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Safe Harbor Statement

In connection with the safe harbor provisions of the Private Securities Litigation Reform Act of 1995, China Direct,
Inc., is hereby providing cautionary statements identifying important factors that could cause our actual results to
differ materially from those projected in forward-looking statements (as defined in such act). Any statements that are
not historical facts and that express, or involve discussions as to, expectations, beliefs, plans, objectives,
assumptions or future events or performance (often, but not always, through the use of words or phrases such as
"will likely result," "are expected to," "will continue," "is anticipated," "estimated," "intends," "plans" and
"projection™) are not historical facts and may be forward-looking and may involve estimates and uncertainties which
could cause actual results to differ materially from those expressed in the forward-looking statements. Accordingly,
any such statements are qualified in their entirety by reference to, and are accompanied by, the following key factors
that have a direct bearing on our results of operations: our ability to identify and close acquisitions of operating
companies in China in a cost effective manner that enhance our financial condition; our need for additional
financing which we may not be able to obtain on acceptable terms, the dilutive effect additional capital raising
efforts in future periods may have on our current shareholders and the increased interest expense in future periods
related to additional debt financing; our ability to effectively integrate our acquisitions and to manage our growth
and our inability to fully realize any anticipated benefits of acquired business; the value of the equity securities we
accept as compensation is subject to adjustment which could result in losses to us in future periods; the Investment
Company Act of 1940 which limits the value of securities we can accept as payment for our business consulting
services which may limit our future revenues; our acquisition efforts in future periods may be dilutive to our then
current shareholders; our dependence on certain key personnel; the lack various legal protections in certain
agreements to which we are a party and which are material to our operations which are customarily contained in
similar contracts prepared in the United States; our ability to assure that related party transactions are fair to our
company; Chang Magnesium’s chief executive officer is also chief executive officer of a group of companies which
directly compete with Chang Magnesium; the risks and hazards inherent in the mining industry on the operations of
our basic materials segment; the effect of changes resulting from the political and economic policies of the Chinese
government on our assets and operations located in the PRC; the influence of the Chinese government over the
manner in which our Chinese subsidiaries must conduct our business activities; the impact on future inflation in
China on economic activity in China; the impact of any recurrence of severe acute respiratory syndrome, or SAR’s,
or another widespread public health problem; the limitation on our ability to receive and use our revenues effectively
as a result of restrictions on currency exchange in China; our ability to enforce our rights due to policies regarding
the regulation of foreign investments in China; our ability to comply with the United States Foreign Corrupt
Practices Act which could subject us to penalties and other adverse consequences; our ability to establish adequate
management, legal and financial controls in the PRC; and the provisions of our articles of incorporation and bylaws
which may delay or prevent a takeover which may not be in the best interests of our shareholders.We caution that
the factors described herein and other factors could cause our actual results of operations and financial condition to
differ materially from those expressed in any forward-looking statements we make and that investors should not
place undue reliance on any such forward-looking statements. Further, any forward-looking statement speaks only
as of the date on which such statement is made, and we undertake no obligation to update any forward-looking
statement to reflect events or circumstances after the date on which such statement is made or to reflect the
occurrence of anticipated or unanticipated events or circumstances. New factors emerge from time to time, and it is
not possible for us to predict all of such factors. Further, we cannot assess the impact of each such factor on our
results of operations or the extent to which any factor, or combination of factors, may cause actual results to differ
materially from those contained in any forward-looking statements.
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