Chairman’s Statement
FERES

This is the first time for me to present to you the final results of China
Strategic Holdings Limited (the “Company”) and its subsidiaries
(collectively, the “Group”). Year 2006 marked an important milestone
in the development of the Company as a number of experienced
entrepreneurs has joined its top management. New visions and
aspirations would surely bring about new energy and dynamics to the
future development of the Company and the Group as a whole.

Through years of reorganization, the Company is now operating with a
remarkably cost effective corporate structure. In the mean time, it has
retained its concrete foundation our excel management team which
possesses extensive experience to the markets in China. Being the
Chairman, | am confident that the Company is capable to explore all
the best investment opportunities in the prosperous China in the time
to come.

AGE OF THE BRIC CONTINUES

The economic success of China and the other three BRIC countries
(namely, Brazil, Russia and India) continues to be the major driving
force for the economic development of the world. Huge amount of
investments pouring into various business sectors of the BRIC countries
from both their domestic investors and also those sizable investors from
various developed countries, financing the rapid growth of the economies
and infrastructure developments of the BRIC.

Given its notable economic achievements in the past decade, the gross
domestic product of China recorded RMB20,940.70 billion for the year
2006, up by 10.7 percent over the previous year while the annual per
capita disposable income of urban households in the country recorded
RMB11,759 for the year 2006, a real increase of 10.4% (Sourced from:
The Statistical Communique of the People’s Republic of China on the
2006 National Economic and Development).

Besides offering the Company significant numbers of investment
opportunities, all the above positive factors have provided us a very
encouraging environment for evaluating and comparing each of these
possible investment targets. However, the management would continue
its on-going conservative approach in assessing investment projects.
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PROSPECTS

Following the issuance of the National Eleventh Five-Year Plan of the
People’s Republic of China in March 2006, the long-term stability and
prosperity of Hong Kong was once again being brought to the headline
of the Chinese Government.

To cope with such favorable regional economic atmosphere, the Group
would once again strive to be the vanguard among the other investors
and to explore best investment opportunities for the long term benefit
of our shareholders.

China remains to be the centerpoint of the Group’s target investments.
According to the National Development and Reform Commission of
China, it is expected that the gross domestic product per capita of the
country would reach 2,400 U.S. dollars in year 2010 (upon the
completion of the National Eleventh Five-Year Plan) and China would
then be even more powerful in its overall strength.

In addition, the country’s average urban per capita disposable income
would then be increased from the current level to RMB13,390 by year
2010, while rural per capita net income will rise from RMB3,587 to
RMB4,110 (Sourced from: http://english.gov.cn/2006-03/08/
content_246945.htm). Strong growth in personal consumption and other
form of domestic consumption will bring forth the overall growth in its
service industry including retailing and the logistics industry.

Moreover, upto 45 million jobs will be created in urban areas and the
same number of farmers will be trained to take up industrial jobs in
such five years. It is not only a good news for the existing battery
manufacturing and trading business of the Group but it also denotes a
wide spectrum of investment opportunities for the future development
of the Group.
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Finally, on behalf of the board of directors of the Company, | would
like to take this opportunity to thank all our employees for making all
this possible through their dedication, hard work and loyalty. | am also
grateful to my fellow directors for their support and advice.

Gao Yang
Chairman
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