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A selection of awards and ratings

Corporate awards

2008 • 2nd Largest Hedge Fund Manager in Asia in 2007 & 2008
  – Alpha Magazine, Jul/Aug 2007 & Jul/Aug 2008 editions

2007 • 2007 Achievement Awards – Capital Markets Person of the Year:
  Mr. Cheah Cheng Hye, Value Partners
  – FinanceAsia

2006 • Best of the Best Country Awards 2006
  Hong Kong – Most Improved Institutional Fund House
  – Asia Asset Management Journal

2005 • Hong Kong Business Awards – Enterprise Award 2005
  – DHL/South China Morning Post

2004 • 2004 Fund Management Team of the Year
  – Global Money Management, London

  (an Institutional Investor publication)

2003 • Most Astute Investor title goes to Mr. Cheah Cheng Hye,
  Chairman & CIO of Value Partners
  – The Asset Benchmark Survey, October 2003

2000 • Ranked No. 5 among the top 20 fund management groups for
  Hong Kong/China
  – The Reuters Survey 2000

  Mr. Cheah Cheng Hye was ranked No. 16 among the top
  individual fund managers/buy side analysts
  – The Reuters Survey 2000

1999 • Ranked No. 2 among the top fund managers for Hong Kong/
  China in the Global Reuters Survey
  – The Reuters Survey 1999
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A selection of awards and ratings

China Convergence Fund

2004 • Ranked No. 2 the best performing Greater China Equity funds
  in terms of annualized total return and low volatility for 
  the period from February 28, 2001 to February 27, 2004

– Lipper

2002 • Ranked No. 1 the best performing Hong Kong and China 
  Equity funds in terms of annualized total return for the 
  period from July 14, 2000 to October 31, 2002
  – Lipper

2001 • Fund of the Year Awards 2001 in Equity Hong Kong and China
  (1 Year) category

– Benchmark/Lipper
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China Convergence Fund declined 45.2% in 2008, its worst performance since inception in 2000. 

The big hit came in October 2008, when the fund fell 15.6% amidst a worldwide financial panic. 

The good news is that we have been recovering, with December bringing a gain of 10.2%.

Although no one can be sure, we think the worst may be over for the China markets. From late 

2007, China-related stocks started falling sharply, even before the global financial crisis began. 

The first to enter crisis could well be the first to emerge. Share prices have dropped so much that 

the stockmarket now reflects extreme pessimism which, if proven unjustified, should bring back 

buyers. The Beijing government, able to mobilize huge resources, has made 8% economic growth 

this year its No. 1 priority. For now, the headlines about China’s economy remain negative, but 

this could change from the second half as government measures take effect.

Our 2008 performance – down 45.2% – compares with a loss of 49.9% of the Hang Seng H 

Shares Index#. China’s domestic stockmarkets crashed, with Shanghai Composite+ and Shenzhen 

Composite+ indices falling 65.4% and 61.8% respectively in 2008.

For China Convergence Fund, not only was 2008 a record loss – it was also our first loss since 

inception. Inclusive of 2008, the fund, in terms of annual performance, has lost money in only 

one year out of the 9 years that it has been in business. (For comparison, the Hang Seng H shares 

Index recorded a loss in three out of the 9 years, while the Shanghai Composite and Shenzhen 

Composite Indices lost in five and six out of the 9 years, respectively.)

Our long-term track record remains strong, despite 2008. Since inception, the fund has returned 

a net 23.7% per annum, compounded, to investors.

Review of the fund

China Convergence Fund’s investment journey through the financial crisis can be summarized 

as follows: from late 2007, we found it difficult to find bargains among the mainland Chinese 

stocks, so we raised cash. With hindsight, this turned out to be smart (though we didn’t anticipate 

a crash). Part of the cash was switched to energy-related stocks, in particular CNOOC and 

Petrochina, the two leading Chinese oil producers. In first-half 2008, a decent performance from 

the energy sector helped to absorb the impact of a crash in mainland Chinese stocks. But from 

second-half 2008, almost every part of the portfolio suffered as the global financial turmoil took 

its toll.
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Now we are coming full circle, gradually re-investing in mainland Chinese stocks. We are not 
short of ideas, but remain price-sensitive. At the same time, we have retained our holdings of 
energy, where the stocks had been selected based on fundamental value. As at 31 December 
2008, energy-related stocks made up 9% of the fund.

The fund is strongly positioned for reinvestment, with cash at 19%Δ, plus another 9%Δ in gold. (As 
previously reported, we started buying the precious metal from 2004, in various forms, including 
gold bullion, holding the gold as a form of “emergency reserve” for the fund. Typically, gold 
forms about 4% of the fund; the level has gone up due to outperformance, not new purchases.)

The market environment

While the crash in China-related stocks has various causes, we think straightforward profit-taking 
(an “overdue correction,” to use the media jargon) is a big part of the explanation. It is worth 
reminding that in the five years ended 31 December 2007, Hang Seng H Shares Index recorded 
a 769% gain, compared to a 87% gain by the S & P 500 Index in New York, an outperformance 
that must have tempted many investors to cash in their profits.

The nasty crash that followed has pushed valuations down to low levels, and today, we find 
that China-related stocks are cheap again. In the discussion that follows, we use the Hang 
Seng Index^ as our reference point, simply because its history goes back much further than the 
MSCI China Index, which started from the early 1990s. (The Hang Seng Index, 57% weighted 
in mainland Chinese companies that have listings in Hong Kong, is made up of 42 blue-chip 
stocks that together constitute 66% of the entire Hong Kong stockmarket in terms of market 
capitalization.)

Two points:

• As of yearend 2008, the Hang Seng Index traded at 8.5 times historical earnings and 
at its book value. This is not that much above all-time lows seen during past crises; 
for example, the Asian Financial Crisis of 1998 pushed the index to a low of 8.1 times 
earnings and 0.76 times price/book; the 1982 “handover crisis,” triggered by panic over 
Hong Kong’s future, saw the market drop to 5.6 times earnings and 0.76 times price/
book. (At one point in the October 2008 sell-off, the index fell as low as 7.5 times 
earnings and 0.87 price/book.)

Δ All figures were calculated in accordance with the fund’s explanatory memorandum.
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• It’s also useful to look at how much stocks fell in previous crises before they bottomed 

out. From a top in 1997 to the bottom in the 1998 crisis, the index dropped 60%. From 

the top in 1981 to the bottom in 1982, the drop was also 60%. And it turns out, this time 

round, that stocks again fell 60% from their 2007 high to their October 2008 bottom. 

(The fall is 53% if measured from the 2007 high to yearend 2008.)

Original research

Whether markets are good or bad, Value Partners has a consistent approach, relying on intensive 

bottom-up research to find original ideas suitable for a long-term value investor. In 2008, our 

Investment Team carried out more than 2,000 company visits (excluding phone interviews); the 

majority of these were on the Chinese mainland and in Hong Kong and Taiwan, but we also 

travelled to other parts of the Asia-Pacific region, including Australia, where we looked into 

various mining companies.

We believe our ability to do our own research will make us increasingly different from other 

fund management companies, which have been saving on research expense through headcount 

reductions, in response to the industry’s difficulties. These companies become reliant on 

research reports provided by outside brokers. For Value Partners, this cannot do, as we believe a 

high value-added fund manager must have original ideas backed by actual research, rather than 

borrow from outsiders.

The depth of our research can be illustrated by how our path crossed with that of Warren Buffett, 

on both of the two occasions that he entered the Greater China markets. In both cases, the stocks 

picked by Mr. Buffett were already among the biggest holdings in our portfolio, as we have 

previously reported. (Based on public disclosures, Mr. Buffett invested in Petrochina in 2002 

and 2003, and in September 2008, he bought BYD Co., a Hong Kong-listed company engaged 

in battery, phone and car manufacturing.)

China’s economy

For mainland China, what started as a normal business-cycle downturn (the economy started 

slowing after reaching a cyclical peak in first-half 2007) became something far more serious: the 

biggest threat to growth and employment since the Asian Financial Crisis of 1998. It is tempting to 
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blame the global financial turmoil for turning an inconvenience into a serious problem for China, 

but with hindsight, some of the blame must be shared by the government. To cite some points:

• Although the government talked about encouraging domestic consumption, its emphasis 

remained on exports, thus increasing the country’s exposure when the global crisis 

erupted. Amid concern over an overheating economy, Beijing announced tightening 

measures in 2004 – but what it really did was to dampen domestic demand, while still 

encouraging businesses to maximize shipments overseas. In recent years, the contribution 

of net exports to economic growth reached 20%, whereas in the 1990s, the contribution 

was slight. Large current-account surpluses reflected China’s tendency to build up its 

reserves rather than allow the money to go into spending by the Chinese people.

• Beijing identified the wrong target, and reacted late to the global turmoil. The policy-

making Politburo waited till July 2008 before it officially ended the policy of tightening 

to fight inflation and overheating – and switched over to a new policy of fighting deflation 

and a slowdown.

The biggest concerns now include rising unemployment, with severe cutbacks in the export 

industries and reduced labor demand from the real-estate and construction sector, which has 

slumped since reaching a top in late 2007. We have seen projections of 10% unemployment 

among urban workers in 2009, while for college graduates, we have an estimate of 20% 

unemployment. It is an abrupt change from 2006 and 2007, when the talk in China was about a 

labor shortage. From 2000 to 2007, an average of 13.6 million jobs per annum had been created 

in China’s non-farm sector.

This is the one issue that can really focus policy-makers’ minds, for employment is a foundation 

for stability on the Chinese mainland. Now, we are seeing an urgent government campaign 

to achieve 8% growth in 2008, with a central government stimulus package of Rmb 4 trillion 

(US$580 billion) for 2009 and 2010, joined by local government spending proposals totaling 

trillions of renminbi. As 2009 started, Premier Wen Jiabao came out to say further measures 

were on the way.
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Forceful measures

The good news is that China and its government doesn’t face a crisis and are in a strong position 

to spend. The banking system is robust (with a loan to deposit ratio of only 64%); government 

debt is low, with huge room for expansion; foreign exchange reserves are high and the domestic 

savings rate is very high, with a 27.5% savings ratio recorded by urban households in 2007.

To cite one veteran analyst, BNP Paribas’ Chief Economist Chen Xingdong says “we don’t 

think it is too hard to achieve” the 8% growth target. Mr Chen’s analysis dated December 2008, 

shared by other economists, is that domestic demand can generate 5.5 to 6.5 percentage points 

of growth for China in 2009, with another 2 to 3 percentage points contributed by the stimulus 

program. His “worst-case scenario”, based on an even worse than expected export performance, 

is for 6.4% growth – very unsatisfactory for China, but not a disaster.

Government efforts include forceful measures to improve domestic sales of housing, cars and 

consumer electronics (for example, subsidizing the price of a TV by 13% for farmers); expanding 

railway and other public works; broadening hospital, education and social welfare services and 

promoting the services sector.

It is very unlikely that Beijing will resort to a currency devaluation, nor is it likely that deflation 

will become a persistent problem in China.

One measure we are aware is being discussed at high levels – but there is no consensus on whether 

it will be implemented – would involve using government money to buy up shares of China’s 

listed companies, including those listed in Hong Kong (known as “H” shares). Those in favor 

of a move into “H” shares argue that using a part of China’s hoard of foreign-exchange reserves 

to purchase such shares (which are Hong Kong-dollar denominated) makes better sense than 

leaving the money in U.S. Treasuries or buying stakes in unfamiliar companies in the West.

Needless to say, government buying of Chinese companies listed in Hong Kong, if it were to 

happen, would give a nice lift to investment sentiment.
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Finally, we need to look beyond 2009. Even after the business cycle recovers, we doubt that the 

Chinese economy will be able to repeat the double-digit growth rates of recent years. The world 

has changed; exports can no longer be a massive growth engine, and by 2015 or so, the country 

will start to feel the impact of an ageing population. While we still expect healthy growth rates 

for China in the medium term, investors will no longer be able to rely on a massive, fast-rising 

tide lifting all boats; instead, they will require quality research and stock-picking skills. The 

China story remains intact, as the country emerges to become the world’s biggest economy, but 

it won’t be as easy as before to benefit.

Value Partners Limited
23 April 2009
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China Convergence Fund: 5 biggest equity holdings as at 31 December 2008

Stock Industry Valuation 
(2009 Est.)

Remarks

BYD Co
(Code: 1211 HK)
Market cap:
US$3.3 billion

Technology, 
hardware & 
equipment

Price: HK$12.70
P/E: 14.1x
P/B: 1.7x
Yield: 1.4%

BYD is a major player in batteries, handset components, and 
more recently, “green” cars. We first noticed BYD in 2006, after 
the company reported a 49% earnings drop. What we found was 
a group of strong businesses simply suffering a temporary setback, 
and an innovative electric car pipeline. All of this was available at 
a cheap price, so we started buying BYD shares from April 2006. 
Our funds have since become among BYD’s largest shareholders. 
In September 2008 MidAmerican Energy Company, a subsidiary 
of Warren Buffett’s Berkshire Hathaway, bought 9.9% of BYD.

China Shipping 
Development
(Code: 1138 HK)
Market cap:
US$3.4 billion

Transportation Price: HK$7.70
P/E: 9.8x
P/B: 0.9x
Yield: 4.1%

Many investors were scared away from shipping by global 
recession concerns, giving us an opportunity to invest in China 
Shipping Development (CSD), which is the largest carrier along 
the Chinese seaboard. CSD has a market share of more than 70% 
for crude oil shipments, and more than 30% for coal shipments. 
CSD has one of the most defensive earnings profiles due to its long 
term contracts and its dominant hold on various aspects of China’s 
coastal shipping services.

CNOOC
(Code: 883 HK)
Market cap:
US$41.4 billion

Energy Price: HK$7.24
P/E: 8.0x
P/B: 1.4x
Yield: 4.5%

CNOOC is China’s largest producer of offshore oil and gas. It has 
four major production areas off the Chinese coast, and has also 
expanded to Indonesia, emerging as one of the largest offshore oil 
producers in that country. Many oil companies worldwide have a 
stagnant production profile, but CNOOC is among the minority still 
able to increase crude production in coming years.

Kingboard Chemical
(Code: 148 HK)
Market cap:
US$1.5 billion

Technology, 
hardware & 
equipment

Price: HK$13.90
P/E: 9.0x
P/B: 0.6x
Yield: 2.8%

With over 50 factories in China and more than 40,000 employees 
globally, Kingboard Chemical manufactures various basic 
electronic components. Its core products include laminates, 
copper foils, printed-circuit boards and various upstream chemical 
products. Being vertically integrated and efficiently managed, 
Kingboard has consistently delivered above-average returns to its 
shareholders in the past 15 years. In the longer run, Kingboard may 
continue to benefit from its leading industry position and industry 
consolidation.

PetroChina
(Code: 857 HK)
Market cap:
US$159.5 billion

Energy Price: HK$6.79
P/E: 8.4x
P/B: 1.3x
Yield: 4.9%

PetroChina is the largest integrated oil company in Asia. 
Substantially all of its crude oil and production-related assets are 
located in China. In the first half of 2008, the company produced 
about 434.5 million barrels of oil. For the most of 2008, PetroChina 
did not benefit from high oil prices, because its huge downstream 
business (refining and marketing of gasoline and other oil products) 
was hurt by government-imposed price controls. Investors often 
overlook PetroChina’s vast natural gas reserves, which may provide 
an earnings surprise as various gas projects are completed.

Note: The above investments make up 19% of China Convergence Fund as at 31 December 2008. The stock prices 
are based on the closing of 31 December 2008.

Individual stock performance/yield is not indicative of overall fund performance.



MANAGER’S REPORT (Continued)

1 2

CHINA CONVERGENCE FUND
A Sub-fund of Value Partners Intelligent Funds
(A Cayman Islands Unit Trust)

A N N U A L  R E P O R T  2 0 0 8

Value Partners Intelligent Funds – China Convergence Fund
NAV per unit = US$60.93 (as at 31 December 2008)

Since launch return compared to indices
14 July 2000 to 31 December 2008

+509.3%

+327.2%

- 8.0%
- 9.8%
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China Convergence Fund Hang Seng "H Shares" Index

Shanghai Composite Index Shenzhen Composite Index

7/00 5/01 3/02 1/03 11/03 9/04 7/05 5/06 3/07 1/08 11/08

^ Hang Seng Index refers to Hang Seng Price Return Index up to 31 December 2004, thereafter it is 
the Hang Seng Total Return Index. Hang Seng Total Return Index includes dividend reinvestment 
whereas Hang Seng Price Return Index does not take into account reinvestment of dividends.

# Hang Seng H Shares Index refers to Hang Seng China Enterprise Price Return Index up to 
31 December 2004, thereafter it is the Hang Seng China Enterprise Total Return Index. Hang Seng 
China Enterprise Total Return Index includes dividend reinvestment whereas Hang Seng China 
Enterprise Price Return Index does not take into account reinvestment of dividends.

+ Shanghai Composite and Shenzhen Composite are price return that do not include dividend 
reinvestment.

All performance figures sourced from HSBC Institutional Trust Services (Asia) Limited and Bloomberg 
(Data computed in US$ terms on NAV-to-NAV basis with dividends reinvested) as at 31 December 2008. 
Performance data is net of all fees.

Investment involves risks. The price of units may go down as well as up and past performance is not 
indicative of future results. Investors should read the explanatory memorandum for details and risk factors 
in particular those associated with investment in emerging markets and in companies with medium or small 
capitalization.
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Manager’s responsibilities

The Manager of China Convergence Fund (the “Sub-fund”) is required by the Hong Kong 

Code on Unit Trusts and Mutual Funds established by the Hong Kong Securities and Futures 

Commission and the Trust Deed to prepare financial statements for each annual accounting 

period which give a true and fair view of the financial position of the Sub-fund at the end of that 

period and of the transactions for the period then ended. In preparing these financial statements 

the Manager is required to:

• select suitable accounting policies and then apply them consistently;

• make judgements and estimates that are prudent and reasonable; and

• prepare the financial statements on the basis that the Sub-fund will continue in operation 

unless it is inappropriate to presume this.

The Manager is also required to manage the Sub-fund in accordance with the Trust Deed and 

take reasonable steps for the prevention and detection of fraud and other irregularities.

Trustee’s responsibilities

The Trustee of the Sub-fund is required to:

• ensure that the Sub-fund is managed by the Manager in accordance with the Trust Deed 

and that the investment and borrowing powers are complied with;

• satisfy itself that sufficient accounting and other records have been maintained;

• safeguard the property of the Sub-fund and rights attaching thereto; and

• report to the unitholders for each annual accounting period on the conduct of the Manager 

in the management of the Sub-fund.
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We have audited the accompanying financial statements of China Convergence Fund 

(the “Sub-fund”), a sub-fund of Value Partners Intelligent Funds (the “Trust”), set out on pages 

17 to 50, which comprise the statement of assets and liabilities as at 31 December 2008, and 

income statement, statement of changes in net assets attributable to holders of redeemable units 

and statement of cash flows for the year then ended, and a summary of significant accounting 

policies and other explanatory notes.

Manager’s and Trustee’s responsibilities for financial statements

The Manager and the Trustee of the Sub-fund are responsible for the preparation and the true 

and fair presentation of these financial statements in accordance with International Financial 

Reporting Standards, and for ensuring that the financial statements comply with the relevant 

disclosure provisions of the Trust Deed, as amended, and the relevant disclosure requirements set 

out in Appendix E to the Hong Kong Code on Unit Trusts and Mutual Funds issued by the Hong 

Kong Securities and Futures Commission (“the Code”). This responsibility includes designing, 

implementing and maintaining internal control relevant to the preparation and the true and fair 

presentation of financial statements that are free from material misstatements, whether due to 

fraud or error; selecting and applying appropriate accounting policies; and making accounting 

estimates that are reasonable in the circumstances.

Auditors’ responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. This 

report is made solely to you, as a body, and for no other purpose. We do not assume responsibility 

towards or accept liability to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on Auditing issued by the 

Hong Kong Institute of Certified Public Accountants. Those standards require that we comply 

with ethical requirements and plan and perform the audit to obtain reasonable assurance as to 

whether the financial statements are free of material misstatement.
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An audit involves performing procedures to obtain audit evidence about the amounts and 

disclosures in the financial statements. The procedures selected depend on our judgement, 

including the assessment of the risks of material misstatement of the financial statements, 

whether due to fraud or error. In making those risk assessments, we consider internal control 

relevant to the entity’s preparation and true and fair presentation of the financial statements 

in order to design audit procedures that are appropriate in the circumstances, but not for the 

purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit 

also includes evaluating the appropriateness of accounting policies used and the reasonableness 

of accounting estimates made by the Manager and the Trustee, as well as evaluating the overall 

presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 

basis for our audit opinion.

Opinion

In our opinion, the financial statements give a true and fair view of the financial position of 

the Sub-fund as at 31 December 2008 and of its transactions and cash flows for the year then 

ended in accordance with International Financial Reporting Standards, and have been properly 

prepared in accordance with relevant disclosure provisions of the Trust Deed, as amended, and 

the relevant disclosure requirements of the Code.

KPMG
Cayman Islands

23 April 2009
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We hereby confirm that, in our opinion, the Manager has in all material respects, managed the 

China Convergence Fund (the “Sub-fund”) in accordance with the provisions of the Trust Deed 

dated 21 June 2000 and supplemental Trust Deeds dated 22 October 2001, 3 November 2003, 

10 November 2003 and 10 December 2004 and the Deed of Substitution dated 31 May 2005 and 

supplemental Trust Deed to the Deed of Substitution dated 30 March 2007 of the Sub-fund for 

the year ended 31 December 2008.

For and on behalf of

Bank of Bermuda (Cayman) Limited

Trustee,

23 April 2009
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2008  2007
Note US$  US$

Assets

Commodity 3 12,584,715  –

Derivative financial instruments 6 –  62,863

Debt investments 3 2,286,985 –

Equity investments 3 92,614,346  346,166,652

Interest, dividends and other receivables 12,923  65,096

Amounts due from unitholders  128,283  2,330,781

Amounts due from brokers 5, 12(c) 11,409,905  11,987,728

Cash and cash equivalents 4, 12(b) 28,436,853  77,534,463  

Total assets  147,474,010  438,147,583  

Liabilities

Securities sold short 6, 12(c) 7,660,405  –

Amounts due to unitholders  10,596,627  1,940,075

Amounts due to brokers 5 3,138,341  151,877

Management fees payable 10, 12(a) 152,697  451,711

Performance fees payable 12(a) –  28,174,081

Trustee fees payable 8 19,225  55,055

Accrued expenses and other payables 9 396,403  625,129  

Total liabilities (excluding net assets
attributable to holders of redeemable units)  21,963,698  31,397,928    

Net assets attributable to holders of
redeemable units (bid-market prices)  125,510,312  406,749,655
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2008  2007
Note US$  US$

Represented by:

– net assets attributable to holders of redeemable

   units (last traded prices)  126,319,758  407,685,249

– adjustment from last traded prices to bid prices  (809,446 ) (935,594 )
  

Net assets value per unit at last traded prices
based on 2,073,191 (2007: 3,667,333)
units outstanding 12(d), 13 60.93  111.17

  

Approved and authorised for issue by the Trustee and the Manager on 23 April 2009.

Signed by:

Value Partners Limited, Manager

Bank of Bermuda (Cayman) Limited, Trustee

The notes on pages 22 to 50 form part of these financial statements.



INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2008 

1 9

CHINA CONVERGENCE FUND
A Sub-fund of Value Partners Intelligent Funds

(A Cayman Islands Unit Trust)

A N N U A L  R E P O R T  2 0 0 8

2008  2007
Note US$  US$

Interest income 12(b) 612,892  833,043
Dividend income 5,748,613  6,472,264
Net loss on commodity (2,251,535) –
Gains on equity investments 7 33,480,650 259,683,575
Losses on equity investments 7 (200,073,019 ) (58,251,073)
Net gain/(loss) on derivatives 5,167,504  (2,749,598)
Net gain on debt investments 256,326 –
Net gain on securities sold short 1,314,273  –
Other income 12(c) 98,686  –
Net foreign exchange loss (426,223) (217,892)  

Net investment (loss)/income (156,071,833) 205,770,319  

Management fees 10, 12(a) (3,012,400) (5,149,255)
Transaction fees 9 (2,144,042) (5,590,766)
Trustee fees 8 (371,488) (627,911)
Dividend expenses (244,836) –
Auditors’ remuneration (48,493) (17,401)
Bank charges 12(b) (21,684) (8,183)
Commission expenses (11,065) (9,074)
Annual fees (3,401) (2,484)
Performance fees 12(a) –  (28,174,081)
Professional fees –  (2,008)
Other operating expenses 12(c) (146,618) (67,608)  

Operating expenses (6,004,027) (39,648,771)    

Change in net assets attributable to
holders of redeemable units
resulting from operations (162,075,860) 166,121,548

  

The notes on pages 22 to 50 form part of these financial statements.
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2008  2007
Note US$  US$

Balance at 1 January  406,749,655  244,012,577  

Change in net assets attributable

to holders of redeemable units

resulting from operations  (162,075,860 ) 166,121,548  

Issue of redeemable units

during the year 13 16,397,684  170,395,866

Redemption of redeemable units

during the year 13 (135,561,167 ) (173,780,336 )  

Net redemption  (119,163,483 ) (3,384,470 )    

Balance at 31 December  125,510,312  406,749,655
  

The notes on pages 22 to 50 form part of these financial statements.
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2008  2007
US$  US$

Operating activities

Interest received 665,275  795,618

Dividends received 5,748,613  6,663,587

Other income received 98,476  –

Proceeds from sale of investments 397,700,988  699,798,835

Purchase of investments (299,672,709) (621,197,984)

Operating expenses paid (35,167,901 ) (26,254,487)

Cash collateral paid for borrowed securities (10,165,919) –  

Cash flows from operating activities 59,206,823  59,805,569  

Financing activities

Proceeds from issue of redeemable units 18,600,182  172,301,393

Payments on redemption of redeemable units (126,904,615) (173,235,281)  

Cash flows used in financing activities (108,304,433) (933,888)    

Net (decrease)/increase in cash and cash equivalents (49,097,610) 58,871,681

Cash and cash equivalents at 1 January 77,534,463  18,662,782  

Cash and cash equivalents at 31 December 28,436,853  77,534,463
  

The notes on pages 22 to 50 form part of these financial statements.
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1 GENERAL

Value Partners Intelligent Funds (the “Trust”) is an open-ended umbrella unit trust established 
under the laws of the Cayman Islands pursuant to a Trust Deed dated 21 June 2000 (as 
amended). The Trust was registered under the Mutual Funds Law of the Cayman Islands on 
30 June 2000.

The Trust is able to issue redeemable units in various sub-funds and as at 31 December 2008, 
the China Convergence Fund, JA-VP China New Century Fund, Chinese Mainland Focus 
Fund and JA-VP Chugokutairiku Focus Fund have been launched. China Convergence Fund, 
JA-VP China New Century Fund, Chinese Mainland Focus Fund and JA-VP Chugokutairiku 
Focus Fund commenced operations on 17 July 2000, 7 March 2002, 27 November 2003 and 
21 June 2004 respectively. JA-VP China New Century Fund and JA-VP Chugokutairiku Focus 
Fund are not authorised in Hong Kong and not available to the public generally in Hong 
Kong.

Each separate sub-fund may be represented in whole or in part by a separate portfolio and 
be maintained with separate accounting records. However, notwithstanding the operation of 
separate sub-funds and/or portfolios, the Trust may be treated as one entity. Thus all of the 
assets of the Trust may be available to meet all of the liabilities of the Trust, regardless of the 
separate sub-fund or portfolio to which such assets or liabilities are attributable. In practice, 
cross-unit liability will usually only arise where any sub-fund becomes insolvent or exhausts 
its assets and is unable to meet all of its liabilities. In this case, all of the assets of the Trust 
attributable to the other sub-funds may be applied to cover the liabilities of the insolvent 
sub-fund.

The accompanying financial statements have been prepared for Value Partners Intelligent 
Funds – China Convergence Fund (the “Sub-fund”). The financial statements of JA-VP 
China New Century Fund, Chinese Mainland Focus Fund and JA-VP Chugokutairiku Focus 
Fund have been prepared individually and consequently are not included in these financial 
statements.
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1 GENERAL (Continued)

As at 31 December 2008, the combined net assets of the Trust are as follows:

Combined net assets
Name of sub-fund 2008  2007

US$  US$

China Convergence Fund 125,510,312  406,749,655
JA-VP China New Century Fund 19,397,319  68,016,017
Chinese Mainland Focus Fund 72,236,494  209,681,025
JA-VP Chugokutairiku Focus Fund 8,474,351  37,831,927  

Value Partners Intelligent Funds 225,618,476  722,278,624
  

The investment activities of the Sub-fund are managed by Value Partners Limited (the 
“Manager”) and the administration of the Sub-fund is delegated to Bank of Bermuda 
(Cayman) Limited which has further delegated its role to HSBC Institutional Trust Services 
(Asia) Limited.

The Sub-fund is authorised by the Hong Kong Securities and Futures Commission under 
Section 104 of the Hong Kong Securities and Futures Ordinance. The Sub-fund is also 
recognised by the Monetary Authority of Singapore as a restricted scheme under paragraph 
3 of the Sixth Schedule of the Securities and Futures (Offers of Investments) (Collective 
Investment Schemes) Regulations 2005.

2 SIGNIFICANT ACCOUNTING POLICIES

(a) Statement of compliance

The financial statements have been prepared in accordance with International Financial 
Reporting Standards (IFRSs) and interpretations adopted by the International 
Accounting Standards Board (IASB), 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.
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2 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(b) Basis of preparation

The measurement currency of the financial statements is United States dollars and 
not Cayman Islands dollars reflecting the fact that most of the transactions are 
denominated in the Hong Kong dollars which is pegged to the United States dollars,
units of the Sub-fund are issued in United States dollars and distributions to investors 
are also made in United States dollars.

The financial statements are presented in United States dollars.

The financial statements are prepared on a fair value basis for financial instruments at 
fair value through profit or loss and derivative financial instruments. Other financial 
assets and financial liabilities are stated at amortised cost or redemption amount 
(redeemable units).

The preparation of financial statements in conformity with IFRSs requires management 
to make judgements, estimates and assumptions that affect the application of policies 
and the reported amounts of assets and liabilities, income and expense. The estimates 
and associated assumptions are based on historical experience and various other 
factors that are believed to be reasonable under the circumstances, the results of 
which form the basis of making the judgements about carrying values of assets and 
liabilities that are not readily apparent from other sources. Actual results may differ 
from these estimates.

The 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.

The accounting policies have been applied consistently by the Sub-fund and are 
consistent with those used in the previous year.



NOTES TO THE FINANCIAL STATEMENTS (Continued)

2 5

CHINA CONVERGENCE FUND
A Sub-fund of Value Partners Intelligent Funds

(A Cayman Islands Unit Trust)

A N N U A L  R E P O R T  2 0 0 8

2 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(c) Foreign currency translation

Transactions in foreign currencies are translated at the foreign currency exchange rate 
ruling at the date of the transaction. Monetary assets and liabilities denominated in 
foreign currencies are translated to United States dollars at the foreign currency closing 
exchange rate ruling at the balance sheet date. Foreign currency exchange differences 
arising on translation and realised gains and losses on disposals or settlements of 
monetary assets and liabilities are recognised in the income statement.

Non-monetary assets and liabilities denominated in foreign currencies that are 
measured at fair value are translated to United States dollars at the foreign currency 
exchange rates ruling at the dates that the values were determined. Foreign currency 
exchange differences relating to trading investments are included in gains and losses 
on investments. All other foreign currency exchange differences relating to monetary 
items, including cash and cash equivalents are presented separately in the income 
statement.

(d) Financial instruments

(i) Classification

The Sub-fund designates all its equity and debt investments into the financial 
assets at fair value through profit or loss category. The category of financial 
assets and financial liabilities at fair value through profit or loss comprises 
financial instruments held for trading and financial instruments designated at 
fair value through profit or loss upon initial recognition.

All of the Sub-fund’s investments are classified as held for trading.

Trading instruments are those that the Sub-fund has acquired principally for 
the purpose of short-term profit taking. These include investments in debt 
and equity securities, futures and options. All derivatives in a net receivable 
position (positive fair value), as well as options purchased, are reported as 
financial assets held-for-trading. All derivatives in a net payable position 
(negative fair value), are reported as financial liabilities held-for-trading.
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2 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d) Financial instruments (Continued)

(i) Classification (Continued)

Financial assets that are classified as loans and receivables include balances 
due from unitholders and brokers and accounts receivable.

Financial liabilities that are not held-for-trading include balances due to 
unitholders and brokers, accounts payables and financial liabilities arising 
from redeemable units.

(ii) Recognition

The Sub-fund recognises financial assets and financial liabilities on the date 
it becomes a party to the contractual provisions of the instrument.

A regular way purchase of financial assets 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 International Accounting Standard 
39 (“IAS 39”).

(iii) Measurement

Financial instruments are measured initially at fair value (transaction price). 
Transaction costs on financial instruments held for trading are expensed 
immediately, while on other financial instruments they are amortised.

Subsequent to initial recognition, all trading instruments are measured at fair 
value with changes in their fair value recognised in the income statement.

Financial assets classified as loans and receivables are carried at amortised 
cost using the effective interest rate method, less impairment losses, if any.
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2 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d) Financial instruments (Continued)

(iii) Measurement (Continued)

Financial liabilities are measured at amortised cost using the effective interest 
rate. Financial liabilities arising from the redeemable units issued by the 
Sub-fund are carried at the redemption amount representing the investors’ 
right to a residual interest in the Sub-fund’s assets.

(iv) Fair value measurement principles

The fair value of financial instruments is based on their quoted market 
price at the balance sheet date without any deduction for estimated future 
selling costs. Financial assets are priced at current bid prices, while financial 
liabilities are priced at current asking prices.

If a quoted market price is not available on a recognised stock exchange or 
from a broker/dealer for non-exchange-traded financial instruments, the fair 
value of the instrument is estimated using valuation techniques, including 
use of recent arm’s length market transactions, reference to the current fair 
value of another instrument that is substantially the same, discounted cash 
flow techniques, option pricing models or any other valuation technique that 
provides a reliable estimate of prices obtained in actual market transactions. 
Where other pricing models are used, inputs are based on market data at the 
balance sheet date.

The fair value of derivatives that are not exchange-traded is estimated at 
the amount that the Sub-fund would receive or pay to terminate the contract 
at the balance sheet date taking into account current market conditions 
(volatility, appropriate yield curve) and the current creditworthiness of the 
counterparties. Specifically, the fair value of an option contract is determined 
by applying the binomial valuation model.
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2 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d) Financial instruments (Continued)

(iv) Fair value measurement principles (Continued)

Investments in other unlisted investment funds are recorded at the net asset 
value per share as reported by the managers of such funds.

(v) Impairment

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

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 the income statement.

(vi) Derecognition

The Sub-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 IAS 39.

The Sub-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.
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2 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d) Financial instruments (Continued)

(vii) Specific instruments

Cash and cash equivalents

Cash comprises current 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.

Futures contracts

A futures contract is an agreement between two parties to buy and sell a 
security or currency at a specific price or rate at a future date. The daily 
change in contract value is recorded as an unrealised gain or loss and the 
Sub-fund recognises a realised gain or loss when the contract is closed. 
Unrealised gains and losses on futures contracts are recognised in the 
income statement.

Options

When the Sub-fund purchases an option, an amount equal to the premium 
paid (or received) by the Sub-fund is reflected as an asset and an equivalent 
liability. The amount of the asset or liability is subsequently marked to 
market to reflect the current market value of the option. When a security 
is purchased or sold through the exercise of an option, the related premium 
paid (or received) is added to (or deducted from) the cost of the security 
acquired or deducted from (or added to) the proceeds of the security sold. 
When an option expires (or the Sub-fund enters into a closing transaction), 
the Sub-fund realises a gain or loss on the option to the extent of the 
premiums received or paid (or gain or loss to the extent the cost of the 
closing transaction exceeds the premium paid or received).
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2 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d) Financial instruments (Continued)

(vii) Specific instruments (Continued)

Securities sold short and associated securities borrowing

Securities sold short are those positions where the Sub-fund has sold a 
security that it does not own in anticipation of a decline in the market value 
of the security and are classified as liabilities held-for-trading. To enter a 
short sale, the Sub-fund may need to borrow the security for delivery to the 
buyer. On each day obligations to deliver securities borrowed by the Sub-
fund to fulfil its short sale contracts are marked-to-market and an unrealised 
gain or loss is recorded in gains and losses on investments in the income 
statement. While the transaction is open the Sub-fund will also incur an 
expense for any dividends or interest that will be paid to the lender of the 
securities.

(e) Commodity

Commodity comprises of gold bullion. Gold bullion is stated at the gold price 
prevailing at the close of business at the balance sheet date. Differences arising from 
changes in gold prices are dealt with in the income statement.

(f) Interest income

Interest income is recognised in the income statement as it accrues, using the original 
effective interest rate of the instrument calculated at the acquisition or origination date. 
Interest income includes the amortisation of any discount or premium, transaction 
costs or other differences between the initial carrying amount of an interest-bearing 
instrument and its amount at maturity calculated on an effective interest rate basis.
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2 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(g) Dividend income and expense

Dividend income relating to exchange-traded equity investments and dividend 
expense relating to securities sold short are recognised in the income statement on 
the ex-dividend date.

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

(h) Expenses

All expenses, including management fees, performance fees, trustee fees and 
custodian fees, are recognised in the income statement on an accrual basis.

(i) Foreign exchange gains and losses

Foreign exchange gains and losses on financial instruments held for trading are 
recognised together with other changes in the fair value. Included in the income 
statement line item Net foreign exchange loss are foreign exchange gains and losses 
on monetary financial assets and financial liabilities other than those classified as 
held-for-trading.

(j) Taxation

Under the current system of taxation in Cayman Islands, the Sub-fund is exempt 
from paying taxes on income, profits or capital gains. The Trust has received an 
undertaking from the Governor-in-Cabinet of Cayman Islands exempting it from tax 
for a period of 50 years since inception of the Trust.

Dividend and interest income received by the Sub-fund may be subject to withholding 
tax imposed in the country of origin. Investment income is recorded gross of such 
taxes and the withholding tax is recognised in the income statement as incurred.
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2 SIGNIFICANT ACCOUNTING POLICIES (Continued)

(k) Redeemable units

All redeemable units issued by the Sub-fund provide the investors with the right 
to require redemption for cash at the value proportionate to the investor’s share in 
the Sub-fund’s net assets at the redemption date. In accordance with IAS 32 such 
instruments give rise to a financial liability for the present value of the redemption 
amount. In accordance with the Explanatory Memorandum, the Sub-fund is 
contractually obliged to redeem units at a price calculated with investments being 
valued at last traded prices.

(l) Related parties

For the purpose of these financial statements, parties are considered to be related 
to the Sub-fund if they have the ability, directly or indirectly, to control or exercise 
significant influence over the Sub-fund in making financial and operating decisions. 
Related parties may be individuals or entities.

3 FINANCIAL RISK MANAGEMENT

The investment objective of the Sub-fund is to provide Unitholders with long-term capital 
appreciation by investing primarily in A, B and H shares. A Shares and B Shares are shares 
listed on the Shanghai Stock Exchange and the Shenzhen Stock Exchange in the People’s 
Republic of China. A Shares are quoted in Renminbi and B Shares are quoted in United States 
dollars and Hong Kong dollars. H shares are shares listed on the Hong Kong Stock Exchange 
and are denominated in Hong Kong dollars.

The Sub-fund invests in listed and unlisted commodity, debt securities and equity securities 
and therefore is exposed to market risk (including foreign exchange risk, cash flow interest 
rate risk, fair value interest rate risk and price risk), credit risk and liquidity risk arising from 
the financial instruments held.

The Sub-fund’s overall financial risk management program focuses on the analysis, evaluation 
and management of financial risks and seeks to minimise potential adverse effects on the
Sub-fund’s financial performance.
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3 FINANCIAL RISK MANAGEMENT (Continued)

The risk and respective risk management policies employed by the Sub-fund to manage these 
risks are discussed below:

(a) Market risk

(i) Foreign exchange risk

Currency risk is the risk that the value of financial instruments will fluctuate 
due to changes in foreign exchange rates. The Sub-fund’s overall currency 
positions are monitored on a daily basis by the Manager.

As at 31 December 2008, had the United States dollar weakened by 0.5% 
in relation to respective currencies, with all other variables held constant, 
the operating results and the net assets attributable to holders of redeemable 
units would have increased by the amounts shown below. The analysis was
performed on the same basis for 2007.

  Change in net assets
  attributable to holders
  of redeemable units
  if the US dollar

Net exposure  weakened by 0.5%
US$  US$

As at 31 December 2008

Renminbi yuan 841,017  4,205
Singapore dollar 2,530,110   12,651
Taiwan dollar 8,293,894   41,469  

11,665,021  58,325
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3 FINANCIAL RISK MANAGEMENT (Continued)

(a) Market risk (Continued)

(i) Foreign exchange risk (Continued)

  Change in net assets
  attributable to holders
  of redeemable units
  if the US dollar

Net exposure  weakened by 0.5%
US$  US$

As at 31 December 2007

Renminbi yuan 4,998,913  24,995
Singapore dollar 4,142,568   20,713  

9,141,481  45,708
  

As the Hong Kong dollar (“HKD”) is pegged to the United States dollar
(“USD”), the Sub-fund does not expect any significant movements in 
HKD/USD exchange rate. A 0.5% appreciation of the United States Dollar 
against the above currencies would have resulted in an equal but opposite 
effect on the financial statements on the basis that all other variables remain 
constant.
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3 FINANCIAL RISK MANAGEMENT (Continued)

(a) Market risk (Continued)

(ii) Price risk

Market price risk is the risk that the value of a financial instrument will 
fluctuate as a result of changes in market prices, whether those changes are 
caused by factors specific to the individual instrument or factors affecting all 
instruments in the market.

The Sub-fund trades in financial instruments, taking positions in traded and 
over-the-counter instruments, including derivatives, to take advantage of 
market movements.

All securities investments present a risk of loss of capital. The Manager 
moderates this risk through a careful selection of securities and other 
financial instruments within specified limits stated in the Explanatory 
Memorandum. The Sub-fund’s overall market positions are monitored on a 
daily basis by the Manager.

As at 31 December, the Sub-fund’s overall market exposures and estimated 
market sensitivity were as follows:

  Relevant  Reasonably  Estimated
  benchmark  possible change  change in
  index for  of the relevant  operating profit 

Equity instruments Fair value  the Sub-fund  benchmark index  and net assets
US$      US$

As at 31 December 2008 84,953,941  MSCI China  +/– 20%  +/– 14,242,314

  Index
  

As at 31 December 2007 346,166,652 MSCI China  +/– 20%  +/– 61,192,483

  Index
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3 FINANCIAL RISK MANAGEMENT (Continued)

(a) Market risk (Continued)

(ii) Price risk (Continued)

    Estimated
  Reasonably  change in
  possible change  operating profit 

Commodity  Fair value  of gold price  and net assets
US$    US$

As at 31 December 2008 12,584,715  +/– 10%  +/– 1,258,472
  

As at 31 December 2007 –  +/– 10%  +/– –
  

(iii) Interest rate risk

The majority of the Sub-fund’s financial assets and liabilities are non-interest 
bearing. As a result, the Sub-fund is not subject to significant amount of risk 
due to fluctuations in the prevailing levels of market interest rates.

The Sub-fund’s interest rate risk arises from bank balances of US$28,436,853 
(2007: US$77,534,463) and fixed and floating-rate debt instruments held 
of US$2,286,985 (2007: US$Nil). As at 31 December 2008, the maturity 
dates of the majority of interest-bearing assets are within 5 years. The bank 
balances expose the Sub-fund to cash flow interest rate risk and the fixed 
and floating-rate debt instruments expose the Sub-fund to fair value interest 
rate risk.

As at 31 December 2008, if interest rate had been 50 basis points higher 
or lower with all other variables held constant, the opening profit and the 
net assets attributable to holders of redeemable units would have been 
approximately US$161,167 higher or lower gross of fees, for the year ended 
31 December 2008 (2007: US$387,672 higher or lower), as a result of higher 
or lower interest income on bank balances and a decrease or increase in the 
fair value of the fixed-rate debt instruments.
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3 FINANCIAL RISK MANAGEMENT (Continued)

(b) Credit risk

Credit risk is the risk that an issuer or counterparty will be unable or unwilling to 
meet a commitment that it has entered into with the Sub-fund. Financial assets which 
potentially subject the Sub-fund to concentrations of credit risk consist principally of 
financial assets held with custodians, bank balances and receivables.

The Sub-fund limits its exposure to credit risk by transacting the majority of its 
securities and contractual commitment activities with broker-dealers, banks and 
regulated exchanges with high credit ratings and that the Manager considers to be 
well established. All transactions in listed securities are settled/paid for upon delivery 
using approved and reputable brokers. The risk of default is considered minimal since 
delivery of securities sold is only made when the broker has received payment. In a 
purchase, payment is made when the securities have been received by the broker. If 
either party fails to meet its obligation, the trade will fail. Accordingly, there is no 
significant concentration of credit risk.

The table below shows the major counterparties at the balance sheet date. The credit 
ratings are issued by Standard & Poor’s:

2008  2007
US$  US$

Counterparty Credit rating

Bank A AA– 35,270,937  29,434,921
Custodian A AA– 95,286,292  341,230,602  

130,557,229  370,665,523
  

The Sub-fund may invest in debt instruments which are unrated or rated with low cerdit 
ratings. These securities are subjects to greater risk of loss of principal and interest than 
securities with higher credit ratings. The Sub-fund may also invest in emerging markets 
where the clearing, settlement and registration systems available to effect trades are 
less developed than those in more mature markets. These can result in delays and other 
difficulties in settling trades and registering transfers of securities.
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3 FINANCIAL RISK MANAGEMENT (Continued)

(c) Liquidity risk

Liquidity risk is the risk that an enterprise will encounter difficulty in settling a 
liability or selling a financial asset quickly at close to its fair value.

The markets in which the Sub-fund invests may be relatively illiquid and the liquidity 
of these markets generally has fluctuated substantially over time. Investment of the 
Sub-fund’s assets in relatively illiquid securities may restrict the ability of the Sub-fund 
to dispose of its investments at a price and time that it wishes. The risk of illiquidity 
also arises in the case of over-the-counter transactions. There is no regulated market 
for such transactions, and the prices will be established by dealers in those transactions
based on market supply and demand. The Manager monitors the liquidity of the Sub-
fund by conducting liquidity testing on the investment portfolio on a monthly and ad-
hoc basis.

The Sub-fund is exposed to bi-weekly cash redemptions of units. The Manager 
considered that there is no significant liquidity risk on redemptions of units as, 
according to the provisions of the Trust Deed dated 21 June 2000 (as amended) of the 
Sub-fund, the Manager may limit the total number of units redeemed on any dealing 
day to 10% of the total number of units in issue. The contractual maturity of all other 
liabilities is less than one month.
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4 CASH AND CASH EQUIVALENTS

2008  2007
US$  US$

Current deposits with banks 28,436,853  19,054,666
Fixed deposits with banks –  58,479,797  

28,436,853  77,534,463
  

5 AMOUNTS DUE FROM/TO BROKERS

2008  2007
US$  US$

Balance due from brokers

Cash collateral for borrowed securities 10,165,919  –
Sales awaiting settlement 1,243,986  11,987,728  

11,409,905  11,987,728
  

Balance due to brokers

Purchases awaiting settlement 3,138,341  151,877
  

Cash collateral for borrowed securities represents cash deposits with brokers, as collateral for 
transactions involving borrowed securities.

In accordance with the Sub-fund’s policy of trade date accounting for regular way sale and 
purchase transactions, sale/purchases awaiting settlement represent amounts receivable/
payable for securities sold/purchased, but not yet settled.
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6 SPECIFIC INSTRUMENTS

Securities sold short and associated securities borrowing

When the Sub-Fund sells securities which it does not possess it has to cover this short position 
by acquiring the securities at a later date and is therefore exposed to price risk of those 
securities sold short. The sales agreement is usually settled by delivering borrowed securities. 
However, the Sub-Fund is required to return those borrowed securities at a later date.

Derivative financial instruments

The Sub-fund had no holding in derivatives as at 31 December 2008. As at 31 December 2007, 
the Sub-fund’s holdings in derivatives translated into United States dollars are specified in the 
tables as follows:

 As at 31 December 2007

Notional
amount

of contracts Fair value
Type of contract Expiration Underlying outstanding assets

US$ US$

Options 28/04/2008 Exchange-traded foreign 76,000,000 27,400
currencies (Hong Kong dollars)

Options 29/04/2008 Exchange-traded foreign 96,000,000 35,463
currencies (Hong Kong dollars)

62,863
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6 SPECIFIC INSTRUMENTS (Continued)

Derivative financial instruments (Continued)

(i) Futures

Futures are commitments to either purchase or sell a designated financial instrument, 
currency, commodity or an index at a specified future date for a specified price 
and may be settled in cash or another financial asset. Futures are standardised
exchange-traded contracts. Initial margin requirements for futures are met in cash or 
other instruments, and changes in the future contract values are settled daily. Futures 
contracts have little credit risk because the counterparties are futures exchanges.

Futures result in exposure to market risk based on changes in market prices relative 
to contracted amounts. Market risks arise due to the possible movement in foreign 
currency exchange rates, indices, and securities’ values underlying these instruments. 
In addition, because of the low margin deposits normally required in relation to 
notional contract sizes, a high degree of leverage may be typical of a futures trading 
account. As a result, a relatively small price movement in an underlying of futures 
may result in substantial losses to the Sub-fund. Futures trading may be illiquid as 
certain futures exchanges do not permit trading in particular futures contracts at prices 
that represent a fluctuation in price during a single day’s trading beyond certain set 
limits. If prices fluctuate during a single day’s trading beyond those limits, the Sub-
fund could be prevented from promptly liquidating unfavourable positions and thus 
could be subject to substantial losses.

Notional amounts are the underlying reference amounts to stock exchange indices, 
equities and foreign currencies upon which the fair value of the futures traded by the 
Sub-fund are based. While notional amounts do not represent the current fair value 
and are not necessarily indicative of the future cash flows of the Sub-fund’s futures, 
the underlying price changes in relation to the variables specified by the notional 
amounts affect the fair value of these derivative financial instruments.
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6 SPECIFIC INSTRUMENTS (Continued)

Derivative financial instruments (Continued)

(ii) Options

Options are derivative financial instruments that give the buyer, in exchange for a 
premium payment, the right, but not the obligation, to either purchase from (call 
option) or sell to (put option) the writer a specified underlying instrument at a 
specified price on or before a specified date. The Sub-fund enters into exchange-
traded and over-the-counter option contracts to meet the requirements of its risk 
management and trading activities.

The Sub-fund monitors its positions to reduce the risk of potential loss due to changes 
in market value or failure of counterparties to perform. For exchange-traded option 
contracts, the stock exchange acts as the counterparty to specific transactions and 
therefore, bears the risk of delivery to and from counterparties of specific positions. 
Over-the-counter option contracts are not guaranteed by any regulated stock exchange. 
The Sub-fund, as a buyer of over-the-counter options, is subject to credit risk since 
the counterparty is obliged to make payments under the terms of the contract if the 
Sub-fund exercises the option.

The risk in buying an option is that the Sub-fund pays a premium whether or not the 
option is exercised. The Sub-fund also has the additional risk of not being able to 
enter into a closing transaction if a liquid secondary market does not exist.

The Sub-fund’s risk of loss is not represented by the notional contract amounts. 
Contract or notional amounts reflect the involvement of the Sub-fund in the financial 
instruments, risks arise from possible adverse movements in foreign currency 
exchange rates and the prices of the underlying securities.
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7 GAINS AND LOSSES ON EQUITY INVESTMENTS

2008  2007
US$  US$

Realised gains 25,174,093  184,813,748
Unrealised gains 8,306,557 74,869,827  

Total gains on equity investments 33,480,650 259,683,575  

Realised losses (73,062,927) (11,671,036)
Unrealised losses (127,010,092 ) (46,580,037)  

Total losses on equity investments (200,073,019 ) (58,251,073)
  

8 TRUSTEE FEES

Bank of Bermuda (Cayman) Limited, the Trustee of the Sub-fund, is entitled to trustee’s fees 
which are determined based on the bi-weekly net asset value of the Sub-fund as below:

Trustee fee
per annum

shown as% of
net asset value

Net asset value

First US$20 million 0.18%
Next US$20 million 0.17%
Thereafter 0.15%

The Trustee fees are subject to a monthly minimum of US$3,000 (2007: US$3,000).

Under the terms of the Trust Deed, the Trustee is also entitled to a fixed annual fee of US$3,000 
(2007: US$3,000).
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9 TRANSACTION FEES

The Bank of Bermuda (Cayman) Limited, the Administrator, and HSBC Institutional Trust 
Services (Asia) Limited, the Custodian, are entitled to transaction fees from the Sub-fund for 
sale and purchase transactions.

10 MANAGEMENT FEES

The Manager receives management fees of 1.25% per annum of net asset value of the Sub-
fund. The Manager is also entitled to a performance fee and the details are described in note 
12(a).

11 TAXATION

There are no taxes on income or gains in the Cayman Islands as the Trust has received an 
undertaking from the Governor-in-Cabinet of the Cayman Islands exempting it from all local 
income, profits and capital taxes until 2050. Accordingly, no provision for income taxes is 
included in these financial statements.

No provision for Hong Kong profits tax has been made in the financial statements as the 
Trust is exempt from taxation under section 26A(1A) of the Hong Kong Inland Revenue 
Ordinance.

12 RELATED PARTIES

In addition to the transactions and balances disclosed elsewhere in these financial statements, 
the Sub-fund entered into the following material related party transactions for the year. 
All such transactions were entered into in the ordinary course of business and on normal 
commercial terms.

(a) The Sub-fund appointed Value Partners Limited, an investment management company 
incorporated in British Virgin Islands, to implement the investment strategy as specified 
in the Explanatory Memorandum. Under the Investment Management Agreement, the 
Manager receives a management fee monthly in arrears at an annual rate of 1.25% 
of the net assets attributable to holders of redeemable units on each valuation day as 
defined in the Explanatory Memorandum. Management fees of US$3,012,400 (2007: 
US$5,149,255) were charged to the income statement during the year. Included in 
liabilities at 31 December 2008 are management fees payable of US$152,697 (2007: 
US$451,711).
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12 RELATED PARTIES (Continued)

Under the Investment Management Agreement, the Manager is also entitled to a 
performance fee, calculated on a high-on-high basis, if the net asset value per unit as 
at the last valuation day of a financial year (prior to the accrual of any performance 
fee for that financial year) exceeds the higher of:

(i) the net asset value per unit as at the close of business on the last valuation day 
in the last financial year in respect of which a performance fee was paid to 
the Manager in respect of the Sub-fund, after payment of such performance 
fee; and

(ii) the initial offer price at which the units were first offered.

The rate of performance fee payable is 15% and is calculated by multiplying this 
fee rate by the product of the excess of the net asset value per unit (calculated as 
stated above) and the average of the number of units in issue immediately after each 
valuation day in the relevant financial year.

A performance fee of US$Nil (2007: US$28,174,081) was charged to the income 
statement during the year. Included in liabilities at 31 December 2008 are performance 
fees payable of US$Nil (2007: US$28,174,081).

(b) The Sub-fund maintains bank accounts with HSBC Fund Services, which is a group 
company of the Trustee, Registrar, Administrator and Custodian of the Sub-fund. 
Information relating to the bank accounts is set out below:

2008  2007
US$  US$

Bank balance 25,105,018  29,434,921
  

Interest income 353,731  756,481
  

Bank charges (17,969) (8,155)
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12 RELATED PARTIES (Continued)

(c) The Sub-Fund maintains cash deposits which are held as collateral for transactions 
involving borrowed securities with the Hongkong and Shanghai Banking Corporation 
Limited, which is a group company of the Trustee, Registrar, Administrator and 
Custodian of the Sub-fund. Information relating to the borrowed securities is set out 
below:

2008  2007
US$  US$

Cash collateral for borrowed securities 10,165,919  –
  

Rebate income 79,176  –
  

Stock lending expenses (69,880) –
  

(d) As at 31 December 2008, 19,744 units of the Sub-fund were held by the Manager 
(2007: 19,744). Units held by the related parties of the Manager are listed out below:

2008  2007

Mr Cheah Cheng Hye 24,948  66,369
Mr Ngan Wai Wah –  8,005
Ms To Hau Yin 1,670  1,670
Mr V-Nee Yeh 6,199  6,199

Mr V-Nee Yeh resigned as director of the Manager on 1 November 2007.
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13 REDEEMABLE UNITS IN ISSUE

2008  2007

As at 1 January 3,667,333  3,445,899
Number of redeemable units issued 202,477  1,872,245
Number of redeemable units redeemed (1,796,619) (1,650,811)  

As at 31 December 2,073,191  3,667,333
  

The rights attaching to each unit are as follows:

The holders of the units have the right to receive notice of, attend and vote at meetings of the 
Sub-fund. The holder of each such unit has the right to one vote for each such unit registered 
in his name. The holders are entitled to receive all dividends declared and paid by the
Sub-fund. Upon winding up, the holders are entitled to a return of capital based on the net 
assets value per unit of the Sub-fund.

Any distributable profits of the Sub-fund may be accumulated or distributed by the Manager, 
in its absolute discretion. Where distributions are made, unless unitholders indicate otherwise 
to the Manager, any such distributions will automatically be reinvested in further units in the 
Sub-fund to be issued to such unitholders in proportion to the number of units held by them 
on the distribution date as defined in the Trust Deed.

The Trust and the Sub-fund do not have any externally imposed capital requirements.

14 FAIR VALUE INFORMATION

Many of the Sub-fund’s financial instruments are carried at fair value on the balance sheet. 
Usually the fair value of the financial instruments can be reliably determined within a 
reasonable range of estimates. For certain other financial instruments, including amounts due 
from/to brokers and unitholders, account receivables, accounts payable and accrued expenses, 
the carrying amounts approximate fair value due to the immediate or short-term nature of 
these financial instruments.

The carrying amounts of all the Sub-fund’s financial assets and financial liabilities at the 
balance sheet date approximated their fair values.
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14 FAIR VALUE INFORMATION (Continued)

Estimation of fair values

The major methods and assumptions used in estimating the fair values of financial instruments 
were disclosed in note 2(d) of the significant accounting policies section.

As at 31 December 2008, the carrying amounts of financial assets, including commodity, debt 
and equity investments which fair values were determined directly in full or in part, by reference 
to published price quotations amounted to US$107,486,046 (2007: US$346,166,652). The 
carrying amounts of securities sold short which fair values were determined directly in full or 
in part, by reference to published price quotations amounted to US$7,660,405 (2007: US$Nil). 
The carrying amounts of derivative financial assets/liabilities for which fair values were 
determined using valuation techniques amounted to an asset of US$Nil (2007: US$62,863).

The total amount of the change in fair value estimated using a valuation technique that was 
recognised in income statement for the year ended 31 December 2008 amounted to a net gain 
of US$235,056 (2007: net loss of US$160,954).

15 SOFT COMMISSION ARRANGEMENTS

The Manager and/or any company associated with it and its delegates may receive, and are 
entitled to retain, research products and services (known as soft dollar benefits) which are 
of demonstrable benefit to the Sub-fund (as may be permitted under applicable rules and 
regulations) from brokers and other persons through whom investment transactions are carried 
out (“brokers”) provided that the quality of transaction execution is consistent with best 
execution standards. The Manager will consider many judgmental factors deemed relevant in 
determining whether a broker will provide best execution, which may include the provision of 
research products and investment ideas, introductory services to potential investee companies, 
access to investment opportunities and initial public offerings and placements which are for 
the benefit of the Sub-fund. The commission rates charged by brokers in these circumstances 
may be higher than those charged by other brokers who do not offer such services or by 
the same broker if it only provides execution services. Examples of research products and 
services that the Manager may receive from brokers include analyses and reports concerning 
industries, securities and, economic factors and trends. The Sub-fund generally will pay 
customary full service brokerage rates where execution, research and other services cannot be 
unbundled for the same commission rate.



NOTES TO THE FINANCIAL STATEMENTS (Continued)

4 9

CHINA CONVERGENCE FUND
A Sub-fund of Value Partners Intelligent Funds

(A Cayman Islands Unit Trust)

A N N U A L  R E P O R T  2 0 0 8

15 SOFT COMMISSION ARRANGEMENTS (Continued)

In particular cases where execution, research and other services can be unbundled, the Sub-
fund will pay a brokerage commission that is discounted from customary full service brokerage 
rates if no research or other services are provided in addition to brokerage execution. In 
addition, the Manager has the discretion to cause the Sub-fund to pay brokerage commission 
in excess of discounted rates, and up to full service brokerage rates, for quality brokerage 
execution and the provision of research or other appropriate services that the Manager 
determines to be beneficial to the Sub-fund.

The Manager may pay brokers commissions for effecting portfolio transactions in excess of 
amounts other brokers would have charged for effecting similar transactions if the Manager 
determines in good faith that such amounts are reasonable in relation to the value of the 
research and other services provided, viewed in terms of the particular transaction or the 
Manager’s overall duty to its clients.

16 COMPARATIVE FIGURES

The presentation of certain items and balances in the financial statements have been revised 
to conform to the current year’s presentation including the reclassification of transaction 
handling fee from unrealised gain/loss to transaction fees in the income statement.
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17 POSSIBLE IMPACT OF AMENDMENTS, NEW STANDARDS AND

INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE FOR THE

YEAR ENDED 31 DECEMBER 2008

Up to the date of issue of these financial statements, the IASB has issued a number of 
amendments, new standards and interpretations which are not yet effective for the year ended 
31 December 2008 and which have not been adopted in these financial statements.

The Sub-fund is in the process of making an assessment of what the impact of these 
amendments, new standards and new interpretations 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 Sub-fund’s results of operations and financial position.

The following revised or amended standards may result in new or amended disclosures or 
presentation in the financial statements:

Effective for
accounting periods

beginning on or after

IAS 1 (Revised) Presentation of financial statements: 1 January 2009
Disclosure

Amendment to IAS 32 Financial instruments: Presentation 1 January 2009
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    % of net
Holdings  Fair value  assets

  US$

LISTED INVESTMENTS IN LONG POSITION

Commodity

United Kingdom

Loco London Gold (in ounces) 14,300  12,584,715  10.03    

Equity investments in long position

China

China Vanke Co Ltd – B Shares 2,914,540  2,237,615  1.78
Konka Group Co Ltd – B Shares 1,664,290  369,365  0.30
Shanghai Jinjiang International Industrial

Investment Co Ltd – B Shares 2,613,368  1,656,875  1.32
Weifu High-Technology Co Ltd – B Shares 914,065  356,191  0.28
Yantai Changyu Pioneer Wine Co – B Shares 343,000  1,199,393  0.96    

Total China listed equity investments
in long position   5,819,439  4.64    

Hong Kong

AAC Acoustic Technologies Holdings Inc 3,200,000  1,366,710  1.09
BYD Co Ltd – H Shares 2,440,400  3,999,107  3.19
BYD Electronic (International) Co Ltd 6,789,500  2,374,135  1.89
China BlueChemical Ltd – H Shares 6,010,000  2,466,039  1.97
China Insurance International Holdings Co Ltd 1,942,000  2,956,852  2.36
China Mobile Ltd 225,500  2,263,729  1.80
China Resources Land Ltd 824,000  999,432  0.80
China Shanshui Cement Group Ltd 1,159,000  263,205  0.21
China Shipping Development Co Ltd – H Shares 6,136,000  5,977,652  4.76
China South Locomotive and Rolling

Stock Corporation – H Shares 1,062,000  574,165  0.46
China Southern Airlines Co Ltd – H Shares 16,768,000  2,791,061  2.22
China Yurun Food Group Ltd 527,000  619,480  0.49
Chongqing Iron & Steel Co Ltd – H Shares 962,000  244,534  0.20
Chow Sang Sang Holdings International Ltd 2,874,000  1,483,355  1.18
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    % of net
Holdings  Fair value  assets

  US$

LISTED INVESTMENTS IN LONG POSITION (Continued)

Equity investments in long position (Continued)

Hong Kong (Continued)

CNOOC Ltd 7,415,000  6,917,477  5.51
Coslight Technology International Group Ltd 1,584,000  690,828  0.55
Dongfang Electric Corporation Ltd – H Shares 154,200  385,997  0.31
Goldlion Holdings Ltd 3,220,000  427,948  0.34
Great Wall Motor Co Ltd – H Shares 6,630,000  2,249,923  1.79
GZI Transport Ltd 5,577,000  1,647,914  1.31
Hopson Development Holdings Ltd 3,902,000  2,779,231  2.21
Industrial and Commercial Bank of

China Ltd – H Shares 4,353,000  2,291,644  1.83
Jiangsu Expressway Co Ltd – H Shares 1,362,000  1,001,729  0.80
Kingboard Chemical Holdings Ltd 2,046,500  3,612,403  2.88
KWG Property Holding Ltd 3,349,500  994,045  0.79
Lee & Man Holding Ltd 1,214,000  70,490  0.06
Minth Group Ltd 2,620,000  1,048,000  0.83
Peace Mark (Holdings) Ltd 1,912,000  –  –
PetroChina Co Ltd – H Shares 6,374,000  5,576,222  4.44
Qingling Motors Co – H Shares 5,818,000  570,539  0.45
Shandong Chenming Paper Holdings Ltd – H Shares 1,488,000  516,480  0.41
Shimao Property Holdings Ltd 2,211,000  1,526,303  1.22
Sichuan Expressway Co Ltd – H Shares 11,844,000  2,246,539  1.79
Television Broadcasts Ltd 386,000  1,255,123  1.00
Tianneng Power International Ltd 7,282,000  883,236  0.70
Uni-President China Holdings 2,399,000  622,192  0.50
VTech Holdings Ltd 48,000  203,148  0.16
Weichai Power Co Ltd – H Shares 1,600,000  3,014,194  2.40
Xtep International Holdings Ltd 2,668,500  612,894  0.49
Yue Da Mining Holdings Ltd 1,311,000  103,188  0.08
Zhejiang Expressway Co Ltd – H Shares 2,360,000  1,370,323  1.09
Zhengzhou Gas Co Ltd – H Shares 9,650,000  908,968  0.72    

Total Hong Kong listed equity investments
in long position   71,906,434  57.28    
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    % of net
Holdings  Fair value  assets

  US$

LISTED INVESTMENTS IN LONG POSITION (Continued)

Equity investments in long position (Continued)

Luxembourg

Finance Street Holding Co Ltd – A (Credit Suisse

Nassau P Note 01/04/2010) 2,161,800  2,410,407  1.92

Guangzhou Friendship Co Ltd (Credit Suisse

Nassau P Note 25/11/2011) 279,200  433,039  0.35

    Total Luxembourg listed equity investments
in long position   2,843,446  2.27    

Singapore

Yanlord Land Group Ltd 3,455,000  2,152,011  1.71    

Total Singapore listed equity investments
in long position   2,152,011  1.71    

Taiwan

Far EasTone Telecommunications Co Ltd 664,000  755,270  0.60

KGI Securities Co Ltd 5,723,000  1,841,203  1.47

Taiwan Mobile Co Ltd 1,045,000  1,534,398  1.22

Taiwan Secom Co Ltd 282,000  408,478  0.33

    Total Taiwan listed equity investments
in long position   4,539,349  3.62    
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    % of net
Holdings  Fair value  assets

  US$

LISTED INVESTMENTS IN LONG POSITION (Continued)

Equity investments in long position (Continued)

United States

3SBio Inc ADR (1 ADR Reps 7 Ord Share) 389,600  2,851,872  2.27

Chinaedu Corp ADR (1 ADR Reps 3 Ord Share) 232,800  1,138,392  0.91    

Total United States listed equity investments
in long position   3,990,264  3.18        

Total listed equity investments in long position   91,250,943  72.70    

Debt investments in long position

Hong Kong

New World China Land Fin (REG) Conv

0% 11/06/2012 6,600,000  758,528  0.60

Treasure Source Ltd Ser REIT (REG) Conv

2% 23/05/2011 3,600,000  388,451  0.31

Yue Yuen Industrial Holdings (REG) Conv

0% 17/11/2011 3,710,000  477,708  0.38    

Total Hong Kong listed debt investments
in long position   1,624,687  1.29    
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    % of net
Holdings  Fair value  assets

  US$

LISTED INVESTMENTS IN LONG POSITION (Continued)

Debt investments in long position (Continued)

Singapore

Agile Property Holdings Ltd (REG S) (REG)

9% 22/09/2013 320,000  179,677  0.14

Country Garden Holdings Co (REG) Conv

2.5% 22/02/2013 1,200,000  80,915  0.07

Shimao Property Holdings Ltd (REG S) (REG)

FRN 01/12/2011 550,000  256,369  0.20

Yanlord Land Group (REG) Conv 0% 06/02/2012 250,000  145,337  0.12    

Total Singapore listed debt investments
in long position   662,298  0.53        

Total listed debt investments in long position   2,286,985  1.82    
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    % of net
Holdings  Fair value  assets

  US$

LISTED INVESTMENTS IN LONG POSITION (Continued)

Unit trusts in long position

Hong Kong

GZI Real Estate Investment Trust 5,903,000  1,363,403  1.09    

Total Hong Kong listed unit trusts
in long position   1,363,403  1.09        

Total listed investments in long position   107,486,046  85.64    

Total investments in long position   107,486,046  85.64    

LISTED INVESTMENTS IN SHORT POSITION

Equity investments in short position

Hong Kong

China Overseas Land & Investment Ltd (886,000) (1,232,397) (0.98)

China Resources Enterprise Ltd (352,000) (614,978) (0.49)

China Telecom Corporation Ltd – H Shares (1,564,000) (583,221) (0.46)

Hang Lung Properties Ltd (575,000) (1,249,419) (1.00)

Lenovo Group Ltd (2,556,000) (695,892) (0.55)

Sino-Ocean Land Holdings Ltd (4,130,000) (1,891,807) (1.51)

Swire Pacific Ltd ‘A’ (92,500) (638,548) (0.51)    

Total Hong Kong listed equity investments
in short position   (6,906,262) (5.50)    
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Holdings  Fair value  assets

  US$

LISTED INVESTMENTS IN SHORT POSITION (Continued)

Equity investments in short position (Continued)

United States

Ctrip.com International Ltd ADR

(1 ADR Reps 1 Ord Share) (31,700) (754,143) (0.60)    

Total United States listed equity investments
in short position   (754,143) (0.60)        

Total listed equity investments in short position   (7,660,405) (6.10)        

Total listed investments in short position   (7,660,405) (6.10)        

Total investments   99,825,641  79.54

Cash and cash equivalents   28,436,853  22.65

Other net liabilities   (2,752,182) (2.19)    

Total net assets   125,510,312  100.00
    

Total investments, at cost   121,454,918
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% of  % of
net assets  net assets

2008  2007
Listed investments in long position

Commodity in long position

Loco London Gold 10.03  –  

Equity investments in long position

China 4.64 15.55

Hong Kong 57.28  67.96

Luxembourg 2.27  –

Singapore 1.71  1.02

Taiwan 3.62  –

United States 3.18  –  

72.70 84.53  

Debt investments in long position

Hong Kong 1.29  –

Singapore 0.53  –  

1.82  –  

Unit trusts in long position

Hong Kong 1.09  0.57  

1.09  0.57    

Total listed investments in long position 85.64 85.10  
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% of  % of
net assets  net assets

2008  2007
Unlisted investments in long position

Foreign currency options –  0.02    

Total investments in long position 85.64 85.12  

Listed investments in short position

Equity investments in short position

Hong Kong (5.50) –

United States (0.60) –  

Total listed investments in short position (6.10) –    

Total investments in short position (6.10) –    

Total investments 79.54 85.12

Cash and cash equivalents 22.65 19.06

Other net liabilities (2.19) (4.18)  

Total net assets 100.00  100.00
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Net asset values (at last traded prices)

Net asset  
value  Net asset

per unit  value
US$  US$

As at

31 December 2008 60.93  126,319,758

31 December 2007 111.17  407,685,249

31 December 2006 70.97  244,538,845

31 December 2005 37.79  75,862,200

Highest and lowest prices (at last traded prices)

Highest price Lowest price
“A” unit  “B” unit  “A” unit  “B” unit

US$  US$  US$  US$

Financial year ended:

31 December 2008 104.64  –  55.10  –

31 December 2007 132.22  –  73.43  –

31 December 2006 70.97  –  40.66  –

31 December 2005 40.71  –  36.73  –

31 December 2004 40.01  –  33.27  –

31 December 2003 36.26  –  20.41  –

31 December 2002 21.40  –  18.23  –

31 December 2001* 21.35  2.00  10.56  1.05

31 December 2000 10.93  1.09  8.86  0.80

* With effect from 22 October 2001, only one class of unit was issued by the Sub-fund.


