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IMPORTANT

The Stock Exchange of Hong Kong Limited, Hong Kong Exchanges and Clearing Limited, Hong Kong Securities Clearing
Company Limited and the Hong Kong Securities and Futures Commission take no responsibility for the contents of this
document, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for
any loss howsoever arising from or in reliance upon the whole or any part of the contents of this document.

HSBC CHINA DRAGON FUND
ESTBEES

a Hong Kong unit trust authorised under
section 104 of the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong)

(Stock Code: 820)
Voluntary Announcement — Fund Performance

This is a voluntary announcement made by HSBC China Dragon Fund (the “Fund”).

The following table demonstrates the gross performance of the Fund. The relevant figures are gross of fees and (if any)
net of capital gain tax provision performances calculated from internal sources; and are for indicative purpose only.
Returns would be lower once fees are deducted. The performances of the index are quoted for indicative comparison
purpose only and the index is not the benchmark of the Fund.

As at 30 November 2018:

Calendar year performance @ Cumulative
performance ©®
2018 2017 2016 2015 2014 2013 6 months | 1 year
year-to-date| full year full year full year full year full year

Net asset -25.04% 28.16% -12.60% 12.64% 32.32% 1.25% -25.80% | -23.62%
value of the

Fund (gross of

fees and net of

capital gain tax

provision) @

MSCI China A | -30.24% 21.47% -18.94% 7.15% 46.91% 1.02% -23.99% | -29.17%

The following table demonstrates the net of fees performance of the Fund calculated according to the net asset value per
unit of the Fund.

As at 30 November 2018:

Calendar year performance @ Cumulative
performance ©
2018 2017 2016 2015 2014 2013 6 months | 1 year
year-to-date| full year full year full year full year full year
Net asset -26.08% 25.77% -13.04% 9.85% 30.49% -0.47% -26.63% | -24.96%
value of the
Fund (net of
fees)®
As at 30 November 2018:
Net asset value per unit of the Fund: HK$9.92
Closing price of the Fund on the Stock Exchange of Hong Kong: HK$8.21
Discount / Premium to net asset value: 17.24% discount

Source: HSBC Global Asset Management (Hong Kong) Limited, data as at 30 November 2018. All performance figures
are total return figures in Hong Kong dollars.

Performance figures of the Fund are calculated according to the value of the respective underlying assets of the Fund or
the net asset value per unit of the Fund (as the case may be), and are not calculated according to the Fund’s market price
on the exchange. The Fund’s market price on the Stock Exchange of Hong Kong may be different from its net asset value
per unit.



Investment involves risk. Past performance information presented is not indicative of future performance. Please refer to
the Offering Circular of the Fund for further details including the risk factors.

Note:

1. The performance of the Fund was achieved under the following circumstances that no longer apply: the Fund
recognized an over-provision of tax as a gain in its valuation and resulted in an increase in the Fund’s net asset value
of around 5.13% on 13 October 2015.

2. Calendar year performance is the gain or loss of the Fund throughout a particular year.

3. Cumulative performance is the gain or loss of the Fund over certain period of time up to the relevant date.

The Fund is a close-ended fund and no investor may demand redemption of their units.

The listing of the Fund on the Stock Exchange of Hong Kong does not guarantee a liquid market and the Fund may be
delisted. The Fund’s market price on the Stock Exchange of Hong Kong may be different from its net asset value per unit.
Currency movement may affect the value of investments. Investment in emerging market involves higher risks. The Fund
mainly invests directly and indirectly in China A-shares, which are subject to specific risks and restrictions as disclosed in
the Offering Circular. The Fund differs from a typical trust and investors should read the Offering Circular for details
including the risk factors. The document has not been reviewed by the Securities and Futures Commission.

HSBC Global Asset Management (Hong Kong) Limited
Manager of HSBC China Dragon Fund
19 December 2018

As at the date of this announcement, the board of directors of the Manager is comprised as follows: The executive
directors of the Manager are Mr. BERRY, Stuart Glenn, Mr. BOTELHO BASTOS, Pedro Augusto, Dr. MALDONADO-
CODINA, Guillermo Eduardo and Mr. TAM, Chun Pong Stephen. The non-executive directors of the Manager are Dr.
APENBRINK, Rudolf Eduard Walter, Mr. MARTIN, Kevin Ross and Ms. WONG, Pik Kuen Helen.
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(a Hong Kong unit trust authorised under section 104 of the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong))
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30 November 2018
Dear Unitholders,
Letter to Existing Unitholders — Election of Means of Receipt and Language of Corporate Communications

The 2018 Interim Report of HSBC China Dragon Fund (the “Fund”) has been prepared in English and Chinese. Copies
prepared in the language different from those you have received are available from Computershare Hong Kong Investor Services
Limited (the Fund’s Registrar) on request, or on the Fund’s website at www.assetmanagement.hsbc.com/hk-chinadragonfund for

five (5) years from the date of first publication and the HKExnews’s at www.hkexnews.hk.

You may at any time change your choice of language or means of receipt, free of charge, by completing the
attached Change Request Form and returning it to the Fund’s Registrar. You may also send email with a scanned
copy of this form to hsbcchinadragon.ecom@computershare.com.hk.

Should you have any queries relating to this letter, please call the enquiry hotline at (852) 2862 8646 during
business hours (9:00 a.m. to 6:00 p.m., Mondays to Fridays).

Yours faithfully,
BOTELHO BASTOS, Pedro Augusto
Director
For and on behalf of
HSBC Global Asset Management (Hong Kong) Limited
as manager of HSBC China Dragon Fund

HALRAFRA N

BOBA WAL A AN Z A fF — B BOR 2 ] im e e 05 X R GR S

{55! e PR RE L 5 (T AL 5 1) 2018 v Ik 3t i A7 9 SO M P SO o Ao PP SRR 00 B R0AT IRV /) (R R 4 20 P B RD O ) A
WeEl RN R ERAZ > TR BT BT IR B9 RRAS LASR 5 — R R S AR A AR o A BR SR A R OO R DT R

T(5)4F IR I A AR 5 4 4935 www.assetmanagement.hsbe.com/hk-chinadragonfund (& - 3 A 75 Hs 52 5y BT 45 5% 5 48 v
www.hkexnews.hk % # o

ilﬂ P AR B R A RE S AR B K> T BEIRF S BRI A S T I ARG - B REBEIRBFAEEZ
FOBTOIE o VRN AT E M 2 2 5 T H G R A 1Y 4 4 ) A 7 52 hsbechinadragon.ecom@computershare.com.hk -

¥ ETEAKEEMEEN > HREN R R U E T S REEUE & A0 (852) 2862 8646 o
Rk
T TR BR3P (V) AR A )
A 2 T W0 v [ P A G 2 AP
F
E X H(BOTELHO BASTOS, Pedro Augusto)
i R

20184F11 H30H

“Corporate Communications’ refer to any documents issued or to be issued by the Fund for the information or
action of the Unitholders, including but not limited to annual report, interim report, notice of meeting, listing
document, circular and proxy form.
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Change Request Form % % H1 55 £ 1%

To: HSBC China Dragon Fund (the “Fund”) ;e ﬂi%ﬁﬁhmﬂyﬂt@(rdxﬁﬁj)
c/o Computershare Hong Kong Investor Services Limited KA RSB IR A
Hopewell Centre, 183 Queen’s Road East, ’Ew&w T 5 5 RAE R 18355
Wanchai, Hong Kong ARG TTM A

I/We have already received a printed copy of the Current Corporate Communications in Chinese/English or have chosen to read the Current Corporate
Communications posted on the Fund’s website:

AN FAM C M IRAS YR 2 w3 I SO 2 B85, o SR AR s 298 3R A A i T 2 AR 24w i RS

Part A — I/We would like to receive another printed version of the (unmt Corporate Communications of the Fund as indicated below:
A AN BAMBAE A E LR S i Bk WA AV 2 55— R B AS
(Please mark ONLY ONE (X) of the following boxes wiffie F 818845 » fifi 5 H b — i 22 i i 1 _E[X ] 58)
I/We would like to receive a printed copy in English now.
AN HAM BLAE A S — 3 S SCE R A
I/We would like to receive a printed copy in Chinese now.
RN/ BAM B A R — 3 iy SCAIRIA
I/We would like to receive both the printed English and Chinese copies now.
AN AN B A A H IR SR 30—y E A
Part B — I/We would like to change the choice of langu s of receipt of future Corporate Communications of the Fund as indicated below:
2 AN TIMBAE A BB F ST B S ] 12 Rl AT SO 2 5 o A B
(Please mark ONLY ONE (X) of the following boxes a4 #4% b » 4 Hoh — R 22k 0 &1 11X 5%
read the Website version of all future Corporate Communications published on the Fund’s website in place of receiving printed copies; OR
BT AE AL G A 0 8 2 2 0 AT B > AR ERRIAS 5 B
to receive the printed English version of all future Corporate Communications ONLY; OR
SO A 2 W) 2 2 5 SC R RIAR 5
to receive lhe printed Chinese version of all future Corporate Communications ONLY; OR
ESCRAS 2 R 2 vh SCERRIAR 5 Bk
to receive both printed English and Chinese versions of all future Corporate Communications.
[ FRF SO HR AR 2 ) L 22 3 3 B v SCER R AS
Name(s) of Unitholders” Date
I WUEL I A 557 CE

(Please use ENGLISH BLOCK LETTERS 751 % X IE## %5)

Address”
b g1k
(Please use ENGLISH BLOCK LETTERS jii§ /1] % X IE R 5 55)
Contact telephone number Signature(s)
T &% T 5 R 1S B4

# You are required to fill in the details if you download this Change Request Form from the Fund’s Website. & 115743 305 T AR5 F H g 4 - Gf b J0 15 |1 B EH -

1. Please complete all your details clearly.
AR AR O A R

2. By selection to read the Website Version of the Corporate Communications published on the Fund’s website in place of receiving printed copies, you have expressly consented to waive the
right to receive the Corporate Communications in printed form, including the right to receive notice of meeting by post or delivery at your address pursuant to the trust deed constituting the
Fund.
T A B 1 A L B 40 il B e 2 20 W FUAE b A AR WSO L AR T WO () 3 I 2 w3 af R AR O R 6L AR AL A 9 5 GE SRR A TR 2 O T [ R Z bk
J7 AR i 1 2 HEA

3. If your units are held in joint names, the Unitholder whose name stands first on the register of members of the Fund in respect of the joint holding should sign on this Change Request Form in

order to be valid.
0 T 4% e B AT o SUIAR S O 2 ol 8 I LA R A I R 8 A e B A A 6 8 O A R WA R AR T

4. The above instruction will apply to all future Corporate Communications to be sent to Unitholders of the Fund until you notify otherwise by reasonable notice in writing to the Fund’s
Reglstrar Computershare Hong Kong Investor Services Limited, 17M Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong, or by email to

hsbechinadragon. ecom(mcomputershare com.hk.

bl i 7 R M A B T AR B LR A AN A A R ELE (AR S B A T A B 2 PR o R S BT A PR ) ke 2 AT B R O A 83 R
17M# kL7 1 Jy 3§ 2% 40 %1 hsbechinadragon.ecom@, comgutershare com.hk 73 {FH#ESR /S 1L

5. All Future Corporate Communications in both printed English and Chinese versions will be available for inspection from the Fund’s Registrar upon request.
ARG 2 PR LM AT AT 2 AR 2 3 o SCERIA LR R ) -

6. The unitholders are entitled to change the choice of means of receipt or language of the Fund’s Corporate Communications at any time by reasonable notice in writing to the Fund’s
Registrar.
e B AT AT R I 5 1) 5 IR T A AR B 2 0 B R R S R s ) R R A By

7. Any form with more than one box marked (X), with no box marked (X), with no signature or otherwise incorrectly completed will be void.

TXA!»%VM’EH‘VL% SR HORA TR BURA S ~ sE LAy R A IE T - U4 & S -

8. For the avoidance of doubt, we do not accept any special instructions written on this Request Form.

T G hE + FERTAE AR i el L HORIN T R5 467 o A2 rUMER T A0
................................................................................................... == S m = e e e e e e e e e
2t 2k 2k
TE T 75 ] L 58 T R g2 A I - g B A A AR IR T A I ERE MAILING LABEL
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Please cut the mailing label and stick this on

Tt i SR B R R A
Computershare Hong Kong Investor Services Limited
f i [7] R 55 A% Freepost No. 37
s Hong Kong

the envelope to return this Change Request Form to us.
No postage stamp necessary if posted in Hong Kong.
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IMPORTANT

The Stock Exchange of Hong Kong Limited, Hong Kong Exchanges and Clearing Limited,
Hong Kong Securities Clearing Company Limited and the Hong Kong Securities and
Futures Commission take no responsibility for the contents of this document, make no
representation as to its accuracy or completeness and expressly disclaim any liability
whatsoever for any loss howsoever arising from or in reliance upon the whole or any part
of the contents of this document.

HSBC CHINA DRAGON FUND
0 S50 v B PR A

(a Hong Kong unit trust authorised under section 104 of the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong))
(stock code: 820)

Managed by
HSBC Global Asset Management (Hong Kong) Limited

2018 INTERIM RESULTS ANNOUNCEMENT

HSBC China Dragon Fund (the “Fund”) is a unit trust constituted by the Trust Deed dated 20
June 2007 (as amended) governed by the laws of Hong Kong. The Manager of the Fund is HSBC
Global Asset Management (Hong Kong) Limited.

The board of directors of the Manager is pleased to announce the interim results of the Fund for
the period from 1 April 2018 to 30 September 2018.

The interim results of the Fund for the period from 1 April 2018 to 30 September 2018 have
been reviewed by the Fund’s Manager and Trustee. This interim results announcement of the
Fund is based on the unaudited interim report of the Fund for the period from 1 April 2018 to
30 September 2018.
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Manager’s report
Market review

For the reported period, the Fund delivered negative returns and underperformed the benchmark
MSCI China A index. Onshore Chinese equities corrected sharply during the 6-month period
ended 30 September 2018.

Equity market was highly volatile in Q2 as uncertainties around the US-China trade deal
remained which continued to weigh on market sentiment. In mid-June, US announced the final
list of tariffs on $50 billion worth of Chinese imports. China posted its retaliation measures
nearly immediately, steering market sentiment lower. Elsewhere, rising debt default rate in
China’s bond market intensified market concerns and explained part the weak market
performance. MSCI inclusion of A-share was effective in June. The inclusion has stimulated
more fund flows into the onshore equities market but did not help with market performance.
In terms of policies, PBOC announced in April the RRR for Yuan deposit will be cut by 1%.
However, the positive impact to the market was short-lived. The long-awaited new asset
management regulation was finalized also in April, removing some overhang in the market.

US-China trade tension remained the key overhang to equity market in Q3 this year. On July
6, US’s $34bn worth of tariffs against China took effect. On July 11, US unveiled another
US$200bn Chinese imports that are subject to 10% tariff that could take effect in September
to October. The heightened trade tension has also led to increased concerns on China’s economic
growth outlook, which in turn has depressed RMB. CNYUSD depreciated by 3.5% in Q3, after
depreciating 5% in Q2. August is the peak earnings season in Hong Kong stock market. MSCI
China registered an earnings growth of 21% in 1H18, accelerated from 2017’s 19%. Despite
the solid growth, market did not react positively as the previous over-tightening measures has
led to rising financial costs and weaker demand, which dampened the growth outlook for 2H18.
In light of rising external uncertainties, government policies have turned more pro-growth
during the quarter to support the economy. Intensive easing and stimulus policies/guidelines
have been announced in recent months (to boost infrastructure investment, to cut tax for
households and corporates, to stimulate consumer spending, to cut import tariffs, etc.) to mitigate
trade war impact.

Despite the pro-growth policies, macro data remained lackluster during the period as it is
expected to take several months until the positive effects from the favourable policies to kick
into the real economy and reflect in macro data. During the 6 months ended 30 September
2018, PPI continued to expand, but growth in profits of industrial enterprise slowed, especially
in Q3 to below 20%. FAI growth continued to moderate as well, mainly dragged by infrastructure
FAL
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Outlook

The lingering concerns on US-China trade war continue to depress equity market performance.
CSI 300 has declined by more than 25% from January peak (up to mid-October), and is trading
on 10x 1-yr forward PE, below its long-term historical average of about 12.5x. We believe the
market i1s biased towards and has reflected a further escalation in trade war. In our view, the
current valuation looks highly appealing. With policies turned more pro-growth since July, we
are not too concerned on the domestic side for the coming quarters. Intensive easing and stimulus
policies/guidelines such as the boost of infrastructure investment, tax cut for households and
corporates, and import tariffs cut were announced in recent months to mitigate trade war impact
and accelerate reforms. We continue to expect policy makers to flexibly adjust policies as needed
and maintain an easing bias in general, to avoid any sharp slowdown in growth. Ongoing supply-
side and SOE reforms, in addition to a further opening up of capital/financial markets is helping
to support the Chinese economy and equity market as well. On the liquidity front, as CPI remains
reasonably low globally, liquidity should be quite supportive to the equity market. Lifting of
A-share inclusion factor in 2019 shall also support fund flows in the A-share market. We believe
given the underlying strength of the economy, the availability of policy options for the government
to stimulate growth, and the attractive valuation after the corrections, the onshore Chinese equity
market warrants a recovery in the remaining of 2018.
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Interim statement of assets and liabilities (unaudited)
As at 30 September 2018

30 September 31 March
Note 2018 2018
(Unaudited) (Audited)
HK$ HK$
Assets
Investments at fair value through profit or
loss 7,12 740,016,037 1,137,231,379
Other receivables 8(c) 1,286,580 986,820
Cash and cash equivalents 8(d) 18,073,876 40,759,200
Total assets 759,376,493 1,178,977,399
Liabilities
Accrued expenses and other payables 8(a), (b) & (¢) 3,871,565 3,662,948
Total liabilities 3,871,565 . 3,062,948
Net assets attributable to unitholders 755,504,928 1,175,314,451
Representing:
Total equity 755,504,928  1,175,314,451
Number of units in issue 10 68,751,443 85,939,223
Net asset value per unit 10.99 13.68
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Interim statement of comprehensive income (unaudited)

For the six months ended 30 September 2018

Dividend income

Interest income on deposits

Net (losses)/gains from investments
Net foreign exchange (loss)/gain
Other income

Net investment (loss)/income

Management fees
Transaction costs

Trustee’s fees

Custodian fees

Auditor’s remuneration
Legal and professional fees
Other operating expenses

Operating expenses

(Loss)/profit before taxation

Taxation

(Decrease)/increase in net assets attributable to
unitholders and total comprehensive income

for the period

Note

4, 8(d)
5

8(b), 14

8(a)

8(b)
8(c)

Six months ended

30 September 30 September
2018 2017
(Unaudited) (Unaudited)
HK$ HK$
23,846,666 23,051,287
103,770 43,679
(221,151,257 152,320,716
(2,988,526) 455,265
343,756 1,672,720
. (199.845.591) 177,543,667
(7,427,174) (9,769,256)
(1,366,706) (1,323,289)
(443,137) (637,131)
(579,696) (520,809)
(156,189) (49,863)
(1,405,796) (781,222)
(1,194,181) (254,480)
______ (12,572,879) ___ (13,336,050)
(212,418,470) 164,207,617
(2,340,838) (2,243,466)
(214,759,308) 161,964,151

Interim statement of changes in equity (unaudited)

For the six months ended 30 September 2018

Balance at the beginning of the period

(Decrease)/increase in net assets attributable to
unitholders and total comprehensive income for

the period
Redemption of units during the period

Balance at the end of the period

Note

14

Six months ended

30 September

2018
(Unaudited)

HK$
1,175,314,451

30 September

2017
(Unaudited)

HK$
1,231,509,619

(214,759,308) 161,964,151
(205,050,215) —
755,504,928 1,393,473,770
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Interim cash flow statement (unaudited)
For the six months ended 30 September 2018

Six months ended
30 September 30 September

2018 2017
(Unaudited) (Unaudited)
HK$ HK$
Operating activities
Interest income received 103,766 45,335
Dividend income received 23,431,700 23,051,287
Management fees paid (8,031,066) (9,830,040)
Trustee’s fees paid (472,929) (672,110)
Transaction cost paid (1,366,706) (1,323,289)
Tax paid (2,340,838) (2,243,466)
Proceeds from sales of investments 476,725,160 375,958,395
Payments for purchases of investments (300,661,075) (387,149,726)
Other operating expenses paid (3,944,526) (1,093,429)
Net cash generated from/(used in) operating activities 183,443,486 (3,257,043)
Financing activity
Payments on redemption of units (205,050,215) (264,799,578)
Net cash used in financing activity ~(205,050,215)  (264,799,578)
Net decrease in cash and cash equivalents (21,606,729) (268,056,621)
Cash and cash equivalents at the beginning of the period 40,759,200 302,578,533
Effect of foreign exchange rates changes (1,078,595) 309,463
Cash and cash equivalents at the end of the period 18,073,876 34,831,375
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Notes to the unaudited interim financial report
For the six months ended 30 September 2018

1 Background

HSBC China Dragon Fund (“the Fund”) is a closed-ended unit trust governed by its Trust Deed
dated 20 June 2007 (“the Trust Deed”), as amended. The Fund is authorised by the Hong Kong
Securities and Futures Commission (“the SFC”) under Section 104(1) of the Hong Kong
Securities and Futures Ordinance (“HKSFO”). The Fund is also listed on The Stock Exchange
of Hong Kong Limited (“the Stock Exchange”) (a subsidiary of the Hong Kong Exchanges and
Clearing Limited). The period fixed for the duration of the Fund is eighty years after the date
of inception.

The investment objective of the Fund is to achieve long-term capital growth by investing primarily
in A Shares directly through (i) the qualified foreign institutional investor (“QFII”) investment
quota of HSBC Global Asset Management (Hong Kong) Limited (“the Manager”) and
(i1) Shenzhen-Hong Kong Stock Connect and any other similar stock connect programme between
another city of the PRC and Hong Kong (“Stock Connect”); and indirectly through investment
of (i) up to 40% of its net asset value in financial derivative instruments and securities linked to
A Shares (such as CAAPs (including A Share participation certificates/notes and/or other access
products issued by third party investment banks or brokers)) and (i1) up to 40% of its net asset
value in exchange-traded funds (“ETFs”) (including synthetic ETFs) authorised by the SFC
with exposure to A Shares; provided that the Fund’s investment in a Chinese A Share access
product, being a security linked to A Shares or portfolios of A Shares which aim to replicate
synthetically the economic benefit of the relevant A Shares or portfolio of A Shares (“CAAPs”)
and ETFs (including synthetic ETFs) authorised by the SFC with exposure to A Shares will not
exceed 50% in the aggregate of its net asset value.

The Fund will not invest more than 10% of its net asset value in CAAPs issued by a single issuer;
and the Fund’s aggregate investment in (i) CAAPs shall not be more than 40% of its net asset
value and (ii) A shares through the Stock Connect shall not be more than 30% of the Fund’s net
asset value.

Under the prevailing regulations in the PRC, foreign investors can invest in the PRC A Share
market through institutions that have obtained QFII status in the PRC. The Fund itself is not a
QFII, but may invest directly in A Shares via the US$200 million QFII investment quota obtained
by the Manager.
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2 Significant accounting policies
(a) Statement of compliance

This interim financial report has been prepared in accordance with all applicable disclosure
provisions of the Rules Governing the Listing of Securities on the Stock Exchange of Hong
Kong Limited, including compliance with Hong Kong Accounting Standard (“HKAS”) 34,
Interim financial reporting, issued by the Hong Kong Institute of Certified Public Accountants
(“HKICPA”).

The interim financial report has been prepared in accordance with the same accounting policies
adopted in the annual financial statements for the year ended 31 March 2018, except for the
accounting policy changes that are expected to be reflected in the financial statements for the

year ending 31 March 2019. Details of these changes in accounting policies are set out in note
3.

The preparation of an interim financial report in conformity with HKAS 34 requires management
to make judgements, estimates and assumptions that affect the application of accounting policies
and reported amounts of assets and liabilities, income and expenses on a year to date basis.
Actual results may differ from these estimates.

The interim financial report is unaudited, but has been reviewed by KPMG in accordance with
Hong Kong Standard on Review Engagements 2410, Review of interim financial information
performed by the independent auditor of the entity, issued by the HKICPA. KPMG’s review
report to the Manager is included on page 2.

The financial information relating to the financial year ended 31 March 2018 that is included in
the interim financial report as comparative information does not constitute the Fund’s statutory
annual financial statements for that financial year but is derived from those financial statements.
The auditor has expressed an unqualified opinion on the financial statements for the year ended
31 March 2018 in their report dated 27 July 2018.

(b) Basis of preparation of the financial statements

The functional and presentation currency of the Fund is the Hong Kong dollar reflecting the fact
that the units of the Fund are issued in Hong Kong dollars.

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 management to
make judgements, estimates and assumptions that affect the application of policies and reported
amounts of assets and 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 judgements about carrying
values of assets and liabilities that are not readily apparent from other sources. Actual results
may differ from these estimates.
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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)
()

Financial instruments

Classification

(A) Policy applicable from 1 January 2018
Investments other than equity investments

Non-equity investments held by the Fund are classified into one of the following
measurement categories:

- amortised cost, if the investment is held for the collection of contractual cash flows
which represent solely payments of principal and interest (SPPI). Interest income
from the investment is calculated using the effective interest method.

- fair value through other comprehensive income (FVOCI) — recycling, if the
contractual cash flows of the investment comprise SPPI and the investment is held
within a business model whose objective is achieved by both the collection of
contractual cash flows and sale. Changes in fair value are recognised in other
comprehensive income, except for the recognition in profit or loss of expected credit
losses, interest income (calculated using the effective interest method) and foreign
exchange gains and losses. When the investment is derecognised, the amount
accumulated in other comprehensive income is recycled from equity to profit or
loss.

- fair value through profit or loss (FVTPL) if the investment does not meet the criteria
for being measured at amortised cost or FVOCI (recycling). Changes in the fair
value of the investment (including interest) are recognised in profit or loss.

An investment in equity securities is classified as FVTPL unless the equity investment is
not held for trading purposes and on initial recognition of the investment the group makes
an election to designate the investment at FVOCI (non-recycling) such that subsequent
changes in fair value are recognised in other comprehensive income. Such elections are
made on an instrument-by-instrument basis, but may only be made if the investment meets
the definition of equity from the issuer’s perspective. Where such an election is made, the
amount accumulated in other comprehensive income remains in the fair value reserve
(non-recycling) until the investment is disposed of. At the time of disposal, the amount
accumulated in the fair value reserve (non-recycling) is transferred to retained earnings.
It is not recycled through profit or loss. Dividends from an investment in equity securities,
irrespective of whether classified as at FVTPL or FVOCI (non-recycling), are recognised
in profit or loss as other income.
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The Fund classifies its investments based on both the Fund’s business model for managing
those financial assets and the contractual cash flow characteristic of the financial assets.
All investments are managed on a fair value basis in accordance with a documented
investment strategy and are acquired principally for the purposes of selling in the short
term. Accordingly, the Fund classifies all its investments, including equities and equity-
linked instruments, into financial assets at FVTPL category. Financial assets and financial
liabilities measured at amortised cost include other receivables and accrued expenses and
other payables. They meet the SPPI criterion and are held in a held-to-collect business
model. Accordingly, they continue to be measured at amortised cost under HKFRS 9.

(B) Policy applicable prior to 1 January 2018

All of the Fund’s investments were classified as financial assets at fair value through profit
or loss. This category comprised financial instruments held for trading, which were
instruments that the Fund acquired principally for the purpose of short-term profit-taking.
These included investments in equities and equity-linked instruments.

Financial assets that were classified as receivables included other receivables.

Financial liabilities that were not at FVTPL included accrued expenses and other payables.

(i1)) Recognition

The Fund recognises financial assets and financial liabilities on the date it becomes a party to
the contractual provisions of the instruments.

A regular way purchase or sale of financial assets and financial liabilities is recognised using
trade date accounting. From this date, any gains and losses arising from changes in fair value
of the financial assets or financial liabilities 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.

(ii1)) Measurement

Financial instruments are measured initially at fair value (transaction price). Transaction costs
on financial assets and financial liabilities at FVTPL are expensed immediately, while on other

financial instruments they are amortised.

Subsequent to initial recognition, all instruments classified at FVTPL are measured at fair value
with changes in their fair values recognised in the statement of comprehensive income.

Financial assets classified as receivables are carried at amortised cost using the effective interest
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.

10
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(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 Fund has access at that date. The fair
value of a liability reflects its non-performance risk.

When applicable, the Fund measures the fair value of an instrument using the quoted price in
an active market for that instrument provided such price is within the bid-ask spread. 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. In circumstances where the
quoted price is not within the bid-ask spread, the Manager will determine the points within the
bid-ask spread that are most representative of the fair value.

When there is no quoted price in an active market, the Fund uses 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 best evidence of the fair value of a financial instrument at initial recognition is normally
the transaction price — i.e. the fair value of the consideration given or received. If the Fund
determines that the fair value at initial recognition differs from the transaction price and the fair
value is evidenced neither by a quoted price in an active market for an identical asset or liability
nor based on a valuation technique that uses only data from observable markets, the financial
instrument is initially measured at fair value, adjusted to defer the difference between the fair
value at initial recognition and the transaction price. Subsequently, that difference is recognised
in profit or loss on an appropriate basis over the life of the instrument but no later than when
the valuation is supported wholly by observable market data or the transaction is closed out.

If an asset or a liability measured at fair value has a bid price and an ask price, the Fund measures
assets and long positions at a bid price and liabilities and short positions at an ask price.

Portfolios of financial assets and financial liabilities that are exposed to market risk and credit
risk that are managed by the Fund on the basis of the net exposure to either market or credit
risk, are measured on the basis of a price that would be received to sell a net long position (or
paid to transfer a net short position) for a particular risk exposure. Those portfolio-level
adjustments are allocated to the individual assets and liabilities on the basis of the relative risk
adjustment of each of the individual instruments in the portfolio.

The Fund recognises transfers between levels of the fair value hierarchy as of the end of the
reporting period during which the change has occurred.

(v) Impairment
(A) Policy applicable from 1 January 2018

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

11
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The ECL model applies to financial assets measured at amortised cost or FVOCI, except
for investments in equity instruments.

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.

(B) Policy applicable prior to 1 January 2018

Financial assets that were stated at cost or amortised cost were reviewed at each date of
the statement of assets and liabilities to determine whether there was objective evidence
of impairment. If any such indication existed, an impairment loss would be recognised in
the statement of comprehensive income as the difference between the asset’s carrying
amount and the present value of estimated future cash flows discounted at the financial
asset’s effective interest rate.

If in a subsequent period the amount of an impairment loss recognised on a financial asset
carried at amortised cost decreased and the decrease could be linked objectively to an
event occurring after the write-down, the write-down was reversed through profit or loss.

(vi) Derecognition
The Fund derecognises a financial asset 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 the
brokers are recognised as of the date the Fund commits to sell the assets.

A financial liability is derecognised when the obligation specified in the contract is discharged,
cancelled or expires.

The Fund uses the weighted average method to determine realised gains and losses to be
recognised in the statement of comprehensive income on derecognition.

(vii) Offsetting
Financial assets and liabilities are offset and the net amount is reported in the statement of assets
and liabilities when the Fund has 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.

12
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(viii) Cash and cash equivalents

Cash and cash equivalents comprise deposits with banks. Cash equivalents are short-term highly
liquid investments that are readily convertible to known amounts of cash, are subject to an
insignificant risk of changes in value, and are held for the purpose of meeting short-term cash
commitments rather than for investment or other purposes.

(d) Revenue recognition

Provided it is probable that the economic benefits will flow to the Fund and the revenue and
costs, if applicable, can be measured reliably, revenue is recognised in the statement of
comprehensive income as follows:

Interest income

Interest income is recognised in the statement of comprehensive income as it accrues, using the
effective interest method. Interest income on bank deposits is disclosed separately in the statement
of comprehensive income.

Dividend income

Dividend income from listed investments is recognised when the share price of the investment
goes ex-dividend. Dividends from other investments are recognised in the statement of
comprehensive income as dividend income when declared.

In some cases, the Fund may receive or choose to receive dividends in the form of additional
shares rather than cash. In such cases, the Fund recognises the dividend income for the amount
of the equivalent cash dividends with the corresponding debit treated as an additional investment.
(e) Expenses

All expenses are recognised in the statement of comprehensive income on an accruals basis.

() Taxation

Taxation comprises current tax and deferred tax. Current tax and movements in deferred tax
assets and liabilities are recognised in the statement of comprehensive income.

Current tax is the expected tax payable on the taxable income for the period, using tax rates
enacted or substantively enacted at the date of the statement of assets and liabilities.

Deferred tax liabilities arise from deductible and taxable temporary differences, being the
differences between the carrying amounts of assets and liabilities for financial reporting purposes
and their tax bases.

Apart from certain limited exceptions, all deferred tax liabilities, and all deferred tax assets to

the extent that is probable that future taxable profits will be available against which the asset
can be utilised, are recognised.
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(g) Translation of foreign currency
Foreign currency transactions during the period 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 the statement of assets and liabilities. Exchange gains and losses are recognised
in the statement of comprehensive income.
(h) Related parties
(a) A person, or a close member of that person’s family, is related to the Fund if that person:
(i)  has control or joint control over the Fund;
(11) has significant influence over the Fund; or
(iii)) 1is a member of the key management personnel of the Fund.

(b)  An entity is related to the Fund if any of the following conditions applies:

(1)  The entity and the Fund are members of the same group (which means that each
parent, subsidiary and fellow subsidiary is related to the others);

(1)  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);

(i11)) 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 either
the Fund or an entity related to the Fund;

(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); or

(viii) The entity, or any member of a group of which it is a part, provides key management
personnel services to the group or to the group’s 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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(i) Foreign exchange gains and losses

Foreign exchange gains and losses on financial assets and financial liabilities at FVTPL are
recognised together with other changes in the fair value. Included in the statement of
comprehensive income line item, “Net foreign exchange (loss)/gain” is net foreign exchange
gains and losses on monetary financial assets and financial liabilities other than those classified
at fair value through profit or loss.

(G) Unitsin issue

The Fund classifies financial instruments issued as financial liabilities or equity instruments in
accordance with the substance of the contractual terms of the instruments.

The Fund has one class of units in issue. Unitholders may not demand redemption of their units
in the Fund unless otherwise permitted by the Trust Deed. Upon termination of the Fund, the
unitholders are entitled to all net cash proceeds derived from the sale or realisation of the assets
of the Fund less any liabilities, in accordance with their proportionate interest in the Fund at the
date of termination. The units are classified as equity in accordance with HKAS 32.

(k) Segment reporting

An operating segment is a component of the Fund that engages in business activities from which
it may earn revenues and incur expenses, including revenues and expenses that relate to
transactions with any of the Fund’s 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 Fund is identified as the Manager.

3 Changes in accounting policies

The HKICPA has issued a number of new HKFRSs and amendments to HKFRSs that are first
effective for the current accounting period of the Fund. Of these, the following development is
relevant to the Fund’s financial statements:

. HKEFRS 9, Financial instruments

The Fund has not applied any new standard or interpretation that is not yet effective for the
current accounting period (see note 15).

HKFRS 9, Financial instruments

The Fund adopted HKFRS 9 Financial Instruments on its effective date of 1 April 2018. HKFRS
9 replaces HKAS 39, Financial instruments: recognition and measurement. It includes revised
guidance on the classification and measurement of financial instruments, a new ECL model for
calculating impairment on financial assets and hedge accounting. For an explanation of how the
Fund classifies and measures financial assets and accounts for credit losses, see note 2(c)(i) and
(v). Details of the impact are discussed below.
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(i) Classification of financial assets and financial liabilities

HKEFRS 9 categorizes financial assets into three principal classification categories: measured at
amortised cost, at FVOCI and at FVTPL. These supersede HKAS 39’s categories of held-to-
maturity investments, loans and receivables, available-for-sale financial assets and financial
assets measured at FVTPL. The classification of financial assets under HKFRS 9 is based on
the business model under which the financial asset is managed and its contractual cash flow
characteristics.

The Fund has assessed the classification of financial instruments as at the date of initial
application and has applied such classification retrospectively. Based on that assessment:

- Financial instruments previously classified as at FVTPL continue to be measured at FVTPL.

- Financial assets previously classified as loans and receivables are held to collect contractual
cash flows and give rise to cash flows representing SPPI. Therefore, such instruments
continue to be measured at amortised cost under HKFRS 9.

(i1)) Impairment of financial assets

HKEFRS 9 replaces the “incurred loss” model in HKAS 39 with a forward-looking ECL model.
It requires the Fund to record ECLs on financial assets measured at amortised cost or FVOCI,
except for investments in equity instruments. Under HKFRS 9, loss allowances are measured
either on a 12-month or lifetime basis. Given the limited exposure of the Fund to credit risk,
this amendment has not had a material impact on the financial statements. The Fund only holds
account receivables with no financing component and which have maturities of less than 12
months at amortised cost and of high credit quality. Therefore the Fund has adopted an approach
similar to the simplified approach to ECLs, and accordingly the ECLs on such assets are
determined to be small.

(iii)) Hedge accounting

The Fund does not apply hedge accounting; therefore, HKFRS 9 hedge accounting-related
changes did not have an impact on the financial statements of the Fund.

(iv) Comparative figures

Comparative figures for the year ended 31 March 2018 have not been restated. Therefore, financial
instruments in the comparative period are still accounted for in accordance with HKAS 39
Financial Instruments: Recognition and Measurement.

4 Interest income on deposits

The Fund earned all its interest income from cash and cash equivalents.
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5 Net (losses)/gains from investments

Six months ended
30 September 30 September

2018 2017
(unaudited) (unaudited)
HK$ HK$
Realised gains/(losses) 28,889,957 (11,159,555)
Unrealised (losses)/gains (250,041,214) 163,480,271

(221,151,257) 152,320,716

Gains and losses presented above exclude dividend income.
6 Taxation

No provision for Hong Kong Profits Tax has been made in the financial statements as the Fund
is exempted from taxation under section 26A (1A) of the Hong Kong Inland Revenue Ordinance.

Under the current general provisions of the PRC Corporate Income Tax Law (“CIT”) and
published tax circulars, the Fund would be subject to PRC withholding tax at the rate of 10%
in respect of its PRC sourced income earned, including capital gains realised on the sale of PRC
A Shares, B Shares and H Shares listed companies, dividend income derived from PRC A Shares,
B Shares and H Shares listed companies and interest income earned in respect of PRC bank
deposits and corporate bonds. This withholding taxation basis should apply as it is intended that
the Fund would be managed and operated in such a manner that it would not be considered a
tax resident enterprise in China or otherwise as having a taxable permanent establishment in the
PRC. The 10% withholding tax rate may be further reduced under an applicable tax treaty, which
the PRC has entered into with the jurisdiction in which the beneficial owner of the relevant
income is a resident.

The Offering Circular of the Fund gives the Manager the right to provide for withholding tax
on such gains or income and withhold the tax for the account of the Fund. On the basis of the
available information, the Manager has determined that it is appropriate to provide for PRC
taxation at the withholding tax rate of 10% on dividend income from A Shares, B Shares and H
Shares and interest income from PRC bank deposits and corporate bonds in the financial
statements.

Before 17 November 2014, the Manager had also determined that it was appropriate to provide
for PRC taxation at the withholding tax rate of 10% on realised gains on A shares.

The Manager had determined that it was also appropriate to provide for PRC taxation at the
withholding tax rate of 10% on unrealised gains on A Shares with effect from 26 July 2013.

On 14 November 2014, the Ministry of Finance, the State Administration of Taxation (“SAT”)
and the China Securities Regulatory Commission have jointly promulgated the Circular
Concerning the Temporary Exemption of the Corporate Income Tax for Gains Earned by
Qualified Foreign Institutional Investors and Renminbi Qualified Foreign Institutional Investors
from the Transfer of Domestic Shares and Other Equity Interest Investment in China (“the

Circular™).
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According to the Circular, QFIIs have been granted a temporary PRC CIT exemption on capital
gains deriving from PRC A Shares and other equity interest investments in PRC enterprises on
or after 17 November 2014. Realised capital gains generated by QFIIs prior to 17 November
2014 would remain subject to the 10% withholding tax — unless otherwise exempt under the
applicable double tax treaty.

As a result of the announcement of the Circular, the most significant change for the Fund was
the cessation of withholding 10% of unrealised gains on its investments in A Shares as deferred
tax liabilities as at 17 November 2014. The deferred tax liabilities in respect of unrealised gains
recognised on A Shares amounted to $22,547,473 as at 14 November 2014 have been released
to the Fund. The Fund also ceased withholding 10% of realised gains on its investments in A
Shares with effect from 17 November 2014.

Taxation in the interim statement of comprehensive income represents:

Six months ended

30 September 30 September
2018 2017
(unaudited) (unaudited)
HK$ HKS$
PRC dividend and interest income withholding tax 2,340,838 2,243,466
7 Investments at fair value through profit or loss
30 September 31 March
2018 2018
(unaudited) (audited)
HKS$ HKS$
Listed equities
— outside Hong Kong 728,526,536 1,092,574,068
Equity-linked instruments
— warrants 5,488,838 28,505,615
— participation note 6,000,663 16,151,696
740,016,037 1,137,231,379

8 Related party transactions

The following is a summary of significant related party transactions or transactions entered into
during the period between the Fund and the Trustee, the Manager and their Connected Persons.
Connected Persons are those as defined in the Code on Unit Trusts and Mutual Funds issued by
the SFC. All transactions during the period between the Fund and 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.
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(a) Management fees

The fee payable to the Manager is calculated at the rate of 1.5% per annum of the net asset value
of the Fund payable monthly in arrears. The management fee charged to the Fund in respect of
the period and payable at the end of the period amounted to $ 7,427,174 (for the period from 1
April 2017 to 30 September 2017: $9,769,256) and $ 838,938 (as at 31 March 2018: $1,422,830)
respectively.

The Fund has invested directly in A Shares via the US$200 million QFII investment quota
obtained by the Manager.

(b) Trustee’s fees

Until 30 June 2017, the fee payable to HSBC Institutional Trust Services (Asia) Limited (“the
Trustee”) is calculated at the rate of 0.125% per annum for the first $390 million of the net asset
value of the Fund, and 0.1% per annum thereafter. From 1 July 2017, the fee payable to the
Trustee is calculated at the rate of 0.07% per annum on the net asset value of the Fund. The
trustee fee charged to the Fund in respect of the period and payable at the end of the period
amounted to $ 443,137 (for the period from 1 April 2017 to 30 September 2017: $637,131) and
$ 54,018 (as at 31 March 2018: $ 83,810) respectively.

During the period from 1 April 2018 to 30 September 2018, no rebate was made with regards
to trustee fee paid to the Trustee. During the period from 1 April 2017 to 30 September 2017,
the Fund received a one-off rebate on trustee fees from the Trustee amounting to $1,672,720.

(c¢) Custodian fee and deposit placed with Custodian

The custodian fee is calculated at the rate of 0.1% per annum of the net asset value of the assets
held by the QFII custodian as determined by the QFII custodian (based on the actual number
of calendar days in a year). The custodian fee charged to the Fund in respect of the period and
payable at the end of the period amounted to $ 579,696 (for the period from 1 April 2017 to 30
September 2017: $520,809) and $ 13,983 (as at 31 March 2018: $22,495) respectively.

A minimum clearing reserve is required to be held with the QFII custodian. As at 30 September
2018, the Fund had $ 871,596 (as at 31 March 2018: $986,805) deposit held with the QFII
custodian.

(d) Bank balances

Bank accounts are maintained with The Hong Kong and Shanghai Banking Corporation Limited,
which is a member of the HSBC Group, and Bank of Communication Co Ltd, the QFII custodian
of the Fund. The bank balances held as at 30 September 2018 amounted to $8,312,835 and
$9,761,041 respectively (as at 31 March 2018: $13,133,590 and $27,625,610 respectively).
During the period, interest earned from HSBC Hong Kong and Bank of Communications Co.
Ltd. amounted to $68,534 and $35,236 respectively (for the period from 1 April 2017 to 30
September 2017: $2,295 and $41,384 respectively).

19



HSBC China Dragon Fund
2018 Interim Results Announcement

(e) Inits purchases and sales of investments, the Fund utilises the brokerage services of The
Hongkong and Shanghai Banking Corporation Limited, which is a member of the HSBC
Group. Details of transactions effected through these company are as follows:

Six months ended

The Hong Kong and Shanghai Banking Corporation

Limited

Commission paid for the period
Average rate of commission

Total aggregate value of such transactions for the period

Percentage of such transactions in value to total

transactions for the period

30 September 30 September
2018 2017
(unaudited) (unaudited)
HK$ HK$

13,175 19,301

0.05% 0.08%
24,998,255 24,125,796
3.32% 3.07%

The figures for commission paid do not include any trading margin which may be reflected in
the market price of transactions with this entity on any transactions by the Fund during the

period.

(f)  As at 30 September 2018, The Hongkong and Shanghai Banking Corporation Limited
held 42,493 units (as at 31 March 2018: 42,493 units) of the Fund. As at 31 March 2018
and 30 September 2018, HSBC International Trustee Limited held units of the Fund for
its clients on a discretionary basis, part of the units were redeemed during the 6 months
ended 30 September 2018 (for the period from 1 April 2017 to 30 September 2017: Nil).
Both entities are members of the HSBC Group.

9 Soft dollar practices

The Manager has entered into soft dollar commission arrangements with brokers under which
certain goods and services used to support investment decision making. The Manager did not
make direct payment for these services but transacted an agreed amount of business with the
brokers on behalf of the Fund. Commission was paid from the Fund on these transactions.

10  Units in issue

Number of units in issue brought forward
Units redeemed during the period

Number of units in issue carried forward

Six months ended

30 September 30 September
2018 2017
(unaudited) (unaudited)
85,939,223 107,423,977
(17,187,780) —
68,751,443 107,423,977
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The Fund is a closed-ended unit trust. Apart from the recurring redemption offer as discussed
in note 14, the Fund did not have subscription and redemption of units during the period from
1 April 2018 to 30 September 2018 and the year ended 31 March 2018.

11 Financial instruments and associated risks

The Fund maintains investment portfolio in a variety of financial instruments as dictated by its
investment management strategy.

The investment objective of the Fund is to achieve long-term capital growth by investing primarily
in A Shares directly through (i) the QFII investment quota of the Manager and (ii) Stock Connect;
and indirectly through investment of (i) up to 40% of its net asset value in financial derivative
instruments and securities linked to A Shares (such as CAAPs (including A Share participation
certificates/notes and/or other access products issued by third party investment banks or brokers))
and (i1) up to 40% of its net asset value in ETFs (including synthetic ETFs) authorized by the
SFC with exposure to A Shares; provided that the Fund’s investment in CAAPs and ETFs
(including synthetic ETFs) authorized by the SFC with exposure to A Shares will not exceed
50% in the aggregate of its net asset value.

The Fund will not invest more than 10% of its net asset value in CAAPs issued by a single issuer;
and the Fund’s aggregate investment in (i) CAAPs shall not be more than 40% of its net asset
value and (ii) A Shares through the Stock Connect shall not be more than 30% of the Fund’s net
asset value.

The risk exposures inherent in the Fund as at 30 September 2018 are summarized below. Details
of such investments held as at 30 September 2018 are shown in the investment portfolio.

The Fund’s investing activities expose it to various types of risks that are associated with the
financial instruments and markets in which it invests. The Manager and the Trustee have set out
below the most important types of financial risks inherent in each type of financial instruments.
The Manager and the Trustee 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 Fund.

Investors should note that additional information in respect of risks associated with investment
in the Fund can be found in the Fund’s offering document.

During the period, the Manager invested in financial instruments which the Manager considered
are commensurate with the risk level of the Fund in accordance with its investment objective.

The nature and extent of the financial instruments outstanding at the date of the statement of

assets and liabilities and the risk management policies employed by the Fund are discussed
below.
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(a) Market risk
(1)  Price risk

Price risk is the risk that value of the instrument will fluctuate as a result of changes in market
prices, whether caused by factors specific to an individual investment, its issuer or all factors
affecting all instruments traded in the market.

The Fund is exposed to price risk arising from changes in the market prices of its investment
assets. Price risk is managed by a diversified portfolio of investments across different industries
in accordance with the investment objective of the Fund.

Price sensitivity
The impact on a 15% (31 March 2018: 15%) increase in value of the investments as at 30
September 2018, with all other variables held constant, is shown below. An equal change in the

opposite direction would have reduced the net assets attributable to unitholders by an
approximately equal but opposite amount.

30 September 2018 (unaudited) 31 March 2018 (audited)

Effect on Effect on
net assets net assets
% of attributable % of attributable
total net Change to the total net Change to the
assets in price unitholders assets inprice unitholders
% HK$ %o HK$
Investment assets
Listed equities:
— outside Hong Kong 96.43 15 109,278,980 92.96 15 163,886,110
Equity-linked instruments:
— warrants 0.73 15 823,326 243 15 4,275,842
— participation note 0.79 15 900,099 1.37 15 2,422,754
97.95 111,002,405 96.76 170,584,706

(i1)) Interest rate risk

Interest rate risk arises from changes in interest rates which may affect the value of debt instruments
and therefore result in potential gain or loss to the Fund. As at the end of the reporting period, the
Fund’s exposure to interest rate risk is considered relatively low as the Fund’s financial instruments
were predominantly non-interest bearing. The Fund’s interest rate risk is managed on an ongoing
basis by the Manager.

Except for the bank deposits, the Fund did not hold any interest-bearing assets as at 30 September

2018 and 31 March 2018, therefore the Manager considers the Fund is not subject to significant
interest rate risk. No sensitivity analysis is performed for 30 September 2018 and 31 March 2018.
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(iii) Currency risk

The Fund may invest in financial investments and enter into transactions denominated in currencies
other than its functional currency. Consequently, the Fund is exposed to risks that the exchange
rate of its functional currency relative to other foreign currencies may change in a manner that has
an adverse effect on the value of that portion of the Fund’s assets or liabilities denominated in
currencies other than the Hong Kong dollar (“HKD”).

The fluctuations in the rate of exchange between the currency in which the asset or liability is
denominated and the functional currency could result in an appreciation or depreciation in the fair
value of that asset or liability. The Manager may attempt to mitigate this risk by using financial
derivative instruments.

In accordance with the Fund’s policy, the Manager monitors the Fund’s currency exposure on an
ongoing basis.

At the date of statement of assets and liabilities the Fund had the following exposure (in HKD
equivalent):

Assets Liabilities = Net exposure
HK$ HK$ HKS$
30 September 2018 (unaudited)
Renminbi 740,488,450 — 740,488,450
31 March 2018 (audited)
Renminbi 1,121,363,564 - 1,121,363,564

Amounts in the above table are based on the carrying value of the assets and liabilities.
Currency sensitivity

As the HKD is pegged to the United States dollar (“USD”), the Fund does not expect any
significant movements in USD/HKD exchange rate. During the period ended 30 September
2018, the HKD strengthened in relation to the Renminbi by approximately 9% (as at 31 March
2018: strengthened by approximately 11%). At 30 September 2018, had the HKD further
strengthen in relation to the Renminbi by 9% (as at 31 March 2018: strengthened by 11%), with
all other variables held constant, net assets attributable to unitholders would have decreased by
the amounts shown in the following table.
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HK$
30 September 2018 (unaudited)
Renminbi (66,643,960)
31 March 2018 (audited)
Renminbi (123,349,992)

A 9% weakening of the HKD (as at 31 March 2018: weakened by 11%) against the above
currency would have resulted in an approximately equal but opposite effect on the basis that all
other variables remain constant. The analysis is performed on the same basis for 31 March 2018.

(b) Credit risk

Credit risk is the risk that a counterparty to a financial instrument will fail to discharge an
obligation or commitment that it has entered into with the Fund. The Fund’s exposure to credit
risk is monitored by the Manager on an ongoing basis. At 30 September 2018, all of the Fund’s
financial assets were exposed to 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 credit quality of the brokers used.

The Fund invests in A Shares via the QFII investment quota obtained by the Manager. These
investments are held in a segregated account with Bank of Communications Co. Ltd (the “QFII
custodian”) on behalf of the Fund. Substantially all of the assets of the Fund are held by the
Trustee or the QFII custodian. Bankruptcy or insolvency of the Trustee or the QFII custodian
may cause the Fund’s rights with respect to securities held by the Trustee or the QFII custodian
to be delayed or limited. There were no investments in debt securities as at 30 September 2018
and 31 March 2018.

The majority of the cash held by the Fund is deposited with Bank of Communications Co., Ltd.
and The Hongkong and Shanghai Banking Corporation Limited (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 Fund monitors the credit rating of the banks on an
ongoing basis.

The Fund invests in over-the-counter equity-linked instruments, which expose the Fund to the
risk that the counterparties to the financial instruments might default on their obligations to the

Fund. The Manager considers the risk to be insignificant.

The carrying amounts of financial assets best represent the maximum credit risk exposure at the
date of the statement of assets and liabilities.

At both 30 September 2018 and 31 March 2018, there were no significant concentrations of
credit risk to counterparties except to the Trustee, the QFII custodian and the banks.
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The Manager considers that none of these assets are impaired nor past due at the end of the
reporting period.

(¢) Liquidity risk

Liquidity risk is the risk that the Fund 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 Fund.

The Fund’s policy to manage liquidity is to have sufficient liquidity to meet its liability without
incurring undue losses or risking damage to the Fund’s reputation.

As at 30 September 2018 and 31 March 2018, the Fund’s listed equity and equity-linked
instruments investment are considered to be readily realizable under normal market conditions
as they are all listed on stock exchange in Hong Kong or the PRC.

The Fund has one class of units in issue which is not redeemable by the unitholders excepted
as per permitted under the Trust Deed. All financial liabilities have contractual maturities of less
than three months at both 30 September 2018 and 31 March 2018, there were no significant
exposures to liquidity risk for the Fund.

(d) Capital management

At 30 September 2018, the Fund had $ 755,504,928 (as at 31 March 2018: $1,175,314,451) of
capital classified as equity.

The Fund’s objective in managing the capital is to ensure a stable and strong base to maximise
returns to all investors. The Manager manages the capital of the Fund in accordance with the
Fund’s investment objectives and policies stated in the Trust Deed.

There were no changes in the policies and procedures during the period with respect to the
Fund’s approach to its capital management.

The Fund is not subject to externally imposed capital requirements.

During the period, no distributions were made to the unitholders of the Fund.

12 Fair value information

The Fund’s financial instruments are measured at fair value on the date of 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. Usually, fair values can be reliably
determined within a reasonable range of estimates. For certain other financial instruments,

including other receivables and accrued expenses and other payables, the carrying amounts
approximate fair values due to the immediate or short-term nature of these financial instruments.
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Valuation of financial instruments

The Fund’s accounting policy on fair value measurements is detailed in significant accounting
policy in note 2(c)(iv).

The Fund measures fair values using the three levels of fair value hierarchy defined in HKFRS
7, Financial instruments: Disclosures, with the fair value of each financial instrument categorised
in its entirety based on the lowest level of input that is significant to that fair value measurement.
The levels are defined as follows:

- Level 1: Quoted market prices (unadjusted) in active markets for identical instruments.

- Level 2: Valuation techniques based on observable inputs, either directly (i.e. as prices)
or indirectly (i.e. derived from prices). This category includes instruments valued using:
quoted market prices 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 where all significant inputs are directly or indirectly observable from market
data.

- Level 3: Valuation techniques using significant unobservable inputs.

The fair values of financial assets and financial liabilities that are traded in active markets, such
as equities, bonds and warrants which are listed on recognised stock exchanges or have daily
quoted prices are based on quoted market prices or dealer price quotations. For all other financial
instruments, the Fund determines fair value using valuation techniques.

The Fund uses widely recognised valuation models for determining the fair value of financial
instruments which do not have quoted market prices in an active market. Valuation techniques
include comparison to quoted prices for identical instruments that are considered less than active
and other valuation models.

The following analyses financial instruments measured at fair value at the date of the statement

of assets and liabilities by the level in the fair value hierarchy into which the fair value
measurement is categorised.

30 September 2018 (unaudited)

Level 1 Level 2 Level 3 Total

HK$ HK$ HK$ HK$

Listed equities 728,526,536 - - 728,526,536
Equity-linked instruments - 11,489,501 - 11,489,501
728,526,536 11,489,501 - 740,016,037
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31 March 2018 (audited)
Level 1 Level 2 Level 3 Total
HK$ HK$ HK$ HK$
Listed equities 1,092,574,068 - - 1,092,574,068
Equity-linked instruments - 44,657,311 - 44,657,311

1,092,574,068 44,657,311 1,137,231,379

For all other financial instruments, their carrying amounts approximate fair value due to the
intermediate or short-term nature of these financial instruments.

As at 30 September 2018 and 31 March 2018, the Fund did not hold any level 3 financial
instruments.

During the period/year ended 30 September 2018 and 31 March 2018, there were no transfers
between levels.

13  Segment information

The Manager makes the strategic resource allocation on behalf of the Fund and has determined
the operating segments based on the internal reports reviewed which are used to make strategic
decisions.

The Manager’s asset allocation decisions are based on one single and integrated investment
strategy and the Fund’s performance is evaluated on an overall basis. Accordingly, the Manager
considers that the Fund has one single operating segment which is investing in a portfolio of
financial instruments to generate investment returns in accordance with the investment objective
stipulated in the offering circular of the Fund. There were no changes in the operating segment
during the period.

The segment information provided to the Manager is the same as that disclosed in the interim
statement of comprehensive income and statement of assets and liabilities. The Fund is domiciled
in Hong Kong.

14 Redemption of units under the Recurring Redemption Offer

For the six months ended 30 September 2018, the Manager offered a right to the unitholders to
redeem the whole or a part of their units on a recurring redemption basis (“the Recurring
Redemption Offer”). On 24 July 2018, 17,187,780 units, representing 20% of the total outstanding
number of units as at 23 July 2018, were redeemed at a total amount of $205,050,215. A
redemption levy of $0.02 per unit was charged and deducted from the redemption price and
retained by the Fund. The redeemed units were then cancelled.

There were no units redeemed during the six months ended 30 September 2017.
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15  Possible impact of amendments, new standards and interpretations issued but not
yet effective for the six months ended 30 September 2018

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 period ended
30 September 2018 and which have not been adopted in these financial statements. These include
the following which may be relevant to the Fund.

Effective for
accounting periods
beginning on or after

HK (IFRIC) 23, Uncertainty over income tax treatments 1 January 2019
Annual Improvements to HKFRSs 2015-2017 Cycle 1 January 2019

The Fund is in the process of making an assessment of what the impact of these amendments,
new standards and interpretations is expected to be in the period of initial application. So far it
has concluded that the adoption is unlikely to have a significant impact on the Fund’s financial
statements.
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Investment portfolio (unaudited)

As at 30 September 2018
HSBC China Dragon Fund
% of total
net assets
attributable
Holdings ~ Market value to unitholders
HKS$
Equities
Listed investments
The People’s Republic of China
Agricultural Bank of China - A Share 7,033,356 31,034,649 4.11
Agricultural Bank of China Ltd 891,500 3,936,714 0.52
Angel Yeast Co Ltd 432,833 14,511,101 1.92
Anhui Conch Cement Co Ltd — A Share 949,044 39,696,350 5.25
Anzheng Fashion Group Co Ltd 794,879 11,136,898 1.47
Bank of China Ltd — A Share 7,485,300 31,581,709 4.18
Bank of Nanjing Co Ltd - A Share 2,032,310 17,657,769 2.34
Bank of Ningbo Co Ltd - A Share 391,503 7,902,890 1.05
China Fortune Land Development Co Ltd — A Share 513,700 14,791,962 1.96
China Gezhouba Group Co Ltd - A Share 2,216,900 18,353,969 243
China International Travel Service Corp Ltd — A Share 457,558 35,389,256 4.68
China Merchants Bank 142,400 4,972,172 0.66
China Merchants Bank Company Limited A Shares 197,900 6,904,841 0.91
China Merchants Shekou Industrial Zone Holdings Co Ltd — A Share 1,370,964 29,124,296 3.86
China Petroleum & Chemical Corp — A Share 3,186,742 25,803,547 342
China Railway Construction Corp — A Share 1,309,352 16,588,003 220
China Yangtze Power Company Limited — A Shares 808,835 15,066,985 1.99
Foshan Nationstar Optoelectronics Co Ltd 1,117,875 15,522,491 2.05
Guangdong Provincial Expressway Development Co Ltd — A Share 2,315,840 20,331,918 2.69
Guangxi Liugong Machinery Co Ltd — A Share 590,200 7,329,500 0.97
Guotai Junan Securities Co Ltd — A Share 1,018,700 17,354,441 2.30
Hand Enterprise Solutions — A Share 939,100 11,811,892 1.56
Hangzhou Hikvision Digital Technology Co Ltd - A Share 170,371 5,572,669 0.74
HDGF 946,400 0,942,037 0.92
Huatai Securities Co Ltd 162,200 2,905,604 0.38
Huatai Securities Co Ltd — A Share 1,491,706 26,701,796 3.53
HUAYU Automotive Systems Co Ltd 233,294 5,971,368 0.79
HUAYU Automotive Systems Co Ltd — A Share 392,185 10,030,739 1.33
Hubei Hongcheng General Machinery Co Ltd — A Share 111,756 31,867,578 4.22
Jiangsu Hengrui Medicine C - A Share 563,836 40,710,894 5.39
Jiangsu Hengshun Vinegar I - A Share 1,149,990 15,026,803 1.99
Kweichow Moutai Co Ltd — A Share 47,865 39,736,850 5.26
Luxshare Precision Industry Co Ltd — A Share 371,789 6,515,559 0.86
O-Film Tech Co Ltd - A Share 548,400 8,406,977 1.11
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Equity (continued)
Listed investments (continued)
The People’s Republic of China (continued)

Ping An Bank Co Ltd - A Share

Ping An Insurance Group Co of Ltd - A Share

Qingdao Haier Co Ltd - A Share

SAIC Motor Corp Ltd - A Share

Shan Dong Sun Paper Industry Joint Stock Co Ltd — A Share
Shandong Minhe Animal Husbandry Co - A Share

Zhejiang Jingsheng Mechani — A Shares

Equities (Total)

Equity-linked instruments
Listed investments

CICC (Hangzhou Hikvision) WTS 12 September 2019

Unlisted but quoted investment

CICC Financial Trading (SC MTR LTD) PN 15 December 2018

Equity-linked instruments (Total)

Total investments (Total cost of investments: $721,356,324)
Other net assets

Total net assets attributable to unitholders
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HSBC China Dragon Fund
% of total
net assets
attributable
Holdings ~ Market value to unitholders

HK$

2,078,645 26,121,320 3.46
553,700 43,127,491 51
925,810 17,382,869 2.30
110,300 4,174,566 0.55
3,283,714 28,530,619 378
479,000 6,094,835 0.89
415,200 5,302,609 0.70
128526536 943
167,935 5,488,838 0.73
_____ 2488838 073
158,549 6,000,663 0.79
6,000,663 0.79
A0 132
740,016,037 97.95
15,488,891 2.05
755,504,928 100.00
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Statement of movements in portfolio holdings (unaudited)
For the period ended 30 September 2018

% of total net assets
attributable to unitholders
30 September 31 March

2018 2018

Listed investments
Equities 96.43 92.96
Equity-linked instruments 1.52 3.80
___________ 97.95 9676
Total investments 97.95 96.76
Other net assets 2.05 3.24
Net assets attributable to unitholders 100.00 100.00

31



HSBC China Dragon Fund
2018 Interim Results Announcement

Performance table (unaudited)
For the period ended 30 September 2018

(a) Total net asset value (at bid prices)

Year/period end

31 March 2012

HK$2,757,458,558

30 September 2012 HK$1,572,628,698
31 March 2013 HK$1,752,201,348
30 September 2013 HK$1,829,061,200
31 March 2014 HK$1,628,843,669
30 September 2014 HK$1,810,797,968
31 March 2015 HK$2,855,917,483
30 September 2015 HK$2,197,233,482
31 March 2016 HK$1,787,843,955
30 September 2016 HK$1,475,924,353
31 March 2017 HK$1,231,509,619
30 September 2017 HK$1,393,473,770
31 March 2018 HK$1,175,314,451
30 September 2018 HK$755,504,928
(b) Total net asset value per unit (at bid prices)

Year/period end

31 March 2012 HK$7.89
30 September 2012 HK$7.50
31 March 2013 HK$8.35
30 September 2013 HK$8.72
31 March 2014 HK$7.76
30 September 2014 HK$8.63
31 March 2015 HK$13.61
30 September 2015 HK$10.47
31 March 2016 HK$10.65
30 September 2016 HK$10.99
31 March 2017 HK$11.46
30 September 2017 HK$12.97
31 March 2018 HK$13.68
30 September 2018 HK$10.99
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(c)  Price record (Dealing NAV)

The Fund is a closed-ended fund listed on The Stock Exchange of Hong Kong Limited and no
unitholders may demand redemption of their units. In general, closed-ended funds may trade
on the exchange at a discount or at a premium to their net asset value. There is no assurance that
the units will be traded at a price that is equal to the net asset value. As the market price of the
units may be determined by factors such as the net asset value and market supply and demand
for the units, there is a risk that the units will be traded at a discount to its net asset value. In
times of market disruption or when there is an insufficient number of buyers and/or sellers of
the units, the bid/ask spread of the market price of the units may widen significantly. During the
year ended 31 March 2013, the Manager offered a right to the unitholders to redeem not more
than 40% of the aggregate number of units in issue. For the six months ended 30 September
2016, the Manager offered a right to the unitholders to redeem not more than 20% of the aggregate
number of units in issue.

Year/period Lowest Highest

HKS$ HK$
20 June 2007 (date of inception) to 31 March 2008 8.62 13.94
1 April 2008 to 30 September 2008 5.55 10.22
1 April 2008 to 31 March 2009 4.12 10.22
1 April 2009 to 30 September 2009 6.22 9.05
1 April 2009 to 31 March 2010 6.22 9.70
1 April 2010 to 30 September 2010 7.91 9.49
1 April 2010 to 31 March 2011 7.91 10.52
1 April 2011 to 30 September 2011 7.50 10.28
1 April 2011 to 31 March 2012 7.21 10.28
1 April 2012 to 30 September 2012 7.14 8.42
1 April 2012 to 31 March 2013 7.14 9.41
1 April 2013 to 30 September 2013 7.79 9.58
1 April 2013 to 31 March 2014 7.60 9.58
1 April 2014 to 30 September 2014 7.39 8.69
1 April 2014 to 31 March 2015 7.39 13.69
1 April 2015 to 30 September 2015 9.75 18.36
1 April 2015 to 31 March 2016 9.27 18.36
1 April 2016 to 30 September 2016 9.69 11.41
1 April 2016 to 31 March 2017 9.89 11.58
1 April 2017 to 30 September 2017 11.08 13.29
1 April 2017 to 31 March 2018 11.08 15.22
1 April 2018 to 30 September 2018 10.13 13.97

33



HSBC China Dragon Fund
2018 Interim Results Announcement

Issuance of Results

The unaudited interim report of the Fund for the period from 1 April 2018 to 30 September 2018
will be despatched to Unitholders on or about 30 November 2018.

Hong Kong, 27 November 2018

By Order of the Board
HSBC Global Asset Management (Hong Kong) Limited
as Manager of HSBC China Dragon Fund
Pedro BASTOS
Director of the Manager

As at the date of this notice, the board of directors of the Manager is comprised as follows: The
executive directors of the Manager are Mr. BERRY, Stuart Glenn, Mr. BOTELHO BASTOS,
Pedro Augusto, Dr. MALDONADO-CODINA, Guillermo Eduardo and Mr. TAM, Chun Pong
Stephen. The non-executive directors of the Manager are Dr. APENBRINK, Rudolf Eduard
Walter, Mr. MARTIN, Kevin Ross, and Ms. WONG, Pik Kuen Helen.
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IMPORTANT

The Stock Exchange of Hong Kong Limited, Hong Kong Exchanges and Clearing Limited, Hong Kong Securities Clearing
Company Limited and the Hong Kong Securities and Futures Commission take no responsibility for the contents of this
document, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for
any loss howsoever arising from or in reliance upon the whole or any part of the contents of this document.

HSBC CHINA DRAGON FUND
ESTBEES

a Hong Kong unit trust authorised under
section 104 of the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong)

(Stock Code: 820)
Voluntary Announcement — Fund Performance

This is a voluntary announcement made by HSBC China Dragon Fund (the “Fund”).

The following table demonstrates the gross performance of the Fund. The relevant figures are gross of fees and (if any)
net of capital gain tax provision performances calculated from internal sources; and are for indicative purpose only.
Returns would be lower once fees are deducted. The performances of the index are quoted for indicative comparison
purpose only and the index is not the benchmark of the Fund.

As at 31 October 2018:

Calendar year performance @ Cumulative
performance ©
2018 2017 2016 2015 2014 2013 6 months | 1 year
year-to-date| full year full year full year full year full year

Net asset -24.55% 28.16% -12.60% 12.64% 32.32% 1.25% -23.28% | -24.43%
value of the

Fund (gross of

fees and net of

capital gain tax

provision) @

MSCI China A | -31.52% 21.47% -18.94% 7.15% 46.91% 1.02% -26.45% | -32.29%

The following table demonstrates the net of fees performance of the Fund calculated according to the net asset value per
unit of the Fund.

As at 31 October 2018:

Calendar year performance @ Cumulative
performance ©
2018 2017 2016 2015 2014 2013 6 months | 1 year
year-to-date| full year full year full year full year full year
Net asset -25.48% 25.77% -13.04% 9.85% 30.49% -0.47% -24.18% | -25.71%
value of the
Fund (net of
fees)®
As at 31 October 2018:
Net asset value per unit of the Fund: HK$10.00
Closing price of the Fund on the Stock Exchange of Hong Kong: HK$8.35
Discount / Premium to net asset value: 16.50% discount

Source: HSBC Global Asset Management (Hong Kong) Limited, data as at 31 October 2018. All performance figures are
total return figures in Hong Kong dollars.

Performance figures of the Fund are calculated according to the value of the respective underlying assets of the Fund or
the net asset value per unit of the Fund (as the case may be), and are not calculated according to the Fund’s market price
on the exchange. The Fund’s market price on the Stock Exchange of Hong Kong may be different from its net asset value
per unit.



Investment involves risk. Past performance information presented is not indicative of future performance. Please refer to
the Offering Circular of the Fund for further details including the risk factors.

Note:

1. The performance of the Fund was achieved under the following circumstances that no longer apply: the Fund
recognized an over-provision of tax as a gain in its valuation and resulted in an increase in the Fund’s net asset value
of around 5.13% on 13 October 2015.

2. Calendar year performance is the gain or loss of the Fund throughout a particular year.

3. Cumulative performance is the gain or loss of the Fund over certain period of time up to the relevant date.

The Fund is a close-ended fund and no investor may demand redemption of their units.

The listing of the Fund on the Stock Exchange of Hong Kong does not guarantee a liquid market and the Fund may be
delisted. The Fund’s market price on the Stock Exchange of Hong Kong may be different from its net asset value per unit.
Currency movement may affect the value of investments. Investment in emerging market involves higher risks. The Fund
mainly invests directly and indirectly in China A-shares, which are subject to specific risks and restrictions as disclosed in
the Offering Circular. The Fund differs from a typical trust and investors should read the Offering Circular for details
including the risk factors. The document has not been reviewed by the Securities and Futures Commission.

HSBC Global Asset Management (Hong Kong) Limited
Manager of HSBC China Dragon Fund
19 November 2018

As at the date of this announcement, the board of directors of the Manager is comprised as follows: The executive
directors of the Manager are Mr. BERRY, Stuart Glenn, Mr. BOTELHO BASTOS, Pedro Augusto, Dr. MALDONADO-
CODINA, Guillermo Eduardo and Mr. TAM, Chun Pong Stephen. The non-executive directors of the Manager are Dr.
APENBRINK, Rudolf Eduard Walter, Mr. MARTIN, Kevin Ross and Ms. WONG, Pik Kuen Helen.



IMPORTANT

The Stock Exchange of Hong Kong Limited, Hong Kong Exchanges and Clearing Limited, Hong Kong Securities Clearing
Company Limited and the Hong Kong Securities and Futures Commission take no responsibility for the contents of this
document, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for
any loss howsoever arising from or in reliance upon the whole or any part of the contents of this document.

HSBC CHINA DRAGON FUND
ESTBEES

a Hong Kong unit trust authorised under
section 104 of the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong)

(Stock Code: 820)
Voluntary Announcement — Fund Performance

This is a voluntary announcement made by HSBC China Dragon Fund (the “Fund”).

The following table demonstrates the gross performance of the Fund. The relevant figures are gross of fees and (if any)
net of capital gain tax provision performances calculated from internal sources; and are for indicative purpose only.
Returns would be lower once fees are deducted. The performances of the index are quoted for indicative comparison
purpose only and the index is not the benchmark of the Fund.

As at 28 September 2018:

Calendar year performance @ Cumulative
performance ©
2018 2017 2016 2015 2014 2013 6 months | 1 year
year-to-date| full year full year full year full year full year

Net asset -17.19% 28.16% -12.60% 12.64% 32.32% 1.25% -19.16% | -13.91%
value of the

Fund (gross of

fees and net of

capital gain tax

provision) @

MSCI China A | -23.94% 21.47% -18.94% 7.15% 46.91% 1.02% -22.85% | -22.69%

The following table demonstrates the net of fees performance of the Fund calculated according to the net asset value per
unit of the Fund.

As at 28 September 2018:

Calendar year performance @ Cumulative
performance @
2018 2017 2016 2015 2014 2013 6 months | 1year
year-to-date| full year full year full year full year full year
Net asset -18.11% 25.77% -13.04% 9.85% 30.49% -0.47% -19.55% | -15.33%
value of the
Fund (net of
fees)®
As at 28 September 2018:
Net asset value per unit of the Fund: HK$10.99
Closing price of the Fund on the Stock Exchange of Hong Kong: HK$8.72
Discount / Premium to net asset value: 20.66% discount

Source: HSBC Global Asset Management (Hong Kong) Limited, data as at 28 September 2018. All performance figures
are total return figures in Hong Kong dollars.

Performance figures of the Fund are calculated according to the value of the respective underlying assets of the Fund or
the net asset value per unit of the Fund (as the case may be), and are not calculated according to the Fund’s market price
on the exchange. The Fund’s market price on the Stock Exchange of Hong Kong may be different from its net asset value
per unit.



Investment involves risk. Past performance information presented is not indicative of future performance. Please refer to
the Offering Circular of the Fund for further details including the risk factors.

Note:

1. The performance of the Fund was achieved under the following circumstances that no longer apply: the Fund
recognized an over-provision of tax as a gain in its valuation and resulted in an increase in the Fund’s net asset value
of around 5.13% on 13 October 2015.

2. Calendar year performance is the gain or loss of the Fund throughout a particular year.

3. Cumulative performance is the gain or loss of the Fund over certain period of time up to the relevant date.

The Fund is a close-ended fund and no investor may demand redemption of their units.

The listing of the Fund on the Stock Exchange of Hong Kong does not guarantee a liquid market and the Fund may be
delisted. The Fund’s market price on the Stock Exchange of Hong Kong may be different from its net asset value per unit.
Currency movement may affect the value of investments. Investment in emerging market involves higher risks. The Fund
mainly invests directly and indirectly in China A-shares, which are subject to specific risks and restrictions as disclosed in
the Offering Circular. The Fund differs from a typical trust and investors should read the Offering Circular for details
including the risk factors. The document has not been reviewed by the Securities and Futures Commission.

HSBC Global Asset Management (Hong Kong) Limited
Manager of HSBC China Dragon Fund
22 October 2018

As at the date of this announcement, the board of directors of the Manager is comprised as follows: The executive
directors of the Manager are Mr. BERRY, Stuart Glenn, Mr. BOTELHO BASTOS, Pedro Augusto, Dr. MALDONADO-
CODINA, Guillermo Eduardo and Mr. TAM, Chun Pong Stephen. The non-executive directors of the Manager are Dr.
APENBRINK, Rudolf Eduard Walter, Mr. MARTIN, Kevin Ross and Ms. WONG, Pik Kuen Helen.



IMPORTANT

The Stock Exchange of Hong Kong Limited, Hong Kong Exchanges and Clearing Limited, Hong Kong Securities Clearing
Company Limited and the Hong Kong Securities and Futures Commission take no responsibility for the contents of this
document, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for
any loss howsoever arising from or in reliance upon the whole or any part of the contents of this document.

HSBC CHINA DRAGON FUND
ESTBEES

a Hong Kong unit trust authorised under
section 104 of the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong)

(Stock Code: 820)
Voluntary Announcement — Fund Performance

This is a voluntary announcement made by HSBC China Dragon Fund (the “Fund”).

The following table demonstrates the gross performance of the Fund. The relevant figures are gross of fees and (if any)
net of capital gain tax provision performances calculated from internal sources; and are for indicative purpose only.
Returns would be lower once fees are deducted. The performances of the index are quoted for indicative comparison
purpose only and the index is not the benchmark of the Fund.

As at 31 August 2018:

Calendar year performance @ Cumulative
performance ©®
2018 2017 2016 2015 2014 2013 6 months | 1 year
year-to-date| full year full year full year full year full year

Net asset -18.13% 28.16% -12.60% 12.64% 32.32% 1.25% -22.31% | -14.92%
value of the

Fund (gross of

fees and net of

capital gain tax

provision) @

MSCI China A | -25.11% 21.47% -18.94% 7.15% 46.91% 1.02% -25.39% | -23.68%

The following table demonstrates the net of fees performance of the Fund calculated according to the net asset value per
unit of the Fund.

As at 31 August 2018:

Calendar year performance @ Cumulative
performance ©
2018 2017 2016 2015 2014 2013 6 months | 1 year
year-to-date| full year full year full year full year full year
Net asset -18.93% 25.77% -13.04% 9.85% 30.49% -0.47% -23.27% | -16.50%
value of the
Fund (net of
fees)®
As at 31 August 2018:
Net asset value per unit of the Fund: HK$10.88
Closing price of the Fund on the Stock Exchange of Hong Kong: HK$8.87
Discount / Premium to net asset value: 18.47% discount

Source: HSBC Global Asset Management (Hong Kong) Limited, data as at 31 August 2018. All performance figures are
total return figures in Hong Kong dollars.

Performance figures of the Fund are calculated according to the value of the respective underlying assets of the Fund or
the net asset value per unit of the Fund (as the case may be), and are not calculated according to the Fund’s market price
on the exchange. The Fund’s market price on the Stock Exchange of Hong Kong may be different from its net asset value
per unit.



Investment involves risk. Past performance information presented is not indicative of future performance. Please refer to
the Offering Circular of the Fund for further details including the risk factors.

Note:

1. The performance of the Fund was achieved under the following circumstances that no longer apply: the Fund
recognized an over-provision of tax as a gain in its valuation and resulted in an increase in the Fund’s net asset value
of around 5.13% on 13 October 2015.

2. Calendar year performance is the gain or loss of the Fund throughout a particular year.

3. Cumulative performance is the gain or loss of the Fund over certain period of time up to the relevant date.

The Fund is a close-ended fund and no investor may demand redemption of their units.

The listing of the Fund on the Stock Exchange of Hong Kong does not guarantee a liquid market and the Fund may be
delisted. The Fund’s market price on the Stock Exchange of Hong Kong may be different from its net asset value per unit.
Currency movement may affect the value of investments. Investment in emerging market involves higher risks. The Fund
mainly invests directly and indirectly in China A-shares, which are subject to specific risks and restrictions as disclosed in
the Offering Circular. The Fund differs from a typical trust and investors should read the Offering Circular for details
including the risk factors. The document has not been reviewed by the Securities and Futures Commission.

HSBC Global Asset Management (Hong Kong) Limited
Manager of HSBC China Dragon Fund
19 September 2018

As at the date of this announcement, the board of directors of the Manager is comprised as follows: The executive
directors of the Manager are Mr. BERRY, Stuart Glenn, Mr. BOTELHO BASTOS, Pedro Augusto, Dr. MALDONADO-
CODINA, Guillermo Eduardo and Mr. TAM, Chun Pong Stephen. The non-executive directors of the Manager are Dr.
APENBRINK, Rudolf Eduard Walter, Mr. MARTIN, Kevin Ross and Ms. WONG, Pik Kuen Helen.



IMPORTANT

The Stock Exchange of Hong Kong Limited, Hong Kong Exchanges and Clearing Limited, Hong Kong Securities Clearing
Company Limited and the Hong Kong Securities and Futures Commission take no responsibility for the contents of this
document, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for
any loss howsoever arising from or in reliance upon the whole or any part of the contents of this document.

HSBC CHINA DRAGON FUND
ESTBEES

a Hong Kong unit trust authorised under
section 104 of the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong)

(Stock Code: 820)
Voluntary Announcement — Fund Performance

This is a voluntary announcement made by HSBC China Dragon Fund (the “Fund”).

The following table demonstrates the gross performance of the Fund. The relevant figures are gross of fees and (if any)
net of capital gain tax provision performances calculated from internal sources; and are for indicative purpose only.
Returns would be lower once fees are deducted. The performances of the index are quoted for indicative comparison
purpose only and the index is not the benchmark of the Fund.

As at 31 July 2018:

Calendar year performance @ Cumulative
performance ©®
2018 2017 2016 2015 2014 2013 6 months | 1 year
year-to-date| full year full year full year full year full year

Net asset -12.96% 28.16% -12.60% 12.64% 32.32% 1.25% -22.39% | -6.02%
value of the

Fund (gross of

fees and net of

capital gain tax

provision) @

MSCI China A | -20.00% 21.47% -18.94% 7.15% 46.91% 1.02% -25.50% | -14.78%

The following table demonstrates the net of fees performance of the Fund calculated according to the net asset value per
unit of the Fund.

As at 31 July 2018:

Calendar year performance @ Cumulative
performance ©
2018 2017 2016 2015 2014 2013 6 months | 1 year
year-to-date| full year full year full year full year full year
Net asset -13.64% 25.77% -13.04% 9.85% 30.49% -0.47% -22.73% | -7.58%
value of the
Fund (net of
fees)®
As at 31 July 2018:
Net asset value per unit of the Fund: HK$11.59
Closing price of the Fund on the Stock Exchange of Hong Kong: HK$10.08
Discount / Premium to net asset value: 13.03% discount

Source: HSBC Global Asset Management (Hong Kong) Limited, data as at 31 July 2018. All performance figures are total
return figures in Hong Kong dollars.

Performance figures of the Fund are calculated according to the value of the respective underlying assets of the Fund or
the net asset value per unit of the Fund (as the case may be), and are not calculated according to the Fund’s market price
on the exchange. The Fund’s market price on the Stock Exchange of Hong Kong may be different from its net asset value
per unit.



Investment involves risk. Past performance information presented is not indicative of future performance. Please refer to
the Offering Circular of the Fund for further details including the risk factors.

Note:

1. The performance of the Fund was achieved under the following circumstances that no longer apply: the Fund
recognized an over-provision of tax as a gain in its valuation and resulted in an increase in the Fund’s net asset value
of around 5.13% on 13 October 2015.

2. Calendar year performance is the gain or loss of the Fund throughout a particular year.

3. Cumulative performance is the gain or loss of the Fund over certain period of time up to the relevant date.

The Fund is a close-ended fund and no investor may demand redemption of their units.

The listing of the Fund on the Stock Exchange of Hong Kong does not guarantee a liquid market and the Fund may be
delisted. The Fund’s market price on the Stock Exchange of Hong Kong may be different from its net asset value per unit.
Currency movement may affect the value of investments. Investment in emerging market involves higher risks. The Fund
mainly invests directly and indirectly in China A-shares, which are subject to specific risks and restrictions as disclosed in
the Offering Circular. The Fund differs from a typical trust and investors should read the Offering Circular for details
including the risk factors. The document has not been reviewed by the Securities and Futures Commission.

HSBC Global Asset Management (Hong Kong) Limited
Manager of HSBC China Dragon Fund
16 August 2018

As at the date of this announcement, the board of directors of the Manager is comprised as follows: The executive
directors of the Manager are Mr. BERRY, Stuart Glenn, Mr. BOTELHO BASTOS, Pedro Augusto, Dr. MALDONADO-
CODINA, Guillermo Eduardo and Mr. TAM, Chun Pong Stephen. The non-executive directors of the Manager are Dr.
APENBRINK, Rudolf Eduard Walter, Mr. MARTIN, Kevin Ross and Ms. WONG, Pik Kuen Helen.
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(a Hong Kong unit trust authorised under section 104 of the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong))
(stock code: 820)

Managed by
HSBC Global Asset Management (Hong Kong) Limited

2018 ANNUAL RESULTS ANNOUNCEMENT

The Stock Exchange of Hong Kong Limited, Hong Kong Exchanges and Clearing Limited,
Hong Kong Securities Clearing Company Limited and the Hong Kong Securities and Futures
Commission take no responsibility for the contents of this document, make no representation
as to its accuracy or completeness and expressly disclaim any liability whatsoever for any
loss howsoever arising from or in reliance upon the whole or any part of the contents of this
document.

HSBC China Dragon Fund (the “Fund”) is a unit trust constituted by the Trust Deed dated 20
June 2007 (as amended) governed by the laws of Hong Kong. The Manager of the Fund is
HSBC Global Asset Management (Hong Kong) Limited.

The board of directors of the Manager is pleased to announce the annual results of the Fund
for the period from 1 April 2017 to 31 March 2018.

The annual results of the Fund for the period from 1 April 2017 to 31 March 2018 have been
reviewed by the Fund’s Manager and Trustee. This final results announcement of the Fund is
based on the audited annual report of the Fund for the period from 1 April 2017 to 31 March
2018.
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Manager’s report

Market Review

Onshore Chinese equity market had a fruitful year in 2017, driven by strong upward earnings
revision and a meaningful valuation expansion from a reasonably low base. While Moody’s
downgraded China’s sovereign rating by one notch in May, there was no significant impact
on either the equity or bond markets. On June 20th, MSCI announced the addition of 222
large-cap A-shares to its benchmarks which will be implemented in two stages, first in May
and then in Aug 2018. The MSCI inclusion of A-shares gave relevant stocks a lift in June
and added long-term upside potential for the market. Despite some turbulences such as rising
geopolitical tensions between North Korea and the U.S., downgrade of China’s credit rating
by S&P, and the new tightening measures in the property market imposed by the government
in late September, onshore Chinese equities market ended Q3 in a strong note, driven by
generally robust macro data and upward earnings revisions. Upbeat market sentiment
continued into the last quarter of 2017 where the broader onshore market recorded more than
5% gain as major economic readings such as industrial profit, PPI and consumption related
data all remain resilient.

In the first quarter of 2018, overall market sentiment weakened as robust job data in the U.S.
triggered concerns on faster rate hike by the Fed. More importantly, the US-China trade war
tension escalated since March and continued to weigh on market sentiment. Nonetheless,
economic data was still supportive as 2017 real GDP growth came in at 6.9%, compared to
6.7% yoy in 2016, marking the first uptick from previous year since 2010. Industrial profit for
the first quarter grew 11.6% yoy while PPI continued to expand.

Outlook

Rising concerns on US-China trade war and the change in global monetary policies have
led to increased volatility in equity market since 2018. That said, we do not believe such
headwinds are altering the strong economic fundamentals of China and other major
economies in the world. Looking ahead, we think both the macro and liquidity backdrop
remain favorable for Chinese equities. On the macro side, deepening of supply-side and SOE
reforms is expected to improve operating efficiency in old economy industries and SOEs.
Financial deleveraging and policy tightening are unlikely to derail growth. For new economy
industries, they will continue to benefit from the long-term economic rebalancing in China.
On the back of the sound economic environment, we remain positive on corporate earnings
growth in 2018.

On the liquidity front, as CPI remains reasonably low, we see little pressure for China to hike
rate in the near future. A-share inclusion into MSCI is also helping to attract more fund flows
into the onshore market.

We believe the recent market weakness is more of a periodic setback while our positive view
on fundamentals and the market outlook remain unchanged. Valuations also continue to look
reasonable when compared to long term averages.



HSBC China Dragon Fund
2018 Annual Results Announcement

Statement of assets and liabilities

As at 31 March 2018
2018 2017
Note HK$ HK$
Assets
Investments at fair value through profit or loss 7,12 1,137,231,379  1,195,585,628
Other receivables 8(c) 986,820 1,684,964
Cash and cash equivalents 8(d) 40,759,200 302,578,533
Total assets L1,178.971.399  |1,499,849,125
Liabilities
Redemption payable - 264,799,578
Accrued expenses and other payables 8(a), (b) & (¢) 3,662,948 3,539,928
Total liabilities 3,002,948 268,339,506
Net assets attributable to unitholders 1,175,314,451  1,231,509,619
Representing:
Total equity 1,175,314,451  1,231,509,619
Number of units in issue 10 85,939,223 107,423,977
Net asset value per unit 13.68 11.46
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Statement of comprehensive income

For the year ended 31 March 2018

2018 2017
Note HK$ HK$
Dividend income 23,051,286 30,673,741
Interest income on deposits 4, 8(d) 81,073 172,813
Net gains from investments 5 228,311,154 117,299,307
Net foreign exchange gain/(loss) 2,673,620 (3,221,286)
Other income 8(b) 2,532,111 -
Net investment income ...256,649,244 144,924,575
Management fees 8(a) (19,537,011) (23,395,359)
Transaction costs 8(e) (3,038,089) (6,504,742)
Trustee’s fees 8(b) (1,188,530) (1,715,223)
Custodian fees 8(¢c) (1,739,147) (1,505,220)
Auditor’s remuneration (734,961) (251,978)
Legal and professional fees (286,702) (679,444)
Other operating expenses (907,447) (2,046,280)
Operating expenses _(Q7431887) _(36,098.246)
Profit before taxation 229,217,357 108,826,329
Taxation 6 (2,243,467) (1,013,311)
Increase in net assets attributable to unitholders
and total comprehensive income for the year 226,973,890 107,813,018
Statement of changes in equity
For the year ended 31 March 2018
2018 2017
Note HK$ HKS$
Balance at the beginning of the year 1,231,509,619  1,787,843,955
Increase in net assets attributable to unitholders
and total comprehensive income for the year 226,973,890 107,813,018
Redemption of units during the year 14 (283,169,058)  (664,147,354)

Balance at the end of the year

1,175,314,451

1,231,509,619




Cash flow statement
For the year ended 31 March 2018

Operating activities

Interest income received

Dividend income received
Management fees paid

Trustee’s fees paid

Transaction costs paid

Tax paid

Proceeds from sales of investments
Payments for purchases of investments
Other operating expenses paid

Net cash generated from operating activities

Financing activity

Payments on redemption of units

Net cash used in financing activity

Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Effect of foreign exchange rates changes

Cash and cash equivalents at the end of the year

HSBC China Dragon Fund
2018 Annual Results Announcement

2018
HK$

82,723

23,051,286
(19,831,917)
(1,234,232)
(3,038,089)
(2,243,467)

1,021,161,020
(734,495,617)
(807,715)

2017
HK$

171,149

30,673,741
(23,859.,874)
(1,849,176)
(6,504,742)
(2,465,299)

2,061,890,467

(1,374,889,189)

(8,096,958)

(547.109.246) _ (399.347.776)
_(547,109,246) _ (399,347,776)
(264,465,254) 275,722,343
302,578,533 28,362,084
2,645,921 (1,505,894)
40,759,200 __302,578.533
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Notes to the financial statements
For the year ended 31 March 2018

1 Background

HSBC China Dragon Fund (“the Fund”) is a closed-ended unit trust governed by its Trust
Deed dated 20 June 2007 (“the Trust Deed”), as amended. The Fund is authorised by the
Hong Kong Securities and Futures Commission (“the SFC”) under Section 104(1) of the
Hong Kong Securities and Futures Ordinance (“HKSFO”). The Fund is also listed on The
Stock Exchange of Hong Kong Limited (“the Stock Exchange™) (a subsidiary of the Hong
Kong Exchanges and Clearing Limited). The period fixed for the duration of the Fund is
eighty years after the date of inception.

Pursuant to the general meeting held on 7 January 2016, an extraordinary resolution was
passed to include Shanghai-Hong Kong Stock Connect and any other similar stock connect
programme between another city of the PRC and Hong Kong (currently also include
Shenzhen-Hong Kong Stock Connect) (“Stock Connect”) into the investment objective of
the Fund. With effect from 8 January 2016, the investment objective of the Fund is to achieve
long-term capital growth by investing primarily in A Shares directly through (1) the qualified
foreign institutional investor (“QFII”) investment quota of HSBC Global Asset Management
(Hong Kong) Limited (“the Manager”) and (ii) Stock Connect; and indirectly through
investment of (i) up to 40% of its net asset value in financial derivative instruments and
securities linked to A Shares (such as CAAPs (including A Share participation certificates/
notes and/or other access products issued by third party investment banks or brokers)) and
(i1) up to 40% of its net asset value in exchange-traded funds (“ETFs”) (including synthetic
ETFs) authorised by the SFC with exposure to A Shares; provided that the Fund’s investment
in a Chinese A Share access product, being a security linked to A Shares or portfolios of A
Shares which aim to replicate synthetically the economic benefit of the relevant A Shares or
portfolio of A Shares (“CAAPs”) and ETFs (including synthetic ETFs) authorised by the SFC
with exposure to A Shares will not exceed 50% in the aggregate of its net asset value.

The Fund will not invest more than 10% of its net asset value in CAAPs issued by a single
issuer; and the Fund’s aggregate investment in (i) CAAPs shall not be more than 40% of its
net asset value and (ii) A shares through the Stock Connect shall not be more than 30% of the
Fund’s net asset value.

Under the prevailing regulations in the PRC, foreign investors can invest in the PRC A Share
market through institutions that have obtained QFII status in the PRC. The Fund itself is not
a QFII, but may invest directly in A Shares via the US$200 million QFII investment quota
obtained by the Manager.
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2 Significant accounting policies
(a) Statement of compliance

The financial statements of the Fund 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 disclosure provisions of the Trust Deed, as amended, and the relevant disclosure
requirements of the Hong Kong Code on Unit Trusts and Mutual Funds issued by the SFC. A
summary of the significant accounting policies adopted by the Fund is set out below.

The HKICPA has issued certain new and revised HKFRSs that are first effective for the
current accounting period of the Fund. 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 Fund 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 Fund is Hong Kong dollars (“HKD”)
reflecting the fact that the units of the Fund are issued in Hong Kong dollars.

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 management
to make judgements, estimates and assumptions that affect the application of policies and
reported amounts of assets and 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
judgements about carrying values of assets and liabilities that are not readily apparent from
other sources. Actual results may differ from these estimates.

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) Financial instruments

(i)  Classification

All of the Fund’s investments are classified as financial assets at fair value through profit or
loss. This category comprises financial instruments held for trading, which are instruments

that the Fund has acquired principally for the purpose of short-term profit-taking. These
include investments in equities and equity-linked instruments.
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Financial assets that are classified as receivables include other receivables.

Financial liabilities that are not at fair value through profit or loss include redemption payable
and accrued expenses and other payables.

(i1)) Recognition

The Fund recognises financial assets and financial liabilities on the date it becomes a party to
the contractual provisions of the instruments.

A regular way purchase or sale of financial assets and financial liabilities is recognised using
trade date accounting. From this date, any gains and losses arising from changes in fair value
of the financial assets or financial liabilities 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.

(iii) Measurement

Financial instruments are measured initially at fair value (transaction price). Transaction costs
on financial assets and financial liabilities at fair value through profit or loss are expensed
immediately, while on other financial instruments they are amortised.

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 the statement of
comprehensive income.

Financial assets classified as receivables are carried at amortised cost using the effective
interest method less impairment loss, if any.

Financial liabilities, other than those at fair value through profit or loss, are measured at
amortised cost using the effective interest 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 Fund has access at that date. The fair
value of a liability reflects its non-performance risk.

When applicable, the Fund measures the fair value of an instrument using the quoted price
in an active market for that instrument provided such price is within the bid-ask spread. 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. In circumstances
where the quoted price is not within the bid-ask spread, the Manager will determine the points
within the bid-ask spread that are most representative of the fair value.
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When there is no quoted price in an active market, the Fund uses 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 best evidence of the fair value of a financial instrument at initial recognition is normally
the transaction price — i.e. the fair value of the consideration given or received. If the Fund
determines that the fair value at initial recognition differs from the transaction price and the
fair value is evidenced neither by a quoted price in an active market for an identical asset
or liability nor based on a valuation technique that uses only data from observable markets,
the financial instrument is initially measured at fair value, adjusted to defer the difference
between the fair value at initial recognition and the transaction price. Subsequently, that
difference is recognised in profit or loss on an appropriate basis over the life of the instrument
but no later than when the valuation is supported wholly by observable market data or the
transaction is closed out.

If an asset or a liability measured at fair value has a bid price and an ask price, the Fund
measures assets and long positions at a bid price and liabilities and short positions at an ask
price.

Portfolios of financial assets and financial liabilities that are exposed to market risk and credit
risk that are managed by the Fund on the basis of the net exposure to either market or credit
risk, are measured on the basis of a price that would be received to sell a net long position
(or paid to transfer a net short position) for a particular risk exposure. Those portfolio-level
adjustments are allocated to the individual assets and liabilities on the basis of the relative risk
adjustment of each of the individual instruments in the portfolio.

The Fund recognises transfers between levels of the fair value hierarchy as of the end of the
reporting period during which the change has occurred.

(v) Impairment

Financial assets that are stated at cost or amortised cost are reviewed at each date of the
statement of assets and liabilities to determine whether there is objective evidence of
impairment. If any such indication exists, an impairment loss is recognised in the statement of
comprehensive income as the difference between the asset’s carrying amount and the present
value of estimated future cash flows discounted at the financial asset’s effective interest rate.

If in 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
The Fund derecognises a financial asset 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.
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Assets held for trading that are sold are derecognised and corresponding receivables from the
brokers are recognised as of the date the Fund commits to sell the assets.

A financial liability is derecognised when the obligation specified in the contract is
discharged, cancelled or expires.

The Fund uses the weighted average method to determine realised gains and losses to be
recognised in the statement of comprehensive income on derecognition.

(vii) Offsetting

Financial assets and liabilities are offset and the net amount is reported in the statement of
assets and liabilities when the Fund has 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.

(viii) Cash and cash equivalents

Cash and cash equivalents comprise deposits with banks. Cash equivalents are short-term
highly liquid investments that are readily convertible to known amounts of cash, are subject
to an insignificant risk of changes in value, and are held for the purpose of meeting short-term
cash commitments rather than for investment or other purposes.

(d) Revenue recognition

Provided it is probable that the economic benefits will flow to the Fund and the revenue
and costs, if applicable, can be measured reliably, revenue is recognised in the statement of
comprehensive income as follows:

Interest income

Interest income is recognised in the statement of comprehensive income as it accrues, using
the effective interest method. Interest income on bank deposits is disclosed separately in the
statement of comprehensive income.

Dividend income

Dividend income from listed investments is recognised when the share price of the investment
goes ex-dividend. Dividends from other investments are recognised in the statement of
comprehensive income as dividend income when declared.

In some cases, the Fund may receive or choose to receive dividends in the form of additional
shares rather than cash. In such cases, the Fund recognises the dividend income for the
amount of the equivalent cash dividends with the corresponding debit treated as an additional
investment.

10
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(e) Expenses
All expenses are recognised in the statement of comprehensive income on an accruals basis.
(f) Taxation

Taxation comprises current tax and deferred tax. Current tax and movements in deferred tax
assets and liabilities are recognised in the statement of comprehensive income.

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 the statement of assets and liabilities.

Deferred tax liabilities arise from deductible and taxable temporary differences, being the
differences between the carrying amounts of assets and liabilities for financial reporting
purposes and their tax bases.

Apart from certain limited exceptions, all deferred tax liabilities, and all deferred tax assets to
the extent that is probable that future taxable profits will be available against which the asset
can be utilised, are recognised.

(g) Translation of foreign currency

Foreign currency transactions during the year are translated into HKD at the foreign exchange
rates ruling at the transaction dates. Monetary assets and liabilities denominated in foreign
currencies are translated into HKD at the foreign exchange rates ruling at the date of the
statement of assets and liabilities. Exchange gains and losses are recognised in the statement
of comprehensive income.

(h) Related parties

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

(i)  has control or joint control over the Fund;
(11) has significant influence over the Fund; or
(iii)) 1is a member of the key management personnel of the Fund.
(b)  An entity is related to the Fund if any of the following conditions applies:

(1)  The entity and the Fund are members of the same group (which means that each
parent, subsidiary and fellow subsidiary is related to the others);

(i1) 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);

(i11)) Both entities are joint ventures of the same third party;
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(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 either
the Fund or an entity related to the Fund;

(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); or

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

(i) Foreign exchange gains and losses

Foreign exchange gains and losses on financial assets and financial liabilities at fair value
through profit or loss are recognised together with other changes in the fair value. Included in
the statement of comprehensive income line item, “Net foreign exchange gain/(loss)” is net
foreign exchange gains and losses on monetary financial assets and financial liabilities other
than those classified at fair value through profit or loss.

(G) Unitsin issue

The Fund classifies financial instruments issued as financial liabilities or equity instruments in
accordance with the substance of the contractual terms of the instruments.

The Fund has one class of units in issue which is not redeemable by the unitholders excepted
as permitted under the Trust Deed. Upon termination of the Fund, the unitholders are entitled
to all net cash proceeds derived from the sale or realisation of the assets of the Fund less
any liabilities, in accordance with their proportionate interest in the Fund at the date of
termination. The units are classified as equity in accordance with HKAS 32.

(k) Segment reporting

An operating segment is a component of the Fund that engages in business activities from
which it may earn revenues and incur expenses, including revenues and expenses that relate to
transactions with any of the Fund’s 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 Fund is identified as the Manager.

12



HSBC China Dragon Fund
2018 Annual Results Announcement

3 Changes in accounting policies

The HKICPA has issued a number of amendments to HKFRSs that are first effective for the
current accounting period of the Fund. None of these developments have had a material effect
on how the Fund’s result and financial position for the current or prior periods have been
prepared or presented. The Fund has not applied any new standard or interpretation that is not
yet effective for the current accounting period (see note 15).

4 Interest income on deposits

The Fund earned all its interest income from cash and cash equivalents.

5 Net gains from investments

2018 2017

HK$ HK$
Realised gains/(losses) 35,519,912 (18,552,483)
Unrealised gains 192,791,242 135,851,790

228,311,154 117,299,307

Gains and losses presented above exclude dividend income.
6 Taxation

No provision for Hong Kong Profits Tax has been made in the financial statements as the
Fund is exempted from taxation under section 26A (1A) of the Hong Kong Inland Revenue
Ordinance.

Under the current general provisions of the PRC Corporate Income Tax Law (“CIT”) and
published tax circulars, the Fund would be subject to PRC withholding tax at the rate of 10%
in respect of its PRC sourced income earned, including capital gains realised on the sale of
PRC A Shares, B Shares and H Shares listed companies, dividend income derived from PRC
A Shares, B Shares and H Shares listed companies and interest income earned in respect of
PRC bank deposits and corporate bonds. This withholding taxation basis should apply as it
is intended that the Fund would be managed and operated in such a manner that it would not
be considered a tax resident enterprise in China or otherwise as having a taxable permanent
establishment in the PRC. The 10% withholding tax rate may be further reduced under an
applicable tax treaty, which the PRC has entered into with the jurisdiction in which the
beneficial owner of the relevant income is a resident.

The Offering Circular of the Fund gives the Manager the right to provide for withholding tax
on such gains or income and withhold the tax for the account of the Fund. On the basis of the
available information, the Manager has determined that it is appropriate to provide for PRC
taxation at the withholding tax rate of 10% on dividend income from A Shares, B Shares and
H Shares and interest income from PRC bank deposits and corporate bonds in the financial
statements. The Manager had also determined that it is appropriate to provide for PRC
taxation at the withholding tax rate of 10% on realised gains on A shares.
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The Manager had determined that it is also appropriate to provide for PRC taxation at the
withholding tax rate of 10% on unrealised gains on A Shares with effect from 26 July 2013.

On 14 November 2014, the Ministry of Finance, the State Administration of Taxation (“SAT”)
and the China Securities Regulatory Commission have jointly promulgated the Circular
Concerning the Temporary Exemption of the Corporate Income Tax for Gains Earned by
Qualified Foreign Institutional Investors and Renminbi Qualified Foreign Institutional
Investors from the Transfer of Domestic Shares and Other Equity Interest Investment in China
(“the Circular”).

According to the Circular, QFIIs have been granted a temporary PRC CIT exemption on
capital gains deriving from PRC A Shares and other equity interest investments in PRC
enterprises on or after 17 November 2014. Realised capital gains generated by QFIIs prior
to 17 November 2014 would remain subject to the 10% withholding tax — unless otherwise
exempt under the applicable double tax treaty.

As a result of the announcement of the Circular, the most significant change for the Fund
was the cessation of withholding 10% of unrealised gains on its investments in A Shares
as deferred tax liabilities as at 17 November 2014. The deferred tax liabilities in respect of
unrealised gains recognised on A Shares amounted to $22,547,473 as at 14 November 2014
have been released to the Fund. The Fund also ceased withholding 10% of realised gains on
its investments in A Shares with effect from 17 November 2014.

Further to the Circular, the Manager has received the Notice on Tax Issues (HGSS6ST[2015]
No.2) jointly issued by the Third Branch of Shanghai Municipal Office, SAT and the Third
Branch of Shanghai Municipal Bureau of Local Taxation (“the Shanghai Tax Bureaus™) on
1 April 2015 requesting the submission of tax documents and payment of the corresponding
withholding tax by 30 September 2015 in respect of their PRC sourced income earned
(including capital gains realised on the sale of PRC A Shares and other equity interest
instruments prior to 17 November 2014). When the financial statements for the year ended 31
March 2015 were issued, the Fund and the Manager, as the QFII investment quota holder, had
appointed tax advisers and were in the process of preparing the tax filing to the Shanghai Tax
Bureau.

On 12 October 2015, the Shanghai Tax Bureau determined that the withholding tax payable
by the Fund in respect of their PRC sourced income earned (including capital gains realised
on the sale of PRC A Shares and other equity interest instruments from 17 November 2009
to 17 November 2014) was $11,030,907. The Manager considers that the tax assessment has
been concluded upon the payment and settlement of the relevant tax by the Fund with the
Shanghai Tax Bureau on 13 October 2015. Accordingly, the Fund had an over-provision of tax
of $121,553,537 as at 13 October 2015. Such overprovision has been released and recognised
as a gain resulting in an actual increase of $121,553,537 (5.13% of net asset value or $0.58
per unit of the Fund) on the net asset value of the Fund as of 13 October 2015.
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The Fund has settled its enterprise income tax liability with respect to the Fund’s investment
in CAAPs and has received tax provisions previously withheld by the brokers with respect
to certain CAAPs amounting to HK$483,404 (“Tax Refund”) on 18 May 2016. In addition,
upon the receipt of professional tax advice and consultation with the trustee of the Fund, the
Fund had an over-provision of tax of HK$14,484 (“Tax Overprovision”) with respect to such
CAAPs which had been released and recognised as a gain in the books of the Fund on 20 May
2016 resulting in an actual increase of HK$14,484 (0.00% of net asset value or HK$0.00 per
unit of the Fund) on the net asset value of the Fund as of 20 May 2016. The aggregate effect
of the Tax Refund and the Tax Overprovision resulted in an increase of HK$497,888 (0.03%
of net asset value or HK$0.00 per unit of the Fund) on the net asset value of the Fund as of 20
May 2016.

Taxation in the statement of comprehensive income represents:

2018 2017
HKS$ HK$
PRC dividend and interest income withholding tax 2,243,467 1,511,199
PRC capital gains tax — current — (497,888)
2,243,467 1,013,311
7 Investments at fair value through profit or loss
2018 2017
HKS$ HK$

Listed equities

— outside Hong Kong
Equity-linked instruments
— warrants

— participation note

8 Related party transactions

1,092,574,068

28,505,615
16,151,696

1,139,825,048

31,256,336
24,504,244

1,137,231,379

1,195,585,628

The following is a summary of significant related party transactions or transactions entered
into during the period between the Fund and the Trustee, the Manager and their Connected
Persons. Connected Persons are those as defined in the Code on Unit Trusts and Mutual Funds
issued by the SFC. All transactions during the period between the Fund and the Manager and
its 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.
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(a) Management fees

The fee payable to the Manager is calculated at the rate of 1.5% per annum of the net asset
value of the Fund payable monthly in arrears. The management fee charged to the Fund
in respect of the year and payable at the end of the year amounted to $19,537,011 (2017:
$23,395,359) and $1,422,830 (2017: $1,737,736) respectively.

The Fund has invested directly in A Shares via the US$200 million QFII investment quota
obtained by the Manager.

(b) Trustee’s fees

Until 30 June 2017, the fee payable to HSBC Institutional Trust Services (Asia) Limited (“the
Trustee”) is calculated at the rate of 0.125% per annum for the first $390 million of the net
asset value of the Fund, and 0.1% per annum thereafter. From 1 July 2017, the fee payable
to the Trustee is calculated at the rate of 0.07% per annum of the net a value of the Fund.
The trustee fee charged to the Fund in respect of the year and payable at the end of the year
amounted to $1,188,530 (2017: $1,715,223) and $ 67,332 (2017: $129,512) respectively.

During the year, the Trustee rebated trustee’s fee to the Fund of $1,672,720.
(¢) Custodian fee and deposit placed with Custodian

The custodian fee is calculated at the rate of 0.1% per annum of the net asset value of the
assets held by the QFII custodian as determined by the QFII custodian (based on the actual
number of calendar days in a year). The custodian fee charged to the Fund in respect of the
year and payable at the end of the year amounted to $1,739,147 (2017: $1,505,220) and
$22,495 (2017: $2,052) respectively.

A minimum clearing reserve is required to be held with the QFII custodian. As at 31 March
2018, the Fund had $986,805 (as at 31 March 2017: $1,683,300) deposit held with the QFII
custodian.

(d) Bank balances

Bank accounts are maintained with The Hong Kong and Shanghai Banking Corporation
Limited, which is a member of the HSBC Group, and Bank of Communications Co Ltd,
the QFII custodian of the Fund. The bank balances held as at 31 March 2018 amounted
to $13,133,590 and $27,625,610 respectively (2017: $277,877,705 and $24,700,828
respectively). During the year, interest earned from HSBC Hong Kong and Bank of
Communications Co Ltd amounted to $6,742 and $74,331 respectively (2017: $3,496 and
$169,317 respectively).
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(e) In its purchases and sales of investments, the Fund utilises the brokerage services of
The Hongkong and Shanghai Banking Corporation Limited, which is a member of the
HSBC Group. Details of transactions effected through these company are as follows:

2018 2017
HKS$ HKS$
The Hong Kong and Shanghai Banking Corporation
Limited
Commission paid for the year 53,000 24,535
Average rate of commission 0.05% 0.11%
Total aggregate value of such transactions for the year 106,705,357 22,121,771
Percentage of such transactions in value to total
transactions for the year 6.08% 0.67%

(f) The Hongkong and Shanghai Banking Corporation Limited, which is a member of the
HSBC Group, has redeemed 27,591 units of the Fund during the year ended 31 March
2018 (2017: 116,504). As at 31 March 2018, The Hongkong and Shanghai Banking
Corporation Limited held 42,493 units (as at 31 March 2017: 70,084 units) of the Fund.

9 Soft dollar practices

The Manager has entered into soft dollar commission arrangements with brokers under which
certain goods and services used to support investment decision making. The Manager did not
make direct payment for these services but transacted an agreed amount of business with the

brokers on behalf of the Fund. Commission was paid from the Fund on these transactions.

10  Units in issue

2018 2017
Number of units in issue brought forward 107,423,977 167,849,838
Units redeemed during the year (21,484,754) (60,425,861)
Number of units in issue carried forward 85,939,223 107,423,977

The Fund is a closed-ended unit trust. Apart from the recurring redemption offer as discussed
in note 14, the Fund did not have subscription and redemption of units during the year ended
31 March 2018 and 2017.

11 Financial instruments and associated risks

The Fund maintains investment portfolio in a variety of financial instruments as dictated by
its investment management strategy.
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Pursuant to the general meeting held on 7 January 2016, an extraordinary resolution was
passed to change the investment objective of the Fund. With effect from 8 January 2016, the
investment objective of the Fund is to achieve long-term capital growth by investing primarily
in A Shares directly through (i) the QFII investment quota of the Manager and (ii) Stock
Connect; and indirectly through investment of (i) up to 40% of its net asset value in financial
derivative instruments and securities linked to A Shares (such as CAAPs (including A Share
participation certificates/notes and/or other access products issued by third party investment
banks or brokers)) and (ii) up to 40% of its net asset value in ETFs (including synthetic
ETFs) authorised by the SFC with exposure to A Shares; provided that the Fund’s investment
in CAAPs and ETFs (including synthetic ETFs) authorised by the SFC with exposure to A
Shares will not exceed 50% in the aggregate of its net asset value.

The Fund will not invest more than 10% of its net asset value in CAAPs issued by a single
issuer; and the Fund’s aggregate investment in (i) CAAPs shall not be more than 40% of its
net asset value and (ii) A Shares through the Stock Connect shall not be more than 30% of the
Fund’s net asset value.

The risk exposures inherent in the Fund as at 31 March 2018 are summarised below. Details
of such investments held as at 31 March 2018 are shown in the investment portfolio.

The Fund’s investing activities expose it to various types of risks that are associated with
the financial instruments and markets in which it invests. The Manager and the Trustee have
set out below the most important types of financial risks inherent in each type of financial
instruments. The Manager and the Trustee 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 Fund.

Investors should note that additional information in respect of risks associated with investment
in the Fund can be found in the Fund’s offering document.

During the year, the Fund invested in financial instruments which the Manager considered are
commensurate with the risk level of the Fund in accordance with its investment objective.

The nature and extent of the financial instruments outstanding at the date of the statement of
assets and liabilities and the risk management policies employed by the Fund are discussed
below.

(a) Market risk

(1)  Price risk

Price risk is the risk that value of the instrument will fluctuate as a result of changes in market
prices, whether caused by factors specific to an individual investment, its issuer or all factors
affecting all instruments traded in the market.

The Fund is exposed to price risk arising from changes in market prices of its investment

assets. Price risk is managed by a diversified portfolio of investments across different
industries in accordance with the investment objective of the Fund.
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Price sensitivity

The impact on a 15% (2017: 15%) increase in value of the investments as at 31 March 2018,
with all other variables held constant, is shown below. An equal change in the opposite
direction would have reduced the net assets attributable to unitholders by an equal but
opposite amount.

2018 2017
Effect on Effect on
net assets net assets
% of attributable % of attributable
totalnet  Change tothe totalmet  Change to the
assets  inprice unitholders assets  inprice unitholders
% HK$ % HKS$
Investment assets
Listed equities:
— outside Hong Kong 92.96 15 163,886,110 91.68 15 169,360,067
Equity-linked instruments:
— warrants 243 15 4,275,842 2.54 15 4,688,450
— participation note 1.37 15 2,422,754 1.99 15 3,675,637
96.76 170,584,706 96.21 177,724,154

(i1) Interest rate risk

Interest rate risk arises from changes in interest rates which may affect the value of debt
instruments and therefore result in potential gain or loss to the Fund. As at the end of the
reporting period, the Fund’s exposure to interest rate risk is considered relatively low as the
Fund’s financial instruments predominately were investments in equities which were non-
interest bearing. The Fund’s interest rate risk is managed on an ongoing basis by the Manager.

Except for the bank deposits, the Fund does not hold any interest-bearing assets as at 31
March 2018 and 31 March 2017, therefore the Manager considers the Fund is not subject to
significant interest rate risk. No sensitivity analysis is performed for 2018 and 2017.

(i11)) Currency risk

The Fund may invest in financial investments and enter into transactions denominated in
currencies other than its functional currency. Consequently, the Fund is exposed to risks that
the exchange rate of its functional currency relative to other foreign currencies may change
in a manner that has an adverse effect on the value of that portion of the Fund’s assets or
liabilities denominated in currencies other than the HKD.

The fluctuations in the rate of exchange between the currency in which the asset or liability
is denominated and the functional currency could result in an appreciation or depreciation in
the fair value of that asset or liability. The Manager may attempt to mitigate this risk by using
financial derivative instruments.
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In accordance with the Fund’s policy, the Manager monitors the Fund’s currency exposure on
an ongoing basis.

At the date of statement of assets and liabilities the Fund had the following exposure (in Hong
Kong dollars equivalent):

Assets Liabilities  Net exposure
HK$ HK$ HK$

31 March 2018
Renminbi 1,121,363,564 - 1,121,363,564
1,121,363,564 - 1,121,363,564

31 March 2017
Renminbi 1,166,209,176 - 1,166,209,176

1,166,209,176 1,166,209,176

Amounts in the above table are based on the carrying value of the assets and liabilities.
Currency sensitivity

As the HKD is pegged to the United States dollar (“USD”), the Fund does not expect any
significant movements in USD/HKD exchange rate. During the year ended 31 March 2018,
the HKD strengthened in relation to the Renminbi by approximately 11% (2017: weakened
by less than 6%). At 31 March 2018, had the HKD further strengthened in relation to the
Renminbi by 11% (2017: weakened by 6%), with all other variables held constant, net assets
attributable to unitholders would have increased by the amounts shown in the following table.

All amounts stated in Hong Kong dollars

HK$
31 March 2018
Renminbi (123,349,992)
31 March 2017
Renminbi 69,972,551

A 11% weakening of the HKD (2017: strengthened by 6%) against the above currency would
have resulted in an approximately equal but opposite effect on the basis that all other variables
remain constant. The analysis is performed on the same basis for 2017.
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(b) Credit risk

Credit risk is the risk that a counterparty to a financial instrument will fail to discharge an
obligation or commitment that it has entered into with the Fund. The Fund’s exposure to
credit risk is monitored by the Manager on an ongoing basis. At 31 March 2018, all of the
Fund’s financial assets were exposed to 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 credit quality of the brokers used.

The Fund invests in A Shares via the QFII investment quota obtained by the Manager. These
investments are held in a segregated account with Bank of Communications Co. Ltd (the
“QFII Custodian”) on behalf of the Fund. Substantially all of the assets of the Fund are held
by the Trustee or the QFII Custodian. Bankruptcy or insolvency of the Trustee or the QFII
Custodian may cause the Fund’s rights with respect to securities held by the Trustee or the
QFII Custodian to be delayed or limited. There were no investments in debt securities as at 31
March 2018 and 31 March 2017.

The majority of the cash held by the Fund is deposited with Bank of Communications Co.,
Ltd. and The Hongkong and Shanghai Banking Corporation Limited (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 Fund monitors the credit rating of the banks
on an ongoing basis.

The Fund enters in transactions of over-the-counter equity-linked instruments, which expose
the Fund to the risk that the counterparties to the financial instruments might default on their

obligations to the Fund. The Manager considers the risk to be insignificant.

The carrying amounts of financial assets best represent the maximum credit risk exposure at
the date of the statement of assets and liabilities.

At both 31 March 2018 and 2017, there were no significant concentrations of credit risk to
counterparties except to the Trustee, the QFII Custodian and the banks.

The Manager considers that none of these assets are impaired nor past due at the end of the
reporting period.

(¢) Liquidity risk
Liquidity risk is the risk that the Fund 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 Fund.

The Fund’s policy to manage liquidity is to have sufficient liquidity to meet its liability
without incurring undue losses or risking damage to the Fund’s reputation.

21



HSBC China Dragon Fund
2018 Annual Results Announcement

As at 31 March 2018, the Fund’s listed equity and equity-linked instruments investments are
considered to be readily realisable under normal market conditions as they are all listed on
stock exchanges in Hong Kong or the PRC.

As at 31 March 2017, the Fund, however, also invested in a listed equity investment suspended
for trading and unlisted equity linked-instruments, which were illiquid. The total value of
listed equity investments suspended for trading and unlisted equity linked-instruments of the
Fund as at 31 March 2017 was $23,435,533.

The Fund has one class of units in issue which is not redeemable by the unitholders excepted
as permitted under the Trust Deed. All financial liabilities have contractual maturities of less
than three months. At both 31 March 2018 and 2017, there were no significant exposures to
liquidity risk for the Fund.

(d) Capital management

At 31 March 2018, the Fund had $1,175,314,451 (2017: $1,231,509,619) of capital classified
as equity.

The Fund’s objective in managing the capital is to ensure a stable and strong base to maximise
returns to all investors. The Manager manages the capital of the Fund in accordance with the
Fund’s investment objectives and policies stated in the Trust Deed.

There were no changes in the policies and procedures during the year with respect to the
Fund’s approach to its capital management.

The Fund is not subject to externally imposed capital requirements.

During the year, no distributions were made to the unitholders of the Fund.

12 Fair value information

The Fund’s financial instruments are measured at fair value on the date of 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. Usually, fair values can be reliably
determined within a reasonable range of estimates. For certain other financial instruments,
including dividend and other receivables, taxation, deferred tax liabilities, accrued expenses
and other payables, the carrying amounts approximate fair values due to the immediate or
short-term nature of these financial instruments.

Valuation of financial instruments

The Fund’s accounting policy on fair value measurements is detailed in significant accounting
policy in note 2(c)(iv).
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The Fund measures fair values using the three levels of fair value hierarchy defined in
HKFRS 7, Financial instruments: Disclosures, with the fair value of each financial instrument
categorised in its entirety based on the lowest level of input that is significant to that fair value
measurement. The levels are defined as follows:

- Level 1: Quoted market prices (unadjusted) in active markets for identical instruments.

- Level 2: Valuation techniques based on observable inputs, either directly (i.e. as prices)
or indirectly (i.e. derived from prices). This category includes instruments
valued using: quoted market prices 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 where all significant
inputs are directly or indirectly observable from market data.

- Level 3: Valuation techniques using significant unobservable inputs.

The fair values of financial assets and financial liabilities that are traded in active markets,
such as equities, bonds and warrants which are listed on recognised stock exchanges or have
daily quoted prices are based on quoted market prices or dealer price quotations. For all other
financial instruments, the Fund determines fair value using valuation techniques.

The Fund uses widely recognised valuation models for determining the fair value of financial
instruments which do not have quoted market prices in an active market. Valuation techniques
include comparison to quoted prices for identical instruments that are considered less than
active and other valuation models.

The following analyses financial instruments measured at fair value at the date of the
statement of assets and liabilities by the level in the fair value hierarchy into which the fair
value measurement is categorised.

2018
Level 1 Level 2 Level 3 Total
HKS$ HK$ HK$ HKS$
Listed equities 1,092,574,068 - — 1,092,574,068
Equity-linked instruments — 44,657,311 — 44,657,311
1,092,574,068 44,657,311 - 1,137,231,379

2017
Level 1 Level 2 Level 3 Total
HKS$ HK$ HK$ HKS$
Listed equities 1,129,067,113 - 10,757,935 1,139,825,048
Equity-linked instruments — 55,760,580 — 55,760,580

1,129,067,113 55,760,580 10,757,935 1,195.585,628
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For all other financial instruments, their carrying amounts approximate fair value due to the
intermediate or short-term nature of these financial instruments.

As at 31 March 2018, the Fund did not hold any level 3 financial instruments. As at 31 March
2017, level 3 financial instruments include Fujian Sunner Development Co Ltd — A Shares.
This instrument has been suspended for trading and in financial statements it is revaluated
and priced using last traded price before suspension with the adjustment based on peer
performance.

The table below presents the reconciliation from the beginning balances to the ending
balances for fair value measurements in Level 3 of the fair value hierarchy.

Net losses
included in
statement of
Asat comprehensive Asat  *Unrealized
Equities 1 April income Sales Purchase 31 March  gains/(losses)
HK$ HK$ HK$ HK$ HK$ HK$
2018 10,757,935 (3,008,326)  (7,749,609) - - 4,254,662
2017 103,738,774 (10,567,296) (93,171, 478) 15,012,597 10,757,935 (4,254,662)

* Represents the amount of unrealised gains and losses recognised in the statement of
comprehensive income during the year for these Level 3 instruments.

During the year ended 31 March 2018, there were no transfers between levels. During the
year ended 31 March 2017, equity securities amounting to $10,757,935 had been transferred
from Level 1 to Level 3 because quoted market price for these instrument was no longer
available.

Quantitative information of significant unobservable inputs — Level 3

The table below sets out information about significant unobservable inputs used at 31 March
2017 in measuring financial instruments categorised as Level 3 in the fair value hierarchy.

Fair value at Valuation Unobservable

Description 31 March 2017 techniques input
HKS$

Return on relevant

Index return market index

Equities 10,757,935 method (1.61%)
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The significant unobservable inputs used in the fair value measurement categorised within
Level 3 of the fair value hierarchy together with a quantitative sensitivity analysis as at 31
March 2017 is as shown below:

Change in  Effect on the

return of the net assets
relevant attributable to
Input  market index unitholders
HK$
As at 31 March 2017
Equities CSI300 Index 5% 546,720
CSI300 Index (5%) (546,720)

13  Segment information

The Manager makes the strategic resource allocation on behalf of the Fund and has
determined the operating segments based on the internal reports reviewed which are used to
make strategic decisions.

The Manager’s asset allocation decisions are based on one single and integrated investment
strategy and the Fund’s performance is evaluated on an overall basis. Accordingly, the
Manager considers that the Fund has one single operating segment which is investing in
a portfolio of financial instruments to generate investment returns in accordance with the
investment objective stipulated in the offering circular of the Fund. There were no changes in
the operating segment during the year.

The segment information provided to the Manager is the same as that disclosed in statement
of comprehensive income and statement of assets and liabilities. The Fund is domiciled in
Hong Kong.

14 Redemption of units under the Recurring Redemption Offer

For the years ended 31 March 2018 and 31 March 2017, the Manager offered a right to the
unitholders to redeem the whole or a part of their units on a recurring redemption basis (“the
Recurring Redemption Offer”). On 18 December 2017, 21,484,754 units, representing 20%
of the total outstanding number of units as at 18 December 2017, were redeemed at a total
amount of $283,169,058. A redemption levy of $0.04 per unit was charged and deducted from
the redemption price and retained by the Fund. The redeemed units were then cancelled.

On 27 July 2016, 33,569,920 units, representing 20% of the total outstanding number of units
as at 26 July 2016, were redeemed at a total amount of $361,212,339. Thereafter on 15 March
2017, 26,855,941 units, representing 20% of the total outstanding number of units as at 14
March 2017, were redeemed at a total amount of $302,935,015. A redemption levy of $0.04
and $0.02 per unit was charged and deducted from the redemption price and retained by the
Fund. The redeemed units were then cancelled.
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15  Possible impact of amendments, new standards and interpretations issued but not
yet effective for the year ended 31 March 2018

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 March 2018 and which have not been adopted in these financial statements.

Of these developments, the following may be relevant to the Fund’s operations and financial
Statements:

Effective for
accounting years
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 Fund is in the process of making an assessment of what the impact of these amendments,
new standard and interpretations is expected to be in the year of initial application. So far
the Fund has identified some aspects of the new standards which may have an 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 Fund, and further impacts may be identified before the
standard is initially applied in the Fund’s financial statements for the year ending 31 March
2019. The Fund may also change its accounting policy elections, including the transition
options, until the standards are initially applied in the financial statements.

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.
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HKFRS 9 largely retains the existing requirements in HKAS 39 for the classification of
financial liabilities. However, under HKAS 39 all fair value changes of liabilities designated
as at FVTPL are recognised in profit or loss, under HKFRS 9 these fair value changes are
generally presented as follows:

- the amount of change in the fair value that is attributable to changes in the credit risk of
the liability is presented in OCI; and

- the remaining amount of change in the fair value is presented in profit or loss.

Based on the Fund’s assessment, this standard is not expected to have a material impact on
the classification of financial assets and financial liabilities of the Fund. 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: other receivable,
redemption payable 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 Fund’s assessment, changes to the impairment model are not expected to have a
material impact on the financial assets of the Fund. 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.
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Hedge accounting

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

Disclosures

HKFRS 9 will require extensive new disclosures, in particular about credit risk and ECLs.
The Fund has 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 Fund will take advantage of the exemption allowing them not to restate comparative
information for prior years 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 April 2018.

- The following assessments have to be made by the Fund 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.
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Investment portfolio (Unaudited)

As at 31 March 2018
HSBC China Dragon Fund
% of total
net assets
attributable to
Holdings ~ Market value  unitholders
HKS$
Equities
Listed investments
The People’s Republic of China
Agricultural Bank of China Ltd 2,568,400 12,681,820 1.08
Agricultural Bank of China Ltd — A Share 5,820,356 28,684,647 244
Air China Ltd - A Share 2,533,900 35,882,955 3.05
Angel Yeast Co Ltd 534,033 21,248,363 1.81
Anhui Conch Cement Co Ltd — A Share 668,100 26,716,058 227
Bank of China Ltd — A Share 7,814,000 38,899,961 3.31
Bank of Nanjing Co Ltd - A Share 2,507,210 25,745,031 2.19
Beijing Enlight Media Co Ltd — A Share 1,584,300 24254083 2.06
Beijing New Building Materials Plc — A Share 1,270,730 39,573,160 337
China Fortune Land Development Co Ltd — A Share 633,700 26,550,167 226
China International Travel Service Corp Ltd — A Share 564,458 37,804,805 322
China Merchants Shekou Industrial Zone Holdings Co Ltd — A Share 1,691,364 46,700,482 3.97
China Petroleum & Chemical Corp — A Share 3,931,442 32,472,276 2.76
China Southern Airlines Co Ltd — A Share 1,260,200 15,896,207 1.35
Foshan Nationstar Optoelectronics Co Ltd 1,060,827 22,606,602 1.92
Guangdong Provincial Expressway Development Co Ltd — A Share 2,856,940 28,516,352 243
Guotai Junan Securities Co Ltd — A Share 1,256,700 26,780,726 228
Hangzhou Hikvision Digital Technology Co Ltd - A Share 364,071 18,882,146 1.61
Hangzhou Robam Appliances Co Ltd — A Share 685,750 31,657,047 2.69
Hongfa Technology Co Ltd - A Share 913,208 48,036,701 4.09
Hua Xia Bank Co Ltd — A Share 1,714,139 19,141,322 1.63
Huatai Securities Co Ltd 511,600 10,954,933 0.93
Huatai Securities Co Ltd — A Share 718,706 15,360,717 1.31
HUAYU Automotive Systems Co Ltd 379,494 11,214,353 0.95
HUAYU Automotive Systems Co Ltd — A Share 392,185 11,567,548 0.98
Hubei Hongcheng General Machinery Co Ltd — A Share 878,056 47.414,626 4,04
Jiangsu Hengrui Medicine C - A Share 535,028 55,252,551 4.70
Kweichow Moutai Co Ltd — A Share 59,065 50,775,276 432
Luzhou Laojiao Co Ltd — A Share 414,336 29,306,368 249
O-film Tech Co Ltd - A Share 676,600 16,968,010 1.44
Ping An Bank Co Ltd - A Share 1,519,645 20,932,162 1.78
Ping An Insurance Group Co of China Ltd — A Share 620,600 51,398,670 437
Qingdao Haier Co Ltd — A Share 1,909,610 42,576,710 3.62
SAIC Motor Corp Ltd — A Share 110,300 4,534,546 0.39
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SDIC Power Holdings Co Ltd — A Share

Shan Dong Sun Paper Industry Joint Stock Co Ltd — A Share

Shandong Chenming Paper Holdings Ltd - A Share
Wuhan Department Store Group Co Ltd — A Share

Equities (Total)

Equity-linked instruments

Listed investments

CICC Financial Trading Warrants 6 May 2018

CICC Financial Trading (SC MTR LTD) PN 15 Dec 2018
Credit Suisse AG (Bank of China) PN 4 January 2022
Equity-linked instruments (Total)

Total investments
(Total cost of investments: $868,530,452)

Other net assets

Total net assets attributable to unitholders
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HSBC China Dragon Fund
% of total
net assets
attributable to
Holdings ~ Market value  unitholders

HKS$

1,824,091 16,044,954 1.37
3,132,714 42,955,750 3.66
2,045,105 44,372,925 3.78
642,298 12,213,058 1.04
1092574068 9296
551,370 28,505,615 2.43
221,380 9,089,452 0.77
1,420,449 7,062,244 0.60
44,657311 3.80
1,137,231,379 96.76
38,083,072 3.24
1,175,314 451 100.00
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Statement of movements in portfolio holdings (Unaudited)
For the year ended 31 March 2018

% of total net asset
attributable to unitholders

2018 2017
Listed investments
Equities 92.96 92.55
Equity-linked instruments 3.80 3.50
____________ 96.76. ___.......96.05
Unlisted but quoted investments
Equity-linked instruments - 1.03
- 1.03
Total investments 96.76 97.08
Other net assets 3.24 2.92
Net assets attributable to unitholders 100.00 100.00
Performance table (Unaudited)
For the year ended 31 March 2018
(a) Total net asset value (at bid prices)
Year/period end
31 March 2018 HK$1,175,314,451
31 March 2017 HK$1,231,509,619
31 March 2016 HK$1,787,843,955
31 March 2015 HK$2,855,917,483
(b) Total net asset value per unit (at bid prices)
Year/period end
31 March 2018 HK$13.68
31 March 2017 HK$11.46
31 March 2016 HK$10.65
31 March 2015 HK$13.61

31



HSBC China Dragon Fund
2018 Annual Results Announcement

(c) Price record (Dealing NAV)

The Fund is a closed-ended fund listed on The Stock Exchange of Hong Kong Limited and no
unitholders may demand redemption of their units. In general, closed-ended funds may trade
on the exchange at a discount or at a premium to their net asset value. There is no assurance
that the units will be traded at a price that is equal to the net asset value. As the market price
of the units may be determined by factors such as the net asset value and market supply and
demand for the units, there is a risk that the units will be traded at a discount to its net asset
value. In times of market disruption or when there is an insufficient number of buyers and/or
sellers of the units, the bid/ask spread of the market price of the units may widen significantly.
During the year ended 31 March 2013, the Manager offered a right to the unitholders to
redeem not more than 40% of the aggregate number of units in issue.

Net asset value per unit

Year Lowest Highest

HKS$ HK$
2018 11.08 15.22
2017 9.89 11.58
2016 9.27 18.36
2015 7.39 13.69
2014 7.60 9.58
2013 7.14 941
2012 7.21 10.28
2011 7.91 10.52
2010 6.22 9.70
2009 4.12 10.22
20 June 2007 (date of inception) to 31 March 2008 8.62 13.94

(d) Total expense ratio

2018
Average net asset value HK$1,312,874,718
Total expenses HK$24,392,747
Total expense ratio 1.86%
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Issuance of Results

The audited annual report of the Fund for the period from 1 April 2017 to 31 March 2018 will
be despatched to Unitholders on or about 31 July 2018.

Hong Kong, 27 July 2018

By Order of the Board
HSBC Global Asset Management (Hong Kong) Limited
as Manager of HSBC China Dragon Fund
Pedro BASTOS
Director of the Manager

As at the date hereof, the board of directors of the Manager is comprised as follows: The
executive directors of the Manager are Mr. BERRY, Stuart Glenn, Mr. BOTELHO BASTOS,
Pedro Augusto, Dr. MALDONADO-CODINA, Guillermo Eduardo and Mr. TAM, Chun Pong
Stephen. The non-executive directors of the Manager are Dr. APENBRINK, Rudolf Eduard
Walter, Mr. MARTIN, Kevin Ross and Ms. WONG, Pik Kuen Helen.
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The Stock Exchange of Hong Kong Limited, Hong Kong Exchanges and Clearing Limited, Hong
Kong Securities Clearing Company Limited and the Hong Kong Securities and Futures Commission
take no responsibility for the contents of this document, make no representation as to its accuracy or
completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or
in reliance upon the whole or any part of the contents of this document.

HSBC CHINA DRAGON FUND
TE S h B e A &

a Hong Kong unit trust authorised under
section 104 of the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong)
(Stock Code: 820)

ANNOUNCEMENT OF THE RESULTS OF THE REDEMPTION MADE UNDER THE
RECURRING REDEMPTION OFFER

The Manager wishes to announce that the redemption of Units made under the Recurring
Redemption Offer occurred on 24 July 2018.

The Recurring Redemption Offer closed at 4:30 p.m. (Hong Kong time) on 23 July 2018 (the
Lodgement Date). Units were redeemed at the redemption price of HK$11.91 per Unit,
representing the net asset value of HK$11.93 per Unit calculated using the relevant market closing
price of the underlying investments of the Fund and the Fund's applicable operating expenses
accrued or incurred to date on 24 July 2018 and made available as of 9:30 a.m. on 25 July 2018
less a Redemption Levy of HK$0.02 per Unit. The Redemption Levy of HK$0.02 per Unit
represented 0.17% of the net asset value of each Unit redeemed.

The Fund has satisfied the redemption requests of the Unitholders on a pro rata basis at around
43.648% for each Unitholder based on the number of Units such Unitholder has validly applied to
redeem, rounded down to the nearest whole Unit, and Units representing 20% of the total
outstanding number of Units as at 23 July 2018 were redeemed on 24 July 2018. The total number
of Units redeemed under the Recurring Redemption Offer is 17,187,780.

Upon the redemption made under the Recurring Redemption Offer, all redeemed Units have been
cancelled. The Registrar will send, by ordinary post at the redeeming Unitholder’s own risk,
certificate(s) for Units not redeemed on or before 7 August 2018 (if applicable).

INVESTORS SHOULD NOTE THE FOLLOWING KEY DATES:

Time for calculating the net asset value of the 9:30 a.m. on 25 July 2018
Fund as of the Value Day

Latest date for return of certificate(s) for Units 7 August 2018
not redeemed (if applicable)

Latest date for despatch of cheques to redeeming HK$11.91 per Unit will be paid
Unitholders of Recurring Redemption Offer by the Fund to Unitholders on 7
August 2018




Reference is made to (i) the Firm Intention Announcement dated 23 May 2018, (ii) the circular
published by the HSBC China Dragon Fund (the "Fund™) dated 17 November 2015 regarding the
extraordinary resolutions in relation to (a) the change of investment objective, (b) the One-off
Redemption Offer; (c) the Recurring Redemption Offer and (d) the changes to the Trust Deed to
effect the Recurring Redemption Offer approved by the Independent Unitholders of the Fund in the
general meeting held on 7 January 2016 and (iii) the circular published by the Fund dated 12 June
2018 (the "Circular™), respectively regarding the Recurring Redemption Offer.

Capitalised terms used herein shall, unless otherwise defined, have the same meanings ascribed to
them in the Circular.

As set out in the Circular, the eight conditions (being the conditions before a proposed Recurring
Redemption Offer can be made) were fulfilled and have become unconditional with respect to the
offering of a Recurring Redemption Offer.

The Recurring Redemption Offer closed at 4:30 p.m. (Hong Kong time) on 23 July 2018 (the
Lodgement Date).

Results of the Recurring Redemption Offer

Unitholders that exercised their rights under the Recurring Redemption Offer have returned their
redemption requests forms together with the relevant certificate(s) and/ or transfer receipt(s) and / or
any other document(s) of title for the number of Units in respect of which Unitholders intended to
redeem to the registrar of the Fund no later than 4:30 p.m. on 23 July 2018. Acceptances of the
Recurring Redemption Offer may, at the discretion of the Manager, be treated as valid even if not
accompanied by the certificate(s) of Units but, in such cases, the cash consideration due will not be
despatched until the relevant certificate(s) of Units has/have been received by the Registrar.

As at 4:30 p.m. on 23 July 2018:

(a) The total number of Units in issue

(b) The maximum number of Units available for
redemption under the Recurring Redemption
Offer

(c) The aggregate number of Units for which
valid applications were made under the Recurring
Redemption Offer

(d) Out of (c) above, the aggregate number of
Units for which valid applications were made
under the Recurring Redemption Offer by the
Manager and entities that are the Manager's
parent, the Manager's subsidiaries, the Manager's
fellow subsidiaries, associated companies of any
of the foregoing, and companies of which such
companies are associated companies that (i) trade
in the Units as discretionary fund managers
and/or (ii) for proprietary purposes

85,939,223
17,187,844 (20% of the total outstanding number
of Units as at 23 July 2018)

39,378,347 (45.82% of the total outstanding
number of Units as at 23 July 2018)

113,869 (0.13% of the total outstanding number
of Units as at 23 July 2018)

The Fund has satisfied the redemption requests of the Unitholders on a pro rata basis at around
43.648% for each Unitholder based on the number of Units such Unitholder has validly applied to
redeem, rounded down to the nearest whole Unit, and Units representing 20% (the "Redemption



Percentage™) of the total outstanding number of Units as at 23 July 2018 were redeemed on 24 July
2018. The total number of Units redeemed under the Recurring Redemption Offer is 17,187,780.

Redemption of the Units

The Manager wishes to announce that the redemption made under the Recurring Redemption Offer
occurred on 24 July 2018.

The total number of Units redeemed under the Recurring Redemption Offer is 17,187,780. Units were
redeemed at the redemption price of HK$11.91 per Unit, representing the net asset value of HK$11.93
per Unit calculated using the relevant market closing price of the underlying investments of the Fund
and the Fund's applicable operating expenses accrued or incurred to date on 24 July 2018 and made
available as of 9:30 a.m. on 25 July 2018 less a Redemption Levy of HK$0.02 per Unit. The
Redemption Levy of HK$0.02 per Unit represented 0.17% of the net asset value of each Unit
redeemed.

According to the Circular, the total number of Units redeemed by the Fund shall not exceed 20% of
the total outstanding number of Units as at 23 July 2018. The aggregate number of Units for which
applications were made under the Recurring Redemption Offer is 39,378,347 representing 45.82% of
the total outstanding number of Units as at 23 July 2018.

As the aggregate number of Units for which applications were made under the Recurring Redemption
Offer exceeded 20% of the total outstanding number of Units as at 23 July 2018, the number of Units
that such Unitholders could eventually redeem was reduced proportionally.

The Registrar will send, by ordinary post and by batches at the redeeming Unitholder’s own risk,
remittances for such total amount as is due to that redeeming Unitholder, that is, the net asset value of
the Units redeemed less the Redemption Levy, whose redemption under the Recurring Redemption
Offer has been accepted by the Manager.

The Registrar will send HK$11.91 per Unit as the full amount of redemption proceeds to
Unitholders on 7 August 2018.

The Redemption Levy is to be retained by the Fund for the benefit of the Fund.

Upon the redemption made under the Recurring Redemption Offer, all redeemed Units have been
cancelled.

Any request for the Recurring Redemption Offer which was not satisfied is void and certificates
representing such Units shall be returned to Unitholders on or before 7 August 2018.



Holding Structure

Set out below is a table showing the holding structure of the Fund prior to and immediately after the

completion of the redemption made under the Recurring Redemption Offer.

Public Unitholders

Manager and entities
that are the Manager's
parent, Manager's
subsidiaries, the
Manager's fellow
subsidiaries,
associated companies
of any of the
foregoing (i) trade in
the Units as
discretionary fund
managers and/or (ii)
for proprietary
purposes own or
control or direct the
holding of voting
rights and rights over
the Units

Immediately before the
Firm Intention

Announcement

Units Approx.
%

85,782,861 99.82

156,362 0.18

Immediately before the
completion of the
redemption made under
the Recurring
Redemption Offer

Units Approx.
%

85,782,861  99.82

156,362 0.18

Immediately after the
completion of the
redemption made under
the Recurring
Redemption Offer

Approx. Approx.
Units %
68,644,782 99.84
106,661 0.16

The Fund has not and will not have any parent, subsidiary, fellow subsidiary and/or associated

company.

Interests of the Fund and the Manager

Immediately after completion of the redemption under the Recurring Redemption Offer and
cancellation of the redeemed Units, other than the entities set out in the following table, neither:

(@) the Fund;

(b) the Manager; nor

(c) entities that are the Manager's parent, the Manager's subsidiaries, the Manager's fellow
subsidiaries, associated companies of any of the foregoing, and companies of which such
companies are associated companies that (i) trade in the Units as discretionary fund managers
and/or (ii) for proprietary purposes;

has owned, controlled or directed or agreed to own, control or direct the holding of voting rights and

rights over the Units:



Immediately  before Immediately before the
the Firm Intention completion of the

Immediately after the
completion  of  the

Announcement redemption made under redemption made under
the Recurring  the Recurring
Redemption Offer Redemption Offer
Name of Entity Units Approx. Units Approx.% Approx. Approx.
% Units %
The Hongkong and 42,493 0.05 42,493 0.05 42,493 0.06
Shanghai Banking
Corporation Limited
HSBC International 113,869 0.13 113,869 0.13 64,168 0.09

Trustee Limited

From the date of the Circular up to the date of this announcement, other than the above, each of the
Manager and any entities that are the Manager's parent, the Manager's subsidiaries, the Manager's
fellow subsidiaries, associated companies of any of the foregoing, and companies of which such
companies are associated companies that trade as discretionary fund managers and/or for proprietary
purposes also confirms that, save as disclosed above, it does not own, control or direct any voting
rights or other rights over the Units; does not hold any convertible securities, warrants or options over
the Units; has not received any irrevocable commitment to accept the Recurring Redemption Offer in
respect of any Units; and has not entered into any outstanding derivative in respect of the Units during
the date of the Circular up to the date of this announcement.

Nominee Holding

Unitholders whose Units are held by a nominee company should note that the Manager has regarded
the nominee company as a single Unitholder according to the register of Unitholders and applied the
Redemption Percentage to such nominee company as a single Unitholder. The Manager shall not be
responsible for such nominee company's allocation of the Redemption Percentage among redeeming
Unitholders whose Units were held by such nominee company.

Odd Lots Arrangements

The Units are traded in board lots of 500 Units each. There has been no change to the board lot size as
a result of the Recurring Redemption Offer. Eligible Unitholders should note that acceptance of the
Recurring Redemption Offer might have resulted in their holding of odd lots of the Units.

The Manager has not made and will not make arrangements with any designated broker to match sales
and purchases of odd lot trading of Units after completion of the Recurring Redemption Offer in order
to enable such redeeming Unitholders to dispose of their odd lots or to top up their odd lots to whole
board lots.

Overseas Unitholders

Based on the register of Unitholders, there were no Unitholder with registered addresses outside Hong
Kong during the period which the Recurring Redemption Offer was offered.



Units Repurchased by the Fund and the Manager

Other than the redemption of Units under the Recurring Redemption Offer, neither:

() the Fund;

(b) the Manager; nor

(c) entities that are the Manager's parent, the Manager's subsidiaries, the Manager's fellow
subsidiaries, associated companies of any of the foregoing, nor the companies of which such
companies are associated companies that (i) trade in the Units as discretionary fund managers

and/or (ii) for proprietary purposes;

has purchased, repurchased, acquired and agreed to purchase, repurchase and/or acquire, any Units
from the date of the Firm Intention Announcement up to the date of this announcement.

Borrowing or Lending by the Manager

None of the Fund, the Manager or any entity that is their parent, subsidiary, the Manager's fellow
subsidiary, associated company of any of the foregoing, and any company of which such company is
an associated companies has borrowed or lent any Units.

Net Asset Values

The following table shows the net asset values on the Lodgement Date and Redemption Date:

Date Total net asset value of Net asset value
the Fund (HK$) per Unit

(HK$)

23 July 2018 @ 1,019,579,664.84 11.87
24 July 2018 ® 1,025,254,644.18 11.93

@  This is the Lodgement Date, i.e. last date for lodgement of Recurring Redemption Offer request.

®  This is the Redemption Date, i.e. the date on which the net asset value of the Units redeemed
under the Recurring Redemption Offer (before taking into account any Redemption Levy) were
cancelled.

General Information
The Fund is a close-ended fund and no investor may demand redemption of their Units.

The listing of the Fund on the Stock Exchange of Hong Kong does not guarantee a liquid market and
the Fund may be delisted. The Fund’s market price on the Stock Exchange of Hong Kong may be
different from its net asset value per Unit. Currency movement may affect the value of investments.
Investment in emerging market involves higher risks. The Fund invests part of its assets in China A-
shares, which are subject to specific risks and restrictions as disclosed in the Offering Circular. The
Fund differs from a typical trust and investors should read the Offering Circular for details including
the risk factors.

All directors of the Manager jointly and severally accept full responsibility for the accuracy of
information contained in this announcement and confirm, having made all reasonable inquiries, that to
the best of their knowledge, opinions expressed in this announcement have been arrived at after due



and careful consideration and there are no other facts not contained in this announcement, the
omission of which would make any statement in this announcement misleading.

Investors who have any questions regarding the above may contact the Manager at Level 22, HSBC
Main Building, 1 Queen’s Road Central, Hong Kong (telephone number: (852) 2284 1229).

HSBC Global Asset Management (Hong Kong) Limited
Manager of HSBC China Dragon Fund
25 July 2018

As at the date of this announcement, the board of directors of the Manager is comprised as
follows: The executive directors of the Manager are Mr. BERRY, Stuart Glenn, Mr. BOTELHO
BASTOS, Pedro Augusto, Dr. MALDONADO-CODINA, Guillermo Eduardo and Mr. TAM, Chun
Pong Stephen. The non-executive directors of the Manager are Dr. APENBRINK, Rudolf Eduard
Walter, Mr. MARTIN, Kevin Ross and Ms. WONG, Pik Kuen Helen



IMPORTANT

The Stock Exchange of Hong Kong Limited, Hong Kong Exchanges and Clearing Limited, Hong Kong Securities Clearing
Company Limited and the Hong Kong Securities and Futures Commission take no responsibility for the contents of this
document, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for
any loss howsoever arising from or in reliance upon the whole or any part of the contents of this document.

HSBC CHINA DRAGON FUND
ESTBEES

a Hong Kong unit trust authorised under
section 104 of the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong)

(Stock Code: 820)
Voluntary Announcement — Fund Performance

This is a voluntary announcement made by HSBC China Dragon Fund (the “Fund”).

The following table demonstrates the gross performance of the Fund. The relevant figures are gross of fees and (if any)
net of capital gain tax provision performances calculated from internal sources; and are for indicative purpose only.
Returns would be lower once fees are deducted. The performances of the index are quoted for indicative comparison
purpose only and the index is not the benchmark of the Fund.

As at 30 June 2018:

Calendar year performance @ Cumulative
performance ©
2018 2017 2016 2015 2014 2013 6 months | 1 year
year-to-date| full year full year full year full year full year
Net asset -8.73% 28.16% -12.60% 12.64% 32.32% 1.25% -8.73% 0.98%
value of the
Fund (gross of
fees and net of
capital gain tax
provision) @
MSCI China A | -18.04% 21.47% -18.94% 7.15% 46.91% 1.02% -18.04% | -9.58%

The following table demonstrates the net of fees performance of the Fund calculated according to the net asset value per
unit of the Fund.

As at 30 June 2018:

Calendar year performance @ Cumulative
performance @
2018 2017 2016 2015 2014 2013 6 months | 1year
year-to-date| full year full year full year full year full year
Net asset -9.17% 25.77% -13.04% 9.85% 30.49% -0.47% -9.17% -0.41%
value of the
Fund (net of
fees)®
As at 30 June 2018:
Net asset value per unit of the Fund: HK$12.19
Closing price of the Fund on the Stock Exchange of Hong Kong: HK$10.50
Discount / Premium to net asset value: 13.86% discount

Source: HSBC Global Asset Management (Hong Kong) Limited, data as at 30 June 2018. All performance figures are
total return figures in Hong Kong dollars.

Performance figures of the Fund are calculated according to the value of the respective underlying assets of the Fund or
the net asset value per unit of the Fund (as the case may be), and are not calculated according to the Fund’s market price
on the exchange. The Fund’s market price on the Stock Exchange of Hong Kong may be different from its net asset value
per unit.



Investment involves risk. Past performance information presented is not indicative of future performance. Please refer to
the Offering Circular of the Fund for further details including the risk factors.

Note:

1. The performance of the Fund was achieved under the following circumstances that no longer apply: the Fund
recognized an over-provision of tax as a gain in its valuation and resulted in an increase in the Fund’s net asset value
of around 5.13% on 13 October 2015.

2. Calendar year performance is the gain or loss of the Fund throughout a particular year.

3. Cumulative performance is the gain or loss of the Fund over certain period of time up to the relevant date.

The Fund is a close-ended fund and no investor may demand redemption of their units.

The listing of the Fund on the Stock Exchange of Hong Kong does not guarantee a liquid market and the Fund may be
delisted. The Fund’s market price on the Stock Exchange of Hong Kong may be different from its net asset value per unit.
Currency movement may affect the value of investments. Investment in emerging market involves higher risks. The Fund
mainly invests directly and indirectly in China A-shares, which are subject to specific risks and restrictions as disclosed in
the Offering Circular. The Fund differs from a typical trust and investors should read the Offering Circular for details
including the risk factors. The document has not been reviewed by the Securities and Futures Commission.

HSBC Global Asset Management (Hong Kong) Limited
Manager of HSBC China Dragon Fund
23 July 2018

As at the date of this announcement, the board of directors of the Manager is comprised as follows: The executive
directors of the Manager are Mr. BERRY, Stuart Glenn, Mr. BOTELHO BASTOS, Pedro Augusto, Dr. MALDONADO-
CODINA, Guillermo Eduardo and Mr. TAM, Chun Pong Stephen. The non-executive directors of the Manager are Dr.
APENBRINK, Rudolf Eduard Walter, Mr. MARTIN, Kevin Ross and Ms. WONG, Pik Kuen Helen.



IMPORTANT

The Stock Exchange of Hong Kong Limited, Hong Kong Exchanges and Clearing Limited, Hong Kong Securities Clearing
Company Limited and the Hong Kong Securities and Futures Commission take no responsibility for the contents of this
document, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for
any loss howsoever arising from or in reliance upon the whole or any part of the contents of this document.

HSBC CHINA DRAGON FUND
ESTBEES

a Hong Kong unit trust authorised under
section 104 of the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong)

(Stock Code: 820)
Voluntary Announcement — Fund Performance

This is a voluntary announcement made by HSBC China Dragon Fund (the “Fund”).

The following table demonstrates the gross performance of the Fund. The relevant figures are gross of fees and (if any)
net of capital gain tax provision performances calculated from internal sources; and are for indicative purpose only.
Returns would be lower once fees are deducted. The performances of the index are quoted for indicative comparison
purpose only and the index is not the benchmark of the Fund.

As at 31 May 2018:

Calendar year performance @ Cumulative
performance ©®
2018 2017 2016 2015 2014 2013 6 months | 1 year
year-to-date| full year full year full year full year full year
Net asset 1.02% 28.16% -12.60% 12.64% 32.32% 1.25% 2.94% 18.57%
value of the
Fund (gross of
fees and net of
capital gain tax
provision) @
MSCI China A -8.22% 21.47% -18.94% 7.15% 46.91% 1.02% -6.81% 8.02%

The following table demonstrates the net of fees performance of the Fund calculated according to the net asset value per
unit of the Fund.

As at 31 May 2018:

Calendar year performance @ Cumulative
performance ©
2018 2017 2016 2015 2014 2013 6 months | 1 year
year-to-date| full year full year full year full year full year
Net asset 0.75% 25.77% -13.04% 9.85% 30.49% -0.47% 2.27% 17.06%
value of the
Fund (net of
fees)®
As at 31 May 2018:
Net asset value per unit of the Fund: HK$13.52
Closing price of the Fund on the Stock Exchange of Hong Kong: HK$11.54
Discount / Premium to net asset value: 14.64% discount

Source: HSBC Global Asset Management (Hong Kong) Limited, data as at 31 May 2018. All performance figures are total
return figures in Hong Kong dollars.

Performance figures of the Fund are calculated according to the value of the respective underlying assets of the Fund or
the net asset value per unit of the Fund (as the case may be), and are not calculated according to the Fund’s market price
on the exchange. The Fund’s market price on the Stock Exchange of Hong Kong may be different from its net asset value
per unit.



Investment involves risk. Past performance information presented is not indicative of future performance. Please refer to
the Offering Circular of the Fund for further details including the risk factors.

Note:

1. The performance of the Fund was achieved under the following circumstances that no longer apply: the Fund
recognized an over-provision of tax as a gain in its valuation and resulted in an increase in the Fund’s net asset value
of around 5.13% on 13 October 2015.

2. Calendar year performance is the gain or loss of the Fund throughout a particular year.

3. Cumulative performance is the gain or loss of the Fund over certain period of time up to the relevant date.

The Fund is a close-ended fund and no investor may demand redemption of their units.

The listing of the Fund on the Stock Exchange of Hong Kong does not guarantee a liquid market and the Fund may be
delisted. The Fund’s market price on the Stock Exchange of Hong Kong may be different from its net asset value per unit.
Currency movement may affect the value of investments. Investment in emerging market involves higher risks. The Fund
mainly invests directly and indirectly in China A-shares, which are subject to specific risks and restrictions as disclosed in
the Offering Circular. The Fund differs from a typical trust and investors should read the Offering Circular for details
including the risk factors. The document has not been reviewed by the Securities and Futures Commission.

HSBC Global Asset Management (Hong Kong) Limited
Manager of HSBC China Dragon Fund
20 June 2018

As at the date of this announcement, the board of directors of the Manager is comprised as follows: The executive
directors of the Manager are Mr. BERRY, Stuart Glenn, Mr. BOTELHO BASTOS, Pedro Augusto, Dr. MALDONADO-
CODINA, Guillermo Eduardo and Mr. TAM, Chun Pong Stephen. The non-executive directors of the Manager are Dr.
APENBRINK, Rudolf Eduard Walter, Mr. MARTIN, Kevin Ross and Ms. WONG, Pik Kuen Helen.



THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

If you are in doubt as to any aspect of this circular or as to the action to be taken, you should consult a
licensed securities dealer or registered institution in securities, bank manager, solicitor, professional
accountant, or other professional adviser.

If you have sold or transferred all of your units in HSBC China Dragon Fund, you should at once
hand this circular, together with the accompanying form of proxy, to the purchaser or transferee or
to the bank, licensed securities dealer or other agent through whom the sale or transfer was effected
for transmission to the purchaser or transferee.

The Securities and Futures Commission of Hong Kong, Hong Kong Exchanges and Clearing
Limited and The Stock Exchange of Hong Kong Limited take no responsibility for the contents of
this circular, make no representation as to its accuracy or completeness and expressly disclaim any
liability whatsoever for any loss however arising from or in reliance upon the whole or any part of
the contents of this circular.
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section 104 of the Securities and Futures Ordinance
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CORPORATE INFORMATION
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Hong Kong

EXECUTIVE DIRECTORS:
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TAM, Chun Pong Stephen

NON-EXECUTIVE DIRECTORS:
APENBRINK, Rudolf Eduard Walter
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HSBC Institutional Trust Services (Asia) Limited
HSBC Main Building

1 Queen’s Road Central

Hong Kong

Computershare Hong Kong Investor Services Limited
Shops 1712 — 1716, 17 Floor

Hopewell Centre

183 Queen’s Road East

Wanchai

Hong Kong



EXPECTED TIMETABLE

The expected timetable set out below is indicative only and is subject to change. Any
changes to the expected timetable will be announced separately by the Fund. All references to
time are Hong Kong times and dates. (note 1)

Despatch of this document and redemption request
forms. . . ... 12 June 2018

Commencement date for lodging the redemption
request with the Registrar . ... ... ... ... ... . ... . ... . ... ... .. 3 July 2018

Lodgement Date of the Recurring Redemption Offer
(i.e. last date for lodgement of Recurring
Redemption Offer request) . . . .. ................... 4:30 p.m. on 23 July 2018

Redemption Day of the Recurring Redemption Offer
(note 1) . . . o e 24 July 2018

Time for calculating the net asset value of the Fund
as of the Value Day. . . . .......... .. .. .. ... ... ... ...... 9:30 a.m. on the
Business Day immediately after the
Redemption Day (i.e. 25 July 2018)

Announcement of the net asset value of the Fund as of
the Value Day. . .. ... ... . . ... . ... ... by 5:00 p.m. on 25 July 2018

Latest date for return of certificate(s) for Units not
redeemed (if applicable). . ... ... ... ... . . ... . . ... 7 August 2018

Latest date for despatch of cheques to redeeming
Unitholders of Recurring Redemption Offer (note 2) ... ....... The Manager shall
use its best endeavours to
pay all the redemption proceeds,
less the Redemption Levy,
to Unitholders on or
before 24 September 2018
(i.e. within 2 months after
the Redemption Day) However,
distribution of redemption proceeds
payable out of the Fund’s
assets in the PRC will be
subject to the relevant rules
of SAFE and may be delayed
beyond the control of the Manager.
There is no assurance that redemption
proceeds payable out of the Fund’s
assets in the PRC will be
distributed within two months.



EXPECTED TIMETABLE

Notes:
1. Assuming no event occurs which requires a suspension of the Redemption Day.
2. Due to the legal and regulatory requirements in PRC, redemption proceeds payable to Unitholders out of the

Fund’s assets in the PRC may be paid to the Unitholders in more than one month from the Redemption Day.
The Manager shall use its best endeavours to repatriate and distribute such proceeds to the Unitholders within
two months after the Redemption Day (i.e. on or before 24 September 2018). However, distribution of
redemption proceeds payable out of the Fund’s assets in the PRC will be subject to the relevant rules of SAFE
and may be delayed beyond the control of the Manager. There is no assurance that redemption proceeds
payable out of the Fund’s assets in the PRC will be distributed within two months. Investors should refer to
the risk factor headed under “Uncertainty on the payment date of the redemption proceeds” on page 16 of this
circular. The Fund will also use its assets outside PRC if any and appropriate to settle part of the redemption
proceeds and that part of the redemption proceeds payable out of the assets of the Fund outside the PRC will
be payable by 7 August 2018.



DEFINITIONS

In this circular, the following definitions apply throughout unless otherwise stated:

“Applicable
Regulations”

“Business Day”

“CCASS”

“Circular”

CGCOde77

“connected persons”
GLCSRC”
“Directors”

“Explanatory
Statement”

“Extraordinary
Resolution”

the Code on Share Buy-Backs as if they were applicable to the
Fund (including but not limited to all relevant timing and
disclosure requirements under the Code on Share Buy-Backs),
the Handbook and all other applicable codes, rules, regulations
and laws

a day (other than a Saturday or Sunday) on which the Stock
Exchange is open for normal trading and banks are open for
normal banking business in Hong Kong provided that where as a
result of a number 8 typhoon signal, black rainstorm warning or
other similar event, the period during which the Stock Exchange
and banks in Hong Kong are open for any day is reduced, such
day shall not be a Business Day unless the Manager and the
Trustee determine otherwise

the Central Clearing and Settlement System established and
operated by HKSCC

the circular published by the Fund dated 17 November 2015
regarding the extraordinary resolutions in relation to (a) the
Change of Investment Objective, (b) the One-off Redemption
Offer; (c¢) the Recurring Redemption Offer and (d) the changes to
the Trust Deed to effect the Recurring Redemption Offer
approved by the Independent Unitholders of the Fund in the
general meeting held on 7 January 2016

the Code on Unit Trusts and Mutual Funds issued by the SFC, as
the same may from time to time be modified, amended, revised or
replaced, or supplemented either by published guidelines,
policies, practice statements or other guidance issued by the
SFC or, in any particular case, by specific written guidance
issued by the SFC in response to a specific request by the
Manager and/or the Trustee

has the meaning given to it in the Code

China Securities Regulatory Commission

the directors of the Manager

the explanatory statement set out in Appendix 1 to this circular
a resolution proposed as such and passed on a poll by 75% or

more of the votes of those present and entitled to vote in person
or by proxy at a duly convened meeting of the Unitholders



DEFINITIONS

“Firm Intention
Announcement”

“Fund”

“General Meeting”

“Handbook”

“HKSCC”

“Hong Kong”

“Independent
Unitholder(s)”

“Latest Practicable
Date”

“Lodgement Date”

“Manager”

“Offering Circular”

“One-off Redemption
Offer”

“Overseas
Unitholder(s)”

“PRC” or “China”

the announcement dated 23 May 2018 by the Manager in relation
to the Recurring Redemption Offer

HSBC China Dragon Fund

the general meeting of Unitholders held on 7 January 2016 at
which the extraordinary resolutions in relation to (a) the Change
of Investment Objective, (b) the One-off Redemption Offer; (c)
the Recurring Redemption Offer and (d) the changes to the Trust
Deed to effect the Recurring Redemption Offer were approved

the SFC Handbook for Unit Trusts and Mutual Funds,
Investment-Linked Assurance Schemes and Unlisted Structured
Investment Products

Hong Kong Securities Clearing Company Limited

the Hong Kong Special Administrative Region of the People’s
Republic of China

Unitholders other than any Unitholder that has a material
interest in the Recurring Redemption Offer which is different
from the interests of all other Unitholders

8 June 2018, being the latest practicable date prior to the
despatch of this circular for ascertaining certain information
contained herein

23 July 2018, the last date for lodgement of redemption requests
pursuant to the Recurring Redemption Offer

HSBC Global Asset Management (Hong Kong) Limited

the offering circular of the Fund dated 23 October 2017 and
includes any amendments and supplements thereto

the One-off Redemption Offer as described in the Circular

Unitholder(s) whose addresses, as shown in the register of
Unitholders, are outside Hong Kong as of the Lodgement Date
or the lodgement date with respect to each Recurring
Redemption Offer

the People’s Republic of China, but for the purposes of this
circular and the Fund’s investment objective and investment
approach only, excludes Hong Kong, the Macau Special
Administrative Region and Taiwan



DEFINITIONS

“QFII”

“Recurring Redemption
Offer”

“Redemption Day”

“Redemption Levy”

“Registrar”

“Relevant Period”

“SAFE”
GGSFC”

“SFO”

“Stock Exchange”

“Third Recurring
Redemption Offer”

“Trust Deed”

“Trustee”

“Unit(s)”

qualified foreign institutional investor approved by the CSRC
pursuant to the “Measures for the Administration of Investment in
Domestic Securities by Qualified Foreign Institutional Investors”
(A EIMEERE E RNE S ICEE L)) promulgated by
CSRC, People’s Bank of China and SAFE on 24 August, 2006 and
came into effect on 1 September, 2006, as may be amended from time
to time

an offer by the Manager to all Unitholders to redeem part or all
of their holdings in the Fund (subject to a Redemption Levy) as
the Manager determines at its discretion taking into account the
best interests of the Unitholders, subject to certain conditions as
described in the Circular and the Offering Circular, pursuant to
the Firm Intention Announcement and this circular

the Business Day immediately following the Lodgement Date

the redemption fee of up to 2% of the redemption price, payable
in relation to the redemption of Units by a redeeming Unitholder
pursuant to the Recurring Redemption Offer as described in this
circular

Computershare Hong Kong Investor Services Limited, Shops
1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road
East, Wanchai, Hong Kong

the period from 23 November 2017, being the date falling six
months before the date of the Firm Intention Announcement, up
to and including the Latest Practicable Date

State Administration of Foreign Exchange
the Securities and Futures Commission of Hong Kong

the Securities and Futures Ordinance (Cap. 571 of the Laws of
Hong Kong)

The Stock Exchange of Hong Kong Limited

the Recurring Redemption Offer dated 19 December 2017

the trust deed dated 20 June 2007 between the Trustee and the
Manager and includes any amendments and supplements thereto

HSBC Institutional Trust Services (Asia) Limited

unit(s) of the Fund



DEFINITIONS

“Unitholder(s)”

“Value Day”

holder(s) of Units

the Redemption Day, being the date on which the relevant
market closing price of the underlying investments of the Fund,
and the Fund’s applicable operating expenses accrued or
incurred to date shall be used to calculate the net asset value
of the Fund to be adopted as the redemption price for the
purpose of the Recurring Redemption Offer



LETTER FROM THE MANAGER

HSBC CHINA DRAGON FUND
e S BORH RE B &

a Hong Kong unit trust authorised under

section 104 of the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong)

(Stock Code: 820)

Managed by
HSBC Global Asset Management (Hong Kong) Limited
Directors of the Manager: Registered office of the Manager:
EXECUTIVE DIRECTORS: HSBC Main Building
BERRY, Stuart Glenn 1 Queen’s Road Central
BOTELHO BASTOS, Pedro Augusto Hong Kong

MALDONADO-CODINA, Guillermo Eduardo
TAM, Chun Pong Stephen

NON-EXECUTIVE DIRECTORS:
APENBRINK, Rudolf Eduard Walter
MARTIN, Kevin Ross
WONG, Pik Kuen Helen
12 June 2018

To the Unitholders

Dear Sir/Madam

CIRCULAR TO UNITHOLDERS
IN RELATION TO
RECURRING REDEMPTION OFFER

I. INTRODUCTION

Reference is made to the Firm Intention Announcement by the Manager in relation to
the Recurring Redemption Offer as described on pages 9 to 25 of this circular. The purposes
of this circular are to provide you with further information regarding the Recurring
Redemption Offer.

The total net asset value and capitalisation (being the Unit’s closing price on the Stock
Exchange multiplied by the total number of Units in issue) of the Fund as at 7 June 2018 are
HK$1,177,188,484 and HK$1,008,926,478, respectively, representing a discount of 14.29%.
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II.

RECURRING REDEMPTION OFFER

(a) Terms of the Recurring Redemption Offer

(i) Background to the Recurring Redemption Offer

The Extraordinary Resolution regarding the Recurring Redemption Offer
was duly passed by the Unitholders in the General Meeting.

According to the Circular, the Manager may offer a Recurring Redemption
Offer to all Unitholders to redeem part or all of their holdings in the Fund
(subject to a Redemption Levy) as the Manager determines at its discretion taking
into account the best interests of the Unitholders, subject to the following
conditions:

1.

the Fund must be trading at a discount of its net asset value of 20%
(daily average) or more for three consecutive months;

such redemption offer must only be made in the best interests of the
Unitholders;

there is no material adverse impact to the Fund;

the Manager must comply with the principles and rules under the
Applicable Regulations, with the only following exceptions:

(a) no independent advice by an independent board committee and/or
independent financial adviser will be required in relation to any
redemption offer made following the approval of the Recurring
Redemption Offer proposal at the General Meeting;

(b) where the redemption proceeds cannot be repatriated from China
due to legal or regulatory requirements beyond the control of the
Manager, the redemption proceeds payment period may be
extended beyond the time limits stipulated in the Applicable
Regulations. In such case, the Manager must keep proper records
to demonstrate and justify this and keep Unitholders and the SFC
properly and promptly informed. In any event, the redemption
proceeds must be paid to Unitholders as soon as possible after the
receipt of the proceeds by the Fund;

in considering whether to proceed with a redemption offer, the Manager
must take into account of all relevant prevailing market conditions (such
as market liquidity, the percentage of stocks held by the Fund which
have been suspended from trading and other relevant regulatory
requirements) and must be reasonably satisfied that the redemption
proceeds can be paid to Unitholders in accordance with the time limits
stipulated in the Applicable Regulations;
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there is no minimum number of redemption offer to be made in a
calendar year and the maximum number for each calendar year shall not
exceed three;

the aggregate redemption of all Unitholders to be no more than 20% of
the total outstanding number of Units as at the relevant lodgement date
of each Recurring Redemption Offer; and

Independent Unitholders may by Extraordinary Resolution at a general
meeting terminate the Manager’s entitlement to make any further
redemption offer under the Recurring Redemption Offer.

Each Recurring Redemption Offer will be subject to applicable regulatory
approvals but will not be subject to any further approval of the Unitholders nor
the advice of the independent financial adviser. Investors are advised to refer to the
letter of advice from an independent financial adviser dated 17 November 2015 in the
Circular in relation to the opinion and recommendations of the independent financial
advisor including discussions on the reasons, the risks and the benefits associated
with the Recurring Redemption Offer.

The Manager would like to announce that the above eight conditions (being
the conditions before a proposed Recurring Redemption Offer can be made, as set
out in the Circular) were fulfilled and have become unconditional with respect to
the offering of a Recurring Redemption Offer:

l.

the Fund has been trading at a discount of its net asset value of 20.10%
(daily average) from 2 January 2018 to 29 March 2018, being above the
condition of discount of 20% or more for three consecutive months;

such redemption offer is made in the best interests of the Unitholders;
there is no material adverse impact to the Fund;

the Manager must comply with the Applicable Regulations with the only
exceptions set out in condition 4(a) and 4(b) above;

the Manager has taken into account of all relevant prevailing market
conditions and is reasonably satisfied that the redemption proceeds can
be paid to Unitholders in accordance with the time limits stipulated in
the Applicable Regulations;

the Fund has not yet made any Recurring Redemption Offer in 2018,
this met the condition of the Fund not having made more than three
redemption offers in a calendar year; the last Recurring Redemption
Offer was made on 19 December 2017;

— 10 —
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7. the aggregate redemption of all Unitholders will be no more than 20%
of the total outstanding number of Units as at the relevant lodgement
date of the Recurring Redemption Offer; and

8. Independent Unitholders may by Extraordinary Resolution at a general
meeting terminate the Manager’s entitlement to make any further
redemption offer under the Recurring Redemption Offer, and such
Extraordinary Resolution has not taken place.

Accordingly, the Manager has determined at its discretion, taking into
account the best interests of the Unitholders, to make a Recurring Redemption
Offer.

As at the Latest Practicable Date, 85,939,223 Units are in issue. Currently,
Unitholders do not have the right to redeem any part of their holdings of Units.

The Manager wishes to offer a Recurring Redemption Offer to the
Unitholders to redeem the whole or a part of their Units on the Redemption
Day for cash.

(ii) Terms of the Recurring Redemption Offer

The Manager proposes to offer the Unitholders the Recurring Redemption
Offer, being a right to apply to redeem the whole or a part of their Units at,
subject to a Redemption Levy, the net asset value of the Units being redeemed
(calculated using the relevant market closing price of the underlying investments
of the Fund and the Fund’s applicable operating expenses accrued or incurred to
date on the Value Day) on the Redemption Day provided that for the Fund as a
whole the total number of Units to be redeemed by the Unitholders shall not
exceed 20% of the total outstanding number of Units as at the Lodgement Date.
The redemption of Units by a Unitholder pursuant to the Recurring Redemption
Offer will not attract Hong Kong ad valorem or fixed stamp duty. The redemption
of Units by a Unitholder pursuant to the Recurring Redemption Offer will not be
subject to any dealing charges other than the Redemption Levy. The Redemption
Levy, which is up to 2% of the net asset value of the Units being redeemed (i.e. the
redemption price), incorporates commission, stamp duty, transaction cost and
total market impact of implementation (i.e. the price difference during the order
implementation between the execution price and the price at the time of valuation)
will be deducted from the redemption price and will be retained by the Fund for
the benefit of the Fund. The actual level of the Redemption Levy will be
determined by the Manager according to the Manager’s estimation of the above-
mentioned commission, stamp duty, transaction cost and total market impact of
implementation on the Redemption Day. Each redeeming Unitholder will bear the
same percentage of Redemption Levy, namely, the same percentage of the net
asset value of the Units being redeemed. The Redemption Levy will be announced
together with the net asset value of the Fund as of the Value Day by 5:00p.m. on
25 July 2018.

—11 -
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The Recurring Redemption Offer will be satisfied by the disposition by the
Manager of assets of the Fund. The Manager confirms that sufficient liquid
financial resources are available to the Fund to implement and to satisfy the
Fund’s obligations in respect of the Recurring Redemption Offer in full.

The estimated cost (at the price level as at the Latest Practicable Date) for the
Recurring Redemption Offer is HK$900,000, approximately 0.08% of the net
asset value of the Fund as at 7 June 2018. Such cost will primarily include legal
fees and costs, and fees and costs incurred by and payable to the Registrar with
respect to the Recurring Redemption Offer and will be borne by the Fund, that is,
indirectly by all the Unitholders before the Redemption Day with respect to
Recurring Redemption Offer. Redemption Levy, which is up to 2% of the net
asset value of the Units being redeemed (i.e. the redemption price), will be borne
by the redeeming Unitholders pursuant to the Recurring Redemption Offer.

(iii) Procedures with respect to the Recurring Redemption Offer

The Recurring Redemption Offer shall occur on the Redemption Day.
Unitholders who wish to accept the Recurring Redemption Offer must provide
completed redemption requests to the Registrar no later than 4:30 p.m. on the
Lodgement Date; provided that the Unitholders are only entitled to make a
redemption request under the Recurring Redemption Offer with respect to the
Units they hold as of the Lodgement Date. Unitholders that are interested in
exercising their rights under the Recurring Redemption Offer shall be required to
return their redemption requests forms together with the relevant certificate(s)
and/or transfer receipt(s) and/or any other document(s) of title (and/or any
satisfactory indemnity or indemnities required in respect thereof) for the number
of Units in respect of which Unitholders intend to redeem, by post or by hand to
the Registrar by no later than 4:30 p.m. on the Lodgement Date. No further
action shall be required from the Unitholders who elect to continue to hold onto
their entire holdings of Units in the Fund. Unitholders who have lost the
certificates representing their Units should contact the Registrar and follow the
procedure as required by the Registrar. Unitholders whose Units are held by a
nominee company, including those whose interests in the Units are held through
CCASS, should refer to the section headed “Nominee Registration of Units”
below.

Due to the legal and regulatory requirements in PRC, redemption proceeds
payable to Unitholders out of the Fund’s assets in the PRC may be paid to the
Unitholders in more than one month from the Redemption Day. The Manager shall
use its best endeavours to repatriate and distribute such proceeds to the Unitholders
within two months after the Redemption Day (i.e. on or before 24 September 2018).
However, distribution of redemption proceeds payable out of the Fund’s assets in the
PRC will be subject to the relevant rules of SAFE and may be delayed beyond the
control of the Manager. There is no assurance that redemption proceeds payable out
of the Fund’s assets in the PRC will be distributed within two months. Investors
should refer to the risk factor headed under “Uncertainty on the payment date of the
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redemption proceeds” below. The Fund will also use its assets outside PRC if any
and appropriate to settle part of the redemption proceeds and that part of the
redemption proceeds payable out of the assets of the Fund outside the PRC will be
payable by 7 August 2018. As such, the Fund may need to pay the redemption
proceeds to Unitholders by instalments and the Fund will pay all the redemption
proceeds to the Unitholders as soon as possible after receipt of the proceeds by the
Fund. Further announcements will be made by the Manager as soon as practicable if
there is a need to pay by instalment and the corresponding date(s) of payment and
also after the Redemption Day in respect of the results of the redemptions made
pursuant to the Recurring Redemption Offer. As of 7 June 2018, A Shares invested
directly through QFII and other net assets in the PRC account for approximately
95.84% of the net asset value of the Fund, the redemption proceeds payable out of
the assets in the PRC as of 7 June 2018 is approximately 80% of the total
redemption proceeds (assuming that 20% of the total outstanding Units are being
redeemed).

(iv) Limits on the Recurring Redemption Offer

Unitholders should note that there is no minimum number of Units which a
qualifying Unitholder can apply to redeem under the Recurring Redemption
Offer; however, a Unitholder may not apply to redeem more Units than such
Unitholder holds as at the Lodgement Date. A Unitholder may apply to redeem
the whole or a part of his or her holding of Units, redemption application with
respect to Units that are in excess of his or her holdings will be disregarded by the
Manager.

The total number of Units to be redeemed by the Unitholders shall not
exceed 20% of the total outstanding number of Units as at the Lodgement Date.
Regardless of the number of Units a Unitholder has validly applied to redeem, in
the event that the aggregate number of Units for which applications are made
under the Recurring Redemption Offer exceeds 20% of the total outstanding
number of Units as at the Lodgement Date, the number of Units that such
Unitholder can eventually redeem will be reduced proportionally. Under such
situation, the Fund will satisfy the redemption requests of Unitholders wishing to
redeem their Units on a pro rata basis based on the number of Units the
Unitholders have validly applied to redeem, rounded down to the nearest whole
Unit.

The Fund will dispose of its investments in an orderly manner in order to
effect the Recurring Redemption Offer. In the event that the aggregate number of
Units for which applications to redeem are made under the Recurring Redemption
Offer exceeds 20% of the outstanding number of Units as at the Lodgement Date,
the Manager shall, subject to the redemption requests complying with the
requirements of the Trust Deed, (i) limit the number of Units to be redeemed
under the Recurring Redemption Offer to 20% of the outstanding number of
Units as at the Lodgement Date and (ii) realise its investments and apply all or
part of such realisation proceeds to satisfy the redemption requests of Unitholders
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wishing to redeem their Units on a pro rata basis based on the number of Units
the Unitholders have validly applied to redeem, rounded down to the nearest
whole Unit. Any request for the Recurring Redemption Offer which is not satisfied
shall be void and certificates representing such Units shall be returned to
Unitholders within 10 Business Days after the Redemption Day.

If the aggregate of the actual applications for redemption by the Unitholders
made under the Recurring Redemption Offer is less than or equal to the aggregate
maximum limit of 20% of the total outstanding number of Units as at the
Lodgement Date, all Units applied to be redeemed will be redeemed. The balance
between the Units actually redeemed and 20% of the total outstanding number of
Units as at the Lodgement Date will neither be carried forward nor be available
for any subsequent redemption by any Unitholder on any subsequent trading day
of the Fund. The Manager shall, subject to the redemption requests complying
with the requirements of the Trust Deed (including, amongst others, any request
for the Recurring Redemption Offer must be given in writing signed by the
Unitholder or any one of joint Unitholders and must specify the number of Units
that are to be realised, and the name or names of the Unitholder or Unitholders
together with the relevant certificate(s) and/or transfer receipt(s) and/or any other
document(s) of the title (and/or any satisfactory indemnity or indemnities
required in respect thereof), the signature of the Unitholder (or each joint
Unitholder) has been verified to the satisfaction of the Manager or its agent or, if
relevant, the Trustee), (1) satisfy all such redemption requests and (ii) realise its
investments and apply all or part of such realisation proceeds to satisfy such
redemption requests under the Recurring Redemption Offer.

The Units to be redeemed must be free from all liens, charges, encumbrances,
equitable interests, rights of pre-emption or other third party rights of any nature.
Accordingly, the submission of a redemption request by eligible Unitholder will
be deemed to constitute a representation and warranty by him or her to the
Manager and the Fund that his or her Units are sold free from all liens, charges,
encumbrances, equitable interests, rights of pre-emption or other third party
rights of any nature and together with all rights attaching thereto on or after the
date of the Firm Intention Announcement (including the right to all dividends and
distributions (if any) declared, made or paid on or after the date of the Firm
Intention Announcement) or obligation to create or to give an encumbrance in
relation to any of such Units and that no person has claimed to be entitled to an
encumbrance in relation to any such Units.

All redeemed Units will be cancelled.
(v) Payment procedure for the Recurring Redemption Offer

It is the intention of the Manager to realise the relevant investment of the
Fund as soon as practicable on or about the Value Day.
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The Manager will aim to realise the Fund’s offshore assets (i.e. assets being
held by the Fund outside the PRC) first to satisfy the redemption requests, subject
to the condition that the Manager will aim to ensure that the Fund will continue
to hold approximately 5% of the Fund’s total net asset value offshore outside the
PRC immediately after the redemption, taking into account the ongoing liquidity
need of the Fund outside the PRC (such as payment of various fees and expenses
outside PRC) and the asset size required by the Fund to maintain a portfolio
efficiently outside PRC.

If the amount obtained by the Fund from the realisation of its assets outside
PRC is not adequate to pay the redemption proceeds, the Manager will realise a
portion of the assets of the Fund in the PRC and convert such proceeds into
United States dollars as soon as practicable on or about the Value Day, and will
arrange to hedge the United States dollars back to Hong Kong dollars (the Fund’s
base currency) accordingly. The Manager will aim to repatriate the relevant
proceeds out of the PRC as soon as practicable. After the completion of
repatriation, the Manager will apply all or part of such realisation proceeds to
satisfy the redemption requests, with the remaining realisation proceeds, if any,
being held or invested by the Fund outside PRC according to the Fund’s
investment objective.

Subject to a number of factors including, but not limited to, the total amount
of redemption requests, the amount of offshore assets held by the Fund (i.e. assets
outside the PRC), the monthly repatriation limit on the net realised profits and
principal funds by QFIlIs, the time required by the Fund to repatriate funds from
the PRC, the Fund may need to pay the redemption proceeds, less the Redemption
Levy, by instalments.

According to current rules and regulations in the PRC, net realised profits
and principal funds of the QFII, up to 20% of the QFII’s total asset value in the
PRC as of the end of the immediately preceding calendar year, may be repatriated
out of the PRC on a monthly basis, subject to the relevant regulatory approval
and the satisfaction of required documents (where applicable).

If the Fund is required to dispose of its assets in the PRC to satisfy the entire
or part of the redemption requests accepted by the Fund in respect of the
Recurring Redemption Offer, it is expected that (i) the first repatriation of the
disposition proceeds of such assets may take approximately two months and (ii)
any subsequent repatriation(s) which may be required until the Fund can satisfy
all the redemption requests accepted by the Fund in respect of the Recurring
Redemption Offer may take place with a one-month interval from one
repatriation to another.

Investors should refer to the risk factor headed under “Uncertainty on the
payment date of the redemption proceeds” under Key Risk Factors (b)(i) below.

— 15 -



LETTER FROM THE MANAGER

(b) Key Risk Factors

Unitholders should carefully consider the risk factors described in the Offering
Circular and below before deciding on whether to apply for redemption of their Units
under the Recurring Redemption Offer:

(1)

(i)

Uncertainty on the payment date of the redemption proceeds: the Manager shall
use its best endeavours to pay all the redemption proceeds, less the Redemption
Levy, to Unitholders on or before 24 September 2018 (i.e. within 2 months after
the Redemption Day). However, distribution of redemption proceeds payable
out of the Fund’s assets in the PRC will be subject to the relevant rules of SAFE
and may be delayed beyond the control of the Manager. There is no assurance
that redemption proceeds payable out of the Fund’s assets in the PRC will be
distributed within two months. The Fund will also use its assets outside PRC if
any and appropriate to settle part of the redemption proceeds and that part of
the redemption proceeds payable out of the assets of the Fund outside the PRC
will be payable by 7 August 2018. Accordingly, the Fund may need to pay the
redemption proceeds, less the Redemption Levy, by instalments depending on a
number of factors including, but not limited to, the total amount of redemption
requests, the amount of offshore assets held by the Fund (i.e. assets outside the
PRC), the monthly repatriation limit on the net realised profits and principal
funds by QFIIs, the time required by the Fund to repatriate funds from the
PRC.

According to the legal and regulatory requirements in PRC, the amount the
Fund can repatriate each month is limited (up to 20% of the QFII’s total asset
value in the PRC as of the end of the immediately preceding calendar year).
This may delay the payment of redemption proceeds to holders, especially when
the Fund needs more than one repatriation to pay the redemption proceeds.
SAFE may also implement ad hoc control on repatriation, which the Manager
does not have control over and may also cause delay in paying repatriation
proceeds to holders. If the Fund is required to repatriate disposition proceeds
from the PRC to satisfy the entire or part of the redemption requests accepted
by the Fund in respect of the Recurring Redemption Offer, the payment of such
redemption proceeds under the Recurring Redemption Offer is subject to the
applicable PRC repatriation rules and the regulatory and tax clearance
approval process which may cause delays or adjustment in calculation of the
repatriation limits. The Fund will pay all the redemption proceeds to the
Unitholders as soon as possible after receipt of the proceeds by the Fund. Based
on the current legal and regulatory requirements in PRC, the Manager is
reasonably satisfied that redemption proceeds can be repatriated from the PRC
within two months after the Redemption Day;

Uncertainty on the trading price and the net asset value of the Fund: under the
Recurring Redemption Offer, the net asset value at which the eligible Units
will be redeemed shall be determined using the relevant market closing price
of the underlying investments of the Fund and the Fund’s applicable
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(ii1)

(iv)

v)

operating expenses accrued or incurred to date on the Value Day, and subject
to the Redemption Levy and the relevant calculation method, shall be
announced by the Manager no later than two Business Days after the Value
Day. The Redemption Levy is to be retained by the Fund for the benefit of
the Fund. Unitholders should note that the net asset value at which the
eligible Units will be redeemed may be higher or lower than the traded price
of the Units. There is no assurance that the Fund will be traded at a price
that is equal to or at a reduced discount to its net asset value subsequent to
the effecting of the Recurring Redemption Offer or that the performance of
the Fund will be improved or enhanced thereafter;

Uncertainty on whether a Unitholder may redeem all its Units: as the total
number of Units to be redeemed by the Unitholders shall not exceed 20% of
the total outstanding number of Units as a whole as at the Lodgement Date,
a Unitholder may not be able to redeem all the Units he or she applies to
redeem under the Recurring Redemption Offer regardless of whether he or
she applies to redeem more or less than 20% of the Units he or she owns at
the Lodgement Date.

In the event that the aggregate number of Units for which applications to
redeem are made under the Recurring Redemption Offer exceeds 20% of the
outstanding number of Units as at the Lodgement Date, the Manager shall
apply the relevant realisation proceeds to satisfy the redemption requests of
Unitholders wishing to redeem their Units on a pro rata basis based on the
number of Units the Unitholders have validly applied to redeem, rounded
down to the nearest whole Unit. Unitholders should refer to the section
headed “Limits on the Recurring Redemption Offer” above for details;

Risk of Odd Lots: any Units held by Unitholders that are not successfully
redeemed under the Recurring Redemption Offer may be in odd lots. The
realisable price of such odd lot Units may be significantly lower than the
traded price for such Units;

Impact on the total expense ratio and size of the Fund. the Recurring
Redemption Offer, (i) if effected, will increase the total expense ratio of the
Fund by 0.01%(i.e. from 1.90% for the financial year ended 31 March 2017
to approximately 1.91% after the Recurring Redemption Offer (assuming
that 20% of the total outstanding Units will be redeemed), this has taken into
account the reduction in the net asset value of the Fund under (ii) of this
paragraph (v)) as a result of the expenses incurred with respect to the
Recurring Redemption Offer and such expenses are not covered by the
Redemption Levy and (ii) reduce the size of the Fund after such Recurring
Redemption Offer is effected. The Manager may decide to terminate the
Fund on any date if on such date the asset value of the Fund shall be less
than HK$400,000,000 under the Trust Deed, however, while the Manager
does not envisage the current exercise of the Recurring Redemption Offer
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will result in the asset value of the Fund being less than HK$400,000,000,
recurring redemption offer(s) to be made in the future may result in the
termination of the Fund;

(vi) Remittance risk: all documents and remittances will be sent to the
Unitholders through ordinary post at their own risk. These documents and
remittances will be sent to the Unitholders at their respective addresses as
they appear in the register of Unitholders, and in the case of joint
Unitholders, to the Unitholder whose name appears first in the register of
Unitholders; and

(vii) Foreign currency risk: a major part of the Fund’s investments is denominated
in RMB and a major portion of the Fund’s revenue and income is received in
RMB. There is no assurance that any revenue and income received by the
Fund in RMB may be promptly converted into USS$, the Fund will therefore
be exposed to risk of fluctuation in the exchange rate of RMB relative to USS$
and USS$ relative to Hong Kong dollars (the currency in which the
redemption proceeds will be paid in). The Manager may use hedging
techniques to, at the costs and expense of the Fund, attempt offsetting
currency risks. However, there is no assurance that the hedging techniques to
be adopted by the Manager will achieve a desired result which is beneficial to
the Fund’s investments and performance.

(¢) Taxation

Unitholders should consult their professional advisers on the consequences to them of
redeeming Units under the relevant laws of the jurisdictions to which they are subject,
including the tax consequences and any exchange control requirements. These
consequences, including the availability of, and the value of, tax relief to investors, will
vary with the law and practice of the investors’ country of citizenship, residence, domicile
or incorporation and their personal circumstances.

The following statements regarding taxation are based on advice received by the
Fund regarding the law and practice in force in Hong Kong at the Latest Practicable
Date. Investors should be aware that levels and bases of taxation are subject to change
and that the value of any relief from taxation depends upon the individual
circumstances of the taxpayer.

(i) Hong Kong
e  Profits Tax

No tax will be payable by the Unitholders in Hong Kong in respect of
dividends or other distributions of the Fund or in respect of any capital gains
arising on a sale or other disposal of Units, except that Hong Kong profits
tax may arise where such transactions form part of a trade, profession or
business carried on in Hong Kong.
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(ii)

e  Stamp Duty

The redemption of Units by a Unitholder will not attract Hong Kong ad
valorem or fixed stamp duty.

The trading of Hong Kong stock (including the underlying H shares and
shares issued by red chip companies) by the Fund to effect the Recurring
Redemption Offer is subject to Hong Kong stamp duty. The Fund and the
counterparty will each be liable to stamp duty at the current rate of 0.1% of
the price of shares being sold and purchased.

The PRC

The information below is a summary of certain areas of PRC taxation which

are likely to be relevant to the Fund and the Unitholders and should not be taken
as a definitive, authoritative or comprehensive statement of the relevant matter.
In particular, there are various other taxes, duties, levies and charges which are
generally of less significance but may nevertheless be applicable to the Fund and
the Unitholders.

e Corporate income tax

Pursuant to the Corporate Income Tax Law of the PRC and its
implementation rules, a foreign enterprise that does not have any
establishment or place of business in China is subject to a corporate
income tax at the rate of 10% for the dividends, interest, royalty, rental and
other income (including capital gain) earned from sources in the PRC.

e  Stamp tax

Pursuant to the tentative regulations of the PRC stamp tax, stamp tax is
levied on the execution or receipt within the territory of China of certain
documents, including contracts for the transfer of equity interests and the
sale of A Shares and B Shares on stock exchanges.

According to the latest notice issued by the Ministry of Finance
(“MoF*) and the State Administration of Taxation (“SAT"), the transfer of
A Shares and B shares each is subject to 0.1% stamp tax of the total proceeds
but only on the selling side.

e  Business tax/Value-Added Tax (“VAT”)

Pursuant to the notice Caishui [2005] No. 155 issued jointly by the SAT
and MoF in December 2005, gains derived by QFIIs from securities trading
carried out by the PRC brokers are exempted from business tax in the PRC.
Pursuant to the notice Caishui [2016] No. 36 issued jointly by the SAT and
MoF in March 2016, effective from 1 May 2016, PRC VAT replaced business
tax to cover all sectors that used to fall under the PRC business tax. Gains
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derived by QFIIs from securities trading carried out through domestic
entrusted companies (i.e., the PRC brokers) and those derived from the
trading of China A-shares listed on the Shanghai Stock Exchange are
exempted from VAT.

In addition, pursuant to the “Circular on the Taxation Policy of the
Pilot Programme for the Mutual Stock Market Access between Shenzhen and
Hong Kong Stock Markets” Caishui [2016] No.127 promulgated by the MoF,
the SAT and the China Securities Regulatory Commission on 1 December
2016, under the business tax to VAT transformation pilot program, gains
from the trading of China A-shares listed on the Shenzhen Stock Exchange
will also be exempted from VAT.

Please refer to the section headed “Taxation and Regulatory
Requirements” in the Offering Circular for more information.

(d) Suspension of the Recurring Redemption Offer

As previously approved at the General Meeting and set out in the Circular, the
Recurring Redemption Offer will not be subject to any further approval of the
Unitholders nor the advice of the independent financial advisor. As stated in the
Circular, the right of Unitholders to redeem may be suspended by the Manager in the
event that: (A) when either the China or the Hong Kong market is closed; (B) when
dealings in the China or the Hong Kong market is restricted or suspended; and/or (C)
during the existence of any state of affairs as a result of which disposal or valuation of
some or all investments or other property for the time being comprised in the Fund
cannot, in the opinion of the Manager, be effected normally or without seriously
prejudicing the interests of Unitholders.

The Recurring Redemption Offer will not lapse or be conditional on any
minimum number of redemption applications made by the Unitholders.

(e) Overseas Unitholders

Based on the register of Unitholders as at the Latest Practicable Date, there were
no Unitholder with registered addresses outside Hong Kong.

(f) Dealings in Units by the Fund, the Manager and any entities that are their parent,
their subsidiaries, their fellow subsidiaries, associated companies of any of the
foregoing, and companies of which such companies are associated companies

During the 12-month period immediately preceding the date of this circular, the
Fund redeemed an aggregate of 21,484,754 Units at HKS$13.14 per Unit on 19
December 2017 pursuant to the Third Recurring Redemption Offer and has not
conducted any other buy-back of any Units. The Fund has not conducted any buy-
back of any Units since 31 March 2018, being the date of the end of the last financial
year of the Fund.
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The Fund will not conduct any on-market buy-back of Units from the date of the
Firm Intention Announcement up to and including the Redemption Day or when the
condition to the Recurring Redemption Offer set out in paragraph (d) above is not
met.

(g) Holding Structure

Set out below is a table showing the estimated holding structure of the Fund prior
to and after the completion of the Recurring Redemption Offer on the assumptions
that (i) the aggregate number of Units for which applications are made under the
Recurring Redemption Offer reaches 20% of the outstanding number of Units as at the
Lodgement Date; and (ii) the number of the Units in issue as at the Latest Practicable
Date remains unchanged until the completion of the Recurring Redemption Offer.

The Fund has not and will not have any parent, subsidiary, fellow subsidiary and/
or associated company.

Immediately before
the completion of
the Recurring
Redemption Offer

Immediately after
the completion of
the Recurring
Redemption Offer

Units Approx. % Units Approx. %

Public Unitholders 85,782,861 99.82% 68,626,289 99.82%

Fellow subsidiaries and/or
associated companies of
the Manager that (i)
trade in the Units as
discretionary fund
managers and/or (ii) for
proprietary purposes
own or control or direct
the holding of voting
rights and rights over
the Units 0.18% 0.18%

156,362 125,090

(h) Odd Lots Arrangements

Currently, the Units are traded in board lots of 500 Units each. Such board lot
size will not change as a result of the Recurring Redemption Offer. Eligible
Unitholders should note that acceptance of the Recurring Redemption Offer may
result in their holding of odd lots of the Units.

The Manager will not make arrangements with any designated broker to match
sales and purchases of odd lot trading of Units after completion of the Recurring
Redemption Offer in order to enable such redeeming Unitholders to dispose of their
odd lots or to top up their odd lots to whole board lots.
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(i) Nominee Registration of Units

Unitholders whose Units are held by a nominee company should note that the
Manager will regard the nominee company as a single Unitholder according to the
register of Unitholders. In order for the beneficial owners of the Units whose
investments are registered in nominee names (including those whose interests in the
Units are held through CCASS) to accept the Recurring Redemption Offer, they may
either (1) provide instructions to their nominee agents of their intentions with regard to
the Recurring Redemption Offer or (ii) arrange for the Units to be registered in his/her
name by the Fund through the Registrar, and send the redemption request forms
(available from the Registrar) duly completed together with the certificate(s) of Units
to the Registrar.

(j) Other Arrangements

There is no arrangement (whether by way of option, indemnity or otherwise) in
relation to the Units and which might be material to the Recurring Redemption Offer.

Other than the condition to the Recurring Redemption Offer as noted under the
section headed “Condition to the Recurring Redemption Offer” above, there is no
agreement or arrangement to which the Fund, the Manager and any entities that are
their parent, subsidiaries, fellow subsidiaries, associated companies of any of the
foregoing, and companies of which such companies are associated companies which
relates to circumstances in which they may or may not invoke or seek to invoke a pre-
condition or a condition to the Recurring Redemption Offer. None of the Fund, the
Manager or any entity that is their parent, subsidiary, the Manager’s fellow subsidiary,
associated company of any of the foregoing, and any company of which such company
is an associated companies has borrowed or lent any Units.

As at the Latest Practicable Date, no persons, including the Fund, the Manager,
the Manager’s parent, any of the Manager’s subsidiary, the Manager’s fellow
subsidiary, associated company of any of the foregoing, and any company of which
such company is an associated company has received any irrevocable commitment
from any persons to irrevocably accept or reject the Recurring Redemption Offer.

(k) Reason for and Financial Effect of the Recurring Redemption Offer

The Manager considers that the Recurring Redemption Offer is in the best
interests of the Unitholders. The Recurring Redemption Offer will provide the
Unitholders an option to exit part of their investment in the Fund. In addition, given
the Fund has been trading at an average discount of 20.10% to its net asset value over
the past three months since 2 January 2018 to 29 March 2018, the Manager believes
that the Recurring Redemption Offer may potentially narrow such discount. However,
there is no assurance that the Fund will be traded at a price that is equal to or at a
reduced discount to its net asset value subsequent to the effecting of the Recurring
Redemption Offer or that the performance of the Fund will be improved or enhanced
thereafter.
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The Recurring Redemption Offer, if effected, will:

(1) enable the redeeming Unitholders to receive redemption proceeds equivalent
to the net asset value of the Fund attributable to their redeeming Units on the
Value Day, less the Redemption Levy;

(i1) reduce the total net asset value, and therefore size, of the Fund by an amount
proportionate to the actual number of Units redeemed. The Manager may
decide to terminate the Fund on any date if on such date the asset value of
the Fund shall be less than HK $400,000,000 under the Trust Deed. However,
while the Manager does not envisage the current exercise of the Recurring
Redemption Offer will result in the asset value of the Fund being less than
HK$400,000,000, recurring redemption offer(s) to be made in the future may
result in the termination of the Fund; and

(ii1) increase the total expense ratio of the Fund from 1.90% for the financial year
ended 31 March 2017 to approximately 1.91% after the Recurring
Redemption Offer (assuming that 20% of the total outstanding Units are
being redeemed).

Investors are advised to refer to the letter of advice from an independent financial
adviser dated 17 November 2015 in the Circular in relation to the opinion and
recommendations of the independent financial advisor including discussions on the
reasons, the risks and the benefits associated with the Recurring Redemption Offer.
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(I) Net Asset Value

Based on the net asset value of the Fund as at 7 June 2018 (being the last Business
Day before the Latest Practicable Date), upon the completion of the Recurring
Redemption Offer (assuming that the aggregate number of Units for which
applications are made under the Recurring Redemption Offer reaches 20% of the
outstanding number of Units on the Lodgement Date), the financial impact to the
Fund’s net asset value is expected to be as follows:

Immediately before Immediately after

the Recurring the Recurring
Redemption Offer =~ Redemption Offer
(HKS$) (HKS$)
Net asset value of the Fund as at 7
June 2018 (Note 1) 1,177,188,484 1,177,188,484
Less: Redemption proceeds payable to
Unitholders under the Recurring
Redemption Offer (Note 2) — (230,728.,942)
Less: Estimated costs and expenses
with respect to the realisation of the
assets of the Fund — (4,708,754)
1,177,188,484 941,750,788
Number of Units in issue 85,939,223 68,751,379
Unaudited adjusted net asset value
per Unit HK$13.70 HK$13.70

Note 1: being the unaudited consolidated equity attributable to Unitholders as at 7 June 2018 as
published by the Fund on 8 June 2018 which has included accruals of estimated expenses
in relation to the Recurring Redemption Offer.

Note 2: The redemption proceeds payable to Unitholders is calculated as follows assuming that the
costs and expenses with respect to the realisation of the assets of the Fund under the
Recurring Redemption Offer to be the equivalent to the Redemption Levy and assuming
that the Redemption Levy is being charged at 2% of the net asset value of the Units being

redeemed:
Net asset value of the Units being redeemed HK$235,437,696
Less: Redemption levy retained by the Fund (HK$4,708,754)

HK$230,728,942
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According to the above example, the Recurring Redemption Offer involves the
payment of HK$235,437,696 (before deduction of Redemption Levy) to the
Unitholders and incurs estimated costs and expenses with respect to the realisation
of the assets of the Fund of approximately HK$4,708,754, therefore the net asset value
of the Fund will be reduced by the same amount. On the other hand, assume that the
Redemption Levy to be deducted from the redemption price and retained by the Fund
is equal to the estimated costs and expenses with respect to the realisation of the assets
of the Fund, the net asset value of the Fund will be increased by the same amount, i.e.
HK$4,708,754. The Recurring Redemption Offer will therefore reduce the unaudited
adjusted net asset value and hence the working capital from HK$1,177,188,484 to
HK$941,750,788 assuming that the aggregate number of Units for which applications
are made under the Recurring Redemption Offer reaches 20% of the outstanding
number of Units on the Lodgement Date. However, the net asset value per Unit is not
expected to change subsequent to the Recurring Redemption Offer and will remain at
HK$13.70 based on the information and assumption mentioned in the example above.

The Manager considers that the Recurring Redemption Offer will not
significantly affect the liabilities of the Fund as the redemption proceeds payable to
Unitholders under the Recurring Redemption Offer will be satisfied in full by the
disposition by the Manager of assets of the Fund.

(m) Future Intentions of the Fund

The management of the Fund will remain unchanged and the Fund’s listing on the
Stock Exchange will be maintained upon completion of the Recurring Redemption
Offer. No other major changes will be introduced to the Fund. The size of the Fund
will be reduced after the Recurring Redemption Offer and the Manager may decide to
terminate the Fund on any date if on such date the asset value of the Fund shall be less
than HK$400,000,000 under the Trust Deed, however, while the Manager does not
envisage the current exercise of the Recurring Redemption Offer will result in the asset
value of the Fund being less than HK$400,000,000, recurring redemption offer(s) to be
made in the future may result in the termination of the Fund.

The Manager intends to continue to meet the public float requirement with
respect to the Units after the close of the Recurring Redemption Offer.

(n) Information on the Fund and the Manager

The Fund is a unit trust constituted by the Trust Deed governed by the laws of
Hong Kong. Please refer to the Offering Circular for the investment objective of the
Fund.

The Manager of the Fund is HSBC Global Asset Management (Hong Kong)
Limited. The principal business activity of the Manager is asset management.
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III. GENERAL
Explanatory Statement

The Manager is required to send to the Unitholders an explanatory statement setting
out the terms of the Recurring Redemption Offer and containing all other information
reasonably necessary to enable the Unitholders to make an informed decision on whether to
accept a Recurring Redemption Offer. The Explanatory Statement is set out in Appendix 1
to this circular.

The Directors and the Trustee are of the opinion that the Recurring Redemption Offer
is in the interests of the Fund and the Unitholders as a whole.

Your attention is drawn to the additional information set out in the Explanatory
Statement in Appendix 1 to this circular. The following documents will be available to
investors for inspection, free of charge, at the registered office of the Manager and on the
website of the Fund at www.assetmanagement.hsbc.com/hk-chinadragonfund:

e the Circular;

e the letter of advice from an independent financial adviser dated 17 November
2015 containing its advice to the independent unitholders of the Fund as to
whether the One-off Redemption Offer and the Recurring Redemption Offer were
fair and reasonable as to acceptance and voting in the General Meeting;

e the Trust Deed;
e the Offering Circular and the key fact statement of the Fund; and

e the audited accounts of the Fund for the last two financial years for which these
have been published.

The unaudited net asset value per Unit on the last Business Day of each calendar
month is published within ten (10) Business Days in the South China Morning Post and the
Hong Kong Economic Times. The Manager also publishes the unaudited net asset value per
Unit of each valuation day on the Fund’s website at www.assetmanagement.hsbc.com/hk-
chinadragonfund within one (1) Business Day after the relevant valuation day for investors’
reference.

It should be noted that dealings in the Units will continue during the period from the date
of this Circular to the Redemption Day. Those Unitholders selling their Units and persons
purchasing the Units during such period will accordingly bear the risk that the Recurring
Redemption Offer may not occur or may be delayed. If any Unitholder or other person
contemplating selling or purchasing any of the Units during this period is in doubt about his or
her position, he or she is advised to exercise caution when dealing in the Units and is also
recommended to consult his or her professional adviser.
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IV. RESPONSIBILITY STATEMENT

All directors of the Manager jointly and severally accept full responsibility for the
accuracy of information contained in this circular and the Explanatory Statement in
Appendix 1 to this circular and confirm, having made all reasonable inquiries, that to the
best of their knowledge, opinions expressed in this circular and the Explanatory Statement
in Appendix 1 to this circular have been arrived at after due and careful consideration and
there are no other facts not contained in this circular and the Explanatory Statement in
Appendix 1 to this circular, the omission of which would make any statement in this
circular and the Explanatory Statement in Appendix 1 to this circular misleading.

Investors who have any questions regarding the above may contact the Manager at
Level 22, HSBC Main Building, 1 Queen’s Road Central, Hong Kong (telephone number:
(852) 2284 1229).

Yours faithfully
By order of the board of
HSBC Global Asset Management (Hong Kong) Limited
As manager of HSBC China Dragon Fund
BOTELHO BASTOS, Pedro Augusto
Director of the Manager
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This Appendix 1 serves as an explanatory statement to provide Unitholders with
relevant information to enable you to make an informed decision whether to accept the
Recurring Redemption Offer.

Defined terms used in this Explanatory Statement have the same meanings given to them in
the circular to Unitholders of the Fund dated 12 June 2018 and also the Trust Deed.

1.

RECURRING REDEMPTION OFFER

Units in Issue

1.1

As at the Latest Practicable Date, the aggregate of Units outstanding is
85,939,223 Units. The Manager wishes to offer the Recurring Redemption Offer
for cash. Pursuant to the Recurring Redemption Offer, Unitholders will be
entitled to apply to redeem the whole or a part of their Units subject to the Trust
Deed and the following provisions and a redemption request form (available from
the Registrar) will be despatched to all Unitholders.

Procedures

1.2

1.3

1.4

On receipt by the Registrar of a redemption request from a Unitholder which
complies with the requirements of sub-clause 1.4, the Manager shall, subject to
sub-clauses 1.9 and 1.10, effect the redemption of the Units specified in the
redemption request at the redemption price, less the Redemption Levy, as
determined under sub-clause 1.5. Such Redemption Levy is to be retained by the
Fund for its own benefit.

A redemption request complying with the requirements of sub-clause 1.4 shall be
dealt with only at the close of the last market of the underlying investments of the
Fund (the “Valuation Point“) on the Value Day in relation to the Redemption Day
on which the redemption is to be effected. In order for a redemption request to be
effected on the Value Day, the redemption request together with such
Unitholder’s certificate of Units must be received by the Registrar not later
than 4:30 p.m. (Hong Kong time) on the Lodgement Date; provided that the
Unitholders are only entitled to make a redemption request under the Recurring
Redemption Offer with respect to the Units they hold as of the Lodgement Date.
No further action shall be required from the Unitholders who elect to continue to
hold onto the entire holdings of Units in the Fund. Unitholders who have lost the
certificates representing their Units should contact the Registrar and follow the
procedure as required by the Registrar.

To be effective a redemption request must be given in writing signed by the
Unitholder or any one of joint Unitholders and must specify the number of Units
that are to be realised, the name or names of the Unitholder or Unitholders
together with the relevant certificate(s) and/or transfer receipt(s) and/or any other
document(s) of title (and/or any satisfactory indemnity or indemnities required in
respect thereof). A redemption request once given cannot be revoked without the
consent of the Manager.
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No acknowledgement of receipt of any redemption request form or certificates(s)
of Units will be given. Only one redemption request form may be submitted by
each Unitholder to the Registrar. Acceptances duly received will become
irrevocable and cannot be withdrawn.

Regardless of whether Unitholders decide to accept or not accept the Recurring
Redemption Offer, they should not submit their certificate(s) of Units to the
Registrar before 3 July 2018. Any certificate(s) of Units received prior to 3 July
2018 may not be treated as application for the Recurring Redemption Offer and
all such unaccepted certificate(s) will be returned to the Unitholders (by ordinary
post, at that Unitholder’s own risk) as soon as practicable and in any event, no
later than 7 Business Days from the date of receipt. Unitholders may resubmit
their certificate(s) of Units to the Registrar before the Lodgement Date if they
would like to make a redemption request under the Recurring Redemption Offer
with respect to the Units they hold as of the Lodgement Date.

Redemption Price and Payment of Proceeds

1.5

1.6

The price per Unit shall be realised on the Value Day at the redemption price (that
is, the net asset value per Unit as at the Value Day) less the Redemption Levy in
accordance with the Trust Deed. Costs and expenses with respect to the
realisation of the assets of the Fund, namely, commission, stamp duty,
transaction cost and total market impact of implementation (i.e. the price
difference during the order implementation between the execution price and the
price at the time of valuation) will be offset against the Redemption Levy. The
Redemption Levy which is up to 2% of the net asset value of the Units being
redeemed (i.e. the redemption price) will be deducted from the redemption price
and will be retained by the Fund for the benefit of the Fund. The actual level of
the Redemption Levy will be determined by the Manager according to the
Manager’s estimation of the above-mentioned commission, stamp duty,
transaction cost and total market impact of implementation on the Redemption
Day. Each redeeming Unitholder will bear the same percentage of Redemption
Levy, namely, the same percentage of the net asset value of the Units being
redeemed. The Redemption Levy will be announced together with the net asset
value of the Fund as of the Value Day by 5:00p.m. on 25 July 2018.

It is the intention of the Manager to realise the relevant investment of the Fund as
soon as practicable on or about the Value Day.

The Manager will aim to realise the Fund’s offshore assets (i.e. assets being held
by the Fund outside the PRC) first to satisfy the redemption requests, subject to
the condition that the Manager will aim to ensure that the Fund will continue to
hold approximately 5% of the Fund’s total net asset value offshore outside the
PRC immediately after the redemption, taking into account the ongoing liquidity
need of the Fund outside the PRC (such as payment of various fees and expenses
outside PRC) and the asset size required by the Fund to maintain a portfolio
efficiently outside PRC.
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1.7

1.8

If the amount obtained by the Fund from the realisation of its assets outside PRC
is not adequate to pay the redemption proceeds, the Manager will realise a portion
of the assets of the Fund in the PRC and convert such proceeds into United States
dollars as soon as practicable on or about the Value Day, and may arrange to
hedge the currency risk of RMB relative to US$ and USS relative to Hong Kong
dollars (the currency in which the redemption proceeds will be paid in) at the
Manager’s discretion. The Manager will aim to repatriate the relevant proceeds
out of the PRC as soon as practicable. After the completion of repatriation, the
Manager will apply all or part of such realisation proceeds to satisfy the
redemption requests, with the remaining realisation proceeds, if any, being held or
invested by the Fund outside PRC according to the Fund’s investment objective.

Subject to a number of factors including, but not limited to, the total amount of
redemption requests, the amount of offshore assets held by the Fund (i.e. assets
outside the PRC), the monthly repatriation limit on the net realised profits and
principal funds by QFIlIs, the time required by the Fund to repatriate funds from
the PRC, the Fund may need to pay the redemption proceeds, less the Redemption
Levy, by instalments.

According to current rules and regulations in the PRC, net realised profits and
principal funds of the QFII, up to 20% of the QFII’s total asset value in the PRC
as of the end of the immediately preceding calendar year, may be repatriated out
of the PRC on a monthly basis, subject to the relevant regulatory approval and
the satisfaction of required documents (where applicable).

If the Fund is required to dispose of its assets in the PRC to satisfy the entire or
part of the redemption requests accepted by the Fund in respect of the Recurring
Redemption Offer, it is expected that (i) the first repatriation of the disposition
proceeds of such assets may take approximately two months and (ii) any
subsequent repatriation(s) which may be required until the Fund can satisfy all
the redemption requests accepted by the Fund in respect of the Recurring
Redemption Offer may take place with a one-month interval from one
repatriation to another.

Redemption proceeds will not be paid to any redeeming Unitholder until:

(a) a valid original redemption request has been received by or on behalf of the
Manager or, if relevant, the Trustee; and

(b) the signature of the Unitholder (or each joint Unitholder) has been verified
to the satisfaction of the Manager or its agent or, if relevant, the Trustee.

Redemption proceeds will be paid in Hong Kong dollars by cheque by ordinary
post at the Unitholder’s risk.

Where Units are to be realised on any Redemption Day the Manager shall proceed

to effect any sales necessary to provide the cash required to meet the redemption
request. Where the Manager (or its agent) has effected or will effect the
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redemption, the Manager (or its agent) shall provide the instruction to the Trustee
that the Units are to be realised and cancelled in accordance with the provisions of
this clause 1.8 and in such event the Fund shall be reduced by the cancellation of
the said Units. Where the Trustee will effect the redemption, the Trustee shall
promptly notify the Manager that the Units are to be realised and cancelled in
accordance with the provisions of this clause 1.8 so that the Manager has
sufficient time to effect any sales necessary to provide the cash required to meet
the redemption request. The Trustee shall pay to the Unitholder, at the direction
of the Manager, out of the Fund in respect of the cancellation of the Units the
redemption price thereof less any deductions which the Manager, pursuant to any
discretion hereunder, directs the Trustee to make or, if agreed, pay to the
Manager out of the Fund the redemption price and the Manager shall (subject as
otherwise provided in the Trust Deed) pay over the same to the Unitholder. The
Trustee may only effect redemptions of Units if so agreed with the Manager and
on the terms for the time being approved by the Manager, provided always that
the Trustee shall at all times comply with the terms of the Offering Circular in
connection therewith.

Limits and Suspension of Redemption

1.9 The Manager shall, for the Fund as a whole, limit the total number of Units which
Unitholders are entitled to redeem on the Redemption Day to be no more than
20% of the total outstanding Units as at the Lodgement Date, such limitation to
be applied pro rata to all Unitholders who have validly requested realisations to
be effected on or as at the Value Day so that the proportion realised of each
holding so requested to be realised is the same for all such Unitholders, rounded
down to the nearest whole Unit. Any application for redemption of Units which,
by virtue of the powers conferred on the Manager hereby, are not realised on the
Redemption Day shall be void and the certificates representing such Units shall be
returned to Unitholders.

Unitholders should note that there is no limit on the number of Units which a
Unitholder can apply to redeem under the Recurring Redemption Offer, however,
a Unitholder may not apply to redeem more Units than such Unitholder holds as
at the Lodgement Date. A Unitholder may apply to redeem the whole or a part of
his or her holding of Units. However, the total number of Units to be redeemed by
the Fund shall not exceed 20% of the total outstanding number of Units as at the
Lodgement Date.

1.10 The Manager may suspend the right of the Unitholders to require the redemption
of Units of the Fund on the Redemption Day under this paragraph and may
accordingly delay the Value Day and the payment of any moneys in respect of any
such realisation so suspended in the event that:

(A) when either the China or the Hong Kong market is closed;

(B) when dealings in the China or the Hong Kong market is restricted or
suspended; and/or
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(C) during the existence of any state of affairs as a result of which disposal or
valuation of some or all investments or other property for the time being
comprised in the Fund cannot, in the opinion of the Manager, be effected
normally or without seriously prejudicing the interests of Unitholders.

Such suspension (which expression shall include the right to delay payment) shall
take effect upon the declaration thereof by the Manager and thereafter there shall
be no realisation of Units and/or payment of moneys in respect of any such
redemption until the Manager shall declare the suspension at an end, except that
the suspension shall terminate on which (a) the condition giving rise to the
suspension shall have ceased to exist and (b) no other condition under which
suspension is authorized under this paragraph shall exist. The Manager’s
declaration pursuant to this paragraph shall be consistent with such current
rules and regulations, if any, relating to the subject matter thereof as shall have
been promulgated by any authority having jurisdiction over the Fund (including
but not limited to the Code) and subject to that it shall be conclusive. The Trustee
shall, subject to and in accordance with the provisions of the Trust Deed, realise
Units in respect of which it or any of its authorized agents has received a
redemption request and effect redemption of such Units on the Value Day next
following the termination of such suspension.

Any suspension and consequential change of the Redemption Day will be
published immediately following such decision and at least once a month during
the period of suspension on the website of the Stock Exchange at
www.hkexnews.hk or the Fund’s website at www.assetmanagement.hsbc.com/
hk-chinadragonfund.

Overseas Unitholders

1.11 Based on the register of Unitholders as at the Latest Practicable Date, there were
no Unitholder with registered addresses outside Hong Kong.

Nominee Holdings

1.12 If the certificates of Units in respect of a Unitholder’s Units are in the name of a
nominee company or some name other than his/her own, and such Unitholder
wishes to accept the Recurring Redemption Offer (either in full or in respect of
part of his holding(s) of Units), he/she must either:

(1) instruct the nominee company, or other nominee to accept the Offer on his/
her behalf and requesting it to deliver the redemption request form duly
completed together with the certificate(s) of Units to the Registrar, within
such deadline (which may be earlier than the deadline specified under the
Recurring Redemption Offer) as may be stipulated by the nominee; or
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(i1)) arrange for the Units to be registered in his/her name by the Fund through
the Registrar, and send the redemption request form duly completed together
with the certificate(s) of Units to the Registrar; or

(iii) where his/her Units have been maintained with his/her licensed securities
dealer/custodian bank through CCASS, instruct his/her licensed securities
dealer/custodian bank to authorize HKSCC Nominees Limited to accept the
Recurring Redemption Offer on his/her behalf on or before the deadline set
by HKSCC Nominees Limited. In order to meet the deadline set by HKSCC
Nominees Limited, that Unitholder should check with his/her broker/
custodian bank for the timing on processing of his instruction, and submit
such instruction to his broker/custodian bank as required by them; or

(iv) if that Unitholder’s Units have been lodged with his/her Investor Participant
Account with CCASS, authorize his/her instruction via the CCASS Phone
System or CCASS Internet System on or before the deadline set by HKSCC
Nominees Limited.

Unitholders with such a nominee holding of Units should ensure that they
undertake the above applicable course of action promptly so as to allow their
nominee(s) sufficient time to complete the acceptance procedure on their behalf by
the Lodgement Date.

Transfer of Units

1.13 If a Unitholder has lodged transfer(s) of Units for registration in his/her name and
has not yet received the certificate(s) of Units and wishes to accept the Recurring
Redemption Offer, he/she should nevertheless complete the redemption request
form and deliver it to the Registrar together with the transfer receipt(s) duly
signed by him/her. Such action will be deemed to be an authority to the Manager
or its agent(s) to collect from the Manager or the Registrar on his/her behalf the
relevant certificate(s) of Units when issued and to deliver such certificate(s) of
Units, subject to the terms of the Recurring Redemption Offer, as if it/they was/
were delivered to the Registrar with the redemption request form.

Lost Certificates

1.14 With respect to lost or unavailable certificate(s) of Units, if the certificate(s) of
Units is/are not readily available and/or is/are lost and a Unitholder wishes to
accept the Recurring Redemption Offer, the redemption request form should
nevertheless be completed and delivered to the Registrar so as to reach the
Registrar not later than the Lodgement Date and the certificate(s) of Units should
be forwarded to the Registrar as soon as possible thereafter and in any event
before the Lodgement Date.
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Acceptances of the Recurring Redemption Offer may, at the discretion of the
Manager, be treated as valid even if not accompanied by the certificate(s) of Units
but, in such cases, the cash consideration due will not be despatched until the
relevant certificate(s) of Units has/have been received by the Registrar.

If a Unitholder has lost his/her certificate(s) of Units, he/she should write to the
Registrar and request a letter of indemnity in respect of the lost certificate(s) of
Units (as the case may be) which, when completed in accordance with the
instructions given, should be returned, together with the redemption request form
and the certificate(s) of Units which are available, to the Registrar either by post
or by hand, so to arrive not later than the Lodgement Date.

In such cases, the Unitholder will be informed of the fees payable to the Registrar
for which he/she will be responsible.

Replacement of Redemption Request Form

1.15 If a Unitholder has lost the redemption request form or such original has become
unusable, and requires a replacement of such form, he/she should write to the
Registrar or visit the Registrar at its office and request an additional redemption
request form for completion by such Unitholder.

Alternatively, he/she could download it from the website of the Stock Exchange at
www.hkexnews.hk or the Fund’s website at www.assetmanagement.hsbc.com/hk-
chinadragonfund.

New Unitholders

1.16 With respect to any new Unitholder, a new Unitholder may collect a copy of this
circular, with the form of proxy and a blank redemption request form from the
Registrar during business hours between 12 June 2018 to the Lodgement Date,
both days inclusive. Such Unitholder may also contact the Registrar and request a
copy of this circular, the form of proxy and a blank redemption request form (as
appropriate) to be sent to his/her registered address as recorded in the register of
Unitholders.

Professional Advice

1.17 Unitholders should consult their professional advisers on the consequences to
them of redeeming Units under the relevant laws of the jurisdictions to which they
are subject, including the tax consequences and any exchange control
requirements. These consequences, including the availability of, and the value
of, tax relief to investors, will vary with the law and practice of the investors’
country of citizenship, residence, domicile or incorporation and their personal
circumstances.
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Unitholders should refer to the section headed “Taxation” on pages 18 to 20 of
the Letter from the Manager in this circular for additional information on
taxation.

Effect of Acceptance of the Recurring Redemption Offer

1.18 (a)

(b)

(c)

(d)

(e)

(f)

All communications, notices, redemption request form(s), certificates of
Units, transfer receipts, other documents of title or indemnity and
remittances to settle the consideration payable under the Recurring
Redemption Offer to be delivered by or sent to or from the Unitholders
will be delivered by or sent to or from them, or their designated agents, at
their own risk, and none of the Fund, the Manager nor the Registrar or any
of their respective agents accepts any liability for any loss in postage or any
other liabilities that may arise as a result.

The provisions set out in the redemption request form form part of the terms
of the Recurring Redemption Offer.

The accidental omission to dispatch this circular and/or the redemption
request form or any of them to any person to whom the Recurring
Redemption Offer is made will not invalidate the Recurring Redemption
Offer in any way.

The Recurring Redemption Offer and all acceptances will be governed by and
constructed in accordance with the laws of Hong Kong.

Due execution of the Recurring Redemption Offer will constitute an
authority to the Fund, the Manager or such person or persons as the Fund
or the Manager may direct to complete and execute any document on behalf
of the person accepting the Recurring Redemption Offer and to do any other
act that may be necessary or expedient for the purposes of vesting in the
Fund, the Manager or such person or persons as it may direct the Units, in
respect of which such person has accepted the Recurring Redemption Offer.

Acceptance of the Recurring Redemption Offer by any person will be deemed
to constitute a warranty by such person to the Fund and the Manager that its
redemption of Units on its own account or on behalf of its customer, will not
breach any relevant law or regulation; and the redeeming Unitholder
represents and warrants to the Fund that all Units which the redeeming
Unitholder redeeming shall be sold free from all liens, charges,
encumbrances, equitable interests, rights of pre-emption or other third
party rights of any nature and together with all rights attaching thereto on or
after the Latest Practicable Date (including the right to all dividends and
distributions (if any) declared, made or paid on or after the Latest
Practicable Date) or obligation to create or to give an encumbrance in
relation to any of such Units and that no person has claimed to be entitled to
an encumbrance in relation to any such Units.
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(2)

(h)

Q)

(k)

Acceptance of the Recurring Redemption Offer by any person who is an
Overseas Unitholder will be deemed to constitute a warranty by such person
to the Fund and the Manager that he, she or it has observed the laws of all
relevant jurisdictions, obtained all requisite governmental, exchange control
or other consents, complied with all necessary formalities or legal
requirements and paid any transfer or other taxes or other required
payments due from him, her or it in connection with such acceptance in
any jurisdiction, that he, she or it has not taken or omitted to take any action
which will or may result in the Fund, the Manager or any other person acting
in breach of the legal or regulatory requirements of any jurisdiction in
connection with the Recurring Redemption Offer or his, her, its acceptance
thereof, and is permitted under all applicable laws to receive and accept the
Recurring Redemption Offer, and any revision thereof, and that such
acceptance is valid and binding in accordance with all applicable laws.

Acceptance of the Recurring Redemption Offer by any nominee will be
deemed to constitute a warranty by such nominee to the Fund and the
Manager that the number of Units in respect of which it is indicated in the
redemption request form is the aggregate number of Units held by such
nominee for such beneficial owner who 1is accepting the Recurring
Redemption Offer.

Reference to the Recurring Redemption Offer in this circular and the
redemption request form shall include any extension or revision thereof.

If the number of Units to be redeemed is not indicated on the redemption
request form given or is not indicated in a legible manner, the relevant
Unitholder shall be deemed to have accepted the Recurring Redemption
Offer in regard to such number of Units as supported by the certificate(s) of
Units given.

If the number of Units to be redeemed as indicated on the redemption request
form given is greater than the number of Units as supported by the
certificate(s) of Units given, the relevant Unitholder shall be deemed to have
accepted the Recurring Redemption Offer in regard to such number of Units
as supported by the certificate(s) of Units given.

Unitholders’ considerations

1.19 The Manager believes that the Recurring Redemption Offer is in the best interests
of the Fund and the Unitholders as a whole. The Fund has been trading at an
average discount of 20.10% to its net asset value over the past three months since
2 January 2018 to 29 March 2018, the Manager believes that the Recurring
Redemption Offer may potentially narrow such discount. However, there is no
assurance that the Fund will be traded at a price that is equal to or at a reduced
discount to its net asset value subsequent to the effecting of the Recurring
Redemption Offer or that the performance of the Fund will be improved or
enhanced thereafter.
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Unitholders should carefully consider the risk factors described in the Offering
Circular and below before deciding on whether to apply for redemption of their
Units under the Recurring Redemption Offer:

(1)

(i)

Uncertainty on the payment date of the redemption proceeds: the Manager shall
use its best endeavours to pay all the redemption proceeds, less the Redemption
Levy, to Unitholders on or before 24 September 2018 (i.e. within 2 months after
the Redemption Day). However, distribution of redemption proceeds payable
out of the Fund’s assets in the PRC will be subject to the relevant rules of SAFE
and may be delayed beyond the control of the Manager. There is no assurance
that redemption proceeds payable out of the Fund’s assets in the PRC will be
distributed within two months. The Fund will also use its assets outside PRC if
any and appropriate to settle part of the redemption proceeds and that part of
the redemption proceeds payable out of the assets of the Fund outside the PRC
will be payable by 7 August 2018. Accordingly, the Fund may need to pay the
redemption proceeds, less the Redemption Levy, by instalments depending on a
number of factors including, but not limited to, the total amount of redemption
requests, the amount of offshore assets held by the Fund (i.e. assets outside the
PRC), the monthly repatriation limit on the net realised profits and principal
funds by QFIIs, the time required by the Fund to repatriate funds from the
PRC.

According to the legal and regulatory requirements in PRC, the amount the
Fund can repatriate each month is limited (up to 20% of the QFII’s total asset
value in the PRC as of the end of the immediately preceding calendar year).
This may delay the payment of redemption proceeds to holders, especially when
the Fund needs more than one repatriation to pay the redemption proceeds.
SAFE may also implement ad hoc control on repatriation, which the Manager
does not have control over and may also cause delay in paying repatriation
proceeds to holders. If the Fund is required to repatriate disposition proceeds
from the PRC to satisfy the entire or part of the redemption requests accepted
by the Fund in respect of the Recurring Redemption Offer, the payment of such
redemption proceeds under the Recurring Redemption Offer is subject to the
applicable PRC repatriation rules and the regulatory and tax clearance
approval process which may cause delays or adjustment in calculation of the
repatriation limits. The Fund will pay all the redemption proceeds to the
Unitholders as soon as possible after receipt of the proceeds by the Fund. Based
on the current legal and regulatory requirements in PRC, the Manager is
reasonably satisfied that redemption proceeds can be repatriated from the PRC
within two months after the Redemption Day;

Uncertainty on the trading price and the net asset value of the Fund: under the
Recurring Redemption Offer, the net asset value at which the eligible Units
will be redeemed shall be determined using the relevant market closing price
of the underlying investments of the Fund and the Fund’s applicable
operating expenses accrued or incurred to date on the Value Day, and subject
to the Redemption Levy and the relevant calculation method, shall be
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(iii)

(iv)

v)

announced by the Manager no later than two Business Days after the Value
Day. The Redemption Levy is to be retained by the Fund for the benefit of
the Fund. Unitholders should note that the net asset value at which the
eligible Units will be redeemed may be higher or lower than the traded price
of the Units. There is no assurance that the Fund will be traded at a price
that is equal to or at a reduced discount to its net asset value subsequent to
the effecting of the Recurring Redemption Offer or that the performance of
the Fund will be improved or enhanced thereafter;

Uncertainty on whether a Unitholder may redeem all its Units: as the total
number of Units to be redeemed by the Unitholders shall not exceed 20% of
the total outstanding number of Units as a whole as at the Lodgement Date,
a Unitholder may not be able to redeem all the Units he or she applies to
redeem under the Recurring Redemption Offer regardless of whether he or
she applies to redeem more or less than 20% of the Units he or she owns at
the Lodgement Date.

In the event that the aggregate number of Units for which applications to
redeem are made under the Recurring Redemption Offer exceeds 20% of the
outstanding number of Units as at the Lodgement Date, the Manager shall
apply the relevant realisation proceeds to satisfy the redemption requests of
Unitholders wishing to redeem their Units on a pro rata basis based on the
number of Units the Unitholders have validly applied to redeem, rounded
down to the nearest whole Unit. Unitholders should refer to the section
headed “Limits on the Recurring Redemption Offer” above for details;

Risk of Odd Lots: any Units held by Unitholders that are not successfully
redeemed under the Recurring Redemption Offer may be in odd lots. The
realisable price of such odd lot Units may be significantly lower than the
traded price for such Units;

Impact on the total expense ratio and size of the Fund. the Recurring
Redemption Offer, (1) if effected, will increase the total expense ratio of the
Fund by 0.01% (i.e. from 1.90% for the financial year ended 31 March 2017
to approximately 1.91% after the Recurring Redemption Offer (assuming
that 20% of the total outstanding Units will be redeemed), this has taken into
account the reduction in the net asset value of the Fund under (ii) of this
paragraph (v)) as a result of the expenses incurred with respect to the
Recurring Redemption Offer and such expenses are not covered by the
Redemption Levy and (ii) reduce the size of the Fund after such Recurring
Redemption Offer is effected. The Manager may decide to terminate the
Fund on any date if on such date the asset value of the Fund shall be less
than HK$400,000,000 under the Trust Deed, however, while the Manager
does not envisage the current exercise of the Recurring Redemption Offer
will result in the asset value of the Fund being less than HK$400,000,000,
recurring redemption offer(s) to be made in the future may result in the
termination of the Fund;
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(vi) Remittance risk: all documents and remittances will be sent to the
Unitholders through ordinary post at their own risk. These documents and
remittances will be sent to the Unitholders at their respective addresses as
they appear in the register of Unitholders, and in the case of joint
Unitholders, to the Unitholder whose name appears first in the register of
Unitholders; and

(vil) Foreign currency risk: a major part of the Fund’s investments is denominated
in RMB and a major portion of the Fund’s revenue and income is received in
RMB. There is no assurance that any revenue and income received by the
Fund in RMB may be promptly converted into USS, the Fund will therefore
be exposed to risk of fluctuation in the exchange rate of RMB relative to US$
and USS$ relative to Hong Kong dollars (the currency in which the
redemption proceeds will be paid in). The Manager may use hedging
techniques to, at the costs and expense of the Fund, attempt offsetting
currency risks. However, there is no assurance that the hedging techniques to
be adopted by the Manager will achieve a desired result which is beneficial to
the Fund’s investments and performance.

2. REDEMPTION/BUY-BACK OF UNITS

During the 12-month period immediately preceding the date of this circular, the Fund
redeemed an aggregate of 21,484,754 Units at HK$13.14 per Unit on 19 December 2017
pursuant to the Third Recurring Redemption Offer and has not conducted any other buy-
back of any Units. The Fund has not conducted any buy-back of any Units since 31 March
2018, being the date of the end of the last financial year of the Fund.

3. DISCLOSURE OF INTERESTS AND DEALINGS

(a) Directors’ interests and short positions in the Units and the underlying Units of the
Fund

None of the Directors or, to the best of their knowledge, having made all
reasonable enquiries, parties acting in concert, hold any Units.

(b) Substantial Unitholder’s interests in the Fund

As at the Latest Practicable Date, having made all reasonable enquiries, the
Manager cannot ascertain the identity of the person (if any) who holds 10% (“10%
holder*) or more of the Units in issue of the Fund and cannot determine the intention
of such person (if any) as regards the acceptance of the Recurring Redemption Offer.
The Manager has looked at the “Disclosure of Interests” forms (“DI Forms®) on the
website of the Hong Kong Exchange and Clearing Limited, and it appeared that the
figures presented therein may not be up-to-date. In particular, the Manager notes that
the figures appearing from the DI Forms appeared unreasonable and improbable after
taking into account the figures of the preceding redemption exercises. The Manager
has therefore considered and further took all reasonable and exhaustive steps in order
to determine the 10% holder, such steps include having attempted to obtain the
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relevant information from the register of the Fund maintained by the Registrar and the
list of holders from HKSCC Nominees Limited. However, given that holders of a non-
corporate entity (including the Fund) are not statutorily mandated to make disclosures
of their holdings, the Manager cannot ascertain with full certainty the identity of the
person (if any) who holds 10% or more of the Units in issue of the Fund from the
above-mentioned sources or whether the substantial holder information available to
the Manager is up to date. Such limitation also applies should the Manager contact
any of the filing parties of the DI Forms for confirmation. Accordingly, while the
Manager has taken all reasonable and exhaustive steps discussed above, the Manager is
unable to ascertain the identity of the 10% holder and the intention of such person as
regards the acceptance of Recurring Redemption Offer.

For the same reasons, the Manager cannot determine with full certainty the effect
which the Recurring Redemption Offer will have on the percentage voting rights of the
person (if any) holding 10% or more of the Units in issue assuming the Recurring
Redemption Offer is successful.

The Manager shall continue to conduct reasonable steps to ascertain if such
information is available, and that where such information is available, the Manager
will disclose it to the Unitholders as required pursuant to the Takeovers Code and any
other applicable rules and regulations.

(¢) Interests of the Fund and the Manager

The Fund, the Manager and entities that are the Manager’s parent, the Manager’s
subsidiaries, the Manager’s fellow subsidiaries, associated companies of any of the
foregoing, and companies of which such companies are associated companies that (i)
trade in the Units (including the exercise of the One-off Redemption Offer as described
in the Circular) as discretionary fund managers and/or (ii) for proprietary purposes
have confirmed that there has neither been dealing nor any exercise of the One-off
Redemption Offer as described in the Circular in the Units in the six months
immediately prior to the date of the circular. The Fund has no parent, subsidiary,
fellow subsidiary and/or associated company.

As at the date of this circular, none of the directors of the Manager and any
entities that are the Manager’s parent, the Manager’s subsidiaries, the Manager’s
fellow subsidiaries, associated companies of any of the foregoing, and companies of
which such companies are associated companies that trade in the Units (including the
exercise of the One-off Redemption Offer as described in the Circular) as discretionary
fund managers and/or for proprietary purposes (other than the entities set out in the
following table) had any interests and short positions in the Fund.
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As at the date of this circular, the following fellow subsidiaries and/or associated
companies of the Manager that (i) trade in the Units as discretionary fund managers
and/or (ii) for proprietary purposes own or control or direct the holding of voting
rights and rights over the Units:

Name of Entity Units  Approx. %

The Hongkong and Shanghai Banking Corporation
Limited 42,493 0.05%
HSBC International Trustee Limited 113,869 0.13%

Each of the Manager and any entities that are the Manager’s parent, the
Manager’s subsidiaries, the Manager’s fellow subsidiaries, associated companies of any
of the foregoing, and companies of which such companies are associated companies
that trade as discretionary fund managers and/or for proprietary purposes also
confirms that, save as disclosed above, it:

e does not own, control or direct any voting rights or other rights over the
Units;

e does not hold any convertible securities, warrants or options over the Units;

e has not received any irrevocable commitment to accept the Recurring
Redemption Offer in respect of any Units; and

e  has not entered into any outstanding derivative in respect of the Units.

During the period beginning from the date of Firm Intention Announcement up
to the Latest Practicable Date, the Manager confirms that neither the Manager’s
parent, the Manager’s subsidiaries, the Manager’s fellow subsidiaries, associated
companies of any of the foregoing or companies of which such companies are
associated companies persons have traded in the Units as discretionary fund managers
and/or for proprietary purposes.

4. UNITS IN ISSUE

As at the Latest Practicable Date, 85,939,223 Units are in issue. Assuming that the
Recurring Redemption Offer is fully exercised by Unitholders, there will be
approximately 68,751,379 Units in issue upon completion of the Recurring
Redemption Offer. There is only one class of Units in issue and all the Units rank
pari passu. There has been no payment of dividend during the two-year period
preceding the Latest Practicable Date. Other than the buy-back of Units set out in
clause 2 above, there has been no re-organization of capital during two financial years
preceding date of Firm Intention Announcement.

No Units have been issued since the end of the last financial year of the Fund.
There have been no new Units issued during the two-year period immediately
preceding the Redemption Day.
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5. TRADING PRICES AND NET ASSET VALUES

The following table shows the highest and lowest prices at which the Units have been
traded on the Stock Exchange as well as the net asset values in each of the last twelve
months:

Highest Lowest Highest net  Lowest net
Date price price asset value asset value
(HKS) (HKS$) (HKS$) (HKS$)
June 2017 9.74 9.25 12.24 11.66
July 2017 10.06 9.51 12.59 12.03
August 2017 10.32 9.80 13.03 12.38
September 2017 10.60 10.22 13.29 12.91
October 2017 11.00 10.36 13.48 12.91
November 2017 11.88 10.94 13.78 13.22
December 2017 11.50 10.58 13.43 12.99
January 2018 12.06 10.80 15.19 13.68
February 2018 12.12 10.90 15.22 13.38
March 2018 11.48 10.72 14.44 13.50
April 2018 11.12 10.58 13.96 13.18
May 2018 11.64 10.66 13.97 13.16
7 June 2018, being the last
trading date before the
Latest Practicable Date 11.76 11.42 13.70 13.34

The following table shows the closing prices of the Unit on the Stock Exchange and the
net asset value per Unit on 7 June 2018 (the last trading date before the Latest Practicable
Date), 21 May 2018 (the last trading date before the date of the Firm Intention
Announcement) and the last trading date of each of the calendar months during the
Relevant Period.

Date Closing price Net asset value
(HKS) (HKS$)
30 November 2017 11.38 13.22
29 December 2017 10.82 13.42
31 January 2018 11.96 15.00
28 February 2018 11.42 14.18
29 March 2018 10.96 13.66
30 April 2018 10.72 13.19
31 May 2018 11.54 13.52
21 May 2018, the last trading date before the
date of the Firm Intention Announcement 11.28 13.85
7 June 2018, being the last trading date before
the Latest Practicable Date 11.74 13.70
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The highest and lowest closing price per Unit as quoted on the Stock Exchange during
the Relevant Period were HK$12.06 on 1 February 2018; and HK$10.58 on 20 December
2017, respectively.

6. UNITS BOUGHT BACK BY THE FUND

THE FUND HAS NOT BOUGHT BACK ANY UNITS IN THE THREE-MONTH
PERIOD PRIOR TO THE LATEST PRACTICABLE DATE AND WILL NOT BUY
BACK ANY UNITS FROM THE DATE OF THIS CIRCULAR UP TO THE
REDEMPTION DAY.

7. DOCUMENTS FOR INSPECTION

The following documents will be available to investors for inspection, free of charge, at
the registered office of the Manager and on the website of the Fund at
www.assetmanagement.hsbc.com/hk-chinadragonfund:

e the Circular;

e the letter of advice from an independent financial adviser dated 17 November
2015 containing its advice to the independent unitholders of the Fund as to
whether the One-off Redemption Offer and the Recurring Redemption Offer were
fair and reasonable as to acceptance and voting in the General Meeting;

e the Trust Deed;
e the Offering Circular and the key fact statement of the Fund; and

e the audited accounts of the Fund for the last two financial years for which these
have been published.

The unaudited net asset value per Unit on the last Business Day of each calendar
month is published within ten (10) Business Days in the South China Morning Post and the
Hong Kong Economic Times. The Manager also publishes the unaudited net asset value per
Unit of each valuation day on the Fund’s website at www.assetmanagement.hsbc.com/hk-
chinadragonfund within one (1) Business Day after the relevant valuation day for investors’
reference.
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I. THREE YEAR SUMMARY OF FINANCIAL INFORMATION

The following is a summary of the financial results of the Fund for each of three years ended
31 March 2017 and for the period from 1 April 2017 to 30 September 2017 as extracted from the
Fund’s relevant annual reports and interim report 2017 respectively.

Period from
1 April 2017 to
30 September

2017
(Unaudited) 2017 2016 2015
HKS$ HK$ HKS$ HKS$
Net investment income/(loss) 177,543,667 144,924,575 (725,262,875) 1,272,742,147
Profit/(loss) before taxation 164,207,617 108,826,329 (781,917,463) 1,228,032,081
Taxation (2,243,466) (1,013,311) 118,361,704 (958,267)
Increase/(decrease) in net assets
attributable to unitholders and
total comprehensive income for the
year/period 161,964,151 107,813,018 (663,555,759) 1,227,073,814

Notes:

(1) There were no extraordinary items, exceptional items and minority interests during each of the three years ended
31 March 2017 and for the period from 1 April 2017 to 30 September 2017.

(2)  The reports of the auditor of the Fund for the three years ended 31 March 2017 do not contain any qualifications.
The auditor of the Fund for all three years ended 31 March 2015, 31 March 2016 and 31 March 2017 were
KPMG.

(3) The Fund does not report on earnings per Unit. No dividend has been declared for each of three years ended 31
March 2017 and for the period from 1 April 2017 to 30 September 2017.
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II. FINANCIAL INFORMATION

A. SET OUT BELOW IS THE FULL TEXT OF THE AUDITED FINANCIAL STATEMENTS
OF THE FUND FOR THE YEAR ENDED 31 MARCH 2017 EXTRACTED FROM THE
ANNUAL REPORT OF THE FUND FOR THE YEAR ENDED 31 MARCH 2017.

STATEMENT OF ASSETS AND LIABILITIES

As at 31 March 2017

2017
Note HKS§

Assets
Investments at fair value through profit or loss 7,12 1,195,585,628
Other receivables 8(c) 1,684,964
Cash and cash equivalents 8(d) 302,578,533

Total assets
Liabilities

Taxation

Redemption payable

Accrued expenses and other payables
Total liabilities

Net assets attributable to unitholders

Representing:
Total equity

Number of units in issue

Net asset value per unit

2016
HKS$

1,765,287,599
2,529,380
28,362,084

1,499,849,125

1,796,179,063

6(b) — 1,451,988
264,799,578 —

8(a), (b) & (¢) 3,539,928 6,883,120
268.339.506 8,335,108

1,231,509,619

1,787,843,955

1,231,509,619

1,787,843,955

10 107,423,977

167,849,838

11.46

10.65

The notes on pages 49 to 66 form part of these financial statements.
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STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 March 2017

Dividend income

Interest income on deposits

Net gains/(losses) from investments
Net foreign exchange loss

Net investment income/(loss)

Management fees
Transaction costs
Trustee’s fees

Custodian fees

Auditor’s remuneration
Legal and professional fees
Other operating expenses

Operating expenses

Profit/(loss) before taxation

Taxation

Increase/(decrease) in net assets attributable to

unitholders and total comprehensive income for the
year

Note

4,8(d)

8(a)
8(e)
8(b)
8(c)

6(a)

2017 2016
HKS$ HKS
30,673,741 41,376,398
172,813 495,882
117,299,307 (764,814,928)
(3,221,286) (2,320,227)
144,924,575 (725.262.875)

(23,395,359)

(38,807,957)

(6,504,742) (5,721,740)
(1,715,223) (2,784,276)
(1,505,220) (2,402,979)
(251,978) (594,933)
(679,444) (2,022,031)
(2,046.,280) (4,320,672)

108,826,329

(1,013,311)

(781,917,463)

118,361,704

107,813,018

(663,555,759)

The notes on pages 49 to 66 form part of these financial statements.
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STATEMENT OF CHANGES IN EQUITY
For the year ended 31 March 2017

2017 2016

Note HKS$ HKS$

Balance at the beginning of the year 1,787,843,955 2,855,917,483

Increase/(decrease) in net assets attributable

to unitholders and total comprehensive income

for the year 107,813,018 (663,555,759)

Redemption of units during the year 14 (664,147,354)  (404,517,769)

Balance at the end of the year 1,231,509,619  1,787,843,955

The notes on pages 49 to 66 form part of these financial statements.
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CASH FLOW STATEMENT
For the year ended 31 March 2017

Operating activities
Interest income received
Dividend income received
Management fees paid
Trustee’s fees paid
Transaction costs paid
Tax paid
Proceeds from sales of investments
Payments for purchases of investments
Other operating expenses paid

Net cash generated from operating activities

Financing activity
Payments on redemption of units

Net cash used in financing activity

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year
Effect of foreign exchange rates changes

Cash and cash equivalents at the end of the year

2017
HKS$

171,149

30,673,741
(23,859,874)
(1,849,176)
(6,504,742)
(2,465,299)

2,061,890,467
(1,374,889,189)
(8,096,958)

2016
HKS$

495,882

41,376,398
(40,058,207)
(2,805,555)
(5,721,740)
(15,708,295)

1,830,205,916
(1,565,114,622)
(7.863.888)

675,070,119

234,805,889

275,722,343 (169,711,880)
28,362,084 199,280,592
(1.505.894) (1.206.628)

302,578.533 28,362,084

The notes on pages 49 to 66 form part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 March 2017

1 BACKGROUND

HSBC China Dragon Fund (“the Fund”) is a closed-ended unit trust governed by its Trust Deed dated 20 June 2007
(“the Trust Deed”), as amended. The Fund is authorised by the Hong Kong Securities and Futures Commission (“the SFC”)
under Section 104(1) of the Hong Kong Securities and Futures Ordinance (“HKSFO”). The Fund is also listed on The Stock
Exchange of Hong Kong Limited (“the Stock Exchange”) (a subsidiary of the Hong Kong Exchanges and Clearing Limited).
The period fixed for the duration of the Fund is eighty years after the date of inception.

Pursuant to the general meeting held on 7 January 2016, an extraordinary resolution was passed to include Shanghai-
Hong Kong Stock Connect and any other similar stock connect programme between another city of the PRC and Hong Kong
(currently also include Shenzhen-Hong Kong Stock Connect) (“Stock Connect”) into the investment objective of the Fund.
With effect from 8 January 2016, the investment objective of the Fund is to achieve long-term capital growth by investing
primarily in A Shares directly through (i) the qualified foreign institutional investor (“QFII”) investment quota of HSBC
Global Asset Management (Hong Kong) Limited (“the Manager”) and (ii) Stock Connect; and indirectly through investment
of (i) up to 40% of its net asset value in financial derivative instruments and securities linked to A Shares (such as CAAPs
(including A Share participation certificates/notes and/or other access products issued by third party investment banks or
brokers)) and (ii) up to 40% of its net asset value in exchange-traded funds (“ETFs”) (including synthetic ETFs) authorised by
the SFC with exposure to A Shares; provided that the Fund’s investment in a Chinese A Share access product, being a security
linked to A Shares or portfolios of A Shares which aim to replicate synthetically the economic benefit of the relevant A Shares
or portfolio of A Shares (“CAAPs”) and ETFs (including synthetic ETFs) authorised by the SFC with exposure to A Shares
will not exceed 50% in the aggregate of its net asset value.

The Fund will not invest more than 10% of its net asset value in CAAPs issued by a single issuer; and the Fund’s
aggregate investment in (i) CAAPs shall not be more than 40% of its net asset value and (ii) A shares through the Stock
Connect shall not be more than 30% of the Fund’s net asset value.

Under the prevailing regulations in the PRC, foreign investors can invest in the PRC A Share market through
institutions that have obtained QFII status in the PRC. The Fund itself is not a QFII, but may invest directly in A Shares via
the US$200 million QFII investment quota obtained by the Manager.

2 SIGNIFICANT ACCOUNTING POLICIES
(a) Statement of compliance

The financial statements of the Fund 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 disclosure provisions of the Trust Deed, as amended, and the relevant disclosure requirements of the Hong
Kong Code on Unit Trusts and Mutual Funds issued by the SFC. A summary of the significant accounting policies
adopted by the Fund 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 Fund. 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 Fund for the current
and prior accounting periods reflected in these financial statements.
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(b)  Basis of preparation of the financial statements

The functional and presentation currency of the Fund is Hong Kong dollars reflecting the fact that the units of
the Fund are issued in Hong Kong dollars.

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 management to make judgements,
estimates and assumptions that affect the application of policies and reported amounts of assets and 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 judgements
about carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may differ
from these estimates.

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) Financial instruments
(i) Classification
All of the Fund’s investments are classified as financial assets at fair value through profit or loss. This
category comprises financial instruments held for trading, which are instruments that the Fund has acquired
principally for the purpose of short-term profit-taking. These include investments in equities and equity-linked
instruments.

Financial assets that are classified as receivables include other receivables.

Financial liabilities that are not at fair value through profit or loss include accrued expenses and other
payables.

(ii)  Recognition

The Fund recognises financial assets and financial liabilities on the date it becomes a party to the
contractual provisions of the instruments.

A regular way purchase or sale of financial assets and financial liabilities is recognised using trade date
accounting. From this date, any gains and losses arising from changes in fair value of the financial assets or

financial liabilities 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.

(iii) Measurement
Financial instruments are measured initially at fair value (transaction price). Transaction costs on
financial assets and financial liabilities at fair value through profit or loss are expensed immediately, while on

other financial instruments they are amortised.

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 the statement of comprehensive income.
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Financial assets classified as receivables are carried at amortised cost using the effective interest method
less impairment loss, if any.

Financial liabilities, other than those at fair value through profit or loss, are measured at amortised cost
using the effective interest 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 Fund has access at that date. The fair value of a liability reflects its non-
performance risk.

When applicable, the Fund measures the fair value of an instrument using the quoted price in an active
market for that instrument provided such price is within the bid-ask spread. 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. In circumstances where the quoted price is not within the bid-ask spread, the
Manager will determine the points within the bid-ask spread that are most representative of the fair value.

When there is no quoted price in an active market, the Fund uses 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 best evidence of the fair value of a financial instrument at initial recognition is normally the
transaction price — i.e. the fair value of the consideration given or received. If the Fund determines that the fair
value at initial recognition differs from the transaction price and the fair value is evidenced neither by a quoted
price in an active market for an identical asset or liability nor based on a valuation technique that uses only data
from observable markets, the financial instrument is initially measured at fair value, adjusted to defer the
difference between the fair value at initial recognition and the transaction price. Subsequently, that difference is
recognised in profit or loss on an appropriate basis over the life of the instrument but no later than when the
valuation is supported wholly by observable market data or the transaction is closed out.

If an asset or a liability measured at fair value has a bid price and an ask price, the Fund measures assets
and long positions at a bid price and liabilities and short positions at an ask price.

Portfolios of financial assets and financial liabilities that are exposed to market risk and credit risk that
are managed by the Fund on the basis of the net exposure to either market or credit risk, are measured on the
basis of a price that would be received to sell a net long position (or paid to transfer a net short position) for a
particular risk exposure. Those portfolio-level adjustments are allocated to the individual assets and liabilities on
the basis of the relative risk adjustment of each of the individual instruments in the portfolio.

The Fund recognises transfers between levels of the fair value hierarchy as of the end of the reporting
period during which the change has occurred.

(v)  Impairment

Financial assets that are stated at cost or amortised cost are reviewed at each date of the statement of
assets and liabilities to determine whether there is objective evidence of impairment. If any such indication exists,
an impairment loss is recognised in the statement of comprehensive income as the difference between the asset’s
carrying amount and the present value of estimated future cash flows discounted at the financial asset’s effective
interest rate.

If in 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.
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(vi) Derecognition
The Fund derecognises a financial asset 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 the brokers are
recognised as of the date the Fund commits to sell the assets.

A financial liability is derecognised when the obligation specified in the contract is discharged, cancelled
or expires.

The Fund uses the weighted average method to determine realised gains and losses to be recognised in the
statement of comprehensive income on derecognition.

(vii) Offsetting

Financial assets and liabilities are offset and the net amount is reported in the statement of assets and
liabilities when the Fund has 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.
(viii) Cash and cash equivalents

Cash and cash equivalents comprise deposits with banks. Cash equivalents are short-term highly liquid
investments that are readily convertible to known amounts of cash, are subject to an insignificant risk of changes
in value, and are held for the purpose of meeting short-term cash commitments rather than for investment or
other purposes.

Revenue recognition

Provided it is probable that the economic benefits will flow to the Fund and the revenue and costs, if applicable,

can be measured reliably, revenue is recognised in the statement of comprehensive income as follows:

Interest income

Interest income is recognised in the statement of comprehensive income as it accrues, using the effective
interest method. Interest income on bank deposits is disclosed separately in the statement of comprehensive
income.

Dividend income

Dividend income from listed investments is recognised when the share price of the investment goes ex-
dividend. Dividends from other investments are recognised in the statement of comprehensive income as dividend
income when declared.

In some cases, the Fund may receive or choose to receive dividends in the form of additional shares rather

than cash. In such cases, the Fund recognises the dividend income for the amount of the equivalent cash
dividends with the corresponding debit treated as an additional investment.
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(e) Expenses
All expenses are recognised in the statement of comprehensive income on an accruals basis.
) Taxation

Taxation comprises current tax and deferred tax. Current tax and movements in deferred tax assets and liabilities
are recognised in the statement of comprehensive income.

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 the statement of assets and liabilities.

Deferred tax liabilities arise from deductible and taxable temporary differences, being the differences between the
carrying amounts of assets and liabilities for financial reporting purposes and their tax bases.

Apart from certain limited exceptions, all deferred tax liabilities, and all deferred tax assets to the extent that is
probable that future taxable profits will be available against which the asset can be utilised, are recognised.

(g) 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 the statement of assets and liabilities.
Exchange gains and losses are recognised in the statement of comprehensive income.
(h) Related parties
(a) A person, or a close member of that person’s family, is related to the Fund if that person:
i) has control or joint control over the Fund;
(i) has significant influence over the Fund; or
(iii))  is a member of the key management personnel of the Fund.

(b)  An entity is related to the Fund if any of the following conditions applies:

(1) The entity and the Fund are members of the same group (which means that each parent, subsidiary
and fellow subsidiary is related to the others);

(ii))  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);

(iii)  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 either the Fund or an
entity related to the Fund;
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(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); or

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

(i) Foreign exchange gains and losses

Foreign exchange gains and losses on financial assets and financial liabilities at fair value through profit or loss
are recognised together with other changes in the fair value. Included in the statement of comprehensive income line
item, “Net foreign exchange loss” is net foreign exchange gains and losses on monetary financial assets and financial
liabilities other than those classified at fair value through profit or loss.

() Units in issue

The Fund classifies financial instruments issued as financial liabilities or equity instruments in accordance with
the substance of the contractual terms of the instruments.

The Fund has one class of units in issue which is not redeemable by the unitholders. Upon termination of the
Fund, the unitholders are entitled to all net cash proceeds derived from the sale or realisation of the assets of the Fund
less any liabilities, in accordance with their proportionate interest in the Fund at the date of termination. The units are
classified as equity in accordance with HKAS 32.

(k)  Segment reporting

An operating segment is a component of the Fund that engages in business activities from which it may earn
revenues and incur expenses, including revenues and expenses that relate to transactions with any of the Fund’s 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 Fund is
identified as the Manager.

3 CHANGES IN ACCOUNTING POLICIES

The HKICPA has issued a number of amendments to HKFRSs that are first effective for the current accounting period
of the Fund. None of these developments have had a material effect on how the Fund’s result and financial position for the
current or prior periods have been prepared or presented. The Fund has not applied any new standard or interpretation that is
not yet effective for the current accounting period (see note 15).

4 INTEREST INCOME ON DEPOSITS

The Fund earned all its interest income from cash and cash equivalents.
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5 NET GAINS/(LOSSES) FROM INVESTMENTS

2017 2016

HKS$ HKS$

Realised (losses)/gains (18,552,483) 47,751,282
Unrealised gains/(losses) 135,851,790 (812,566,210)
117,299,307 (764,814,928)

Gains and losses presented above exclude dividend income.

6 TAXATION

No provision for Hong Kong Profits Tax has been made in the financial statements as the Fund is exempted from
taxation under section 26A (1A) of the Hong Kong Inland Revenue Ordinance.

Under the current general provisions of the PRC Corporate Income Tax Law (“CIT”) and published tax circulars, the
Fund would be subject to PRC withholding tax at the rate of 10% in respect of its PRC sourced income earned, including
capital gains realised on the sale of PRC A Shares, B Shares and H Shares listed companies, dividend income derived from
PRC A Shares, B Shares and H Shares listed companies and interest income earned in respect of PRC bank deposits and
corporate bonds. This withholding taxation basis should apply as it is intended that the Fund would be managed and operated
in such a manner that it would not be considered a tax resident enterprise in China or otherwise as having a taxable permanent
establishment in the PRC. The 10% withholding tax rate may be further reduced under an applicable tax treaty, which the
PRC has entered into with the jurisdiction in which the beneficial owner of the relevant income is a resident.

The Offering Circular of the Fund gives the Manager the right to provide for withholding tax on such gains or income
and withhold the tax for the account of the Fund. On the basis of the available information, the Manager has determined that
it is appropriate to provide for PRC taxation at the withholding tax rate of 10% on dividend income from A Shares, B Shares
and H Shares and interest income from PRC bank deposits and corporate bonds in the financial statements. The Manager had
also determined that it is appropriate to provide for PRC taxation at the withholding tax rate of 10% on realised gains on A
shares.

The Manager had determined that it is also appropriate to provide for PRC taxation at the withholding tax rate of 10%
on unrealised gains on A Shares with effect from 26 July 2013.

On 14 November 2014, the Ministry of Finance, the State Administration of Taxation (“SAT”) and the China Securities
Regulatory Commission have jointly promulgated the Circular Concerning the Temporary Exemption of the Corporate
Income Tax for Gains Earned by Qualified Foreign Institutional Investors and Renminbi Qualified Foreign Institutional
Investors from the Transfer of Domestic Shares and Other Equity Interest Investment in China (“the Circular”).

According to the Circular, QFIIs have been granted a temporary PRC CIT exemption on capital gains deriving from
PRC A Shares and other equity interest investments in PRC enterprises on or after 17 November 2014. Realised capital gains
generated by QFIIs prior to 17 November 2014 would remain subject to the 10% withholding tax — unless otherwise exempt
under the applicable double tax treaty.

As a result of the announcement of the Circular, the most significant change for the Fund was the cessation of
withholding 10% of unrealised gains on its investments in A Shares as deferred tax liabilities as at 17 November 2014. The
deferred tax liabilities in respect of unrealised gains recognised on A Shares amounted to $22,547,473 as at 14 November 2014
have been released to the Fund. The Fund also ceased withholding 10% of realised gains on its investments in A Shares with
effect from 17 November 2014.
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Further to the Circular, the Manager has received the Notice on Tax Issues (HGSS6ST[2015] No.2) jointly issued by the
Third Branch of Shanghai Municipal Office, SAT and the Third Branch of Shanghai Municipal Bureau of Local Taxation
(“the Shanghai Tax Bureaus”) on 1 April 2015 requesting the submission of tax documents and payment of the corresponding
withholding tax by 30 September 2015 in respect of their PRC sourced income earned (including capital gains realised on the
sale of PRC A Shares and other equity interest instruments prior to 17 November 2014). When the financial statements for the
year ended 31 March 2015 were issued, the Fund and the Manager, as the QFII investment quota holder, had appointed tax
advisers and and were in the process of preparing the tax filing to the Shanghai Tax Bureau.

On 12 October 2015, the Shanghai Tax Bureau determined that the withholding tax payable by the Fund in respect of
their PRC sourced income earned (including capital gains realised on the sale of PRC A Shares and other equity interest
instruments from 17 November 2009 to 17 November 2014) was $11,030,907. The Manager considers that the tax assessment
has been concluded upon the payment and settlement of the relevant tax by the Fund with the Shanghai Tax Bureau on 13
October 2015. Accordingly, the Fund had an over-provision of tax of $121,553,537 as at 13 October 2015. Such overprovision
has been released and recognised as a gain resulting in an actual increase of $121,553,537 (5.13% of net asset value or $0.58 per
unit of the Fund) on the net asset value of the Fund as of 13 October 2015.

The Fund has settled its enterprise income tax liability with respect to the Fund’s investment in CAAPs and has received
tax provisions previously withheld by the brokers with respect to certain CAAPs amounting to HK$483,404 (“Tax Refund”)
on 18 May 2016. In addition, upon the receipt of professional tax advice and consultation with the trustee of the Fund, the
Fund had an over-provision of tax of HK$14,484 (“Tax Overprovision”) with respect to such CAAPs which had been released
and recognised as a gain in the books of the Fund on 20 May 2016 resulting in an actual increase of HK$14,484 (0.00% of net
asset value or HK$0.00 per unit of the Fund) on the net asset value of the Fund as of 20 May 2016. The aggregate effect of the
Tax Refund and the Tax Overprovision resulted in an increase of HK$497,888 (0.03% of net asset value or HK$0.00 per unit
of the Fund) on the net asset value of the Fund as of 20 May 2016.

(a)  Taxation in the statement of comprehensive income represents:

2017 2016
HKS$ HKS$
PRC dividend and interest income withholding tax 1,511,199 3,191,833
PRC capital gains tax — current (497,888) (121,553,537)
1,013,311 (118,361,704)
(b) Taxation in the statement of assets and liabilities represents:
2017 2016
HKS$ HKS$
PRC withholding tax provision relating to prior years — 1,451,988
— 1,451,988
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7

INVESTMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS

2017 2016
HKS$ HKS$
Listed equities
— outside Hong Kong 1,139,825,048 1,651,798,526
Equity-linked instruments
— warrants 31,256,336 73,732,273
— participation note 24,504,244 39,756,800
1,195,585,628 1,765,287,599

RELATED PARTY TRANSACTIONS

The following is a summary of significant related party transactions or transactions entered into during the period

between the Fund and the Trustee, the Manager and their Connected Persons. Connected Persons are those as defined in the
Code on Unit Trusts and Mutual Funds issued by the SFC. All transactions during the period between the Fund and the
Manager and its 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.

(a) Management fees

The fee payable to the Manager is calculated at the rate of 1.5% per annum of the net asset value of the Fund
payable monthly in arrears. The management fee charged to the Fund in respect of the year and payable at the end of
the year amounted to $23,395,359 (2016: $38.,807,957) and $1,737,736 (2016: $2,202,251) respectively.

The Fund has invested directly in A Shares via the US$200 million QFII investment quota obtained by the
Manager.

(b) Trustee’s fees

The fee payable to HSBC Institutional Trust Services (Asia) Limited (“the Trustee”) is calculated at the rate of
0.125% per annum for the first $390 million of the net asset value of the Fund, and 0.1% per annum thereafter. The
trustee fee is accrued daily and payable in arrears on a monthly basis. The trustee fee charged to the Fund in respect of
the year and payable at the end of the year amounted to $1,715,223 (2016: $2,784,276) and $129,512 (2016: $263,465)
respectively.

(c) Custodian fee and deposit placed with Custodian

The custodian fee is calculated at the rate of 0.1% per annum of the net asset value of the assets held by the QFII
custodian as determined by the QFII custodian (based on the actual number of calendar days in a year). The custodian
fee charged to the Fund in respect of the year and payable at the end of the year amounted to $1,505,220 (2016:
$2,402,979) and $2,052 (2016: $884) respectively.

A minimum clearing reserve is required to be held with the QFII custodian. As at 31 March 2017, the Fund had
$1,683,300 (as at 31 March 2016: $2,529,380) deposit held with the QFII custodian.
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(e)

®

Bank balances

Bank accounts are maintained with The Hong Kong and Shanghai Banking Corporation Limited, which is a
member of the HSBC Group, and Bank of Communications Co Ltd, the QFII custodian of the Fund. The bank
balances held as at 31 March 2017 amounted to $277,877,705 and $24,700,828 respectively (2016: $766,677 and
$27,595,407 respectively). During the year, interest earned from HSBC Hong Kong and Bank of Communications Co
Ltd amounted to $3,496 and $169,317 respectively (2016: $Nil and $495,882 respectively).

In its purchases and sales of investments, the Fund utilises the brokerage services of The Hongkong and
Shanghai Banking Corporation Limited, which is a member of the HSBC Group. Details of transactions effected

through these company are as follows:

2017 2016
HKS$ HKS$
The Hong Kong and Shanghai Banking Corporation Limited
Commission paid for the year 24,535 —
Average rate of commission 0.11% —
Total aggregate value of such transactions for the year 22,121,771 162,233,494
Percentage of such transactions in value to total transactions
for the year 0.67% 4.84%

The Hongkong and Shanghai Banking Corporation Limited, which is a member of the HSBC Group, has
redeemed 116,504 units of the Fund during the year ended 31 March 2017 (2016: 95,969). As at 31 March 2017,
The Hongkong and Shanghai Banking Corporation Limited held 70,084 units (as at 31 March 2016: 186,588

units) of the Fund.

9 SOFT DOLLAR PRACTICES

The Manager has entered into soft dollar commission arrangements with brokers under which certain goods and

services used to support investment decision making. The Manager did not make direct payment for these services but
transacted an agreed amount of business with the brokers on behalf of the Fund. Commission was paid from the Fund on

these transactions.

10 UNITS IN ISSUE

2016

209,812,263
(41,962,425)

2017
Number of units in issue brought forward 167,849,838
Units redeemed during the year (60,425,861)
Number of units in issue carried forward 107,423,977

167,849,838

The Fund is a closed-ended unit trust. Apart from the recurring redemption offer as discussed in note 14, the Fund did
not have subscription and redemption of units during the year ended 31 March 2017 and 2016.
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11 FINANCIAL INSTRUMENTS AND ASSOCIATED RISKS

The Fund maintains investment portfolio in a variety of financial instruments as dictated by its investment management
strategy.

Pursuant to the general meeting held on 7 January 2016, an extraordinary resolution was passed to change the
investment objective of the Fund. With effect from 8 January 2016, the investment objective of the Fund is to achieve long-
term capital growth by investing primarily in A Shares directly through (i) the QFII investment quota of the Manager and (i)
Stock Connect; and indirectly through investment of (i) up to 40% of its net asset value in financial derivative instruments and
securities linked to A Shares (such as CAAPs (including A Share participation certificates/notes and/or other access products
issued by third party investment banks or brokers)) and (ii) up to 40% of its net asset value in ETFs (including synthetic ETFs)
authorised by the SFC with exposure to A Shares; provided that the Fund’s investment in CAAPs and ETFs (including
synthetic ETFs) authorised by the SFC with exposure to A Shares will not exceed 50% in the aggregate of its net asset value.

The Fund will not invest more than 10% of its net asset value in CAAPs issued by a single issuer; and the Fund’s
aggregate investment in (i) CAAPs shall not be more than 40% of its net asset value and (ii) A Shares through the Stock
Connect shall not be more than 30% of the Fund’s net asset value.

The risk exposures inherent in the Fund as at 31 March 2017 are summarised below. Details of such investments held as
at 31 March 2017 are shown in the investment portfolio.

The Fund’s investing activities expose it to various types of risks that are associated with the financial instruments and
markets in which it invests. The Manager and the Trustee have set out below the most important types of financial risks
inherent in each type of financial instruments. The Manager and the Trustee 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 Fund.

Investors should note that additional information in respect of risks associated with investment in the Fund can be
found in the Fund’s offering document.

During the year, the Manager invested in financial instruments which the Manager considered are commensurate with
the risk level of the Fund in accordance with its investment objective.

The nature and extent of the financial instruments outstanding at the date of the statement of assets and liabilities and
the risk management policies employed by the Fund are discussed below.

(a) Market risk
(i) Price risk
Price risk is the risk that value of the instrument will fluctuate as a result of changes in market prices,
whether caused by factors specific to an individual investment, its issuer or all factors affecting all instruments
traded in the market.
The Fund is exposed to price risk arising from changes in market prices of its investment assets. Price risk

is managed by a diversified portfolio of investments across different industries in accordance with the investment
objective of the Fund.
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Price sensitivity

The impact on a 15% (2016: 15%) increase in value of the investments as at 31 March 2017, with all
other variables held constant, is shown below. An equal change in the opposite direction would have
reduced the net assets attributable to unitholders by an equal but opposite amount.

2017 2016
Effect on net Effect on net
assets assets
% of total Change attributable to % of total Change attributable to
net assets in price the unitholders net assets in price the unitholders

% HKS$ % HKS$

Investment assets
Listed equities:
— outside Hong Kong 91.68 15 169,360,067 86.59 15 232,208,963
Equity-linked

instruments:
— warrants 2.54 15 4,688,450 4.12 15 11,059,841
— participation note 1.99 15 3,675,637 2.23 15 5,963,520

96.21 177,724,154 92.94 249,232,324

(ii) Interest rate risk

Interest rate risk arises from changes in interest rates which may affect the value of debt instruments and
therefore result in potential gain or loss to the Fund. As at the end of the reporting period, the Fund’s exposure
to interest rate risk is considered relatively low as the Fund’s financial instruments predominately were
investments in equities which were non-interest bearing. The Fund’s interest rate risk is managed on an ongoing
basis by the Manager.

Except for the bank deposits, the Fund does not hold any interest-bearing assets as at 31 March 2017 and
31 March 2016, therefore the Manager considers the Fund is not subject to significant interest rate risk. No
sensitivity analysis is performed for 2017 and 2016.

(iii) Currency risk

The Fund may invest in financial investments and enter into transactions denominated in currencies other
than its functional currency. Consequently, the Fund is exposed to risks that the exchange rate of its functional
currency relative to other foreign currencies may change in a manner that has an adverse effect on the value of
that portion of the Fund’s assets or liabilities denominated in currencies other than the Hong Kong dollars
(“HKD”).

The fluctuations in the rate of exchange between the currency in which the asset or liability is denominated
and the functional currency could result in an appreciation or depreciation in the fair value of that asset or

liability. The Manager may attempt to mitigate this risk by using financial derivative instruments.

In accordance with the Fund’s policy, the Manager monitors the Fund’s currency exposure on an ongoing
basis.
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At the date of statement of assets and liabilities the Fund had the following exposure (in Hong Kong

dollars equivalent):

Assets Liabilities Net exposure
HKS$ HKS$ HKS$

31 March 2017
Renminbi 1,166,209,176 — 1,166,209,176
United States dollar 55,761,704 (111,506) 55,650,198
1,221,970,880 (111,506) 1,221,859,374

31 March 2016
Renminbi 1,681,923,313 (1,391,115) 1,680,532,198
United States dollar 114,255,750 (118,072) 114,137,678
1,796,179,063 (1,509,187) 1,794,669,876

Amounts in the above table are based on the carrying value of the assets and liabilities.

Currency sensitivity

As the HKD is pegged to the United States dollar (“USD”), the Fund does not expect any
significant movements in USD/HKD exchange rate. During the year ended 31 March 2017, the HKD
weakened in relation to the Renminbi by less than 6%. At 31 March 2017, had the HKD further weakened
in relation to the Renminbi by 6% (2016: 4%), with all other variables held constant, net assets
attributable to unitholders would have increased by the amounts shown in the following table.

All amounts stated in Hong Kong dollars

31 March 2017

Renminbi

31 March 2016

Renminbi

HKS$

69,972,551

67,221,288

A 6% (2016: 4%) strengthening of the HKD against the above currency would have resulted in an
equal but opposite effect on the basis that all other variables remain constant. The analysis is performed

on the same basis for 2016.

(b) Credit risk

Credit risk is the risk that a counterparty to a financial instrument will fail to discharge an obligation or
commitment that it has entered into with the Fund. The Fund’s exposure to credit risk is monitored by the Manager on

an ongoing basis. At 31 March 2017, all of the Fund’s financial assets were exposed to credit risk.
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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 credit quality of the
brokers used.

The Fund invests in A Shares via the QFII investment quota obtained by the Manager. These investments are
held in a segregated account with Bank of Communications Co. Ltd (the “QFII Custodian”) on behalf of the Fund.
Substantially all of the assets of the Fund are held by the Trustee or the QFII Custodian. Bankruptcy or insolvency of
the Trustee or the QFII Custodian may cause the Fund’s rights with respect to securities held by the Trustee or the QFII
Custodian to be delayed or limited. There were no investments in debt securities as at 31 March 2017 and 31 March
2016.

The majority of the cash held by the Fund is deposited with Bank of Communications Co., Ltd and The
Hongkong and Shanghai Banking Corporation Limited (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 Fund monitors the credit rating of the banks on an ongoing basis.

The Fund enters in transactions of over-the-counter equity-linked instruments, which expose the Fund to the risk
that the counterparties to the financial instruments might default on their obligations to the Fund. The Manager
considers the risk to be insignificant.

The carrying amounts of financial assets best represent the maximum credit risk exposure at the date of the
statement of assets and liabilities.

At both 31 March 2017 and 2016, there were no significant concentrations of credit risk to counterparties except
to the Trustee, the QFII Custodian and the banks.

The Manager considers that none of these assets are impaired nor past due at the end of the reporting period.
(c) Liquidity risk

Liquidity risk is the risk that the Fund 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 Fund.

The Fund’s policy to manage liquidity is to have sufficient liquidity to meet its liability without incurring undue
losses or risking damage to the Fund’s reputation.

The Fund’s equity and equity-linked instruments investments are considered to be readily realisable under
normal market conditions as they are all listed on stock exchanges in Hong Kong or the PRC. The Fund, however, also
invest in listed equity investments suspended for trading and unlisted equity linked-instruments, which are not publicly
traded on exchanges and may be illiquid. The total value of listed equity investments suspended for trading and unlisted
equity linked-instruments of the Fund as at 31 March 2017 was $23,435,533 (2016: $103,738,774).

The Fund has one class of units in issue which is not redeemable by the unitholders. All financial liabilities have
contractual maturities of less than three months. At both 31 March 2017 and 2016, there were no significant exposures
to liquidity risk for the Fund.

(d) Capital management
At 31 March 2017, the Fund had $1,231,509,619 (2016: $1,787,843,955) of capital classified as equity.
The Fund’s objective in managing the capital is to ensure a stable and strong base to maximise returns to all

investors. The Manager manages the capital of the Fund in accordance with the Fund’s investment objectives and
policies stated in the Trust Deed.
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There were no changes in the policies and procedures during the year with respect to the Fund’s approach to its
capital management.

The Fund is not subject to externally imposed capital requirements.
During the year, no distributions were made to the unitholders of the Fund.
12 FAIR VALUE INFORMATION

The Fund’s financial instruments are measured at fair value on the date of 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.
Usually, fair values can be reliably determined within a reasonable range of estimates. For certain other financial instruments,
including dividend and other receivables, taxation, deferred tax liabilities, accrued expenses and other payables, the carrying
amounts approximate fair values due to the immediate or short-term nature of these financial instruments.

Valuation of financial instruments

The Fund’s accounting policy on fair value measurements is detailed in significant accounting policy in note

2(0)(iv).

The Fund measures fair values using the three levels of fair value hierarchy defined in HKFRS 7, Financial
instruments: Disclosures, with the fair value of each financial instrument categorised in its entirety based on the lowest
level of input that is significant to that fair value measurement. The levels are defined as follows:

— Level 1: Quoted market prices (unadjusted) in active markets for identical instruments.

— Level 2: Valuation techniques based on observable inputs, either directly (i.e. as prices) or indirectly (i.e.
derived from prices). This category includes instruments valued using: quoted market prices 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 where all significant
inputs are directly or indirectly observable from market data.

— Level 3: Valuation techniques using significant unobservable inputs.

The fair values of financial assets and financial liabilities that are traded in active markets, such as equities,
bonds and warrants which are listed on recognised stock exchanges or have daily quoted prices are based on quoted
market prices or dealer price quotations. For all other financial instruments, the Fund determines fair value using
valuation techniques.

The Fund uses widely recognised valuation models for determining the fair value of financial instruments which

do not have quoted market prices in an active market. Valuation techniques include comparison to quoted prices for
identical instruments that are considered less than active and other valuation models.
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The following analyses financial instruments measured at fair value at the date of the statement of assets and
liabilities by the level in the fair value hierarchy into which the fair value measurement is categorised.

2017
Level 1 Level 2 Level 3 Total
HKS HKS HKS HKS$
Listed equities 1,129,067,113 — 10,757,935 1,139,825,048
Equity-linked instruments — 55,760,580 — 55,760,580
1,129,067,113 55,760,580 10,757,935 1,195,585,628

2016
Level 1 Level 2 Level 3 Total
HKS$ HKS$ HKS$ HK$
Listed equities 1,548,059,752 — 103,738,774 1,651,798,526
Equity-linked instruments — 113,489,073 — 113,489,073
1,548,059,752 113,489,073 103,738,774 1,765,287,599

Level 3 financial instruments include Fujian Sunner Development Co Ltd — A Shares. This instrument has been
suspended for trading and in financial statements it is revaluated and priced using last traded price before suspension
with the adjustment based on peer performance since last adjustment. The Fund held five investments which have
classified as level 3 due to suspended trading as at 31 March 2016.

The table below presents the reconciliation from the beginning balances to the ending balances for fair value
measurements in Level 3 of the fair value hierarchy.

Net losses included
in the statement of

As at comprehensive As at *Unrealized

1 April 2016 income Sales Purchase 31 March 2017 losses

HKS$ HKS$ HK$ HK$ HK$ HKS

Equities 103,738,774 (10,567,296) (93,171,478) 15,012,597 10,757,935 (4,254,602)

*  Represents the amount of unrealised gains and losses recognised in the statement of comprehensive income during

the year for these Level 3 instruments.

During the year ended 31 March 2017, equity securities amounting to $10,757,935 (2016: $89,872.987) have been
transferred from Level 1 to Level 3 because quoted market price for these instrument is no longer available.
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Quantitative information of significant unobservable inputs — Level 3

The table below sets out information about significant unobservable inputs used at 31 March 2017 in measuring
financial instruments categorised as Level 3 in the fair value hierarchy.

Fair value at Valuation Unobservable

Description 31 March 2017 techniques input
HKS$

Equities 10,757,935 Index return Return on

method relevant market
index (-1.61%)

The significant unobservable inputs used in the fair value measurement categorised within Level 3 of the fair
value hierarchy together with a quantitative sensitivity analysis as at 31 March 2017 is as shown below:

Effect on the

Change in return net assets
of the relevant attributable to
Input market index unitholders
HKS$

As at 31 March 2017
Equities CSI300 Index 5% 546,720
CSI300 Index (5%) (546,720)

13 SEGMENT INFORMATION

The Manager makes the strategic resource allocation on behalf of the Fund and has determined the operating segments
based on the internal reports reviewed which are used to make strategic decisions.

The Manager’s asset allocation decisions are based on one single and integrated investment strategy and the Fund’s
performance is evaluated on an overall basis. Accordingly, the Manager considers that the Fund has one single operating
segment which is investing in a portfolio of financial instruments to generate investment returns in accordance with the
investment objective stipulated in the offering circular of the Fund. There were no changes in the operating segment during the
year.

The segment information provided to the Manager is the same as that disclosed in statement of comprehensive income
and statement of assets and liabilities. The Fund is domiciled in Hong Kong.

14 REDEMPTION OF UNITS UNDER THE RECURRING REDEMPTION OFFER

For the year ended 31 March 2017, the Manager offered a right to the unitholders to redeem the whole or a part of their
units on a recurring redemption basis (“the Recurring Redemption Offer”). On 27 July 2016, 33,569,920 units, representing
20% of the total outstanding number of units as at 26 July 2016, were redeemed at a total amount of $361,212,339. Thereafter
on 15 March 2017, 26,855,941 units, representing 20% of the total outstanding number of units as at 14 March 2017, were
redeemed at a total amount of $302,935,015. A redemption levy of $0.04 and $0.02 per unit was charged and deducted from the
redemption price and retained by the Fund. The redeemed units were then cancelled.

For the year ended 31 March 2016, the Manager offered a right to the unitholders to redeem the whole or a part of their
units on a one-off basis (“the One-off Redemption Offer”). On 27 January 2016, 41,962,425 units, representing 20% of the
total outstanding number of units as at 26 January 2016, were redeemed at a total amount of $404,517,769. A redemption levy
of $0.04 was charged and deducted from the redemption price and retained by the Fund. The redeemed units were then
cancelled.
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15 POSSIBLE IMPACT OF AMENDMENTS, NEW STANDARDS AND INTERPRETATIONS ISSUED BUT NOT
YET EFFECTIVE FOR THE YEAR ENDED 31 MARCH 2017

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

These include the following which may be relevant to the Fund:

Effective for accounting periods
beginning on or after

Amendments to HKAS 7, Statement of cash flows: Disclosure initiative 1 January 2017
HKFRS 9, Financial instruments 1 January 2018
The Fund is in the process of making an assessment of what the impact of these amendments, new standards and

interpretation is expected to be in the period of initial application. So far it has concluded that the adoption of them is unlikely
to have a significant impact on the Fund’s results of operations and financial position.
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B. SET OUT BELOW IS THE FULL TEXT OF THE UNAUDITED INTERIM FINANCIAL
STATEMENTS OF THE FUND FOR THE PERIOD ENDED 30 SEPTEMBER 2017.

INTERIM STATEMENT OF ASSETS AND LIABILITIES (UNAUDITED)

As at 30 September 2017

Assets

Investments at fair value through profit or

loss
Other receivables
Cash and cash equivalents
Total assets
Liabilities

Redemption payable
Accrued expenses and other payables

Total liabilities

Net assets attributable to unitholders
Representing:

Total equity

Number of units in issue

Net asset value per unit

8(a), (b) & (¢)

Note

7,12
8(c)
8(d)

10

30 September
2017
(Unaudited)
HK$

1,359,097,675
2,479,597
34,831,375

31 March
2017
(Audited)
HKS$

1,195,585,628
1,684,964
302,578,533

1,396,408,647

1,499,849,125

— 264,799,578
2,934,877 3,539,928
2,934,877 268,339,506

1,393,473,770

1,231,509,619

1,393,473,770

1,231,509,619

107,423,977

107,423,977

12.97

11.46

The notes on pages 71 to 87 form part of these financial statements.
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INTERIM STATEMENT OF COMPREHENSIVE INCOME (UNAUDITED)
For the six months ended 30 September 2017

Six months ended
30 September 30 September

2017 2016
(Unaudited) (Unaudited)
Note HK$ HKS$
Dividend income 23,051,287 30,136,622
Interest income on deposits 4,8(d) 43,679 118,187
Net gains from investments 5 152,320,716 41,339,008
Net foreign exchange gain/(loss) 455,265 (1,968,833)
Other income 8(b) 1,672,720 —
Net investment income 177,543,667 69,624,984
Management fees 8(a) (9,769,256) (12,455,149)
Transaction costs (1,323,289) (2,901,898)
Trustee’s fees 8(b) (637,131) (908,477)
Custodian fees 8(c) (520,809) (816,547)
Auditor’s remuneration (49,863) (145,874)
Legal and professional fees (781,222) (153,485)
Other operating expenses (254,480) (594,894)
Operating expenses __(13.336,050) __(17.976,324)
Profit before taxation 164,207,617 51,648,660
Taxation 6 (2,243,466) (2,355,923)
Increase in net assets attributable to unitholders and total
comprehensive income for the period 161,964,151 49,292,737

The notes on pages 71 to 87 form part of these financial statements.
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INTERIM STATEMENT OF CHANGES IN EQUITY (UNAUDITED)

For the six months ended 30 September 2017

Balance at the beginning of the period

Increase in net assets attributable to unitholders and

total comprehensive income for the period
Redemption of units during the period

Balance at the end of the period

Six months ended
30 September 30 September

2017 2016
(Unaudited) (Unaudited)
Note HK$ HKS$

1,231,509,619  1,787,843,955

161,964,151 49,292,737
14 — (361,212,339)

1,393,473,770  1,475,924,353

The notes on pages 71 to 87 form part of these financial statements.
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INTERIM CASH FLOW STATEMENT (UNAUDITED)
For the six months ended 30 September 2017

Operating activities
Interest income received
Dividend income received
Management fees paid
Trustee’s fees paid
Transaction cost paid
Tax paid
Proceeds from sales of investments
Payments for purchases of investments
Other operating expenses paid

Net cash (used in)/generated from operating activities

Financing activity
Payments on redemption of units

Net cash used in financing activity

Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the period
Effect of foreign exchange rate changes

Cash and cash equivalents at the end of the period

The notes on pages 71 to 87 form part of these financial statements.
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Six months ended

30 September

30 September

2017 2016
(Unaudited) (Unaudited)
HKS$ HKS$

45,335 118,180
23,051,287 30,136,622
(9,830,040) (12,835,307)
(672,110) (1,014,141)
(1,323,289) —
(2,243,466) (2,638,728)
375,958,395 926,093,535
(387,149,726)  (562,956,698)
(1,093,429) (6,994,745)
______ (3.257.043) 369,908,718

(268,056,621) 8,696,379
302,578,533 28,362,084
309,463 (303,715)
34,831,375 36,754,748
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT
For the year ended 30 September 2017

1 BACKGROUND

HSBC China Dragon Fund (“the Fund”) is a closed-ended unit trust governed by its Trust Deed dated 20 June 2007
(“the Trust Deed”), as amended. The Fund is authorised by the Hong Kong Securities and Futures Commission (“the SFC”)
under Section 104(1) of the Hong Kong Securities and Futures Ordinance (“HKSFO”). The Fund is also listed on The Stock
Exchange of Hong Kong Limited (“the Stock Exchange”) (a subsidiary of the Hong Kong Exchanges and Clearing Limited).
The period fixed for the duration of the Fund is eighty years after the date of inception.

Pursuant to the general meeting held on 7 January 2016, an extraordinary resolution was passed to include Shanghai-
Hong Kong Stock Connect and any other similar stock connect programme between another city of the PRC and Hong Kong
(currently also includes the Shenzhen-Hong Kong Stock Connect) (“Stock Connect”) into the investment objective of the
Fund. With effect from 8 January 2016, the investment objective of the Fund is to achieve long-term capital growth by
investing primarily in A Shares directly through (i) the qualified foreign institutional investor (“QFII”) investment quota of
HSBC Global Asset Management (Hong Kong) Limited (“the Manager”) and (ii) Stock Connect; and indirectly through
investment of (i) up to 40% of its net asset value in financial derivative instruments and securities linked to A Shares (such as
CAAPs (including A Share participation certificates/notes and/or other access products issued by third party investment
banks or brokers)) and (ii) up to 40% of its net asset value in exchange-traded funds (“ETFs”) (including synthetic ETFYs)
authorised by the SFC with exposure to A Shares; provided that the Fund’s investment in a Chinese A Share access product,
being a security linked to A Shares or portfolios of A Shares which aim to replicate synthetically the economic benefit of the
relevant A Shares or portfolio of A Shares (“CAAPs”) and ETFs (including synthetic ETFs) authorised by the SFC with
exposure to A Shares will not exceed 50% in the aggregate of its net asset value.

The Fund will not invest more than 10% of its net asset value in CAAPs issued by a single issuer; and the Fund’s
aggregate investment in (i) CAAPs shall not be more than 40% of its net asset value and (ii) A shares through the Stock
Connect shall not be more than 30% of the Fund’s net asset value.

Under the prevailing regulations in the PRC, foreign investors can invest in the PRC A Share market through
institutions that have obtained QFII status in the PRC. The Fund itself is not a QFII, but may invest directly in A Shares via
the US$200 million QFII investment quota obtained by the Manager.

2 SIGNIFICANT ACCOUNTING POLICIES
(a) Statement of compliance

This interim financial report has been prepared in accordance with the applicable disclosure provisions of the
Rules Governing the Listing of Securities on the Stock Exchange of Hong Kong Limited, including compliance with
Hong Kong Accounting Standard (“HKAS”) 34, Interim financial reporting, issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”).

The interim financial report has been prepared in accordance with the same accounting policies adopted in the
annual financial statements for the year ended 31 March 2017, except for the accounting policy changes that are
expected to be reflected in the financial statements for the year ending 31 March 2018. Details of these changes in
accounting policies are set out in note 3.

The preparation of an interim financial report in conformity with HKAS 34 requires management to make

judgements, estimates and assumptions that affect the application of accounting policies and reported amounts of assets
and liabilities, income and expenses on a year to date basis. Actual results may differ from these estimates.
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The interim financial report is unaudited, but has been reviewed by KPMG in accordance with Hong Kong
Standard on Review Engagements 2410, Review of interim financial information performed by the independent auditor of
the entity, issued by the HKICPA. KPMG’s review report to the Manager is included on page 2.

The financial information relating to the financial year ended 31 March 2017 that is included in the interim
financial report as comparative information does not constitute the Fund’s statutory annual financial statements for
that financial year but is derived from those financial statements. The auditor has expressed an unqualified opinion on
the financial statements for the year ended 31 March 2017 in their report dated 28 July 2017.

(b) Basis of preparation of the financial statements

The functional and presentation currency of the Fund is the Hong Kong dollar reflecting the fact that the units of
the Fund are issued in Hong Kong dollars.

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 management to make judgements,
estimates and assumptions that affect the application of policies and reported amounts of assets and 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 judgements
about carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may differ
from these estimates.

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) Financial instruments
(i)  Classification
All of the Fund’s investments are classified as financial assets at fair value through profit or loss. This
category comprises financial instruments held for trading, which are instruments that the Fund has acquired
principally for the purpose of short-term profit-taking. These include investments in equities and equity-linked
instruments.

Financial assets that are classified as receivables include deposits held by the Fund’s custodian.

Financial liabilities that are not at fair value through profit or loss include accrued expenses and other
payables.

(ii)  Recognition

The Fund recognises financial assets and financial liabilities on the date it becomes a party to the
contractual provisions of the instruments.

A regular way purchase or sale of financial assets and financial liabilities is recognised using trade date
accounting. From this date, any gains and losses arising from changes in fair value of the financial assets or

financial liabilities 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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(iii) Measurement

Financial instruments are measured initially at fair value (transaction price). Transaction costs on
financial assets and financial liabilities at fair value through profit or loss are expensed immediately, while on
other financial instruments they are amortised.

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 the statement of comprehensive income.

Financial assets classified as receivables are carried at amortised cost using the effective interest 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 Fund has access at that date. The fair value of a liability reflects its non-
performance risk.

When applicable, the Fund measures the fair value of an instrument using the quoted price in an active
market for that instrument provided such price is within the bid-ask spread. 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. In circumstances where the quoted price is not within the bid-ask spread, the
Manager will determine the points within the bid-ask spread that are most representative of the fair value.

When there is no quoted price in an active market, the Fund uses 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 best evidence of the fair value of a financial instrument at initial recognition is normally the
transaction price — i.e. the fair value of the consideration given or received. If the Fund determines that the fair
value at initial recognition differs from the transaction price and the fair value is evidenced neither by a quoted
price in an active market for an identical asset or liability nor based on a valuation technique that uses only data
from observable markets, the financial instrument is initially measured at fair value, adjusted to defer the
difference between the fair value at initial recognition and the transaction price. Subsequently, that difference is
recognised in profit or loss on an appropriate basis over the life of the instrument but no later than when the
valuation is supported wholly by observable market data or the transaction is closed out.

If an asset or a liability measured at fair value has a bid price and an ask price, the Fund measures assets
and long positions at a bid price and liabilities and short positions at an ask price.

Portfolios of financial assets and financial liabilities that are exposed to market risk and credit risk that
are managed by the Fund on the basis of the net exposure to either market or credit risk, are measured on the
basis of a price that would be received to sell a net long position (or paid to transfer a net short position) for a
particular risk exposure. Those portfolio-level adjustments are allocated to the individual assets and liabilities on
the basis of the relative risk adjustment of each of the individual instruments in the portfolio.

The Fund recognises transfers between levels of the fair value hierarchy as of the end of the reporting
period during which the change has occurred.
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(C))

(v)  Impairment

Financial assets that are stated at cost or amortised cost are reviewed at each date of the statement of
assets and liabilities to determine whether there is objective evidence of impairment. If any such indication exists,
an impairment loss is recognised in the statement of comprehensive income as the difference between the asset’s
carrying amount and the present value of estimated future cash flows discounted at the financial asset’s effective
interest rate.

If in 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

The Fund derecognises a financial asset when the contractual rights to the cash flows from the financial
asset expire or it transfers the financial asset and the transfer qualifies for derecognition in accordance with
HKAS 39.

The Fund uses the weighted average method to determine realised gains and losses on derecognition.

A financial liability is derecognised when the obligation specified in the contract is discharged, cancelled
or expires.

(vii) Offsetting

Financial assets and liabilities are offset and the net amount is reported in the statement of assets and
liabilities when the Fund has 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.
(viii) Cash and cash equivalents

Cash and cash equivalents comprise deposits with banks. Cash equivalents are short-term highly liquid
investments that are readily convertible to known amounts of cash, are subject to an insignificant risk of changes
in value, and are held for the purpose of meeting short-term cash commitments rather than for investment or
other purposes.

Revenue recognition

Provided it is probable that the economic benefits will flow to the Fund and the revenue and costs, if applicable,

can be measured reliably, revenue is recognised in the statement of comprehensive income as follows:

Interest income
Interest income is recognised in the statement of comprehensive income as it accrues, using the effective

interest method. Interest income on bank deposits is disclosed separately in the statement of comprehensive
income.
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Dividend income

Dividend income from listed investments is recognised when the share price of the investment goes ex-
dividend. Dividends from other investments are recognised in the statement of comprehensive income as dividend
income when declared.

In some cases, the Fund may receive or choose to receive dividends in the form of additional shares rather
than cash. In such cases, the Fund recognises the dividend income for the amount of the equivalent cash
dividends with the corresponding debit treated as an additional investment.

(e) Expenses
All expenses are recognised in the statement of comprehensive income on an accruals basis.

) Taxation

Taxation comprises current tax and deferred tax. Current tax and movements in deferred tax assets and liabilities
are recognised in the statement of comprehensive income.

Current tax is the expected tax payable on the taxable income for the period, using tax rates enacted or
substantively enacted at the date of the statement of assets and liabilities.

Deferred tax liabilities arise from deductible and taxable temporary differences, being the differences between the
carrying amounts of assets and liabilities for financial reporting purposes and their tax bases.

Apart from certain limited exceptions, all deferred tax liabilities, and all deferred tax assets to the extent that is
probable that future taxable profits will be available against which the asset can be utilised, are recognised.

(g) Translation of foreign currency

Foreign currency transactions during the period 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 the statement of assets and liabilities.
Exchange gains and losses are recognised in the statement of comprehensive income.
(h) Related parties

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

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

(i)  has significant influence over the Fund; or

(iii))  is a member of the key management personnel of the Fund.
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(b)  An entity is related to the Fund if any of the following conditions applies:

(1) The entity and the Fund are members of the same group (which means that each parent, subsidiary
and fellow subsidiary is related to the others);

(i1))  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);

(iii))  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 either the Fund or an
entity related to the Fund;

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

(vil) 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); or

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

(i) Foreign exchange gains and losses

Foreign exchange gains and losses on financial assets and financial liabilities at fair value through profit or loss
are recognised together with other changes in the fair value. Included in the statement of comprehensive income line
item, “Net foreign exchange gain/(loss)” are net foreign exchange gains and losses on monetary financial assets and
financial liabilities other than those classified at fair value through profit or loss.

(i)  Units in issue

The Fund classifies financial instruments issued as financial liabilities or equity instruments in accordance with
the substance of the contractual terms of the instruments.

The Fund has one class of units in issue. Unitholders may not demand redemption of their units in the Fund
unless otherwise permitted by the Trust Deed. Upon termination of the Fund, the unitholders are entitled to all net cash
proceeds derived from the sale or realisation of the assets of the Fund less any liabilities, in accordance with their
proportionate interest in the Fund at the date of termination. The units are classified as equity in accordance with
HKAS 32.

(k)  Segment reporting

An operating segment is a component of the Fund that engages in business activities from which it may earn
revenues and incur expenses, including revenues and expenses that relate to transactions with any of the Fund’s 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 Fund is
identified as the Manager.
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3 CHANGES IN ACCOUNTING POLICIES

The HKICPA has issued a number of amendments to HKFRSs that are first effective for the current accounting period
of the Fund. None of these developments have had a material effect on how the Fund’s result and financial position for the
current or prior periods have been prepared or presented in this interim financial report. The Fund has not applied any new
standard or interpretation that is not yet effective for the current accounting period (see note 15).
4 INTEREST INCOME ON DEPOSITS

The Fund earned all its interest income from cash and cash equivalents.

5 NET GAINS FROM INVESTMENTS

Six months ended

30 September 30 September

2017 2016

(unaudited) (unaudited)

HKS$ HKS$

Realised losses (11,159,555) (86,400,317)
Unrealised gains 163,480,271 127,739,325
152,320,716 41,339,008

Gains and losses presented above exclude dividend income.

6 TAXATION

No provision for Hong Kong Profits Tax has been made in the financial statements as the Fund is exempted from
taxation under section 26A (1A) of the Hong Kong Inland Revenue Ordinance.

Under the current general provisions of the PRC Corporate Income Tax Law (“CIT”) and published tax circulars, the
Fund would be subject to PRC withholding tax at the rate of 10% in respect of its PRC sourced income earned, including
capital gains realised on the sale of PRC A Shares, B Shares and H Shares listed companies, dividend income derived from
PRC A Shares, B Shares and H Shares listed companies and interest income earned in respect of PRC bank deposits and
corporate bonds. This withholding taxation basis should apply as it is intended that the Fund would be managed and operated
in such a manner that it would not be considered a tax resident enterprise in China or otherwise as having a taxable permanent
establishment in the PRC. The 10% withholding tax rate may be further reduced under an applicable tax treaty, which the
PRC has entered into with the jurisdiction in which the beneficial owner of the relevant income is a resident.

The Offering Circular of the Fund gives the Manager the right to provide for withholding tax on such gains or income
and withhold the tax for the account of the Fund. On the basis of the available information, the Manager has determined that
it is appropriate to provide for PRC taxation at the withholding tax rate of 10% on dividend income from A Shares, B Shares
and H Shares and interest income from PRC bank deposits and corporate bonds in the financial statements. The Manager had
also determined that it was appropriate to provide for PRC taxation at the withholding tax rate of 10% on realised gains on A
shares.

The Manager had determined that it was also appropriate to provide for PRC taxation at the withholding tax rate of
10% on unrealised gains on A Shares with effect from 26 July 2013.

On 14 November 2014, the Ministry of Finance, the State Administration of Taxation (“SAT”) and the China Securities
Regulatory Commission have jointly promulgated the Circular Concerning the Temporary Exemption of the Corporate
Income Tax for Gains Earned by Qualified Foreign Institutional Investors and Renminbi Qualified Foreign Institutional
Investors from the Transfer of Domestic Shares and Other Equity Interest Investment in China (“the Circular”).
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According to the Circular, QFIIs have been granted a temporary PRC CIT exemption on capital gains deriving from
PRC A Shares and other equity interest investments in PRC enterprises on or after 17 November 2014. Realised capital gains
generated by QFIIs prior to 17 November 2014 would remain subject to the 10% withholding tax — unless otherwise exempt
under the applicable double tax treaty.

As a result of the announcement of the Circular, the most significant change for the Fund was the cessation of
withholding 10% of unrealised gains on its investments in A Shares as deferred tax liabilities as at 17 November 2014. The
deferred tax liabilities in respect of unrealised gains recognised on A Shares amounted to $22,547,473 as at 14 November 2014
have been released to the Fund. The Fund also ceased withholding 10% of realised gains on its investments in A Shares with
effect from 17 November 2014.

Further to the Circular, the Manager has received the Notice on Tax Issues (HGSS6ST[2015] No.2) jointly issued by the
Third Branch of Shanghai Municipal Office, SAT and the Third Branch of Shanghai Municipal Bureau of Local Taxation
(“the Shanghai Tax Bureaus”) on 1 April 2015 requesting the submission of tax documents and payment of the corresponding
withholding tax by 30 September 2015 in respect of their PRC sourced income earned (including capital gains realised on the
sale of PRC A Shares and other equity interest instruments prior to 17 November 2014). When the financial statements for the
year ended 31 March 2015 were issued, the Fund and the Manager, as the QFII investment quota holder, had appointed tax
advisers and were in the process of preparing the tax filing to the Shanghai Tax Bureau.

On 12 October 2015, the Shanghai Tax Bureau determined that the withholding tax payable by the Fund in respect of
their PRC sourced income earned (including capital gains realised on the sale of PRC A Shares and other equity interest
instruments from 17 November 2009 to 17 November 2014) was $11,030,907. The Manager considers that the tax assessment
has been concluded upon the payment and settlement of the relevant tax by the Fund with the Shanghai Tax Bureau on 13
October 2015. Accordingly, the Fund had an over-provision of tax of $121,553,537 as at 13 October 2015. Such overprovision
has been released and recognised as a gain resulting in an actual increase of $121,553,537 (5.13% of net asset value or $0.58 per
unit of the Fund) on the net asset value of the Fund as of 13 October 2015.

The Fund has settled its enterprise income tax liability with respect to the Fund’s investment in CAAPs and has received
tax provisions previously withheld by the brokers with respect to certain CAAPs amounting to HK$483,404 (“Tax Refund”)
on 18 May 2016. In addition, upon the receipt of professional tax advice and consultation with the trustee of the Fund, the
Fund had an over-provision of tax of HK$14,484 (“Tax Overprovision”) with respect to such CAAPs which had been released
and recognised as a gain in the books of the Fund on 20 May 2016 resulting in an actual increase of HK$14,484 (0.00% of net
asset value or HK$0.00 per unit of the Fund) on the net asset value of the Fund as of 20 May 2016. The aggregate effect of the
Tax Refund and the Tax Overprovision resulted in an increase of HK$497,888 (0.03% of net asset value or HK$0.00 per unit
of the Fund) on the net asset value of the Fund as of 20 May 2016.

Taxation in the interim statement of comprehensive income represents:

Six months ended

30 September 30 September

2017 2016

(unaudited) (unaudited)

HKS$ HKS$

PRC dividend and interest income withholding tax 2,243,466 2,624,083
PRC capital gains tax — current — (268,160)
2,243,466 2,355,923
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INVESTMENTS AT FAIR VALUE THROUGH PROFIT OR LOSS

Listed equities

— outside Hong Kong
Equity-linked instruments

— warrants

— participation note

30 September
2017
(unaudited)
HK$

1,295,726,277

33,984,979
29,386,419

31 March
2017
(audited)
HKS$

1,139,825,048

31,256,336
24,504,244

1,359,097,675

1,195,585,628

RELATED PARTY TRANSACTIONS

The following is a summary of significant related party transactions or transactions entered into during the period

between the Fund and the Trustee, the Manager and their Connected Persons. Connected Persons are those as defined in the
Code on Unit Trusts and Mutual Funds issued by the SFC. All transactions during the period between the Fund and 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.

(a) Management fees

The fee payable to the Manager is calculated at the rate of 1.5% per annum of the net asset value of the Fund
payable monthly in arrears. The management fee charged to the Fund in respect of the period and payable at the end of
the period amounted to $9,769,256 (for the period from 1 April 2016 to 30 September 2016: $12,455,149) and
$1,676,952 (as at 31 March 2017: $1,737,736) respectively.

The Fund has invested directly in A Shares via the US$200 million QFII investment quota obtained by the
Manager.

(b) Trustee’s fees

Prior to 1 July 2017, trustee fees payable to HSBC Institutional Trust Services (Asia) Limited (“the Trustee”) was
calculated at the rate of 0.125% per annum for the first $390 million of the net asset value of the Fund, and 0.1% per
annum thereafter. With effect from 1 July 2017, trustee fee is calculated at the rate of 0.07% per annum on the net asset
value of the Fund. The trustee fee is accrued daily and payable in arrears on a monthly basis. The trustee fee charged to
the Fund in respect of the period and payable at the end of the period amounted to $637,131 (for the period from 1
April 2016 to 30 September 2016: $908,477) and $94,533 (as at 31 March 2017: $129,512) respectively. During the
period, the Fund received a one-off rebate on trustee fees from the Trustee amounting to $1,672,720 (2016: Nil).

(c) Custodian fee and deposit placed with Custodian

The custodian fee is calculated at the rate of 0.1% per annum of the net asset value of the assets held by the
Fund’s QFII custodian, Bank of Communications Co., Ltd. (“the QFII custodian”) as determined by the QFII
custodian (based on the actual number of calendar days in a year). The custodian fee charged to the Fund in respect of
the period and payable at the end of the period amounted to $520,809 (for the period from 1 April 2016 to 30 September
2016: $816,547) and $234 (as at 31 March 2017: $2,052) respectively.

A minimum clearing reserve is required to be held with the QFII custodian. As at 30 September 2017, the Fund
had $2,479,589 (as at 31 March 2017: $1,683,300) deposit held with the QFII custodian.
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(d) Bank balances

Bank accounts are maintained with The Hong Kong and Shanghai Banking Corporation Limited, which is a
member of the HSBC Group, and the QFII custodian. The bank balances held as at 30 September 2017 amounted to
$26,963,409 and $7,867,966 respectively (as at 31 March 2017: $277,877,705 and $24,700,828 respectively). During the
period, interest earned from HSBC Hong Kong and Bank of Communications Co., Ltd. amounted to $2,295 and
$41,384 respectively (for the period from 1 April 2016 to 30 September 2016: $1,113 and $117,074 respectively).

(e) In its purchases and sales of investments, the Fund utilises the brokerage services of The Hongkong and
Shanghai Banking Corporation Limited, which is a member of the HSBC Group. Details of transactions effected

through this company are as follows:

Six months ended

30 September 30 September
2017 2016
(unaudited) (unaudited)
HKS$ HKS$
The Hong Kong and Shanghai Banking Corporation Limited

Commission paid for the period 19,301 —
Average rate of commission 0.08 % —
Total aggregate value of such transactions for the period 24,125,796 —

Percentage of such transactions in value to total transactions
for the period 3.07% 0.00%

(f) The Hongkong and Shanghai Banking Corporation Limited, which is a member of the HSBC Group, has
redeemed nil units of the Fund during the period ended 30 September 2017 (for the period from 1 April 2016 to
30 September 2016: 70,085). As at 30 September 2017, The Hongkong and Shanghai Banking Corporation
Limited held 70,084 units (as at 31 March 2017: 70,084 units) of the Fund.

9 SOFT DOLLAR PRACTICES

The Manager has entered into soft dollar commission arrangements with brokers under which certain goods and
services used to support investment decision making. The Manager did not make direct payment for these services but
transacted an agreed amount of business with the brokers on behalf of the Fund. Commission was paid from the Fund on
these transactions.

10 UNITS IN ISSUE

Six months ended

30 September 30 September

2017 2016

(unaudited) (unaudited)

Number of units in issue brought forward 107,423,977 167,849,838
Units redeemed during the period — (33,569,920)
Number of units in issue carried forward 107,423,977 134,279,918

The Fund is a closed-ended unit trust. Unitholders may not demand redemption of their units in the Fund unless
otherwise permitted by the Trust Deed. Apart from the units redeemed by the unitholders of the Fund under an offer made by
the Manager as discussed in note 14, the Fund did not have any subscription or redemption of units during the period from 1
April 2017 to 30 September 2017 and the year ended 31 March 2017.
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11 FINANCIAL INSTRUMENTS AND ASSOCIATED RISKS

The Fund maintains investment portfolio in a variety of financial instruments as dictated by its investment management
strategy.

Pursuant to the general meeting held on 7 January 2016, an extraordinary resolution was passed to change the
investment objective of the Fund. With effect from 8 January 2016, the investment objective of the Fund is to achieve long-
term capital growth by investing primarily in A Shares directly through (i) the QFII investment quota of the Manager and (i)
Stock Connect; and indirectly through investment of (i) up to 40% of its net asset value in financial derivative instruments and
securities linked to A Shares (such as CAAPs (including A Share participation certificates/notes and/or other access products
issued by third party investment banks or brokers)) and (ii) up to 40% of its net asset value in ETFs (including synthetic ETFs)
authorized by the SFC with exposure to A Shares; provided that the Fund’s investment in CAAPs and ETFs (including
synthetic ETFs) authorized by the SFC with exposure to A Shares will not exceed 50% in the aggregate of its net asset value.

The Fund will not invest more than 10% of its net asset value in CAAPs issued by a single issuer; and the Fund’s
aggregate investment in (i) CAAPs shall not be more than 40% of its net asset value and (ii) A Shares through the Stock
Connect shall not be more than 30% of the Fund’s net asset value.

The risk exposures inherent in the Fund as at 30 September 2017 are summarized below. Details of such investments
held as at 30 September 2017 are shown in the investment portfolio.

The Fund’s investing activities expose it to various types of risks that are associated with the financial instruments and
markets in which it invests. The Manager and the Trustee have set out below the most important types of financial risks
inherent in each type of financial instruments. The Manager and the Trustee 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 Fund.

Investors should note that additional information in respect of risks associated with investment in the Fund can be
found in the Fund’s offering document.

During the period, the Manager invested in financial instruments which the Manager considered are commensurate with
the risk level of the Fund in accordance with its investment objective.

The nature and extent of the financial instruments outstanding at the date of the statement of assets and liabilities and
the risk management policies employed by the Fund are discussed below.

(a) Market risk
(i) Price risk
Price risk is the risk that value of the instrument will fluctuate as a result of changes in market prices,
whether caused by factors specific to an individual investment, its issuer or all factors affecting all instruments
traded in the market.
The Fund is exposed to price risk arising from changes in the market prices of its investment assets. Price

risk is managed by a diversified portfolio of investments across different industries in accordance with the
investment objective of the Fund.
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Price sensitivity

The impact on a 15% (31 March 2017: 15%) increase in value of the investments as at 30 September
2017, with all other variables held constant, is shown below. An equal change in the opposite direction
would have reduced the net assets attributable to unitholders by an approximately equal but opposite
amount.

30 September 2017 (unaudited) 31 March 2017 (audited)
Effect on net Effect on net
assets assets

% of total Change attributable to % of total Change attributable to
net assets in price the unitholders net assets in price the unitholders

% HKS$ % HKS$
Investment assets
Listed equities:
— outside Hong Kong 92.98 15 194,358,942 91.68 15 169,360,067
Equity-linked
instruments:
— warrants 2.44 15 5,097,747 2.54 15 4,688,450
— participation note 2.11 15 4,407,963 1.99 15 3,675,637
97.53 203,864,652 96.21 177,724,154

(ii) Interest rate risk

Interest rate risk arises from changes in interest rates which may affect the value of debt instruments and
therefore result in potential gain or loss to the Fund. As at the end of the reporting period, the Fund’s exposure
to interest rate risk is considered relatively low as the Fund’s financial instruments were predominantly non-
interest bearing. The Fund’s interest rate risk is managed on an ongoing basis by the Manager.

Except for the bank deposits, the Fund did not hold any interest-bearing assets as at 30 September 2017
and 31 March 2017, therefore the Manager considers the Fund is not subject to significant interest rate risk. No
sensitivity analysis is performed for 30 September 2017 and 31 March 2017.

(iii) Currency risk

The Fund may invest in financial investments and enter into transactions denominated in currencies other
than its functional currency. Consequently, the Fund is exposed to risks that the exchange rate of its functional
currency relative to other foreign currencies may change in a manner that has an adverse effect on the value of
that portion of the Fund’s assets or liabilities denominated in currencies other than the Hong Kong dollar
(“HKD”).

The fluctuations in the rate of exchange between the currency in which the asset or liability is denominated
and the functional currency could result in an appreciation or depreciation in the fair value of that asset or
liability. The Manager may attempt to mitigate this risk by using financial derivative instruments.
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In accordance with the Fund’s policy, the Manager monitors the Fund’s currency exposure on an ongoing

basis.

At the date of statement of assets and liabilities the Fund had the following exposures (in HKD

equivalent):

30 September 2017 (unaudited)

Renminbi
United States dollar

31 March 2017 (audited)

Renminbi
United States dollar

Amounts in the above table are based on the carrying value of the assets and liabilities.

Currency sensitivity

Assets Liabilities Net exposure

HK$ HK$ HK$
1,306,239,915 — 1,306,239,915
63,371,399 (110,249) 63,261,150
1,369,611,314 (110,249) 1,369,501,065
1,166,209,176 — 1,166,209,176
55,761,704 (111,506) 55,650,198
1,221,970,880 (111,506) 1,221,859,374

As the HKD is pegged to the United States dollar (“USD”), the Fund does not expect any
significant movements in USD/HKD exchange rate. During the period ended 30 September 2017, the
HKD strengthened in relation to the Renminbi by approximately 4% (as at 31 March 2017: weakened by
less than 6%). At 30 September 2017, had the HKD further strengthened in relation to the Renminbi by
4% (as at 31 March 2017: weakened by 6%), with all other variables held constant, net assets attributable
to unitholders would have (decreased)/increased by the amounts shown in the following table.

30 September 2017 (unaudited)

Renminbi

31 March 2017 (audited)

Renminbi

HKS$

(52.249.597)

69,972,551

A 4% weakening of the HKD (as at 31 March 2017: strengthened by 6%) against the above
currency would have resulted in an approximately equal but opposite effect on the basis that all other
variables remain constant. The analysis is performed on the same basis for 31 March 2017.
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(b) Credit risk

Credit risk is the risk that a counterparty to a financial instrument will fail to discharge an obligation or
commitment that it has entered into with the Fund. The Fund’s exposure to credit risk is monitored by the Manager on
an ongoing basis. At 30 September 2017, all of the Fund’s financial assets were exposed to 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 credit quality of the
brokers used.

The Fund invests in A Shares via the QFII investment quota obtained by the Manager. These investments are
held in a segregated account with the QFII custodian on behalf of the Fund. Substantially all of the assets of the Fund
are held by the Trustee or the QFII custodian. Bankruptcy or insolvency of the Trustee or the QFII custodian may
cause the Fund’s rights with respect to securities held by the Trustee or the QFII custodian to be delayed or limited.
There were no investments in debt securities as at 30 September 2017 and 31 March 2017.

The majority of the cash held by the Fund is deposited with Bank of Communications Co., Ltd. and The
Hongkong and Shanghai Banking Corporation Limited (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 Fund monitors the credit rating of the banks on an ongoing basis.

The Fund invests in over-the-counter equity-linked instruments, which expose the Fund to the risk that the
counterparties to the financial instruments might default on their obligations to the Fund. The Manager considers the
risk to be insignificant.

The carrying amounts of financial assets best represent the maximum credit risk exposure at the date of the
statement of assets and liabilities.

At both 30 September 2017 and 31 March 2017, there were no significant concentrations of credit risk to
counterparties except to the Trustee, the QFII custodian and the banks.

The Manager considers that none of these assets are impaired nor past due at the end of the reporting period.
(c) Liquidity risk

Liquidity risk is the risk that the Fund 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 Fund.

The Fund’s policy to manage liquidity is to have sufficient liquidity to meet its liability without incurring undue
losses or risking damage to the Fund’s reputation.

The Fund’s equity and equity-linked instruments investments are considered to be readily realisable under
normal market conditions as they are all listed on stock exchanges in Hong Kong or the PRC. The Fund, however, also
invest in listed equity investments suspended for trading and unlisted equity linked-instruments, which are not publicly
traded on exchanges and may be illiquid. The total value of listed equity investments suspended for trading and unlisted
equity linked-instruments of the Fund as at 30 September 2017 was $15,685,167 (as at 31 March 2017: $23,435,533).

The Fund has one class of units in issue. Unitholders may not demand redemption of their units in the Fund
unless otherwise permitted by the Trust Deed (see Note 14). All financial liabilities have contractual maturities of less
than three months. At both 30 September 2017 and 31 March 2017, the Fund did not have significant exposures to
liquidity risk.
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(d)  Capital management

At 30 September 2017, the Fund had $1,393,473,770 (as at 31 March 2017: $1,231,509,619) of capital classified as
equity.

The Fund’s objective in managing the capital is to ensure a stable and strong base to maximise returns to all
investors. The Manager manages the capital of the Fund in accordance with the Fund’s investment objectives and

policies stated in the Trust Deed.

There were no changes in the policies and procedures during the period with respect to the Fund’s approach to its
capital management.

The Fund is not subject to externally imposed capital requirements.
During the period, no distributions were made to the unitholders of the Fund.
FAIR VALUE INFORMATION

The Fund’s financial instruments are measured at fair value on the date of 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.

Usually, fair values can be reliably determined within a reasonable range of estimates. For certain other financial instruments,
including dividend and other receivables, deferred tax liabilities, accrued expenses and other payables, the carrying amounts
approximate fair values due to the immediate or short-term nature of these financial instruments.

Valuation of financial instruments

The Fund’s accounting policy on fair value measurements is detailed in significant accounting policy in note

2(0)(iv).

The Fund measures fair values using the three levels of fair value hierarchy defined in HKFRS 7, Financial
instruments. Disclosures, with the fair value of each financial instrument categorised in its entirety based on the lowest
level of input that is significant to that fair value measurement. The levels are defined as follows:

— Level 1: Quoted market prices (unadjusted) in active markets for identical instruments.

— Level 2: Valuation techniques based on observable inputs, either directly (i.e. as prices) or indirectly (i.e.
derived from prices). This category includes instruments valued using: quoted market prices 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 where all significant
inputs are directly or indirectly observable from market data.

— Level 3: Valuation techniques using significant unobservable inputs.

The fair values of financial assets and financial liabilities that are traded in active markets, such as equities, are
listed on recognised stock exchanges or have daily quoted prices are based on quoted market prices or dealer price
quotations. For all other financial instruments, the Fund determines fair value using valuation techniques.

The Fund uses widely recognised valuation models for determining the fair value of financial instruments which

do not have quoted market prices in an active market. Valuation techniques include comparison to quoted prices for
identical instruments that are considered less than active and other valuation models.
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The following analyses financial instruments measured at fair value at the date of the statement of assets and
liabilities by the level in the fair value hierarchy into which the fair value measurement is categorised.

30 September 2017 (unaudited)

Level 1 Level 2 Level 3 Total

HKS HKS HKS HK$

Listed equities 1,295,726,277 — — 1,295,726,277
Equity-linked instruments — 63,371,398 — 63,371,398
1,295,726,277 63,371,398 — 1,359,097,675

31 March 2017 (audited)

Level 1 Level 2 Level 3 Total

HKS$ HKS$ HKS$ HK$

Listed equities 1,129,067,113 — 10,757,935 1,139,825,048
Equity-linked instruments — 55,760,580 — 55,760,580
1,129,067,113 55,760,580 10,757,935 1,195,585,628

During the six months ended 30 September 2017, there were no transfers between the levels. A financial
instrument that was classified on Level 3 as at 31 March 2017 was disposed by the Fund during the six months ended 30
September 2017.

The table below presents the reconciliation from the beginning balances to the ending balances for fair value
measurements in Level 3 of the fair value hierarchy.

Net losses included

in statement of As at
As at comprehensive 30 September *Unrealized
1 April 2017 income Sales Purchases 2017 gains/(losses)
HKS$ HKS$ HK$ HKS HKS HKS
Equities 10,757,935 (3,008,326) (7,749,609) — — —

*  Represents the amount of unrealised gains and losses recognised in the statement of comprehensive income during
the period for these Level 3 instruments.

13 SEGMENT INFORMATION

The Manager makes the strategic resource allocation on behalf of the Fund and has determined the operating segments
based on the internal reports reviewed which are used to make strategic decisions.

The Manager’s asset allocation decisions are based on one single and integrated investment strategy and the Fund’s
performance is evaluated on an overall basis. Accordingly, the Manager considers that the Fund has one single operating
segment which is investing in a portfolio of financial instruments to generate investment returns in accordance with the
investment objective stipulated in the offering circular of the Fund. There were no changes in the operating segment during the
period.

The segment information provided to the Manager is the same as that disclosed in the interim statement of
comprehensive income and statement of assets and liabilities. The Fund is domiciled in Hong Kong.
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14 REDEMPTION OF UNITS UNDER THE RECURRING REDEMPTION OFFER

On 7 January 2016, the Trust Deed was amended to allow the Manager to offer, subject to the fulfillment of certain
conditions before an offer can be made, a right to all unitholders to redeem part or all of their units in the Fund at the net asset
value per unit calculated on the relevant redemption day, subject to a redemption levy of up to 2% of the net asset value per
unit, as the Manager determines at its discretion taking into account the best interests of the unitholders (“the Recurring
Redemption Offer”). Each Recurring Redemption Offer will be subject to applicable regulatory approvals. All redeemed units
will be cancelled.

For the six months ended 30 September 2017, the Manager did not propose a Recurring Redemption Offer to the
unitholders of the Fund.

For the six months ended 30 September 2016, the Manager offered a right to the unitholders to redeem their units in the
Fund under the Recurring Redemption Offer. On 27 July 2016, 33,569,920 units, representing 20% of the total outstanding
number of units as at 26 July 2016, were redeemed at a total amount of $361,212,339. A redemption levy of $0.04 per unit was
charged and deducted from the redemption price and retained by the Fund. The redeemed units were then cancelled.

15 POSSIBLE IMPACT OF AMENDMENTS, NEW STANDARDS AND INTERPRETATIONS ISSUED BUT NOT
YET EFFECTIVE FOR THE SIX MONTHS ENDED 30 SEPTEMBER 2017

Up to the date of issue of this interim financial report, the HKICPA has issued a few amendments and new standards

which are not yet effective for the period ended 30 September 2017 and which have not been adopted in this interim financial
report. These include the following which may be relevant to the Fund:

Effective for accounting periods
beginning on or after

Amendments to HKAS 7, Statement of cash flows: Disclosure initiative 1 January 2017
HKFRS 9, Financial instruments 1 January 2018
The Fund is in the process of making an assessment of what the impact of these amendments and new standards is

expected to be in the period of initial application. So far it has concluded that the adoption of them is unlikely to have a
significant impact on the Fund’s results of operations and financial position.
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III. INDEBTEDNESS STATEMENT

At the close of business on 8 June 2018, being the latest practicable date for the purpose of this
indebtedness statement prior to the printing of this document, the Fund did not have any
outstanding borrowings, mortgages, charges, debenture or other loan capital or bank overdrafts,
loans or other similar indebtedness or hire purchase commitments, liabilities under acceptances or
acceptances credits or any guarantees or other material contingent liabilities.

IV. MATERIAL CHANGE

Save for information set out in this section below and in the section headed “Financial and
Trading Prospects”, there is no material change in the financial or trading position or outlook of the
Fund subsequent to 31 March 2017, being the date to which the latest audited financial statements of
the Fund were prepared, up to and including the Latest Practicable Date.

On the back of encouraging macro data and strong earnings growth as economic momentum
improved, onshore Chinese equities managed to extend its gain from Q1 2017 to mid May 2018. Over
this period, the net asset value per unit of the Fund moved from HK11.47 as of end March 2017 to
HKS$13.97 as of 15 May 2018, outpacing gains in the market on the back of successful stock picking
in healthcare, materials and consumer discretionary.

In 2Q 2017, the market was driven higher by generally robust macro data and positive upwards
earnings revisions. China 1Q GDP and March activity growth surprised on the upside. Consumption
related data has also been strong. The property market has also surprised on the upside, with real
estate investment and new residential starts showing resilience despite further property tightening
being announced. This positive data alongside strong sales led to a significant rally in the property
sector in May. The technology sector was boosted by strong earnings results among the
heavyweights. The continued stabilization of the RMB has also been supportive of equity market.
While Moody’s downgraded China’s sovereign rating by one notch in May, there was no significant
impact on either the equity or bond markets. On June 20th, MSCI announced the addition of 222
large-cap A-shares to its benchmarks after four years of discussion. The inclusion will be
implemented in two stages, first in May and then in August 2018. The MSCI inclusion of A-
shares gave relevant stocks a lift in June.

Despite rising geopolitical tensions between North Korea and the U.S. in Q3, the equity market
continued to march higher, fuelled again by solid macro data, positive corporate earnings and
upwards earnings estimate revision during the traditional earnings season of August. China’s
economy grew faster than expected in the second quarter as industrial output picked up and
investment remained strong. Consumption related data has also been strong. The property market in
Q3 remained solid with real estate investment and new residential starts continued to expand.
Consolidation in property market continued with leading players posting strong sales numbers,
driving the property sector higher during the quarter. S&P stripped China’s sovereign rating by one
notch in September after Moody’s downgrade in May. However, the market reaction to the
downgrade was somewhat muted. China announced another round of property tightening measures
in tier 2/3 cities in September, which triggered some profit-taking in the property sector.

Driven by generally robust macro data and upwards earnings revision, Chinese equity market
rose higher in Q4 2017. China Q3 GDP coming in at 6.8%. Other major economic readings such as
industrial profit, PPI and consumption related data all remain resilient. On the other hand, property
sales moderated in Q4 as the government stepped up tightening measures in September. Also in
September, PBOC announced a RRR cut of 50bps to 150bps will be available in 2018 for banks
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which meets some lending requirements for targeted sector. The move was the first time in the past
18 months and has added fuel to the stock market. Federal Reserve raised benchmark rate in
December. China followed by lifting the open market operations and medium-term lending facility
rates by 5bps. The market was surprised by PBoC’s move but given the increase is small, it did not
bring significant impact to the market.

Entering into 2018, the equity market has been highly volatile. The Chinese market started the
quarter off positively but, trend reversed in February with global equities, including Chinese
equities, undergoing a sharp pullback as US job data for January was stronger than expected,
triggering concerns on faster inflation and consequently faster rate hike by Federal Reserve. Market
sentiment did not improve in March as trade tension between U.S. and China escalated.
Nonetheless, economic data was still very positive as full-year 2017 real GDP growth came in at
6.9%, compared to 6.7% in 2016, marking the first time since 2010 that the annual GDP growth rate
ticks up from the previous year.

V. FINANCIAL AND TRADING PROSPECTS

While the latest trade tension as well as fears over potential faster rate hike in the U.S. have
increased market volatility and triggered widespread selloff of equities across the globe, we do not
think they will alter the solid economic fundamentals of China nor the current situation of
synchronized global growth. The manager remain positive on the near term outlook for Chinese
equities. Major economic data in China such as GDP, industrial profit, import and export are still
holding up fairly well. Also, deepening of supply-side and SOE reforms is expected to further
improve operating efficiency in old economy industries as well as SOEs. Financial deleveraging
efforts and policy tightening are unlikely to derail growth. For new economy sectors, they shall
continue to benefit from the long-term economic rebalancing in China. On the back of the sound
economic environment, we remain positive on corporate earnings growth in 2018. On the liquidity
front, as CPI remains reasonably low, we see little pressure for China to hike rate in the near future.
Furthermore, we think international investors, who are still underweight China, could potentially
neutralize their positions in 2018 in light of improving macro environment and corporate earnings,
and more importantly, the MSCI inclusion of A-share starting from 1 June this year.

VI. LITIGATION

As at the Latest Practicable Date, neither the Manager nor the Trustee (as trustee of the Fund)
was engaged in any litigation or arbitration of material importance and there is no litigation or claim
of material importance to be pending or threatened against the Manager or the Trustee (as trustee of
the Fund).
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The Stock Exchange of Hong Kong Limited, Hong Kong Exchanges and Clearing Limited, Hong
Kong Securities Clearing Company Limited and the Hong Kong Securities and Futures Commission
take no responsibility for the contents of this announcement, make no representation as to its accuracy
or completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from
or in reliance upon the whole or any part of the contents of this announcement.

HSBC CHINA DRAGON FUND
EBSEMEES
A Hong Kong unit trust authorised under
section 104 of the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong)
(Stock Code: 820)
Announcement

DESPATCH OF CIRCULAR TO UNITHOLDERS
IN RELATION TO THE RECURRING REDEMPTION OFFER

The circular to Unitholders for the Recurring Redemption Offer has been dispatched to the Unitholders of
the Fund on 12 June 2018.

It should be noted that dealings in the Units will continue during the period from the date of this
announcement to the Redemption Day. Those Unitholders selling their Units and persons
purchasing the Units during such period will accordingly bear the risk that the Recurring
Redemption Offer may not occur or may be delayed. If any Unitholder or other person
contemplating selling or purchasing any of the Units during this period is in doubt about his or her
position, he or she is advised to exercise caution when dealing in the Units and is also recommended
to consult his or her professional adviser.

Reference is made to (i) the announcement dated 23 May 2018 by HSBC Global Asset Management
(Hong Kong) Limited (the "Manager") of HSBC China Dragon Fund (the "Fund") in relation to the
proposed Recurring Redemption Offer and (ii) the circular issued by the Manager dated 12 June 2018
(the "Circular™).

Capitalised terms used herein shall, unless otherwise defined, have the same meanings ascribed to
them in the Circular.

The Circular containing, among other things, further details of the Recurring Redemption Offer has
been despatched to the Unitholders on 12 June 2018.

It should be noted that dealings in the Units will continue during the period from the date of this
announcement to the Redemption Day. Those Unitholders selling their Units and persons
purchasing the Units during such period will accordingly bear the risk that the Recurring
Redemption Offer may not occur or may be delayed. If any Unitholder or other person
contemplating selling or purchasing any of the Units during this period is in doubt about his or
her position, he or she is advised to exercise caution when dealing in the Units and is also
recommended to consult his or her professional adviser.

All directors of the Manager jointly and severally accept full responsibility for the accuracy of
information contained in this announcement and confirm, having made all reasonable inquiries, that to
the best of their knowledge, opinions expressed in this announcement have been arrived at after due




and careful consideration and there are no other facts not contained in this announcement, the
omission of which would make any statement in this announcement misleading.

Investors who have any questions regarding the above may contact the Manager at Level 22, HSBC
Main Building, 1 Queen’s Road Central, Hong Kong (telephone number: (852) 2284 1229).

HSBC Global Asset Management (Hong Kong) Limited
Manager of HSBC China Dragon Fund
12 June 2018

As at the date of this announcement, the board of directors of the Manager is comprised as
follows: The executive directors of the Manager are Mr. BERRY, Stuart Glenn, Mr. BOTELHO
BASTOS, Pedro Augusto, Dr. MALDONADO-CODINA, Guillermo Eduardo and Mr. TAM, Chun
Pong Stephen. The non-executive directors of the Manager are Dr. APENBRINK Rudolf Eduard
Walter, Mr. MARTIN, Kevin Ross and Ms. WONG Pik Kuen, Helen.
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HSBC CHINA DRAGON FUND
M S b B AR R &

(a Hong Kong unit trust authorised under section 104 of the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong))
(IRIECFEH RO (Tl PI5EST155) 551041 MG il & &5 i BV (5 FEH 2 )
(Stock Code it i fX 3% : 820)

12 June 2018
Dear Unitholders,
Letter to Existing Unitholders — Election of Means of Receipt and Language of Corporate Communications

The Circular to Unitholders in relation to Recurring Redemption Offer of HSBC China Dragon Fund (the “Fund’’)
has been prepared in English and Chinese. Copies prepared in the language different from those you have received
are available from Computershare Hong Kong Investor Services Limited (the Fund’s Registrar) on request, or on
the Fund’s website at www.assetmanagement.hsbc.com/hk-chinadragonfund for five (5) years from the date of first

publication and the HKExnews’s at www.hkexnews.hk.

You may at any time change your choice of language or means of receipt, free of charge, by completing the
attached Change Request Form and returning it to the Fund’s Registrar. You may also send email with a scanned
copy of this form to hsbechinadragon.ecom@computershare.com.hk.

Should you have any queries relating to this letter, please call the enquiry hotline at (852) 2862 8699 during
business hours (9:00 a.m. to 6:00 p.m., Mondays to Fridays).

Yours faithfully,
BOTELHO BASTOS, Pedro Augusto
Director
For and on behalf of
HSBC Global Asset Management (Hong Kong) Limited
as manager of HSBC China Dragon Fund
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“Corporate Communications’ refer to any documents issued or to be issued by the Fund for the information or
action of the Unitholders, including but not limited to annual report, interim report, notice of meeting, listing
document, circular and proxy form.
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The Stock Exchange of Hong Kong Limited, Hong Kong Exchanges and Clearing Limited, Hong Kong Securities Clearing Company Limited and
the Hong Kong Securities and Futures Commission take no responsibility for the contents of this redemption form, make no representation as to
its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or
any part of the contents of this redemption form.

HEB AL TERAT ~ FUWE G LG E A R AT~ i 45 B IR A ) B s i 2 RO B 3005 B 58 & B & BRI SR A6 i 2%
BEASE T - 3V R i 5 e M IS S B AT AT ] o NI T A S % AR AN S I AR T I A ) A S s AT e 5 oA 7 T AR e O R 4R A A T
51 B AE A48 5% R AT A 34T o

Unless the context otherwise requires, terms used in this form shall bear the same meanings as those defined in the CIRCULAR TO UNITHOLDERS
IN RELATION TO THE RECURRING REDEMPTION OFFER dated 12 June 2018 (“Unitholder Circular”) issued by HSBC GLOBAL ASSET
MANAGEMENT (HONG KONG) LIMITED as manager of HSBC CHINA DRAGON FUND.

B 3C 28 53 A i 48 A > A kg T 1D i e L SR ML R ER B A B R ) AT PR O ) (A0 s T S v o BE R 0 SR BN R 20184 67 12 H I ¥ AL Ky A
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REDEMPTION FORM — FOR USE IF YOU WANT TO ACCEPT THE RECURRING REDEMPTION OFFER UNDER THE UNITHOLDER
CIRCULAR.
VR Vel 3 R — A FA1 T Ak 422 A 0 5 AT N O BRI ARG D D R O

HSBC CHINA DRAGON FUND
M S B ORE B &

a Hong Kong unit trust authorised under section 104 of the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong)
(Stock Code: 820)
R il 77 R B V1) (5 7 2% DI B 5717%) ZE1041F
JEGE A 2 B ik A
(BB X 3% < 820)

Receiving Agent FOR THE CONSIDERATION stated below, the holder(s) (“Unitholder(s)”) of unit(s) (“Units”) of the Fund named
ek AR B below hereby participate in the Recurring Redemption Offer subject to the terms and conditions contained herein
and in the Unitholder Circular.

HE AR A T B 45 A7 N R BT A 3 TG A LB T » 48 BF J 1 AS E 4 1 BELE (TR D) i 5 A (B R
AN ) T AR S B T A o

Computershare Number of Unit(s) (Note) FIGURE #(H WORDS kK &
Hong Kong Investor HALEH (k)

Services Limited,

Shops 1712-1716, Certificate number(s)

17th Floor, i e e

Hopewell Centre,
183 Queen’s Road East,

Wanchai, Unitholder(s) Family name(s) or company name(s): Forename(s):
Hong Kong name(s) and address(es) in full | (& 32 7] 4 F§ 2
e PR R R B HALFEAH A
AR AT EXNE IR
F WA 2 5 K #183%¢ |(EITHER TYPEWRITTEN
A T B OR WRITTEN IN BLOCK Registered Address:
1712-1716%% & CAPITALS) B L
il AT <7 B S IE BE B 5T)

Telephone number:

T Al R
CONSIDERATION The net asset value per Unit of the HSBC CHINA DRAGON FUND as at the
R 1 Redemption Day less the Redemption Levy (i.e. up to 2% of the net asset value of

the Units being redeemed)
THE S v o 0 R B T [ A R (T T o (D ]

7 ¥ 7 T (B 192%)
ALL JOINT
Signed by the Unitholder(s) REGISTERED
in the presence of: UNITHOLDERS
WAL HE A NAE T A AR MUST SIGN HERE
ol R R T DA
AN ELE N ES
SIGNED by the Unitholder(s), this day of , 2018
w1 BEAL FF AN A20184F H H % %

SIGNATURE OF WITNESS
LY VN £

NAME OF WITNESS
SN bk

Address of Witness
BN Hi hik

Occupation

Note: Insert the total number of Units for which the Recurring Redemption Offer is accepted.
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THIS REDEMPTION FORM IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. If you are in any doubt as to any aspect of this redemption form
or as to the action to be taken, you should consult your licensed securities dealer or registered institution in securities, bank manager, solicitor, professional accountant or
other professional adviser.

If you have sold or transferred all your Units, you should at once hand this redemption form and the accompanying Unitholder Circular to the purchaser(s) or the transferee(s) or
to the bank or the licensed securities dealer or registered institution in securities or other agent through whom the sale or transfer was effected for transmission to the
purchaser(s) or transferee(s).

The making of the Recurring Redemption Offer to certain persons resident in jurisdictions outside Hong Kong may be affected by the laws of the relevant jurisdictions. If you are
a citizen or resident or national of a jurisdiction outside Hong Kong, you should inform yourself about or obtain appropriate legal advice regarding the implications of the
Recurring Redemption Offer in the relevant jurisdictions and observe any applicable regulatory or legal requirements. It is your responsibility if you wish to accept the Recurring
Redemption Offer to satisfy yourself as to the full observance of the laws of the relevant jurisdiction in tion therewith, including the obtaining of any governmental,
exchange control or other consents which may be required or the compliance with other necessary formalities, regulatory or legal requirements and the payment of any transfer or
cancellation or other taxes due in respect of such jurisdiction.

HOW TO COMPLETE THIS FORM

This redemption form should be read in conjunction with the Unitholder Circular. The dened terms under the section “Denitions” in the Unitholder Circular are
incorporated into and form part of this redemption form.

To accept the Recurring Redemption Offer made by the Fund, you should duly complete and sign this redemption form and forward this form, together with the relevant
certificate(s) representing the Units and/or any other document(s) of title (and/or any satisfactory indemnity or indemnities required in respect thereof) in respect of the
Units which is/are in your name which you intend to accept the Recurring Redemption Offer, by post or by hand, marked “HSBC CHINA DRAGON FUND — Recurring
Redemption Offer” on the envelope, to the Receiving Agent, Computershare Hong Kong Investor Services Limited at Shops 1712-1716, 17th Floor, Hopewell Centre, 183
Queen’s Road East, Wanchai, Hong Kong as soon as possible, but in any event so as to reach the Receiving Agent no later than 4:30 p.m. on 23 July 2018 (or such later time
and/or date(s) as the Fund may determine and announce with the consent of the Trustee of the Fund and HSBC Global Asset Management (Hong Kong) Limited).

If the number of Units to be redeemed is not indicated on this redemption form or is not indicated in a legible manner, the relevant Unitholder shall be deemed to have

accepted the Recurring Redemption Offer in regard to such number of Units as supported by the certificate(s) of Units given.

If the number of Units to be redeemed as indicated on this redemption form is greater than the number of Units as supported by the certificate(s) of Units given, the

relevant Unitholder shall be deemed to have accepted the Recurring Redemption Offer in regard to such number of Units as supported by the certificate(s) of Units given.
FORM OF ACCEPTANCE OF THE RECURRING REDEMPTION OFFER

To: The HSBC China Dragon Fund and HSBC Global Asset Management (Hong Kong) Limited
1. My/Our execution of this redemption form (whether or not such form is dated), which shall be binding on my/our successors and assignees, shall constitute:
(a) my/our irrevocable acceptance of the Recurring Redemption Offer made by HSBC Global Asset Management (Hong Kong) Limited as manager of the

Fund, as contained in the Unitholder Circular, for the consideration and subject to the terms and conditions therein and herein mentioned, in respect of
the number of Units specified in this redemption form;

(b) my/our irrevocable instruction and authority to HSBC Global Asset Management (Hong Kong) Limited and/or the Fund, the Receiving Agent and/or
their respective agent(s) to send (i) with respect to the portion of my/our Units redeemed under the Recurring Redemption Offer, a cheque crossed (or
cheques crossed) “Not negotiable — account payee only” drawn in my/our favour for the cash consideration to which I/we shall have become entitled
under the terms of the Recurring Redemption Offer, by ordinary post at my/our risk to the person and the address stated below or, if no name and
address is stated below, to me or the first-named of us (in the case of joint registered Unitholders) at the registered address shown in the register of
Unitholders within the time specified in the Unitholder Circular after the Redemption Day and (ii) with respect to the portion of my/our Units NOT
redeemed under the Recurring Redemption Offer, the relevant certificate(s) representing such number of Units which is/are in my/our name, by ordinary
post at my/our risk to the person and the address stated below or, if no name and address is stated below, to me or the first-named of us (in the case of
joint registered Unitholders) at the registered address shown in the register of Unitholders within 10 Business Days after the Redemption Day:

(Insert name and address of the person to whom the cheque(s) is/are to be sent if different from the registered Unitholder or the first-named of joint
registered Unitholders.)

Name: (in block capitals)

Address: (in block capitals)

(c) my/our irrevocable instruction and authority to HSBC Global Asset Management (Hong Kong) Limited and/or the Fund or such person or persons as they
may direct to complete, amend and execute any document on my/our behalf including without limitation to insert a date in this redemption form or, if I/
we or any other person shall have inserted a date, to delete such date and insert another date in this redemption form and to do any other act that may be
necessary or expedient for the purpose of vesting in the Fund or such person or persons as they may direct my/our Unit(s) tendered for acceptance of the
Recurring Redemption Offer;

(d) my/our undertaking to execute such further documents and to do such acts and things by way of further assurance as may be necessary or desirable to
redeem my/our Unit(s) tendered for acceptance under the Recurring Redemption Offer to the Fund, HSBC Global Asset Management (Hong Kong)
Limited or such person or persons as they may direct free from all third party rights, liens, charges, equities, adverse interests and encumbrances
whatsoever and together with all rights attaching thereto as at the date of the announcement regarding the Recurring Redemption Offer dated 23 May
2018 (the “Announcement”) or subsequently becoming attached to them;

(e) my/our agreement to ratify each and every act or thing which may be done or effected by HSBC Global Asset Management (Hong Kong) Limited and/or
the Fund or their respective agents or such person or persons as it/they may direct on the exercise of any of the authorities contained herein;

(f) my/our irrevocable instruction and authority to HSBC Global Asset Management (Hong Kong) Limited and/or the Fund or their respective agent(s) to
collect from HSBC Global Asset Management (Hong Kong) Limited or the Fund or the Receiving Agent on my/our behalf the certificate(s) in respect of
the Units due to be issued to me/us in accordance with, and against surrender of, the enclosed other document(s) of title (if any) (and/or any satisfactory
indemnity or indemnities required in respect thereof), which has/have been duly signed by me/us, and to deliver the same to the Receiving Agent and to
authorise and instruct the Receiving Agent to hold such certificate(s) subject to the terms and conditions of the Recurring Redemption Offer as if it/they
were certificate(s) delivered to the Receiving Agent together with this Redemption Form; and

(2) my/our appointment of HSBC Global Asset Management (Hong Kong) Limited and/or the Fund as my/our attorney in respect of all the Unit(s) to which
this redemption form relates, such power of attorney to take effect from the date and time on which the Recurring Redemption Offer becomes
unconditional in all respects and thereafter be irrevocable.

2. I/We understand that acceptance of the Recurring Redemption Offer by me/us will constitute a warranty by me/us to HSBC Global Asset Management (Hong
Kong) Limited and/or the Fund that (i) the number of Unit(s) specified in this redemption form will be redeemed free from all third party rights, liens, charges,
equities, adverse interests and encumbrances whatsoever and together with all rights attaching thereto as at the date of the Announcement or subsequently
becoming attached to them; and (ii) if my/our registered address is located in a jurisdiction outside Hong Kong, I/we have fully observed the laws of all relevant
jurisdictions, obtained all requisite governmental, exchange control or other consents, complied with all necessary regulatory formalities or legal requirements
and paid any transfer or other taxes by whomsoever payable, that I/we have not taken or omitted to take any action which will or may result in HSBC Global
Asset Management (Hong Kong) Limited and/or the Fund or any other person acting in breach of the legal or regulatory requirements of any jurisdiction in
connection with the Recurring Redemption Offer or my/our acceptance thereof, and am/are permitted under all applicable laws to receive and accept the
Recurring Redemption Offer, and any revision thereof, and that such acceptance is valid and binding in accordance with all applicable laws.

3. In the event that my/our acceptance is not valid, or is treated as invalid, in accordance with the terms of the Recurring Redemption Offer, all instructions,
authorisations and undertakings contained in paragraph 1 above shall cease and in which event, I/we authorise and request you to return to me/us my/our
certificate(s) representing the number of Units which is/are in my/our name and/or any other document(s) of title (and/or any satisfactory indemnity or
indemnities required in respect thereof), together with this redemption form duly cancelled, by ordinary post at my/our risk to the person and address stated in
paragraph 1(b) above or, if no name and address is stated, to me or the first-named of us (in the case of joint registered Unitholders) at the registered address
shown in the register of Unitholders.

4. I/We enclose the relevant certificate(s) and/or other document(s) of title (and/or any satisfactory indemnity or indemnities required in respect thereof) for the whole
or part of my/our holding of Unit(s) which are to be held by you on the terms and conditions of the Recurring Redemption Offer. I/We understand that no
acknowledgement of receipt of any redemption form, certificate(s) representing the Units and/or other document(s) of title (and/or satisfactory indemnity or
indemnities required in respect thereof) will be given. I/we further understand that all documents will be sent at my/our own risk.

5. I/We warrant that I/we are the registered holder(s) of the number of Units specified in this redemption form and I/we have the full right, power and authority to sell
and pass the title and ownership of such Units to the Fund by way of acceptance of the Recurring Redemption Offer.
6. I/We warrant to HSBC Global Asset Management (Hong Kong) Limited and the Fund that I/we have satisfied the laws of the jurisdiction where my/our address is

stated in the register of Unitholders in connection with my/our acceptance of the Recurring Redemption Offer, including the obtaining of any governmental,
exchange control or other consents which may be required and the compliance with necessary formalities, regulatory or legal requirements.

7. I/We warrant to HSBC Global Asset Management (Hong Kong) Limited and the Fund that I/we shall be fully responsible for payment of any transfer or
cancellation or other taxes or duties payable in respect of the relevant jurisdiction where my/our address is stated in the register of Unitholders in connection with
my/our acceptance of the Recurring Redemption Offer.

8. I/We acknowledge that, save as expressly provided in the Unitholder Circular and this redemption form, all acceptances, instructions, authorities and
undertakings hereby given shall be irrevocable and unconditional.

9. I/We acknowledge that my/our Units redeemed pursuant to the Recurring Redemption Offer will be cancelled after the redemption.

10. I/We irrevocably undertake, represent, warrant and agree to and with HSBC Global Asset Management (Hong Kong) Limited and the Fund (so as to bind my/our
successors and assigns) that in respect of the Units which are accepted or deemed to have been accepted under the Recurring Redemption Offer, which
acceptance has not been validly withdrawn, and which have not been cancelled, to give an authority to the Fund and/or its agents from me/us to send any notice,
circular, warrant or other document or communication which may be required to be sent to me/us as a Unitholder (including any relevant certificate(s)
representing my/our Units) to the attention of “HSBC China Dragon Fund” at Computershare Hong Kong Investor Services Limited, Shops 1712-1716, 17th
Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong.

11. The Fund reserves the right to treat as valid any acceptance of the Recurring Redemption Offer which is not entirely in order or which is not accompanied by the
relevant certificate(s) of the Units and/or other document(s) of title (and/or any satisfactory indemnity or indemnities in respect thereof), but, in such cases, the
consideration due will not be despatched until the relevant certificate(s) and/other document(s) of title (and/or any satisfactory indemnity or indemnities in
respect thereof) has/have been received by the Receiving Agent.

If you have questions in relation to the Recurring Redemption Offer, please telephone the Unitholder Helpline at (852) 2862 8699. The Unitholder Helpline is available
from 9:00 a.m. to 6:00 p.m. Monday to Friday (other than public holidays) and will remain open until 23 July 2018. Please note that, the Unitholder Helpline will only be
able to provide information contained in this document and information relating to the Fund’s register of Unitholders and will be unable to give advice on the merits of the
Recurring Redemption Offer or to provide financial, legal, tax or investment advice.



AU I FE A TSI ZEICHE o G BRI BE o[BI ] AR Y A ] 7 A HE PR IR AT B A AR A BE ] 0 MERARR PR B0 RE R R 5 2 B 7 R
A A R BN BRATACHL AW - B3 A A S R -

P14 O 4 T Y B A 4 S o MR S BSOS A T B R S R A O R R R R R R N o S AT R R SR AT sk
5 R 27 28 B v ok I R 27 A A o AEN  DUBE R R H R R o

il R A B A W A O R0 A TN e B AR R 0T Dl AN T R 2 A B W A R R RN O B o M PR s A W b W AT R R Y
2 BBk o R e B RS o MR AT IR AR AR U D Dol AN R A B D Ok A K IR0 5 B R Uk oK O Tk R o Sl YA O Y A R L R
FE o PR AR R A RS PRI A AT T4 A O A o 8 B AT Y A B ) kAR IR A 8 ) 0 L Rk A TR W A O IR IR Tk L
R WAL BT R - Ab BE A ) ok Al R R o sRA A BT A - BEAT R TL L o B SO A AT o ST B~ B B ok A B -

At WO O W
A% P o] A% R B B 5 AN T R — F B o B A A R R ) — B I R R A o AR A A 1 A ST A AR A B [ SR A R — O e

PR IS 0 A AR S < R e R ol A B SR RO S AC IR A o R AR R AT R A A I A ) A B A S R 1
B BT ] Al AT SO (B s 9T 75 36 4 A3 58 B9 A ] 36 06 DR ) > L AR 5y S 5 ik A2 R R B A o o e R 2
ABRATE > Mk F A s EE AT S5 K SRA83 R A PO TRE 1712170698 i+ 5 deF T S P A v R R — AR VR R A ey
] S 7548 7R 20184E 7 23 H R /R 4RE30 43 (B A e 4 4 A ke < 52 58 N Gl 80 B ok 450 W0 6 B A ) A DR 2 i ) 8 T T S B A 1) S 4% I
] e/ 5 H ) 226 2 g A B o

i 1 3 B8 [ % A7 S ST R 4 W A 3 A ST R 3 W S ) BIDAR R R R A A Y A T AR T A A T T A A R L W
e A AL R (el A

i A i Tl A% e 50 I 9 i T D Tl B ST A KA T A T LA T R DO RS T o A R R R A A A R R T A T A A T R
WY B A7 ) A6 S o A R el R A

% 1k V] B A Y 2 A AR
B TR B E R ONE MR R £ R ) AR AR
L AN B S — BB S B ) A O a% R A 5 AR B » RN B SF AR IR N K 2l B2 ML AT > LA B S R
(a) AN/ S A S Bk A AR T AR Sl A G A S AR AR M PR R A R[] A T R A B BOH S AT
b 2 b b T R R AR R () A PR T (P R AR B G ) B~ S B R I bR AR M I [ B 4G
(b) AN/ A ORI M 7 457 B A B R A T (R ) AT R T e A S A R T e SR A R RN
@RE AN S AR AW e JBE (] S22 4 DB (o] ) 7 0 4 AL o DB I D LSRR AT L R S Y R TR AT R R —
AR B R T S AN S B L AR S (R AR SR o A R AR A R R AR T I A Y A O A R
B BB A - A B S SRR DU bl LAV B 07 S T AN s sl A AR B ik o T A N A4 T R
5 R0 Ak LT 8607 3 A T AN N S SR 4 80 (U A S R R A ) R R B M AR A SRR - 6 HL (i)
AN A AR AR T ) B A AR (] 5% 9 43 ) B o R ] A RO 1O 2 HOA > R AR N R T RS A B
FLAG A B 88 7 4% LA M bk AP 380 07 3K 7 AN e o SO T AR B e R o R 4 B A A 44 T 2R R Ak A
Sy 3 A AN BT A A 0 4 e i L R L) T B A b AR A SR 0
(M IS FE (5 35 52) N9 A 2l FF 88 7 B A7 177 A 55 9 B 00 9 B 47 B8 B FF A A i % A 2 g e R
tf )
wEA G T IEA S1URY)
Mtk G T IE RS S 5)

(© AN T SN AT R R R R BRI R (H W) AR A A R AR SRR B A AN L R A
N B ST~ A T SRS AT AT SO > A 3 ER B AR AR B[] A B B A s (AR N S AT ] oAt A B AR
o] LA 3 b ) W Js % FI R AR A B 55— I > L R AR e AT fo] Aty 7T 0 T BORE TG AT B > DA N T S B AN A T T
[5 TE 4 T1T 412 2 11 A7 B A B G o0k S AT REAR A VA BN LT A
(d) AN B ARG I 6 T B IR S A A B SO B DA — B DR a4 A B AT B R R DA AN A AR
A0 A8 I A T PR 5 AR B A o I MR BRI () A BR 4 W) BB S T RE S E A BN R B o 5% S ) B
PEAS B A AT ATV 0 — D058 = O RER - BB ME - AW R0 - AT HE - R RIRE 65 K A RE BV 5 SR A 201845 H 23 H A K8 M I
[50S4 0 0 28 A (T 45 1) BREAY - B L A R84 %5 BEAL 1 — DO RE A
(e) AN B S ) A R M TR R B () AT PR T R A S B sk S A I AR N s B0k S AT AR s 1 A BN
AT AL A s BT AT fa] REE PR IRy 1T A8 11 sl AT 00 4% R AT B Bk s
() AN/ B S A A AR L A e 5 M I M B R A T () AT B A T B A B A ek S A AR 7 A (R il A A
N84 E 2B 3 0 A T A RE SR (A ) (R SSAT AT 35 6 BT 7 3 4 AT 2 1 T A DR 8 1% IR R AR N 4 1) i
BRI (B o) A7 R A A B 4 B0 ORI S IROAS B S A R Y R A TR TRk s R B > L
ﬁ%&%%&ﬁmﬁﬁﬁ#ﬁﬁEg%m%ﬁ&%%%mm$%ﬁﬁ%%%smMﬁ%%%ﬁ@$@E%%—ﬁﬁiw
AR K
(2) AN B T AT M R A A B (R b A R R B AR R G By AN N S R AR R R A T A R 2N > w4 iR
R T8 7 6 P T ) S A A T AT T S AR 0 0 I TR AR A I B AR RS A ) -
2. RN BEWA - AN T 55 40K R LA W AR N S 1 T R R A A () A PR A T R BRA A R
(i) A T 53] 2 5 T 5 0 490 B0 07 S D of A S B A AR T R R A — B8 = O ME R - R ERE - MR 6T RE S R RIAE 25 R RE B >
D 28 45 F SO BRI ~ BB  JEL 8 R 5% 45 B0 0 — D) RE A 00 7 DL B R 5 % ) AR N B S G T 67 R A B B A Tk A
[ > AN/ S A T SE T AT AT TR TR A I 0 3 ) BT T A T T 0 EORE ~ AM B ) s A R B - 45 S BT A A B B A
BB E o B B S AT AT A AT A AT fo] o S B A B T AR N S NI PR R R PR AT {4 B T A 5 | B0E T A 5] E0E W
B R T () AT BRA T KA B G mAT o b A B R M R B A mAR N A A A R e I I S A B A AT AT
A TR A A B R > EAR N AR R T AT I T 01 o i B B 7 A A R A (R AT AT A ) o T 4% IR T A
LB > B A R ERIR T -
3. A i 468 B M T 1) L A 1 0 AR N S Y 0 A R 0 8w L B o T B SO LB T RN T AT AR R SRR R G Y & 0 FE L
TEWT - AN B R ZORIRIMAF R RARN BS54 A BH 038 F &% 8T A7 b Jir A8 SR (B ST f] sk w75 31
A N T 00 SR A FR R ) [ ©0E 2 B A AR R R AR > DT B 7 S T R S 1(b) BEI B N R bk LA SR AR N B B ok
50 Wk 45 S bk > B4R B R AN 44 T R B R b ik AT 88 5 3 F AR N BT R P 48 5 e (A 2 Y 4 R R B B ) B
SRAN B R B A AN B IR o
4. AN S TR I e AP 8 DL I A R R AR R R AT B AR N S T R A T R 4 B B A B R R s At T AT R
SO (B AT AT gk st 7 7 16 4 AT 5 A T A AR 38 o AN B I o AR S G i AT 0] £ 52 0 B Il SR A - AR R B R T s
@gﬁ%g#m/ﬁﬁM%%%ékﬁ%%W%ﬁ%ﬁ&%m%°$A/§%%TW’ﬁ%—ﬂi#%%ﬁmwmm$A/ﬁ
FATRSE -
5. BN B RN B B AR TR R T S BOE W B SRR AN BARN B R RER - B A HE - AT DU AR
B D B A 1 2K A 4 B A L S RS AT R B 0 BT AT RE R A E o
6. AN /B 5 ) R R AR AT T ) AT PR T ROAR B SRR AN G TR R B R N T B AR N A b Y i AR
)R A T B AN S A A M TR A TR B o A BT T RE L T AT AT O - A0 B A s A [ R A A
Ful - BEESOAEHE -
7. AN B 1) R R R ) A BRA T RO BE SRR AN N A B S AT R B R & T S AR N S
Jb ) A AT B R A R I BRSNS 0 S R I A T R A5 A AT T G B T B B s L b B T B o
8. ?A/ﬁ%m%a%Eﬁ%ﬁA@%&¢%ﬁﬁ%%iﬁ%%v%ﬂﬁﬁ%ﬁﬁﬁm~%ﬁ~ﬁ@&ﬁ%ﬁ$ﬂﬁﬂ&ﬁﬁ%
¢ °
9. AN BEER > AN BRI B A B (] 7 B K A I AR R 8 o
10. AN B 1) R S R R A (R R AT PR T RAR R A R R IE b R G B (R AR IR RN S B RO R
IR # 5R0) - AR 4 06 T ) 0 A 0 0 O B 0 A (B AR R WA S [ED) A B R R B A BT R AR S
ARHE G T /B AR ER A % AT AR 0 AR N S By B AN BT BT T A ER - R A e At SO e L (R AR R
AN B AL AT AT AT B R8T 25 16 T & Wb P S Rl R B R0 A PR A (A s T e 8 RE 4 1) > bRk A U AT R T K R
183455 & il O 1741712171655 #f -
11. A% B G (R B AT AT S 6 A 1 B 08 o R AT ] B 8 e R A T AT R SR (B AT AT sl 0 BT ST 4 T R O B0 A R 1 £
B M T I ) B A AR A A S RE R > MEAE RZ SRS DL T o BTG A R A > ORI 2 B A R R A A
HE SR (B sAT: AT 35 M 97 75 51 4 AT 758 000 0 £ R ) 2 b o
P T 0 S 6V I ) B AT AT ] B ] > 5 SRR B B N B (852) 2862 8699 RN A A BAAR M B IE I B R — &= L LA JURFIE &R
AENIREIE (O BB IR AN > BEAL 3 A AN SN — B B B 20184E7TH23 H 1k o 35T 2% > B30 A N S0 000 5 B 4R (I AR SR T 40 R A B AR
FEE AR AL A E R A G 480 VB A0 A R B4 T R R I R BRI E R -




PERSONAL DATA

Personal Information Collection Statement
The main provisions of the Personal Data (Privacy) Ordinance
(Chapter 486 of the Laws of Hong Kong) (the “Privacy Ordinance™)

obligations to the Unitholders and/or regulators and
any other purpose to which the Unitholders may from
time to time agree to or be informed of.

came into effect in Hong Kong on 20 December 1996. This personal 3. Transfer of personal data

information collection statement informs you of the policies and The personal data provided in this form will be kept condential

practices of HSBC Global Asset Management (Hong Kong) Limited but HSBC Global Asset Management (Hong Kong) Limited

and/or the Fund, and the Receiving Agent in relation to personal data and/or the Fund and the Receiving Agent may, to the extent
and the Privacy Ordinance. necessary for achieving the purposes above or any of them,

1. Reasons for the collection of your personal data make such enquiries as they consider necessary to confirm the

To accept the Recurring Redemption Offer for your Units, you accuracy of the personal data and, in particular, they may
must provide the personal data requested. Failure to supply the disclose, obtain, transfer (whether within or outside Hong
requested data may result in the processing of your acceptance Kong) such personal data to, from or with any and all of the
being rejected or delayed. following persons and entities:
It is important that you inform HSBC Global Asset . HSBC Global Asset Management (Hong Kong)
Management (Hong Kong) Limited and/or the Fund and/or the Limited’s and/or the Fund’s advisers and/or agent(s),
Receiving Agent immediately of any inaccuracies in the data such as financial advisers, legal advisers and the
supplied. Receiving Agent;

2. Purposes . any agents, contractors or third party service providers
The personal data which you provide on this form may be used, who offer administrate, telecommunications, computer,
held and/or stored (by whatever means) for the following payment or other services to HSBC Global Asset
purposes: Management (Hong Kong) Limited and/or the Fund
. processing your acceptance and verication or and/or the Receiving Agent in connection with the

compliance with the terms and application procedures operation of its business;
set out in this redemption form and the Unitholder . the Stock Exchange, the SFC and any other regulatory
Circular; or governmental bodies;
. cancelling the Unit(s) registered in your name; . any other persons or institutions with which you have or
. maintaining or updating the relevant register of holders propose to have dealings, such as your bankers,
of the Unit(s); solicitors, accountants, licensed securities dealers or
. conducting or assisting to conduct signature registered institutions in securities; and
verifications, and any other verification or exchange of . any other persons or institutions whom HSBC Global
information; Asset Management (Hong Kong) Limited and/or the
. establishing your entitlements under the Recurring Fund and/or the Receiving Agent consider(s) to be
Redemption Offer; necessary or desirable in the circumstances.
. distributing communication from HSBC Global Asset 4. Access to and correction of personal data
Management (Hong Kong) Limited and/or the Fund The Privacy Ordinance provides you with rights to ascertain
and/or their respective agents, such as the Receiving whether HSBC Global Asset Management (Hong Kong)
Agent; Limited and/or the Fund and/or the Receiving Agent holds your
. compiling statistical information and profiles of the personal data, to obtain a copy of that data, and to correct any
Unitholders; data that is incorrect.
. making disclosures as required by laws, rules or In accordance with the Privacy Ordinance, HSBC Global Asset
regulations (whether statutory or otherwise); Management (Hong Kong) Limited and/or the Fund and/or the
. disclosing relevant information to facilitate claims or Receiving Agent have the right to charge a reasonable fee for
entitlements; the processing of any data access request. All requests for
. any other purpose in connection with the business of access to data or correction of data or for information
HSBC Global Asset Management (Hong Kong) Limited regarding policies and practices and the kinds of data held
and/or the Fund and/or the Receiving Agent; and should be addressed to HSBC Global Asset Management
. any other incidental or associated purposes relating to (Hong Kong) Limited and/or the Fund and/or the Receiving
the above and/or to enable HSBC Global Asset Agent (as the case may be).
Management (Hong Kong) Limited and/or the Fund BY SIGNING THIS REDEMPTION FORM YOU AGREE TO ALL
and/or the Receiving Agent to discharge their OF THE ABOVE
A A %
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Change Request Form % % H1 55 £ 1%

To: HSBC China Dragon Fund (the “Fund”) ;e ﬂi%ﬁﬁhmﬂyﬂt@(rdxﬁﬁj)
c/o Computershare Hong Kong Investor Services Limited KA RSB IR A
Hopewell Centre, 183 Queen’s Road East, ’Ew&w T 5 5 RAE R 18355
Wanchai, Hong Kong ARG TTM A

I/We have already received a printed copy of the Current Corporate Communications in Chinese/English or have chosen to read the Current Corporate
Communications posted on the Fund’s website:

AN FAM C M IRAS YR 2 w3 I SO 2 B85, o SR AR s 298 3R A A i T 2 AR 24w i RS

Part A — I/We would like to receive another printed version of the (unmt Corporate Communications of the Fund as indicated below:
A AN BAMBAE A E LR S i Bk WA AV 2 55— R B AS
(Please mark ONLY ONE (X) of the following boxes wiffie F 818845 » fifi 5 H b — i 22 i i 1 _E[X ] 58)
I/We would like to receive a printed copy in English now.
AN HAM BLAE A S — 3 S SCE R A
I/We would like to receive a printed copy in Chinese now.
RN/ BAM B A R — 3 iy SCAIRIA
I/We would like to receive both the printed English and Chinese copies now.
AN AN B A A H IR SR 30—y E A
Part B — I/We would like to change the choice of langu s of receipt of future Corporate Communications of the Fund as indicated below:
2 AN TIMBAE A BB F ST B S ] 12 Rl AT SO 2 5 o A B
(Please mark ONLY ONE (X) of the following boxes a4 #4% b » 4 Hoh — R 22k 0 &1 11X 5%
read the Website version of all future Corporate Communications published on the Fund’s website in place of receiving printed copies; OR
BT AE AL G A 0 8 2 2 0 AT B > AR ERRIAS 5 B
to receive the printed English version of all future Corporate Communications ONLY; OR
SO A 2 W) 2 2 5 SC R RIAR 5
to receive lhe printed Chinese version of all future Corporate Communications ONLY; OR
ESCRAS 2 R 2 vh SCERRIAR 5 Bk
to receive both printed English and Chinese versions of all future Corporate Communications.
[ FRF SO HR AR 2 ) L 22 3 3 B v SCER R AS
Name(s) of Unitholders” Date
I WUEL I A 557 CE

(Please use ENGLISH BLOCK LETTERS 751 % X IE## %5)

Address”
b g1k
(Please use ENGLISH BLOCK LETTERS jii§ /1] % X IE R 5 55)
Contact telephone number Signature(s)
T &% T 5 R 1S B4

# You are required to fill in the details if you download this Change Request Form from the Fund’s Website. & 115743 305 T AR5 F H g 4 - Gf b J0 15 |1 B EH -

1. Please complete all your details clearly.
AR AR A R

2. By selection to read the Website Version of the Corporate Communications published on the Fund’s website in place of receiving printed copies, you have expressly consented to waive the
right to receive the Corporate Communications in printed form, including the right to receive notice of meeting by post or delivery at your address pursuant to the trust deed constituting the
Fund.
T A B 1 AL B 40 il B e 2 20 W FUAE b R AP WSO R AR T WO () 3 S 2 w3 af RV AR R G AR BRI A 9 5 GE SR A IR A O T [ R Z bk
J7 AR i i 2 HEA

3. If your units are held in joint names, the Unitholder whose name stands first on the register of members of the Fund in respect of the joint holding should sign on this Change Request Form in

order to be valid.
0 T 4% e B AT o SUIAR S O 2 ol 8 I LA R A I R 8 A e B A A 6 8 O A R WA R AR T

4. The above instruction will apply to all future Corporate Communications to be sent to Unitholders of the Fund until you notify otherwise by reasonable notice in writing to the Fund’s
Reglstrar Computershare Hong Kong Investor Services Limited, 17M Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong, or by email to

hsbechinadragon. ecom(a/computershare com.hk.

bl i 7 R M A B T AR B LR A AN A AR ELE (AR S B A T A 2 BT A R 5 BT A PR ) e 2 AT B R O A 83 R A
17M# kL7 1 Jy 3§ 2% 4 %1 hsbechinadragon.ecom@, comgutershare com.hk 73 {FH#ESR /S 1L

5. All Future Corporate Communications in both printed English and Chinese versions will be available for inspection from the Fund’s Registrar upon request.
ARG 2 PR LM AT AT 2 AR 2 3 o SCERIA LR R ) -

6. The unitholders are entitled to change the choice of means of receipt or language of the Fund’s Corporate Communications at any time by reasonable notice in writing to the Fund’s
Registrar.
e B AT AT R I 5 1) 5 IR T A AR B 2 0 B R R S R s ) R R A By

7. Any form with more than one box marked (X), with no box marked (X), with no signature or otherwise incorrectly completed will be void.

TXA!»%VM’EH‘VL% SR HORA TR BURA S ~ sE LAy R A IE T - U4 & S -

8. For the avoidance of doubt, we do not accept any special instructions written on this Request Form.

T G hE + FERTAE AR i el L HORIN T R5 467 o A2 rUMER T A0
................................................................................................... == S m = e e e e e e e e e
2t 2k 2k
TE T 75 ] L 58 T R g2 A I - g B A A AR IR T A I ERE MAILING LABEL

7 A o 1 7 AN | S

Please cut the mailing label and stick this on

Tt i SR B R R A
Computershare Hong Kong Investor Services Limited
f i [7] R 55 A% Freepost No. 37
s Hong Kong

the envelope to return this Change Request Form to us.
No postage stamp necessary if posted in Hong Kong.




The Stock Exchange of Hong Kong Limited, Hong Kong Exchanges and Clearing Limited, Hong Kong
Securities Clearing Company Limited and the Hong Kong Securities and Futures Commission take no
responsibility for the contents of this announcement, make no representation as to its accuracy or
completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or in
reliance upon the whole or any part of the contents of this announcement.

HSBC CHINA DRAGON FUND

ESFEMREES
Hong Kong unit trust authorised under
section 104 of the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong)
(Stock Code: 820)
Announcement

PROPOSED RECURRING REDEMPTION OFFER

This announcement is made pursuant to Chapter 11.1B of the Code and the disclosure obligation
under the listing agreement for collective investment schemes as set out in Part G of Appendix 7 to
the Rules Governing the Listing of Securities on the Stock Exchange.

The Manager would like to announce that the following conditions (being the conditions before a
proposed Recurring Redemption Offer can be made, as set out in the Circular) were fulfilled to offer
a Recurring Redemption Offer:

1. the Fund has been trading at a discount of its net asset value of 20.10% (daily average) from
2 January 2018 to 29 March 2018, being above the condition of discount of 20% or more
for three consecutive months;

2. such redemption offer is made in the best interests of the Unitholders;
3. there is no material adverse impact to the Fund;
4. the Manager must comply with the Applicable Regulations with certain exceptions set out

in sub-paragraph 4 in the section headed "(a) Terms of the Recurring Redemption Offer- (i)
Background to the Recurring Redemption Offer" in this announcement;

5. the Manager has taken into account of all relevant prevailing market conditions and is
reasonably satisfied that the redemption proceeds can be paid to Unitholders in accordance
with the time limits stipulated in the Applicable Regulations;

6. the Fund has not yet made any Recurring Redemption Offer in 2018, this met the condition
of the Fund not having made more than three redemption offers in a calendar year; the last
Recurring Redemption Offer was made on 19 December 2017;

7. the aggregate redemption of all Unitholders will be no more than 20% of the total
outstanding number of Units as at the relevant lodgement date of the Recurring Redemption
Offer; and

8. Independent Unitholders may by Extraordinary Resolution at a general meeting terminate

the Manager’s entitlement to make any further redemption offer under the Recurring
Redemption Offer, and such Extraordinary Resolution has not taken place.




The Manager wishes to offer Unitholders to redeem for cash the whole or a part of each Unitholder's
Units at, subject to a Redemption Levy, the net asset value of the Units as at the Redemption Day
being redeemed.

There is no minimum number of Units which a qualifying Unitholder can apply to redeem under the
Recurring Redemption Offer; however, a Unitholder may not apply to redeem more Units than such
Unitholder holds as of the Lodgement Date. A Unitholder may apply to redeem the whole or a part
of his or her holding of Units. The total number of Units to be redeemed by the Unitholders shall not
exceed 20% of the total outstanding number of Units as at the Lodgement Date. Regardless of the
number of Units a Unitholder has validly applied to redeem, in the event that the aggregate number
of Units for which applications are made under the Recurring Redemption Offer exceeds 20% of the
total outstanding number of Units as at the Lodgement Date, the number of Units that such
Unitholder can eventually redeem will be reduced proportionally. Under such situation, the Fund
will satisfy the redemption requests of Unitholders wishing to redeem their Units on a pro rata basis
based on the number of Units the Unitholders have validly applied to redeem, rounded down to the
nearest whole Unit.

Due to the legal and regulatory requirements in PRC, redemption proceeds payable to
Unitholders out of the Fund’s assets in the PRC may be paid to the Unitholders in more than
one month from the relevant redemption day. The Manager shall use its best endeavours to
repatriate and distribute such proceeds to the Unitholders within two months after the
relevant redemption day. However, distribution of redemption proceeds payable out of the
Fund's assets in the PRC will be subject to the relevant rules of SAFE and may be delayed
beyond the control of the Manager. There is no assurance that redemption proceeds payable
out of the Fund's assets in the PRC will be distributed within two months. The Fund will also
use its assets outside PRC if any and appropriate to settle part of the redemption proceeds and
that part of the redemption proceeds payable out of the assets of the Fund outside the PRC
will be payable within 10 Business Days from the relevant redemption day.

The Recurring Redemption Offer will be conditional upon the SFC's approval. As previously
approved at the General Meeting and set out in the Circular, the Recurring Redemption Offer will
not be subject to any further approval of the Unitholders nor the advice of the independent financial
advisor. As stated in the Circular, the right of Unitholders to redeem may be suspended by the
Manager in the event of that: (A) when either the China or the Hong Kong market is closed; (B)
when dealings in the China or the Hong Kong market is restricted or suspended; and/or (C) during
the existence of any state of affairs as a result of which disposal or valuation of some or all
investments or other property for the time being comprised in the Fund cannot, in the opinion of the
Manager, be effected normally or without seriously prejudicing the interests of Unitholders.

Investors are advised to refer to the letter of advice from an independent financial adviser
dated 17 November 2015 in the Circular in relation to the opinion and recommendations of
the independent financial advisor including discussions on the reasons, the risks and the
benefits associated with the Recurring Redemption Offer.

WARNING: It should be noted that dealings in the Units will continue during the period from
the date of this Announcement to the Redemption Day. Those Unitholders selling their Units
and persons purchasing the Units during such period will accordingly bear the risk that the
Recurring Redemption Offer may not occur or may be delayed. If any Unitholder or other
person contemplating selling or purchasing any of the Units during this period is in doubt
about his or her position, he or she is advised to exercise caution when dealing in the Units and
is also recommended to consult his or her professional adviser.




A. PROPOSED RECURRING REDEMPTION OFFER

Reference is made to the circular published by HSBC China Dragon Fund (the "Fund") dated 17
November 2015 (the "Circular") regarding the extraordinary resolutions in relation to (a) the Change
of Investment Objective, (b) the One-off Redemption Offer; (c) the Recurring Redemption Offer and
(d) the changes to the Trust Deed to effect the Recurring Redemption Offer approved by the
Independent Unitholders of the Fund in the General Meeting.

(a) Terms of the Recurring Redemption Offer
(i) Background to the Recurring Redemption Offer

The Extraordinary Resolution regarding the Recurring Redemption Offer was duly passed by the
Unitholders in the General Meeting.

According to the Circular, the Manager will offer a Recurring Redemption Offer to all Unitholders to
redeem part or all of their holdings in the Fund (subject to a Redemption Levy) as the Manager
determines at its discretion taking into account the best interests of the Unitholders, subject to the
following conditions:

1. the Fund must be trading at a discount of its net asset value of 20% (daily average) or more for
three consecutive months;

2. such redemption offer must only be made in the best interests of the Unitholders;
3. there is no material adverse impact to the Fund;
4. the Manager must comply with the principles and rules under the Applicable Regulations, with

the only following exceptions:

@ no independent advice by an independent board committee and/or independent
financial adviser will be required in relation to any redemption offer made following
the approval of the Recurring Redemption Offer proposal at the General Meeting;

(b) where the redemption proceeds cannot be repatriated from China due to legal or
regulatory requirements beyond the control of the Manager, the redemption proceeds
payment period may be extended beyond the time limits stipulated in the Applicable
Regulations. In such case, the Manager must keep proper records to demonstrate and
justify this and keep Unitholders and the SFC properly and promptly informed. In any
event, the redemption proceeds must be paid to Unitholders as soon as possible after
the receipt of the proceeds by the Fund;

5. in considering whether to proceed with a redemption offer, the Manager must take into account
of all relevant prevailing market conditions (such as market liquidity, the percentage of stocks
held by the Fund which have been suspended from trading and other relevant regulatory
requirements) and must be reasonably satisfied that the redemption proceeds can be paid to
Unitholders in accordance with the time limits stipulated in the Applicable Regulations;

6. there is no minimum number of redemption offer to be made in a calendar year and the
maximum number for each calendar year shall not exceed three;

7. the aggregate redemption of all Unitholders to be no more than 20% of the total outstanding
number of Units as at the relevant lodgement date of each Recurring Redemption Offer; and



8. Independent Unitholders may by Extraordinary Resolution at a general meeting terminate the
Manager’s entitlement to make any further redemption offer under the Recurring Redemption
Offer.

Each Recurring Redemption Offer will be subject to applicable regulatory approvals but will not be
subject to any further approval of the Unitholders nor the advice of the independent financial advisor.
Investors are advised to refer to the letter of advice from an independent financial adviser dated 17
November 2015 in the Circular in relation to the opinion and recommendations of the independent
financial advisor including discussions on the reasons, the risks and the benefits associated with the
Recurring Redemption Offer.

The Manager would like to announce that the above eight conditions (being the conditions before a
proposed Recurring Redemption Offer can be made, as set out in the Circular) were fulfilled to offer a
Recurring Redemption Offer:

1. the Fund has been trading at a discount of its net asset value of 20.10% (daily average) from 2
January 2018 to 29 March 2018, being above the condition of discount of 20% or more for
three consecutive months;

2. such redemption offer is made in the best interests of the Unitholders;
3. there is no material adverse impact to the Fund;
4, the Manager must comply with the Applicable Regulations with the only exceptions set out in

condition 4(a) and 4(b) above;

5. the Manager has taken into account of all relevant prevailing market conditions and is
reasonably satisfied that the redemption proceeds can be paid to Unitholders in accordance with
the time limits stipulated in the Applicable Regulations;

6. the Fund has not yet made any Recurring Redemption Offer in 2018, this met the condition of
the Fund not having made more than three redemption offers in a calendar year; the last
Recurring Redemption Offer was made on 19 December 2017;

7. the aggregate redemption of all Unitholders will be no more than 20% of the total outstanding
number of Units as at the relevant lodgement date of the Recurring Redemption Offer; and

8. Independent Unitholders may by Extraordinary Resolution at a general meeting terminate the
Manager’s entitlement to make any further redemption offer under the Recurring Redemption

Offer, and such Extraordinary Resolution has not taken place.

Accordingly, the Manager has determined at its discretion, taking into account the best interests of the
Unitholders, to make a Recurring Redemption Offer.

As at the date of this announcement, 85,939,223 Units are in issue. Currently, Unitholders do not have
the right to redeem any part of their holdings of Units.

The Manager wishes to offer a Recurring Redemption Offer to the Unitholders to redeem the whole or
a part of their Units on the Redemption Day for cash.

(ii) Terms of the Recurring Redemption Offer

The Manager proposes to offer the Unitholders, conditional upon the SFC's approval, the Recurring
Redemption Offer, being a right to apply to redeem the whole or a part of their Units at, subject to a



Redemption Levy, the net asset value of the Units being redeemed (calculated using the relevant market
closing price of the underlying investments of the Fund and the Fund’s applicable operating expenses
accrued or incurred to date on the Value Day) on the Redemption Day provided that for the Fund as a
whole the total number of Units to be redeemed by the Unitholders shall not exceed 20% of the total
outstanding number of Units as at the Lodgement Date. The redemption of Units by a Unitholder
pursuant to the Recurring Redemption Offer will not attract Hong Kong ad valorem or fixed stamp duty.
The redemption of Units by a Unitholder pursuant to the Recurring Redemption Offer will not be subject
to any dealing charges other than the Redemption Levy. The Redemption Levy, which is up to 2% of
the net asset value of the Units being redeemed (i.e. the redemption price), incorporates commission,
stamp duty, transaction cost and total market impact of implementation (i.e. the price difference during
the order implementation between the execution price and the price at the time of valuation) will be
deducted from the redemption price and will be retained by the Fund for the benefit of the Fund. The
actual level of the Redemption Levy will be determined by the Manager according to the Manager's
estimation of the above-mentioned commission, stamp duty, transaction cost and total market impact
of implementation on the Redemption Day. Each redeeming Unitholder will bear the same percentage
of Redemption Levy, namely, the same percentage of the net asset value of the Units being redeemed.
The Redemption Levy will be announced together with the net asset value of the Fund as of the Value
Day by 5:00p.m. on 25 July 2018.

The Recurring Redemption Offer will be satisfied by the disposition by the Manager of assets of the
Fund. The Manager confirms that sufficient liquid financial resources are available to the Fund to
implement and to satisfy the Fund's obligations in respect of the Recurring Redemption Offer in full.

The estimated cost (at the price level as at the date of this announcement) for the Recurring Redemption
Offer is HK$900,000, approximately 0.08% of the net asset value of the Fund as at 21 May 2018. Such
cost will primarily include legal fees and costs, and fees and costs incurred by and payable to the
Registrar with respect to the Recurring Redemption Offer and will be borne by the Fund, that is,
indirectly by all the Unitholders before the redemption day with respect to Recurring Redemption Offer.
Redemption Levy, which is up to 2% of the net asset value of the Units being redeemed (i.e. the
redemption price), will be borne by the redeeming Unitholders pursuant to the Recurring Redemption
Offer.

(iii) Procedures with respect to the Recurring Redemption Offer

The Recurring Redemption Offer shall occur on the Redemption Day. Unitholders who wish to accept
the Recurring Redemption Offer must provide completed redemption requests to the Registrar no later
than 4:30 p.m. on the Lodgement Date; provided that the Unitholders are only entitled to make a
redemption request under the Recurring Redemption Offer with respect to the Units they hold as of the
Lodgement Date. Unitholders that are interested in exercising their rights under the Recurring
Redemption Offer shall be required to return their redemption requests forms together with the relevant
certificate(s) and/ or transfer receipt(s) and / or any other document(s) of title (and / or any satisfactory
indemnity or indemnities required in respect thereof) for the number of Units in respect of which
Unitholders intend to redeem, by post or by hand to the Registrar by no later than 4:30 p.m. on the
Lodgement Date. No further action shall be required from the Unitholders who elect to continue to hold
onto their entire holdings of Units in the Fund. Unitholders who have lost the certificates representing
their Units should contact the Registrar and follow the procedure as required by the Registrar.
Unitholders whose Units are held by a nominee company, including those whose interests in the Units
are held through CCASS, should refer to the section headed "Nominee Registration of Units™ below.

Due to the legal and regulatory requirements in PRC, redemption proceeds payable to
Unitholders out of the Fund’s assets in the PRC may be paid to the Unitholders in more than one
month from the Redemption Day. The Manager shall use its best endeavours to repatriate and
distribute such proceeds to the Unitholders within two months after the Redemption Day (i.e. on
or before 24 September 2018). However, distribution of redemption proceeds payable out of the



Fund's assets in the PRC will be subject to the relevant rules of SAFE and may be delayed beyond
the control of the Manager. There is no assurance that redemption proceeds payable out of the
Fund's assets in the PRC will be distributed within two months. Investors should refer to the risk
factor headed under ""Uncertainty on the payment date of the redemption proceeds' below. The
Fund will also use its assets outside PRC if any and appropriate to settle part of the redemption
proceeds and that part of the redemption proceeds payable out of the assets of the Fund outside
the PRC will be payable by 7 August 2018 . As such, the Fund may need to pay the redemption
proceeds to Unitholders by instalments and the Fund will pay all the redemption proceeds to the
Unitholders as soon as possible after receipt of the proceeds by the Fund. Further announcement
will be made by the Manager as soon as practicable if there is a need to pay by instalment and the
corresponding date(s) of payment. As of 21 May 2018, A Shares invested directly through QFII
and other net assets in the PRC account for approximately 95.74% of the net asset value of the
Fund, for reference, the redemption proceeds payable out of the assets in the PRC as of 21 May
2018 is approximately 80% of the total redemption proceeds (assuming that 20% of the total
outstanding Units are being redeemed).

(iv) Limits on the Recurring Redemption Offer

Unitholders should note that there is no minimum number of Units which a qualifying Unitholder can
apply to redeem under the Recurring Redemption Offer; however, a Unitholder may not apply to redeem
more Units than such Unitholder holds as at the Lodgement Date. A Unitholder may apply to redeem
the whole or a part of his or her holding of Units, redemption application with respect to Units that are
in excess of his or her holdings will be disregarded by the Manager.

The total number of Units to be redeemed by the Unitholders shall not exceed 20% of the total
outstanding number of Units as at the Lodgement Date. Regardless of the number of Units a Unitholder
has validly applied to redeem, in the event that the aggregate number of Units for which applications
are made under the Recurring Redemption Offer exceeds 20% of the total outstanding number of Units
as at the Lodgement Date, the number of Units that such Unitholder can eventually redeem will be
reduced proportionally. Under such situation, the Fund will satisfy the redemption requests of
Unitholders wishing to redeem their Units on a pro rata basis based on the number of Units the
Unitholders have validly applied to redeem, rounded down to the nearest whole Unit.

The Fund will dispose of its investments in an orderly manner in order to effect the Recurring
Redemption Offer. In the event that the aggregate number of Units for which applications to redeem
are made under the Recurring Redemption Offer exceeds 20% of the outstanding number of Units as at
the Lodgement Date, the Manager shall, subject to the redemption requests complying with the
requirements of the Trust Deed, (i) limit the number of Units to be redeemed under the Recurring
Redemption Offer to 20% of the outstanding number of Units as at the Lodgement Date and (ii) realise
its investments and apply all or part of such realisation proceeds to satisfy the redemption requests of
Unitholders wishing to redeem their Units on a pro rata basis based on the number of Units the
Unitholders have validly applied to redeem, rounded down to the nearest whole Unit. Any request for
the Recurring Redemption Offer which is not satisfied shall be void and certificates representing such
Units shall be returned to Unitholders within 10 Business Days after the Redemption Day.

If the aggregate of the actual applications for redemption by the Unitholders made under the Recurring
Redemption Offer is less than or equal to the aggregate maximum limit of 20% of the total outstanding
number of Units as at the Lodgement Date, all Units applied to be redeemed will be redeemed. The
balance between the Units actually redeemed and 20% of the total outstanding number of Units as at
the Lodgement Date will neither be carried forward nor be available for any subsequent redemption by
any Unitholder on any subsequent trading day of the Fund. The Manager shall, subject to the redemption
requests complying with the requirements of the Trust Deed (including, amongst others, any request for
the Recurring Redemption Offer must be given in writing signed by the Unitholder or any one of joint
Unitholders and must specify the number of Units that are to be realised, and the name or names of the



Unitholder or Unitholders together with the relevant certificate(s) and/or transfer receipt(s) and/or any
other document(s) of the title (and/or any satisfactory indemnity or indemnities required in respect
thereof), the signature of the Unitholder (or each joint Unitholder) has been verified to the satisfaction
of the Manager or its agent or, if relevant, the Trustee), (i) satisfy all such redemption requests and (ii)
realise its investments and apply all or part of such realisation proceeds to satisfy such redemption
requests under the Recurring Redemption Offer.

The Units to be redeemed must be free from all liens, charges, encumbrances, equitable interests, rights
of pre-emption or other third party rights of any nature. Accordingly, the submission of a redemption
request by eligible Unitholder will be deemed to constitute a representation and warranty by him or her
to the Manager and the Fund that his or her Units are sold free from all liens, charges, encumbrances,
equitable interests, rights of pre-emption or other third party rights of any nature and together with all
rights attaching thereto on or after the date of this announcement (including the right to all dividends
and distributions (if any) declared, made or paid on or after the date of this announcement) or obligation
to create or to give an encumbrance in relation to any of such Units and that no person has claimed to
be entitled to an encumbrance in relation to any such Units.

The Recurring Redemption Offer will be subject to certain condition referred to in the section headed
"Condition to the Recurring Redemption Offer" below and the full terms and details of the Recurring
Redemption Offer will be described more fully in a circular to Unitholders.

All redeemed Units will be cancelled.
(v) Indicative Timetable
The expected timetable for the Recurring Redemption Offer set out below is indicative only and is
subject to change. Any changes to the expected timetable will be announced separately by the Fund.
All references to time are Hong Kong dates.
Posting of the circular to Unitholders in relation to the 12 June 2018
Recurring Redemption Offer on the Fund's website and/or

by post to Unitholders

Commencement date for lodging the redemption request 3 July 2018
with the Registrar

Lodgement Date of the Recurring Redemption Offer (i.e. 23 July 2018
last date for lodgment of Recurring Redemption Offer

request)

Redemption Day of the Recurring Redemption Offer 24 July 2018
Date of announcement of the net asset value of the Fund 25 July 2018

as of the Value Day

Registrar to dispatch the balanced certificates to the 7 August 2018
Unitholders and return of certificates representing request

that do not satisfy Recurring Redemption Offer (by

ordinary post)

Target payment date of the Recurring Redemption Offer The Manager shall use its best
endeavours to pay all the redemption
proceeds, less the Redemption Levy, to



Unitholders on or before 24 September
2018 (i.e. within 2 months after the
Redemption Day). However,
distribution of redemption proceeds
payable out of the Fund's assets in the
PRC will be subject to the relevant rules
of SAFE and may be delayed beyond
the control of the Manager. There is no
assurance that redemption proceeds
payable out of the Fund's assets in the
PRC will be distributed within two
months. (see Key Risk Factors (b)(i)
below)

(b) Key Risk Factors

Unitholders should carefully consider the risk factors described in the Offering Circular and below
before deciding on whether to apply for redemption of their Units under the Recurring Redemption

Offer:

(i)

Uncertainty on the payment date of the redemption proceeds: the Manager shall use its best
endeavours to pay all the redemption proceeds, less the Redemption Levy, to Unitholders
on or before 24 September 2018 (i.e. within 2 months after the Redemption Day). However,
distribution of redemption proceeds payable out of the Fund's assets in the PRC will be
subject to the relevant rules of SAFE and may be delayed beyond the control of the
Manager. There is no assurance that redemption proceeds payable out of the Fund's
assets in the PRC will be distributed within two months. The Fund will also use its assets
outside PRC to settle part of the redemption proceeds and that part of the redemption
proceeds payable out of the assets of the Fund outside the PRC will be payable by 7 August
2018. Accordingly, the Fund may need to pay the redemption proceeds, less the
Redemption Levy, by instalments depending on a number of factors including, but not
limited to, the total amount of redemption requests, the amount of offshore assets held by
the Fund (i.e. assets outside the PRC), the monthly repatriation limit on the net realised
profits and principal funds by QFllIs, the time required by the Fund to repatriate funds
from the PRC.

According to the legal and regulatory requirements in PRC, the amount the Fund can
repatriate each month is limited (up to 20% of the QFI1's total asset value in the PRC as
of the end of the immediately preceding calendar year). This may delay the payment of
redemption proceeds to holders, especially when the Fund needs more than one
repatriation to pay the redemption proceeds. SAFE may also implement ad hoc control
on repatriation, which the Manager does not have control over and may also cause delay
in paying repatriation proceeds to holders. If the Fund is required to repatriate
disposition proceeds from the PRC to satisfy the entire or part of the redemption requests
accepted by the Fund in respect of the Recurring Redemption Offer, the payment of such
redemption proceeds under the Recurring Redemption Offer is subject to the applicable
PRC repatriation rules and the regulatory and tax clearance approval process which may
cause delays or adjustment in calculation of the repatriation limits. The Fund will pay all
the redemption proceeds to the Unitholders as soon as possible after receipt of the
proceeds by the Fund. Based on the current legal and regulatory requirements in PRC,
the Manager is reasonably satisfied that redemption proceeds can be repatriated from
the PRC within two months after the Redemption Day;



(ii)

(iii)

(iv)

v)

(vi)

(vii)

Uncertainty on the trading price and the net asset value of the Fund: under the Recurring
Redemption Offer, the net asset value at which the eligible Units will be redeemed shall be
determined using the relevant market closing price of the underlying investments of the Fund
and the Fund’s applicable operating expenses accrued or incurred to date on the Value Day,
and subject to the Redemption Levy and the relevant calculation method, shall be announced
by the Manager no later than two Business Days after the Value Day. The Redemption Levy is
to be retained by the Fund for the benefit of the Fund. Unitholders should note that the net asset
value at which the eligible Units will be redeemed may be higher or lower than the traded price
of the Units. There is no assurance that the Fund will be traded at a price that is equal to or at a
reduced discount to its net asset value subsequent to the effecting of the Recurring Redemption
Offer or that the performance of the Fund will be improved or enhanced thereafter;

Uncertainty on whether a Unitholder may redeem all its Units: as the total number of Units to
be redeemed by the Unitholders shall not exceed 20% of the total outstanding number of Units
as a whole as at the Lodgement Date, a Unitholder may not be able to redeem all the Units he
or she applies to redeem under the Recurring Redemption Offer regardless of whether he or she
applies to redeem more or less than 20% of the Units he or she owns at the Lodgement Date.

In the event that the aggregate number of Units for which applications to redeem are made
under the Recurring Redemption Offer exceeds 20% of the outstanding number of Units as at
the Lodgement Date, the Manager shall apply the relevant realisation proceeds to satisfy the
redemption requests of Unitholders wishing to redeem their Units on a pro rata basis based on
the number of Units the Unitholders have validly applied to redeem, rounded down to the
nearest whole Unit. Unitholders should refer to the section headed "Limits on the Recurring
Redemption Offer" above for details;

Risk of Odd Lots: any Units held by Unitholders that are not successfully redeemed under the
Recurring Redemption Offer may be in odd lots. The realisable price of such odd lot Units may
be significantly lower than the traded price for such Units;

Impact on the total expense ratio and size of the Fund: the Recurring Redemption Offer, (i) if
effected, will increase the total expense ratio of the Fund by 0.01% (i.e. from 1.90% for the
financial year ended 31 March 2017 to approximately 1.91% after the Recurring Redemption
Offer (assuming that 20% of the total outstanding Units will be redeemed)) as a result of the
expenses incurred with respect to the Recurring Redemption Offer and such expenses are not
covered by the Redemption Levy and (ii) reduce the size of the Fund after such Recurring
Redemption Offer is effected. The Manager may decide to terminate the Fund on any date if
on such date the asset value of the Fund shall be less than HK$400,000,000 under the Trust
Deed, however, while the Manager does not envisage the current exercise of the Recurring
Redemption Offer will result in the asset value of the Fund being less than HK$400,000,000,
recurring redemption offer(s) to be made in the future may result in the termination of the Fund;

Remittance risk: all documents and remittances will be sent to the Unitholders through ordinary
post at their own risk. These documents and remittances will be sent to the Unitholders at their
respective addresses as they appear in the register of Unitholders, and in the case of joint
Unitholders, to the Unitholder whose name appears first in the register of Unitholders; and

Foreign currency risk: A major part of the Fund’s investments is denominated in RMB and a
major portion of the Fund’s revenue and income is received in RMB. There is no assurance that
any revenue and income received by the Fund in RMB may be promptly converted into US$,
the Fund will therefore be exposed to risk of fluctuation in the exchange rate of RMB relative
to US$ and US$ relative to Hong Kong dollars (the currency in which the redemption proceeds
will be paid in). The Manager may use hedging techniques to, at the costs and expense of the
Fund, attempt offsetting currency risks. However, there is no assurance that the hedging



techniques to be adopted by the Manager will achieve a desired result which is beneficial to the
Fund’s investments and performance.

(c) Taxation

Unitholders should consult their professional advisers on the consequences to them of redeeming
Units under the relevant laws of the jurisdictions to which they are subject, including the tax
consequences and any exchange control requirements. These consequences, including the
availability of, and the value of, tax relief to investors, will vary with the law and practice of the
investors’ country of citizenship, residence, domicile or incorporation and their personal
circumstances.

The following statements regarding taxation are based on advice received by the Fund regarding the
law and practice in force in Hong Kong at the date of this announcement. Investors should be aware
that levels and bases of taxation are subject to change and that the value of any relief from taxation
depends upon the individual circumstances of the taxpayer.

(i) Hong Kong
o  Profits Tax

No tax will be payable by the Unitholders in Hong Kong in respect of dividends or other distributions
of the Fund or in respect of any capital gains arising on a sale or other disposal of Units, except that
Hong Kong profits tax may arise where such transactions form part of a trade, profession or business
carried on in Hong Kong.

e Stamp Duty

The redemption of Units by a Unitholder will not attract Hong Kong ad valorem or fixed stamp duty.

The trading of Hong Kong stock (including the underlying H shares and shares issued by red chip
companies) by the Fund to effect the Recurring Redemption Offer is subject to Hong Kong stamp duty.
The Fund and the counterparty will each be liable to stamp duty at the current rate of 0.1% of the price
of shares being sold and purchased.

(ii) The PRC

The information below is a summary of certain areas of PRC taxation which are likely to be relevant to
the Fund and the Unitholders and should not be taken as a definitive, authoritative or comprehensive
statement of the relevant matter. In particular, there are various other taxes, duties, levies and charges
which are generally of less significance but may nevertheless be applicable to the Fund and the
Unitholders.

e Corporate income tax

Pursuant to the Corporate Income Tax Law of the PRC and its implementation rules, a foreign enterprise
that does not have any establishment or place of business in China is subject to a corporate income tax
at the rate of 10% for the dividends, interest, royalty, rental and other income (including capital gain)
earned from sources in the PRC.

e Stamp tax

Pursuant to the tentative regulations of the PRC stamp tax, stamp tax is levied on the execution or
receipt within the territory of China of certain documents, including contracts for the transfer of equity
interests and the sale of A Shares and B shares on stock exchanges.
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According to the latest notice issued by the Ministry of Finance and the State Administration of
Taxation, the transfer of A Shares and B shares each is subject to 0.1% stamp tax of the total proceeds
but only on the selling side.

e Business tax/Value-Added Tax ("VAT")

Pursuant to the notice Caishui [2005] No. 155 issued jointly by the State Administration of Taxation
("SAT"™) and the Ministry of Finance ("MoF") in December 2005, gains derived by QFlIs from
securities trading carried out by the PRC brokers are exempted from business tax in the PRC.
Pursuant to the notice Caishui [2016] No. 36 issued jointly by the SAT and MoF in March 2016,
effective from 1 May 2016, PRC VAT replaced business tax to cover all sectors that used to fall under
the PRC business tax. Gains derived by QFlIs from securities trading carried out through domestic
entrusted companies (i.e. the PRC brokers) and those derived from the trading of China A-shares listed
on the Shanghai Stock Exchange are exempted from VAT.

In addition, pursuant to the “Circular on the Taxation Policy of the Pilot Programme for the Mutual
Stock Market Access between Shenzhen and Hong Kong Stock Markets” Caishui [2016] No.127
promulgated by the MoF, the SAT and the China Securities Regulatory Commission on 5 November
2016, under the business tax to VAT transformation pilot program, gains from the trading of China A-
shares listed on the Shenzhen Stock Exchange will also be exempted from VAT.

Please refer to the section headed "Taxation and Regulatory Requirements" in the Offering Circular for
more information.

(d) Condition to the Recurring Redemption Offer

The Recurring Redemption Offer will be conditional upon the SFC's approval. As previously approved
at the General Meeting and set out in the Circular, the Recurring Redemption Offer will not be subject
to any further approval of the Unitholders nor the advice of the independent financial advisor. As stated
in the Circular, the right of Unitholders to redeem may be suspended by the Manager in the event of
that: (A) when either the China or the Hong Kong market is closed; (B) when dealings in the China or
the Hong Kong market is restricted or suspended; and/or (C) during the existence of any state of affairs
as a result of which disposal or valuation of some or all investments or other property for the time being
comprised in the Fund cannot, in the opinion of the Manager, be effected normally or without seriously
prejudicing the interests of Unitholders.

The Recurring Redemption Offer will not lapse or be conditional on any minimum number of
redemption applications made by the Unitholders.

(e) Overseas Unitholders

Based on the register of Unitholders as at 21 May 2018, there were no Unitholder with registered
addresses outside Hong Kong.

(f) Dealings in Units by the Fund, the Manager and any entities that are their parent, their
subsidiaries, their fellow subsidiaries, associated companies of any of the foregoing, and companies
of which such companies are associated companies

The Fund has not repurchased any Units in the six-month period prior the date of this announcement
and will not repurchase any Units from the date of this announcement up to the Redemption Day.

Other than the entities set out in the following table, the Fund, the Manager and entities that are the

Manager's parent, the Manager's subsidiaries, the Manager's fellow subsidiaries, associated companies
of any of the foregoing, and companies of which such companies are associated companies that trade
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in the Units (including the exercise of the One-off Redemption Offer as described in the Circular) as
discretionary fund managers and/or for proprietary purposes have confirmed that there has neither been
dealing nor any exercise of the One-off Redemption Offer as described in the Circular in the Units in
the six months immediately prior to the date of this announcement. The Fund has no parent, subsidiary,
fellow subsidiary and/or an associated company.

As at the date of this announcement, none of the directors of the Manager and any entities that are the
Manager's parent, the Manager's subsidiaries, the Manager's fellow subsidiaries, associated companies
of any of the foregoing, and companies of which such companies are associated companies that trade
in the Units as discretionary fund managers and/or for proprietary purposes (other than the entities set
out in the following table) had any interests and short positions in the Fund.

As at the date of this announcement, the following fellow subsidiaries and/or associated companies of
the Manager that trade in the Units as discretionary fund managers and/or for proprietary purposes own
or control or direct the holding of voting rights and rights over the Units:

Name of Entity Units Approx.%
The Hongkong and Shanghai Banking Corporation Limited 42,493 0.05%
HSBC International Trustee Limited 113,869 0.13%

Each of the Manager and any entities that are the Manager's parent, the Manager's subsidiaries, the
Manager's fellow subsidiaries, associated companies of any of the foregoing, and companies of which
such companies are associated companies that trade as discretionary fund managers and/or for
proprietary purposes also confirms that, save as disclosed above, it:

e does not own, control or direct any voting rights or other rights over the Units;
e does not hold any convertible securities, warrants or options over the Units;

e has not received any irrevocable commitment to accept the Recurring Redemption Offer in respect
of any Units; and

e has not entered into any outstanding derivative in respect of the Units.

The Manager has not entered into any undertaking to accept or not to accept the Recurring Redemption
Offer from any Unitholder.

Commencing from the date of this announcement up to the Business Day following the Lodgement
Date, any dealings in the Units by the Manager and any entities that are the Manager's parent, the
Manager's subsidiaries, the Manager's fellow subsidiaries, associated companies of any of the foregoing,
and companies of which such companies are associated companies that trade as discretionary fund
managers and/or for proprietary purposes from the date of this announcement up to the Lodgement Date
will be filed with the Manager no later than 10 a.m. on the Business Day following the date of
transaction. The Manager will then submit such dealing information to the SFC and such dealing
information will be disclosed on the Fund's website as soon as practicable. Such information will be
maintained on the Fund's website for a period of five years following the Lodgement Date.
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(9) Holding Structure

Set out below is a table showing the estimated holding structure of the Fund prior to and after the
completion of the Recurring Redemption Offer on the assumptions that (i) the aggregate number of
Units for which applications are made under the Recurring Redemption Offer reaches 20% of the
outstanding number of Units as at the Lodgement Date; and (ii) the number of the Units in issue as at
the date of this announcement remains unchanged until the completion of the Recurring Redemption
Offer.

The Fund has not and will not have any parent, subsidiary, fellow subsidiary and/or associated company.

Immediately before the completion of | Immediately after the completion of

the Recurring Redemption Offer the Recurring Redemption Offer
Units Approx.% Units Approx.%
Public 85,782,861 99.82% 68,626,289 99.82%
Unitholders
Fellow 156,362 0.18% 125,090 0.18%
subsidiaries

and/or associated
companies of the
Manager that
trade in the Units
as  discretionary
fund  managers
and/or for
proprietary
purposes own or
control or direct
the holding of
voting rights and
rights over the
Units

(h) Odd Lots Arrangements

Currently, the Units are traded in board lots of 500 Units each. Such board lot size will not change as a
result of the Recurring Redemption Offer. Eligible Unitholders should note that acceptance of the
Recurring Redemption Offer may result in their holding of odd lots of the Units.

The Manager will not make arrangements with any designated broker to match sales and purchases of
odd lot trading of Units after completion of the Recurring Redemption Offer in order to enable such
redeeming Unitholders to dispose of their odd lots or to top up their odd lots to whole board lots.

(i) Nominee Registration of Units
Unitholders whose Units are held by a nominee company should note that the Manager will regard the
nominee company as a single Unitholder according to the register of Unitholders. In order for the

beneficial owners of the Units whose investments are registered in nominee names (including those
whose interests in the Units are held through CCASS) to accept the Recurring Redemption Offer, they
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may either (i) provide instructions to their nominee agents of their intentions with regard to the
Recurring Redemption Offer or (ii) arrange for the Units to be registered in his/her name by the Fund
through the Registrar, and send the redemption request forms (available from the Registrar) duly
completed together with the certificate(s) of Units to the Registrar.

(j) Other Arrangements

There is no arrangement (whether by way of option, indemnity or otherwise) in relation to the Units
and which might be material to the Recurring Redemption Offer.

Other than the condition to the Recurring Redemption Offer as noted under the section headed
"Condition to the Recurring Redemption Offer" above, there is no agreement or arrangement to which
the Fund, the Manager and any entities that are their parent, subsidiaries, fellow subsidiaries, associated
companies of any of the foregoing, and companies of which such companies are associated companies
which relates to circumstances in which they may or may not invoke or seek to invoke a pre-condition
or a condition to the Recurring Redemption Offer. None of the Fund, the Manager or any entity that is
their parent, subsidiary, the Manager's fellow subsidiary, associated company of any of the foregoing,
and any company of which such company is an associated companies has borrowed or lent any Units.

(k) Reason for and Financial Effect of the Recurring Redemption Offer

The Manager considers that the Recurring Redemption Offer is in the best interests of the Unitholders.
The Recurring Redemption Offer will provide the Unitholders an option to exit part of their investment
in the Fund. In addition, given the Fund has been trading at an average discount of 20.10% to its net
asset value over the past three months since 2 January 2018 to 29 March 2018, the Manager believes
that the Recurring Redemption Offer may potentially narrow such discount. However, there is no
assurance that the Fund will be traded at a price that is equal to or at a reduced discount to its net asset
value subsequent to the effecting of the Recurring Redemption Offer or that the performance of the
Fund will be improved or enhanced thereafter.

The Recurring Redemption Offer, if effected, will:

0] enable the redeeming Unitholders to receive redemption proceeds equivalent to the net asset
value of the Fund attributable to their redeeming Units on the Value Day, less the Redemption

Levy;

(i) reduce the total net asset value, and therefore size, of the Fund by an amount proportionate to
the actual number of Units redeemed. The Manager may decide to terminate the Fund on any
date if on such date the asset value of the Fund shall be less than HK$400,000,000 under the
Trust Deed; and

(ifi)  increase the total expense ratio of the Fund from 1.90% for the financial year ended 31 March
2017 to approximately 1.91% after the Recurring Redemption Offer (assuming that 20% of the
total outstanding Units are being redeemed).

Investors are advised to refer to the letter of advice from an independent financial adviser dated 17
November 2015 in the Circular in relation to the opinion and recommendations of the independent
financial advisor including discussions on the reasons, the risks and the benefits associated with the
Recurring Redemption Offer.

(I) Future Intentions of the Fund

The management of the Fund will remain unchanged and the Fund's listing on the Stock Exchange will
be maintained upon completion of the Recurring Redemption Offer. No other major changes will be
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introduced to the Fund. The size of the Fund will be reduced after the Recurring Redemption Offer, and
the Manager may decide to terminate the Fund on any date if on such date the asset value of the Fund
shall be less than HK$400,000,000 under the Trust Deed, however, while the Manager does not
envisage the current exercise of the Recurring Redemption Offer will result in the asset value of the
Fund being less than HK$400,000,000, recurring redemption offer(s) to be made in the future may result
in the termination of the Fund.

The Manager intends to continue to meet the public float requirement with respect to the Units after the
close of the Recurring Redemption Offer.

(m) Reason for the Recurring Redemption Offer

The Manager considers that the Recurring Redemption Offer is in the best interests of the Unitholders.
The Recurring Redemption Offer will provide the Unitholders an option to exit part of their investment
in the Fund. In addition, given the Fund has been trading at an average discount of 20.1% to its net
asset value over the past three months since 2 January 2018 to 29 March 2018, the Manager believes
that the Recurring Redemption Offer may potentially narrow such discount. However, there is no
assurance that the Fund will be traded at a price that is equal to or at a reduced discount to its net asset
value subsequent to the effecting of the Recurring Redemption Offer or that the performance of the
Fund will be improved or enhanced thereafter.

(n) Condition to the Manager's ability to offer the Recurring Redemption Offer

The Manager's entitlement to offer a Recurring Redemption Offer will be conditional upon the SFC's
approval of the Recurring Redemption Offer.

B. CIRCULAR

Details, including the terms and conditions, of the proposed Recurring Redemption Offer and all other
information reasonably necessary to enable the Unitholders to make an informed decision on whether
to exercise their rights to apply for a Recurring Redemption Offer, the Trustee's view on the Recurring
Redemption Offer shall be set out in a circular to be despatched to all Unitholders within 21 days of the
date of this announcement. Copies of the circular will be sent to all Unitholders.

C. GENERAL

It should be noted that dealings in the Units will continue during the period from the date of this
Announcement to the Redemption Day. Those Unitholders selling their Units and persons
purchasing the Units during such period will accordingly bear the risk that the Recurring
Redemption Offer may not occur or may be delayed. If any Unitholder or other person
contemplating selling or purchasing any of the Units during this period is in doubt about his or
her position, he or she is advised to exercise caution when dealing in the Units and is also
recommended to consult his or her professional adviser.

The Fund is currently a close-ended fund and no investor may demand redemption of their Units.
The listing of the Fund on the Stock Exchange does not guarantee a liquid market and the Fund may be
delisted. The Fund's market price on the Stock Exchange of Hong Kong may be different from its net

asset value per Unit. Currency movement may affect the value of investments. Investment in emerging
market involves higher risks. The Fund invests part of its assets in A Shares, which are subject to
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specific risks and restrictions as disclosed in the Offering Circular. The Fund differs from a typical unit
trust and investors should read the Offering Circular for details including the risk factors.

All directors of the Manager jointly and severally accept full responsibility for the accuracy of
information contained in this announcement and confirm, having made all reasonable inquiries, that to
the best of their knowledge, opinions expressed in this announcement have been arrived at after due
and careful consideration and there are no other facts not contained in this announcement, the omission
of which would make any statement in this announcement misleading.

Investors who have any questions regarding the above may contact the Manager at Level 22, HSBC
Main Building, 1 Queen’s Road Central, Hong Kong (telephone number: (852) 2284 1229).

D. DEFINITIONS

"A Share"

"Applicable Regulations”

"Business Day"

"CCASS"

"Code"

"Fund"

shares issued by companies incorporated in the PRC and
listed on the PRC Stock Exchanges, traded in RMB and
available for investment by domestic (Chinese) investors
and holders of QFII licence

the Code on Share Buy-Backs as if they were applicable
to the Fund (including but not limited to all relevant
timing and disclosure requirements under the Code on
Share Buy-Backs), the SFC Products Handbook and all
other applicable codes, rules, regulations and laws

a day (other than a Saturday or Sunday) on which the
Stock Exchange is open for normal trading and banks are
open for normal banking business in Hong Kong provided
that where as a result of a number 8 typhoon signal, black
rainstorm warning or other similar event, the period
during which the Stock Exchange and banks in Hong
Kong are open for any day is reduced, such day shall not
be a Business Day unless the Manager and the Trustee
determine otherwise

the Central Clearing and Settlement System established
and operated by HKSCC

the Code on Unit Trusts and Mutual Funds issued by the
SFC, as the same may from time to time be modified,
amended, revised or replaced, or supplemented either by
published guidelines, policies, practice statements or
other guidance issued by the SFC or, in any particular
case, by specific written guidance issued by the SFC in
response to a specific request by the Manager and/or the
Trustee

HSBC China Dragon Fund
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"Extraordinary Resolution"

"General Meeting"

"HKSCC"

"Hong Kong"

"Independent Unitholder(s)"

"Lodgement Date"

"Manager"
"Offering Circular"

"Overseas Unitholder(s)"

"PRC" or "China"

"QFII"

A resolution proposed as such and passed on a poll by
75% or more of the votes of those present and entitled to
vote in person or by proxy at a duly convened meeting of
the Unitholders

the general meeting of Unitholders held on 7 January 2016
to approve the extraordinary resolutions in relation to (a)
the Change of Investment Objective, (b) the One-off
Redemption Offer; (¢) the Recurring Redemption Offer
and (d) the changes to the Trust Deed to effect the
Recurring Redemption Offer approved

Hong Kong Securities Clearing Company Limited

the Hong Kong Special Administrative Region of the
People's Republic of China

Unitholders other than any Unitholder that has a material
interest in the Recurring Redemption Offer which is
different from the interests of all other Unitholders

the last date for lodgement of redemption requests
pursuant to the Recurring Redemption Offer

HSBC Global Asset Management (Hong Kong) Limited

the offering circular of the Fund dated 23 October 2017
and includes any amendments and supplements thereto

Unitholder(s) whose addresses, as shown in the register of
Unitholders, are outside Hong Kong as of the Lodgement
Date or the lodgement date with respect to each Recurring
Redemption Offer

the People’s Republic of China, but for the purposes of
this announcement and the Fund’s investment objective
and investment approach only, excludes Hong Kong, the
Macau Special Administrative Region and Taiwan

qualified foreign institutional investor approved by the
China Securities Regulatory Commission pursuant to the
"Measures for the Administration of Investment in
Domestic Securities by Qualified Foreign Institutional
Investors" ( (& &5 SMHERE 5 2 & 52 N 78 07 1008 8 B
» ) promulgated by China Securities Regulatory
Commission, People’s Bank of China and State
Administration of Foreign Exchange on 24 August, 2006
and came into effect on 1 September, 2006, as may be
amended from time to time
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"Recurring Redemption Offer"

"Redemption Day"

"Redemption Levy"

"Registrar"

IISFCII
"Stock Exchange™

"Trust Deed"

"Trustee"
"Unit(s)"
"Unitholder(s)"

"Value Day"

an offer by the Manager to all Unitholders to redeem part
or all of their holdings in the Fund (subject to a
Redemption Levy) as the Manager determines at its
discretion taking into account the best interests of the
Unitholders, subject to certain conditions as described in
the Circular and the Offering Circular

the Business Day immediately following the Lodgement
Date

the redemption fee of up to 2% of the redemption price,
payable in relation to the redemption of Units by a
redeeming Unitholder pursuant to the Recurring
Redemption Offer as described in this announcement

Computershare Hong Kong Investor Services Limited,
Shops 1712-1716, 17th Floor, Hopewell Centre, 183
Queen's Road East, Wanchai, Hong Kong

the Securities and Futures Commission of Hong Kong
The Stock Exchange of Hong Kong Limited

the trust deed dated 20 June 2007 between the Trustee and
the Manager and includes any amendments and
supplements thereto

HSBC Institutional Trust Services (Asia) Limited
unit(s) of the Fund
unitholder(s) of Units

the Redemption Day, being the date on which the relevant
market closing price of the underlying investments of the
Fund, and the Fund’s applicable operating expenses
accrued or incurred to date shall be used to calculate the
net asset value of the Fund to be adopted as the
redemption price for the purpose of the Recurring
Redemption Offer

HSBC Global Asset Management (Hong Kong) Limited
Manager of HSBC China Dragon Fund
23 May 2018

As at the date of this announcement, the board of directors of the Manager is comprised as follows:
The executive directors of the Manager are Mr. BERRY, Stuart Glenn, Mr. BOTELHO BASTOS,
Pedro Augusto, Dr. MALDONADO-CODINA, Guillermo Eduardo and Mr. TAM, Chun Pong
Stephen. The non-executive directors of the Manager are Dr. APENBRINK, Rudolf Eduard Walter,
Mr. MARTIN, Kevin Ross and Ms. WONG, Pik Kuen Helen.
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IMPORTANT

The Stock Exchange of Hong Kong Limited, Hong Kong Exchanges and Clearing Limited, Hong Kong Securities Clearing
Company Limited and the Hong Kong Securities and Futures Commission take no responsibility for the contents of this
document, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for
any loss howsoever arising from or in reliance upon the whole or any part of the contents of this document.

HSBC CHINA DRAGON FUND
ESTBEES

a Hong Kong unit trust authorised under
section 104 of the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong)

(Stock Code: 820)
Voluntary Announcement — Fund Performance

This is a voluntary announcement made by HSBC China Dragon Fund (the “Fund”).

The following table demonstrates the gross performance of the Fund. The relevant figures are gross of fees and (if any)
net of capital gain tax provision performances calculated from internal sources; and are for indicative purpose only.
Returns would be lower once fees are deducted. The performances of the index are quoted for indicative comparison
purpose only and the index is not the benchmark of the Fund.

As at 30 April 2018:

Calendar year performance @ Cumulative
performance ©®
2018 2017 2016 2015 2014 2013 6 months | 1 year
year-to-date| full year full year full year full year full year
Net asset -1.66% 28.16% -12.60% 12.64% 32.32% 1.25% -1.51% | 15.58%
value of the
Fund (gross of
fees and net of
capital gain tax
provision) @
MSCI China A -6.89% 21.47% -18.94% 7.15% 46.91% 1.02% -7.93% 9.89%

The following table demonstrates the net of fees performance of the Fund calculated according to the net asset value per
unit of the Fund.

As at 30 April 2018:

Calendar year performance @ Cumulative
performance ©
2018 2017 2016 2015 2014 2013 6 months | 1 year
year-to-date| full year full year full year full year full year
Net asset -1.71% 25.77% -13.04% 9.85% 30.49% -0.47% -2.01% 14.00%
value of the
Fund (net of
fees)®
As at 30 April 2018:
Net asset value per unit of the Fund: HK$13.19
Closing price of the Fund on the Stock Exchange of Hong Kong: HK$10.72
Discount / Premium to net asset value: 18.73% discount

Source: HSBC Global Asset Management (Hong Kong) Limited, data as at 30 April 2018. All performance figures are
total return figures in Hong Kong dollars.

Performance figures of the Fund are calculated according to the value of the respective underlying assets of the Fund or
the net asset value per unit of the Fund (as the case may be), and are not calculated according to the Fund’s market price
on the exchange. The Fund’s market price on the Stock Exchange of Hong Kong may be different from its net asset value
per unit.



Investment involves risk. Past performance information presented is not indicative of future performance. Please refer to
the Offering Circular of the Fund for further details including the risk factors.

Note:

1. The performance of the Fund was achieved under the following circumstances that no longer apply: the Fund
recognized an over-provision of tax as a gain in its valuation and resulted in an increase in the Fund’s net asset value
of around 5.13% on 13 October 2015.

2. Calendar year performance is the gain or loss of the Fund throughout a particular year.

3. Cumulative performance is the gain or loss of the Fund over certain period of time up to the relevant date.

The Fund is a close-ended fund and no investor may demand redemption of their units.

The listing of the Fund on the Stock Exchange of Hong Kong does not guarantee a liquid market and the Fund may be
delisted. The Fund’s market price on the Stock Exchange of Hong Kong may be different from its net asset value per unit.
Currency movement may affect the value of investments. Investment in emerging market involves higher risks. The Fund
mainly invests directly and indirectly in China A-shares, which are subject to specific risks and restrictions as disclosed in
the Offering Circular. The Fund differs from a typical trust and investors should read the Offering Circular for details
including the risk factors. The document has not been reviewed by the Securities and Futures Commission.

HSBC Global Asset Management (Hong Kong) Limited
Manager of HSBC China Dragon Fund
21 May 2018

As at the date of this announcement, the board of directors of the Manager is comprised as follows: The executive
directors of the Manager are Mr. BERRY, Stuart Glenn, Mr. BOTELHO BASTOS, Pedro Augusto, Dr. MALDONADO-
CODINA, Guillermo Eduardo and Mr. TAM, Chun Pong Stephen. The non-executive directors of the Manager are Dr.
APENBRINK, Rudolf Eduard Walter, Mr. MARTIN, Kevin Ross and Ms. WONG, Pik Kuen Helen.



IMPORTANT

The Stock Exchange of Hong Kong Limited, Hong Kong Exchanges and Clearing Limited, Hong Kong Securities Clearing
Company Limited and the Hong Kong Securities and Futures Commission take no responsibility for the contents of this
document, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for
any loss howsoever arising from or in reliance upon the whole or any part of the contents of this document.

HSBC CHINA DRAGON FUND
ESTBEES

a Hong Kong unit trust authorised under
section 104 of the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong)

(Stock Code: 820)
Voluntary Announcement — Fund Performance

This is a voluntary announcement made by HSBC China Dragon Fund (the “Fund”).

The following table demonstrates the gross performance of the Fund. The relevant figures are gross of fees and (if any)
net of capital gain tax provision performances calculated from internal sources; and are for indicative purpose only.
Returns would be lower once fees are deducted. The performances of the index are quoted for indicative comparison
purpose only and the index is not the benchmark of the Fund.

As at 29 March 2018:

Calendar year performance @ Cumulative
performance ©®
2018 2017 2016 2015 2014 2013 6 months | 1 year
year-to-date| full year full year full year full year full year
Net asset 2.43% 28.16% -12.60% 12.64% 32.32% 1.25% 6.50% 21.72%
value of the
Fund (gross of
fees and net of
capital gain tax
provision) @
MSCI China A -1.41% 21.47% -18.94% 7.15% 46.91% 1.02% 0.20% 14.60%

The following table demonstrates the net of fees performance of the Fund calculated according to the net asset value per
unit of the Fund.

As at 29 March 2018:

Calendar year performance @ Cumulative
performance ©
2018 2017 2016 2015 2014 2013 6 months | 1 year
year-to-date| full year full year full year full year full year
Net asset 1.79% 25.77% -13.04% 9.85% 30.49% -0.47% 5.24% 19.09%
value of the
Fund (net of
fees)®
As at 29 March 2018:
Net asset value per unit of the Fund: HK$13.66
Closing price of the Fund on the Stock Exchange of Hong Kong: HK$10.96
Discount / Premium to net asset value: 19.77% discount

Source: HSBC Global Asset Management (Hong Kong) Limited, data as at 29 March 2018. All performance figures are
total return figures in Hong Kong dollars.

Performance figures of the Fund are calculated according to the value of the respective underlying assets of the Fund or
the net asset value per unit of the Fund (as the case may be), and are not calculated according to the Fund’s market price
on the exchange. The Fund’s market price on the Stock Exchange of Hong Kong may be different from its net asset value
per unit.



Investment involves risk. Past performance information presented is not indicative of future performance. Please refer to
the Offering Circular of the Fund for further details including the risk factors.

Note:

1. The performance of the Fund was achieved under the following circumstances that no longer apply: the Fund
recognized an over-provision of tax as a gain in its valuation and resulted in an increase in the Fund’s net asset value
of around 5.13% on 13 October 2015.

2. Calendar year performance is the gain or loss of the Fund throughout a particular year.

3. Cumulative performance is the gain or loss of the Fund over certain period of time up to the relevant date.

The Fund is a close-ended fund and no investor may demand redemption of their units.

The listing of the Fund on the Stock Exchange of Hong Kong does not guarantee a liquid market and the Fund may be
delisted. The Fund’s market price on the Stock Exchange of Hong Kong may be different from its net asset value per unit.
Currency movement may affect the value of investments. Investment in emerging market involves higher risks. The Fund
mainly invests directly and indirectly in China A-shares, which are subject to specific risks and restrictions as disclosed in
the Offering Circular. The Fund differs from a typical trust and investors should read the Offering Circular for details
including the risk factors. The document has not been reviewed by the Securities and Futures Commission.

HSBC Global Asset Management (Hong Kong) Limited
Manager of HSBC China Dragon Fund
19 April 2018

As at the date of this announcement, the board of directors of the Manager is comprised as follows: The executive
directors of the Manager are Mr. BERRY, Stuart Glenn, Mr. BOTELHO BASTOS, Pedro Augusto, Dr. MALDONADO-
CODINA, Guillermo Eduardo and Mr. TAM, Chun Pong Stephen. The non-executive directors of the Manager are Dr.
APENBRINK, Rudolf Eduard Walter, Mr. MARTIN, Kevin Ross and Ms. WONG, Pik Kuen Helen.



IMPORTANT

The Stock Exchange of Hong Kong Limited, Hong Kong Exchanges and Clearing Limited, Hong Kong Securities Clearing
Company Limited and the Hong Kong Securities and Futures Commission take no responsibility for the contents of this
document, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for
any loss howsoever arising from or in reliance upon the whole or any part of the contents of this document.

HSBC CHINA DRAGON FUND
ESTBEES

a Hong Kong unit trust authorised under
section 104 of the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong)

(Stock Code: 820)
Voluntary Announcement — Fund Performance

This is a voluntary announcement made by HSBC China Dragon Fund (the “Fund”).

The following table demonstrates the gross performance of the Fund. The relevant figures are gross of fees and (if any)
net of capital gain tax provision performances calculated from internal sources; and are for indicative purpose only.
Returns would be lower once fees are deducted. The performances of the index are quoted for indicative comparison
purpose only and the index is not the benchmark of the Fund.

As at 28 February 2018:

Calendar year performance @ Cumulative
performance ©®
2018 2017 2016 2015 2014 2013 6 months | 1 year
year-to-date| full year full year full year full year full year
Net asset 5.39% 28.16% -12.60% 12.64% 32.32% 1.25% 9.52% 27.66%
value of the
Fund (gross of
fees and net of
capital gain tax
provision) @
MSCI China A 0.37% 21.47% -18.94% 7.15% 46.91% 1.02% 2.29% 16.00%

The following table demonstrates the net of fees performance of the Fund calculated according to the net asset value per
unit of the Fund.

As at 28 February 2018:

Calendar year performance @ Cumulative
performance ©
2018 2017 2016 2015 2014 2013 6 months | 1 year
year-to-date| full year full year full year full year full year
Net asset 5.66% 25.77% -13.04% 9.85% 30.49% -0.47% 8.83% 25.82%
value of the
Fund (net of
fees)®
As at 28 February 2018:
Net asset value per unit of the Fund: HK$14.18
Closing price of the Fund on the Stock Exchange of Hong Kong: HK$11.42
Discount / Premium to net asset value: 19.46% discount

Source: HSBC Global Asset Management (Hong Kong) Limited, data as at 28 February 2018. All performance figures
are total return figures in Hong Kong dollars.

Performance figures of the Fund are calculated according to the value of the respective underlying assets of the Fund or
the net asset value per unit of the Fund (as the case may be), and are not calculated according to the Fund’s market price
on the exchange. The Fund’s market price on the Stock Exchange of Hong Kong may be different from its net asset value
per unit.



Investment involves risk. Past performance information presented is not indicative of future performance. Please refer to
the Offering Circular of the Fund for further details including the risk factors.

Note:

1. The performance of the Fund was achieved under the following circumstances that no longer apply: the Fund
recognized an over-provision of tax as a gain in its valuation and resulted in an increase in the Fund’s net asset value
of around 5.13% on 13 October 2015.

2. Calendar year performance is the gain or loss of the Fund throughout a particular year.

3. Cumulative performance is the gain or loss of the Fund over certain period of time up to the relevant date.

The Fund is a close-ended fund and no investor may demand redemption of their units.

The listing of the Fund on the Stock Exchange of Hong Kong does not guarantee a liquid market and the Fund may be
delisted. The Fund’s market price on the Stock Exchange of Hong Kong may be different from its net asset value per unit.
Currency movement may affect the value of investments. Investment in emerging market involves higher risks. The Fund
mainly invests directly and indirectly in China A-shares, which are subject to specific risks and restrictions as disclosed in
the Offering Circular. The Fund differs from a typical trust and investors should read the Offering Circular for details
including the risk factors. The document has not been reviewed by the Securities and Futures Commission.

HSBC Global Asset Management (Hong Kong) Limited
Manager of HSBC China Dragon Fund
16 March 2018

As at the date of this announcement, the board of directors of the Manager is comprised as follows: The executive
directors of the Manager are Mr. BERRY, Stuart Glenn, Mr. BOTELHO BASTOS, Pedro Augusto, Dr. MALDONADO-
CODINA, Guillermo Eduardo and Mr. TAM, Chun Pong Stephen. The non-executive directors of the Manager are Dr.
APENBRINK, Rudolf Eduard Walter, Mr. MARTIN, Kevin Ross and Ms. WONG, Pik Kuen Helen.



IMPORTANT

The Stock Exchange of Hong Kong Limited, Hong Kong Exchanges and Clearing Limited, Hong Kong Securities Clearing
Company Limited and the Hong Kong Securities and Futures Commission take no responsibility for the contents of this
document, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for
any loss howsoever arising from or in reliance upon the whole or any part of the contents of this document.

HSBC CHINA DRAGON FUND
ESTBEES

a Hong Kong unit trust authorised under
section 104 of the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong)

(Stock Code: 820)
Voluntary Announcement — Fund Performance

This is a voluntary announcement made by HSBC China Dragon Fund (the “Fund”).

The following table demonstrates the gross performance of the Fund. The relevant figures are gross of fees and (if any)
net of capital gain tax provision performances calculated from internal sources; and are for indicative purpose only.
Returns would be lower once fees are deducted. The performances of the index are quoted for indicative comparison
purpose only and the index is not the benchmark of the Fund.

As at 31 January 2018:

Calendar year performance @ Cumulative
performance ©®
2018 2017 2016 2015 2014 2013 6 months | 1 year
year-to-date| full year full year full year full year full year
Net asset 12.16% 28.16% -12.60% 12.64% 32.32% 1.25% 21.09% | 39.78%
value of the
Fund (gross of
fees and net of
capital gain tax
provision) @
MSCI China A 7.38% 21.47% -18.94% 7.15% 46.91% 1.02% 14.38% | 27.37%

The following table demonstrates the net of fees performance of the Fund calculated according to the net asset value per
unit of the Fund.

As at 31 January 2018:

Calendar year performance @ Cumulative
performance ©
2018 2017 2016 2015 2014 2013 6 months | 1 year
year-to-date| full year full year full year full year full year
Net asset 11.77% 25.77% -13.04% 9.85% 30.49% -0.47% 19.62% | 36.12%
value of the
Fund (net of
fees)®
As at 31 January 2018:
Net asset value per unit of the Fund: HK$15.00
Closing price of the Fund on the Stock Exchange of Hong Kong: HK$11.96
Discount / Premium to net asset value: 20.27% discount

Source: HSBC Global Asset Management (Hong Kong) Limited, data as at 31 January 2018. All performance figures are
total return figures in Hong Kong dollars.

Performance figures of the Fund are calculated according to the value of the respective underlying assets of the Fund or
the net asset value per unit of the Fund (as the case may be), and are not calculated according to the Fund’s market price
on the exchange. The Fund’s market price on the Stock Exchange of Hong Kong may be different from its net asset value
per unit.



Investment involves risk. Past performance information presented is not indicative of future performance. Please refer to
the Offering Circular of the Fund for further details including the risk factors.

Note:

1. The performance of the Fund was achieved under the following circumstances that no longer apply: the Fund
recognized an over-provision of tax as a gain in its valuation and resulted in an increase in the Fund’s net asset value
of around 5.13% on 13 October 2015.

2. Calendar year performance is the gain or loss of the Fund throughout a particular year.

3. Cumulative performance is the gain or loss of the Fund over certain period of time up to the relevant date.

The Fund is a close-ended fund and no investor may demand redemption of their units.

The listing of the Fund on the Stock Exchange of Hong Kong does not guarantee a liquid market and the Fund may be
delisted. The Fund’s market price on the Stock Exchange of Hong Kong may be different from its net asset value per unit.
Currency movement may affect the value of investments. Investment in emerging market involves higher risks. The Fund
mainly invests directly and indirectly in China A-shares, which are subject to specific risks and restrictions as disclosed in
the Offering Circular. The Fund differs from a typical trust and investors should read the Offering Circular for details
including the risk factors. The document has not been reviewed by the Securities and Futures Commission.

HSBC Global Asset Management (Hong Kong) Limited
Manager of HSBC China Dragon Fund
22 February 2018

As at the date of this announcement, the board of directors of the Manager is comprised as follows: The executive
directors of the Manager are Mr. BERRY, Stuart Glenn, Mr. BOTELHO BASTOS, Pedro Augusto, Dr. MALDONADO-
CODINA, Guillermo Eduardo and Mr. TAM, Chun Pong Stephen. The non-executive directors of the Manager are Dr.
APENBRINK, Rudolf Eduard Walter, Mr. MARTIN, Kevin Ross and Ms. WONG, Pik Kuen Helen.



IMPORTANT

The Stock Exchange of Hong Kong Limited, Hong Kong Exchanges and Clearing Limited, Hong Kong Securities Clearing
Company Limited and the Hong Kong Securities and Futures Commission take no responsibility for the contents of this
document, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for
any loss howsoever arising from or in reliance upon the whole or any part of the contents of this document.

HSBC CHINA DRAGON FUND
ESTBEES

a Hong Kong unit trust authorised under
section 104 of the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong)

(Stock Code: 820)
Voluntary Announcement — Fund Performance

This is a voluntary announcement made by HSBC China Dragon Fund (the “Fund”).
The following tables demonstrate the performance of different asset classes of the Fund.

The row “The Fund’s A-share and other QFIl investments” represents the indicative performance of the Fund’s direct
investments in China A-shares and other QFII (Qualified Foreign Institutional Investor) investments and the Fund’s indirect
investments in China A-shares through instruments such as China A-shares access products and exchange traded funds
in relation to China A-shares. The Fund has changed its investment objectives on 6 September 2012; please refer to the
latest Offering Circular of the Fund for details. With effect from 6 September 2012, certain other investments may also be
classified under this row in the tables below in the calculation, please refer to Note 1 below for details @.

The row “The Fund’s non A-share and non QFIl investments” represents the indicative performance of the Fund’s other
investments such as H-shares, red chips and B-shares.

The relevant figures are gross of fees and (if any) net of capital gain tax provision performances calculated from internal
sources; and are for indicative purpose only. Returns would be lower once fees are deducted. The performances of the
indices are quoted for indicative comparison purpose only and the indices are not the benchmarks of the Fund.

Calendar year performance @

2017 2016 2015 2014 | 2013 2012 2011 2010 2009 2008 2007
Year-to-| full full full full Yea_r-to-iate Yea_r-to-dlate full full full full since
date® | year | year | year | year |jamuaryuplanuayupto| YEAr | year | year | year | August
to31 |5 September 07 ®
December @

@

The Fund’'s A- | 28.16% (-12.60% | 12.64% | 32.32% [1.25%| 10.12% | N.A. [-26.10%]| 5.78% |89.66% |-59.35%| 32.50%
share and
other QFII
investments
(gross of fees
and net of
capital gain tax
provision) @

MSCI China A | 21.47% |-18.94%| 7.15% |46.91% |1.02%| 9.46% N.A. [-22.89%]| -4.02% | 97.00% |-61.99%| 20.96%

The Fund’s N.A. N.A. N.A. N.A. N.A. N.A. 0.13% |[-18.91%| 5.62% |69.11% |-55.17%| 28.40%
non A-share
and non QFII
investments
(gross of fees)

MSCI China N.A. N.A. N.A. N.A. | NA. | NA 0.27% |-18.32%| 5.10% |62.71% |-51.12%| 23.43%




Cumulative performance @
up to 29 December 2017 up to 5 September
2012 @
6 months 1 year Since Since August 07®)
August 07©®)
The Fund’s A-share and other QFII 10.64% 28.16% 48.64% N.A.
investments (gross of fees and net of capital
gain tax provision) @
MSCI China A 10.32% 21.47% 14.89% N.A.
The Fund’s non A-share and non QFII N.A. N.A. N.A. -16.52%
investments (gross of fees)
MSCI China N.A. N.A. N.A. -15.50%

The following table demonstrates the performance of the Fund as a whole up to 29 December 2017. “Net asset value of
the Fund” performance figures are net of fees performance calculated according to the net asset value per unit of the
Fund.

As at 29 December 2017:

Calendar year performance @ Cumulative
performance @

2017 2016 2015 2014 2013 2012 2011 2010 2009 2008 |2007 since| 6 1year| Since
year-to- | full year |full year |full year |full year |full year|full year|full year|full year|full year|August 07 |months August
date @) 07®

Net asset |25.77% (-13.04%| 9.85% |30.49% | -0.47% | 13.16% |-23.31%| 4.76% |75.51% |-57.82%| 29.48% |9.64% [25.77%]| 35.97%
value of
the Fund
(net of
fees)®

As at 29 December 2017:

Net asset value per unit of the Fund: HK$13.42
Closing price of the Fund on the Stock Exchange of Hong Kong: HK$10.82
Discount / Premium to net asset value: 19.37% discount

Source: HSBC Global Asset Management (Hong Kong) Limited, data as at 29 December 2017. All performance figures
are total return figures in Hong Kong dollars.

Performance figures of the Fund are calculated according to the value of the respective underlying assets of the Fund or
the net asset value per unit of the Fund (as the case may be), and are not calculated according to the Fund’s market price
on the exchange. The Fund’s market price on the Stock Exchange of Hong Kong may be different from its net asset value
per unit.

Investment involves risk. Past performance information presented is not indicative of future performance. Please refer to
the Offering Circular of the Fund for further details including the risk factors.

Note:

1. The performance of the Fund was achieved under the following circumstances that no longer apply: (a) the Fund has
changed its investment objectives on 6 September 2012; please refer to the latest Offering Circular of the Fund for
details. Before the change of investment objectives, the Fund aims to invest in various types of Chinese equities,
including but not limited to A-shares, B-shares, H-shares and red chips. After the change of investment objectives, the
Fund mainly invests directly and indirectly in China A-shares. After the change of investment objectives, although the
Fund may still invests in other investments such as B-shares, H-shares and red chips, such other investments shall
not exceed 10% of the net asset value of the Fund. As a result, with effect from 6 September 2012, when calculating
the performance in the tables above, the Fund classifies all its assets under “The Fund’s A-share and other QFII
investments"; and (b) the Fund recognized an over-provision of tax as a gain in its valuation and resulted in an increase
in the Fund’s net asset value of around 5.13% on 13 October 2015.

2. Calendar year performance is the gain or loss of the Fund throughout a particular year.

3. Performance figures are calculated since 1 August 2007, being the first dealing day of the month following the launch
of the Fund on 20 July 2007.

4. Cumulative performance is the gain or loss of the Fund over certain period of time up to the relevant date.



The Fund is a close-ended fund and no investor may demand redemption of their units.

The listing of the Fund on the Stock Exchange of Hong Kong does not guarantee a liquid market and the Fund may be
delisted. The Fund’s market price on the Stock Exchange of Hong Kong may be different from its net asset value per unit.
Currency movement may affect the value of investments. Investment in emerging market involves higher risks. The Fund
mainly invests directly and indirectly in China A-shares, which are subject to specific risks and restrictions as disclosed in
the Offering Circular. The Fund differs from a typical trust and investors should read the Offering Circular for details
including the risk factors. The document has not been reviewed by the Securities and Futures Commission.

HSBC Global Asset Management (Hong Kong) Limited
Manager of HSBC China Dragon Fund
18 January 2018

As at the date of this announcement, the board of directors of the Manager is comprised as follows: The executive
directors of the Manager are Mr. BERRY, Stuart Glenn, Mr. BOTELHO BASTOS, Pedro Augusto, Dr. MALDONADO-
CODINA, Guillermo Eduardo and Mr. TAM, Chun Pong Stephen. The non-executive directors of the Manager are Dr.
APENBRINK, Rudolf Eduard Walter, Mr. MARTIN, Kevin Ross and Ms. WONG, Pik Kuen Helen.



The Stock Exchange of Hong Kong Limited, Hong Kong Exchanges and Clearing Limited, Hong
Kong Securities Clearing Company Limited and the Hong Kong Securities and Futures Commission
take no responsibility for the contents of this document, make no representation as to its accuracy or
completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or
in reliance upon the whole or any part of the contents of this document.

HSBC CHINA DRAGON FUND
TE S h B e A &

a Hong Kong unit trust authorised under
section 104 of the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong)
(Stock Code: 820)

ANNOUNCEMENT OF THE FINAL PAYMENT OF PROCEEDS WITH RESPECT TO THE
RECURRING REDEMPTION OFFER

The Manager wishes to inform the Unitholders of the final payment of proceeds with respect to the
redemption of Units of the Fund made under the Recurring Redemption Offer.

The Registrar has sent the first payment of HK$3.00 per Unit in respect to the Recurring
Redemption Offer to the redeeming Unitholders on 5 January 2018. The Fund will pay the final
instalment of the redemption proceeds, namely, HK$10.14 per Unit to the redeeming
Unitholders on 12 January 2018.

Reference is made to (i) the Firm Intention Announcement dated 31 October 2017, (ii) the circular
published by the HSBC China Dragon Fund (the "Fund™) dated 17 November 2015 regarding the
extraordinary resolutions in relation to (a) the change of investment objective, (b) the One-off
Redemption Offer; (c) the Recurring Redemption Offer and (d) the changes to the Trust Deed to
effect the Recurring Redemption Offer approved by the Independent Unitholders of the Fund in the
general meeting held on 7 January 2016, (iii) the circular published by the Fund dated 21 November
2017 (the "Circular™), respectively regarding the Recurring Redemption Offer, and (iv) the
announcement of results of the redemption made under the Recurring Redemption Offer dated 20
December 2017 .

Capitalised terms used herein shall, unless otherwise defined, have the same meanings ascribed to
them in the Circular.

The redemption made under the Recurring Redemption Offer occurred on 19 December 2017.

The Registrar has sent the first payment of HK$3.00 per Unit in respect of the Recurring Redemption
Offer to the redeeming Unitholders on 5 January 2018.

The Fund will pay the final instalment of the redemption proceeds, namely, HK$10.14 per Unit
to the redeeming Unitholders on 12 January 2018 in accordance with the terms disclosed in the
Circular.

General Information

The Fund is a close-ended fund and no investor may demand redemption of their Units.

The listing of the Fund on the Stock Exchange of Hong Kong does not guarantee a liquid market and
the Fund may be delisted. The Fund’s market price on the Stock Exchange of Hong Kong may be



different from its net asset value per Unit. Currency movement may affect the value of investments.
Investment in emerging market involves higher risks. The Fund invests part of its assets in China A-
shares, which are subject to specific risks and restrictions as disclosed in the Offering Circular. The
Fund differs from a typical trust and investors should read the Offering Circular for details including
the risk factors.

All directors of the Manager jointly and severally accept full responsibility for the accuracy of
information contained in this announcement and confirm, having made all reasonable inquiries, that to
the best of their knowledge, opinions expressed in this announcement have been arrived at after due
and careful consideration and there are no other facts not contained in this announcement, the
omission of which would make any statement in this announcement misleading.

Investors who have any questions regarding the above may contact the Manager at Level 22, HSBC
Main Building, 1 Queen’s Road Central, Hong Kong (telephone number: (852) 2284 1229).

HSBC Global Asset Management (Hong Kong) Limited
Manager of HSBC China Dragon Fund
10 January 2018

As at the date of this announcement, the board of directors of the Manager is comprised as
follows: The executive directors of the Manager are Mr. BERRY, Stuart Glenn, Mr. BOTELHO
BASTOS, Pedro Augusto, Dr. MALDONADO-CODINA, Guillermo Eduardo and Mr. TAM, Chun
Pong Stephen. The non-executive directors of the Manager are Dr. APENBRINK, Rudolf Eduard
Walter, Mr. MARTIN, Kevin Ross and Ms. WONG, Pik Kuen Helen



