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CHINA UNIVERSAL INTERNATIONAL SERIES — CUAM RMB BONDPLUS FUND
(A Sub-Fund of China Universal International Séries

REPORT OF THE MANAGER

Market review

In the year 2015, while China’s economy underwestructuring, there was a slight decline in groveite.
This year, the GDP growth rate went from 7.30%0442to 6.90% in 2015. Year over year, the consumer
price index has risen slightly below 2%. The prauprice index continued to decline, rounding oféit 4
consecutive negative months, and inflation and rzenturing remained depressed as well. In the loose
monetary policy environment, the real estate ingusaw minor improvements and year over year, real
estate prices in tier 1 and tier 2 cities contintedarrow. Transaction size and turnover remastadle,
while new constructions continued to decline. Clsimaonetary policy moved to a more liberal staribe;
deposit reserve rate was cut four times, the RMiEbmark deposit interest rates was cut five tirad, the
one year deposit interest rate fell to a record db\.50%. The RMB depreciated against the greénbad

the exchange rate depreciated around 4.6% oveydaie After the inclusion of the RMB to the Special
Drawing Rights, People’s Bank of China ("PBOC") radthe RMB off the dollar peg to include a greater
basket of currencies for reference.

In regards to the bond market, 2015 continued thié rharket trend evident in 2014 driven by loose
monetary policy. Traditionally, the first two mostlof Q1 is a bull market for bonds. In January and
February of each year, institutions have a strosgahd for bonds, resulting in a rapid rise in tohad
market. In April, the supplies of both the stockrket and bond market increase and bond yields face
downward pressure. Q3 saw the bond market re-agtéhnie new bull market with strong macroeconomic
fundamentals and the central bank monetary pofiplyéng additional downward pressure on marketdgel

At the end of the fiscal year, the 10 year Chingdd@ment Bank bond yields hit a record low of 3.8#6

the Chinabond Composite Index rose 8.15% in 2015.

Portfolio review

Since the Sub-Fund’s inception on 17 February 2@%2at 31 December 2015, the cumulative return of
Class A reached 19.88%, Class | reached 23.37%,aandalized returns reached 4.80% and 5.57%
respectively. Relative to historical annualizediretduring the same period, Class A and Clasd Lfélr%

and 0.90% respectively. The Sub-Fund declared einddpayout each quarter, setting the payout at the
average of the past 15 times, totaling a cumulativielend yield of RMB1.276 each unit.

In reflection of 2015 operations, the Sub-Fund @engince is derived from the following two aspetis
first half of the Sub-Fund maintained a shorteration with a large variety of selected high-yielonbs.
The main reason for this asset allocation is thefothat the overall rise in the bond market vki# lower
and the spreads narrower. In the second half ofehe, a combination of high-grade long-term bondse
added to greater improve the credit rating of thedoin the long term. The second half of the yéso aaw
the bond index rise sharply signaling that thetagnawas effective.

Market outlook

Looking to 2016, the Chinese economy will see syyggle reforms, structural adjustments, and PBOE ha
set a GDP growth target between 6.5% to 7%. In 201&tion was essentially flat. To stabilize tresal
estate market, the industry is in the inventorgatand price increases will differentiate betwegferdnt
cities. Loose monetary policy will not play a sificant role and the central bank will weigh the briance
between the interest rate and exchange rate. 16,20 anticipated that the reserve requirematio rwill

be adjusted 2-3 times.



CHINA UNIVERSAL INTERNATIONAL SERIES — CUAM RMB BONDPLUS FUND
(A Sub-Fund of China Universal International Séries

REPORT OF THE MANAGER (continued)

Market outlook (continued)

Since interest rates are already at historical |diws Federal Reserve looks to raise interest fatethe
coming year. The central bank will likely re-stael the RMB, the exchange rate is anticipated tedieat
an appropriate level, and the estimated annualkdegtion of the RMB against the greenback expectset
determined.

In regards to the 2016 bond market, we remain akutith a cautious optimistic outlook. We believett
both the credit bonds or government bonds and vieead yields will continue to fall, but the deatirwill

not be as steep and volatile as seen in the previsa years. The spread between long-term bonds and
short-term bonds will narrow, and the spreads betwdifferent credit ratings of the bond will be wedd.
However, bonds of the strong production may beedsio be sold by investors, which will expand and
spread to other sectors. International factors sisoexchange rates or commodity prices will affeetbond
market trend. In regards to investments, as withb2@ve will keep an eye out on the timing of saled

take an active management approach to adjustingdttélio’s duration and asset allocation, keepiihg
focus on absolute returns. For equities, we mairdaiautious outlook.

For and on behalf of
China Universal Asset Management (Hong Kong) Compamited, the Manager

22 April 2016



CHINA UNIVERSAL INTERNATIONAL SERIES — CUAM RMB BONDPLUS FUND
(A Sub-Fund of China Universal International Séries

REPORT OF THE TRUSTEE TO THE UNITHOLDERS

We hereby confirm that, in our opinion, the Managéhina Universal Asset Management (Hong Kong)
Company Limited, has, in all material respects, agga China Universal International Series — CUAM
RMB Bondplus Fund for the year ended 31 Decemb&b 20 accordance with the provisions of the trust
deed dated 29 December 2011 as amended by twoesugmial deeds dated 5 October 2012 and 15 July
2013 (collectively, the "Trust Deed").

On behalf of
BOCI-Prudential Trustee Limited, the Trustee

22 April 2016



Independent Auditors' Report

To the Trustee and the Manager of

CHINA UNIVERSAL INTERNATIONAL SERIES — CUAM RMB BONDPLUS FUND

(A Sub-Fund of China Universal International Sergsumbrella unit trust established under the lafivs
Hong Kong)

We have audited the financial statements of Chinavéysal International Series — CUAM RMB Bondplus
Fund (A Sub-Fund of China Universal Internationati€s (the "Trust") and referred to as the "SubdFun
set out on pages 7 to 34, which comprise the statenf financial position as at 31 December 2018, the
statement of comprehensive income, the statemeabarfiges in net assets attributable to unitholdbes,
statement of cash flows and the statement of bigidn for the year then ended, and a summary of
significant accounting policies and other explanatoformation.

Trustee's and Manager's responsibilities for the fiancial statements

The Trustee and the Manager of the Sub-Fund apemsible for the preparation of financial stateraghat
give a true and fair view in accordance with Hongnlf Financial Reporting Standards issued by Hong
Kong Institute of Certificated Public Accountanemd are responsible for ensuring that the financial
statements have been properly prepared in accardaitic the relevant disclosure provisions of thestr
Deed of the Sub-Fund (the "Trust Deed") and thelaksire requirements specified in Appendix E to the
Code on Unit Trusts and Mutual Funds of the Seiesriatnd Futures Commission of Hong Kong (the "SFC
Code"), and for such internal control as the Trasied the Manager determine is necessary to ettable
preparation of financial statements that are fremfmaterial misstatement, whether due to frauverar.

Auditors' responsibility

Our responsibility is to express an opinion on ¢hiisancial statements based on our audit. Ourrtépo
made solely to you, as a body, and for no othepgse. We do not assume responsibility towards ceEc
liability to any other person for the contentslabtreport.

We conducted our audit in accordance with Hong K8tendards on Auditing issued by the Hong Kong
Institute of Certified Public Accountants. Thosamslards require that we comply with ethical reguients

and plan and perform the audit to obtain reasoreddarance about whether the financial statemeatsee

from material misstatements. We are also requicedssess whether the financial statements have been
properly prepared, in all material respects, iroagance with the relevant disclosure provisionthefTrust
Deed and the disclosure requirements specifiecpjpeAdix E to the SFC Code.

An audit involves performing procedures to obtailliaevidence about the amounts and disclosurésein
financial statements. The procedures selected depethe auditors' judgement, including the assessiof

the risks of material misstatement of the finanstatements, whether due to fraud or error. Iningathose

risk assessments, the auditors consider intermataaelevant to the Sub-Fund's preparation offitencial
statements that give a true and fair value in otdedesign audit procedures that are appropriatidaen
circumstances, but not for the purpose of exprgsaim opinion on the effectiveness of the Sub-Fund's
internal control. An audit also includes evaluatthg appropriateness of accounting policies usedtaa
reasonableness of accounting estimates made byrtistee and the Manager, as well as evaluating the
overall presentation of the financial statements.

We believe that the audit evidence we have obtaimedfficient and appropriate to provide a basisdur
audit opinion.



Independent Auditors' Report (continued)

To the Trustee and the Manager of

CHINA UNIVERSAL INTERNATIONAL SERIES — CUAM RMB BONDPLUS FUND

(A Sub-Fund of China Universal International Sergsumbrella unit trust established under the lafivs
Hong Kong)

Opinion

In our opinion, the financial statements give a&tamd fair view of the financial position of thelSlund as
at 31 December 2015, and of its financial perforoesand cash flows for the year then ended in aecoel
with Hong Kong Financial Reporting Standards.

Report on other legal and regulatory requirements

In our opinion, the financial statements have bhemperly prepared, in all material respects, inoagance
with the relevant disclosure provisions of the TrOged and the disclosure requirements specified in
Appendix E to the SFC Code.

Certified Public Accountants
Hong Kong
22 April 2016



CHINA UNIVERSAL INTERNATIONAL SERIES — CUAM RMB BONDPLUS FUND

(A Sub-Fund of China Universal International Séries
STATEMENT OF COMPREHENSIVE INCOME

Year ended 31 December 2015

Notes

INCOME
Interest income on financial assets at fair value
through profit or loss
Other interest income
Net gains on financial assets at fair value thropigtiit or loss 7

EXPENSES

Management fee 4
Trustee fee 4
Custodian fee 4

Legal and professional fee
Auditors' remuneration

Other expenses

Foreign exchange differences, net

OPERATING PROFIT

FINANCE COSTS
Distributions to unitholders 6

PROFIT BEFORE TAX

Income tax (expense)/credit 5

INCREASE IN NET ASSETS ATTRIBUTABLE
TO UNITHOLDERS

2015 2014
RMB RMB
10,361,910 14,442,009
50,625 64,653
4,738,640 10,053,372
15,151,175 24,560,034

( 2,006,704) ( 3,126,739)
( 480,000) ( 489,323)
( 147,837) ( 209,645)
( 263,080) ( 294,481)
( 217,587) ( 219,005)
( 282,040) ( 572,253)
( )117 ( 1,370)
( 3,397,365) ( 4,912,816)
11,753,810 19,647,218
( 6,272,914) ( BR277)
5,480,896 10,368,941
( 217,843) 1593
5,263,053 12,142,529




CHINA UNIVERSAL INTERNATIONAL SERIES — CUAM RMB BONDPLUS FUND
(A Sub-Fund of China Universal International Séries

STATEMENT OF FINANCIAL POSITION

31 December 2015

Notes 2015 2014
RMB RMB

ASSETS
Financial assets at fair value through profit @slo 7 116,449,342 177,579,069
Cash and bank balances 8 2,621,943 13,247,289
Interest receivable 2,964,099 7,024,832
Deposit reserve — China Exchange Clearing 15,176 39,676
Subscription proceeds receivable - 2,210,515
Prepayments 5,822 5,641
TOTAL ASSETS 122,056,382 200,107,022
LIABILITIES
Redemption proceeds payable 591,064 392,306
Management fee payable 4 118,926 206,264
Trustee fee payable 4 40,000 42,667
Other payables and accruals 227,414 124,695
Tax payable 1,940,790 1,839,993
TOTAL LIABILITIES EXCLUDING NET ASSETS

ATTRIBUTABLE TO UNITHOLDERS 2,918,194 2,605,925
NET ASSETS ATTRIBUTABLE TO UNITHOLDERS 10 119,1388 197,501,097
NUMBER OF UNITS IN ISSUE

- Class A units 9 5,662,128.18 10,022,559.46

- Class | units 9 5,425,184.12 8,845,617.65

NET ASSETS ATTRIBUTABLE TO UNITHOLDERS

PER UNIT

- Class A units 10 10.583 10.358

- Class | units 10 10.915 10.592
For and on behalf of For and on behalf of
China Universal Asset Management (Hong Kong) B®eIidential Trustee Limited,
Company Limited, as the Manager as the Trustee



CHINA UNIVERSAL INTERNATIONAL SERIES — CUAM RMB BONDPLUS FUND
(A Sub-Fund of China Universal International Séries

STATEMENT OF CHANGES IN NET ASSETS ATTRIBUTABLE TONITHOLDERS

Year ended 31 December 2015

RMB
At 1 January 2014 338,483,194
Subscription of redeemable units 69,926,871
Redemption of redeemable units (223,051,497)
Increase in net assets attributable to unitholderig the year 12,142,529
At 31 December 2014 and 1 January 2015 197,901,0
Subscription of redeemable units 39,875,338
Redemption of redeemable units ( 123,501,300)
Increase in net assets attributable to unitholdersg the year 5,263,053

At 31 December 2015 119,138,188



CHINA UNIVERSAL INTERNATIONAL SERIES — CUAM RMB BONDPLUS FUND

(A Sub-Fund of China Universal International Séries
STATEMENT OF CASH FLOWS

Year ended 31 December 2015

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax
Adjustments for:
Interest income on financial assets at fair vétweugh
profit or loss
Interest income on bank deposits
Distribution to unitholders

Decrease in financial assets at fair value through
profit or loss

Decrease in deposit reserve-China Exchange Clearing

(Increase)/decrease in prepayments

Decrease in management fee payable

Decrease in trustee fee payable

Increase/(decrease) in other payables and accruals

Net cash from operations

Tax paid
Interest received
Net cash flows from operating activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issue of units

Payments for redemption of units

Distribution to unitholders

Net cash flows used in financing activities

NET DECREASE IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents at beginning of year

CASH AND CASH EQUIVALENTS AT END OF YEAR

ANALYSIS OF BALANCE OF CASH AND
CASH EQUIVALENTS
Cash and bank balances

10

Note

2015 2014
RMB RMB
5,480,896 10,368,941

( 10,361,910) ( 14,442,009)

( 56,62 ( 64,653)
6,272,914 9,278,277
1,341,275 5,140,556
61,129,727 120,187,750

24,500 268,324
( 181) 3,793
(  387,3 (  233,129)
( 636 ( 9,813)
102,719 24,301)

62,508,035 125,333,180

( 117,046)  ( 3,600)
14,473,268 19,807,996
76,8642 145,137,576
42,085,853 67,B55,3

(123,302,542) 23§,562,522)
( 6,272914) ( 9,278,277)

(,480,603)  (180,124,443)
( 1®6,346) ( 34,986,867)
247289 48,234,156
2,621,943 13,247,289
2,621,943 13,247,289




CHINA UNIVERSAL INTERNATIONAL SERIES — CUAM RMB BONDPLUS FUND

(A Sub-Fund of China Universal International Séries
STATEMENT OF DISTRIBUTION

Year ended 31 December 2015

Undistributed income at 1 January 2014

Increase in net assets attributable to unitholderig the year
Add: Finance costs — distribution to unitholders
Add: Net gain on financial assets at fair valuetigh

profit or loss, net of income tax

Undistributed income before distribution

Interim distribution (RMBO0.045 per unit) distribgt®n 13 March 2014
Interim distribution (RMBO0.100 per unit) distribat®n 13 June 2014
Interim distribution (RMBO0.118 per unit) distribat®n 15 September 2014
Final distribution (RMBO0.160 per unit) distributed 15 December 2014
Transfer to capital

Undistributed income at 31 December 2014 and laisr2015

Increase in net assets attributable to unitholderig the year
Add: Finance costs — distribution to unitholders
Add: Net gain on financial assets at fair valuetigh

profit or loss, net of income tax

Undistributed income before distribution

Interim distribution (RMBO0.053 per unit) distribagt®n 13 March 2015
Interim distribution (RMBO0.100 per unit) distribat®n 15 June 2015
Interim distribution (RMBO0.110 per unit) distribat®n 15 September 2015
Final distribution (RMBO0.130 per unit) distributed 15 December 2015
Transfer to capital

Undistributed income at 31 December 2015

Note

oG O

OGO

RMB

12,142,529
9,278,277

(11,272,351)
10,148,455

( 1,218,806)
( 2,600,191)
( 2,454,599)
( 3,004,681)
(  870,178)

5,263,053
272,914

( 4,738,640)
6,797,327

( 1,070,366)
( 1,850,737)
( 1,757,356)
( 1,594,455)

(524,413

The amount available for distribution is the totat amount receivable by the Sub-Fund in respedhef
relevant period ("Total Income") minus any expergesgeable against income, subject to adjustnmeatke in
accordance with the Trust Deed. Total Income wankdude amount receivable by way of interests (e.g.
generated from bank deposits and debt securibegther receipts as determined by the Manageetm lbhe
nature of income. Capital gains or losses, whethalised or unrealised, do not form part of Totelome and

therefore would not impact on the amount avail&btelistribution.

11



CHINA UNIVERSAL INTERNATIONAL SERIES — CUAM RMB BONDPLUS FUND
(A Sub-Fund of China Universal International Séries

NOTES TO THE FINANCIAL STATEMENTS

31 December 2015

2.1

THE SUB-FUND

China Universal International Series (the "Trustfas constituted as an open-ended unit trust
established under the laws of Hong Kong pursuanthéotrust deed dated 29 December 2011 as
amended by two supplemental deeds dated 5 Oct@iex &nd 15 July 2013 (collectively, the "Trust
Deed"). The Trust currently consists of three autds namely CUAM RMB Bondplus Fund, CUAM
China-Hong Kong Strategy Fund and CUAM Hong Kondl&dond Fund.

CUAM RMB Bondplus Fund (the "Sub-Fund") was comneghas a separate sub-fund of the Trust on
17 February 2012. The Sub-Fund is an open-endddrust authorised by the Securities and Futures
Commission of Hong Kong (the "SFC") under Secti®d (1) of the Securities and Futures Ordinance
(the "SFO") and is required to comply with the CaateUnit Trusts and Mutual Funds established by
the SFC (the "SFC Code").

The Manager of the Sub-Fund is China Universal Asmnagement (Hong Kong) Company Limited
(the "Manager") and the Trustee is BOCI-Pruderfiraistee Limited (the "Trustee"). The Custodian is
the Bank of China (Hong Kong) Limited (the "Custai) and the Renminbi Qualified Foreign
Institutional Investors ("RQFII") Custodian is BaokChina Limited (the "RQFII Custodian").

Two classes of units, namely Class A units and<Clasnits, are available for subscription for thebS
Fund. Class A units and Class | units are subfedifferent management fees. For the year ended 31
December 2015, Class A units and Class | units vneissue.

The Sub-Fund invests in debt securities issuedimitie People's Republic of China ("PRC") and the
PRC equity securities by using RQFII quota of thansiger. As at 31 December 2015, the approved
Renminbi Qualified Foreign Institutional InvestSRQFII") quota granted to the Manager by the State
Administration of Foreign Exchange ("SAFE") was R&B billion (2014: RMB3.1 billion).

The investment objective of the Sub-Fund is to eghiconsistent investment return and long term
capital growth by primarily (i.e. not less than 8@¥oits net assets) investing in the PRC Renminbi
("RMB") fixed income securities.

BASIS OF PREPARATION

These financial statements have been preparedcordance with Hong Kong Financial Reporting
Standards ("HKFRSs") (which include all Hong Kongndncial Reporting Standards, Hong Kong
Accounting Standards ("HKASs") and Interpretatioissued by the Hong Kong Institute of Certified
Public Accountants ("HKICPA"), accounting principleggenerally accepted in Hong Kong and the
relevant disclosure provisions of the Trust Deed #re relevant disclosure provisions specified in
Appendix E to the SFC Code.

The financial statements have been prepared uhddmistorical cost basis, except for financialetss
classified at fair value through profit or loss ttheave been measured at fair value. The financial
statements are presented in RMB and all valuesr@uaded to the nearest RMB except where
otherwise indicated.

12



CHINA UNIVERSAL INTERNATIONAL SERIES — CUAM RMB BONDPLUS FUND
(A Sub-Fund of China Universal International Séries

NOTES TO THE FINANCIAL STATEMENTS

31 December 2015

2.2

2.3

CHANGE IN ACCOUNTING POLICIES AND DISCLOSURES

The accounting principles adopted in the curreat yee consistent with those of the prior year;eexp
that the Sub-Fund has adopted the following nevuseglaccounting standard:

Annual Improvements 2010-2012 Cycle
The Sub-Fund has applied the applicable improverf@rihe first time in these financial statements.
This includes:

HKAS 24 Related Party Disclosures. Clarifies that a management entity (an entity fravides key
management personnel services) is a related pabjgct to the related party disclosures. In addjtio
an entity that uses a management entity is requiretisclose the expenses incurred for management
services. This amendment to HKAS 24 has no impa¢he Sub-Fund.

NEW AND REVISED HKFRSs NOT YET ADOPTED

The Sub-Fund has not applied the following new r@wised HKFRS that has been issued but is not yet
effective, in these financial statements.

HKFRS 9 Financial Instruments?
Amendments to HKAS 1 Disclosure Initiative!

Effective for annual periods beginning on or aftefanuary 2016
2 Effective for annual periods beginning on or aftefanuary 2018
In September 2014, the HKICPA issued the final iveref HKFRS 9, bringing together all phases of
the financial instruments project to replace HKAS &nd all previous versions of HKFRS 9. The
standard introduces new requirements for classidicaand measurement, impairment and hedge
accounting. The Sub-Fund expects to adopt HKFR®M® fL January 2018. The Sub-Fund is currently
assessing the impact of the standard upon adogtidrexpects that the adoption of HKFRS 9 will have
an impact on the classification and measuremetiteoSub-Fund’s financial assets.

Amendments to HKAS 1 include narrow-focus improvatsein respect of the presentation and

disclosure in financial statements. The amendnaatgy:

(i) the materiality requirements in HKAS 1;

(i) that specific line items in the statementaoimprehensive income and the statement of financial
position may be disaggregated,;

(i) that entities have flexibility as to the adin which they present the notes to financiaiestents;
and

(iv) that the share of other comprehensive incofmessociates and joint ventures accounted foigusin
the equity method must be presented in aggregatesasgle line item, and classified between
those items that will or will not be subsequendéglassified to profit or loss.

13



CHINA UNIVERSAL INTERNATIONAL SERIES — CUAM RMB BONDPLUS FUND
(A Sub-Fund of China Universal International Séries

NOTES TO THE FINANCIAL STATEMENTS

31 December 2015

2.3 NEW AND REVISED HKFRSs NOT YET ADOPTED (contiea)

Furthermore, the amendments clarify the requiremehtt apply when additional subtotals are
presented in the statement of financial positioth e statement of comprehensive income. The Sub-
Fund expects to adopt the amendments from 1 Ja@0@4. The amendments are not expected to have
any significant impact on the Sub-Fund’s finansiatements.

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Financial instruments

(i) Classification
The Sub-Fund classifies its financial assets aatdiliiies into the categories below in accordance
with HKAS 39.

Financial assets at fair value through profit or Iss
The Sub-Fund classifies all of its investmentsirenicial assets held for trading.

Financial assets held for trading: financial assets are classified as held for t@dfnthey are
acquired for the purpose of selling or repurchasnthe near term. This category includes equity
securities and debt instruments. These assetcquéred principally for the purpose of generating
a profit from short-term fluctuations in price.

Loans and receivables

Loans and receivables are non-derivative finaragakts with fixed or determinable payments that
are not quoted in an active market. The Sub-Fuddadies in this category amounts relating to cash
and bank balances, interest receivable on debtisesu subscription proceeds receivable, and
other short-term receivables.

Financial liabilities at amortised cost
The Sub-Fund includes in this category net asd#&ibuwdable to unitholders, amounts relating to
redemption proceeds payable and other short-tepaes.

(if) Recognition
The Sub-Fund recognises a financial asset or adiabliability when, and only when, it becomes
a party to the contractual provisions of the instent.

Purchases or sales of financial assets that redalieery of assets within the time frame generally
established by regulation or convention in the retpllace (regular way trades) are recognised on
the trade date, i.e., the date that the Sub-Funmohits to purchase or sell the financial asset.

(iii) Initial measurement
Financial assets at fair value through profit asslaare recorded in the statement of financial
position at fair value. All transaction costs gurch instruments are recognised directly in piafit
loss.

Loans and receivables and financial liabilities areasured initially at their fair value plus any
directly attributable incremental costs of acqiositor issue.

14



CHINA UNIVERSAL INTERNATIONAL SERIES — CUAM RMB BONDPLUS FUND
(A Sub-Fund of China Universal International Séries

NOTES TO THE FINANCIAL STATEMENTS

31 December 2015

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cdimued)

Financial instruments (continued)

(iv) Subseguent measurement

v)

After initial measurement, the Sub-Fund measuremfiial instruments which are classified as fair
value through profit or loss at fair value. Subsaguchanges in the fair value of those financial
instruments are recorded in "Net gain/ loss onnitnal assets at fair value through profit or loss".
Interest earned of such instruments are recordearaely in "Interest income on financial assets
at fair value through profit or loss".

Loans and receivables are carried at amortised ugisg the effective interest method less any
allowance for impairment. Gains and losses aregmrised in profit or loss when the loans and
receivables are derecognised or impaired, as weéHraugh the amortisation process.

Financial liabilities are measured at amortised ostg the effective interest method. Gains and
losses are recognised in profit or loss when thigilities are derecognised, as well as through the
amortisation process.

The effective interest is a method of calculatimg &mortised cost of a financial asset or a fir@nci
liability and of allocating the interest income interest expense over the relevant period. The
effective interest rate is the rate that exactscdunts estimated future cash payments or receipts
through the expected life of the financial instruntner, when appropriate, a shorter period to the
net carrying amount of the financial asset or foiahliability. When calculating the effective
interest rate, the Sub-Fund estimates cash flowsidering all contractual terms of the financial
instruments, but does not consider future creditds. The calculation includes all fees paid or
received between parties to the contract that aréntegral part of the effective interest rate,
transaction costs and all other premiums or distsoun

Derecognition

A financial asset (or, where applicable a part dinancial asset or part of a group of similar

financial assets) is derecognised where:

* The rights to receive cash flows from the asseetepired; or

e The Sub-Fund has transferred its rights to receash flows from the asset or has assumed an
obligation to pay the received cash flows in fuitheut material delay to a third party under a
pass through arrangement; and either (a) the Sob-Ras transferred substantially all the risks
and rewards of the asset, or (b) the Sub-Fund &ifisen transferred nor retained substantially
all the risks and rewards of the asset, but hasfeared control of the asset.

When the Sub-Fund has transferred its rights teiveccash flows from an asset (or has entered
into a pass-through arrangement), and has neithesferred nor retained substantially all of the
risks and rewards of the asset nor transferredraoot the asset, the asset is recognised to the
extent of the Sub-Fund's continuing involvementttie asset. In that case, the Sub-Fund also
recognises an associated liability. The transfeasesbt and the associated liability are measured on
a basis that reflects the rights and obligatioas tihe Sub-Fund has retained.

The Sub-Fund derecognises a financial liability whie obligation under the liability is
discharged, cancelled, or expired.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cdimued)

Fair value measurement
The Sub-Fund measures financial instruments, sgcheguities investments at fair value at each
reporting date.

Fair value is the price that would be receivedeib an asset or paid to transfer a liability inaderly
transaction between market participants at the uneasent date. The fair value measurement is based
on the presumption that the transaction to selbset or transfer the liability takes place either

* In the principal market for the asset or liability,
« In the absence of a principal market, in the mdstatageous market for the asset or liability
the principal or the most advantageous market ieisiccessible by the Sub-Fund.

The fair value of an asset or a liability is measlusing the assumptions that market participantdadv
use when pricing the asset or liability, assumingt tmarket participants act in their economic best
interest.

The fair value for financial instruments tradedaictive markets at the reporting date is based e th
quoted price, without any deduction for transactosts. Securities defined in these accounts stedi
are traded in an active market.

For all other financial instruments not traded maative market, the fair value is determined biypgis
the last traded price or valuation techniques deetoébe appropriate in the circumstances. Valuation
techniques include the market approach and incqrpeoach.

All assets and liabilities for which fair value nseasured or disclosed in the financial statemergs a
categorised within the fair value hierarchy, ddsedi as follows, based on the lowest level input itha
significant to the fair value measurement as a ahol

Level 1 - Based on quoted (unadjusted) markeieprin active markets for identical assets or
liabilities

Level 2 - Based on valuation techniques for White lowest level input that is significant to
the fair value measurement is directly or indinectbservable

Level 3 - Based on valuation techniques foralvhthe lowest level input that is significant to

the fair value measurement is unobservable

For assets and liabilities that are recognisech@nfinancial statements on a recurring basis, thte S
Fund determines whether transfers have occurredebet levels in the hierarchy by reassessing
categorisation (based on the lowest level input ihaignificant to the fair value measurement as a
whole) at the end of each reporting period.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cdimued)

Impairment of financial assets

The Sub-Fund assesses at each reporting date wreefireancial asset or group of financial assets
classified as loans and receivables is impairedindpairment exists if one or more events that have
occurred after the initial recognition of the assmetl have an impact on the estimated future casvsfl

of the financial asset or the group of financiateds that can be reliably estimated. Evidence of
impairment may include indications that the debtora group of debtors, is experiencing significant
financial difficulty, default or delinquency in ietest or principal payments, the probability theyt

will enter bankruptcy or other financial reorganiga and, where observable data indicate that tisere
a measurable decrease in the estimated future fagh, such as changes in arrears or economic
conditions that correlate with defaults.

The amount of any impairment loss identified is sugad as the difference between the asset's cgrryin
amount and the present value of estimated futusd 8aws (excluding future expected credit losses
that have not yet been incurred) discounted ugiagsset's original effective interest rate. Theyoay
amount of the asset is reduced through the usa eflawance account and the amount of the loss is
recognised in profit or loss.

Impaired debts, together with the associated almeaare written off when there is no realistic
prospect of future recovery and all collateral haen realised or has been transferred to the Sud-Fu

If, in a subsequent period, the amount of the egBohimpairment loss increases or decreases because
of an event occurring after the impairment was getsed, the previously recognised impairment less i
increased or reduced by adjusting the allowanceuattc If a previous write-off is later recoveredet
recovery is credited to the profit or loss.

Interest income on impaired financial assets isgaised using the rate of interest used to discthent
future cash flows for the purpose of measuringrt@airment loss.

Foreign currency
These financial statements are presented in RMB;hwik the Sub-Fund's functional and presentation

currency. Foreign currency transactions recordedhle Sub-Fund are initially recorded using their
respective functional currency rates prevailingheg dates of the transactions. Monetary assets and
liabilities denominated in foreign currencies aianslated at the functional currency rates of emgka
ruling at the reporting date. Differences arising settlement or transaction of monetary items are
recognised in profit or loss.

Non-monetary items that are measured in termssibtical cost in a foreign currency are translated
using the exchange rates at the dates of thelifidiasactions. Non-monetary items measured at fair
value in a foreign currency are translated usirggekchange rates at the date when the fair valise wa
determined.

Foreign currency transaction gains and lossesmam(ial instruments classified as at fair valuetigh

profit or loss are included in profit or loss iretetatement of comprehensive income as part dinite
gain or loss on financial assets and liabilitiegaatvalue through profit or loss".
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cdimued)

Functional currency

The Sub-Fund's functional currency is RMB, which tiee currency of the primary economic
environment in which it operates. The Sub-Fundifopmance is evaluated and its liquidity is managed
in RMB. Therefore, the RMB is considered as theremcy that most faithfully represents the
economic effects of the underlying transactiongnéy and conditions. The Sub-Fund's presentation
currency is also RMB.

Net assets attributable to unitholders
The Sub-Fund issues redeemable units, namely Blasgts and Class | units, which are redeemable at
the unitholder's option and are classified as firgdiabilities.

The unitholders can redeem the units during thegH$ong and PRC business days of each calendar
month or such other day or days determined by thadger and Trustee may agree from time to time
for cash equal to a proportionate share of the Bulid's net assets attributable to unitholders ef th
relevant classes.

Redeemable units are issued and redeemed at tther'sabption at prices based on the Sub-Fund's net
assets attributable to unitholders per unit attitne of issue or redemption. The Sub-Fund's nedtass
attributable to unitholders per unit is calculasddividing the net assets attributable to uniteatdby

the number of units in issue.

Distributions to unitholders

Distributions are at the discretion of the Managgrdistribution to the Sub-Fund's unitholders is
included in profit or loss in the statement of coefgensive income as the "finance costs". A proposed
distribution is recognised as a liability in theayén which it is approved by the Manager of théd-Su
Fund.

Cash and cash equivalents
For the purpose of the statement of financial pmsitcash and cash equivalents comprise cash ah han
demand deposits, and short-term deposits in baittk,onginal maturities of three months or less.

For the purpose of the statement of cash flowsh eal cash equivalents consist of cash and cash
balances as defined above, net of outstanding teerdrafts when appropriate.

Interest income
Interest income is recognised in the statement avhprehensive income for all interest-bearing
financial instruments as it accrues, using thecéffe interest method.

Net gain/(loss) on financial assets at fair vahretigh profit or loss
This item includes changes in the fair value oéficial assets as at "fair value through profitosst
and excludes interest income and expense.

Unrealised gains and losses comprise changes fiaithealue of financial instruments for the yeada
from reversal of prior period's unrealised gaind kErsses for financial instruments which were szl
in the reporting period.
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2.4

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cdimued)

Net gain/(loss) on financial assets at fair vahreaigh profit or loss (continued)

Realised gains and losses on disposals of finamgaliments classified as "fair value through jprof
loss" are calculated using the weighted averagéhadetThey represent the difference between an
instrument's average cost and disposal amount.

Related parties
A party is considered to be related to the Sub-Rfind

(a) the party is a person or a close member of thaopés family and that person
(i) bhas control or joint control over the Sub-Fund;
(i) bhas significant influence over the Sub-Fund; or
(i) is a member of the key management personnel @&uheFund or of a parent of the Sub-Fund;

or

(b) the party is an entity where any of the followoanditions applies:

(i) the entity and the Sub-Fund are members of the gaoup;

(i) one entity is an associate or joint venture of dkiger entity (or of a parent, subsidiary or
fellow subsidiary of the other entity);

(iif) the entity and the Sub-Fund are joint venturefiefsame third party;

(iv) one entity is a joint venture of a third entity ahe other entity is an associate of the third
entity;

(v) the entity is a post-employment benefit plan fax benefit of employees of either the Sub-
Fund or an entity related to the Sub-Fund,

(vi) the entity is controlled or jointly controlled byparson identified in (a);

(vii) a person identified in (a)(i) has significant irfhce over the entity or is a member of the key
management personnel of the entity (or of a payktite entity); and

(viii) the entity, or any member of a group of which itaispart, provides key management
personnel services to the Sub-Fund or to the pafahe Sub-Fund.

Taxes

The Sub-Fund is exempt from all forms of taxatiorHiong Kong, including income, capital gains and

withholding taxes. However, in some jurisdictioimsjestment income and capital gains are subject to
withholding tax deducted at the source of the ineoifhe Sub-Fund presents the withholding tax
separately from the gross investment income in dtatement of comprehensive income. For the
purpose of the statement of cash flows, cash irfliram investments are presented net of withholding
taxes, when applicable.

SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES

The preparation of the Sub-Fund's financial statemeequires management to make judgments,
estimates and assumptions that affect the rep@meounts recognised in the financial statements.
However, uncertainty about these assumptions airdass could result in outcomes that could require
a material adjustment to the carrying amount ofatbeet or liability affected in the future periods.
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3.

SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES:Ontinued)

Judgements
In the process of applying the Sub-Fund's accognpiolicies, management has made the following
judgements, which have the most significant effent the amounts recognised in the financial
statements:

Going concern

The Sub-Fund's management has made an assessntie&tSafb-Fund's ability to continue as a going
concern and is satisfied that the Sub-Fund hasetbmurces to continue in business for the foreseeab
future. Furthermore, management is not aware pfnaaterial uncertainties that may cast significant
doubt upon the Sub-Fund's ability to continue g®iag concern. Therefore, the financial statements
continue to be prepared on the going concern basis.

Estimates and assumption

The key sources of estimation uncertainty at tipenieng date, that have a significant risk of cagsa
material adjustment to the carrying amounts oftasaed liabilities within the next financial yeare
discussed below. The Sub-Fund based its estimatepavameters available when the financial
statements were prepared. However, existing cirtames and assumptions about future developments
may change due to market changes or circumstamisésgabeyond the control of the Sub-Fund. Such
changes are reflected in the assumptions whenotbayr.

Fair value of financial instruments

When the fair values of financial assets recordeitié statement of financial position cannot béveelr
from active markets, their fair value is determinming a variety of valuation techniques that idelu
the use of valuation models. The inputs to theseaisoare taken from observable markets where
possible, but where this is not feasible, estinmaiforequired in establishing fair values. Thereates
include considerations of liquidity and model inpuelated to items such as yield curve, credit risk
(both own and counterparty's), correlation and tldla Changes in assumptions about these factors
could affect the reported fair value of financiatruments in the statement of financial positiod the
level where the instruments are disclosed in tirevedue hierarchy. The models are tested for vtglid
by calibrating to prices from any observable curremarket transactions in the same instrument
(without modification or repackaging) when availblo assess the significance of a particular ibgput
the entire measurement, the Sub-Fund performstaéiysanalysis or stress testing techniques.

TRANSACTIONS WITH THE MANAGER AND ITS CONNECTEDPERSONS AND RELATED
PARTY TRANSACTIONS

The following is a summary of significant relatedrfy transactions entered into during the year
between the Sub-Fund and the Manager and theirecteth persons. Connected persons of the
Manager are those as defined in the SFC Code raikactions entered into during the year between
the Sub-Fund, the Manager and their connected peraere carried out in the normal course of
business and on normal commercial terms. To thedféhe Manager's knowledge, the Sub-Fund does
not have any other transactions with connectecopsrexcept for those disclosed below:
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4, TRANSACTIONS WITH THE MANAGER AND ITS CONNECTEDPERSONS AND RELATED
PARTY TRANSACTIONS (continued)

Bank deposits and investments held by the Trustéfliates

The Sub-Fund's bank deposits and investments watelly the Trustee's affiliates, Bank of China
(Hong Kong) Limited and Bank of China Limited, tBastodian and RQFII Custodian of the Sub-Fund,
respectively. Further details of the balances et described in note 8 to the financial statements
During the year, interest income on these bankicawas RMB47,044 (2014: RMB60,582).

Brokerage commission

Orient Securities Company Limited, a major shareééolof the Manager, BOC International (China)
Limited, an affiliate of the Trustee, and Bank dfi@a Limited, the RQFII Custodian of the Sub-Fund,
rendered brokerage services for the Sub-Fund'$hpses and sales of securities. With effective ft8m
November 2014, BOC International (China) Limiteéged to be the broker for the Sub-Fund. During
the years ended 31 December 2015 and 2014, theattion details were as follows:

2015 % of Sub-
Aggregate value Total Fund's total Average
of purchases and commission transactions commission
sales of securities paid during the year rate
RMB RMB % %
Orient Securities
Company Limited 172,378,683 35,640 35.37% 0.02%
Bank of China Limite 31£,035,89! 32,00( 64.63% 0.01%
2014 % of Sub-
Aggregate value Total Fund's total Average
of purchases and commission transactions commission
sales of securities paid during the year rate
RMB RMB % %
Orient Securities
Company Limited 226,741,687 45,348 29.10% 0.02%
BOC International
(China) Limited 90,184,758 16,037 11.58% 0.02%
Bank of China Limited 462,124,022 44,000 59.32% 0.01%
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4, TRANSACTIONS WITH THE MANAGER AND ITS CONNECTEDPERSONS AND RELATED
PARTY TRANSACTIONS (continued)

Management fee
The Manager is entitled to receive, on an annaaish a management fee from the Sub-Fund, at a rate

of 1.5% for Class A units and 0.75% for Class Itsifup to maximum of 3% per annum in total by
giving not less than one month's prior notice ®uhitholders) per annum with respect to the nettas
attributable to unitholders of each class of thb-Bund calculated and accrued on each dealingmtdy a
are paid monthly in arrears.

Trustee fee

The Trustee is entitled to receive, on an annusikba trustee fee from the Sub-Fund, at the curege

of 0.175% (up to maximum of 0.5% per annum in tbtabiving not less than one month's prior notice
to the unitholders) per annum of the net assetibatable to unitholders of the Sub-Fund calculated
subject to a minimum monthly fee of RMB40,000, aedrued on each dealing day and is paid monthly
in arrears.

Custodian and RQFII Custodian fee

The Custodian is entitled to receive, on an anbaals, custodian fees from the Sub-Fund, at aufate
to 0.1% per annum of the net assets attributablentiholders of the Sub-Fund calculated and is paid
monthly in arrears. The fees and charges payablleet®QFII Custodian are borne by the Custodian.
As at 31 December 2015 and 31 December 2014, sorere payable to the Custodian.

5. INCOME TAX

Hong Kong tax
No provision for Hong Kong profits tax has been méor the Sub-Fund. The Sub-Fund is authorised

by the SFC as a collective investment scheme patgoaSection 104 of the SFO for offering to the
retail public in Hong Kong. It is exempted from HpKong profits tax under Section 26A(1A) of the
Hong Kong Inland Revenue Ordinance.

PRC tax

Under PRC laws and regulations, foreign investstglf as the Sub-Fund) may be subject to a 10%
withholding tax on income (such as dividend/integesd capital gains) imposed on securities issyed b
PRC tax resident enterprises.

Withholding tax

A 10% PRC withholding tax will be levied on dividimand interest derived by foreign investors. The
PRC payers (i.e. the issuers) would have the dimiggo withhold the 10% withholding tax on the
dividend and interest income behalf of the Sub-Fdrte Sub-Fund has recognised interest income of
debt securities before the coupon dates and hae md®% tax provision on interest receivable from
the PRC companies’he withholding tax for the year ended 31 Decenm®@t5 was RMB217,843
(2014: tax credit of RMB554,609).
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5. INCOME TAX (continued)
PRC tax (continued)

Capital gainstax

In view of the "Notice on the issues of temporaxgmption from the imposition of corporate income
tax arising from gains from the transfer of equityestment assets such as PRC domestic stocks by
Quallified Foreign Institutional Investor ("QFII"nd RQFI" ("X QFIIFIRQFIIE S B 52 N
SEEHE 2 M R P S R B A SR TS R REAY 2B A1) Caishui [2014] No.79 (the
"Notice") issued by the Ministry of Finance of tiRRRC (the "MoF"), the State Administration of
Taxation of the PRC ("SAT") and the China SecuwsitRegulatory Commission (the "CSRC"), no
capital gains tax provision was made for the yeaded 31 December 2015 (2014: credit of
RMB1,218,979).

6. DISTRIBUTIONS
2015
RMB
Interim dividend (RMBO0.053 per unitstalibuted on 13 March 2015 1,070,366
Interim dividend (RMBO0.100 per unitslibuted on 15 June 2015 1,850,737
Interim dividend (RMBO0.110 per unitslibuted on 15 September 2015 1,757,356
Final dividend (RMBO0.130 per unit) tiilsuted on 15 December 2015 1,594,455
6,272,914
2014
RMB
Interim dividend (RMBO0.045 per unit) distributed d& March 2014 1,218,806
Interim dividend (RMBO0.100 per unit) distributed & June 2014 2,600,191
Interim dividend (RMBO0.118 per unit) distributed df September 2014 2,454,599
Final dividend (RMBO0.160 per unit) distributed of ecember 2014 3,004,681

9,278,277

The Manager has declared, on behalf of the SulokRitve above interim and final dividend during the
years ended 31 December 2015 and 2014. The distrisuiwere paid out on 19 March 2015, 18 June
2015, 21 September 2015 and 21 December 2015 ctesie.
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7. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OROSS
2015 2014
RMB RMB
Held for trading:

Quoted debt securities 116,449,342 177,579,069
Total financial assets at fair value through profitoss 116,449,342 177,579,069
Net gains or losses recognised in relation to trerassets

at fair value through profit or loss:

Realised gain/(loss) 5,676,110 ( 3,623,920)

Unrealised (loss)/gain ( 937,470) 13,892,

Net gains 4,738,640 10,053,372

In the absence of a quoted price in an active aetadebt securities are valued using observablgtsnp
such as recently executed transaction prices iardies of the issuers or comparable issuers aeld yi
curves. Adjustments are made to valuation whengssarg to recognise differences in the instrument
terms. To the extent that the significant inpute abservable, the Sub-Fund categorises these
investments as Level 2.

The following table shows an analysis of the Subédsi financial assets measured at fair value at 31
December 2015 and at 31 December 2014.

At 31 December 2015 Quoted prices nigant  Significant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB RMB RMB RMB

Financial assets at fair value
through profit or loss
— held for trading:
Quoted debt securities - 446,342 - 116,449,342
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7. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OROSS (continued)
At 31 December 2014 Quoted prices Significant  niBigant
in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB RMB RMB RMB

Financial assets at fair value
through profit or loss
— held for trading:
Quoted debt securities - 177,579,069 - 177,579,069

There are no investments classified within Levahd8 no transfers of fair value measurements betwee
Level 1 and Level 2 for the year ended 31 Decerib&b (2014: Nil).

8. CASH AND BANK BALANCES
The cash at banks held with the Custodian and ®EIRCustodian of the Sub-Fund, was placed into
accounts bearing floating interest.

9. NUMBER OF UNITS IN ISSUE

The following is the subscription/(redemption)usfits of the Sub-Fund during the year:

Number of Number of
Class A units Class | units
At 1 January 2014 29,245,019.98 4,675,210.15
Subscription of units 438,159.16 6,357,587.12
Redemption of units (19,660,619.68) (2,187,17p.6
At 31 December 2014 and 1 January 2015 10,022,659 8,845,617.65
Subscription of units 201,585.54 3,521,647.35
Redemption of units ( 4,562,016.82) (6,942,88p.
At 31 December 2015 5,662,128.18 5,425,184.12
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10. NET ASSETS ATTRIBUTABLE TO UNITHOLDERS

A reconciliation of the net assets attributableutatholders as reported in the statement of firgnci
position to the net assets attributable to unitadddetermined for the purposes of processing unit
subscriptions and redemptions is provided below:

2015
RMB
Published net assets attributable to unitholders 119,288,746
Adjustment on preliminary expense (note) ( 150,558)
Net assets attributable to unitholders
(per financial statements) 119,138,188
2014
RMB
Published net assets attributable to unitholders 197,887,226
Unrecorded redemption on 31 December 2014 (85,425)
Adjustment on preliminary expense (note) (300,704)
Net assets attributable to unitholders
(per financial statements) 197,501,097

Note:

The published net assets are calculated in acccedaith the Explanatory Memorandum where
preliminary expenses are capitalised and to be tsedrover the first five years of the operatiorhef
Sub-Fund, while for the net assets as reporteldamuidited financial statements, preliminary espsn
are expensed as incurred, as required under HKiRRBofit or loss.

Net assets per unit
At 31 December 2015 Published net assets per unit (per financial statements)
RMB RMB

Net assets attributable to
unitholders per unit

- Class A units 10.597 10.583

- Class | units 10.929 10.915
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10.

11.

NET ASSETS ATTRIBUTABLE TO UNITHOLDERS (contied)

Net assets per unit
At 31 December 2014 Published net assets per unit (per financial statements)
RMB RMB

Net assets attributable to
unitholders per unit

- Class A units 10.374 10.358

- Class | units 10.608 10.592

FINANCIAL RISK AND MANAGEMENT OBJECTIVES AND PQICIES

Risk management

Risk is inherent in the Sub-Fund's activities, liutis managed through a process of ongoing
identification, measurement and monitoring. The &ger is responsible for identifying and controlling

risks. In perspective of risk management, the Suhdis objective is to create and protect value for
unitholders.

The Sub-Fund is exposed to market risk (which idetufixed income securities price risk, interest ra
risk and foreign exchange risk), liquidity risk,dacredit and counterparty risk arising from theafinial
instruments it holds.

Market risk

Market risk is the risk of loss arising from urtednty concerning movements in market prices and
rates, including observable variables such asdsteamtes, credit spreads, exchange rates, antsothe
that may be only indirectly observable such astiliies and correlations. Market risk includes Buc
factors as changes in economic environment, consompattern and investors' expectation etc. which
may have significant impact on the value of theeBtments. Market movement may therefore result in
substantial fluctuation in the net assets attribiet#o unitholders per unit of the Sub-Fund.

The maximum credit risk resulting from financiakiruments approximate their carrying amounts.

The Sub-Fund assumes market risk in trading &etsvi The Sub-Fund distinguishes market risk as
follows:

» Fixed income securities price risk

* Interest rate risk
» Foreign exchange risk
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11.

FINANCIAL RISK AND MANAGEMENT OBJECTIVES AND PQICIES (continued)

Risk management (continued)

Market risk (continued)

Fixed income securities price risk

Fixed income securities price risk is the risk nfavorable changes in the fair values of debt seesir
as the result of changes in the value of individixald income securities. As at the end of the riépg
period, the fixed income securities price risk esyre arises from the Sub-Fund's investments imfixe
income securities.

Management's estimation of the effect on changegirassets attributable to unitholders for the yea
due to a reasonably possible change in the appdicaded income index, Chinabond Composite Index,
which is an internally predetermined benchmarkfiiced income investment of the Sub-Fund, with all
other variables held constant, is indicated intétide below. In practice, the actual trading resuoiay
differ from the sensitivity analysis below and thiference could be material.

At 31 December 2015 Effect on net assets attiile
to unitholders and on changes
Change in in net assets attributable to
Market index index price unitholders for theye
RMB/Unit
Chinabond Composite Index +/-8.15% +/-0.480
At 31 December 2014 Effect on net assets attiile
to unitholders and on changes
Change in in net assets attributable to
Market index index price unitholders for thaye
RMB/Unit
Chinabond Composite Index +/-10.34% +/-0.905

Interest rate risk
Interest rate risk arises from the effects oftilations in the prevailing levels of market inténeges
on the fair value of interest-bearing assets andgducash flow.

As the Sub-Fund has invested in fixed income sgesrivhose values are driven significantly by
changes in interest rates, the Sub-Fund is sutgjaénterest rate risk. When interest rates rise vlue

of previously acquired fixed income securities widirmally fall because new debt securities acquired
will pay a higher rate of interest. In contrast,iriferest rates fall, then the value of the presipu
acquired debt securities will normally rise. Theridger regularly assesses the economic condition,
monitor changes in interest rates outlook and tafgwopriate measures accordingly to control the
impact of interest rate risk.
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11.

FINANCIAL RISK AND MANAGEMENT OBJECTIVES AND PQICIES (continued)

Risk management (continued)

Market risk (continued)

Interest rate risk (continued)

The majority of interest rate exposure arises aestments in debt securities. Most of the Sub-FRund'
investments in debt securities carry fixed interesés and the average duration of the fixed income
portion is around 4.0 (2014: 2.9).

The following table demonstrates the sensitivifyttte Sub-Fund's profit or loss for the year to a
reasonable possible change in interest rates,allitither variables held constant.

The sensitivity of both the net assets attribidblunitholders and the change in net assetbuattitile

to unitholders from operations is the effect of #ssumed changes in interest rates on changes in fa
value of investments for the year, based on remgldixed rate financial assets at the end of the
reporting period. In practice, the actual tradiaguits may differ from the sensitivity analysisdyeland

the difference could be significant.

At 31 December 2015 Financial Sensitivity of
assets at fair Change in changes in fair value
value through basis of investments
profit or loss points increase/(decrease)
RMB RMB
Quoted debt securities 116,449,342 +/-50 -/+2 00D
At 31 December 2014 Financial Sensitivity of
assets at fair Change in changes in fair value
value through basis of investments
profit or loss points increase/(decrease)
RMB RMB
Quoted debt securities 177,579,069 +/-50 -/+2 (U0

The Sub-Fund also has interest-bearing bank depo&# the bank deposits are on demand, the
Manager considers the movement in interest ratik$iave insignificant cash flow impact on the daily
net assets attributable to unitholders as at 3mDber 2015 and 31 December 2014 and therefore no
sensitivity analysis of interest on bank depositsresented
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11.

FINANCIAL RISK AND MANAGEMENT OBJECTIVES AND PQICIES (continued)

Risk management (continued)

Market risk (continued)

Foreign exchange risk

Foreign exchange risk is the risk that the valugnancial instruments will fluctuate due to chasgn
foreign exchange rates.

The Sub-Fund holds assets and liabilities predamiynaenominated in RMB, the functional currency
of the Sub-Fund. The Manager considers the Sub-Fundt exposed to significant currency risk and
therefore no sensitivity analysis is presented.

Liquidity risk

Liquidity risk is defined as the risk that the Stibad will encounter difficulty in meeting obligatie
associated with financial liabilities that are kettby delivering cash or other financial assetse Bub-
Fund is exposed to cash redemptions of its reddenualits on every business day during the calendar
year.

Liquidity risk may also result from an inability 8ell a financial asset quickly at an amount closks

fair value. The Sub-Fund invests generally in tfCPbond market. The RMB denominated bond
market is at a developing stage and the marketatigaition and the trading volume may be lower than
those of the more developed markets. In the absehee active market, the Sub-Fund may need to
hold the debt securities until their maturity daen if a secondary market develops, the price at
which debt securities are traded may be higheowet than the initial subscription price due to nan
factors including prevailing interest rates. Furthiee bid and offer spread of the price of debusées
may be wide and significant trading costs couldirtmeirred. The Sub-Fund may suffer losses when
such investments are sold.

The Manager seeks to control the liquidity riskiué investment portfolio in order to meet unithokie
redemption requests. However, if sizable redemptasjuests are received, the Manager may need to
liquidate investment at a substantial discountrihepto satisfy such requests and the Sub-Fund may
suffer losses as a result.

The table below summarises the maturity profileSab-Fund's financial liabilities at the end of the
reporting period based on contractual undiscountesh flows. The table also analyses the maturity
profile of the Fund'’s financial assets (undiscodnténere appropriate) in order to provide a complete
view of the Fund’s contractual commitments anditigy.

Financial liabilities

The maturity grouping is based on the remainingogefrom the end of the reporting period to the
contractual maturity date. When a counterpartyehaloice of when the amount is paid, the liabikty
allocated to the earliest period in which the Subd-can be required to pay.
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11. FINANCIAL RISK AND MANAGEMENT OBJECTIVES AND PQICIES (continued)

Risk management (continued)

Liquidity risk (continued)

Financial assets

Analysis of debt securities at fair value througbfp or loss into maturity groupings is based be t
expected date on which these assets will be realiSer other assets, the analysis into maturity
groupings is based on the remaining period fromethe of the reporting period to the contractual
maturity date or, if earlier, the expected datevhich the assets will be realised.

At 31 December 2015 Less than 3t06
3 months months Others* Total
RMB RMB RMB RMB

Financial assets
Financial assets at fair value through

profit or loss 116,449,342 - - 116,449,342
Cash and bank balances 2,621,943 - - 2,621,943
Interest receivable 1,654,547 1,309,552 - 2 (3N,
Deposit reserve 15,176 - - 15,176
Total financial assets 120,741,008 1,309,552 - ,d32560

Less than 3t06

3 months months Others* Total

RMB RMB RMB RMB

Financial liabilities
Redemption proceeds payable 591,064 - - 591,064
Management fee payable 118,926 - - 118,926
Trustee fee payable 40,000 - - 40,000
Other payables and accruals 227,414 - - 227,414
Net assets attributable to unitholders* - - 118,188 119,138,188
Total financial liabilities 977,404 - 119,138,18820,115,592

* As detailed in the explanatory memorandum of 8wb-Fund, the redeemable participating units
might be subject to redemption restrictions.
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11. FINANCIAL RISK AND MANAGEMENT OBJECTIVES AND PQICIES (continued)

Risk management (continued)

Liquidity risk (continued)

At 31 December 2014 Less than 3to6
3 months months Others* Total
RMB RMB RMB RMB
Financial assets
Financial assets at fair value through
profit or loss 177,579,069 - - 177,579,069
Cash and bank balances 13,247,289 - - 13,247,289
Interest receivable 3,033,456 3,991,376 - 7,024,83
Deposit reserve 39,676 - - 39,676
Subscription proceeds receivable 2,210,515 - - 1®@=®15
Total financial assets 196,110,005 3,991,376 - ,A1n381
Less than 3to6
3 months months Others* Total
RMB RMB RMB RMB
Financial liabilities
Redemption proceeds payable 392,306 - - 392,306
Management fee payable 206,264 - - 206,264
Trustee fee payable 42,667 - - 42,667
Other payables and accruals 124,695 - - 124,695
Net assets attributable to unitholders* - - 191,807 197,501,097
Total financial liabilities 765,932 - 197,501,09798,267,029

* As detailed in the explanatory memorandum of 8wb-Fund, the redeemable participating units
might be subject to redemption restrictions.

Credit and counterparty risk

The Sub-Fund is exposed to credit risk, which &rikk that one party to a financial instrumentl wil
cause a financial loss for the other party byragilio discharge an obligation.

If the issuer of any of the fixed income securitiesvhich the Sub-Fund's assets are invested ewuttef
the performance of the Sub-Fund will be advers#icted.

The Sub-Fund's maximum exposure to credit riskhatdnd of the reporting period is the carrying
amount of total assets as shown on the stateméimaofcial position.
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11.

FINANCIAL RISK AND MANAGEMENT OBJECTIVES AND PQICIES (continued)

Risk management (continued)

Credit and counterparty risk (continued)
The Manager considers that none of these asseitmpaged nor past due as at 31 December 2015.

The Sub-Fund has the majority of its fixed incoraewsities invested in credit rating of AA bonds.€Th
default risk of the issuer is expected to be lowdng investing in a high credit rating instruments.
However, it is worthwhile to note that due to timited access of the Chinese fixed income secaritie
the credit rating are normally provided by Chiné&szal rating agencies, including but not limited to
four major agencies (i) China Chengxin Internatid@ieedit Rating Co., Ltd. (a joint-venture with €tit
Ratings and the International Finance Corporatitii(")); (ii) China Lianhe Credit Rating Co. Ltd.;
(iii) Dagong Global Credit Rating Co., Ltd. (in paership with Moody's); and (iv) Shanghai Far East
Credit Rating Co., Ltd. Chinese fixed income sd@siare not usually rated by internationally
recognised credit ratings agency like Moody's, @sath & Poor's and Fitch Ratings. Below is a table
showing the allocation of fixed income securitieghie bond portfolio in terms of credit ratings:

At 31 December 2015 Assigned by the Chinese local Percentage of fixed income
rating agencies portfolio (%)

AA* 73.23%
At 31 December 2014 Assigned by the Chinese local Percentage of fixed income
rating agencies portfolio (%)

AAA 11.35%

AA* 76.73%

88.08%

*AA credit ratings including AA+, AA and AA- rating

The policy bank bonds and Chinese government bbeldsby the Sub-Fund of RMB31,570,109 (2014:
RMB21,027,060) as at 31 December 2015 do not hasditcrating issued by local credit rating
agencies. There is no indication to the Managet these financial assets are impaired as at 31
December 2015 and 31 December 2014.

All transactions in securities are settled/paid dipon delivery using approved brokers. The risk of
default is considered minimal, as delivery of sdémg is only made once the broker has received
payment. Payment is made on a purchase once thétsschave been received by the broker. The
trade will fail if either party fails to meet itblhgation.

Capital management

The Sub-Fund's objectives for managing capitaltar@vest the capital in investments in order to
achieve its investment objective while maintaingugficient liquidity to meet the expenses of théoSu
Fund, and to meet redemption requests as they arise
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12. SOFT COMMISSION ARRANGEMENTS

The Manager and its connected persons have naveecany soft dollar commissions or entered into
any soft dollar arrangements in respect of the mament of the Sub-Fund for the years ended 31
December 2015 and 2014.

13. EVENTS AFTER THE REPORTING PERIOD

(&) On 7 March 2016, the Manager declared, on behalthef Sub-Fund, an interim dividend of
RMB348,521 (at RMBO0.05 per unit). This distributismas paid out on 21 March 2016.

(b) During the period between the reporting date arel dhte of authorisation of these financial
statements, the Sub-Fund has a total subsequestdrgitton and redemption of RMB774,827 and
RMB47,220,468 respectively.

14. APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and auttbfizr issue by the Trustee and the Manager on 22
April 2016.
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LISTED/QUOTED DEBT
SECURITIES

China

Denominated in RMB

CHINA DEVELOPMENT BANK
CORP 3.74% A 10SEP2025

CHINA GOVT BOND 3.51% S/A
16JUL202!

EXPORT-IMPORT BANK OF
CHINA 3.87% A 14SEP2025

JIAN CITY CONSTRUCTION
INVESTMENT &
DEVELOPMENT CO LTD 7.8%
A 20APR2019

PUBANG LANDSCAPE
ARCHITECTURE CO LTD 5.5%
A 10MAY2018

SHANGHAI KINGHILL LTD 6.5%
A 22JAN2018

SHANGHAI LAKE DIANSHAN
NEWTOWN DEVELOPMENT
CO LTD 5.95% A 30JAN20z

SHANGHAI RAAS BLOOD
PRODUCTS CO LTD 5.6% A
26MAR2018

SHENZHEN O-FILM TECH CO
LTD 7.9% A 24FEB2017

SICHUAN HEBANG CORP LTD
6.4% A 25N0OV2019

XIAMEN YUZHOU GRAND
FUTURE REAL ESTATE
DEVELOPMENT CO LTD 5.1%
A 07DEC2020

ZHEJIANG BAOXINIAO
GARMENT CO LTD 7.4% A
24NOV2018

ZHEJIANG TRANSFAR CO LTD
5.6% A 15MAR2018

ZHEJIANG YASHA
DECORATION CO LTD 5.2% A
13JUL2017

ZHUCHENG ECONOMIC
DEVELOPMENT &
INVESTMENT CO LTD 6.8% A
29N0OV2019

Total debt securities

Nominal value Fair value

Accrued Interest

% of net assets

10,000,00010,502,120 115,470 8.82
10,000,00C 10,572,81¢ 161,193 8.87
10,000,000 10,495,170 115,254 8.81
10,000,000 8,536,450 436,459 7.17
8,850,500 9,018,660 314,738 7.57
10,000,000 10,179,200 612,602 8.54
10,000,00C 10,000,00(¢ 547,726 8.39
5,503,000 5,709,363 237,247 4.79
89,000 93,183 5,991 0.08
10,000,000 10,250,000 64,877 8.60
10,000,000 10,000,000 34,932 8.39
4,000,000 4,240,000 30,816 3.56
2,000,000 2,044,000 89,600 1.72
6,000,000 6,132,000 147,025 5.15
10,190,000 8,676,377 49,981 7.28
116,449,342 2,963,911 97.74
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31 December 2015

TOTAL NET ASSETS

Total debt securities (Cost: RMB 113,984,222) 116,449,342
Cash and cash equivalents 2,621,943
Other net assets 66,903
Total net assets 119,138,188
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UNAUDITED STATEMENT OF MOVEMENTS IN PORTFOLIO HOLINGS

31 December 2015

LISTED/QUOTED DEBT
SECURITIES

China
Denominated in RMB

AGRICULTURAL
DEVELOPMENT BANK OF
CHINA 5.78% A 17JAN2019

AGRICULTURAL
DEVELOPMENT BANK OF
CHINA CO LTD 3.97% A
27FEB2025

CHINA DEVELOPMENT BANK
CORP 3.74% A 10SEP2025

CHINA DEVELOPMENT BANK
CORP 3.81% A 05FEB2025

CHINA DEVELOPMENT BANK
CORP 4.13% A 13APR2020

CHINA DEVELOPMENT BANK
CORP 4.21% A 13APR2025

CHINA DEVELOPMENT BANK
CORP 5.02% A 21AUG2024

CHINA GOVT BOND 3.51% S/A
16JUL2025

EXPORT-IMPORT BANK OF
CHINA 3.87% A 14SEP20:

EXPORT-IMPORT BANK OF
CHINA 5.1% A 05MAR2019

HUAIAN CITY WATER ASSET
MANAGEMENT CO LTD 5.83%
A 24APR2020

JIAN CITY CONSTRUCTION
INVESTMENT &
DEVELOPMENT CO LTD 7.8%
A 20APR2019

LIANHE CHEMICAL
TECHNOLOGY CO LTD 7.3% A
21FEB2019

NANAN CITY TRADE
INDUSTRY & AGRICULTURE
INVESTMENT MANAGEMENT
CO LTD 8.5% A 25APR2019

Atl
January
2015

10,000,000

10,000,000

10,000,000

8,973,200

Additions

10,000,000
10,000,000
10,000,000
10,000,000
10,000,000
10,000,000
10,000,000

10,000,00(¢

10,000,000

2,000,000

8,973,200

20,000,000 20,000,000
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Disposals

(10,000,000)

(10,000,000)

(10,000,000)
(10,000,000)
(10,000,000)

(10,000,000)

(10,000,000)

(10,000,000)

(2,000,000)

(17,946,400)

(40,000,000)

At 31
December
2015

10,000,000

10,000,000

10,000,00(¢

10,000,000
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UNAUDITED STATEMENT OF MOVEMENTS IN PORTFOLIO HOLINGS (continued)

31 December 2015

LISTED/QUOTED DEBT
SECURITIES (continued)

China (continued)
Denominated in RMB

PUBANG LANDSCAPE
ARCHITECTURE CO LTD 5.5%
A 10MAY2018

QUANZHOU URBAN
CONSTRUCTION STATE
OWNED ASSET INVESTMENT
CO LTD 6.48% A 11JAN2020

SHANGHAI KINGHILL LTD 6.5%
A 22JAN2018

SHANGHAI LAKE DIANSHAN
NEWTOWN DEVELOPMENT
CO LTD 5.95% A 30JAN20z

SHANGHAI RAAS BLOOD
PRODUCTS CO LTD 5.6% A
26MAR2018

SHANGHAI REAL ESTATE
GROUP CO LTD 6.12% A
17MAY2017

SHENZHEN O-FILM TECH CO
LTD 7.9% A 24FEB2017

SICHUAN HEBANG CORP LTD
6.4% A 25NOV2019

XIAMEN YUZHOU GRAND
FUTURE REAL ESTATE
DEVELOPMENT CO LTD 5.1%
A 07DEC202I

YUNTIANHUA GROUP 5.81% A
15JUL2016

ZHEJIANG BAOXINIAO
GARMENT CO LTD 7.4% A
24NOV2018

Movement
Atl At 31
January Corporate December
2015  Additions Action Disposals 2015
16,002,000 14,500,000 - (21,651,500) 8,850,500
- 10,000,000 - (10,000,000) -
- 10,000,000 - - 10,000,000
- 10,000,00(¢ - - 10,000,00C
14,503,000 - - (9,000,000) 5,503,000
20,000,000 10,000,000 - (30,000,000) -
11,149,000 11,149,000 - (22,209,000) 89,000
10,000,000 10,000,000 - (10,000,000) 10,000,000
- 10,000,00(¢ - - 10,000,00cC
20,000,000 - - (20,000,000) -
- 8,000,000 - (4,000,000) 4,000,000
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UNAUDITED STATEMENT OF MOVEMENTS IN PORTFOLIO HOLINGS (continued)

31 December 2015

LISTED/QUOTED DEBT
SECURITIES (continued)

China (continued)
Denominated in RMB

ZHEJIANG TRANSFAR CO LTD
5.6% A 15MAR2018

ZHEJIANG YASHA
DECORATION CO LTD 5.2%
A 13JUL2017

ZHUCHENG ECONOMIC
DEVELOPMENT &
INVESTMENT CO LTD 6.8%
A 29NOV2019

Total debt securiti¢

Movement

Atl At 31
January Corporate December
2015  Additions Action Disposals 2015
2,640,300 2,000,000 - (2,640,300) 2,000,000
11,000,000 - - (5,000,000) 6,000,000
10,190,000 10,038,000 - (10,038,000) 10,190,000
174,457,500 226,660,20( - (284,485,20C 116,632,50(
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UNAUDITED PERFORMANCE TABLE

31 December 2015

1. NET ASSET VALUE
Net asset value
per unit
RMB
As at 31 December 2015
- Class A units 10.583
- Class | units 10.915
As at 31 December 2014
- Class A units 10.358
- Class | units 10.592
As at 31 December 2013
- Class A units 9.959
- Class | units 10.100
2. HIGHEST ISSUE AND LOWEST REDEMPTION PRICES PER UNIT
Highest
subscription
unit price
RMB
During the year ended 31 December 2015
- Class A units 10.661
- Class | units 10.986
During the year ended 31 December 2014
- Class A units 10.632
- Class | units 10.860
During the year ended 31 December 2013
- Class A units 10.382
- Class | units 10.482
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Total net
asset value
RMB

59,924,268
59,213,920

103,812,568
93,688,529

291,263,077
47,220,117

Lowest
redemption
unit price

RMB

10.370
10.605

9.962
10.106

9.957
10.097
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UNAUDITED PERFORMANCE TABLE (continued)

31 December 2015

2. HIGHEST ISSUE AND LOWEST REDEMPTION PRICES PER UNIT (continued)
Highest Lowest
subscription redemption
unit price unit price
RMB RMB

During the period from 17 February 2012 (date of
inception) to 31 December 2012

- Class A units 10.233 9.987
- Class | units 10.269 9.996
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