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Item 3.02 Unregistered Sales of Equity Securities

Commencing September 18, 2007 through October 1, 2007, China Direct,
Inc. (the "Company") Class A Common Stock Purchase Warrant holders exercised, in
the aggregate, 1,985,250 Class A Common Stock Purchase Warrants with an exercise
price of $4.00 per share. As a result, China Direct has received $7,941,000 in
proceeds from the exercise of these warrants. This warrant exercise transaction
was conducted in reliance on section 4(2) of Securities Act of 1933, as amended.
China Direct intends to utilize these proceeds for general working capital
purposes and acquisitions.

During 2006 the Company sold securities in a unit offering conducted in
reliance on an exemption from registration under the Securities Act of 1933
which included Class A Common Stock Purchase Warrants to purchase an aggregate
of 3,804,375 shares of its common stock at an exercise price of $4.00 per share
expiring in November 2011. The shares of common stock issuable upon the exercise
of these warrants were subsequently registered for resale under the Securities
Act of 1933 pursuant to a registration statement declared effective by the SEC
on January 22, 2007.

China Direct, as of the date of this Current Report on Form 8-K, has a
total of 18,571,547 shares of common stock issued and outstanding.
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