CLAL INDUSTRIES ANDINVESTMENTS REPORTS AN IMPROVEMENT IN RESULTS OF AFFILIATED COMPANIES AND AN EIGHTH STRAIGHT QUARTER OF PROFITS

In the first half of 2005 a net profit of NIS 154 million was recorded as compared with a net profit of NIS 256 million in the corresponding period last year (which stemmed primarily from capital gains).

It must be emphasized that the profit in the second quarter is comprised mainly of a contribution of profits of companies that are held by Clal Industries.

The current contribution to profit from the companies in the first half of 2005 amounted to NIS 199 million, over four times more as compared with the first quarter last year.

The Company reports a net profit of approximately NIS 53 million in the second quarter of 2005 as compared with a net profit of NIS 88 million in the corresponding quarter last year, and a current contribution to profit by the affiliated companies of NIS 75 million as against NIS 40 million in the corresponding quarter last year.

In the second quarter of 2005 Clal Industries reports an eight consecutive profitable quarter, which was due in the main to a continued improvement of the business results of most of the material holdings both in fields of industry and in high-tech.

The current contribution to profit from the companies in the second quarter totaled NIS 75 million as opposed to NIS 40 million in the same quarter last year, and NIS 199 million in the first half of the year – approximately four and more times greater in comparison with the first half of last year.

The effect of capital gains, realization of assets and one-time effects in this quarter was negligible, as already mentioned, and the contribution of the affiliated companies stands out on this background.

Avi Fischer and Zvika Livnat, joint CEOs of Clal Industries, stated in this regard: “The business results for the second quarter and for the entire half-year are fully consistent with our aim to maintain current and consistent profitability for the group.  We are witness to a continued improvement in the operating profit of the group’s companies and in consequence thereof of CII.

What is prominent is a trend towards improvement in the industrial companies, and principally Nesher, Ta’avura, Golf, Kitan Industries and Jafora, and also in most of the high-tech companies, including ECI and Fundtech.”

“Along with the improvement in the results of the affiliated companies, we draw encouragement from the positive indicators obtained in most of the growth companies.  Likewise, we note a significant advance in the activities of companies in the biotechnology sector.”

The MED transaction, which was completed in the third quarter, and a transaction for the sale of SVN assets, which ought to be finalized shortly, are expected to produce material capital gains for CII (to the extent of approximately NIS 160-190 million) in the second half of the year.

In the first eight months of 2005 CII’s investments totaled more than NIS 100 million, mainly as a result of the increase of its holdings in American-Israel Paper Mills and in Beit Shemesh engines, and also in Infinity Fund, which serves as the main venture capital vehicle of the group.

Data of main affiliated companies1 and their contribution to profits

The following are data from the financial statements of the major affiliated companies.  The data are presented according to the currency of activity of each company (in millions):

	
	Sales
	Net profit (loss) 2

	
	For the 3 months ended June 30
	For the 6 months ended June 30
	For the 3 months ended June 30
	For the 6 months ended June 30

	
	2005
	2004
	2005
	2004
	2005
	2004
	2005
	2004

	
	
	
	
	
	
	
	
	

	Companies which prepare financial statements in NIS:

	Mashav
	828
	715
	469
	374
	85
	99
	51
	71

	Kitan
	434
	394
	224
	185
	25
	4
	18
	(1)

	American-Israel Paper Mills
	240
	238
	118
	119
	19.5
	43
	5.5
	25

	
	
	
	
	
	
	
	
	

	Companies which prepare financial statements in dollars:

	ECI
	$298
	$229
	$153
	$121
	$26
	($5)
	$16
	($4)

	Scitex3
	$74
	$60
	$38
	$31
	$4.5
	$49
	$2.8
	($1.2)

	Fundtech
	$36
	$27
	$18
	$14
	$1.4
	$0.6
	$0.8
	$0.4


The following is the contribution to profits of the main companies 

(in millions of NIS):

	
	For 6 months ended June 30
	For 3 months ended June 30

	
	2005
	2004
	2005
	2004

	Mashav
	64
	74
	38
	54

	Kitan
	25
	4
	18
	(1)

	American-Israel Paper Mills
	8
	13
	3
	8

	ECI
	27
	*
	14
	1

	Scitex
	4
	58
	3
	3

	Fundtech
	*
	*
	*
	*

	
	
	
	
	



*
An amount lower than 1 million.
Generally most of the results of the companies of the group were influenced in the domestic market by the maintaining of the level of demand also due to the continued relative quiet in the security situation.  Companies of the group that were active in the high-tech field were generally affected by the continued increase in purchases of capital equipment abroad, a factor which contributed to an increase in volumes of sales in this sector.  Maintaining of the level of activity at a relatively high scale, along with the positive effect of the efficiency and streamlining steps that were taken in most of the companies of the group, and despite the immense rise in energy prices in relation to the corresponding periods last year, led to an improvement in results and to the reporting of an net profit in the first half of the year, and in the quarter, in all the main companies.  In addition, the relative stability in capital markets in Israel and around the world contributed to a sympathetic environment for raising of debt at convenient prices, and to an improvement in financial stability in some of the companies of the group.

Yours truly,

Ran Rahav

Spokesman for Clal Industries 

(1015)

1 	Relate to the statements of ECI, Scitex and Fundtech which were published in accordance with generally accepted accounting principles in the USA.  The Company includes the results of these companies in accordance with accepted accounting principles in Israel.


2 	Net profit (loss) including one-time effects.


3 	The comparative figures were adjusted in order to reflect activities that have been stopped.
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