture Cefuroxime, and a significant
difference in quality between the products from local and imported ones is still
recognized. For this reason, the imported raw material of Cefuroxime has ever a
competitive edge, taking a big market share. In view of that, we have an
optimistic view on our products in the marketplace. With this in mind, it can
safely be said that Cefuroxime is to be a key factor that is expected to make the
profit growth. Dawnrays will soon launch this competitive new developed product
to the market in December 2004.




Permissions for Finasteride bulk and its tablets:

Recently the SFDA has granted the related permissions in response to Dawnrays’ applications for
manufacturing the finasteride bulk and finasteride tablets. Finasteride is a well known cure for both the
growth in size of prostate and alopecia of male, and nowadays such illnesses have been found common
across the world and the mainland, and of which the population is high, but, there is as yet no known
satisfying medicine available except those with effectiveness leaving much to be desired. Finasteride as a
specialized medicine newly developed possessing unique characteristic without significant adverse side
effects is expected to be taking more capacity in the market. Further, an optimistic view on Finasteride
market as the medicine for alopecia is also expected, and a continuing increase in number of outpatients
for treatment for alopecia noticed in recent years in hospitals in the cities is noticeable. To date,
Finasteride is the only oral form medicine that is currently allowed for curing alopecia, leading an
expectation of its sales market being increase at a steady pace. Dawnrays expects to launch this product
to the market in mid-October 2004 that will strengthen and complement its series of system specific
medicines.

Metformin Glibenclamide tablet is permitted:
The SFDA has granted the related permissions for
manufacturing Metformin Glibenclamide with an effect of
stimulating the release of insulin by Sulfonylureas,
served as a specific for the control of diabetes mellitus;

Dawnrays Being Widely Recognized as a famous trademark in Suzhou:

“Dawnrays” as the register trademark representing the whole conceptual image
of the company has been recognized as famous trademark of Suzhou by
Suzhou Province Administration of Industry & Commerce is in no doubt. And
two of its products, Amlodipine Besylate Tablets and Cetirizine Hydrochloride
Tablets are recognized as the high & new technology products of Year 2004 in
Jiangsu Province. Amlodipine Besylate is a medicine for cardinovascular system,
used for inherent hypertension, chronic stable angina and vasospastic angina
with a noticeable effectiveness; Cetirizine Hydrochloride is medicine for allergy
by a new hi-antagonist that has anti-allergic and anti-inflammatory effects
without any adverse side effects, namely that, drowsy and drug-drug
interactions. Because of those striking features, it is to be more suitable widely
for patients in such careers as working at height and machinery operations.

Metformin Hydrochloride is a biguanides medicine for
diabetes, known as causing an effect to limit the intake
of glucose from intestine, along with the use-up of
glucose by functions and the decrease of having the
liver-sugar element created irregularly, thereby
achieving the constructive effect of reducing blood sugar.
The two different components serving two respective
purposes are synergistic combination that results in
effectively controlling the blood sugar level. Dawnrays
expects to launch this product to the market in mid-Oct
2004 in order to strengthen and complement its series
of system specific medicines.




Pharmaceutical Study Forum
i

Amlodipine Besylate can significantly lower the possibility of risk of myocardiolysis:

Recently, a journal of European Society of Hypertension (ESH) on a new clinical research suggested that the possibility of risk of
myocardiolysis to those patients of having hypertension who are taking one of the type of Amlodipine Besylate produced by Pfizer,
“Norvasc”, is significantly under control. According to the information provided by Pfizer, in a 4-year survey covering 15245 patients,
which it is intended for scientific comparison of the effect of the Amlodipine Besylate and Valsartan, suggested that Amlodipine Besylate
can cause the patients to have their blood pressure lowered sooner.

The result of the survey pointed out for certain the importance of controlling the blood pressure as the key factor to cure the heart and
vein disease. The foremost priority is being actively controlling blood pressure to a level of an optimum target. Almost 1 billion people
have hypertension worldwide, which is the primary factor causing the safety risk to patient of having heart disease. Despite numerous
medicines available, the blood pressure of the majority of patients have yet to reach the target level. It is believed that the
effectiveness of the Amlodipine Besylate will speak for itself soon. Since early 2003, Dawnrays has Amlodipine Besylate in production,
starting to gain the market share of mainland.

Industry Investing Activities

Pharmaceutical listed companies have been overwhelmingly welcomed by investors:

Until now, over half of the listed companies whose stock trades on the Guangzhou Stock Exchange
and Shenzhen Stock Exchange have intrinsically reported on interim financial report of 2004.
Information publicly released suggests that the growth in the business of listed pharmaceutical
companies in general is maintained at a steady pace, which has been greatly attracting many
investors from those organizations namely stockbrokers, fund management, pension fund and etc.
In summary, pharmaceutical industry has a more satisfying performance. For example, Hai Zheng
(¥ IEZE2) has achieved an income of $890million that is made from its principal business,
indicating an increase by 47% while the net profit was $127million representing an increase by
105% compared the same period of the last year and where dividend for each share of $0.5
represented a 105% increase. The overall growth of the business of the listed companies of
pharmaceutical industry is definitely a great attraction to the investors.




Thank you very much!
EiE

Dear Investors,
If you have any queries or comments, you are welcomed to contact our
Ms Erika Cheng of Investor Relations team.
NETHEREMAAEEMNEARNER , Bl EMREBREATEB/NEAR
=,
Email:
Tel: (852) 2111-9708
Fax: (852) 2111-9870

Mr Kehan XU

Executive Director -- Finance



