CHAIRMAN’S STATEMENT FEHREE

On behalf of the board of directors (the “Board”), | hereby present the
annual results of China Strategic Holdings Limited (the “Company”) and
its subsidiaries (collectively, the “Group”) for the year ended 31
December 2004.

A NEW AGE FOR HONG KONG

When all unfavorable sentiment suddenly vanishes in thin air, markets
on all sectors become absolutely positive and volume of business booms
in amazing rate. Having recorded approximately 7.4% growth in Gross
Domestic Product, value of total exports soared by approximately 15.9%
and unemployment rate lowered to the 6.5% level, it is not difficult to
explain why the government of Hong Kong gratefully awarded year 2004
as the best performing year among the past seven years "¢ ! New
opportunities and new potentials that emerged, however, also give rise to
more fruitful chances of divestment.

During the year under review, the Group have successfully realized some
of our investments in retail business and in construction material
business and provided significant amount of cash flow for the Group to
re-focus on some other more profitable ventures.

Foreseeing the fact that local consumer spending would keep on picking
up visibly, amidst the gradually falling unemployment and the robust
recovery in the property market, the Group has managed to maintain its
exposure in the packaged tour business and in the hotel operator
business.

A NEW ERA FOR CHINA

Year 2004 has repeatedly affirmed the Group’s consistent positive
anticipation to the economy in China. The gross domestic product of the
country for the year reached RMB13,651.5 billion, up by 9.5 percent
real increase over the previous year while the annual per capita
disposable income of urban households in China recorded RMB9,422, a
real increase of 7.7% Nete2,

The expected macro-control measures by the central government were
actually being launched during the year, fortunately, in a more refined
manner and were no longer as eruptive as they once were. Seemingly,
the central government has fulfilled the scientific concept of development
strategy in full swing and carefully carried out various measures aiming
at enhancing and improving macroeconomic regulation which led to
remarkable achievements while with minimal side-effects on other
developing sectors.
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China Strategic Holdings Limited

CHAIRMAN’S STATEMENT I EHR&EE

The on-going investment strategy in China has been maintained during
the year while the Group ventured into the consumer product market in
the country through a new investment in a battery manufacturing and
trading business in China.

To further bolster its exposure in the tourist industry in China, the Group
has entered into a very substantial acquisition and took up a property
development project located in the high profile residential area of Jing An
District in the metropolitan city of Shanghai. The project includes a parcel
of land and a 24-storey building which will be developed into a service
apartment. Besides, it is believed that the acquisition would broaden the
source of income of the Group and strengthen its asset base.

PROSPECT

As the country has already attained rich and fruitful development in
2004, the Group is confident to the further growth in the economy of
China and Hong Kong in time to come. Having positioned itself as a
conglomerate investor in various sectors in the country, the Group would,
however, maintain its prevalent conservative and cautious investment
posture in the coming year and to contribute its effort to explore new
investment opportunities.

Despite any uncertainties, the Group will continue to strive to protect the
long-term interests of our shareholders.

APPRECIATION

On behalf of the Board, it is our great good fortune that in our time we
have been given the opportunity to help recovering the Company and its
subsidiaries and to work in harmony with our dedicated staff.

Dr. Chan Kwok Keung, Charles
Chairman

Hong Kong
26th April, 2005

Note 1: Sourced from: the Monthly Report on the Hong Kong Economy
December 2004 issued by the Economic Analysis and Business
Facilitation Unit of the Financial Secretary’s Office

Note 2: Sourced from: The Statistical Communique 2004 issued by the National

Bureau of Statistic of China
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