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| would like to present to the shareholders the annual report together
with the audited financial statements of Karl Thomson Holdings Limited
(the “Company”) and its subsidiaries (the “Group”) for the year ended 31
March 2003.

BUSINESS REVIEW

During the financial year under review, the Group continued to focus on
the provision of an assorted range of financial services to its clients,
which included stockbroking, securities margin financing, investment
banking, financial and investment advisory services. Nevertheless, the
sluggish external economic sentiment persisted to pervade the entire
investment market. In view of the prevailed apprehension for recession
and war, the investment sentiment for Hong Kong stocks remained
unfavourable and the business environment confronted by challenges.
While investment confidence was further undermined by the accounting
scandals of certain corporate giants in the U.S. since the fourth quarter
of 2002, U.S. President’s decision to declare war on Iraq had triggered
the sharp rise in oil prices to reach a height of US$40 per barrel. Capital
took further flight to both the fixed income and the gold bullion markets
for safe haven. In the meantime, the impact of the widespread explosion
of the Severe Acute Respiratory Syndrome (“the SARS”) explode in
Guangdong, Hong Kong, and the entire Greater China region, together
with the various adverse circumstances which were all beyond human
control, was reflected in the further aggravation of the already weakening
business environment and the absolute echo in the domestic securities
market. The Hang Seng Index tumbled gradually from the level of 11,032
of market open on 2 April 2002, which represented the beginning of the
previous financial year, to the level of 8,634 at market close on 31 March
2003, representing a diminution of 21.7% over the respective period.
The severe impact on the Group’s business performance under the
depicted trend and market environment was unavoidably under severe
attack.

During the financial year under review, Hong Kong economy continued
to face with structural adjustment in its economy. In view of the adverse
market circumstances including the weakening domestic consumer
expenditure, the acute deflationary pressure, persevere rise in
unemployment rate, the huge number of personal bankruptcy cases, the
slump in both industrial and commercial sectors, the persisting turbulence
in business environment and the trend of cross-selling in the banking
sector which has intensified the fierce competition among securities
market participants, the Group still strived to struggle its way through
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the deep water and recorded a turnover of HK$29,242,000 (2002:
HK$32,385,000) during the period, representing a decrease of 9.7% as
compared to the previous financial year. The Group recorded an audited
loss attributed to shareholders of approximately HK$42,731,000,
representing a decrease of 41.8% over the net loss of approximately
HK$73,404,000 for the previous financial year, and the loss per share
was HK$9.3 cents (2002: HK$16.1 cents), an achievement which
symbolized an improvement over the previous financial year.

PROSPECTS

In future, the Group will continue to move forward via the adoption of a
prudent but progressive strategy in business development. Leveraging
on the incessant efforts in research and development of information
technology and promotion of its online securities trading platform,
ManyTrade, the Group will strengthen and consolidate its core securities
and futures brokerage businesses and provide wide range of services
for various investment products available in the market. In addition, the
Group will also proactively identify and grasp the investment opportunities
in the People’s Republic of China (the “PRC”) and corporate finance
related projects. Due to the ascent recognition of the Group by the public,
as well as its strong business position and prudent business approach,
the Group successfully reaches out to its clients and attains their good
faith, which was evidenced by our achievement from the introduction of
the Group’s operations in asset management and corporate finance and
financial advisory services in recent years.

The Board of Directors (the “Board”) does not recommend the payment
of final dividend for the year ended 31 March 2003.

APPRECIATION

On behalf of the Board, | wish to express my sincere appreciation to all
members of management and staff for their hard work and dedicated
services. | also wish to extend my gratitude to our shareholders for their
continued support.

On behalf of the Board
LAM KWOK HING
Chairman

Hong Kong, 25 July 2003
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