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FTSE/Xinhua China 25 Index performed well in the second half of 2007 with a decent gain of 33.9% despite a correction of 16.9% in the last two
months of 2007 due to the sub-prime issues and the postponement of the “through-train” program. For the year of 2007, the Index recorded an
annual return of 53.6% and was one of the best performers in major stock indexes, on the back of robust earnings growth of China stocks and
strong liquidity from both overseas countries and China.

As for macroeconomic, headline Consumer Price Index (CPI) surprised the market on the upside with a reading of 6.9% in November 2007,
compared with market consensus of 6.5%. The growth rate was the highest in 11 years and put pressure on People’s Bank of China (PBoC) to
raise the interest rates by 18 basis points in general and the Reserve Requirement Ratio by 1 percent point after the release of CPI figures.
Meanwhile, PBoC cut its loan growth target from 13.5% in 2007 to 12.0% in 2008, as a mean to cool down Fixed Assets Investment growth.
Having said that, retail industries will remain the bright spot on government intention to shift its focus from exports to domestic consumption.
According to market consensus, Gross Domestic Product growth will remain in high single-digit in 2008.

The market may need to take more time to adjust their expectation on China economic growth after current round of tightening measures, which is
much stricter than market consensus. As such, defensive plays should outperform other China plays in the near term. Foreseeable catalyst to
trigger a turnaround of China counters is the acceleration of approval of Qualified Domestic Institutional Investor funds.

In addition to the interim dividend of HK$1.00 per unit, a final dividend distribution from the Fund of HK$0.43 per unit was made in respect of the
financial year ended 31 December 2007. The Ex. Dividend Date was 19 December 2007, and the Record Date was 20 December 2007. The
dividend distribution was paid on 2 January 2008.
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