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18 4K H5 8 £ 451 Hang Seng Investment Index Funds Series
fEAE T E SR EEe ( ThEeE ERES
Hang Seng China Enterprises Index ETF* (the "China Enterprises ETF")

E4AETFEFE £ %751l Hang Seng Investment Index Funds Series Il
fEAE E P EIS0TE 8 A ( T ERFRES0 bk | )
Hang Seng FTSE China 50 Index ETF (the "FTSE China 50 ETF")

* 2018483 5 H RiTRE A fE AR HERFE B b ik 4 -
# Known as Hang Seng H-Share Index ETF before 5 March 2018.

RIS R T ISUAR - AVEIER » DITESUR Rt -

The annual financial report is presented in English and Chinese. In case of discrepancy, the original version in English shall prevail.
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Performance Table

AT 8%
Price Record
2017 2016 2015 2014 2013 2012
i BRI i BRI i BRI i BRI S i S i
PONEE MR BUREE EENE SRAEE EEE SN MEEE SN MEEE STNEE MR
i Highest Lowest  Highest Lowest  Highest Lowest  Highest Lowest  Highest Lowest  Highest Lowest
Currency Offer Price  Bid Price Offer Price  Bid Price Offer Price  Bid Price Offer Price  Bid Price Offer Price  Bid Price Offer Price  Bid Price
P Bl {22 b %54 China Enterprises ETF 7T HKD 120.94 9521 10247 7567 148.92 9312 12142 90244 12221 90.75 11825 91.85
‘= I R 750 I i %k < FTSE China 50 ETF 57T HKD 212.02 157.45 172.37 127.60 231.13 149.80 187.33 145.95 184.58 140.27 179.45 143.13
2011 2010 2009 2008 2007
s i s i s i s i s i
OEE e EUNEE EEME ST EENE SUEE EEE SNEE ey
i Highest Lowest  Highest Lowest  Highest Lowest  Highest Lowest  Highest Lowest
Currency Offer Price Bid Price Offer Price  Bid Price Offer Price  Bid Price Offer Price  Bid Price Offer Price  Bid Price
P Ef {22 _F 54 China Enterprises ETF T HKD 137.10 8245 14321 10815  138.12 6585  161.67 50.32  204.94 85.48
‘E 1 b EY50_ i Ak < FTSE China 50 ETF 7T HKD 204.74 129.47 212.64 163.50 202.19 105.00 255.38 85.03 312.24 138.99
SEAIFEFE
Net Asset Value Per Unit
g 2017412 31H 20164E12H31H 20154E12H31H 20144E12H31H
Currency As at 31 December 2017 As at 31 December 2016 As at 31 December 2015 As at 31 December 2014
rfr[e 1 ¥ b7 AR< China Enterprises ETF 7T HKD 118.34 94.75 97.39 120.76
‘= R[50 | i< FTSE China 50 ETF HE 7T HKD 207.56 156.99 158.01 183.04
BREARAAZERETRE
Total Net Assets Attributable to Unitholders
i 20174E12H31H 20164FE12H31H 20154E12 5311 20144E12H31H
Currency As at 31 December 2017 As at 31 December 2016 As at 31 December 2015 As at 31 December 2014
rp 5% B AiES <G China Enterprises ETF HTT HKD 41,921,830,288 44,813,104,572 48,635,256,059 21,410,228,598
B B P ERI50 - i %8 FTSE China 50 ETF #TT HKD 166,265,967 134,762,776 154,464,590 181,402,057
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Trustee's Report

BB bR K E RS0 AR AR A A

TR > BFRAREGEH > HIEAREEHARASNEE01TFE12H3N HIEZFEAN - EREZE TS AIIRE2003411 H 18 H £220054
61HETIL - MAKEETHY ((ERE324Y) ROCE B B Mg bk R s i E50 b ik -

HSBC Provident Fund Trustee (Hong Kong) Limited

20184E4 H2TH

To the unitholders of China Enterprises Index ETF and FTSE China 50 ETF

We hereby confirm that, in our opinion, the Manager, Hang Seng Investment Management Limited has, in all material respects, managed the China Enterprises ETF and FTSE
China 50 ETF in accordance with the provisions of the Trust Deeds dated 18 November 2003 and 1 June 2005 respectively, as amended, for the year ended 31 December 2017.

HSBC Provident Fund Trustee (Hong Kong) Limited
27 April 2018
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Independent Auditor’s Report

To the Unitholders of Hang Seng China Enterprises Index ETF and Hang Seng FTSE China 50 Index ETF

Report on the Audit of Financial Statements

Opinion

We have audited the financial statements of Hang Seng China Enterprises Index ETF and Hang Seng FTSE China 50 Index ETF (“the Funds”) set out on pages 15 to 34, which comprise

the statement of assets and liabilities as at 31 December 2017, the statement of comprehensive income, the statement of changes in equity, the cash flow statement and the distribution
statement for the year then ended and notes to the financial statements, including a summary of significant accounting policies.

In our opinion, the financial statements give a true and fair view of the financial disposition of the Funds as at 31 December 2017 and of their financial transactions and cash flows for the
year then ended in accordance with Hong Kong Financial Reporting Standards (‘HKFRSs”) issued by the Hong Kong Institute of Certified Public Accountants (*HKICPA").

Basis for Opinion

We conducted our audit in accordance with Hong Kong Standards on Auditing (‘HKSAs”) issued by the HKICPA. Our responsibilities under those standards are further described in the
Auditor's Responsibilities for the Audit of the Financial Statements section of our report. We are independent of the Funds in accordance with the HKICPA’s Code of Ethics for
Professional Accountants (“the Code”) and we have fulfilled our other ethical responsibilities in accordance with the Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the financial statements of the current period. These matters were
addressed in the context of our audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters.

Valuation of investments

Refer to note 13 to the financial statements and the accounting policies in note 2(f)(iv) on page 29.

The Key Audit Matter How the matter was addressed in our audit

As at 31 December 2017 the investment portfolio represented 98.28% and 97.65% of the total  |Our audit procedures to assess the valuation of investments included the following:
assets of Hang Seng China Enterprises Index ETF and Hang Seng FTSE China 50 Index ETF
respectively and is the key driver of the Funds’ investment returns. + assessing whether the valuations of all equities in the investment portfolios (other
than the suspended equity) at the year end date were within the market bid-ask

As at 31 December 2017 the carrying value of a suspended equity held by Hang Seng FTSE spreads by comparing the prices adopted by the Funds with the prices obtained from
China 50 Index ETF had been written down to zero. Fair value estimates were made by the independent pricing sources; and

Manager and the Trustee of the Funds at the year end date based on market conditions and
information about the suspended equity which involved significant judgement. There is a risk that| ¢ assessing the valuation methodology and the assumptions adopted by the Manager
the valuation adopted for the suspended equity may not be reflective of its fair value. and the Trustee of the Funds for the suspended equity with reference to industry
practice.

We identified the valuation of investments as a key audit matter because of its significance in the
context of the Funds’ financial statements and because the values of the investment portfolios at
the year end date are key performance indicators of the Funds.

Information Other than the Financial Statements and Auditor's Report Thereon

The Manager and the Trustee of the Funds are responsible for the other information. The other information comprises all the information included in the annual report, other than the
financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this other information, we are required to report that fact. We have nothing to report in this
regard.

Responsibilities of the Manager and the Trustee of the Funds for the Financial Statements

The Manager and the Trustee of the Funds are responsible for the preparation of financial statements that give a true and fair view in accordance with HKFRSs issued by the HKICPA
and for such internal control as the Manager and the Trustee of the Funds determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.




Independent Auditor’s Report (continued)

Responsibilities of the Manager and the Trustee of the Funds for the Financial Statements (continued)

In preparing the financial statements, the Manager and the Trustee of the Funds are responsible for assessing the Funds’ ability to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going concern basis of accounting unless the Manager and the Trustee of the Funds either intend to liquidate the Funds or to cease
operations, or have no realistic alternative but to do so.

In addition, the Manager and the Trustee of the Funds are required to ensure that the financial statements have been properly prepared in accordance with the relevant provisions of the
Trust Deeds, as amended on 14 January 2011, 13 November 2014 and 28 November 2017 for Hang Seng China Enterprises Index ETF and 14 January 2011, 7 July 2015 and 28
November 2017 for Hang Seng FTSE China 50 Index ETF (“the Trust Deeds”), and the relevant disclosure provisions of Appendix E of the Code on Unit Trusts and Mutual Funds (‘the
SFC Code”) issued by the Hong Kong Securities and Futures Commission.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. This report is made solely to you, as a body, and for no other purpose. We do not assume responsibility towards or accept liability to any other
person for the contents of this report.

Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in accordance with HKSAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements. In addition, we are required to assess whether the financial statements of the Funds have been properly prepared, in all material
respects, in accordance with the relevant provisions of the Trust Deeds and the relevant disclosure provisions of Appendix E of the SFC Code.

As part of an audit in accordance with HKSAs, we exercise professional judgement and maintain professional scepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations or the override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the circumstances but not for the purpose of expressing an
opinion on the effectiveness of the Funds’ internal control.

-

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures made by the Manager and the Trustee of the Funds.

-

Conclude on the appropriateness of the Manager's and the Trustee’s use of the going concern basis of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on the Funds’ ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditor’s report to the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future events or conditions may cause the Funds to cease to continue as a going
concern.

Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

We communicate with the Manager and the Trustee of the Funds regarding, among other matters, the planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

We also provide the Manager and the Trustee of the Funds with a statement that we have complied with relevant ethical requirements regarding independence and communicate with
them all relationships and other matters that may reasonably be thought to bear on our independence and, where applicable, related safeguards.

From the matters communicated with the Manager and the Trustee of the Funds, we determine those matters that were of most significance in the audit of the financial statements of the
current period and are therefore the key audit matters. We describe these matters in our auditor’s report unless law or regulation precludes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be communicated in our report because the adverse consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

Report on matters under the relevant provisions of the Trust Deeds and the relevant disclosure provisions of Appendix E of the SFC Code

In our opinion, the financial statements have been properly prepared, in all material respects, in accordance with the relevant provisions of the Trust Deeds and the relevant disclosure
provisions of Appendix E of the SFC Code.

The engagement partner on the audit resulting in this independent auditor’s report is Chui Ming Wai, Vivian.

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong
27 April 2018
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Investment Portfolio

20175128 31H as at 31 December 2017

FEGEFHES
China Enterprises ETF
EEREMFEAZ
ifi=A SEEESBEESL
GEIT) % of Total Net
T ETHRE BfrgH Market Value Assets Attributable
Hong Kong Listed Investments Holdings (HKD) to Unitholders
FEREE Hong Kong Equities
JHE RS Consumer Goods
et iii) BYD 8,778,893 597,842,613 1.42%
HESEH Dongfeng Motor 37,184,686 351,767,130 0.84%
FWREH Great Wall Motor 42,483,616 380,228,363 0.91%
[ R Guangzhou Automobile Group 28,819,940 533,745,289 1.27%
BRI 7 Sinopharm 16,349,150 552,601,270 1.32%
2,416,184,665 5.76%
HB B Consumer Services
BB M2 Air China 28,143,232 266,797,839 0.64%
BER Energy
FE A ET China Petroleum & Chemical 349,697,619 2,003,767,357 4.78%
o B HEERE R China Shenhua Energy 46,582,391 043,203,418 2.25%
PR R AR PetroChina 289,190,870 1,576,090,241 3.76%
4,523,151,016 10.79%
&Rl Financials
PR EIRT Agricultural Bank of China 379,186,379 1,380,238,420 3.29%
PEERTT Bank of China 1,088,849,486 4,181,182,026 9.97%
ZBIRTT Bank of Communications 119,972,105 695,838,209 1.66%
PEEEEEEE China Cinda Asset Management 120,876,780 345,707,591 0.83%
PERIT China CITIC Bank 132,586,775 649,675,198 1.55%
R R SR T China Construction Bank 605,550,377 4,359,962,714 10.41%
PR $RITRE R China Galaxy Securities 48,060,649 276,829,338 0.66%
elE PNy China Life Insurance 101,991,615 2,503,894,148 5.97%
HARERTT China Merchants Bank 53,486,017 1,663,415,129 3.97%
R RASRTT China Minsheng Banking 85,531,347 669,710,447 1.60%
B RSEER b China Pacific Insurance 32,333,781 1,214,133,477 2.90%
Sl CITIC Securities 26,543,934 427,888,216 1.02%
GF Securities 20,993,304 330,014,739 0.79%
Haitong Securities 44,396,270 503,453,702 1.20%
Huatai Securities 22,383,780 348,291,617 0.83%
P TR SR T Industrial and Commercial Bank of China 679,397,724 4.273,411,684 10.19%
WEABRE New China Life Insurance 10,630,613 567,674,734 1.35%
ERE NGRS People's Insurance Company 101,665,451 391,411,986 0.93%
BRI B PICC Property & Casualty 63,044,521 946,928,705 2.26%
PR (R Ping An Insurance 51,235,814 4,168,033,469 9.94%
R EE & RAT Postal Savings Bank of China 81,647,106 331,487,250 0.79%
30,229,182,799 72.11%
T2 Industrials
P E CRRC Corporation 59,911,771 500,862,405 1.20%
e HRF R Zhuzhou CSR Times Electric 7,127,022 362,409,069 0.86%
863,271,474 2.06%
HEEERSE Properties & Construction
ZEIEKR Anhui Conch Cement 16,922,682 621,908,563 1.48%
o B 5 3 s China Communications Construction 60,685,601 538,888,137 1.29%
o B8] China Railway 54,785,687 316,661,271 0.76%
o B China Railway Construction 27,035,578 244,942 337 0.58%
R China Vanke 18,023,088 562,320,346 1.34%
2,284,720,654 5.45%
B Telecommunications
PEEE China Telecom 180,699,177 672,200,939 1.60%
NEEE Utilities
P E T CGN Power 145,362,287 308,168,048 0.73%
R R S Huaneng Power International 57,983,951 284,121,360 0.68%
592,289,408 1.41%
KERYETH{E Total Investments 41,847,798,794 99.82%
( 46 Z 5k K Total cost of investments - HKD 38,701,734,663 1)
oAt BE 7R (H Other Net Assets 74,031,494 0.18%
BIREAIA A2 885 /F{E Total Net Assets Attributable to Unitholders 41,921,830,288 100.00%
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Investment Portfolio (continued)
20174125 31H as at 31 December 2017

ERPE50 EHES
FTSE China 50 ETF
EEREMFAAZ
T SRR E ST
(&7 % of Total Net
BB EFHEE Birg e Market Value Assets Attributable
Hong Kong Listed Investments Holdings (HKD) to Unitholders
EHERYE Hong Kong Equities
kR Basic Materials
o B AL TR China Shenhua Energy 130,256 2,637,684 1.59%
15 B E Fosun International 86,412 1,496,656 0.90%
4,134,340 2.49%
HELRNE Consumer Goods
bhEm BYD 26,374 1,796,070 1.08%
EFEHE Geely Automobile 185,000 5,013,500 3.01%
NS E Guangzhou Automobile 85,920 1,591,238 0.96%
8,400,808 5.05%
SHEE RS Consumer Services
o BB AT ZE Air China 69,688 660,642 0.40%
&Rl Financials
o B P 2SR T Agricultural Bank of China 981,786 3,573,701 2.15%
hERSRIT Bank of China 1,910,237 7,335,310 4.41%
ATERTT Bank of Communications 299,433 1,736,711 1.04%
R A China Cinda Asset Management 362,718 1,037,373 0.62%
Y e China CITIC Bank 317,625 1,556,363 0.94%
o B R TT China Construction Bank 2,161,476 15,562,627 9.36%
RS R SRTT China Everbright Bank 123,984 452,542 0.27%
A EE ] China Everbright Group 112,000 3,018,400 1.82%
PR R EE S China Galaxy Securities 142,000 817,920 0.49%
Ea{ERE China Huarong Asset Management 372,530 1,374,636 0.83%
S EPNE o China Life Insurance 244,247 5,996,264 3.61%
R TT China Merchants Bank 145,479 4,524,397 2.72%
B B 2R SR T China Minsheng Banking 203,685 1,594,854 0.96%
g N China Overseas Land & Investment 147,501 3,709,650 2.23%
o B A 2R China Pacific Insurance 99,167 3,723,721 2.24%
TR China Resources Land 101,911 2,343,953 1.41%
ER % China Vanke 50,511 1,575,943 0.95%
RS % CITIC Securities 87,146 1,404,794 0.84%
ZEfEE Country Garden 203,491 3,032,016 1.82%
e GF Securities 59,347 932,935 0.56%
HHZEE Guotai Junan Securities 32,200 560,280 0.34%
e EEE S Haitong Securities 130,872 1,484,088 0.89%
AR Huatai Securities 66,171 1,029,621 0.62%
] TRG4RTT Industrial and Commercial Bank of China 2,016,455 12,683,502 7.63%
P N\ E(Ek New China Life Insurance 33,536 1,790,822 1.08%
PN People's Insurance 325,831 1,254,449 0.75%
T E A B PICC Property & Casualty 170,084 2,554,662 1.54%
o B SR b Ping An Insurance 125,855 10,238,304 6.16%
o B B & SR T Postal Savings Bank of China 225,000 913,500 0.55%
97,813,338 58.83%
T Industrials
SHEEIE KR Anhui Conch Cement 45,207 1,661,357 1.00%
o B AT i China Communications Construction 169,835 1,508,135 0.91%
o B T China Railway 146,563 847,134 0.51%
o B China Railway Construction 72,395 655,899 0.39%
chig CITIC 188,477 2,126,021 1.28%
thEg hE CRRC Corporation 154,336 1,290,249 0.78%
g s Metallurgical Corporation of China 109,924 252,825 0.15%
8,341,620 5.02%
FHERARR Oil & Gas
RS H(ET China Petroleum & Chemical 980,489 5,618,202 3.38%
o B R CNOOC 557,098 6,250,639 3.76%
SERE RS Hanergy Thin Film Power 500,000 - 0.00%
h G AR PetroChina 799,509 4,357,324 2.62%
16,226,165 9.76%
FH Technology
it ST F2e Tencent Holdings 36,584 14,853,104 8.93%
o BT ZTE 29,000 851,150 0.51%
15,704,254 9.44%
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KREHE (E)
Investment Portfolio (continued)

2017412 H 31H as at 31 December 2017

EFHES EHES
FTSE China 50 ETF
EBEREAFAAZ
A EEEHERSI
GEIT) % of Total Net
FBETHRE BirgE Market Value Assets Attributable
Hong Kong Listed Investments Holdings (HKD) to Unitholders
AR Hong Kong Equities
BERE Telecommunications
th L) China Mobile 133,945 10,615,141 6.38%
hE B China Telecom 533,562 1,984,851 1.19%
o BRI China Unicom 210,213 2,219,849 1.34%
14,819,841 8.91%
& TH{E Total Investments 166,101,008 99.90%
(43 K Total cost of investments - HKD 146,053,162 ;%7 )
H M & ZE 7R Other Net Assets 164,959 0.10%
BIREAIA A2 88 B /F{E Total Net Assets Attributable to Unitholders 166,265,967 100.00%
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REHESEIHR

Statement of Movements in Portfolio Holdings

B ZE20174E12 5 31 H4EE for the year ended 31 December 2017

hEG% FHES
China Enterprises ETF
BEfrgE BEfrgE
20174E1 B1H 20174E12 93180
T EHKE Holdings as at B D> Holdings as at
Hong Kong Listed Investments 1 Jan 2017 Additions Disposals 31 Dec 2017
TR Hong Kong Equities
HEmEE Consumer Goods
[t ] BYD 11,438,670 6,086,757 8,746,534 8,778,893
S Dongfeng Motor 48,451,578 25,782,610 37,049,502 37,184,686
EWSE Great Wall Motor 55,354,271 29,438,945 42,309,600 42,483,616
A Guangzhou Automobile Group - 30,959,445 2,139,505 28,819,940
R S5 2 iy Sinopharm 21,302,140 11,331,039 16,284,029 16,349,150
B Tsingtao Brewery 6,432,268 449,130 6,881,398 -
HEERE Consumer Services
o e B P 2 Air China 36,668,680 19,519,716 28,045,164 28,143,232
- V] Energy
hE AR T China Petroleum & Chemical 455,639,938 242,316,417 348,258,736 349,697,619
PR RE A China Shenhua Energy 60,695,076 32,280,267 46,392,952 46,582,391
F AR ARR PetroChina 376,803,586 200,393,376 288,006,092 289,190,870
&Rt Financials
R SR T Agricultural Bank of China 439,167,329 299,468,471 359,449,421 379,186,379
FESRTT Bank of China 1,338,013,377 824,474,355 1,073,638,246 1,088,849,486
AEERAT Bank of Communications 156,318,629 83,132,406 119,478,930 119,972,105
PSR EE S China Cinda Asset Management 166,583,959 83,678,169 129,385,348 120,876,780
FZERTT China CITIC Bank 146,178,381 111,763,343 125,354,949 132,586,775
R SR T China Construction Bank 805,562,048 423,862,834 623,874,505 605,550,377
B $R T RES China Galaxy Securities 62,621,176 33,305,152 47,865,679 48,060,649
R N\ E e China Life Insurance 132,890,220 70,676,612 101,575,217 101,991,615
HrEsRT China Merchants Bank 69,689,866 37,063,059 53,266,908 53,486,017
R R A SR 1T China Minsheng Banking 111,443,535 60,929,372 86,841,560 85,531,347
China Pacific Insurance 42,129,095 24,803,330 34,598,644 32,333,781
CITIC Securities 36,619,340 19,087,752 29,163,158 26,543,934
GF Securities 28,872,546 15,061,394 22,940,636 20,993,304
Haitong Securities 57,846,590 30,765,356 44,215,676 44,396,270
Huatai Securities 29,165,181 15,510,456 22,291,857 22,383,780
I T sRTT Industrial and Commercial Bank of China 982,515,994 468,997,300 772,115,570 679,397,724
HEE A SR New China Life Insurance 13,850,994 7,367,592 10,587,973 10,630,613
R BRI People's Insurance Company 132,464,790 70,453,369 101,252,708 101,665,451
cp R b PICC Property & Casualty 82,143,726 43,700,501 62,799,706 63,044,521
o R S 2 R Ping An Insurance 93,103,584 42,633,702 84,501,472 51,235,814
R E L SR T Postal Savings Bank of China - 144,299,662 62,652,556 81,647,106
T Industrials
g h E CRRC Corp 78,062,802 41,518,404 59,669,435 59,911,771
N IR E R Zhuzhou CSR Times Electric 9,774,872 4,931,410 7,579,260 7,127,022
MBS Properties & Construction
LZHRUFIZIKE Anhui Conch Cement 22,049,084 11,731,868 16,858,270 16,922,682
o B A A st China Communications Construction 79,070,750 42,057,419 60,442,568 60,685,601
P g China Railway 71,382,321 37,968,609 54,565,243 54,785,687
R China Railway Construction 35,226,407 18,738,904 26,929,733 27,035,578
HRM China Vanke 23,483,528 12,489,126 17,949,566 18,023,088
ER Telecommunications
FEHEE China Telecom 235,444,248 125,216,317 179,961,388 180,699,177
AFHEE Utilities
A% S CGN Power 179,432,965 107,320,036 141,390,714 145,362,287
FEJREE SIHEE China Longyuan Power Group 56,666,727 21,325,842 77,992,569 -
FERERIPEE S Huaneng Power International 75,549,819 40,193,982 57,759,850 57,983,951
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REMETR (H)

Statement of Movements in Portfolio Holdings (continued)

B 22017412 H 31 H4EE for the year ended 31 December 2017

ERFTES LEHES
FTSE China 50 ETF
Efr®H Efr®HE
20174E1 H1H 20174E12H31H
FEETRE Holdings as at by B Holdings as at
Hong Kong Listed Investments 1Jan 2017 Additions Disposals 31 Dec 2017
FRAE= Hong Kong Equities
ik Basic Materials
o B AL IR China Shenhua Energy 132,256 63,000 65,000 130,256
BRI Fosun International 90,412 41,000 45,000 86,412
SHESLEDE Consumer Goods
Byl BYD 26,874 16,500 17,000 26,374
FFRH Geely Automobile - 246,000 61,000 185,000
FWCRHE Great Wall Motor 120,931 54,000 174,931 -
RBENEE Guangzhou Automobile 85,920 54,000 54,000 85,920
[ER7E ] Hengan International 27,668 3,500 31,168
SHEERE Consumer Services
o e [ P 2 Air China 71,688 48,000 50,000 69,688
&Rl Financials
o B P 2SR T Agricultural Bank of China 1,006,786 441,000 466,000 981,786
I $RTT Bank of China 2,057,237 1,001,000 1,148,000 1,910,237
ATERTT Bank of Communications 313,433 129,000 143,000 299,433
Ea e China Cinda Asset Management 353,718 180,000 171,000 362,718
China CITIC Bank 325,625 144,000 152,000 317,625
B China Construction Bank 2,142,476 1,559,000 1,540,000 2,161,476
R A SR T China Everbright Bank 128,984 59,000 64,000 123,984
o B SEA China Everbright Group - 156,000 44,000 112,000
o BRI SREE 2% China Galaxy Securities - 199,000 57,000 142,000
Ea{ERE China Huarong Asset Management 243,530 246,000 117,000 372,530
PN China Life Insurance 248,247 114,000 118,000 244,247
FARERTT China Merchants Bank 148,479 69,000 72,000 145,479
R AR SRTT China Minsheng Banking 254,185 106,000 156,500 203,685
g AN as China Overseas Land & Investment 149,501 82,000 84,000 147,501
] A SE R b China Pacific Insurance 100,767 46,400 48,000 99,167
EE HY China Resources Land 105,911 60,000 64,000 101,911
BRI % China Vanke 51,211 23,200 23,900 50,511
PEIEZR CITIC Securities 88,646 42,500 44,000 87,146
L Country Garden 277,491 90,000 164,000 203,491
e GF Securities 60,347 27,600 28,600 59,347
Guotai Junan Securities - 32,800 600 32,200
3 Haitong Securities 132,872 61,200 63,200 130,872
E Huatai Securities 66,971 30,800 31,600 66,171
] TRG4RTT Industrial and Commercial Bank of China 1,897,455 1,284,000 1,165,000 2,016,455
B N\ E (R New China Life Insurance 31,336 16,900 14,700 33,536
=aEAPNERY People's Insurance Company of China 331,831 150,000 156,000 325,831
o 58 B g PICC Property & Casualty 178,084 92,000 100,000 170,084
o B SRR b Ping An Insurance 148,855 74,500 97,500 125,855
o R E & SR Postal Savings Bank of China - 316,000 91,000 225,000
b ey v Health Care
Eif ettt Sinopharm 40,811 4,400 45,211
T Industrials
SEECEIE KR Anhui Conch Cement 46,207 24,000 25,000 45,207
oh B A RS China Communications Construction 172,835 82,000 85,000 169,835
PR s China Railway 148,563 70,000 72,000 146,563
o B China Railway Construction 73,395 35,000 36,000 72,395
PRt CITIC 192,477 100,000 104,000 188,477
chg th e CRRC Corporation 158,336 72,000 76,000 154,336
g oa Metallurgical Corporation of China 111,924 57,000 59,000 109,924
FEEE Shanghai Electric 109,138 22,000 131,138 -

13



REMETR (H)

Statement of Movements in Portfolio Holdings (continued)
B 22017412 H 31 H4EE for the year ended 31 December 2017

EfFPESLHES
FTSE China 50 ETF
BirgH BirgH

20174E1 H1H 20174E12H31H
B ETHRE Holdings as at B o Holdings as at
Hong Kong Listed Investments 1Jan 2017 Additions Disposals 31 Dec 2017
FRAE= Hong Kong Equities
AHERRA Oil & Gas
PR HET China Petroleum & Chemical 924,489 478,000 422,000 980,489
o B CNOOC 538,098 338,000 319,000 557,098
SHERERL Hanergy Thin Film Power 500,000 - - 500,000
SRR R A PetroChina 823,509 364,000 388,000 799,509
R Technology
T ER e Tencent Holdings 67,084 30,200 60,700 36,584
o SRR ZTE - 29,600 600 29,000
BERE Telecommunications
h S & China Mobile 136,945 100,500 103,500 133,945
& (= China Telecom 631,562 236,000 334,000 533,562
o [ Bt i China Unicom 222,213 102,000 114,000 210,213
NFER Utilities
BRI B CGN Power 389,462 185,000 574,462
HERE R E S Huaneng Power International 164,733 86,000 250,733
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BEARR

Statement of Assets and Liabilities

2017412 H 31H as at 31 December 2017

hEfE FHES EFPES EHES
China Enterprises ETF FTSE China 50 ETF
2017 2016 2017 2016

fFEE (BTT) (BT (BIT) (BT

Notes (HKD) (HKD) (HKD) (HKD)
BEE Assets
FEONAEES AL A B ESTERYFEE Investments at fair value through profit or loss 56,13 41,847,798,794 44,777,327 414 166,101,008 134,231,507
JE U7 i BE {7 33 Amounts receivable on subscription of units 2,575,658 4,583,533 -
TEU IS4 2 7H Amounts receivable on sale of investments 625,033,068 - 3,156,453
TEUZFI K. Interest receivable 10(f) - 18 - -
i 4 Ry 354> 55 {E9) Cash and cash equivalents 10(f) 103,025,941 64,274,953 835,480 889,994
B EELE{E Total Assets 42,578,433,461 44,846,185,918 170,092,941 135,121,501
A& (& Liabilities
JiEE 1% 77 Amounts payable on purchase of investments - - 952,135
JE (-1 (o] BE{i7 33 Amounts payable on redemption of units 630,714,777 2,141,122 2,486,990 -
TEEEER F R EL A FE () 558 Accrued expenses and other payables 10(a),(b),(d)&(e) 25,888,396 30,940,224 387,849 358,725
& {ELE{E Total Liabilities 656,603,173 33,081,346 3,826,974 358,725
B EArRA A ZEEFE Net assets attributable to unitholders 41,921,830,288 44,813,104,572 166,265,967 134,762,776
{X.%% Representing:
FE2SKE(E Total Equity 41,921,830,288 44,813,104,572 166,265,967 134,762,776
ESfTEAr8E Total number of units in issue 10(h),11 354,259,444 472,970,832 801,040 858,416
SEAr&ER{E Net asset value per unit 118.34 94.75 207.56 156.99

HAZ 3L AR AR AR B 12 201864 F 27 H i of R A 38 1T
Approved and authorised for issue by the Trustee and the Manager on 27 April 2018.

5520 2 34 VI AN BRI — T -

The notes on pages 20 to 34 form part of the financial statements.

} £ For and on behalf of
} ZEE A Trustee

} HSBC Provident Fund Trustee (Hong Kong) Limited

} £t For and on behalf of
} Hi4 485 Manager

} A &S B PR 2\ 5] Hang Seng Investment Management Limited
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EHEWAR

Statement of Comprehensive Income

B2 20174E12 5 315 [R4ESE for the year ended 31 December 2017

hEEE FHES EfFPESLHES
China Enterprises ETF FTSE China 50 ETF
BE BE &S [ E
2017412 H31H 20164E12H31H 2017412 H31H 20164E12H31H
JI3 JI3 IS JI 3
Year ended Year ended Year ended Year ended
31 December 2017 31 December 2016 31 December 2017 31 December 2016
bt (#7t) (#7t) (#7t) (#7t)
Notes (HKD) (HKD) (HKD) (HKD)
B A Income
% B A Dividend income 7 1,567,480,933 1,985,569,336 5,953,045 5,108,083
FIEUZA Interest income 8, 10(f) 60,296 29,184 104 94
HAtLfz A Other income 10,000 - - -
1,567,551,229 1,985,598,520 5,953,149 5,108,177
Z FJ Expenses
FZ BB < Auditor's remuneration (227,241) (150,660) (129,680) (95,025)
T R B SE R 5 E F Legal and professional fees (268,442) (7,032) (6) (21)
& H # Management fees 10(a) (226,943,263) (255,740,294) (898,266) (785,973)
B iR 2 Registrar's fees 10(b) (15,600) (15,599) (15,600) (15,599)
257758 K sR{ T8 A Safe custody and bank charges 10(d) (1,783,703) (1,706,596) (8,987) (6,933)
HeTE TR FH Sundry expenses 10(d),(e)&(g) (17,232,656) (20,334,045) (349,980) (211,511)
&R 52 A Investment transaction costs 10(c) (8,356,620) (8,874,023) (269,184) (100,143)
fFFZ55 AN 222 5 #r Transaction fees paid to trustee 10(b) (174,500) (159,700) (6,300) (1,900)
Z 5t N Trustee's fees 10(b) (17,625,615) (19,101,935) (81,661) (71,452)
i {E 2 Valuation fees 10(b) (98,400) (98,000) (98,400) (98,000)
(272,726,040) (306,187,884) (1,858,064) (1,386,557)
EHERE R/ (51 ATETBA
Income before gains/(losses) on investments 1,294,825,189 1,679,410,636 4,095,085 3,721,620
25/ (518 Gains/(losses) on investments
&R s | (B518) Net gains/(losses) on investments 9 9,369,477,716 (697,366,651) 44,805,076 (1,414,262)
PEE 52 76518 Net foreign exchange loss (399) (51) (229) (29)
5522 FH Securities expenses 10(d) (807,819) (2,962,073) (48,340) (38,405)
9,368,669,498 (700,328,775) 44,756,507 (1,452,696)
SFERERARTHIBA
Income before finance costs 10,663,494,687 979,081,861 48,851,592 2,268,924
BRI A Finance costs
FII 257 H Interest expenses 10(g) - (1,799) - (1,004)
HEATBA
Income before taxation 10,663,494,687 979,080,062 48,851,592 2,267,920
F62IE Taxation 4,7 (156,748,094) (198,556,934) (554,292) (470,541)
BREARA AR RS TRA
Income attributable to unitholders and
total comprehensive income for the year 10,506,746,593 780,523,128 48,297,300 1,797,379

55 20 = 34 HAYIT S AR B HeRAy— 8 -

The notes on pages 20 to 34 form part of the financial statements.
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Statement of Changes in Equity

i 20174£12 7 31 H JL4EJE for the year ended 31 December 2017

hETEFHES EFPESLHES
China Enterprises ETF FTSE China 50 ETF
ED [ ES HE g
2017412 H31H  20164E12H31H  20174212H31H  20164E12H31H
JlEs Jl Jles IR
Year ended Year ended Year ended Year ended
31 December 2017 31 December 2016 31 December 2017 31 December 2016
ffsE (#&T) (#&7T) (#&7T) (&)
Notes (HKD) (HKD) (HKD) (HKD)
e
Balance at beginning of year 44,813,104,572 48,635,256,059 134,762,776 154,464,590
BREAIRTA NA KA EESTE A
Income attributable to unitholders and total comprehensive income for the year 10,506,746,593 780,523,128 48,297,300 1,797,379
SATAE (RIEAFA NN S BN S E AR
Transactions with owners (i.e. unitholders), recorded directly in equity
BATEALTS R EUGKE
Received and receivable on issue of units 10(i), 11 26,357,336,458 29,521,347,434 67,147,620 30,997,009
I I 8 i P < R e kR
Paid and payable on redemption of units 10(),11 (38,770,347,561)  (32,718,888,814) (80,365,205) (49,460,259)
THEALRA AU 7R
Distributions to unitholders 10(h) (985,009,774) (1,405,133,235) (3,576,524) (3,035,943)
SRR & (R RA NI S48
Total transactions with owners (i.e. unitholders) (13,398,020,877) (4,602,674,615) (16,794,109) (21,499,193)
EROVEH
Balance at year end 41,921,830,288 44,813,104,572 166,265,967 134,762,776

55 20 = 34 HAYIT S AR B HeRAy— 8 -

The notes on pages 20 to 34 form part of the financial statements.
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Cash Flow Statement

B2 20174E12 5 315 [R4ESE for the year ended 31 December 2017

hEEE FHEE EfFPES LHES
China Enterprises ETF FTSE China 50 ETF
S HE S e
2017TE12H31H 20164E12H31H 201742125 31H 2016412 H31H
IEEE iR IEEE IEEE
Year ended Year ended Year ended Year ended
31 December 2017 31 December 2016 31 December 2017 31 December 2016
(Bt) (#7t) (1) (1)
(HKD) (HKD) (HKD) (HKD)
KB 7EB) Operating activities
TR Ry B EE R 752 Payment for legal and professional fees (268,442) (7,032) (6) (1)
FZHLET N 4= Payment for auditor's remuneration (206,872) (204,882) (131,059) (127,908)
& Payment for management fees (229,704,421) (257,668,274) (885,043) (793,389)
Z =t N\ #t Payment for trustee's fees (19,339,695) (17,623,074) (86,483) (66,102)
& A 558 F] Payment for investment transaction costs (8,356,620) (8,874,023) (269,184) (100,143)
ZE N2 38 5 > <7 Payment for transaction fees paid to trustee (189,400) (143,600) (5,700) (1,800)
B EC R 2t Payment for registrar's fees (16,875) (14,324) (16,875) (14,324)
{i{E % Payment for valuation fees (107,600) (90,000 (107,600) (90,000)
SEFRELE K $R1TE: A Payment for safe custody and bank charges (1,639,408) (1,873,536) (8,409) (7,461)
HoA 2 3% 7 4 Payment for other operating expenses (17,948,934) (20,801 076) (318,810) (242,793)
HAthlz A Other income received 10,000 - -
PR BTE BT & 7B 4H Net cash used in operating activities (277,768,267) (307,299,821) (1,829,169) (1,443,941)
Fr& &S] Investing activities
55 #72¢ i Payment for securities expenses (807,819) (2,962,073) (48,340) (38,405)
H& | A5 3E Dividend income received 1,410,732,839 1,787,012,402 5,398,753 4,637,542
571 . Interest received 60,314 29,166 104 94
.ﬂ’%&éﬁﬁ%?ﬂ‘ﬁ Proceeds from sale of investments 3,000,731,554 3,132,442,950 106,059,949 39,018,700
I A B & BT {7108 Payments for purchase of investments (3,026,998,286) (3,344,022,795) (95,328,692) (36,813,779)
AR B & BB SR 4E Net cash generated from investing activities 1,383,718,602 1,572,499,650 16,081,774 6,804,152
B EF) Financing activities
FI| & 57 H Interest expenses - (1,799) - (1,004)
2517 B A5 IE Proceeds on issue of units 330,353,333 298,912,378 67,147,620 23,249,509
11 [5] BE (17 Fr{~) 2K 38 Payments on redemption of units (412,542,906) (259,191,142) (77,878,215) (25,954,759)
BEALFEFA AL Es 4R 2 371 Distributions paid to unitholders (985,009,774) (2,071,490,040) (3,576,524) (4,111,283)
FAR R EEIAYEL £ 7R 4E Net cash used in financing activities (1,067,199,347) (2,031,770,603) (14,307,119) (6,817,537)
HRERNFLSE @Y/ (FRD) Net increasel(decrease) in cash and cash equivalents 38,750,988 (766,570,774) (54,514) (1,457,326)
MHE1E 2SR $% {8 Cash and cash equivalents at 1 January 64,274,953 830,845,727 889,994 2,347,320
PM2H3MH 2R & B S % EY) Cash and cash equivalents at 31 December 103,025,941 64,274,953 835,480 889,994

HEAIEFER S

Major non-cash transactions:

() WAERERN - BACRPE AN EEE A TEA P EASEEBER R - 4351171526,028,991,000: T (2016 : 29,220,572,000:# 1) » LAzRA%234,700,000 F B £ 2 iRy AL4x

BEAT (2016 : 327,600,000554: B8 M7 ) -

During the year, unitholders subscribed for 234,700,000 units of China Enterprises ETF (2016: 327,600,000 units) by tendering a basket of the constituent stocks of Hang Seng China Enterprises Index with

a market value of HKD 26,028,991,000 (2016: HKD 29,220,572,000).

(i) FAFRREPY - BEALRFA A28 E(H352,600,000 B3k F TR SRS
38,355,433,0003#7T (2016 : 32,461,711,000375%) -

fiz 2016 : 354,500,000 Bifir ) » DAMAHN—&E+

84 PR SRR R

HHiE

During the year, unitholders tendered 352,600,000 units of China Enterprises ETF (2016: 354,500,000 units) in exchange for a basket of the constituent stocks of Hang Seng China Enterprises Index with a

market value of HKD 38,355,433,000 (2016: HKD 32,461,711,000).

(ii)) PAEERER > BBAEAE ALY E B IR A — BT 505t 5045 Biak () B (2016: 7,747,500 7T ) » LLSRME & % h ERI50_E i AL 4 (1Y 1 45 (i (2016: 50,000 56 4= B Ay ) -
During the year, there was no subscription of units of FTSE China 50 ETF (2016: 50,000 units) by tendering a basket of the constituent stocks of FTSE China 50 Index (2016: HKD 7,747,500).

(V) WFEREN - BRALRFA A2 A 72 8 I 0] 2 1 o B50_b M7 Ak YAk < B A7 (2016 : 150,000 <2 B A7 )

55 20 2 34 HAVIT S AR B iR — 8 -

The notes on pages 20 to 34 form part of the financial statements.

> DU — 85 T2 I o B50FE B (77 i (2016 : 23,505,500 7T )
During the year, there was no redemption of units of FTSE China 50 ETF (2016: 150,000 units) in exchange for a basket of the constituent stocks of FTSE China 50 Index (2016: HKD 23,505,500).



Wz IR

Distribution Statement

B2 20174E12 5 315 [R4ESE for the year ended 31 December 2017

PETEFHES EfFPESLHES
China Enterprises ETF FTSE China 50 ETF
2017412 H31H 20164E12H31H 2017412 H31H 20164E12H31H
IR IR IR IR
Year ended Year ended Year ended Year ended
31 December 2017 31 December 2016 31 December 2017 31 December 2016
(#7t) (#7t) (#7t) (#7t)
(HKD) (HKD) (HKD) (HKD)
FHIARTIRZ WA EEH
Undistributed income brought forward 314,339,627 320,313,446 1,546,064 1,778,694
STEEEWS / (FHR) ATIWA
Income before gains/(losses) on investments 1,294,825,189 1,679,410,636 4,095,085 3,721,620
FE S HY
Interest expenses (1,799) (1,004)
i
Taxation (156,748,094) (198,556,934) (554,292) (470,541)
AT LTS R BT AR ST)
Income portion of received and receivable on issue of units 292,950,266 355,452,099 1,339,620 708,155
B[] BEL i P R AR (AT )
Income portion of paid and payable on redemption of units (432,096,581) (437,144,586) (1,497,131) (1,154,917)
ST /IRIEIREAL (A ) HIFREE
Adjustment on income portion of issue/ redemption of units' 7,085,027
RS E PN e ey |
Amount available for distribution to unitholders 1,320,355,434 1,719,472,862 4,929,346 4,582,007
T EALFFA NGS5k
Distributions to unitholders (985,009,774) (1,405,133,235) (3,576,524) (3,035,943)
RS IR WA
Undistributed income carried forward 335,345,660 314,339,627 1,352,822 1,546,064
TR AE — UL S 53k (5 B2 ir) First distribution to unitholders per unit 1.10 1.80 2.00 2.20
1 IRT BELAL A A H HA Date of distribution to unitholders 20176 H19H 201646 H 24 H 201746 H19H 201646 H 24 H
19 June 2017 24 June 2016 19 June 2017 24 June 2016
TEAFEFAE AAYE UL 57 IR (BB r) Second distribution to unitholders per unit 1.60 0.90 2.00 1.10
1 IR BELAL A A H A Date of distribution to unitholders 20179 H20H 20164E12H13H 201795 20H 20164E12513H
20 September 2017~ 13 December 2016 20 September 2017 13 December 2016

" HSBC Provident Fund Trustee (Hong Kong) Limited (% FER {3 i TECE A E S

ANETZATZHESB-RET A = — B E H A EFHER R

B3 B H A S E S E AV LE GRSV B T WA IR « [RIL > SFEORDIRZ A B BT D T S BRI SR LRI IR S AR 2.2% - BIME R A 28 E ARt —
TANFEAHZH = HEEFER0.02% - BIGFEANREESE L T E M EHESNEEHEN T EARAANUE IR ZEIRE » TEAE EHEEARE
OB AREEMBERER W rIRREL BN THE—ZE—CEE BRI 0 IRRE & — 8T/ R R A (WA RIEHEIEE -

! The figures of daily income portion of the net asset value and daily income ratio of the net asset value generated by HSBC Provident Fund Trustee (Hong Kong) Limited, administrator of China Enterprises
ETF, during the period from 13 December 2016 to 31 December 2016 were incorrect. As a consequence, the undistributed income carried forward have been understated by 2.2% of the adjusted undistributed
income carried forward which represents 0.02% of the net asset value of China Enterprises ETF as at 31 December 2016. Having taken into consideration the amount of adjustment, nil impact to the net asset
value of China Enterprises ETF and nil impact to the amount of dividend payment already made to the relevant unitholders of China Enterprises ETF, no amendment in the Distribution Statement of the financial
statements for the year ended 31 December 2016 would be required and an adjustment on income portion of issue/redemption of units is included in the Distribution Statement of the financial statements for the

year ended 31 December 2017.

5520 2 34 VI AN BRI — T -

The notes on pages 20 to 34 form part of the financial statements.
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4. FRIE
A S U A KRS TS5 226 A( A RSB S EIBA 5 - WL TS MR A T8 M R -
F FRERLTE S Hh 2y R BT SUEIAA S TR - MO TR A0 48 2 51 A L -

5. BAFEEFIABASERNEE
DAF B S B AEA FLEE A P RUEH A A SRS -

hEtE FHES EFPES EHES
China Enterprises ETF FTSE China 50 ETF
2017 2016 2017 2016
(&7T) (HKD) (#7T) (HKD) (&7T) (HKD) (*&7T) (HKD)
FH# R Hong Kong listed equities 41,847,798,794 44,777,327 414 166,101,008 134,231,507

6. SREhEREE

RIS HALE EHARNS - R AeE S R i - (ERMRIIEE - BeryicE B RN ER e AT S R mTRE B AGTE R e AR AR B R0 - AL 5 R
PR RLSRNS DU BRI R H AR - BRI (D RS Bk (D AR L A P 2 - BRe S G AR SHENZRE - DERESIV RS H SRR E R
R ER R — R A B A EL B AR AT -
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AR R E % AR EHI N AT E BN & DB, O W

BT H BT A Y Rl T B9 M E R R L b B BORE R T
(a) THREE
R i 5 B B < B8 TR A TEENRAE SR HBUCE) - G525k - GREER - FIRR ERERE -
() EREE
S AVEREE R AR RE RS BT BRERREREHER - FIRAEATEE 2 ER RS -
(i) FIZREER

FIREEE R B B BB ER AP E - RS B S0GR  EMeE aEAEFIRERE o BRIRTEION - ERERE e R AR HIET R
> R G2 A ERAIFI R E R -

(iif) {EHE
ez &R TR EEGZH S ESIEE ChFlEmE R RS FERIERIN ) IR BHIEE) CRE% S ER IS R S R RS AR R
» HET AFTEEZEN TS SR TRENRRAGHE) - mEEERE R o R hieEE TR 5 E R A B mh -

SRR R I ASRISEIR A S - AN AN ERRE B G A (O N Sy 55 HE DR B S sl B T BRI BRENPS I b ERIOE - AHBATSECT
R i (A A (B (B A P T K -

BRI R BN E A AT (TR ) LB « G LU0 SR A TR AT R TR R - AN R
FA2A7AE 12 31 EL 5350 L FH T #20% (2016 1 20% )+ BlfEat T IBHBLRCRA A2 A H(E ) YA LA FRAT « 5o W IR B v R 2%+ AR
IR -

st TR EARA N HEIFE 2T ()

Estimated Increase/(Decrease) in Net Assets Attributable to Unitholders

EHBRTE S EHBRTE R EHRR TR EHBRTE R
_EF+20% _FF-20% TER20% T 20%
Ifthe relevantindex  If the relevantindex  If the revelant index If the revelant index
b it 58 increased by 20% increased by 20% decreased by 20% decreased by 20%
Fund Currency Index 2017 2016 2017 2016
TR {3 Fi%: 4 China Enterprises ETF #C HKD 1 58] 11> 245 %4 China Enterprises Index 8,369,559,759 8,955,465,483 (8,369,559,759) (8,955,465,483)
&= 5 P[50 1 i A4 FTSE China 50 ETF 7T HKD &= I 15045 % FTSE China 50 Index 33,220,202 26,846,301 (33,220,202) (26,846,301)

b) fERmEEE
BULECH B NS R G A A (B B - TP B R EE R IR A R AR ALACI A —ERVE 2 R EFORBES R M7 A HAYE BRI R &
HY o B A & 7 0 B S SRS P (5 SRR B EL A BOIR e DU — 25 R L s -
HIfE BE R LR A -

EEMFAREEFINE B DBERITARAR ( TREA, O - WREAERES - KNGS EFENAE ARSI 2 ST ERG] - e
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SRR % IR TR I AR 2 S B PR - e SO i i R R 2R % IR TR (S AP DU (R L e

BREALEFrAish - F220174E12 7 31H R 20164R12 31 H » gl @ A BLH M T EARETAE SR
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6.

10.

SRR E R (4)
(c) Famm b
S VR B 5 < ABR G B HL A Rl S AR 1T D R A 5 [RE A SRS B BRIV S - BG4 TAEAIARRR T g AR <R -
Hhd R R A R R AR P B A M DURE (T & (AR TR Y B AT R B S T2 A T AR BE S T RYTR SR SR A e AR IS R -
S EE SR T R AL AT H ST BB - RIS H e B AR A SEE R AR g - ATA H AR S frE iR KM E s S QR IIR VR =@ A -
B RO HY R e 2 LR B IRT L o SR R TS S IR AR - NIL - AR L PR SR DU R B R 2 -

FERUETE R DA SRS ANECR RS HEH - A8 terE BB 28 Een » D—E T8RO U B3GR - s B i m B (5
ZECHEFZH-HMERZ TR - PR LA AR DA BB F100,000(8 - T & HEE50_F i A B A S/ DA [EI B I £550,000(1 o BEAh - ARETR IR
B MR S DL — 8 TR MR oy B B DLV B R B AR B e DU e m A D BB - BRES rp B b3 AR I A 2 rh B A SR B & (AT fE2E P B
R Bk ) R B 28 P B b S HE Bk (BURRHE AR HARFE SRR ) - T & R o 80 L i AR Y B B I R 1B 2 P B S oA -

TRIBSH S POETER T AN M= B AR AR BB AR B EBECATIRT I s E B BT B B SR S0 (= © 5ids
BORH W AR SR -

(d) BEAEH
FEER S HA T EERARERLELR -

BB AN H B HERATRIE B LA R RO H A A R [ - B B p I m] 1 5 [RE R M b« B S ERARR D B B SRy e R H AR BB
RETEEBHVER -

RN - BB S AT VB AR PG A ) -

RN ZIMERTEATORFTEH] -

HEZRAY SR BH TS 2 B - i w i E FRAR BA Rr A ARV R ] - SR [ Ay /KPR AR A B T R B RS2 -
B R A
DU Ry 48 P PR R BB SR A R EATIBR S AT B I Y TS S B S

hEfE FHES ERFPES EHES
China Enterprises ETF FTSE China 50 ETF
2017 2016 2017 2016
(#7T) (HKD) (#7T) (HKD) (#7T) (HKD) (#7T) (HKD)
H2 =152 A. Dividend income 1567480933 1,985,569,336 5,953,045 5,108,083
FEFLIF Withholding taxes (156,748,094) (198,556,934) (554,292) (470,541)
JFRE ELC A Net dividend income 1,410,732,839 1,787,012,402 5,398,753 4,637,542
FIEUA
EEEN > BB IFTA FB UL AR S BN S E YR -
ReEOBUS (BHR)
RN > B R R BN E s SR RS T
hEfXE FHES EFPES EHES
China Enterprises ETF FTSE China 50 ETF
2017 2016 2017 2016
(#&7T) (HKD) (#&7t) (HKD) (#&7t) (HKD) (#&7T) (HKD)
B B LSRR I 25 / (516 ) Realised gains/(losses) from investments in equities 1,563,064,750 (6,962,375,894) 15,004,618 (1,995,819)
5 BT R SRR LN 25 2 5% 8f Movement on unrealised gains on investments in equities 7,806,412,966 6,265,009,243 29,800,458 581,557
B LI 3125 / (JE548)) Net gain/(losses) on investments in equities 9,369,477,716 (697,366,651) 44,805,076 (1,414,262)

BZ5EA ~ REEHKBEANLHNRS

DUT Rk Bz 5t A ~ B 0 R BN R NET ALY S e B KRR )T 5 2 B - B L RsB B iy (GEER g ~rAll) PrfvErBiE AL - - 2
FEA B R ACER A LR NI T R BN H R SRS R TR RR RTOETT - R A T BRI IIEEESN - B A R A
HAth=2 5 - FrA AR ERCR S RURS SR - LR R RE -

(@) EHAEREEHARAR ( TMEEREEH ) H CEEEERE - EERT2ENEEE) BESIAH « (EER S EH m A S WIUGF F g 2 F{H0.55%1 g 1 g -
ERENGELHHEE WG A o UT BB SES BN TR S E I -

hEtE FHES EFPES EHES
China Enterprises ETF FTSE China 50 ETF
2017 2016 2017 2016
(#7T) (HKD) (#7T) (HKD) (#7T) (HKD) (#7T) (HKD)
JE & #E # Management fees payable 18,592,123 21,353,281 78,272 65,049
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10. RN ~ B iFE RN LHIRE ()

HSBC Provident Fund Trustee (Hong Kong) Limited CEE4EER 2 ) SRESHIZELA - T MY EBILREE S UTEVEE & & 2 FE0.025% £ 0.05% 17 56 N & - 25t A

(b)

AR

BNEHER S HETE - WINGHST © UT BB N EE HIEN TR AR ZEE AN -

hEtE FHES EFPES EHES
China Enterprises ETF FTSE China 50 ETF
2017 2016 2017 2016
(#7T) (HKD) (#7T) (HKD) (#7T) (HKD) (#7T) (HKD)
JE(T T2 5E N\t P Fees payable to Trustee 1,483,131 3,222,586 16,741 31,438
ZEL AN EE N M S TR T RS - 2R NP T S AR B LE R T
chE % B B0
LtHES LriEs
China Enterprises ETF FTSE China 50 ETF
FHEB TR E (T ) Registrar's fees per annum (in HKD) 15,600 15,600
FEIE A S S RE N T4 2 (B7T)

Processing fees for handling each purchase or sale of investments (in HKD) 35 35
FRAEEAEEER (E5C) Valuation fees per valuation (in HKD) 400 400
TG ER A5 1TV [ b A < B 19 T4 B ()

Processing fees for handling each creation/redemption/transfer of units (in HKD) 100 100

() FefiHESHRITIRGREER I EREER S  DUT RESNEE AN HE SR TR 55 -
hEEE FHEE EfFPES LHES
China Enterprises ETF FTSE China 50 ETF
2017 2016 2017 2016
7 E AR T HE T TRY RS B A4 (& T) Value of transactions executed through HSBC (in HKD) 99,478,829 - 17,543,718 -
(55E 457 5 447 L Share of the total value of transactions of the funds 0.14% 8.54%
AT R THY 440 4 (T ) Commission paid to HSBC (in HKD) 19,898 3,512
SEHH4EE® Average commission rate 0.02% 0.02%
() 54h - BB AESRITIRE - FRVESRIT L EFEA - (TEEA RS RS RIMTER - BRSNS EN S (1A S RO F4% B IERTYA B E R
T
hEtE FHES EFPES EHES
China Enterprises ETF FTSE China 50 ETF
2017 2016 2017 2016
(#7T) (HKD) (#7T) (HKD) (#7T) (HKD) (#7T) (HKD)
A FE N 7 (1Y 55 ¢ i Securities expenses paid during the year 807,819 2,962,073 48,340 38,405
FALEFE S (SR T I 2R B Administrative fees paid during the year 274,460 239,375 28,836 26,650
TAEFE N 7T HYES #5058 K 8772 A Safe custody and bank charges paid during the year 1,783,703 1,706,596 8,987 6,933
FATELK H e 58452 ] Securities expenses payable as of year end 63,945 54,075 6,066 5,250
AL H FERT 7 E E: A Administrative fees payable as of year end 133,700 - 18,750
RS H (T35 %5 504 2 ] Safe custody payable as of year end 144,295 - 578 -
(e) hEE BRGNP A h B SRR 8RR aT ~ 1R 4L ~ RS REE PR EhiAe - MBEELBEARAT CEERTREN @) (116,504,965
HETT(EFIREZ: (2016 : 18,599,438 H&IT ) o WAEELX HFENTAVA R E F 543,939,666 7T (2016 : 4,667,783 7T ) -
() EerIATA AT R R ES SR T RIEAEIRAT - ARSI TR EAS HAVEEER - R AHEEUAY FI SRR 48 H A TEUOR B RYsEE T
HEEE FHEE EFHES EHESE
China Enterprises ETF FTSE China 50 ETF
2017 2016 2017 2016
(#7t) (HKD) (&7T) (HKD) (&7T) (HKD) (#7t) (HKD)
JE S SRITE RN FE4% H 145 R HSBC bank balances as of year end 103,025,941 64,273,169 835,480 836,852
B4R SRATEA 4% H 4% 65 HSB bank balances as of year end - 1,784 - 53,142
AP A SR T R AR SRATIREHUAT I 2 U A
Interest income earned from HSBC and HSB during the year 60,296 29,184 104 94
L H FYE S SRTTHYHEUSF] . Interest receivable from HSBC as of year end - 18
(@ W2017TE1H1HZE 201743 H 28 HEAR » 18 A= $RITERBL AR IA L 3H R /N BB IINE A 580 T 54 » FH20174E3 H 29 H AL » fE AR SRAT G A [ A FR (L f R4 A S 4

FANER BRI SR - BE20TF1233NH IR B8 A M E AT & A -

B 20166R12 3 H LA - (E AR IRTT AR AR A B S 4 RSN R S DRSS ST - S aVa s ~ BRI ASESEIVFE ST

HEEE FHEE EFHES EHESE
China Enterprises ETF FTSE China 50 ETF

2017 2016 2017 2016

S5 < 48 (3T ) Unsecured overdraft facility (in HKD) 300,000,000 7,889,000
SRR (AT R B FIR) Interest rate (HKD Prime Lending Rate) +1.5% +1.5%
- (#7T) Annual fee (in HKD) 1,800,000 23,667
FI| B SZ H (& 7T) Interest expenses (in HKD) 1,799 1,004
4INPEE JE\ s INAE2C S5 %H (ZE7T)  Risk weighted FX facility (in USD) 64,000 64,000
64 64

4FE#(F7T) Annual Fee (in USD)
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10.

11.

12,

13.

BZFN ~ B EHE R BN LIRS (E)

(h) EAE P R S e Ry I P 50 B TS U RE AN ] o A BB A o B B A A 4% H R A 1 e o 50 5 < B (17 Ry 6 P PRI 2 5 BRSO - e P B A
FrE NG IR T

EFPES EHES
FTSE China 50 ETF
2017 2016
TAEL E A S50 F i AR 4 B (ir 8 H Number of unit holdings in FTSE China 50 ETF as of year end 527,640 604,616
A FE IR E & B ch 50 _F i RE 4 Y35 23 IR (& 7T Distributions earned from FTSE China 50 ETF during the year (in HKD) 2,433,924 1,950,573
() 1E A4 EE B b Ry & 5 TP BRI 50_ L TR A REANE] o M P DA <7 B R 3 < T 8 5 o 50 b i B B A VRS 40 -
EFPES EHES
FTSE China 50 ETF
2017 2016
I 4 %H (% 7T) Cash creation amount (in HKD) 67,147,620 23,249,509
v B (7 8 H Cash creation units 358,624 146,834
g [0] 4 %H (3 7T Cash redemption amount (in HKD) 80,365,205 25,954,759
11 [5] BE {17 8¢ H Cash redemption units 416,000 166,000
() fE4E BBy B Bt E50 L i AR REAE] - N IS P B R b B & B R 50 b i B R A AR E S T
EfRFPESLHES
FTSE China 50 ETF
2017 2016
% 1 42 7%E (% 7T) Purchase amount (in HKD) 34,760,778 46,120,700
% = B (7 # H Purchase units 192,500 294,500
B SR ) Sell amount (in HKD) 36,746,462 49,602,848
HE B AL E Sell units 212,100 319,400
ESTRM
EEZCHETHEANT:
hEtE FHES EFPES EHES
China Enterprises ETF FTSE China 50 ETF
2017 2016 2017 2016
FEW R iz 45 6% Number of units brought forward 472,970,832 499,381,719 858,416 977,582
FEFE N 31T B {17 Number of units issued during the year 237,714,360 330,896,581 358,624 196,834
B A ] BE {17 Number of units redeemed during the year (356,425,748) (357,307,468) (416,000) (316,000)
FELK B Air 45 6% Number of units carried forward 354,259,444 472,970,832 801,040 858,416
L ¢ if K
B CHNE A R S BT T R4S T I rI # M 1k -
ATEE

FEEAHEENEE HEUATHEE & - MATFEERRE-SERNH - RIETSRER e CERAERMER LK - A PEEEES A BRI E R R 18
HER - AR SFBE T 5 SRR G 5 HE R PORE B (L B 2R - 1 E At e T B BB IR S B AL U ~ MBI RUE ~ JEIRAI S, Bl R EY) - (T RERUR
~ AT ] B KU e T e P R ELAM MR (SRR AR M T T 0] % S A P A DUR A 8t 3

SR T REVAEE
Fe N FEERRA G BT RIFE20V) o

BB LUNFIATEESRETRATEE - DU 205 AR A A G B2 -

- B0 TAEAERHE LR AHSRE CREEHE) -

- & TR AE RS SR TSR EDONEEE - ST ER (BER) SR (DREER) TTRENEE - BRI EEER T IAETHEN TA
DT RAEER ISR ¢ A E SR T BB R SRR ¢ SRATA KR A B T R s B T S B B R Y A A (E R

- G TR AE RS TTRENEE - BERIaETA TE - BT A ERMIGEE RSN AL - A RSN AEH TRNSEAEARE - B8
BINEFERGY RO T B AR EE T - ERFEEA AT A B F SRR es - DL TR Z RS -

R ANFTARE SN B R PEERREER ISR ERE - IR T TR - RE SR A P EESR T oS R E 4 - B=0

HIREE A AR - % RS B i o DU R AT i (& A S (BUE (B B AR AH R (S B 5 - ERFTA EMER TE - i e f i siaiiny s - KR 48
BN TR R -
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13. LM FEE(E)
TR T FMEAL E A= (8 P B RAIACER A P BHE 9 4 TR IR -

hEEE FHES ERFTES LEHES
China Enterprises ETF FTSE China 50 ETF
2017 2016 2017 2016
(&7T) (HKD) (&7T) (HKD) (&7T) (HKD) (#&7t) (HKD)
HE—4 Level 1
- R F#RIEEEEE 2 Trading equity securities 41,847,798,794 44,777,327 414 166,101,008 134,231,507
447%H Total 41,847,798,794 44,777,327 414 166,101,008 134,231,507

SR TEAAEFE N LA EME — RS R MR - MNTERREDE A TSR TS AP RE - % ER S R R RO B R AREARR (B AR e E
o S H - EIF TS0 LTSRN —ERE MR ENIRAEECHRES - TRES T AR ANRENE SRS =R M -

hEtE FHES EFPES EHES
China Enterprises ETF FTSE China 50 ETF
2017 2016 2017 2016
(#7T) (HKD) (#7T) (HKD) (#7T) (HKD) (#7T) (HKD)
H &S = 4 25 55 —4J Transfer from Level 3 to Level 1
- R F#REEEZ: Trading equity securities 415,658,446 906,435
RIEER A PEET RS EHOT ¢
hEtE FHES EFPES EHES
China Enterprises ETF FTSE China 50 ETF
2017 2016 2017 2016
(#7T) (HKD) (#7T) (HKD) (#7T) (HKD) (#7T) (HKD)
WA F-fEH Fair value at the beginning of the year - 569,934,441 - 1,313,784
5 &% A Purchase of investments 321,704,295 269,481
& H £ Sales of investments (346,287,942) (367,157)
RO IR %5 Net realised gains 10,002,403 62,238
S gTH 58 2 $58) Movement on unrealised losses (139,694,751) (371,911)
#4155 = 4F Transfers out of Level 3

FLLNEGE Fair value at the end of the year

(415,658 446)

(906,435)

EATIBEWmAENELER - 534

IR T HY2017E12 5 31 H R 20165212 F 31 H £ FIRVEE AR AT A B R AS E R0 > FZE BAE A TEE S RHE T B3 TR -

#2017E12H31H #A20164E£12H31H

HYAPHEE HYATHEE
Fd B fH Fair value at Fair value at iR A TRZwAE
Fund Currency Description 31 December 2017 31 December 2016 Valuation techniqgue  Unobservable input
B IRF PE50 b Ak AILHKD - e5E Equities - IRR AR AR B B A il e
FTSE China 50 ETF Provision on the last traded price Discount provision

DUR 2H0 T FE B E SR RIS 2 N R38R T RN A PEER BArE OV E R iR A E - DU

before suspension

fligt "B RA AELEETE
ZFH(ER)

K s fk RO AE RO 228 A (1 2 8) Estimated increasel(decrease)
Fund Currency Description Unobservable input Change in unobservable input in net assets attributable to unitholders
EF RS0 i 77T HKD 2017 H& 5% Equities TS 5% 97,750
FTSE China 50 ETF Discount provision (5%) -
2016 LS Equities PR S 5% 97,750
Discount provision (5%) .
14. sy ETERE
B IR RFAE R HET 73 BC B TR SRS R AR R A IS TSRS Y P B bt i o5 AT A &0 3 -

b SCERAR 8 B SRRV AE DU B — R S AU SRS P R B o B - H BB R BRI R T IR AT R AR B R Bt ik A —(E8 8T - R4F

B

FEANE ARy B ) -

S AR EERAKE LR o SREE T AN Y AR AN AR S E A RN -
RPN - Eer EEEERARKENE B LHRE - ARRAENIEEHH2RIITEES -
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15.

16.

BE2017H 1233 B 2 et EEERMEMRIERERZHET - EEITHER KRR

HEAMBHREERTZH > FEGIEA R T ETHE] - SHSETHERINGERE - BN R EERTHERINEE201TE12H 3N H 2 G N AR IEAE
R WA B HAR AR -
BRI S LE o DU L] AEEL AL AV (E RS B AR -
LELUT HHIEC 2 (R BAGAY B R A5

(ERVBRELEAD) 9% 2/ TA 201851 H1H
(T (BIEVBHEBREAaY) 28 B2 SMES G () #H1E 22018FF1H1H
(T (EEVBRERERY) 2F) B39 JridfEEsy et 201951 H1H

S IERPAE & R LAUHsT ~ SERTRERI R 28 BIH AR L AASwE R R SRR S B R A E AP E - TR BRI TSGR -
BE (BB HEEN) FOSRIIRHETREGER - HEES RS R RS H AR E S R - It > Wiz SR R R E I B TR A T
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Notes on the Financial Statements

1 Background

China Enterprises ETF and FTSE China 50 ETF (the “Funds”) are authorised by the Securities and Futures Commission in Hong Kong ("SFC") under Section 104(1) of the Hong
Kong Securities and Futures Ordinance, and are govemed by the Hong Kong Code on Unit Trusts and Mutual Funds ("the SFC Code").

China Enterprises ETF was constituted by a Trust Deed dated 18 November 2003, as amended from time to time under the laws of Hong Kong, and registered on 19 November 2003
as a unit trust under the laws of Hong Kong; while FTSE China 50 ETF was constituted by a Trust Deed dated 1 June 2005, as amended from time to time under the laws of Hong
Kong, and registered on the same date as a unit trust under the laws of Hong Kong.

The investment objective of the Funds is to match, before expenses, as closely as practicable, the performance of Hang Seng China Enterprises Index and FTSE China 50 Index
(each “China Enterprises Index" and “FTSE China 50 Index”, collectively the “Indexes”) respectively by holding a basket of the constituent stocks of the Indexes.

As at 31 December 2017, 66% (2016: 70%) of the redeemable units of FTSE China 50 ETF were held by Hang Seng China Index Fund, which is considered as the parent of FTSE
China 50 ETF.

2 Significant accounting policies

(a) Statement of compliance

The financial statements of the Funds have been prepared in accordance with all applicable Hong Kong Financial Reporting Standards (“HKFRSs”), which collective term
includes all applicable individual Hong Kong Financial Reporting Standards, Hong Kong Accounting Standards (‘HKASs”) and Interpretations issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA”), accounting principles generally accepted in Hong Kong, the relevant provisions of the respective Trust Deed, as amended, and the
relevant disclosure provisions of the SFC Code issued by the SFC. A summary of the significant accounting policies adopted by the Funds is set out below.

The HKICPA has issued certain new and revised HKFRSs that are first effective or available for early adoption for the current accounting period of the Funds. Note 3 provides
information on any changes in accounting policies resulting from initial application of these developments to the extent that they are relevant to the Funds for the current and
prior accounting periods reflected in these financial statements.

(b) Basis of preparation of the financial statements

The functional and presentation currency of the financial statements is Hong Kong dollars, which is the reporting currency of the units in issue of the Funds. All figures are
rounded to the nearest dollar.

The measurement basis used in the preparation of the financial statements is the historical cost basis except that investments are stated at their fair value as explained in the
accounting policies set out below.

The preparation of financial statements in conformity with HKFRSs requires the Manager and the Trustee to make judgements, estimates and assumptions that affect the
application of policies and reported amounts of assets, liabilities, income and expenses. The estimates and associated assumptions are based on historical experience and
various other factors that are believed to be reasonable under the circumstances, the results of which form the basis of making the judgements about carrying values of assets
and liabilities that are not readily apparent from other sources. Actual results may differ from these estimates. The areas involving a higher degree of judgement relate to the
determination of fair value of suspended equities with significant unobservable inputs and are disclosed in note 13.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the period in which the estimate is revised
if the revision affects only that period, or in the period of the revision and future periods if the revision affects both current and future periods.

(c) Income and expenses

Interest income and expenses are recognised as they accrue using the effective interest method. Dividend income is recognised when the underlying securities are quoted ex-
dividend. Dividend income is presented gross of any non-recoverable withholding taxes, which are disclosed separately in profit or loss. All other income and expenses are
accounted for on an accruals basis.

(d) Taxation
Taxation for the year comprises current tax which is recognised in profit or loss.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively enacted at the date of statement of assets and liabilities.
Current tax includes non-recoverable withholding taxes on investment income.

(e) Translation of foreign currency

Foreign currency transactions during the year are translated into Hong Kong dollars at the foreign exchange rates ruling at the transaction dates. Monetary assets and liabilities
denominated in foreign currencies are translated into Hong Kong dollars at the foreign exchange rates ruling at the date of statement of assets and liabilities. Exchange gains
and losses are recognised in profit or loss. Exchange differences relating to investments at fair value through profit or loss are included in gains/losses on investments.

() Financial instruments
(i) Classification

All the investments including investments in the constituent stocks of the Indexes are acquired principally for the purposes of selling in the short term and are held for
trading. The Funds classify all the investments as financial assets at fair value through profit or loss category. Financial assets that are classified as receivables include
amounts receivable on subscription of units, amounts receivable on sale of investments and interest receivable. Financial liabilities that are not at fair value through profit
or loss include amounts payable on purchase of investments, amounts payable on redemption of units and accrued expenses and other payables.

(i)  Recognition
The Funds recognise financial assets and financial liabilities on the date they becomes a party to the contractual provisions of the instruments.

A regular way purchase or sale of financial assets or financial liabilities at fair value through profit or loss is recognised on a trade date basis. From this date, any gains
or losses arising from changes in fair value of the financial assets or financial liabilities at fair value through profit or loss are recorded.

Financial liabilities are not recognised unless one of the parties has performed their obligations under the contract or the contract is a derivative contract not exempted
from the scope of HKAS 39.
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Notes on the Financial Statements (continued)

(9)

(iii) Measurement
Financial instruments are measured initially at fair value (transaction price). Transaction costs on financial assets and liabilities at fair value through profit or loss are
expensed immediately.
Subsequent to initial recognition, all instruments classified at fair value through profit or loss are measured at fair value with changes in their fair values recognised in
profit or loss.
Financial assets classified as loans and receivables are carried at amortised cost using the effective interest rate method, less impairment losses, if any.
Financial liabilities, other than those at fair value through profit or loss, are measured at amortised cost using the effective interest rate method.
(iv) Fair value measurement principles
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date
in the principal or, in its absence, the most advantageous market to which the Funds have access at that date. The fair value of a liability reflects its non-performance
risk.
When available, the Funds measure the fair value of an instrument using the quoted price in an active market for that instrument. A market is regarded as active if
transactions for the asset or liability take place with sufficient frequency and volume to provide pricing information on an ongoing basis.
If there is no quoted price in an active market, then the Funds use valuation techniques that maximise the use of relevant observable inputs and minimise the use of
unobservable inputs. The chosen valuation technique incorporates all of the factors that market participants would take into account in pricing a transaction.
The Funds recognise transfers between levels of the fair value hierarchy as at the end of the reporting period during which the change has occurred.
Net gains or losses on investments are included in profit or loss. Realised gains or losses on investments and unrealised gains or losses on investments arising from a
change in fair value are provided in note 9. Net realised gains or losses from financial instruments at fair value through profit or loss is calculated using the average cost
method.
(v) Impairment
Financial assets that are stated at cost or amortised cost are reviewed at each reporting date to determine whether there is objective evidence of impairment. If any such
indication exists, an impairment loss is recognised in profit or loss as the difference between the asset's carrying amount and the present value of estimated future cash
flows discounted at the financial asset's original effective interest rate.
Ifin a subsequent period the amount of an impairment loss recognised on a financial asset carried at amortised cost decreases and the decrease can be linked objectively
to an event occurring after the write-down, the write-down is reversed through profit or loss.
(vi) Derecognition
A financial asset is derecognised when the contractual rights to receive the cash flows from the financial asset expire, or where the financial asset together with
substantially all the risks and rewards of ownership, have been transferred.
Assets held for trading that are sold are derecognised and corresponding receivables from brokers are recognised as of the date the Funds commit to sell the assets.
A financial liability is derecognised when the obligation specified in the contract is discharged, cancelled or expires.
On derecognition of a financial asset, the difference between the carrying value of the asset and the consideration received is recognised in profit or loss.
(vii) Offsetting
Financial assets and financial liabilities are offset and the net amount is reported in the statement of assets and liabilities when the Funds have a legally enforceable
right to offset the recognised amounts and the transactions are intended to be settled on a net basis or simultaneously, e.g. through a market clearing mechanism.
Related parties

(@)

(b)

A person, or a close member of that person’s family, is related to the Funds if that person:

(i) has control or joint control over the Funds;

(i) has significant influence over the Funds; or

(iii) is a member of the key management personnel of the Funds or the Funds’ parent.

An entity is related to the Funds if any of the following conditions applies:

(i)  The entity and the Funds are members of the same group (which means that each parent, subsidiary and fellow subsidiary is related to the others).

(i) One entity is an associate or joint venture of the other entity (or an associate or joint venture of a member of a group of which the other entity is a member).
(iiiy Both entities are joint ventures of the same third party.

(iv) One entity is a joint venture of a third entity and the other entity is an associate of the third entity.

(v) The entity is a post-employment benefit plan for the benefit of employees of an entity related to the Funds.

(vi) The entity is controlled or jointly controlled by a person identified in (a).

(vii) A person identified in (a)(i) has significant influence over the entity or is a member of the key management personnel of the entity (or of a parent of the entity).

(viii) The entity or any member of a group of which it is a part, provides key management personnel services to the Funds or to the Funds’ parent.

Close members of the family of a person are those family members who may be expected to influence, or be influenced by, that person in their dealings with the entity.
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Notes on the Financial Statements (continued)

(h) Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand, demand deposits with banks and other financial institutions, and short-term, highly liquid investments that are
readily convertible into known amounts of cash and which are subject to an insignificant risk of changes in value, having been within three months of maturity at acquisition.

(i)  Units in issue
The Funds classify financial instruments issued as financial liabilities or equity instruments in accordance with the substance of the contractual terms of the instruments.

The Funds have one class of redeemable units in issue. This is the most subordinate class of financial instruments in the Funds and ranks pari passu in all material respects
and has identical terms and conditions. The redeemable units provide investors with the right to require redemption for cash at a value proportionate to the investor's share in
the Funds’ net assets at each redemption date and also in the event of the Funds’ liquidation.

A puttable financial instrument that includes a contractual obligation for the issuer to repurchase or redeem that instrument for cash or another financial asset is classified as
equity instruments if it meets the following conditions:

(i) itentitles the holder to a pro rata share of the Funds’ net assets in the event of the Funds’ liquidation;
(i) itisin the class of instruments that is subordinate to all other classes of instruments;
(i) all financial instruments in the class of instruments that is subordinate to all other classes of instruments have identical features;

(iv)  apart from the contractual obligation for the Funds to repurchase or redeem the instrument for cash or another financial asset, the instrument does not include any other
features that would require classification as a liability; and

(v)  the total expected cash flows attributable to the instrument over its life are based substantially on the profit or loss, the change in the recognised net assets or the change
in the fair value of the recognised and unrecognised net assets of the Funds over the life of the instrument.

The Funds’ redeemable units meet all of these conditions and are classified as equity.
(i) Segment reporting

An operating segment is a component of the Funds that engages in business activities from which they may earn revenues and incur expenses, including revenues and
expenses that relate to transactions with any of the Funds’ other components, whose operating results are reviewed regularly by the chief operating decision maker to make
decisions about resources allocated to the segment and assess its performance, and for which discrete financial information is available. Segment results that are reported to
the chief operating decision maker include items directly attributable to a segment as well as those that can be allocated on a reasonable basis. The chief operating decision
maker of the Funds is identified as the Manager, Hang Seng Investment Management Limited.

(k) Income equalisation on subscriptions and redemptions

Income portion of received and receivable on issue of units or paid and payable on redemption of units is calculated based on the portion of the unit price related to undistributed
accumulated net investment income and accumulated expenses of the unit at the date of issue or redemption.

3 Changes in accounting policies

The HKICPA has issued several amendments to HKFRSs that are first effective for the current accounting period of the Funds. None of these impact on the accounting policies of
the Funds.

Of these amendments, amendments to HKAS 7, Statement of cash flows: Disclosure initiative, require an entity to provide disclosures that enable users of financial statements to
evaluate changes in liabilities arising from financing activities, including both changes arising from cash flows and non-cash changes. As the Funds’ redeemable units are classified
as equity (see note 2(i)), adoption of these amendments did not have a material impact on the Funds’ financial statements.

The Funds have not applied any new standard or interpretation that is not yet effective for the current accounting period (see note 15).
4 Taxation

No provision for Hong Kong Profits Tax has been made in the financial statements as the income of the Funds are exempt from taxation under Section 26A(1A) of the Hong Kong
Inland Revenue Ordinance.

Taxation for the year represents non-recoverable withholding tax on dividend income which is recorded gross of withholding tax in profit or loss.
5 Investments at fair value through profit or loss

Investments at fair value through profit or loss as of 31 December 2017 and 31 December 2016 are shown on page 22.

6 Financial risk management

The Funds maintain investment portfolios in the constituent stocks of the Indexes as dictated by their investment management strategy, but are not limited to equity instruments. The
Funds’ investment objective is to match, before expenses, as closely as practicable, the performance of the Indexes against which the Funds are benchmarked. The Manager primarily
adopts a replication strategy to achieve the investment objective of the Funds. When there is a change in the constituent stocks of the Indexes or the weighting of the constituent
stocks in the Indexes, the Manager will be responsible for implementing any adjustment to the Funds’ portfolio of stocks to ensure that the Funds’ investment portfolios closely
correspond to the composition of the Indexes and the weighting of each constituent stock.

The Funds’ investing activities expose them to various types of risks that are associated with the financial instruments and markets in which they invest. To comply with HKFRS 7,
the Manager has set out below the most important types of financial risks inherent in the financial instruments held by the Funds. The Manager would like to highlight that the following
list of associated risks only sets out some of the risks but does not purport to constitute an exhaustive list of all the risks inherent in an investment in the Funds. Investors should note
that additional information in respect of risks associated with the investments in the Funds can be found in the Funds’ Hong Kong Offering Documents ("HKOD").

The nature and extent of the financial instruments outstanding at the year end date and the risk management policies employed by the Funds are discussed below.
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Notes on the Financial Statements (continued)

(@)

(b)

()

Market risk

Market risk arises when the fair value and future cash flows of a financial instrument will fluctuate because of changes in market prices and includes currency risk, interest rate
risk and price risk.

(i)  Currency risk

All the financial assets and liabilities of the Funds are denominated in Hong Kong dollars, the functional currency of the Funds, the Funds have limited exposure to
currency risk.

(i) Interest rate risk

Interest rate risk arises from changes in interest rates which may inversely affect the value of interest bearing assets and therefore results in potential gain or loss to the
Funds. Except for bank deposits, all the financial assets and liabilities of the Funds are non-interest bearing. As a result, the Funds have limited exposure to interest rate
risk.

(iii)  Price risk
Price risk is the risk that the value of a financial instrument will fluctuate as a result of changes in market prices (other than those arising from interest rate risk or currency

risk), whether caused by factors specific to an individual investment, its issuer or all factors affecting all instruments traded in the market. The Funds are exposed to price
risk arising from changes in market prices of equity instruments.

The Manager constructs the portfolio through adopting replication strategy. The Funds are not actively managed and the Manager does not have the discretion to select
stocks or to take defensive position in declining market. Hence, any fall in the underlying index will result in a corresponding fall in the value of the Funds.

All investments of the Funds are constituent stocks of the Indexes listed on The Stock Exchange of Hong Kong ("SEHK"). The Funds estimate the future reasonably
possible market price fluctuations for equity investments on an overall basis. If the relevant indexes at 31 December 2017 had increased/decreased by 20% (2016: 20%),
itis estimated that the net assets attributable to unitholders of the Funds would have increased/decreased accordingly as shown on page 22. The analysis assumes that
all other variables, in particular, interest rates remain constant.

Credit risk

Credit risk arising on transactions with brokers relates to transactions awaiting settlement. Risk relating to unsettled transactions is considered small due to the short settlement
period involved and the high quality of the brokers used. The Manager monitors the credit rating and financial positions of the brokers used to further mitigate this risk.

HSBC Provident Fund Trustee (Hong Kong) Limited is the Trustee of the Funds. Bankruptcy or insolvency of the Trustee may cause the Funds' rights with respect to the assets
to be delayed or limited. The Manager monitors the risk by monitoring the credit quality of the Trustee on an on-going basis.

Al of the investments of the Funds are held by The Hongkong and Shanghai Banking Corporation Limited (the “Custodian”). Bankruptcy or insolvency of the Custodian may
cause the Funds’ rights with respect to investments held by the Custodian to be delayed or limited. The Manager monitors its risk by monitoring the credit rating of the Custodian
on an on-going basis.

All of the cash held by the Fund is deposited with The Hongkong and Shanghai Banking Corporation Limited (‘HSBC”) and Hang Seng Bank Limited (‘HSB”) (collectively the
"Banks"). Bankruptcy or insolvency of the Banks may cause the Fund’s rights with respect to the cash held by the Banks to be delayed or limited. The Manager monitors its
risk by monitoring the credit rating of the Banks on an on-going basis.

Other than outlined above, there were no significant concentrations of credit risk to counterparties at 31 December 2017 and 31 December 2016.
Liquidity risk

Liquidity risk is the risk that the Funds will encounter difficulty in meeting obligations arising from its financial liabilities that are settled by delivering cash or another financial
asset, or that such obligations will have to be settled in a manner disadvantageous to the Funds.

The Funds and the Manager have policies and procedures to manage liquidity to meet its liability including estimated redemption of units, as and when due, without incurring
undue losses or risking damage to the Funds'’ reputation.

HKOD provide for the daily creation and cancellation of units and it is therefore exposed to the liquidity of meeting unitholder redemptions daily. All other financial liabilities are
repayable on demand or have contractual maturities less than three months.

The Funds’ majority of financial assets are listed equity investments which are considered to be readily realisable as they are all listed on the SEHK. As a result, the Funds are
able to liquidate quickly its investments in order to meet its liquidity requirements.

The Funds'’ liquidity risk is managed on a daily basis by the Manager in accordance with the policies and procedures in place. The Funds’ redemption policy allows redemption
to be made:

- through participating dealers by any investor with a basket of constituent stocks of the Indexes and a minor cash component, or wholly with cash (additional mechanism
with effect from 1 December 2017), the minimum redemption units for China Enterprises ETF are 100,000 units; while minimum redemption units for FTSE China 50 ETF
are 50,000 units;

- through the Manager by the feeder funds with a basket of constituent stocks of the Indexes and a minor cash component or wholly with cash at a minimum of 1 unit, the
feeder funds of China Enterprises ETF are Hang Seng China Enterprises Index Fund (formerly known as Hang Seng China H-Share Index Fund) and Hang Seng China
Enterprises Index Tracking Fund (formerly known as Hang Seng H-Share Index Tracking Fund); while the feeder fund of FTSE China 50 ETF is Hang Seng China Index
Fund.

The Manager has the right to declare suspension of unitholders' right to redeem units under certain conditions, such as when SEHK is closed; dealings on the SEHK or the
Hong Kong Futures Exchange Limited are restricted or suspended; or the Indexes are not complied or published, etc. in accordance with the HKOD.
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(d)

Capital management
The Funds’ capital as at the year end date is represented by their redeemable units.

The Funds’ objective in managing the capital is to ensure a stable and strong base to maximise returns to all investors, and to manage liquidity risk arising from the redemptions.
The Manager manages the capital of the Funds in accordance with the Funds’ investment objectives and policies stated in the HKOD.

There were no changes in the policies and procedures during the year with respect to the Funds’ approach to its capital management.
The Funds are not subject to externally imposed capital requirements.

The amount and the movement of equity are stated in the statement of changes in equity. As the redeemable units are redeemed on demand at the unitholders' option, the
actual level of redemption may differ significantly from the historic experience.

7 Dividend income

The amounts of dividend income and net dividend income, which was net of any non-recoverable withholding taxes, earned by the Funds during the year are shown on page 23.

8 Interest income

During the year, the Funds earned all interest income from cash and cash equivalents.

9 Net gains/(losses) on investments

During the year, the Funds earned or incurred realised and unrealised gains or losses as shown on page 23.

10 Transactions with the Trustee, Manager and Connected Persons

The following is a summary of significant related party transactions or transactions entered into during the year between the Fund and the Trustee, the Manager and their Connected
Persons. Connected Persons are those as defined in the SFC Code issued by the SFC. All transactions during the year between the Fund, the Trustee, the Manager and their
Connected Persons were entered into in the ordinary course of business and under normal commercial terms. To the best of the knowledge of the Trustee and the Manager, the
Fund did not have any other transactions with Connected Persons except for those disclosed below. The relevant receivables and payables are unsecured, interest-free and repayable
on demand.

(@)

Hang Seng Investment Management Limited, a wholly-owned subsidiary of HSB, which is a member of the HSBC Group, is the Manager of the Funds. The Manager earns
management fees at a rate of 0.55% of net asset value per annum. Management fees are calculated as at each dealing day and payable monthly. Management fees payable
to the Manager at the year end date is shown on page 23.

HSBC Provident Fund Trustee (Hong Kong) Limited, a member of the HSBC Group, is the Trustee of the Funds and eamns trustee’s fees on a sliding scale at a rate from
0.025% to 0.05% of net asset value per annum. Trustee’s fees are calculated as at each dealing day and payable monthly. Fees payable to Trustee at the year end date is
shown on page 24. The Trustee also eamed fees for providing various other services to the Funds during the year as shown on page 24.

The Funds utilise the services of HSBC in part of the purchase and sale of investments. Details of such transactions executed and fees paid during the year are shown on page
24.

Also, the Funds utilise the services of HSBC and pay securities expenses, administrative fees and safe custody and bank charges to HSBC. Details of such fees paid during
the year and such fees payable at the year end date are shown on page 24.

China Enterprises ETF has been licensed by Hang Seng Indexes Company Limited (‘HSIL"), a wholly-owned subsidiary of HSB, to use China Enterprises Index to create, offer,
market and sell the China Enterprises ETF during the year. License fee paid to HSIL during the year amounted to HKD 16,504,965 (2016: HKD 18,599,438). License fee
payable to HSIL at the year end was HKD 3,939,666 (2016: HKD 4,667,783).

All bank accounts are maintained with HSBC and HSB. The bank balances as at year end date, interest income eamed during the year and interest receivable as at year end
date are shown on page 24.

For the period between 1 January 2017 and 28 March 2017, HSB provided unsecured overdraft facility and risk weighted FX facility to the Funds. With effect from 29 March
2017, there was no unsecured overdraft facility and risk weighted FX facility provided by HSB to the Funds. For the year ended 31 December 2017, the Funds did not pay
annual fee and interest expense to HSB. For the year ended 31 December 2016, HSB provided unsecured overdraft facility and risk weighted FX facility to the Funds. The
details of the facilities, the annual fee and the interest expenses recognised in the profit or loss are shown on page 24.

Hang Seng China Index Fund is considered as the parent of FTSE China 50 ETF. Number of units of FTSE China 50 ETF held by the fund as of the year end date and the
distributions eamed from FTSE China 50 ETF by the fund during the year are shown on page 25.

Hang Seng China Index Fund, as the parent of FTSE China 50 ETF, made cash creation and cash redemption in FTSE China 50 ETF during the year and the details of
creation/redemption amounts and units are shown on page 25.

Hang Seng China Index Fund, as the parent of FTSE China 50 ETF, purchased and sold units of FTSE China 50 ETF through SEHK during the year and the details of
purchase/sell amounts and units are shown on page 25.

11 Units in issue

For movements of units in issue, please refer to page 25.

12 Soft dollar commission

As regards to the Funds, the Manager has not entered into any soft dollar commission arrangements with brokers.
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13 Fair value information

The Funds’ investments are measured at fair value on the date of the statement of assets and liabilities. Fair value estimates are made at a specified point in time, based on market
conditions and information about the financial instruments. With the involvement of unobservable factors and judgement, fair value can be reliably determined within a reasonable
range of estimates. For certain other financial instruments, including amounts receivable on subscription of units, amounts receivable on sale of investments, interest receivable, cash
and cash equivalents, amounts payable on purchase of investments, amounts payable on redemption of units and accrued expenses and other payables, the carrying amounts
approximate fair value due to the intermediate or short-term nature of these financial instruments.

Valuation of financial instruments
The Funds’ accounting policy on fair value measurements is detailed in accounting policy in note 2(f)(iv).

The Funds measure fair values using the following fair value hierarchy that reflects the significance of the inputs used in making the measurements.

Level 1: Inputs that are quoted market prices (unadjusted) in active markets for identical instruments.

Level 2: Inputs other than quoted prices included within Level 1 that are observable either directly (i.e. as prices) or indirectly (i.e. derived from prices). The category includes
instruments valued using: quoted market price in active markets for similar instruments; quoted prices for identical or similar instruments in markets that are considered less
than active; or other valuation techniques in which all significant inputs are directly or indirectly observable from market data.

® |evel 3: Inputs that are unobservable. This category includes all instruments for which the valuation technique includes inputs not based on observable data and the
unobservable inputs have a significant effect on the instrument's valuation. This category includes instruments that are valued based on quoted prices for similar instruments
but for which significant unobservable adjustments or assumptions are required to reflect differences between the instruments.

All investments held by the Funds are listed on SEHK and their fair values are based on quoted market prices in active markets. Therefore, the majority of investments, except
suspended investments, are classified as Level 1 investment in the fair value hierarchy. Level 3 investments consisted of equity instruments which have been suspended for trading
and in these financial statements they are revalued from last traded price before suspension based on relevant news and information. For all other financial instruments, their carrying
amounts approximate fair value due to the intermediate or short-term nature of these financial instruments.

The table on page 26 presents the carrying value of financial instruments measured at fair value at the date of the statement of assets and liabilities across the three levels of fair
value hierarchy.

There were no transfers of financial instruments between Level 1 and Level 2 during the year. As public price quotations in an active market for the suspended equity investments
were no longer available, these equity investments were priced using last traded price before suspension with the adjustment based on relevant news and information. As at year
end date, the carrying value of a suspended equity held by FTSE China 50 ETF had been written down to zero. The table on page 25 presents the transfers of financial instruments
between Level 1 and Level 3.

The reconciliation from the beginning balances to the ending balances for fair value measurements in Level 3 of the fair value hierarchy is shown on page 25.
Quantitative information of significant unobservable input - Level 3

The table on page 25 presents the information about significant unobservable input and valuation technique used at 31 December 2017 and 31 December 2016 in measuring the
financial instruments categorised as Level 3 of the fair value hierarchy.

The table on page 25 presents the significant unobservable input used in the fair value measurement categorised with Level 3 of the fair value hierarchy together with a sensitivity
analysis.

14 Segment information

The Manager makes strategic resource allocation on behalf of the Funds and determines operating segments based on intemal reports reviewed which are used to make strategic
decisions.

The Manager considers that the Funds have one single operating segment based on one single, integrated investment strategy by investing in constituent stocks of the Indexes with
the objective to match, before expenses, as closely as practicable, the performance of the Indexes as stipulated in the HKOD. There were no changes in the operating segment
during the year.

Major revenues generated by the Funds are from listed equities. The segment information provided to the Manager is the same as that disclosed in the statement of comprehensive
income and statement of assets and liabilities.

The Funds are domiciled in Hong Kong. Majority of the Funds’ income from investments is from equities listed in Hong Kong. Please refer to note 5 on page 22 for details.

15 Possible impact of amendments, new standards and interpretations issued but not yet effective for the year ended 31 December
2017

Up to the date of issue of these financial statements, the HKICPA has issued a number of amendments, new standards and interpretations which are not yet effective for the year
ended 31 December 2017 and which have not been adopted in these financial statements.

Of these developments, the following may be relevant to the Funds’ operations and financial statements:

Effective for accounting periods beginning on or after

HKFRS 9, Financial instruments 1 January 2018
HK(IFRIC) 22, Foreign currency transactions and advance consideration 1 January 2018
HK(IFRIC) 23, Uncertainty over income tax treatments 1 January 2019

The Funds are in the process of making an assessment of what the impact of these amendments, new standard and interpretations is expected to be in the period of initial application.
So far the Funds are of the view that the adoption of the new standards will not have material impact on the financial statements. Further details of the expected impacts are discussed
below. While the assessment has been substantially completed for HKFRS 9, the actual impacts upon the initial adoption of the standard may differ as the assessment completed
to date is based on the information currently available to the Funds, and further impacts may be identified before the standard is initially applied in the Funds’ financial statements for
the year ended 31 December 2018. The Funds may also change its accounting policy elections, including the transition options, until the standards are initially applied in the financial
statements.
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HKFRS 9, Financial Instruments

HKFRS 9 replaces HKAS 39 Financial Instruments: Recognition and Measurement. It includes revised guidance on the classification and measurement of financial instruments and
a new expected credit loss model for calculating impairment on financial assets. It also carries forward the guidance on recognition and derecognition of financial instruments from
HKAS 39.

Classification of financial assets and financial liabilities

HKFRS 9 contains a new classification and measurement approach for financial assets that reflects the business model in which assets are managed and their cash flow characteristics.

The standard includes three principal classification categories for financial assets: measured at amortised cost, fair value through other comprehensive income (FVOCI) and fair value
through profit or loss (FVTPL). It eliminates the existing HKAS 39 categories of held to maturity, loans and receivables and available for sale.

Based on the Funds’ assessment, this standard is not expected to have a material impact on the classification of financial assets of the Funds. This is because:

- financial instruments currently classified as FVTPL under HKAS 39 are designated into this category because they are managed on a fair value basis in accordance with
a documented investment strategy. Accordingly, these financial instruments will be mandatorily measured at FVTPL under HKFRS 9; and

- financial instruments currently measured at amortised cost are: amounts receivable on subscription of units, amounts receivable on sale of investments, interest receivable,
amounts payable on purchase of investments, amounts payable on redemption of units and accrued expenses and other payables. These instruments meet the solely
payments of principal and interest (SPPI) criterion and are held in a held-to-collect business model. Accordingly, they will continue to be measured at amortised cost
under HKFRS 9.

Impairment of financial assets

HKFRS 9 replaces the “incurred loss” model in HKAS 39 with a forward-looking “expected credit loss” (ECL) model. This will require considerable judgement about how changes in
economic factors affect ECLs, which will be determined on a probability-weighted basis.

The new impairment model will apply to financial assets measured at amortised cost or FVOCI, except for investments in equity instruments.

Under HKFRS 9, loss allowances will be measured on either of the following bases:
- 12-month ECLs: these are ECLs that result from possible default events within the 12 months after the reporting date; and
- lifetime ECLs: these are ECLs that result from all possible default events over the expected life of a financial instrument.

Based on the Funds’ assessment, changes to the impairment model are not expected to have a material impact on the financial assets of the Funds. This is because:
- the majority of the financial assets are measured at FVTPL and the impairment requirements do not apply to such instruments; and

- the financial assets at amortised cost are short-term (i.e. no longer than 12 months) and of high credit quality. Accordingly, the ECLs on such assets are expected to be
small.

Hedge accounting
The Funds do not apply hedge accounting; therefore, HKFRS 9 hedge accounting-related changes do not have an impact on the financial statements of the Funds.
Disclosures

HKFRS 9 will require extensive new disclosures, in particular about credit risk and ECLs. The Funds have completed an analysis to identify data gaps against current processes and
is designing the system and controls changes that they believe will be necessary to capture the required data.

Transition
Changes in accounting policies resulting from the adoption of HKFRS 9 will generally be applied retrospectively, except as described below.
- The Funds will take advantage of the exemption allowing them not to restate comparative information for prior periods with respect to classification and measurement
(including impairment) changes. Differences in the carrying amounts of financial assets and financial liabilities resulting from the adoption of HKFRS 9 will be adjusted to
net assets attributable to unitholders as at 1 January 2018.
- The following assessments have to be made by the Funds on the basis of the facts and circumstances that exist at the date of initial application.

The determination of the business model within which a financial asset is held.

The designation and revocation of previous designations of certain financial assets and financial liabilities as measured at FVTPL.
16 Subsequent event

The China Enterprises ETF has been renamed as “Hang Seng China Enterprises Index ETF” with effect from 5 March 2018. Prior to this date, it was known as Hang Seng H-Share
Index ETF.

The change of the name of China Enterprises ETF has no financial effect to the financial statements for the year ended 31 December 2017.
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Performance of the Indexes and the ETFs

PSR BRZFH
Performance in HK Dollar
2017 2016

E: &/ 5% Fund/index
TE A= R A SEFE 3L 54> * Hang Seng China Enterprises Index ETF * 27.96% 0.22%
el = =t Hang Seng China Enterprises Index # 29.12% 1.06%
B4 E 5 b 5045 %) _F fiZ&<:* Hang Seng FTSE China 50 Index ETF* 35.00% 1.51%
‘= 1% %5045 845 A FTSE China 50 Index A 37.12% 2.91%

kAR HSBC Provident Fund Trustee (Hong Kong) Limited - fEAE$580A TR /A B K/ &
Source: HSBC Provident Fund Trustee (Hong Kong) Limited, Hang Seng Indexes Company Limited and Bloomberg.
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* Performance is calculated in base currency with Unit-price to Unit-price, dividend (if any) reinvested.

* AL B L SOl > SR BB TR (R -

# Performance is calculated in total return with dividend reinvested, net of withholding tax.

NRELE (R A ZE R -

A Performance is calculated with dividend (if any) reinvested.

WEHERER - AR EEp AR (EETRRERAREAE) » AEHRA AT - BERIRN AR HRBHIES] - fEEEFELEM

FCERERT - MESFAB AR B BB S (RS AT ERR R R 250 -

Investors should note that all investments involve risks (including the possibility of loss of the capital invested), prices of fund units may go up as well as down and past performance is not
indicative of future performance. Investors should read the relevant fund's offering documents (including the full text of the risk factors stated therein) in detail before making any
investment decision.
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Comparison of Daily Closing Price and Net Asset Value per Unit of the ETFs
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Comparison of Daily Closing Price and Net Asset Value per Unit for 2017 Comparison of Daily Closing Price and Net Asset Value per Unit for 2016
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Index Constituent Stocks Disclosure

TN BT E ST E 0 Z AR

The following are those constituent stocks that accounted for more than 10% of the weighting of the Index.

20174E12H31H
As at 31 December 2017
=& =14 Bl ifEEtLE
Fund Index Constituent Stocks Weighting of the Index
TEA PR SRR R b i A TEA HP B SR S PR T 10.42%
Hang Seng China Enterprieses Index ETF Hang Seng China Enterprises Index China Construction Bank
PR LR R T 10.21%
Industrial and Commercial Bank of China
20164E12H31H
As at 31 December 2016
=& =14 Bl ifEEtLE
Fund Index Constituent Stocks Weighting of the Index
TEA PR SRR R b i A EA PR SR S PR T 10.73%
Hang Seng China Enterprieses Index ETF Hang Seng China Enterprises Index China Construction Bank
PEIERTT 10.27%
Bank of China
TP TR R T 10.20%

Industrial and Commercial Bank of China

FR2017H12 31 H 52016512331 H > FF P IS0 BOL A (SR BTEE S I E 0 2 TR -

As of 31 December 2017 and 31 December 2016, there was no constituent stock that accounted for more than 10% of the weighting of the FTSE China 50 Index.
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Report on Investment Overweight in Constituent Stocks of the Index by the ETFs
EH20174E1 51 H 2201745125 315
From 1 January 2017 to 31 December 2017

MRS BB B SR AT - AR A (EAREEHAIRATFD RESFHRAR B AR Z A RN - SRR A AR
HPRFIRE RS - DL A TR DU T IRGUE S e B AR Bk i S A fELL B s H L -

B A S B LR

10%LL T 4%'
10%Z£30% 4%
30%2550% 3%
50% 24 | 2%

"R AR BRI S BT (G L ERM0% » L5 C e 4O N L B A (3 R B S O AR (T (0% » Y Bie S 32 pke RS bL B TR s 8
10% -

FR2017FAH1H 2201712 AN HAEEN » B8O R RS (F AT SR A S R USRS - DL EIRGNG A #EH -
As stated in the Hong Kong Offering Document of the Funds, if a representative sampling strategy is implemented when investing for the Funds, the Manager (Hang Seng Investment

Management Limited) will apply such strategy in accordance with the Funds' relevant investment restrictions thereby enabling the Manager to overweight the constituent stocks of the
Index relative to their respective weightings in the Index in accordance with the below limits.

Stock's weighting in the Index Maximum extra weighting to be allocated
Below 10% 4%'

10%-30% 4%

30%-50% 3%

Above 50% 2%

Where the weighting of a constituent stock in the Index is below 10% and if the total allocation to this constituent stock is still below 10% after allocating the maximum extra weighting of
4%, the total allocation to it may be adjusted up to maximum of 10%.

During the year from 1 January 2017 to 31 December 2017, the Manager has adopted a full replication strategy when investing for the Fund, hence the above restriction is not applicable.
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Management and Administration
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Manager and Listing Agent

Hang Seng Investment Management Limited
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Hong Kong
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Chan Shuk Pui, Ivy (Appointed with effect from 15 November 2017)
Fung Hau Chung, Andrew (resigned with effect from 30 June 2017)
Kwan Wing Han, Margaret
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