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The renminbi revaluation was a definite driver for both H-shares and red chips. Other than the one-off 2% appreciation gain, investors also
bought on further appreciation expectation. The liquidity led the FTSE/Xinhua China 25 Index to reach its historical high of 9,736.78 on 15
August 2005. Then the falling crude oil price and worries of Avian Flu brought the index down for the following months. However, the healthy
macro economy in China finally drew the market liquidity back into the China shares and helped the index to reach 9,203.65 at the end of
December. In line with the movement of the FTSE/Xinhua China 25 Index, the net asset value per unit of the Hang Seng FTSE/Xinhua China 25
Index ETF ended at HK$92.02 (ex-dividend HK$0.15) on 30 December 2005, up 14.25% since inception.

A final distribution from the Fund was made on 30 December 2005 in respect of the financial year ended 31 December 2005. The distribution
amount of HK$0.15 per unit was paid on 9 January 2006 to unitholders who held units on record date of 3 January 2006.

An economic census suggested that the size of China’s GDP has been underestimated by RMB 2,300 billion (or 16.8% of China’s 2004 GDP) as
the size of its service sector was seriously underestimated. Service industry’s contribution to the economy increased from 32% to 41% year-on-
year. It also stated that China was already the world's sixth largest economy as of 2004, and is likely to be the fifth largest economy in 2005.

Looking forward, economic growth will not be the key concern in 2006, as organic demand remains strong. Policy focus will shift from macro
tightening to industrial restructuring and rebalancing, while fiscal and monetary polices will remain expansionary to boost domestic demand.
Again, a further upward momentum remains should Qualified Domestic Institutional Investors-Scheme eventually realize in the coming months.
On the negative side, the government officials warned of deteriorating oversupply in the industrial sector, increasing deflationary pressure and
mounting risk of an earnings decline in 2006.
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