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The FTSE/Xinhua China 25 Index rallied in the second quarter 2007 and recorded an impressive overall gain of 14.7% to 19,050.96 during the first half of the year.

In the macro front, China’s economy continued its strong growth momentum in the first half of the year. First quarter GDP increased 11.1% year-on-year, while fixed asset investment
(“FAI") jumped 25.9% year-on-year in the first five months. The outstanding renminbi grew 16.5%, while new renminbi credit grew 18.1% to RMB 247bn. The overall credit
expansion is under control, although China’s trade surplus continued to flush the banking with liquidity. Industrial profit surged 42.1% in the first five months with major boost from
mid-stream machinery and material processing sectors. The People’s Bank of China raised the lending interest rate twice by 0.45% in total in order to curb loan and fixed asset
investment growth.

Looking forward, we are still confident on the fundamentals of China shares. Besides, the positive news of QDII and materialization of investment from Mainland institutions will
definitely help maintain the bullish sentiment. Expectation on renminbi appreciation and solid earnings growth are the key factors to drive up the H-share index in the second half of
the year.

The interim dividend distribution from the Fund was HK$1.00 per unit in respect of the financial year ended 30 June 2007. The Ex-dividend Date was 29 June 2007 and the Record
Date was 3 July 2007. The dividend distribution was paid on 10 July 2007.
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