Clal Industries Records its Fourth Consecutive Profitable Quarter

The Company Presents a Net Profit of NIS 88 Million in the Second Quarter of 2004, Compared to  a Loss of NIS 123 Million in the Corresponding Quarter Last Year.

In the Second Half of 2004 a Profit of NIS 256 Million was Recorded, Compared with a Loss of NIS 206 Million in the Corresponding Period Last Year.

The Company’s Board of Directors Resolved Today to Distribute a Dividend of NIS 250 million

In the second quarter of 2004, Clal Industries presents its fourth consecutive profitable quarter, and a sharp increase in profit in the first half of 2004.

The growth derives mainly from the continued improvement in the business results of the majority of the Company’s significant holdings, together with realization of assets (Ormat, Negevtech, Opticanada, as well as the majority of its holdings in Powerdesign).

Avi Fisher and Zvika Livnat, Joint CEOs of Clal Industries, said in this context:  “The business results in the second quarter of 2004 are an expression of ongoing efforts with a single purpose - to achieve and maintain profitability, focusing special attention on obtaining consistent improvement in all the fields we are engaged in.

The results in the present quarter derive, among other things, from a growth in the sales of all of CII’s significant holdings, as well as an improvement in the gross and operating profit in most of them  Additionally, successful exploitation of the market recovery enabled us to realize assets which also yielded significant income and profit in the first half of the year.

We estimate that further downsizing and upgrading of CII’s holdings will enable us to continue presenting positive results in the second half of 2004 as well, despite the changes we have been experience in recent weeks in the business environment and the markets”.

In the scope of approving the financial statements, the Company’s Board of Directors resolved, in today’s session, to distribute a dividend of NIS 250 million (NIS 1.59 per share), on September 27, 2004. 

Data of the Principal Investee Companies

Below are the figures from the financial statements of the principal investee companies.  The data are presented in accordance with the currency in which each company operates (in millions).

	
	Sales
	Profit (Loss), Net

	
	For the 6 months Ended on 

June 30
	For the 3 months ended on 

June 30
	For the 6 months Ended on 

June 30
	For the 3 months ended on 

June 30

	
	2004
	2003
	2004
	2003
	2004
	2003
	2004
	2003

	Companies whose financial statements are presented in NIS
	
	
	
	

	Mashav
	732
	658
	385
	360
	99
	7
	71
	25

	Kitan
	394
	372
	185
	176
	4
	(5)
	(1)
	(1.5)

	MANAI
	238
	233
	119
	115
	43
	31
	25
	18

	Barak
	354
	323
	161
	162
	(80)
	65
	9
	46

	Companies whose financial statements are presented in dollars
	
	
	
	

	ICI
	229$
	195$
	121$
	92$
	(5$)
	(43$)
	(4$)
	(35$)

	Scitex
	60$
	48$
	31$
	25$
	49$
	(12$)
	(1$)
	(5$)

	Polgat
	96$
	82$
	50$
	44$
	2$
	2$
	1$
	2$

	Pandtech
	27$
	23$
	14$
	12$
	0.6$
	(0.9$)
	0.4$
	(0.2$)


Contribution to profit from principal companies (in millions NIS):

	For the 3 months ended on 

June 30
	For the 6 months ended on 

June 30
	

	2003
	2004
	2003
	2004
	

	19
	54
	5
	74
	Mashav

	(1.5)
	(1)
	(5)
	4
	Kitan

	6
	8
	11
	13
	MANAI

	(19)
	1
	(27)
	-
	ICI

	(5)
	3
	(13)
	58
	Scitex

	6
	4
	7
	7
	Polgat

	(1)
	-
	(3)
	-
	Pandtech


In general, the results of the Group’s companies were affected during the period of account by a greater demand on the local market, due to the slight rise in private consumption and a relative lull in the security situation.  It should be noted that the Pesach festival, which occurred this year at the beginning of April, had an adverse effect in the present quarter on a number of investee companies operating in the local market.  The Group’s companies active in the field of hi-tech were affected by the continued growth in purchase of capital equipment abroad, which contributed to increased sales in most of these companies.  The growth in sales, together with the positive effect of the downsizing activities by the majority of the Group’s companies, have led to improved results.

In addition, in most of the period of account, there was a noticeable recovery in the capital markets, both in Israel and worldwide, which made it possible for the Group’s companies to realize assets and raise capital.  Recently, the situation of the capital markets, both worldwide and in Israel, has deteriorated, which will make it difficult to raise capital on the one hand, and to realize assets on the other.

During the period of account, the Company and the majority of its principal companies, have the transition to preparing their financial statements based on nominal figures.  Therefore, the results of the companies were adversely affected in that quarter, due to the rise in inflation.  In addition, the results of the present quarter have been favorably affected by the reduction in tax rates applicable to the companies in Israel.

Sincerely,

Ran Rahav

Spokesman for Clal Industries & Investments
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