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REPORT OF THE MANAGER TO THE UNITHOLDERS

Market Review

In 2018, the offshore RMB bond market made a satisfactory return overall, with Markit iBoxx offshore RMB
bond index recorded 5.39% total return for the full year, outperformed 2017's total return of 3.63% and
higher than 2016's result 4.64%. From different categories, Government bonds performed the best ahead of
Investment Grade (IG) and High Yield (HY) bonds, recorded returns of 6.23%, 5.29%, and -0.98%
respectively. The front runner status of High Yield bonds was reversed, due to a series of risk-off events in
2018. On year-on-year basis, Government bonds made progress while High Yield bonds lagged behind
compared to that of 2017.

With better performance than in 2017, the Markit iBoxx offshore RMB bond market index recorded positive
return in all months of 2018. The market was generally robust and rising during the whole year. The worst
performing month was September when the index kept nearly flat with 0.02% growth, a result of negative
market influences from US-China trade friction and the US Federal Reserve's (Fed) ongoing interest hikes.
With more dovish signals released approaching the year end, the market showed more positive sentiment
and performed well.

In 2018, the government bonds were generally outperformed and resilient for the overall less risk appetites.
And the outstanding balance was still dominated by shorter duration bonds. Taken the Certificate of Deposit
(CD) into account, 36% of current outstanding balance will be matured within one year and another 18% in
one to two years.

Portfolio Review

In 2018 our sub-fund recorded positive annual return of 2.39% and -2.76% for Class A (RMB) and Class I
(USD). As of 31 December 2018, the portfolio weighted average duration stood at approximately 1.60 years,
and the weighted average yield stood at approximately 6.61%. Cash and cash equivalents accounted for
11.16% of the portfolio.




























































































