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CMS CSI OVERSEAS MAINLAND ENTERPRISES ETF

REPORT OF THE MANAGER TO THE UNITHOLDERS

INTRODUCTION

The CMS CSI Overseas Mainland Enterprises ETFtieFund), a sub-fund of the CMS ETF Trust
was launched on 24 October 2011 and was listecd@amenenced trading on the Stock Exchange of Hong
Kong Limited (the "SEHK") on 1 November 2011 untlez stock code 2842. The Sub-Fund is a Hong
Kong unit trust authorized under the Securities latlires Ordinance (Cap 571) of Hong Kong.

The Sub-Fund is benchmarked against the CSI OveMaaland Enterprises Index (the "Underlying
Index") in Hong Kong dollar ("HKD") terms. As ofidecember 2012, the Sub-Fund invests in Chinese
companies listed on the SEHK (H shares, Red cmgdachips), the New York Stock Exchange, the
NASDAQ, the Singapore Stock Exchange and the Tor8tbck Exchange.

FUND PERFORMANCE

The CMS CSI Overseas Mainland Enterprises ETF degiovide investment results that, before fees

and expenses, closely correspond to the performairtbe CSI Overseas Mainland Enterprises Index in
HKD. As at 31 December 2012, the Net Asset VaNik\() per unit of the Sub-Fund was HKD12.1924,
with 2,000,000 units outstanding and a total sizapproximately HKD24.38 million.

A summary of the performance of the CSI Overseaisilsiad Enterprises Indéxnd the Sub-Fund as at
31 December 2012 is given as follows:

2012 2017 Since inceptio®
CSI Overseas Mainland Enterprises Ir’ 15.61 -4.61 10.28
CMS5 CSI Overseas Enterprs ETF NAV-to- 11.61] -5.1(C 5.9z
NAV
CMS CSI Overseas Enterprises | Marke-to- 10.5¢ -6.0¢ 3.83
Markef

The difference in performance between the CSI @as$ainland Enterprises Index and the Sub-Fund
is mainly attributed to fee and expenses.

Past performance figures shown are not indicativibe future performance of the Sub-Fund.

The performance shown for 2011 covers the perimah the date of listing 1 November 2011 to

30 December 2011.

Inception date refers to the date of listing oH8Ei.e 1 November 2011.

Price index in HKD.

Unit's NAV in HKD. Units in the Sub-Fund are igsband redeemed at the NAV.

Market closing price in HKD. Market returns asdatilated using historical market closing prices of
the Sub-Fund, and do not represent the returnstiorgewould receive if investors trade units aeoth
times.

N

o 0 b~ W

Source: China Securities Co., Ltd ("CSI"), CMS Addanagement (HK) Co., Limited and Bloomberg
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CMS CSI OVERSEAS MAINLAND ENTERPRISES ETF

FUND ACTIVITIES

The Sub-Fund had experienced some net redemptismgydhe reporting period as it has performed
well since its inception. As at 31 December 20bh2re were 2,000,000 units outstanding.

INDEX ACTIVITIES

The CSI Overseas Mainland Enterprises Index hadégolar reviews during the reporting period. The
following changes were made on 1 January 2012 ahdy12012 respectively.

Changes as of 1 January 2012

Inclusion Deletion

Company Code Company Code
Dongfeng Motor 489 China Everbright 165
Yanzhou Coal 1171 BYD 1211
GCL Poly 3800 Sino-Ocean Land 3377
Qihoo 360 QIHU E House EJ
Renren RENN JA Solar JASQO
51Job JOBS Sino-Forest TRE*F

Changes as of 1 July 2012

Inclusion* Deletion

Company Code Company Code
Brillance China 1114 Rongsheng 1101
China Resources Cement 1313 Renhe 1387
Country Garden 2007

* A new stock was added to the Index only on reviate to replace Alibaba.com after its delisting on
4 June 2012.
** The Sub-Fund did not hold this stock as it wasmended before its inception.

Sources: CSI

As at 31 December 2012, the Sub-Fund held the 88ngenstituents stocks as those in the CSI Overseas
Mainland Enterprises Index as it adopts a fullicgtion strategy.

CMS Asset Management (HK) Co., Limited
25 April 2013



CMS CSI OVERSEAS MAINLAND ENTERPRISES ETF

REPORT OF THE TRUSTEE TO THE UNITHOLDERS

We hereby confirm that, in our opinion, the mana@S Asset Management (HK) Co., Limited (the
"Manager"), of CMS CSI Overseas Mainland Entergris&F (the "Sub-Fund") has, in all material
respects, managed the Sub-Fund in accordanceheifbrovisions of the Trust Deed dated 31 August
2011.

Cititrust Limited
25 April 2013



INDEPENDENT AUDITOR'S REPORT

TO THE UNITHOLDERS OF
CMS CSI OVERSEAS MAINLAND ENTERPRISES ETF (THE "SUBJND")

Report on the Financial Statements

We have audited the accompanying financial statéthe Sub-Fund set out on pages 7 to 33,
which comprise the statement of financial positasmt 31 December 2012, statement of
comprehensive income, statement of changes inssetsaattributable to unitholders and
statement of cash flows for the period from 24 ®etd2011 (Date of initial offer) to 31

December 2012, and a summary of significant ac@ogimolicies and other explanatory
information.

Manager's and Trustee's Responsibilities for the Fiancial Statements

The Manager and the Trustee of the Sub-Fund apemegble for the preparation of these
financial statements that give a true and fair viewccordance with International Financial
Reporting Standards ("IFRSs"), and for such intecoatrol as the Manager and the Trustee
determine is necessary to enable the preparatibnarfcial statements that are free from material
misstatement, whether due to fraud or error.

In addition, the Manager and the Trustee are resplenfor preparing the financial statements in
accordance with the relevant disclosure provisafithe Sub-Fund's Trust Deed dated 31 August
2011 (the "Trust Deed"), as amended, and the retdirancial statement disclosure requirements
specified in Appendix E of the Code on Unit Trustsl Mutual Funds (the "Code") issued by the
Securities and Futures Commission of Hong Kong '{BC").

Auditor's Responsibility

Our responsibility is to express an opinion on ¢éi@sancial statements based on our audit and to
report our opinion solely to you, as a body, inaedance with our agreed terms of engagement,
and for no other purpose. We do not assume regplitygowards or accept liability to any other
person for the contents of this report. We conelictur audit in accordance with International
Standards on Auditing. Those standards requiretbatomply with ethical requirements and

plan and perform the audit to obtain reasonablerasse about whether the financial statements
are free from material misstatement. We are agaired to assess whether the financial
statements have been prepared in accordance witleléwvant disclosure provisions of the Trust
Deed, as amended, and the relevant financial statiedisclosure requirements specified in
Appendix E of the Code.



INDEPENDENT AUDITOR'S REPORT

TO THE UNITHOLDERS OF
CMS CSI OVERSEAS MAINLAND ENTERPRISES ETF (THE "SEBJND") - continued

Report on the Financial Statements continued

Auditor's Responsibility - continued

An audit involves performing procedures to obtaidiaevidence about the amounts and
disclosures in the financial statements. The mtoces selected depend on the auditor's judgment,
including the assessment of the risks of materiastatement of the financial statements, whether
due to fraud or error. In making those risk assesdgs) the auditor considers internal control
relevant to the entity's preparation of financtatements that give a true and fair view in order t
design audit procedures that are appropriate icitbemstances, but not for the purpose of
expressing an opinion on the effectiveness of theund's internal control. An audit also
includes evaluating the appropriateness of accogmlicies used and the reasonableness of
accounting estimates made by the Manager and trst€k, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtamedfficient and appropriate to provide a
basis for our audit opinion.

Opinion

In our opinion, the financial statements give & tamd fair view of the financial position of the
Sub-Fund as at 31 December 2012, and of the asdial performance and cash flows for the
period from 24 October 2011 (Date of initial offén)31 December 2012 in accordance with
International Financial Reporting Standards.

Report on matters under the relevant disclosure praisions of the Trust Deed, as amended,
and the relevant financial statement disclosure ragirements specified in Appendix E of the
Code issued by the SFC

In our opinion, the financial statements of the -$uind have been properly prepared in
accordance with the relevant disclosure provisafrtee Trust Deed, as amended, and the
relevant financial statement disclosure requiresispecified in Appendix E of the Code issued
by the SFC.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

25 April 2013



CMS CSI OVERSEAS MAINLAND ENTERPRISES ETF

STATEMENT OF FINANCIAL POSITION

AS AT 31 DECEMBER 2012

ASSETS

Current assets
Investments
Other receivables
Bank balances

Total assets

LIABILITIES

Current liabilities
Management fee payable
Trustee fee payable
Audit fee payable
Index license fee accrual

Other accounts payable and accruals

Total liabilities

NET ASSETS ATTRIBUTABLE TO UNITHOLDERS

Capital
Retained earnings

TOTAL EQUITY

NOTES HKD

9 24,343,041
1,265
6(h) 461,469

24,805,775

6(a) 60,274
6(b) 15,350
168,438
31,217

166,725

442,004
15 24,363,Y7

20,019,786
4,343,985

24,363,771

The accompanying notes are an integral part oktfirancial statements



CMS CSI OVERSEAS MAINLAND ENTERPRISES ETF

STATEMENT OF COMPREHENSIVE INCOME

FOR THE PERIOD FROM 24 OCTOBER 2011 (DATE OF INIL®FFER)

TO 31 DECEMBER 2012

NOTES

Income
Dividend income 6(i)
Interest income 6(f)

Expenses
Set-up fee 7
Auditor's remuneration
Management fee 6(a)
Trustee fee 6(b)
Custodian fee and bank charges 6(c)
Transaction costs on investments 6(d)
Brokerage commission 6(9)
Index license fee
Other expenses
Interest expense 6(f)

Net loss before investment and exchange gains

Net exchange gain
Realised gain on sale of investments
Unrealised gain on investments

Profit before tax
Taxation 8

Profit for the period and total comprehensive ineom
attributable to unitholders for the period

HKD

1,670,938
189

1,671,127

(2,899,179)
(268,438)
(452,320)

(98,070)
(25,284)
(9,260)
(6,748)
(130,034)
(359,718)
(36)

(4,249,087)
577260)

811
4,204,559
2,854,267

7,059,637

4,481,677

(137,692)

4,985

The accompanying notes are an integral part oktfirancial statements



CMS CSI OVERSEAS MAINLAND ENTERPRISES ETF

STATEMENT OF CHANGES IN NET ASSETS ATTRIBUTABLE TONITHOLDERS
FOR THE PERIOD FROM 24 OCTOBER 2011 (DATE OF INIL®FFER)

TO 31 DECEMBER 2012

Net assets attributable to unitholders

at 24 October 2011 (date of initial offer)
Proceeds from issuance of units

- in-kind 16

- cash component and cash subscription 16
Payments for redemption of units

- in-kind 16

- cash component and cash redemption 16

Net increase from unit transactions 11

Profit for the period and total comprehensive
income for the period

Net assets attributable to unitholders
at 31 December 2012 (at bid market prices)

Retained
Units earnings Total
HKD HKD HKD
69,735,764 - 69,735,764
3®983, - 30,963,939
(48,502,867) - (48,502,867)
(3230Y,0 - (32,177,050)
20,019,786 - 20,019,786
- 4,343,985 4,343,985
)86 4,343,985 24,363,771

The accompanying notes are an integral part oktfirancial statements



CMS CSI OVERSEAS MAINLAND ENTERPRISES ETF

STATEMENT OF CASH FLOWS

FOR THE PERIOD FROM 24 OCTOBER 2011 (DATE OF INIU®FFER)

TO 31 DECEMBER 2012

CASH FLOWS FROM OPERATING ACTIVITIES
Net profit before tax
Adjustments for:
Dividend income
Interest income
Interest expense
Net exchange gain
Realised gain on sale of investments
Unrealised gain on investments

Operating cashflows before movements in workingtaap

Purchase of investments

Sale of investments

Increase in other receivables

Increase in management fee payable

Increase in trustee fee payable

Increase in audit fee payable

Increase in index license fee accrual

Increase in other accounts payable and accruals

CASH GENERATED FROM OPERATING ACTIVITIES

Dividend received
Interest received
Interest paid

Tax paid

NET CASH GENERATED FROM OPERATING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issuance of units
Payments for redemption of units

Net cash used in financing activities

Net increase in cash and cash equivalents

Effects of exchange rate changes on the balancasbfand
cash equivalents held in foreign currencies

CASH AND CASH EQUIVALENTS AT THE BEGINNING OF
THE PERIOD

CASH AND CASH EQUIVALENTS AT THE END OF THE PERIOD

Analysis of balances of cash and cash equivalents
Bank balances

HKD
4,481,677

(1,670,938)
(189)
36
(811)
(4,204,559)
(2,854,267)

(4,249,051)

(32,166,408)
36,115,090
(1,265)
60,274
15,350
168,438
31,217
6,725

140,370

1,670,938

189
(36)
(137,692)

1,679

30,963,939
(32,177,050)

(1,213,111)

460,658

811

461,469

461,469

The accompanying notes are an integral part okthirancial statements
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CMS CSI OVERSEAS MAINLAND ENTERPRISES ETF

NOTES TO THE FINANCIAL STATEMENTS
FOR THE PERIOD FROM 24 OCTOBER 2011 (DATE OF INIU®FFER)
TO 31 DECEMBER 2012

1. THE SUB-FUND

CMS ETF Trust (the "Trust") is an umbrella unitdrgoverned by its trust deed dated 31 August
2011 (the "Trust Deed") between the manager, CM&RA8lanagement (HK) Co., Limited (the
"Manager"), and its trustee, Cititrust Limited (tHegustee™), and authorised by the Securities and
Futures Commission of Hong Kong ("SFC") pursuargeotion 104(1) of the Securities and
Futures Ordinance of Hong Kong.

As at 31 December 2012, the Trust has establishedwb-fund, namely CMS CSI Overseas
Mainland Enterprises ETF (the "Sub-Fund")

The Sub-Fund, with a date of initial offer on 24t@wer 2011, commenced trading under the
stock code 2842 on the Stock Exchange of Hong Kamited ("SEHK™) on 1 November 2011.

The objective of the Sub-Fund, an exchange-traded 'ETF"), is to provide investment returns
that, before fees and expenses, correspond cls#ig performance of the CSI Overseas
Mainland Enterprises Index (the "Underlying IndexThe Underlying Index consists of

securities of People's Republic of China (the "PR©®mpanies listed on the SEHK, the New
York Stock Exchange, the Singapore Stock Exchandeother stock exchanges outside the PRC.
The Underlying Index currently consists of 80 cdnsht securities listed and is compiled and
managed by the China Securities Index Co., Ltartier to achieve its investment objective, the
Sub-Fund will invest directly or indirectly in substially all the constituent securities of the
Underlying Index in substantially the same weighsirfi.e. proportions) as these stocks have in
the Underlying Index it seeks to benchmark.

The financial statements are presented in Hong Klatigrs ("HKD"), which is also the
functional currency of the Sub-Fund.

-11 -



CMS CSI OVERSEAS MAINLAND ENTERPRISES ETF

2. APPLICATION OF NEW AND REVISED INTERNATIONAL FINANGAL REPORTING
STANDARDS ("IFRSs")

This is the first year of financial reporting fdret Sub-Fund. The application of the new and
revised IFRSs that have been issued and are maityglaftective for its reporting period from 24
October 2011 (date of initial offer) to 31 DecemB@42 has no material impact on the amounts
reported and/or disclosures set out in the findrstédements.

The Sub-Fund has not early applied the following aed revised IFRSs that have been issued
but are not yet effective:

Amendments to IFRSs Annual improvements to IFRE92 2011 cycle
Amendments to IFRS 7 Disclosures - Offsetting friahassets and financial
liabilities'

Amendments to IFRS 9 and Mandatory effective 0&l€RS 9 and transition
IFRS 7 disclosurés

Amendments to IFRS 10, Consolidated financiakst&nts, joint arrangements
IFRS 11 and IFRS 12 and disclosure of intergsbther entities: Transition

guidancé

Amendments to IFRS 10, Investment entfties
IFRS 12 and IAS 27

IFRS 9 Financial instrumenits

IFRS 10 Consolidated financial stateménts

IFRS 11 Joint arrangemehts

IFRS 12 Disclosure of interests in other entities

IFRS 13 Fair value measurement

IAS 19 (as revised in 2011) Employee benéfits

IAS 27 (as revised in 2011) Separate financiakstants

IAS 28 (as revised in 2011) Investments in assesiand joint venturés

Amendments to IAS 1 Presentation of items of otloenprehensive incorfie

Amendments to IAS 32 Offsetting financial assets fimancial liabilitie$

IFRIC 20 Stripping costs in the production phase sfirface mirfe

1 Effective for annual periods beginning on or aftetanuary 2013.

2 Effective for annual periods beginning on or aftefanuary 2014.

j Effective for annual periods beginning on or aftelanuary 2015.

Effective for annual periods beginning on or afteluly 2012.

-12 -



CMS CSI OVERSEAS MAINLAND ENTERPRISES ETF

2. APPLICATION OF NEW AND REVISED INTERNATIONAL FIMANCIAL REPORTING
STANDARDS ("IFRSs") - continued

IFRS 9 Financial instruments

IFRS 9, issued in November 2009, introduced newirements for the classification and
measurement of financial assets. IFRS 9 was amandactober 2010 to include requirements
for the classification and measurement of finanicddilities and for derecognition.

The key requirements of IFRS 9 are as follows:

. IFRS 9 requires all recognised financial assedsdhe within the scope of IAS 39
"Financial instruments: Recognition and measurehtertte subsequently measured at
amortised cost or fair value. Specifically, debtastments that are held within a business
model whose objective is to collect tb@ntractual cash flows, and that have contractual
cash flows that are solely payments of principal iaterest on the principal outstanding
are generally measured at amortised cost at thefesubsequerdccounting periods. All
other debt investments and equity investments aa&snored at their fair valuestae end
of subsequent reporting periods. In addition, uERS 9, entities may make an
irrevocableelection to present subsequent changes in thedhie of an equity
investment (that is not held fonading) in other comprehensive income, with only
dividend income generally recognised in profitasd.

. With regard to the measurement of financial lities designated as at fair value through
profit or loss, IFRS 9 requires that the amounthange in the fair value of the financial
liability that is attributable to changes in thedit risk of that liability is presented in other
comprehensive income, unless the recognition oéffexts of changes in the liability's
credit risk in other comprehensive income wouldhtgeor enlarge an accounting
mismatch in profit or loss. Changes in fair vattigibutable to a financial liability's credit
risk are not subsequently reclassified to profitoss. Under IAS 39, the entire amount of
the change in the fair value of the financial lisdpidesignated as fair value through profit
or loss was presented in profit or loss.

IFRS 9 is effective for anml periods beginning on or after 1 January 2018) warlier
application permitted.

The Manager and the Trustee of the Sub-Fund aateifhat the adoption of IFRS 9 in the future
will have no significant impact on amounts reporitedespect of the Sub-Fund's financial assets
and financial liabilities. However, it is not pteable to provide a reasonable estimate of that
effect until a detailed review has been completed.

-13 -



CMS CSI OVERSEAS MAINLAND ENTERPRISES ETF

2. APPLICATION OF NEW AND REVISED INTERNATIONAL FIMNCIAL REPORTING
STANDARDS ("IFRSs") - continued

IFRS 13 Fair value measurement

IFRS 13 establishes a single source of guidanctafiovalue measurements and disclosures about
fair value measurements. The standard definesdie, establishes a framework for measuring
fair value, and requires disclosures about fain@aheasurements. The scope of IFRS 13 is broad;
it applies to both financial instrument items amh+iinancial instrument items for which other
IFRSs require or permit fair value measurementsdiscdosures about fair value measurements,
except in specified circumstances. In generaldibelosure requirements in IFRS 13 are more
extensive than those in the current standards.e¥ample, quantitative and qualitative

disclosures based on the three-level fair valuelsly currently required for financial

instruments only under IFRS 7 "Financial instrunsetisclosures” will be extended by IFRS 13

to cover all assets and liabilities within its seop

IFRS 13 is effective for annual periods beginningoo after 1 January 2013, with earlier
application permitted. The Manager and the Trustébe Sub-Fund anticipate that the
application of IFRS 13 may affect certain amoueforted in the financial statements and result
in more extensive disclosures in the financialestagnts.
The Manager and the Trustee of the Sub-Fund aateihat the application of the other new and
revised IFRSs will have no material impact on tharcial statements.

3. SIGNIFICANT ACCOUNTING POLICIES

Statement of compliance

The financial statements have been prepared inr@dacoe with IFRSs issued by the International
Accounting Standards Board (the "IASB"), the relgv@isclosure provisions of the Trust Deed
and the relevant disclosure provisions specifiedppendix E of the Code on Unit Trusts and
Mutual Funds (the "Code") issued by the SFC. Arithistion statement is not presented because
there was no distribution during the period.

Basis of preparation

The financial statements have been prepared onist@rical cost basis except for certain
financial instruments that are measured at fames| as explained in the accounting policies
below. Historical cost is generally based on tievalue of the consideration given in exchange
for the assets.

The principal accounting policies are set out below

Foreign currencies translation

Functional and presentation currency

Items included in the financial statements are maegsusing the currency of the primary
economic environment in which the Sub-Fund opeyaitesfunctional currency. The
performance of the Sub-Fund is measured and repturtéhe unitholders in HKD. The Manager
and the Trustee consider the HKD as the currermtynttost faithfully represents the economic
effects of the underlying transactions, event amtbl¢ions. The financial statements are
presented in HKD, which is the Sub-Fund's functi@mal presentation currency.

-14 -



CMS CSI OVERSEAS MAINLAND ENTERPRISES ETF

3. SIGNIFICANT ACCOUNTING POLICIES - continued

Foreign currencies translatiercontinued

Functional and presentation currency - continued

In preparing the financial statements of the Subek; foreign currency transactions are translated
into the functional currency using the exchanges@trevailing at the dates of the transactions.
At the end of the reporting period, monetary itatesominated in foreign currencies are
retranslated at the rates prevailing at that dili@n-monetary items carried at fair value that are
denominated in foreign currencies are retranslatede rates prevailing on the date when the fair
value was determined.

Exchange differences arising on the settlementmfetary items, and on the translation of
monetary items, are recognised in profit or losth@period in which they arise. Exchange
difference arising on the retranslation of non-ntaneitems that are designated as at fair value
through profit or loss are included in profit os$ofor the period.

Revenue recognition

Revenue is measured at the fair value of the cerdlidn received or receivable.
Dividend income

Dividend income from investments is recognised wihenSub-Fund's right to receive payment
has been established (provided that it is probaiethe economic benefits will flow to the Sub-
Fund and the amount of income can be measuretlsgliaDividend income is presented gross of
any non-recoverable withholding taxes, which aeeldsed separately in the statement of
comprehensive income.

Interest income

Interest income from an interest-bearing finanagdet is recognised using the effective interest
method when it is probable that the economic b&nefill flow to the Sub-Fund and the amount
of income can be measured reliably. Interest ire@accrued on a time basis, by reference to
the principal outstanding and at the effectivenegérate applicable which is the rate that exactly
discounted estimated future cash receipts throluglexpected life of the financial asset to that
asset's net carrying amount on initial recognition.

Expenses
All expenses are recognised in profit or loshimperiod in which they are incurred.
The costs of establishing the Sub-Fund, preparaticghe prospectus, seeking and obtaining SFC

authorisation as well as the SEHK listing andmitial legal and printing costs in respect of the
Sub-Fund have been expensed in the first accoupérigd of the Sub-Fund.

-15 -



CMS CSI OVERSEAS MAINLAND ENTERPRISES ETF

3. SIGNIFICANT ACCOUNTING POLICIES - continued
Taxation
The Sub-Fund currently incurs withholding taxes @sgd by certain countries on investment
income. Such income is recorded gross before @shyction in the withholding taxes in the
statement of comprehensive income. Withholdings$aare shown as a separate line item in the
statement of comprehensive income.

Financial instruments

Financial assets and financial liabilities are ggused when the Sub-Fund becomes a party to the
contractual provisions of the instruments.

Financial assets and financial liabilities areialiy measured at fair value. Transaction cosas th
are directly attributable to the acquisition ous®f financial assets and financial liabilitiesh@r
than financial assets or financial liabilities air fvalue through profit or loss) are added to or
deducted from the fair value of the financial assetfinancial liabilities, as appropriate, on iglit
recognition. Transaction costs directly attriblgaio the acquisition of financial assets or
financial liabilities at fair value through probt loss are recognised immediately in profit oslos

Financial assets

Financial assets are classified into the followspegcified categories: financial assets at fairealu
through profit or loss ("FVTPL") and loans and rigebles. The classification depends on the
nature and purpose of the financial assets anetesmined at the time of initial recognition. All
regular way purchases or sales of financial assetsecognised and derecognised on a trade date
basis. Regular way purchases or sales are puschasales of financial assets that require
delivery of assets within the time frame establishg regulation or convention in the

marketplace.

Effective interest method

The effective interest method is a method of calitod) the amortised cost of a financial asset and
of allocating interest income over the relevaniquker The effective interest rate is the rate that
exactly discounts estimated future cash receiptduding all fees paid or received that form an
integral part of the effective interest rate, tastgn costs and other premiums or discounts)
through the expected life of the financial assetyunere appropriate, a shorter period to the net
carrying amount on initial recognition.

Income is recognised on an effective interest lfasidebt instruments other than those financial
assets classified as at FVTPL.

-16 -



CMS CSI OVERSEAS MAINLAND ENTERPRISES ETF

3. SIGNIFICANT ACCOUNTING POLICIES - continued

Financial instrumentscontinued

Financial assets continued
Financial assets at FVTPL

Financial assets are classified as at FVTPL wheriitlancial asset is designated as at FVTPL on
initial recognition.

A financial asset is designated as at FVTPL updraimecognition if:

. such designation eliminates or significantly rezkia measurement or recognition
inconsistency that would otherwise arise; or

. the financial asset forms part of a group of firiahassets or financial liabilities or both,
which is managed and its performance is evaluatedl fair value basis, in accordance
with the Sub-Fund's documented risk managememvestment strategy, and information
about the grouping is provided internally on thasib; or

. it forms part of a contract containing one or memgbedded derivatives, and IAS 39
permits the entire combined contract (asset oililigpto be designated as at FVTPL.

Financial assets at FVTPL are stated at fair valii, any gains or losses arising on
remeasurement recognised in profit or loss. Theai@ or loss on fair value changes recognised
in profit or loss includes exchange difference éxttludes any dividend or interest earned on the
financial assets.

Loans and receivables

Loans and receivables are non-derivative finarasakts with fixed or determinable payments
that are not quoted in an active market. Loansraoéivables (including other receivables and
bank balances) are measured at amortised cost thgraffective interest method, less any
impairment.

Interest income is recognised by applying the éffednterest rate, except for short-term
receivables when the effect of discounting is inenat.
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3. SIGNIFICANT ACCOUNTING POLICIES - continued

Financial instrumentscontinued

Financial assets continued

Impairment of financial assets

Financial assets, other than those at FVTPL, aesasd for indicators of impairment at the end
of each reporting period. Financial assets arsidened to be impaired where there is objective
evidence that, as a result of one or more eveatttcurred after the initial recognition of the
financial asset, the estimated future cash flowtheffinancial asset have been affected.

Objective evidence of impairment could include:

. significant financial difficulty of the issuer apunterparty; or

. breach of contract, such as default or delinquémayterest or principal payments; or

. it becoming probable that the borrower will eriankruptcy or financial re-organisation;
or

. the disappearance of an active market for thanfiral asset because of financial
difficulties.

For financial assets carried at amortised costatheunt of the impairment loss recognised is the
difference between the asset's carrying amounttengresent value of estimated future cash
flows, discounted at the financial asset's origefédctive interest rate.

If, in a subsequent period, the amount of impairmhess decreases and the decrease can be
related objectively to an event occurring afterithpairment was recognised, the previously
recognised impairment loss is reversed throughitppofoss to the extent that the carrying
amount of the financial asset at the date the impait is reversed does not exceed what the
amortised cost would have been had the impairmaribeen recognised.

Derecognition of financial assets

The Sub-Fund derecognises a financial asset ongnte contractual rights to the cash flows
from the asset expire, or when it transfers tharfoial asset and substantially all the risks and
rewards of ownership of the asset to another party.

On the derecognition of a financial asset in itsrety, the difference between the asset's carrying
amount and the sum of the consideration receivedeteivable and the cumulative gain or loss
that had been recognised in other comprehensiwene@and accumulated in equity is recognised
in profit or loss.
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3. SIGNIFICANT ACCOUNTING POLICIES - continued

Financial instrumentscontinued

Cash and cash equivalents

Cash and cash equivalents comprise of cash at l@agh equivalents are short-term, highly
liquid investments, with original maturities of && months or less that are readily convertible to
known amounts of cash and which are subject tgmifstant changes in value and are held for
the purpose of meeting short-term cash commitmatiter than for investment or other purposes.

For the purpose of the statement of cash flowd) aasl cash equivalents consist of cash at bank.
Financial liabilities and equity instruments
Classification as debt or equity

Debt and equity instruments issued by the Sub-fuedlassified as either financial liabilities or
as equity in accordance with the substance ofdh&&ctual arrangements and the definitions of a
financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidereessidual interest in the assets of the Sub-
Fund after deducting all of its liabilities. Equihstruments issued by the Sub-Fund are
recognised at the proceeds received, net of dssae costs.

The Sub-Fund has redeemable units in issue. Fhiseimost subordinate class of financial
instruments issued by the Sub-Fund and, on liguwidatf the Sub-Fund the unitholders are
entitled to the residual net assets on a pro @ bafter repayment of the nominal amount of the
redeemable units. They rank pari passu in all natespects and have identical terms and
conditions. The redeemable units provide unithalaéth the right to require redemption for
cash at a value proportionate to the unitholdéesesin the Sub-Fund's net asset at each
redemption date at the Manager's discretion amdialghe event of the Sub-Fund's liquidation.

A puttable financial instrument that includes atcactual obligation for the Sub-Fund to
repurchase or redeem that instrument for cashahanfinancial asset is classified as equity if it
meets all of the following conditions:

. it entitles the holder to a pro rata share ofShb-Fund's net assets in the event of the Sub-
Fund's liquidation;

. it is in the class of instruments that is subaatbrto all other classes of instruments;

. all financial instruments in the class of instrursethat is subordinate to all other classes
of instruments have identical features;

. apart from the contractual obligation for the $umnd to repurchase or redeem the
instrument for cash or another financial assetjriegument does not include any other
features that would require classification as hiliig; and

. the total expected cash flows attributable toitls&rument over its life are based
substantially on the profit or loss, the changthearecognised net assets or the change in
the fair value of the recognised and unrecognisg@ssets of the Sub-Fund over the life
of the instrument.
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3. SIGNIFICANT ACCOUNTING POLICIES - continued

Financial instrumentscontinued

Financial liabilities and equity instruments - continued
Equity instruments - continued

In addition to the redeemable units meeting athefabove conditions, the Sub-Fund must have
no other financial instrument or contract that has:

. total cash flows based substantially on the pmfibss, the change in the recognised net
assets or the change in the fair value of the r@sed and unrecognised net assets of the
Sub-Fund; and

. the effect of substantially restricting or fixitige residual return to the redeemable
unitholders.

The Sub-Fund's redeemable units meet the abovetiomsdand are classified as equity.

Incremental costs directly attributable to the essuredemption of redeemable shares are
recognised directly in equity as a deduction frtwe proceeds or part of the acquisition cost.

The Sub-Fund continuously assesses the clasdificatithe redeemable units. If the redeemable
units cease to have all the features or meetaldmditions set out above to be classified as
equity, the Sub-Fund will reclassify them as finahBabilities and measure them at fair value at
the date of the reclassification, with any differes from the previous carrying amount
recognised in equity.

No gain or loss is recognised in profit or losstlo& purchase, sale, issuance or cancellation of the
Sub-Fund's own equity instruments.

Financial liabilities

Financial liabilities (including audit fee payableanagement fee payable, trustee fee payable and
other accounts payable) are subsequently measuagdoagtised cost using the effective interest
method.

The effective interest method is a method of caliing the amortised cost of a financial liability
and of allocating interest expense over the relepanod. The effective interest rate is the rate
that exactly discounts estimated future cash paysn@rcluding all fees and points paid or
received that form an integral part of the effegtinterest rate, transaction costs and other
premiums or discounts) through the expected liffheffinancial liability, or, where appropriate, a
shorter period, to the net carrying amount onahigcognition.

Derecognition
The Sub-Fund derecognises financial liabilities mrand only when, the Sub-Fund's obligations
are discharged, cancelled or they expire. Thelffce between the carrying amount of the

financial liability derecognised and the considerapaid and payable is recognised in profit or
loss.
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4. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OFHIMATION
UNCERTAINTY

In the application of the Sub-Fund's accountinkicps, which are described in note 3, the
Manager and the Trustee are required to make judgtsnestimates and assumptions about the
carrying amounts of assets and liabilities thatrentereadily apparent from other sources. The
estimates and associated assumptions are basestanchl experience and other factors that are
considered to be relevant. Actual results mayediifom these estimates.

The estimates and underlying assumptions arewedi®n an ongoing basis. Revisions to
accounting estimates are recognised in the pemi@dich the estimate is revised if the revision
affects only that period, or in the period of tlegision and future periods if the revision affects
both current and future periods.

Critical judgements and estimations in applyingoacting policies

The following are critical judgements and estimasiohat the Manager and the Trustee have
made in the process of applying the Sub-Fund'sietty policies and that have the most
significant effect on the amounts recognised infit@ncial statements.

Functional currency

The Manager and the Trustee consider HKD to béuthetional currency that most faithfully
represents the economic effect of the underlyiagdactions, events and conditions. HKD is the
currency in which the Sub-Fund measures its peidioga and reports its results, as well as the
currency in which the Sub-Fund determines the s&ttavalue per unit at the time of issue or
redemption. This determination also considerstiatSub-Fund is listed on the Stock Exchange
of Hong Kong Limited and its units are quoted in BIK

5. SEGMENT INFORMATION

The Manager makes the strategic resource allocatidrehalf of the Sub-Fund and has
determined the operating segments based on thesepuiewed which are used to make
strategic decisions.

The Manager considers that the Sub-Fund has aesipgirating segment which is investing in
securities. The objectives of the Sub-Fund ateaitk the performance of its respective index and
invest in substantially all the index constituentith security weight and industry weight that are
closely aligned to the characteristics of the teackdex.

The internal financial information used by the Mgeafor the Sub-Fund's assets, liabilities and
performance is the same as that disclosed in #ensént of financial position and the statement
of comprehensive income.

The Sub-Fund is domiciled in Hong Kong. All of t8ab-Fund's income come from investments
in securities which constitute its tracked index.

The Sub-Fund has no assets classified as non-tassets. The Sub-Fund has portfolios that
closely correspond to the security weight and itrguseight of the relevant tracked index.
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6. TRANSACTIONS WITH THE TRUSTEE, THE MANAGER AND THER CONNECTED
PERSONS

The following is a summary of related party trarigacs entered into during the period between
the Sub-Fund, the Trustee, the Manager and themestied persons. Connected persons are
those as defined in the Code. All transactionsrexdtinto during the period between the Sub-
Fund, the Trustee, the Manager and their conngxtesbns were carried out in the normal course
of business and on normal commercial terms. Td#&st of the Manager's knowledge, the Sub-
Fund does not have any other transactions withexted persons except for those disclosed
below.

(@) Management fee

The Manager is entitled to receive a managemeraffap to a maximum of 1% per
annum of the net asset value of the Sub-Fund. e@tlyrthe Manager levies at the annual
rate of 0.55%. Management fees are accrued dailalculated as at each dealing day
and payable monthly in arrears.

In addition, the Manager is entitled to receiveeevieing fee calculated at a maximum of
1% per annum of the net asset value of the Sub-Fiihd fee has been waived by the
Manager for the period.

The management fee incurred during the period eBdlddecember 2012 was
HKD452,320. As at 31 December 2012, a managensenmdffHKD60,274 was payable to
the Manager.

China Merchants Securities Investment Managemelj Gb., Limited held 72.5% in
value of the Units of the Sub-Fund. The Manager@hina Merchants Securities
Investment Management (HK) Co., Limited are fellswbsidiaries, both were held by
China Merchants Securities International Co., Leait

(b) Trustee fee

The Trustee is entitled to receive a trustee feerainimum of not less than USD6,000 per
month. The minimum charge of the trustee fee waised for the first twelve months

from the establishment of the Sub-Fund. With effemmm 1 November 2012 to

31 October 2013, the minimum charge is agreeddoceto USD3,000 per month. For

the period from 1 November 2012 to 20 December 20E2minimum trustee fee charge

of USD3,000 was waived. Trustee fee is currertigrged at the rate of 0.11% per annum,
up to a maximum of 1% per annum, of the net asseewf the Sub-Fund. Trustee fee is
accrued daily and calculated as at each dealingddyayable monthly in arrears.

The trustee fee incurred during the period endeB&dember 2012 was HKD98,070. As
at 31 December 2012, a trustee fee of HKD15,350pagable to the Trustee.

-22 -



CMS CSI OVERSEAS MAINLAND ENTERPRISES ETF

6. TRANSACTIONS WITH THE TRUSTEE, THE MANAGER ANDHEIR CONNECTED
PERSONS - continued

(€)

(d)

(e)

(f)

(@)

Custodian fee and bank charges

Custodian fee and bank charges pertain to the Haseeus amounts charged by Citibank,
N.A. (the "Custodian"), the indirect holding companf the Trustee, to the Sub-Fund as
safekeeping fees.

The custodian fee and bank charges incurred dtinmgeriod ended 31 December 2012
were HKD25,284. These were fully repaid at the ehtthe reporting period.

Transaction costs on investments

Cititrust Limited is entitled to charge a transanthandling fee for the sale and purchase
of the investments of the Sub-Fund of HKD15,000p@eticipating dealer and HKD250
per security per participating dealer for in-kimartsactions and in-cash transactions
respectively. The transaction costs and any datiescharges in constituting the relevant
Basket(s) are charged to the participating dealer.

The transaction handling fees incurred from rebatantransactions during the period
ended 31 December 2012 were HKD9,260. These wéyerépaid by the Sub-Fund at
the end of the reporting period.

Listing agent fee

Listing agent fee of HKD100,000 paid to China Mexcts Securities (HK) Co., Ltd, the
participating dealer and a fellow subsidiary of @nager, is included in set-up fee for
the agency services in relation to the listinghaf Sub-fund in the SEHK. The amount
was fully repaid at the end of the reporting period

Bank interest income and expenses

The bank balances of the Sub-Fund are maintaingdtia@ Custodian, and carry interest
at normal commercial rates. During the period drigle December 2012, interest income
amounting to HKD189 was earned by the Sub-Fundratedest expense of HKD36
related to bank overdraft was paid by the Sub-Fund.

Brokerage commission

The Sub-Fund utilises the trading services of CMieachants Securities (HK) Co., Ltd
and Citigroup Global Markets Asia Limited, a fell@ubsidiary of the Trustee in its
purchase and sale of investments. The detailsedfrnsactions and the brokerage
commission are shown below:

The brokers charge a commission (excluding stanty) dm each purchase and sale of

each security acquired for the account of the SuldF The commission is an expense
borne by the Sub-Fund.
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6. TRANSACTIONS WITH THE TRUSTEE, THE MANAGER ANDHEIR CONNECTED
PERSONS - continued

(9)

(h)

(i)

Brokerage commissioncontinued

For the period from 24 October 2011 (date of initial offer) to 31 December 2012

Value of % of total
transactions transaction Average
effected value in the brokerage rate of
through broker  Sub-Fund commission commission
HKD HKD HKD HKD
China Merchants Securities
(HK) Co., Ltd 7,775,434 79.30 5,729 0.07%
Citigroup Global Markets
Asia Limited 2,029,482 20.70 1,019 0.05%

Bank balances

As at 31 December 2012, bank balances which watswigh Citibank, N.A., the indirect
holding company of the Trustee, and is summaristob

HKD

Cash at bank 461,469

Cash at bank held with Citibank N.A. carries ing¢i@& normal commercial rates.

Investments and dividend income

During the period, the Sub-Fund made investmentisarstocks of the fellow subsidiary
of the Manager, China Merchants Holdings (Inteoral) Company Limited and the
associate of the ultimate holding company of thendger, China Merchants Bank Co.,
Ltd. Details of such investments held as at 31dbdmer 2012 are shown in the
Investment Portfolio. Dividend income earned dgtiine period ended 31 December
2012 from China Merchants Holdings (Internatio@mpany Limited is HKD13,105
and China Merchants Bank Co., Ltd is HKD34,962 e @ividend income from both
investments are fully received during the periodesh

7. SET-UP FEE

The set-up fee mainly comprises of the initiabllegpsts in respect of establishing the Sub-Fund,
preparation of the prospectus and obtaining SFGoazation as well as the SEHK listing.
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10.

11.

TAXATION

No provision for Hong Kong profits tax has been méat the Sub-Fund as the bank interest
income, dividend income and realised gain on skievestments of the Sub-Fund are excluded
from the charge to profits tax under Section 14tiSe 26 or Section 26A of the Hong Kong
Inland Revenue Ordinance.

Distribution tax

A 10% PRC withholding tax has been levied on dimaiand interest payments from PRC-
incorporated companies to foreign investors. Adhsthe Sub-Fund receives dividend income
from these companies, net of withholding tax.

INVESTMENTS

As at

31 December 2012

HKD
Listed equities in Canada 31,449
Listed equities in Hong Kong 21,779,979
Listed equities in Singapore 128,430
Listed equities in USA 2,403,183

24,343,041

The Sub-Fund designates its investments at fairevéidrough profit or loss upon initial

recognition as it manages these securities orr &dhie basis in accordance with its documented
investment strategy. Internal reporting and penomce measurement of these securities are on a
fair value basis.

The fair value of listed equities with standardrierand conditions and traded on active liquid
markets are determined with reference to quotedeb®id prices at the reporting date.
DISTRIBUTIONS

The Sub-Fund did not make any distribution durimg period ended 31 December 2012.

ISSUED CAPITAL

Number of Issued
units capital
HKD
Balance at 24 October 2011 (date of initial offer) - -
Issue of units 9,000,000 100,699,703
Redemption of units (7,000,000) (80,679,917)
Balance at 31 December 2012 2,000,000 20,019,786

The creation and redemption of units of the Subdrean only be facilitated by or through
participating dealers. Investors other than thigpating dealers make a request to create or
redeem units through a participating dealer, anldefinvestor is a retail investor, such request
must be made through a stockbroker which has op@me@gcount with a participating dealer.

The Trustee shall receive subscription proceeds ftee participating dealers for the creation of
units and pay redemption proceeds for the redemtianits to the relevant participating dealer
in such form and manner as prescribed by the Dast.
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12.

13.

SOFT COMMISSION ARRANGEMENTS

The Manager and any of its connected persons niiegt dafansactions by or through the agency

of another person with whom the Manager or anyso€ennected persons have a soft commission
arrangement. Under such arrangements, that pdttiyam time to time provide to or procure

for the Manager or any of its connected personsdgioservices or other benefits. The nature of
their provision can reasonably be expected to hiethef Sub-Fund as a whole and may contribute
to an improvement in the Sub-Fund's performance.dikect payment is made for the provision

of goods, services or other benefits to that pamiy,instead the Manager or any of its connected
persons undertake to place business with that.party

The Manager and its connected persons did notweegly soft commissions or entered into any
soft dollar arrangements in respect of the manageofahe Sub-Fund for the period from 24
October 2011 (date of initial offer) to 31 DecemB6i2. The Manager and its connected persons
have not retained any cash rebates from any baieealer.

INVESTMENT LIMITATION AND PROHIBITIONS UNDER THE CADE

The Manager pursues a replication strategy foStie-Fund. As a result, the Sub-Fund invests
directly or indirectly in substantially all the cstituent securities of the Underlying Index in
approximately the same weightings (i.e. proporfi@ssthese stocks have in the Underlying Index
it seeks to benchmark. When a security ceases sodonstituent security of the Underlying
Index, rebalancing, which involves selling the aimg security and using the proceeds to acquire
the incoming security, occurs.

Pursuant to the SFC guidelines for regulating Intiecking Exchange Traded Funds, more than
10% of the net asset value of the Sub-Fund mapested in constituent securities issued by a
single issuer provided that:

. it is limited to any constituent securities thatle accounts for more than 10% of the
weighting of the Underlying Index; and

. the Sub-Fund's holding of any such constituentirgges may not exceed their respective
weightings in the Underlying Index, except whereghings are exceeded as a result of
changes in the composition of the Underlying Inded the excess is only transitional and
temporary in nature.

The following table presents the constituent stibeit account for more than 10% of the net asset
value of the Sub-Fund and its respective weightingee Underlying Index as at 31 December
2012:

Weighting Weighting
in the in the
Sub-Fund's net Underlying
asset value Index
HKD HKD
China Construction Bank-H 10.35% 10.33%
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14.

FINANCIAL INSTRUMENTS

Capital management

The Sub-Fund's capital is represented by the nuofiredeemable units issued at each period
end. As at 31 December 2012, redeemable unitatbatlassified as equity amounted to HKD
24,363,771.

The Manager manages the capital of the Sub-Fuaddardance with the Sub-Fund's investment
objectives and policies stated in the offering doeant. There were no changes in the policies and
procedures during the period with respect to thedger's approach to capital management of the
Sub-Fund.

The Sub-Fund is not subject to any internally axtérmally imposed capital requirements and,
therefore, is not subject to significant capitakri

The Sub-Fund's redeemable units entitle their hsltedividends when declared and to payment
of a proportionate share of the Sub-Fund's net asfige on redemption or upon the winding up
of the Sub-Fund. The total expected cash outflowedlemption of all the Sub-Fund's units
equals the Sub-Fund's equity.

Cateqories of financial instruments

The table below provides a reconciliation of tmelitems in the Sub-Fund's statement of
financial position to the categories of financi@truments as mentioned in note 3.

As at 31 December 2012

Designated as Total
through Loans and Financial carrying
profit or loss receivables liabilities amount
HKD HKD HKD HKD

Financial assets

Investments 24,343,041 - - 24,343,041
Other receivables - 1,265 - 1,265
Bank balances - 461,469 - 461,469

24,343,041 462,734 - 24,805,775
Financial liabilities
Management fee payable - - (60,274) (60,274)
Trustee fee payable - - (15,350) (15,350)
Audit fee payable - - (168,438) (168,438)
Other accounts payable - - (49,052) (49,052)

- - (293,114) (293,114)

The financial instruments that are not accounteafdair value through profit or loss are short-
term financial assets and liabilities whose cagyamounts approximate their fair value at the end
of the reporting period.
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14.

FINANCIAL INSTRUMENTS - continued

Financial risk management objectives

The objective of the Sub-Fund is to provide investhresults that closely correspond to the
performance of the Underlying Index. To managekireg errors and financial risks, the Manager
primarily adopts a full replication strategy to smle the investment objective of the Sub-Fund.
When there is a change in the constituent stotkeofndex or the weighting of the constituent
stocks in the Index, the Manager will be respomsibt implementing any adjustment to the Sub-
Fund's portfolio of stocks to ensure that the Faimlestment portfolio closely corresponds to the
composition of the Index and the weighting of eaghstituent stock.

The Sub-Fund is exposed to various risks: mark&t(including currency risk, interest rate risk
and other price risk), credit risk and liquiditgkiwhich are stated below.

Market risk

Market risk is the risk that changes in marketgsjcsuch as foreign exchange rates, interest rates
and equity prices, will affect the Sub-Fund's ineoon the fair value of its holdings of financial
instruments. The objective of market risk managdnseto manage and control market risk
exposures within acceptable parameters, while agitignthe return.

Currency risk

Currency risk is the risk that the value of finadénstruments denominated in foreign currencies
will fluctuate due to the changes in exchange rates

The Sub-Fund holds assets denominated in curreatties than its functional currency, HKD,
and are therefore exposed to currency risk witheetsto these currencies. The Manager
considers that there is no currency risk to theedhitates dollar ("USD") which is a linked
currency with HKD.

The Sub-Fund is exposed to currency risk relatédib against Canadian dollar ("CAD"),
Renminbi ("RMB") and Singapore dollar ("SGD"). Ttable below summarised the Sub-Fund's
exposure in monetary assets, which are denomimai@durrency other than the HKD and USD.

As at 31 December 2012
CAD RMB SGD
HKD Equivalent HKD Eguivalent HKD Eqguivalent

Monetary assets 117 1,148 -

Foreign currency sensitivity analysis

No sensitivity analysis has been prepared as thealjixr considered the currency risk exposure to
be insignificant to the Sub-Fund.
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14.

FINANCIAL INSTRUMENTS - continued

Financial risk management objectivesontinued

Market risk - continued
Interest raterisk

The Manager and the Trustee are of the opinionthigaBub-Fund's exposure to interest rate risk
is minimal because the majority of the Sub-Fundaricial assets and financial liabilities are non-
interest bearing. Since the Manager considerdlieampact of interest rate changes on the fair
value of financial instruments is not material,semsitivity analysis has been disclosed.

Market pricerisk

The Sub-Fund invests all, or substantially allitefassets in listed equities which are linked to
constituent securities comprising the Underlyingex in substantially the same weightings as
constituted in the Underlying Index. Since the Huind is designated to track the performance
of the Underlying Index, the Sub-Fund is therefexposed to substantially the same market price
risk as the Underlying Index.

The Manager manages the Sub-Fund's exposures ketmnigk by ensuring that the key
characteristics of the Sub-Fund's investment plastfeuch as security weighting and industry
weighting, are closely aligned to the charactexsstif the Underlying Index.

As at 31 December 2012, the Sub-Fund's investnesrs concentrated in the following
industries:

Fair value of

underlying % of net

investments assets value

HKD

Investments - By industry sector
Consumer discretionary 1,235,598 5.07%
Consumer staples 1,109,607 4.55%
Energy 4,380,362 17.98%
Financials 10,084,670 41.39%
Health care 149,579 0.61%
Industrials 715,885 2.94%
Information technology 3,422,770 14.05%
Materials 136,633 0.56%
Telecommunications services 2,862,853 11.75%
Utilities 245,084 1.01%

24,343,041 99.91%
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14.

FINANCIAL INSTRUMENTS - continued

Financial risk management objectivesontinued

Market risk - continued

Market pricerisk - continued

Fair value of

underlying % of net

investments assets value

HKD

Investments - By location of exchange
Canada 31,449 0.13%
Hong Kong 21,779,979 89.39%
Singapore 128,430 0.53%
USA 2,403,183 9.86%

24,343,041 99.91%

Market price sensitivity analysis

As at 31 December 2012, if the CSI Overseas Mathkamterprises Index were to increase by 3%
with all other variables held constant, this womlcrease the profit for the year by approximately
HKD730,291. Conversely, if the CSI Overseas Maidl&mterprises Index were to decrease by
3%, this would decrease the profit for the yeaabyequal amount.

Credit risk

Credit risk refers to the risk that a counterpavity default on its contractual obligations resndgi
in financial loss to the Sub-Fund.

The Manager monitors the credit rating and findnmositions of the brokers it used to further
mitigate this risk.

The table below sets out the exposure of the SunatEu counterparties as at 31 December 2012
with their credit rating by Standard & Poor's Rgtiervices:

HKD Rating
Bank balances
Citibank, N.A. 461,469 A
Other receivables 1,265 N/A

462,734
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14.

FINANCIAL INSTRUMENTS - continued

Financial risk management objectivesontinued

Credit risk - continued

The Sub-Fund limits its exposure to credit riskitaynsacting the majority of its securities and
contractual commitment activities with broker-desJdanks and regulated exchanges with high
credit ratings and that the Manager considersisheto be well established.

All transactions in securities are settled or gardupon delivery using approved reputable
brokers. The risk of default is considered minisiate delivery of securities sold is only made
when the brokers have received payments.

The bank balances are held with Citibank N.A.,itltérect holding company of the Trustee. The
Manager and Trustee consider the associated cr&dis not significant as the counterparty is a
reputable bank in Hong Kong.

Liquidity risk

Liquidity risk is the risk that the Sub-Fund with@unter difficulty in meeting the obligations
associated with its financial liabilities that aegttled by delivering cash or another financiatass

The Sub-Fund's equity investments are considereeé teadily realizable under normal market
conditions as they are all listed on different t&gchanges.

As at 31 December 2012, the Sub-Fund held ligsseis, comprising bank balances and other
receivables that are expected to readily geneeate inflows for managing liquidity risk.

Although the redeemable units of the Sub-Fundiated on the SEHK and are readily
transferable in the open market, the unitholderg atso demand the Sub-Fund to redeem their
units at the Manager's discretion. The underlynvgstments of the Sub-Fund are listed shares
which can be readily disposed for cash. Thuslitludity risk is considered low.

All other financial liabilities are repayable onndand or have contractual maturities less than
three months.

Fair value of financial instruments

Fair value of financial instruments carried at amortised cost
The Manager and the Trustee consider that theingraynounts of financial assets and financial

liabilities recognised and carried at amortised aothe financial statements approximate their
fair values at the end of the reporting period.
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14.

15.

FINANCIAL INSTRUMENTS - continued

Fair value of financial instrumentscontinued

Fair value measurements recognised in the statement of financial position

The following table provides an analysis of finaiénstruments that are measured subsequent to
initial recognition at fair value, grouped into ledg 1 to 3 based on the degree to which the fair
value is observable:

. Level 1 fair value measurements are those defiosd quoted prices (unadjusted) in
active markets for identical assets or liabilities;

. Level 2 fair value measurements are those defrosd inputs other than quoted prices
included within Level 1 that are observable for fisset or liability, either directly (i.e. as
prices) or indirectly (i.e. derived from priceshda

. Level 3 fair value measurements are those defioed valuation techniques that include
inputs for the asset or liability that are not lthea observable market data (unobservable
inputs).

As at 31 December 2012
Level 1 Level 2 Level 3 Total
HKD HKD HKD HKD

Financial assets at FVTPL
Equity securities 24,343,041 - - 24,343,041

There were no transfers between all levels dutegoeriod.

NET ASSETS ATTRIBUTABLE TO UNITHOLDERS

Redeemable units of the Sub-Fund, which is repteddry assets less liabilities, are classified as
equity. For the purpose of determining the ne¢tagalue per unit for subscriptions and
redemptions and for various fee calculations (ibedling NAV"), the Trustee calculates the
Dealing NAV in accordance with the provisions of tBub-Fund's Trust Deed, which may be
different from the accounting policies under IFRS.

HKD

Net assets attributable to unitholders (calculatemtcordance

with the Sub-Fund's Trust Deed) 24,384,787
Adjustment from last traded price to bid price ,(AB)
Net assets attributable to unitholders (calculatextcordance

with IFRSS) 24,363,771
Units in issue 2,000,000
Net assets value per unit 12.1819
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16.

17.

MAJOR NON-CASH TRANSACTIONS

Units are issued/redeemed through in-kind creatdemption of a Basket with the remaining
balances in cash. For each application unit gizerkation/redemption, the Sub-Fund
receives/delivers a Basket consisting of constitgenurities as determined by the Manager on a
daily basis.

@)

(b)

Subscriptions

During the period ended 31 December 2012, theFurat issued 9,000,000 units,
totalling HKD100,699,703 in exchange for Basketssisting of investments valued at
HKDG69,735,764 by the Manager where the value oéstments is determined by the last
traded price as at the valuation point on the dapplication for subscription order. The
remaining balances of HKD30,963,939 was settlechsh.

Redemptions

During the period ended 31 December 2012, theFturdat redeemed 7,000,000 units,
totalling HKD80,679,917 in exchange for Basketssisiing of investments valued at
HKD48,502,867 by the Manager where the value oéstments is determined by the last
traded price as at the valuation point on the dapplication for redemption order. The
remaining balances of HKD32,177,050 was settlezhsh.

APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved by the Mamaigd the Trustee and authorised for issue
on [Date].
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INVESTMENT PORTFOLIO
AS AT 31 DECEMBER 2012

Security name and location of exchange

LISTED EQUITIES

CANADA
SILVERCORP METALS INC COM NPV

HONG KONG

AGILE PROPERTY HOLDINGS LTD
AGRICULTURAL BK CH 'H'CNY1

BANK OF CHINA LTD - H CNY1

BANK OF COMMUNICATIONS - H 'H'CNY1.00
BEIJING ENTERPRISES HLDGS

BELLE INTERNATIONAL HOLDINGS HKDO0.01
BRILLIANCE CHINA AUTOMOTIVE

CHINA CITIC BANK CORP LTD-H

CHINA COAL ENERGY CO - H 'H'CNY1
CHINA COMMUNICATIONS CONST-H 'H'CNY1
CHINA CONSTRUCTION BANK-H

CHINA LIFE INSURANCE CO-H 'H'CNY1
CHINA MENGNIU DAIRY CO HKDO.1

CHINA MERCHANTS BANK - H CHINA MERCHANTS
CHINA MERCHANTS HLDGS INTL

CHINA MOBILE (HK) LTD

CHINA OVERSEAS LAND & INVEST

CHINA PACIFIC INSURANCE GR-H 'H'CNY1
CHINA PETROLEUM & CHEMICAL-H

CHINA RESOURCES CEMENT

CHINA RESOURCES ENTERPRISE

CHINA RESOURCES LAND LTD SHS

CHINA RESOURCES POWER HOLDIN HKD1
CHINA SHENHUA ENERGY CO - H CNY1'H'
CHINA TAIPING INSURANCE HOLDIN

CHINA TELECOM CORP LTD SHS H

CHINA UNICOM HONG KONG LTD

CHINA YURUN FOOD GROUP LTD

CITIC PACIFIC LIMITED

CNOOC LTD HKDO0.02

COUNTRY GARDEN HOLDINGS CO HKDO0.10
DONGFENG MOTOR GRP CO LTD-H
EVERGRANDE REAL ESTATE GROUP USDO0.01
GCL POLY ENERGY HOLDINGS LTD

GOME ELECTRICAL APPLIANCES HKDO0.1(POST C
HENGAN INTL GROUP CO LTD HKDO.1

IND & COMM BK OF CHINA-H

KUNLUN ENERGY COMPANY LTD

LENOVO GROUP LTD

LONGFOR PROPERTIES

NINE DRAGONS PAPER HOLDINGS
PARKSON RETAIL GROUP LTD
PETROCHINA CO LTD

PING AN INSURANCE GROUP CO-H 'H' CNY1
SHANGHAI INDUSTRIAL ORD SHS

SHIMAO PROPERTY HOLDINDS LTD HKDO0.10
TENCENT HOLDINGS LTD ORD HKDO0.0001
TINGYI (CAYMAN ISLN) HLDG CO

WANT WANT CHINA HOLDINGS LTD
YANZHOU COAL MINING COORD CLH

Holdings

800

6,896
119,888
401,512

42,572
2,888
24,280
6,000
43,348
19,576
21,924
405,420
36,272
6,108
18,880
6,124
25,376
19,772
9,048
81,544
8,000
5,852
10,944
9,400
16,540
4,128
67,280
22,852
7,132
6,912
86,944
32,000
14,000
29,872
38,400

50,212

4,184
333,076

14,980

30,176

7,656
9,232

6,636

102,552
9,108
2,600
6,952
5,348
10,872
38,504
9,200

Fair
Bid Price value
HKD HKD
equivalent
39.31 31,449
10.88 75,028
3.84 460,370
3.47 1,393,247
5.83 48,195
50.45 145,700
16.70 05,476
9.56 57,360
4.60 199,401
8.37 16385
7.47 3672
6.22 2,521,712
25.35 9495
21.95 134,071
108 322,470
24.80 151,875
90.25 2,290,184
23.10 456,733
28.65 2225
8.78 715,956
5.07 40,560
27.95 163,563
20.95 229,277
19.70 1801
33.85 %879
15.70 64,810
4.30 289,304
12.40 283,365
5.63 40,153
11.54 79,764
16.78 1,458,920
4.06 1920
11.88 166,320
4.24 6,557
1.56 59,904
R.9 46,195
69.80 292,043
5.50 1,831,918
16.16 242,077
7.01 211,534
15.10 115,606
7.00 64,624
6.24 41,409
10.94 1,121,919
64.85 9654
27.05 70,330
14.60 1,899
248.20 273374
21.35 232,117
10.68 411,223
12.80 117,760

% of
total net
assets value

0.13

0.31
08
72
1.02
0.60
1.66
0.24
@8
0.67
0.67
.38
3.77
st
1.32
0.62
9.40
.8Y
1.06
o2
0.17
0.67
940
0.76
2.30
.4
19.
6.1
0.16
0.33
5.99
0.53
680.
0.52
B.2
0.19
1.20
25
0.99
0.87
0.47
0.27
0.17
4.60
2.42
0.29
0.42
5.45
.95
.69
0.48
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INVESTMENT PORTFOLIO
AS AT 31 DECEMBER 2012

Security name and location of exchange

LISTED EQUITIES - continued

SINGAPORE

COSCO INVESTMENT (S) LTD
YANGZIJIANG SHIPBUILDING NPV
YANLORD LAND GROUP LTD NPV

UNITED STATES

51JOB INC-ADR ADR EA REP 2 ORD USD0.0001
ASIAINFO HOLDINGS INC COM

BAIDU.COM - ADR SPON ADR REP A
CHANGYOU.COM LTD-ADR SPON ADS REP 2 CL A
CHINA LODGING GROUP-SPON ADS CHINA LODGI
CTRIP.COM INTERNATIONAL-ADR ADS EA REP 1
E-COMMERCE CHINA-SPON ADR

FOCUS MEDIA HOLDING-ADR SP ADR RP 10 ORD
GIANT INTERACTIVE GROUP-ADR ADR EACH REP
HOME INNS & HOTELS MANAG-ADR

LDK SOLAR CO LTD - ADR ADR EACH REPR 10
MINDRAY MEDICAL INTL LTD-ADR SPON ADR EA
NETEASE INC-ADR

NEW ORIENTAL EDUCATIO-SP ADR SPONS ADR E
PACTERA TECHNOLOGY INTERNATIONAL LTD
QIHOO 360 TECHNOLOGY CO-ADR

RENREN INC-ADR SPON ADR EA REPR 3 CL A
SHANDA GAMES LTD-ADR ADR EACH REP 2 SHS
SINA CORP ORD

SOHU COM INC COM

SOUFUN HOLDINGS LTD-ADR

SUNTECH POWER HOLDINGS-ADR

TRINA SOLAR LTD-SPON ADR ADR REP 100 ORD
WUXI PHARMATECH INC-ADR ADR EACH REPR 8
YINGLI GREEN ENERGY HOLD-ADR ADR EACH RE
YOUKU TUDOU INC

TOTAL INVESTMENTS
OTHER NET ASSETS
NET ASSET VALUE AS AT 31 DECEMBER 2012

TOTAL INVESTMENTS, AT COST

Holdings

5,600
9,600
4,000

40
240
1,668
52
92
688
160
436
576
104
380
436
376
708
228
280
760
432
336
156
112
620
404
320
476
400

Fair
Bid Price value
HKD HKD
equivalent
5.68 31,803
6.06 58,175
9.61 38,453
361.65 14,466
84.25 20,220
777.34 1,29865
203.54 10,584
131.84 12,129
176.56 121,476
31.86 5,097
198.89 86,716
41.85 24,108
223.92 23,288
10.93 4,153
253.53 110,539
329.57 123,917
150.52 106,569
61.54 1432
229.89 64,369
26.51 , 4B
23.41 0,112
389.25 130,787
366.93 57,240
193.54 21,676
11.63 7,208
33.56 13,559
122 o
18.21 8,668
141.22 56,488
24,343,041
20,730
24,363,771
21,488,774

% of
total net

assets value

0.13
0.24
0.16

0.06
0.08
5.32
0.04
0.05
0.50
0.02
0.36
0.10
0.10
0.02
0.45
0.51
0.44
0.06
0.26
0.08
0.04
0.54
0.23
0.09
0.03
0.06
0.16
0.04
0.23

99.91

0.09

100.00
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STATEMENT OF MOVEMENTS IN PORTFOLIO HOLDINGS

FOR THE PERIOD FROM 24 OCTOBER 2011 (DATE OF INIU®FFER)

TO 31 DECEMBER 2012

Holdings

Security name and location of exchange

24.10.2011

Additions

LISTED EQUITIES

CANADA
SILVERCORP METALS INC COM NPV

HONG KONG

AGILE PROPERTY HOLDINGS LTD
AGRICULTURAL BK CH 'H'CNY1

BANK OF CHINA LTD - H CNY1

BANK OF COMMUNICATIONS - H 'H'CNY1.00
BEIJING ENTERPRISES HLDGS

BELLE INTERNATIONAL HOLDINGS HKDO.01
BRILLIANCE CHINA AUTOMOTIVE

CHINA CITIC BANK CORP LTD-H

CHINA COAL ENERGY CO - H'H'CNY1

CHINA COMMUNICATIONS CONST-H 'H'CNY1
CHINA CONSTRUCTION BANK-H

CHINA LIFE INSURANCE CO-H 'H'CNY1
CHINA MENGNIU DAIRY CO HKDO.1

CHINA MERCHANTS BANK - H CHINA MERCHANTS
CHINA MERCHANTS HLDGS INTL

CHINA MOBILE (HK) CO LTD

CHINA OVERSEAS LAND & INVEST

CHINA PACIFIC INSURANCE GR-H 'H'CNY1
CHINA PETROLEUM & CHEMICAL-H

CHINA RESOURCES CEMENT

CHINA RESOURCES ENTERPRISE

CHINA RESOURCES LAND LTD SHS

CHINA RESOURCES POWER HOLDIN HKD1
CHINA SHENHUA ENERGY CO - H CNY1'H'
CHINA TAIPING INSURANCE HOLDIN

CHINA TELECOM CORP LTD SHS H

CHINA UNICOM HONG KONG LTD

CHINA YURUN FOOD GROUP LTD

CITIC PACIFIC LIMITED

CNOOC LTD HKDO0.02

COUNTRY GARDEN HOLDINGS CO HKDO0.10
DONGFENG MOTOR GRP CO LTD-H
EVERGRANDE REAL ESTATE GROUP USDO0.01
GCL POLY ENERGY HOLDINGS LTD

GOME ELECTRICAL APPLIANCES HKDO.1(POST C
HENGAN INTL GROUP CO LTD HKDO.1

IND & COMM BK OF CHINA-H

KUNLUN ENERGY COMPANY LTD

LENOVO GROUP LTD

LONGFOR PROPERTIES

NINE DRAGONS PAPER HOLDINGS
PARKSON RETAIL GROUP LTD
PETROCHINA CO LTD

PING AN INSURANCE GROUP CO-H 'H' CNY1
SHANGHAI INDUSTRIAL ORD SHS

SHIMAO PROPERTY HOLDINDS LTD HKDO0.10
TENCENT HOLDINGS LTD ORD HKDO0.0001
TINGYI (CAYMAN ISLN) HLDG CO

WANT WANT CHINA HOLDINGS LTD
YANZHOU COAL MINING CO ORD CL H

3,600

31,752
561,996
1,668,884
200,034
12,996
115,650
12,000
204,066
93,852
101,178
1,744,350
170,064
27,486
89,370
28,098
137,952
93,384
40,716
383,508
16,000
27,414
49,248
43,290
77,670
19,476
317,160
107,694
33,174
33,354
408,348
64,000
63,000
137,124
172,800
230,904
19,584
1,452,502
64,410
136,692
35,352
42,624
32,112
482,184
41,886
12,330
40,554
25,200
51,084
181,278
41,400

Corporate
action

Holdings
as at
Disposals 31.12.2012
2,800 800
24,856 ,886
442,108 19,888
1,2673 401,512
157,462 42,572
10,108 88,8
91,370 24,280
6,000 6,
160,718 338
7427 19,576
79,254 21,924
1,338,930 405,420
1332 36,272
21,378 6,108
70,490 18,880
21,974 @4
112,576 &6
73,612 19,772
8568 9,048
301,964 81,544
8,000 8,000
21,562 5,852
38,304 94
3389 9,400
B8B0 16,540
1548 4,128
249,880 67,280
84,842 2852
26,042 Kyl
26,442 6,912
321,404 86,944
,620 32,000
49,000 ,0D9
107,252 29,872
1304 38,400
180,692 50,212
19@ 4,184
1,119,426 333,076
49,430 B8O
106,516 30,176
27,696 7,656
33,392 9,232
25,476 856
379,632 102,552
32,778 9,108
9,730 ,6D0
33,602 6,952
9,852 5,348
402 10,872
14274 38,504
32,200 9,200
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Holdings
as at

Security name and location of exchange 24.10.2011 Additions
LISTED EQUITIES - continued
SINGAPORE
COSCO CORP SINGAPORE LTD - 25,200
YANGZIJIANG SHIPBUILDING NPV - 43,200
YANLORD LAND GROUP LTD NPV - 18,000
UNITIED STATES
51JOB INC-ADR ADR EA REP 2 ORD USD0.0001 - 180
ALIBABA.COM LTD - 34,686
ASIAINFO HOLDINGS INC COM - 480
BAIDU.COM - ADR SPON ADR REP A - 7,956
BYD CO LTD-H - 12,690
CHANGYOU.COM LTD-ADR SPON ADS REP 2 CL A - 234
CHINA EVERBRIGHT LTD - 19,710
CHINA LODGING GROUP-SPON ADS CHINA LODGI - 414
CHINA REAL ESTATE INFORM-ADR SPON ADS EA - 666
CHINA RONGSHENG HEAVY INDUSTRY - 79,992
CTRIP.COM INTERNATIONAL-ADR ADS EAREP 1 - 3,276
E-COMMERCE CHINA-SPON ADR - 1,782
E-HOUSE CHINA HOLDINGS-ADS ADR EACH REPR - 1,489
FOCUS MEDIA HOLDING-ADR SP ADR RP 10 ORD - 1,962
GIANT INTERACTIVE GROUP-ADR ADR EACH REP - 2,592
HOME INNS & HOTELS MANAG-ADR - 468
JA SOLAR HOLDINGS CO LTD-ADR ADR REPR 3 - 3,132
LDK SOLAR CO LTD - ADR ADR EACHREPR 10O - 1,710
MINDRAY MEDICAL INTL LTD-ADR SPON ADR EA - 2,142
NETEASE INC-ADR - 1,782
NEW ORIENTAL EDUCATIO-SP ADR SPONS ADR E - 3,546
PACTERA TECHNOLOGY INTERNATIONAL LTD - 1,026
QIHOO 360 TECHNOLOGY CO LTD ADS EA 2 REP - 1,260
RENHE COMMERCIAL HOLDINGS HKDO0.01 - 292,896
RENREN INC-ADR SPON ADR EAREPR 3 CL A - 3,420
SHANDA GAMES LTD-ADR ADR EACH REP 2 SHS - 1,944
SHANDA INTERACTIVE ENTER-ADR SPONSORED A - 774
SINA CORP ORD - 1,512
SINO-OCEAN LAND HOLDINGS - 90,216
SOHU COM INC COM - 702
SOUFUN HOLDINGS LTD-ADR - 1,692
SUNTECH POWER HOLDINGS-ADR - 2,880
TRINA SOLAR LTD-SPON ADR ADR REP 100 ORD - 1,818
WUXI PHARMATECH INC-ADR ADR EACH REPR 8 - 1,440
YINGLI GREEN ENERGY HOLD-ADR ADR EACH RE - 2,502
YOUKU INC - 2,592

Corporate
action

Holdings
as at
Disposals 31.12.2012

19,600 5,600
33,600 9,600
14,000 000

401 40

34,686 -

240 240
6,288 as6
12,690 -
82 52
19,710 -
322 92
666 -
79,992 -
2,588 688
1,622 160

1,489 -
1,526 436
2,016 576

364 104
132 -
330 380

1,706 436
1,406 376
2,838 708

9B 228
980 280
2896 -
660 760
1,512 432
774 -
1,176 336
90,216 -
546 156
1,580 112
2,260 620
1,414 404
120 320

2,026 476

2,192 400
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PERFORMANCE RECORD
FOR THE PERIOD FROM 24 OCTOBER 2011 (DATE OF INIU®FFER)
TO 31 DECEMBER 2012

1. NET ASSET VALUE (CALCULATED IN ACCORDANCE WITH HE SUB-FUND'S TRUST

DEED)
Net
Net asset value
asset value per unit
HKD HKD
At the end of financial period 31 December 2012 ,334,787 12.1924
2. HIGHEST AND LOWEST NET ASSET VALUE PER UNIT
Highest net Lowest net
asset value asset value
per unit per unit
HKD HKD
Financial period ended 31 December 2012
(since date of initial offer) 12.7426 10.5663

3. COMPARISON OF THE SUB-FUND'S PERFORMANCE AND THNETUAL INDEX
PERFORMANCE

The table below illustrates the comparison betwt#enSub-Fund's performance (calculated in
accordance with the Sub-Fund's Trust Deed) andathtéite Underlying Index during the period
from 24 October 2011 (date of initial offer) to Becember 2012:

Underlying
Sub-fund's index's
performance performance
Performance 9.24% 13.84%
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