Press Announcement

Tel Aviv, November 21, 2004  

CLAL INDUSTRIES PRESENTS A SHARP IMPROVEMENT IN THE RESULTS OF INVESTEE COMPANIES

The Company records its fifth consecutive profitable quarter, with a handsome improvement in the contributions of the Investee companies

Cumulative net profit recorded for 2004 is NIS 300 million compared with a loss of NIS 153 million in the corresponding period last year

The Company presents a net profit of NIS 44 million in the third quarter of 2004, compared with a net profit of NIS 53 million in the corresponding quarter last year

In the third quarter of 2004, Clal Industries presents its fifth consecutive profitable quarter and a sharp growth in profit in the first nine months of 2004. 

The growth derives mainly from an ongoing improvement in the business results of the majority of the significant holdings, in the fields of both industry and hi-tech.  The contribution of the significant investee companies in the third quarter amounted to NIS 60 million, double the amount in the corresponding quarter last year, and NIS 199 million in the cumulative period compared with a contributive loss of NIS (44) million in the corresponding period last year.

The effect of  capital gains, realization of assets and one-time events in the third quarter were negligent, making the contribution of the investee companies all the more pronounced.

As part of its business focus, Clal Industries is taking action to liquidate its holdings in which it has no significant impact.  The Company’s Board of Directors today approved a contract with Harvest, a leading factor in the secondary market, to sell its holdings in 11 venture capital funds on which the Company has no influence.  This liquidation will contribute about 10 million dollars in cash, and will release Clal Industries from future liabilities amounting to an additional 12 million dollars.

Avi Fisher and Zvika Livnat, joint-CEOs of Clal Industries, said in this context:

"The business results in the third quarter of 2004 are an expression of an ongoing effort with one aim - to achieve and maintain profitability, while focusing efforts on consistent improvement in the results of each of the fields in which we engage.

The results in the third quarter derive, among other things, from a growth in the scope of sales in the majority of the Company’s significant holdings, and from an outstanding improvement in their operating profit.  There is a prominent improvement trend in the industry’s companies, mainly in the textile sector, while the hi-tech companies, such as ICI, Telcom, Scitex, Pandtech, Nova and Jordan Valley, all presented net profits in this quarter, for the first time in many years.

In addition, successful exploitation of the markets’ recovery enabled us to liquidate assets, which also yielded significant income and profit in the first nine months of the year."

Figures of Principal Investee Companies

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

	
	Sales
	Net Profit (Loss)


	
	For the 9 months ended on Sept. 30
	For the 3 months ended on Sept. 30
	For the 9 months ended on Sept. 30
	For the 3 months ended on Sept. 30

	
	2004
	2003
	2004
	2003
	2004
	2003
	2004
	2003

	Companies which prepare their financial statements in NIS:

	Mashab
	1,159
	1,056
	427
	397
	158
	57
	59
	51

	Kitan
	594
	566
	200
	193
	9
	(2)
	5
	3

	MANAI
	358
	350
	120
	117
	57
	45
	14
	14

	Barak
	536
	551
	183
	228
	(70)
	50
	10
	(14)

	Companies which prepare their financial statements in dollars:

	I.C.I.

	$357
	$290
	$128
	$95
	$1.3
	($57)
	$6
	($15)

	Scitex
	$93
	$74
	$33
	$27
	$50
	($7)
	$1.1
	$5

	Polgat
	$147
	$128
	$51
	$46
	$5
	$0.8
	$2
	($1.5)

	Pandtech
	$41
	$35
	$14
	$12
	$1.4
	($0.6)
	$0.7
	$0.2


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

	
	For the 9 months ended on September 30,
	For the 3 months ended on September 30,

	
	2004
	2003
	2004
	2003

	Mashab
	118
	43
	44
	38

	Kitan
	9
	(2)
	5
	3

	MANAI
	19
	15
	6
	4

	I.C.I.
	(1)
	(38)
	(1)
	(10)

	Scitex
	59
	(10)
	1
	4

	Polgat
	14
	2
	7
	(4)

	Pandtech
	-
	(3)
	-
	-


In general, the results of the majority of the Group’s companies were affected in the reported period by growing demand on the local market, due to a slight rise in private consumption and relative calm on the security front.  The Group’s companies active in the field of hi-tech were affected by the continued increase in capital acquisitions abroad, which contributed to the growth in the sales of the majority of these companies.  The increased sales, together with the positive effect of the downsizing activities initiated by the majority of the Group’s companies, led to an improvement in results and presentation of net profits in the third quarter in all principal companies.

In addition, in most of the reported period there has been a noticeable recovery on the capital markets in Israel and worldwide which enabled the Group’s companies to liquidate investments and raise capital.

In the reported period, the Company and the majority of its principal companies changed to reporting on a nominal basis and, accordingly, the results of the companies were adversely affected in the reported period due to increases in inflation rates.  In addition, there was a positive effect on the results in the reported period due to reduced tax rates applicable to companies in Israel.

�   Net profit (loss) including profits from liquidation of land, amortizations and one-time effects.


�   Comparison figures have been adjusted in order to reflect activities that have been discontinued.
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