Chairman’s Statement

On behalf of the board of directors, | would like to present the
annual results of China Strategic Holdings Limited (the “Company”)
and its subsidiaries (collectively, the “Group”) for the year ended
31st December, 2003.

Time for revival

As much of the negative impacts brought about by the outbreak
of the Severe Acute Respiratory Syndrome (“SARS") and the
unstable international political relationship subsided in the second
half of year 2003, the long expected "V" shaped rebound to the
economy of Hong Kong finally came about.

Accompanying a series of supportive government policies
(including the Closer Economic Arrangement and the liberalization
of individual Chinese travellers visiting Hong Kong, etc) and the
coherent efforts of Hongkongers in revitalizing this lovely city,
most business sectors beneficial significantly by the promising
steady economic growth of the motherland in year 2003.

As before, the Group shared all the highs and lows together with
each and every patriotic hard-working citizen in the city. Being
an established corporation rooted and incorporated in Hong Kong,
the Company maintained its allegiance by confirming the Group's
on-going strategy of investing in China for the utmost benefit of
both the people and shareholders of the Company.

Focused endurance

The economy in China enjoyed rapid growth during 2003 as the
Group had predicted last year. Both the gross national product
and the annual per capita disposable income of urban households
in China increased in the year to Rmb11,669.4 billion, up by 9.1
percent and Rmb8,472 per person, up by 9.0 percent, respectively
(Sourced from: The Statistical Communique 2003).

Focusing on the continuous significant improvement in the living
standards of the general public in China, the Group was
encouraged to further strengthen its investments in the tour and
hotel business between Hong Kong and China. Further
reorganization and re-engineering in corporate structure was
implemented to improve the overall efficiency of the Group’s
investments in Wing On Travel (Holdings) Limited and the Apex
Quality Group Limited.

During the year, the Group minimized its exposure in the over
competent tire industry in China by realizing various former
investments in Yinchuan and Hangzhou. Thanks to the concurrent
hyper-growth in the prosperous automobile industry in China
during the year, such disposal of tire operations generated
significant amount of cash proceeds to the Group.
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Through years of hard work and endurance, management attained
a successful turnaround in the business performance of its Tung
Fong Hung herbal medicine and pharmaceutical retail chain. The
once troubled retailer is now becoming healthy and once again
filled with valuable potential. The subsequent disposal of the retail
chain has fully reflected the fruit from the efforts of every member
in the Group.

Prospect

Premier Wen Jiabao recently commented that year 2004 would be
a year of putting the big ship of China’s economy at a “critical
juncture” (Extracted from : and article of Xinhua News Agency on
14th March, 2004). Premier Wen further mentioned that his
government wants a seven percent economic growth of year 2004
(Sourced from: People’s Daily Online). It is probable that the return
of macro-control measures and the fight for economic soft-landing
would be the forthcoming agenda for China in year 2004. Through
its experiences from year 2003 and before, the Group intends to
face this challenging year by exercising utmost caution towards
all its investments and in assessing any possible business
opportunities.

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

Appreciation

On behalf of my fellow directors, | would like to extend my deepest
thanks to our loyal staff who showed their commitment an
dedication to the Group. | hope that the future will be brighter
for the Group in the years to come.

Dr. Chan Kwok Keung, Charles
Chairman

Hong Kong
23rd April, 2004
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