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The FTSE/Xinhua China 25 Index recorded an impressive gain of 22.94% to 11,314.83 during the first half of the year.

In the macro front, economic growth in China accelerated in the first half of the year. First quarter GDP increased 9.90% year-on-year, while fixed
asset investment (“FAI”) and money supply (“M2") jumped 32.00% and 19.10% year-on-year in the first five months. As growth in both FAI and M2
had far exceeded the planned targets, China began to impose various austerity measures in May. The People’s Bank of China has announced to
raise the lending interest rate by 0.27% and the required reserve ratio by 0.50% in order to curb loan and fixed asset investment growth.
Meanwhile, local municipals also started to issue measures to crack down irregularities and speculations in the residential property market.

Looking forward, we expect more austerity measures to come in the near term but stay confident on the long-term prospect of China shares. The
tightening measures should have visible impacts in the next two quarters and help China economy to maintain a healthy and sustainable growth in
the long run. Expectation on Renminbi appreciation and robust economic growth in China are the key factors to drive up the H-share index in the
second half of the year.

The interim dividend distribution from the Fund was HK$1.20 per unit in respect of the financial year ended 30 June 2006. The ex. dividend date
was 30 June 2006, and the record date was 3 July 2006. The dividend distribution was paid on 10 July 2006.
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