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chinadotcom sees Q1 growth in China and rescales to accelerate breakeven 

Asian Internet leader poised to further capitalize 

on market opportunities

chinadotcom’s Q1 2001 highlights:
· Ended March 31, 2001 with pro forma* revenues of US$22.3 million, a 31 percent increase over Q1 2000’s $17 million. 

· Initiated series of major cost reduction programs aimed at achieving $50 million in annualized cost savings, lowering the hurdle to breakeven.

· Gross operating margin improved to 38 percent in Q1 2001.

· Strong balance sheet with $433 million cash on hand.

· Developed stronger balance of online and offline media assets.

· 19 percent of revenues from inside China, up from 4 percent in Q1 2000, reflecting continuing success of diversification strategy.

[Hong Kong, May 22, 2001]  chinadotcom corporation (NASDAQ: CHINA) today announced financial results for its 1st quarter ended March 31, 2001. For the quarter, the company reported consolidated pro forma revenues of US$22.3 million, a 31 percent increase over Q1 2000 pro forma revenues of $17 million.

“We are pleased to see that the scale we built last year allows us to remain a leading force in the Asian Internet landscape,” said Peter Yip, CEO of chinadotcom corporation. “But a tough economic situation requires us to redouble our efforts to drive multiple revenue streams while taking an aggressive approach to cost management.”

chinadotcom corporation recently announced $50 million in annualized cost cuts to rescale the company breakeven hurdle to level more achievable with current market conditions. The wide-reaching changes include corporate headquarters streamlining, headcount reductions from 2,100 to 1,500, senior management alignment and other organizational changes. The company initiated these cost-reduction programs earlier this year and expects to record a one-time restructuring charge of up to $15 million as part of the cost-reduction exercise.

The company has considerable cash on hand, $433 million at the end of Q1 2001. The company plans to focus its acquisition strategy on larger transactions that generate strong margins and synergize with core businesses.

Recurrent Selling, General & Administrative expenses decreased 10 percent from $27.7 million in fourth quarter of 2000 to $25 million in the 1st quarter of 2001, excluding non-recurring items. Excluding non-recurring expenses, cash losses from operations decreased 4 percent from $17.2 million in the fourth quarter of 2000 to $16.6 million in the 1st quarter of 2001.

First quarter 2001 pro forma revenues decreased 23% from fourth quarter 2000’s pro forma revenues of $29 million.  Reported net loss for the first quarter of 2001 totaled $27.9 million, or $0.27 per share, compared to a net loss of $133.2 million, or $1.31 per share, for Q4 2000. The quarter-on-quarter revenue downturn reflects, among other things a seasonal drop in activity, the closing of some offices with associated revenue loss, pullbacks in client budgeting and spending, and the overall lack of vigor in the general business climate.

“We’re eager to see the benefits of our strong cost-cutting measures flow through the system,” said Daniel Widdicombe, CFO of chinadotcom corporation. “We believe we have established a more achievable breakeven hurdle by taking these steps. We believe that our leaner structure will better position us to take advantage of any upswing in conditions going forward.”

chinadotcom’s e-solutions unit was re-branded to Ion Global to better reflect both its scale and the market’s perception of the group as a world-leading e-business integrator. Ion Global continues to win major projects from multinational clients. The unit has instituted a sophisticated practice leader approach while focusing on higher gross margin business. The e-solutions unit has seen encouraging growth in China, where several client projects are affiliated with other chinadotcom businesses.

chinadotcom’s e-marketing unit continues to diversify its marketing capabilities to better add value to their clients’ increasingly sophisticated needs. Beyond their online advertising network operations, the unit is transforming into a top direct marketing firm with the successful integration of offline media and marketing assets and delivering effective, synergized online-offline marketing programs. 

Chinadotcom’s media assets continue to diversify. The company’s profitable hongkong.com, one of the region’s leading portals, announced strategic investments in the Taiwan travel sector and the release of subscription-based services. chinadotcom’s integrated media assets go beyond the portal, especially in China where wireless initiatives are being pursued with world-class partners. 

Business Outlook

The Internet sector continues to experience extreme difficulties and further consolidation.  The global economy has yet to show a clear upward growth trend, adding to the pricing softness already evident in late 2000. 

“We are implementing our announced changes quickly so we can be a lean and productive organization,” concluded CEO Peter Yip.  “We will focus on increasing synergies, cross-selling our expanded media platform and better positioning ourselves for growth, especially in China.”  

*pro forma revenues exclude revenues from providing support services to the AOL-HK operation.
# # #

about chinadotcom corporation

chinadotcom corporation (NASDAQ: CHINA; Website: www.corp.china.com) is a leading integrated Internet company offering e-business solutions, portal and e-marketing services.  Through its three-dimensional business model, chinadotcom provides a full range of Internet services around the world that; 1) build e-business strategies and solutions (chinadotcom e-solutions), 2) distribute content via its portal network (chinadotcom media assets), and 3) sell services through online marketing (chinadotcom e-marketing).
The company and its subsidiaries have offices in 11 markets, including Japan, Korea, Australia, Mainland China, Hong Kong, Taiwan, Singapore, Malaysia, Thailand, the UK and the US. For more information about chinadotcom corporation, please visit www.corp.china.com
Safe Harbor Statement

The statements in this news release, other than the historical financial information, may contain forward-looking statements that involve risks and uncertainties that could cause actual results to differ from anticipated results.  Further information on risk factors that could affect chinadotcom corporation’s results of operations is detailed in its registration statements and annual reports as filed with the United States Securities and Exchange Commission.
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