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Manager’s Report

Review

The geopolitical risks that harried markets for
much of 2019 faded in Q4, helping equity markets
around the world to post gains. Trade uncertainty
faded with the US and China’s “phase one” trade
deal announcement. Within developed markets,
US equities recorded a robust gain as economic
data remained stable. Japan equities also
performed well, boosted by a weaker Japanese
Yen while European markets were supported by
better economic data from Germany, with the UK
bounding back as the prospect of a “no-deal”
Brexit in January looks set to be avoided.
Elsewhere, emerging markets outperformed
their developed peers markedly on the back of
US dollar weakness and a pick-up in crude oil
prices. Within Asia, China, South Korea and
Taiwan all outperformed thanks to the proposed
trade deal. In particular, the technology sector
boosted returns as earnings were revised
upwards following solid Q3 sales. Moving onto
fixed income, government yields were broadly
higher. The US 10-year yield rose 26 bps over the
quarter, while the two-year yield fell, steepening
the yield curve to reflect improved growth
expectations. The Federal Reserve cut rates once
in the quarter before indicating that “the current
stance of monetary policy is appropriate”. In
Europe, the German 10-year yield increased
38 bps, while Italy saw a steep rise of 59 bps. The
UK 10-year yield rose 33 bps amid a decisive
election victory for the incumbent Conservative
party and clarity around Brexit. Corporate bonds
performed well to cap a strong year. High yield
outperformed, but US investment grade was also
notably buoyant across various sectors. Emerging
market debt also performed well, especially local
currency bonds. Elsewhere, crude oil prices rallied
as OPEC+ announced further production cuts to
ease oversupply concerns. Precious metals
advanced, but posted a more modest gain. Within
the currency space, the US Dollar Index fell -3.0%
and the greenback depreciated against most
developed currencies.
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Manager’s Report

Review (Continued)

Going into the New Year, the spread of the
Covid-19 coronavirus profoundly affected global
markets in the first quarter as equities suffered
steep declines. Within developed markets, US
equities declined significantly, with confirmed US
cases rising rapidly in the month of March. The
Federal Reserve cut rates twice and announced
unlimited quantitative easing. The US Senate also
passed a $2 trillion stimulus package, which
provided some support towards quarter end.
Eurozone shares also fell sharply over the quarter
as Europe became the epicentre of the
coronavirus outbreak, with Italy and Spain among
the most severely affected countries. Elsewhere,
emerging market equities fell heavily, with a
stronger US dollar and sell-off in crude oil prices
further compounding returns. Similarly, ASEAN
markets were particularly weak and all
underperformed. On the other hand, China and
Hong Kong were the only markets to outperform;
the number of active cases of Covid-19 in
mainland China appeared to peak in February,
while the spread of the virus appeared to be
relatively contained in Hong Kong. Government
bond yields, like most other financial assets, saw
significant levels of volatility. Yields declined in the
US and UK, but rose in Europe. In the initial
heightening of risk aversion, demand for safe
havens pushed yields to extreme lows. This was
followed by a bout of selling as panicked investors
sold almost any asset where there was liquidity.
The 10-year US Treasury yield dropped from
1.15% to 0.63%, at one point falling below 0.5%.
The UK's 10-year yield declined from 0.44% to
0.32%. In Europe, however, yields rose. The 10-
year German government bond yield increased
from -0.61% to -0.49% while the Italian 10-year
increased from 1.13% to 1.57%. Corporates bonds
and emerging market debt sold-off sharply, with
the riskier parts in high yield credit in particular.
The sell-off was sharper in more vulnerable
sectors related to travel and retail.
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Manager’s Report

Review (Continued)

Finally, US dollar strength weighed, so too the
energy component, which fell heavily as OPEC+
talks failed to agree on extensions to production
cuts in addition to a weaker demand outlook.
Industrial metals and agriculture also sold off.
Conversely, precious metals generated a small
gain, aided by an increase in gold prices. Within
currencies, the US Dollar Index returned +2.8%,
with most developed currencies depreciating
against the greenback with the exception of the
Japanese Yen and Swiss Franc.

Outlook

While our original assessment was that the
impact from the Coronavirus would be
transitory, the quick deterioration of the
situation in Europe and the US means that the
impact is likely to be larger than our original
expectation. Given the lockdown of borders
and cities around the world, the severity of the
economic impact is very high, and our
economist team has updated their forecasts
with an expectation of -3.1% impact on GDP
growth this year, bringing the world into a
technical recession. At the same time, we have
also seen unprecedented moves by central
banks globally in a coordinated manner to
provide supportive measures and liquidity via
interest rate cuts and quantitative easing. In
addition, governments have announced
various fiscal stimulus packages to help the
economy brace for this heavy impact. However,
these announcements have yet to calm
markets thus we expect markets to remain
highly volatile in the near term.
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Manager’s Report

Outlook (Continued)

For equities, we expect earnings forecasts to
be adjusted downwards in some areas.
Industries that are most vulnerable to the
COVID-19 shock are manufacturing, gaming,
tourism and consumption/travel-related
industries (retail, airlines etc.) as they have
borne the brunt of the demand shock as travel-
related activity has dramatically reduced. We
maintain the view that it is not a time for blithe
risk-taking; we need to see more information
on the economic damage from the twin shocks
in the form of corporate earnings
announcements or economic data before we
can wade back into risk assets. Our bias is to
look for opportunities to generate returns, but
we also need to be watchful on future
developments. We continue to see value in
duration in a portfolio context to hedge against
disappointment in growth, although valuations
have become expensive following the recent
rally while rates markets have continued to
move aggressively in pricing further easing
from global central banks. Lastly for credit, we
believe the liquidity provision would remain
supportive by reducing liquidity risks and
funding costs.
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Manager’s Report KIBARSE

BEE_ZT_TZFE=RA=+—H ' BE2EE
7,115,483,020 47T » S4TEMWT -

As at 31st March 2020, the Fund size was
HK$7,115,483,020, represented by units as

below:

31st March ~ 30th September
2020 2019
NUMBER OF UNITS IN ISSUE —EEF —E-h=E
BRTEMNEE =B=+—H HAB=+H
Units Units
B B

A Class A 871
USD Accumulation Units ERBEMN 25,655.79 28,157.67

C Class cianl
HKD Accumulation Units BT RBEA 109,720,815.62 118,903,995.94
USD Accumulation Units ExREEN 19,329,833.80 19,903,493.81

IClass 14851
HKD Accumulation Units BT REEN 4,760,721.57 4,766,199.72
HKD Income Units BT EEAL 14,019,118.87 14,068,680.88
USD Accumulation Units ExRBEMN 48,100,091.27 48,281,041.77
USD Income Units EUWEEN 40,653,999.75 41,350,039.18
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Manager’s Report

RIBANRS

31st March ~ 30th September
2020 2019
TECTE by K S
=BA=+—H NB=+H
The prices of units were: BEEBuBSNT
NET ASSET VALUE PER UNIT Nete)  4gES{i1 3 AR (g
A Class A 871
USD Accumulation Units ExRBEM US$ET12.67 US$EIT$13.36
C Class cianl
HKD Accumulation Units BT RBEA HK$ %75 30.08 HK$ #7531.99
USD Accumulation Units ETRREM US$ 37T $3.88 US$ 37T $4.08
IClass 14851
HKD Accumulation Units BTRBEEN HK$ #&7531.78 HK$ 77t 33.70
HKD Income Units BT BB HK$ %75 28.38 HK$ #7530.77
USD Accumulation Units ERBEN US$%=5t4.10 US$3%7t4.30
USD Income Units ETREEE( US$=E753.66 US$3%753.93
Note: Year-end non dealing price is for indicative purpose only.
MizE | FRZBEERAIERZES » EH2E -
MRETEERES 6



Manager’s Report

DISTRIBUTION

The following table shows the distribution of
the Fund for the period ended 31st March 2020:

HKD Class | Income Unit

ezt 4N
Record date Payment date
%A RER

27th November 2019 ZE—AE+—BZ++H 10th December 2019 =%~

USD Class | Income Unit

SRS L
Record date Payment date
(gl SR

27th November 2019 ZF—NE+—B_=++H 10th December 2019 "F—

RIBANRS

3=

TREV-ZF-ZF=-/F=+—HILBABNIKE
SCER -

Distribution Total

No. of units perunit  distribution
entitled FE(I amount
distributions KEE WREE
BRKEURS HK$ HK$
2B B B

NE+TZB+H 1406868088  0.693660  9,758,881.18

Distribution Total

No. of units perunit  distribution
entitled BEfI amount
distributions KEHE EREHE
BRKERE US$ Us$
ZEfi ESH e

NE+ZBE+H 4134620286 0.088660  3,665,754.35
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Manager’s Report

DISTRIBUTION (CONTINUED)

The following table shows the distribution of
the Fund for the year ended 30th September
2019:

HKD Class | Income Unit

RIBANRS

RS (4)

TREV -_ZE-AFAR=+HLEFANIKSE
B

AR S B
Distribution Total
No. of units perunit  distribution
entitled FE( amount
distributions KEE BREE
Record date Payment date BREMEKSE HK$ HK$
i858 kEH ZEfi B B
28th November 2018 ZE—/\E+—B-+/\B 10th December 2018 " F—\E+-F+H 1414093826 0639760  9,046,806.66
USD Class | Income Unit
EIEERN S E L
Distribution Total
No. of units perunit  distribution
entitled FE( amount
distributions REE WREE
Record date Payment date BRWERS Us$ Us$
f2A kEH ZEfi ES ES
28th November 2018 ZE—/\E+—BZ+/\B 10th December 2018 ZE—\E+-B+H  41,750369.68  0.081840  3,416,850.25
Schroder Investment Management HREREEE (F8) BIRAR
(Hong Kong) Limited _E_EFRA”+—H
21st May 2020
MREETELRES 8



Statement of Financial Position

MR ERTR

As at 31st March 2020
BE_E_TF=H=1+—H

31st March
2020

HK$
—ETTHF
=B=+—-H
BT

30th September
2019

HK$

—2-NE
hB=+H
BT

ASSETS BE

Current assets B E&E

Investments &%

Derivative financial instruments {74 £/ T A

Amounts receivable on disposal of investments
FEW L R ERIE

Amounts receivable on subscription of units
FEWERRE BB (TR IE

Dividends receivable FEURAZ 8

Other receivables EfthFEURFRIE

Margin deposits {R:5&

Cash and bank deposits I &R EFITER

Total assets BEEE
LIABILITIES &&

Current liabilities RS & &

Bank overdrafts $R{Ti&Ex%

Derivative financial instruments {74 £ T E

Amounts payable on redemption of units
(< BE[B] B8 i RRIE

Other payables EftfE{ITRIE

Liabilities (excluding net assets attributable to unitholders)

BRE FARMREUREANFEE)

Net assets attributable to unitholders
PRABEMIENFEE

6,381,291,040
1,149,059

13,184,386
561,347
66,421
60,380,144
697,056,919

7,587,793,188
10,461,813

23,935,398

12,767,196
1,028,726
6,748
26,920,630
283,593,394

7,153,689,316

7,946,507,093

- 181

17,756,588 2,591,506
17,877,740 4,181,497
2,571,968 2,869,850
38,206,296 9,643,034
7,115,483,020  7,936,864,059
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Investment Portfolio

BRREHE

As at 31st March 2020
BE_E_TF=H=1+—H

Fair value % of
Country/Territory Investments Holdings ATE net asset value
BER & REER BHE HK$ BT (WEEFERDL
LISTED INVESTMENT FUNDS
IHREEE
FRANCE ;:E 98,652,288 1.39
Lyxor EURO Stoxx 50 Dr UCITS ETF 426,776 98,652,288 1.39
GREAT BRITAIN %[ 1,325,411,934 18.62
iShares J.P. Morgan USD Em Bond
UCITS ETF 174,544 131,661,609 1.85
iShares NASDAQ 100 USD Acc ETF 43,203 150,453,556 2.1
iShares USD High Yield Corp Bond
UCITS ETF 101,195 72,121,196 1.01
Lyxor iBoxx $ Treasuries 10Y+ DR
UCITS ETF 474,353 668,564,340 9.40
Lyxor S&P 500 UCITS ETF 1,266,037 265,390,589 3.73
Vanguard FTSE 100 UCITS ETF 154,542 37,220,644 0.52
HONG KONG &t 86,599,350 1.22
Tracker Fund of Hong Kong 3,631,000 86,599,350 1.22
JAPAN B 95,396,645 1.34
Nomura TOPIX ETF 902,030 95,396,645 1.34
UNLISTED INVESTMENT FUNDS
FEEFREES
HONG KONG Fi# 1,188,744,314 16.71
Schroder Institutional Pooled Funds
- Asian Equity Yield Fund Class B 2,435,722 126,759,850 1.78
Schroder Institutional Pooled Funds
- China Opportunities Fund Class B 4,511,548 78,996,297 1.1
Schroder Institutional Pooled Funds
- HK Money Market Fund Class B 420,107 5,109,008 0.07
Schroder Institutional Pooled Funds
- Hong Kong Equity Fund Class B 3,937,684 250,224,432 3.52
Schroder Institutional Pooled Funds
- US Government Bond Fund Class B 36,371,279 727,654,727 10.23
LUXEMBOURG H#E 3,586,486,509 50.40
Schroder International Selection Fund
- All China Equity USD Class I Acc 99,788 80,557,880 1.13
Schroder International Selection Fund
- Asia Pacific Ex-Japan Equity USD Class
I Acc 196,685 132,422,440 1.86
Schroder International Selection Fund
- Asian Opportunities Class I Acc 404,316 77,739,264 1.09
Schroder International Selection Fund
- Asian Total Return USD Class I Acc 121,380 273,143,735 3.84
MEETRIZRES 10



Investment Portfolio (Continued)

BRiEHE (8)

As at 31st March 2020
BE_E_TF=H=1+—H

Fair value % of
Country/Territory Investments Holdings REE net asset value
BER & REER BHE HK$ BT (WEEFERDL
UNLISTED INVESTMENT FUNDS (CONTINUED)
FEEHREES (8])
LUXEMBOURG (CONTINUED) FEZZ {2 (&)
Schroder International Selection Fund
- China Local Currency Bond 173,078 158,182,138 2.22
Schroder International Selection Fund
- China Opportunities Fund Class I Acc 27,889 97,430,828 1.37
Schroder International Selection Fund
- Emerging Asia Class I Acc 208,409 74,141,878 1.04
Schroder International Selection Fund
- Euro Equity EUR Class I Acc 709,440 254,029,463 3.57
Schroder International Selection Fund
- Global Bond EUR Hedged Class I Acc 3,017,573 308,290,237 4.33
Schroder International Selection Fund
- Global Bond JPY Hedged Class I Acc 681,870 528,342,490 7.42
Schroder International Selection Fund
- Global Bond USD Class I Acc 2,184,260 247,418,100 3.48
Schroder International Selection Fund
- Global Equity Alpha Class I Acc 51,268 95,225,452 1.34
Schroder International Selection Fund
- Global High Yield USD Class I Acc 251,131 97,621,754 1.37
Schroder International Selection Fund
- Hong Kong Equity HKD Class I Acc 433,955 211,935,976 2.98
Schroder International Selection Fund
- Japanese Equity JPY Class I Acc 2,964,411 294,395,405 4.14
Schroder International Selection Fund
- QEP Global Core USD Class I Acc 1,774,929 435,132,250 6.12
Schroder International Selection Fund
- QEP Global Emerging Markets USD
Class I Acc 152,856 117,920,762 1.66
Schroder International Selection Fund
- US Large Cap USD Class I Acc 66,631 102,556,457 1.44
TOTAL INVESTMENTS AT FAIR VALUE
REWHE 6,381,291,040 89.68
OTHER NET ASSETS
HthEE#E 734,191,980 10.32
NET ASSETS ATTRIBUTABLE TO UNITHOLDERS AS AT 31st MARCH 2020
BE_Z_ZF-A=-+—HEEFE 7,115,483,020 100.00

TOTAL INVESTMENTS AND DERIVATIVE FINANCIAL INSTRUMENTS AT COST

BERTEEMTEUMRAET

6,204,647,247
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Investment Portfolio Movements
REESEE

Half year ended 31st March 2020

CECSESAS AR

Holdings
Bu#e
Country/Territory Investments Additions Disposals Bonus/Splits
ER & REER 1 pe AR B
LISTED INVESTMENT FUNDS
IHREES
FRANCE ;:E
Lyxor EURO Stoxx 50 Dr UCITS ETF 389,577 252,019 -
GREAT BRITAIN [
iShares Gold Producers UCITS ETF - 618,353 -
iShares J.P. Morgan USD Em Bond
UCITS ETF - 8,975 -
iShares NASDAQ 100 USD Acc ETF 43,203 46,476 -
Lyxor iBoxx $ Treasuries 10Y+ DR
UCITS ETF - 276,897 -
Lyxor S&P 500 UCITS ETF 299,726 34,114 -
Vanguard FTSE 100 UCITS ETF 315,682 408,366 -
Vanguard FTSE 100 UCITS ETF GBP Dis 247,226 247,226 -
HONG KONG &F#
Tracker Fund of Hong Kong 5,173,500 1,542,500 -
JAPAN A7
Nomura TOPIX ETF 125,430 201,220 -
UNITED STATES %E
SPDR Gold Shares 69,045 69,045 -
UNLISTED INVESTMENT FUNDS
FEETREES
GREAT BRITAIN #E
Schroder Global Multi Factor Equity Fund
Class X Acc - 32,187,110 -
HONG KONG &t
Schroder Institutional Pooled Funds
- Hong Kong Equity Fund Class B 559,698 - -
Schroder Institutional Pooled Funds
- RMB and HKD Fixed Income Fund
Class B - 3,230,760 -
Schroder Umbrella Fund II
- China Equity Alpha Fund USD Class I - 103,806 -
LUXEMBOURG [EFHE
Schroder International Selection Fund
- Asian Opportunities Class I Acc 34,016 - -
Schroder International Selection Fund
- Asian Total Return USD Class I Acc - 3,091 -

MEETRIERES 12



Investment Portfolio Movements (Continued)
REHSES (48)

Half year ended 31st March 2020
CECBE= A= —FIEEE

Country/Territory
ER &

Investments

REEE

Holdings
EuHE

Additions
1

Disposals Bonus/Splits

peal R D

UNLISTED INVESTMENT FUNDS (CONTINUED)

FLEHREES (8])

LUXEMBOURG (CONTINUED) EZ5 2 ()

Schroder International Selection Fund
- China Opportunities Fund Class I Acc
Schroder International Selection Fund
- Euro Equity EUR Class I Acc
Schroder International Selection Fund
- Global Bond USD Class I Acc
Schroder International Selection Fund
- Global High Yield USD Class I Acc
Schroder International Selection Fund
- Hong Kong Equity HKD Class I Acc
Schroder International Selection Fund
- Japanese Equity JPY Class I Acc
Schroder International Selection Fund
- QEP Global Core USD Class I Acc
Schroder International Selection Fund
- QEP Global Emerging Markets USD
Class I Acc
Schroder International Selection Fund
- US Large Cap USD Class I Acc

10,386

347,535

124,716

322,961

76,238

18,292 -

652,469 -

17,487 -

14,759 -

674,574 -

214,366 -

41,221 -

105,282 -
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