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| am pleased to announce to the shareholders the audited consolidated
results of Karl Thomson Holdings Limited (the “Company”), together with its
subsidiaries (the “Group”), for the nine months ended 31 December 2004.

The Group recorded an audited net profits for the nine months ended 31
December 2004 of HK$45,684,000 (1.4.2003 to 31.3.2004:
HK$8,148,000), equivalent to earnings per share of HK9.9 cents
(1.4.2003 to 31.3.2004: HK1.8 cents), with the greatest contribution from
the acquisition of its new associate company, Asia Tele-Net and
Technology Corporation Limited (“ATNT”), a company listed on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”), after converting
its convertible note into ordinary shares of ATNT during the period. The
Group successfully completed a more balanced business profile for
healthier growth in the future and has secured incomes from diversified
earning bases across the economic and market cycles.

MARKET REVIEW

Fueled by the global cyclical economy recovery, consecutive favorable
China policies towards Hong Kong and low interest rate environment,
economy in 2004 was resilient and sustained board based advances
from the downturn after the outbreak of SARS in 2003. The Closer
Economic Partnership Arrangement (the “CEPA”) has broadened tax
exemption coverage to more than 1,000 products. The “Individual Travel
Scheme” brought tremendous tourist increase and has been extending
to include Tianjin and Chonggqing to a total of 15 areas in March 2005.
GDP growth for 2004 finished impressively at 8.1%, the highest rate in
last four years. The total tourist visits hit a historic high of more than
21.81 millions, representing 33% growth over 2002 and 40.4% over the
SARS year of 2003. Both hotel occupancy and rents posted a rosy picture
with those in Tsimshatsui, Causeway Bay and Wanchai maintaining over
90% occupancy rate. Unemployment rate continued to drop to 6.1% for
the period of December 2004 to February 2005 from the peak of 8.5% in
2003 with the total employment already marking a new record of nearly
3.346 million. External trade registered encouraging double-digit growth.
Though Composite Price Index, an inflation indicator, still reported a paltry
softening of 0.4% for 2004, the trend was already reversed in the second
half and gained the first rise of 0.9% in July 2004 since November 1999,
ending the 57-month deflation. It is anticipated to maintain a mild inflation
in periods ahead. As a result of corresponding asset appreciations
particular in property on improving return value and investment
confidence, the number of homeowners with negative equity dropped
dramatically from the peak of 106,000 in mid-2003 to 19,000 at the end
of 2004. Similarly, the number of bankruptcy petitions also slid from 22,000
in 2003 to 12,000 in 2004. More funds were released to the domestic
consumptions and investment market.
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The robust economy performance in 2004 paved a fertile land for a
buoyant stock market but the market was not without challenges. The
external uncertainties in soaring oil prices, volatile commaodities prices,
the Chinese austerity program in curbing overheating economy and terror
threats before US presidency election did cause some short term market
jitters in the middle of the year. The market resumed upturn in the last
quarter and closed at near the year high. Hang Seng Index ended at
14,222, about 12.5% over that of last year. Total turnover for 2004 broke
historic record at HK$3,974 billion, exceeding that of 1997 and similar
new transaction records were registered in the futures market. Hong
Kong topped the most active derivatives market in the world. For the
period of the year 2004, it raised a total equity fund of HK$281.4 billion
and ranked the No. 3 greatest fund raising market among the international
markets after New York and Spain mainly attributing to the listing of
Chinese giant enterprises. It also made another IPO fund raising record
of HK$93 billion in 2004.

OUTLOOK

The Financial Budget in March 2005 marked a positive tone and
forecasted a 4.5% GDP growth for 2005 despite the strong gain and
higher base in 2004. The resignation of Mr. Tung Chee Hwa from the
post of Chief Executive of Hong Kong SAR did not produce any shock to
the local economy. In fact, it may provide a honeymoon harmony for the
new Chief Executive with higher poll rating to concentrate in economic
development. Hong Kong shall maintain its unrivalled position as a
financial platform and gateway for China due to the mature and
impeccable legal and financial system and geographical proximity to
China. The Pan-Pearl River Delta regional development project will be
further materialized to help the economic development. The Hong Kong-
Zhuhai-Macau Bridge proposal was finalized to construct in the near
future and will be submitted for final approval from Beijing. The project
will involve a construction value of HK$20 billion to HK$30 billion and
will be completed by 2011. It will create sizeable jobs opportunities and
help to capture tremendous re-export and related business service
demand from the Western part of Pearl River in the long run. The Grand
Opening of Disney Park in September 2005 coupled with the massive
plan of Ocean Park to expand the sightseeing zone and operation scale
strengthens Hong Kong as an attractive Asia tourist center and will attract
dramestic tourists visiting Hong Kong. Rumenbi (RMB) saving in Hong
Kong banks is reported to reach 13 billion and the bank operators intend
to extend to offer more related services. The conditions of forming a
significant international offshore RMB center in Hong Kong is getting
more crystallized. Meanwhile, more sizeable Chinese Enterprises are in
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the pipeline to be listing in Hong Kong and these will rekindle investment
interests in the stock market. The continuous asset appreciation reflecting
the improvement of overall economy helps to underpin the fundamental
value of the stocks and to provide additional liquidity into the investment
market. We expect the investment momentum and active stock market
to carry on to 2005.

The Group has been striving hard to minimize cost, improve profitability,
and enrich product mix over the past few years. Progress of new business
is promising. The investment in ATNT was proven to be successful and
enables the Group to lock up a solid diversified income. The financial
management and advisory services consecutively reported fantastic
increases and now acts a growth engine for the pillar financial business.
It is further planned to set up and launch online futures trading platform
in 2005 and the development is satisfactory within schedule. Having
consolidated a comprehensive and intact financial platform for The
Greater China Market, the Group is working closely with the Chinese
strategic partners to expand the network in China and is actively seeking
cooperation with more strategic partners to deepen the penetration in
the region. | have confidence on the prospect of the Group and believe
that it is now well positioned to achieve reasonable returns and stable
growth in periods ahead.

On behalf of the Board
LAM KWOK HING
Chairman

Hong Kong, 26 April 2005
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