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INVESTMENT MANAGER'S REVIEW
MARKET REVIEW

After a remarkably calm period in 2017, global equity markets volatility made a comeback 2018, although global
economic growth still solid, inflation modest, and corporate earnings growth robust, the anxiety over rising interest rate
and trade disputes between US and China cast doubts and fears on the equity markets.

The year began with enthusiasm for global stock markets, strong corporate earnings and positive economic data helped
many indices hit multiple new all-time highs in the first few weeks of 2018, but sentiment shifted quickly, anxiety over
rising bond yields was a key driver for an equity market correction in all major markets.

The US job market kept strong and pushing unemployment rate to the lowest level since the financial crisis, inflation was
kept at an acceptable level and the FED hiked the interest rate 4 times in 2018, concerns on the hawkish stance of FED
may put the economic growth under pressure, US market sold off sharply in the final quarter of the year. S&P 500
decreased by 6.2% for the year of 2018.

For Hong Kong market, Hang Seng Index declined 13.6% in 2018, underperforming most major equity market indexes
globally. After making historical high in late January, the worries of trade disputes between US and China sent the market
lower with an increased volatility. Although the annual results in March showed a significant improvement in corporate
earnings among listed companies in 2017, companies are cautious about the outlook in the coming quarters since the
lingering concern on trade policies.

And as the central government keeps on the deleveraging policy, with the newly proposed asset management rules,
onshore financial markets are also under tremendous stress due to tighter liquidity control, CSI 300 index declined 25.3%
in 2018, the worst annual performance since 2008.
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INVESTMENT MANAGER'S REVIEW (continued)

MARKET OUTLOOK

We expect that divergence in economic conditions and monetary policies still to be the overarching theme for global
economy in 2019. The U.S. economy continues its recovery with the strong job market readings, unemployment rate in
U.S. dropped below 4% level, though inflations are not picking up as the FED expected yet. But the FED turned dovish
and indicated there might be no more interest rate hikes in 2019. While the other major economies are facing slower
economic growth than previously expected, with capital flowing back to the US, the rising USD put pressure on emerging
markets currencies and capital outflows present the biggest risk on emerging equity markets.

And there are still a lot of uncertainties on political events that may derail the global economy recovery, particularly the
trade dispute between US and China and a potential no-deal Brexit may deteriorate the economic conditions in Europe.
We suspect there might be more market volatility down the road for equity investors. With market volatility returning
back up to a much higher level from the historical lows set in previous years and staying there for a while longer than we
would like.

And for the greater China markets, domestic A shares market is among the worst performed equity markets in 2018,
deleveraging and lack of liquidity pressured the market with extreme negative sentiment. However, we expect the central
government would release more favorable policies to revive the industrial sectors with the supply side reform such as de-
capacity and de-inventory. And we also expect the new economy such as 5G and Internet related service sectors would
keep benefitting from the technology upgrades and consumption upgrades.

For Hong Kong market, after the roller coaster run in 2018, now Hong Kong market is trading at an attractive valuation
level, we expect that a large part of the negativities has already been factored in.
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INVESTMENT MANAGER'S REVIEW (continued)

SUB-FUNDS' PERFORMANCE

A. Guotai Junan Greater China Growth Fund

GUOTAI JUNAN GREATER CHINA GROWTH FUND

NAV PER UNIT (HKD)
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Performance table
Jan - Dec 2018 Since Inception
Index / Fund's Name )
Rate of Return (%)*  Rate of Return (%)
Hang Seng China-A ffiliated Total Return Index -2.9% -2.9%
Taiwan Taiex Total Return Index -4.8% 69.0%
Hang Seng China Enterprises Total Return Index -9.9% -11.0%
Hang Seng Total Return Index -10.5% 38.8%
MSCI Golden Dragon Total Return Index -13.8% 34.2%
Guotai Junan Greater China Growth Fund -16.3% -19.5%
-18.6% 11.7%

MSCI China Daily Total Return Index

* Ranked by the total returns of indices or the Fund for Jan - Dec 2018.
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INVESTMENT MANAGER'S REVIEW (continued)
SUB-FUNDS' PERFORMANCE (continued)
A. Guotai Junan Greater China Growth Fund (continued)

The total return of the Guotai Junan Greater China Growth Fund (“GJGC” hereafter) decreased by 16.3% in 2018 and
recorded a loss of 19.5% since inception i.e. 19 Nov 2007.

In 2018, GJGC underperformed the total returns of the Hang Seng Index (“HSI”) and Hang Seng China Enterprises Index
(“HSCEI”) by 5.8% and 6.4% respectively. GIGC’s portfolio had overweighed China-related consumer discretionary

and utilities stocks, which have underperformed the Hang Seng Index constituents.

As of 31 December 2018, GIGC’s portfolio was well diversified. Amongst all exposure, financials, utilities and
industrials were the top weighed sectors, which made up of 20.32%, 10.82% and 10.80% of the NAV respectively.

B. Guotai Junan Equity Income Fund

GUOTAI JUNAN EQUITY INCOME FUND

NAV PER UNIT (HKD)
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INVESTMENT MANAGER'S REVIEW (continued)
SUB-FUNDS' PERFORMANCE (continued)

B. Guotai Junan Equity Income Fund (continued)

Performance table

Index / Funid's Name Jan - Dec 2018 Since Inception
Rate of Return (%)*  Rate of Return (%)
Hang Seng China-Affiliated Total Return Index -2.9% 21.7%
Taiwan Taiex Total Return Index -4.8% 54.5%
Hang Seng China Enterprises Total Return Index -9.9% 12.8%
Hang Seng Total Return Index -10.5% 54.3%
Guotai Junan Equity Income Fund -10.7% 33.7%
Dow Jones Hong Kong Select Dividend 30 Total Return Index -11.8% 11.0%
MSCI Golden Dragon Total Return Index -13.8% 48.6%
MSCI China Daily Total Return Index -18.6% 38.6%

* Ranked by the total returns of indices or the Fund for Jan - Dec 2018.

The NAV of the Guotai Junan Equity Income Fund (“GJEI”) had a total return of -10.7% in 2018 and recorded a total
return of 33.7% since its inception on 29 Feb 2012. GJEI underperformed the total return of the HSI and the HSCEI by
0.1% and 0.7% respectively but outperformed the Dow Jones Hong Kong Select Dividend 30 Index (“DJHKSD”) by
1.1%.

We believe the GJEI’s strategy of investing in companies with brighter prospect, reasonable valuation, good cash flows
and willingness to share profits with shareholders through high dividends, is still sound, but the overweight to China
related sectors especially Chinese consumer discretionary and materials contributed to the underperformance to HSI.

As of 31 December 20138, the portfolio of GJEI tilted more exposure to financials, which provided higher dividend yields.
Financials and industrials are the top weighted sectors representing 20.08% and 10.89% of the funds’ NAV respectively.

INVESTMENT STRATEGY

We are conservatively optimistic on companies with good earning visibility and trading at reasonable valuation levels,
meanwhile we would remain cautious when the volatility is at an elevated level, stay defensive until good entry level
presents itself.

We believe corporate earnings growth is the most important driver of the market performance, sector selection would still
be as critical as ever, we believe sectors with strong cash flows, sectors benefit from the technology upgrades and sectors
benefit from consumption upgrades would outperform the general market, and we would position ourselves accordingly.

Guotai Junan Assets (Asia) Limited

29 APR 2019
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REPORT OF THE TRUSTEE

We hereby confirm that, in our opinion, the Manager of the Trust has, in all material respects, managed the Trust in
accordance with the provisions of the Trust Deed dated 29 August 2007, as amended.

HSBC Institutional Trust Services (Asia) Limited

29 APR 2019
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Central, Hong Kong

Independent auditor’s report

To the Manager and the Trustee of

Guotai Junan Greater China Growth Fund,

Guotai Junan Equity Income Fund, and

(collectively, the Sub-Funds of Guotai Junan Investment Funds)

(A unit trust constituted by a Trust Deed dated 29 August 2007 under the laws of the Hong Kong)

Report on the audit of the financial statements
Opinion

We have audited the financial statements of Guotai Junan Greater China Growth Fund and Guotai Junan Equity Income
Fund (sub-funds of Guotai Junan Investment Funds (the "Trust") and referred to collectively as the "Sub-Funds") set out
on pages 11 to 40, which comprise the statements of financial position as at 31 December 2018, and the statements of
profit or loss and other comprehensive income, statements of changes in equity, distribution statements and statements
of cash flows for the year then ended for Guotai Junan Greater China Growth Fund and Guotai Junan Equity Income
Fund, and notes to the financial statements, including a summary of significant accounting policies.

In our opinion, the financial statements give a true and fair view of the financial position of Guotai Junan Greater China
Growth Fund and Guotai Junan Equity Income Fund as at 31 December 2018 and of each of their financial performance
and cash flows for the year then ended are in accordance with Hong Kong Financial Reporting Standards (“HKFRSs”)
issued by the Hong Kong Institute of Certified Public Accountants ("HKICPA").

Basis for opinion

We conducted our audit in accordance with Hong Kong Standards on Auditing (“HKSAs”) issued by the HKICPA. Our
responsibilities under those standards are further described in the Auditor’s responsibilities Jor the audit of the financial
statements section of our report. We are independent of the Sub-Funds in accordance with the HKICPA’s Code of Ethics
Jor Professional Accountants (the “Code"), and we have fulfilled our other ethical responsibilities in accordance with the
Code. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Other information included in the Annual Report

The Manager and the Trustee of the Sub-Funds are responsible for the other information. The other information comprises
the information included in the Annual Report, other than the financial statements of the Sub-Funds and our auditor’s
report thereon.

Our opinion on the financial statements does not cover the other information and we do not express any form of assurance
conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing
so, consider whether the other information is materially inconsistent with the financial statements or our knowledge
obtained in the audit or otherwise appears to be materially misstated. If, based on the work we have performed, we
conclude that there is a material misstatement of this other information, we are required to report that fact. We have
nothing to report in this regard.

A member firm of Ernst & Young Global Limited



Independent Auditor’s Report (continued)

Responsibilities of the Manager and the Trustee for the financial statements

The Manager and the Trustee of the Sub-Funds are responsible for the preparation of the financial statements that give a
true and fair view in accordance with HKFRSs issued by the HKICPA, and for such internal control as the Manager and
the Trustee determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the Manager and the Trustee are responsible for assessing the Sub-Funds’ ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern
basis of accounting unless the Manager and the Trustee either intend to liquidate the Sub-Funds or to cease operations,
or have no realistic alternative but to do so.

In addition, the Manager and the Trustee of the Sub-Fund are required to ensure that the financial statements have been
properly prepared in accordance with the relevant disclosure provisions of the Trust Deed dated 29 August 2007 ("Trust
Deed") and the relevant disclosure provisions of Appendix E of the Code on Unit Trusts and Mutual Funds (the "SFC
Code") issued by the Hong Kong Securities and Futures Commission.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Our 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.

Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in accordance with
HKSAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements. In addition, we are required to access whether the
financial statements have been properly prepared, in all material respect, in accordance with the relevant disclosure
provisions of the Trust Deed and the relevant disclosure provisions of Appendix E of the SFC Code.

As part of an audit in accordance with HKSAs, we exercise professional judgement and maintain professional skepticism
throughout the audit. We also:

* Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

¢ Obtain an understanding of internal control relevant to the audit 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

Sub-Funds’ internal control.

+  Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by the Manager and the Trustee.

A member firm of Ernst & Young Global Limited



Independent Auditor’s Report (continued)

Auditor’s responsibilities for the audit of the financial statements (continued)

* For Guotai Junan Greater China Growth Fund and Guotai Junan Equity Income Fund, conclude on the
appropriateness of the Manager’s and the Trustee’s use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Sub-Funds’ ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our auditor’s report. However, future events or conditions may
cause the Sub-Funds to cease to continue as a going concern.

¢ Evaluate the overall presentation, structure and content of the financial statements, including the disclosures,
and whether the financial statements represent the underlying transactions and events in a manner that achieves
fair presentation.

We communicate with the Manager and the Trustee regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify during our
audit.

Report on matters under the relevant disclosure provisions of the Trust Deed and the relevant disclosure
provisions of Appendix E of the SFC Code

In our opinion, the financial statements have been properly prepared, in all material respects, in accordance with the
relevant disclosure provisions of the Trust Deed and the relevant disclosure provisions of Appendix E of the SFC Code.

. r S
ertified Public Ac '6 ntants ‘
Hong Kong

28 APR 2019
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A member firm of Ernst & Young Global Limited
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GUOTAI JUNAN INVESTMENT FUNDS
-GUOTAI JUNAN GREATER CHINA GROWTH FUND
-GUOTAI JUNAN EQUITY INCOME FUND

FOR THE YEAR ENDED 31 DECEMBER 2018

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME (continued)

Note

(Loss)/gain before investment (loss)/
gain and exchange differences

Investment (loss)/gain and exchange differences
Net unrealised (loss)/gain on investments

Net realised gain on investments

Foreign exchange differences, net

(Loss)/profit before tax

Withholding tax 4
(Loss)/profit for the year

Other comprehensive income for the year, net of tax

Total comprehensive income for the year

12

Guotai Junan Greater
China Growth Fund

Guotai Junan
Equity Income Fund

Year ended Year ended Year ended Year ended
31 December 31 December 31 December 31 December
2018 2017 2018 2017

HK$ HK$ HKS$ HK$

( 1,081,693) ( 1,362,615) ( 197,495) 1,392,741
(15,643,732) 11,040,764 (59,429,881) 67,667,265
5,347,187 9,019,962 23,036,460 31,889,234
9,289 ( 4,310) 12,181 1,563
(10,287,256) 20,056,416 (36,381,240) 99,558,062
(11,368,949) 18,693,801 (36,578,735) 100,950,803
( 49,606) ( 62,885) ( 301,577) ( 365,514)
(11,418,555) 18,630,916 (36,880,312) 100,585,289
(11,418,555) 18,630,916 (36,380,312) 100,585,289
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GUOTAI JUNAN INVESTMENT FUNDS
-GUOTAI JUNAN GREATER CHINA GROWTH FUND
-GUOTAI JUNAN EQUITY INCOME FUND

FOR THE YEAR ENDED 31 DECEMBER 2018

STATEMENT OF FINANCIAL POSITION (continued)

Number of units in issue

Net asset value per unit

Guotai Junan Assets (Asia) Limited

Notes
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Guotai Junan Greater
China Growth Fund

Year ended
31 December

Year ended
31 December

Guotai Junan
Equity Income Fund

Year ended
31 December

Year ended
31 December

2018 2017 2018 2017
HKS$ HKS$ HK$ HK$
755,062.82 809,075.14 3,632,592.69 2,862,532.33
78.03 93.25 105.77 127.42

HSBC Institutional Trust Services (Asia) Limited



GUOTAI JUNAN INVESTMENT FUNDS
-GUOTAI JUNAN GREATER CHINA GROWTH FUND
-GUOTAI JUNAN EQUITY INCOME FUND

FOR THE YEAR ENDED 31 DECEMBER 2018

STATEMENT OF CHANGES IN EQUITY

Guotai Junan Greater China Growth Fund

At 1 January 2017
Redemption of units

Total comprehensive income for the year

At 31 December 2017 and 1 January 2018
Redemption of units
Subscription of units

Total comprehensive income for the year

At 31 December 2018

Guotai Junan Equity Income Fund

At 1 January 2017

Subscription of units

Redemption of units

Total comprehensive income for the year

Distribution to unitholders

At 31 December 2017 and 1 January 2018
Subscription of units

Redemption of units

Total comprehensive income for the year

Distribution to unitholders

At 31 December 2018

15

Total equity
HKS$

82,806,608
( 25,994,488)

_ 18,630,916

75,443,036
(22,344,655)
17,239,765

(11,418,555)

58,919,591

Total equity
HK$

275,798,430
5,207,686
(5,570,669)
100,585,289
( 11,280,973)
364,739,763
409,405,555
(326,352,514)
(36,880,312)
(26,702,880)

384,209,612



GUOTAI JUNAN INVESTMENT FUNDS
-GUOTAI JUNAN GREATER CHINA GROWTH FUND
-GUOTAI JUNAN EQUITY INCOME FUND

FOR THE YEAR ENDED 31 DECEMBER 2018

DISTRIBUTION STATEMENT

Guotai Junan Greater China Growth Fund

Undistributed income at 1 January 2017

Total comprehensive income for the year

Less: Net change in unrealised gain on investments
Undistributed income before distribution

Transfer to capital

Undistributed income at 31 December 2017 and 1 January 2018
Total comprehensive income for the year

Less: Net change in unrealised loss on investments

Undistributed income before distribution

Transfer to capital

Undistributed income at 31 December 2018
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Total equity
HKS$

18,630,916
(11,040,764)
7,590,152

( 7,590,152)

(11,418,555)
15,643,732
4,225,177

( 4,225,177)



GUOTAI JUNAN INVESTMENT FUNDS
-GUOTAI JUNAN GREATER CHINA GROWTH FUND
-GUOTAI JUNAN EQUITY INCOME FUND

FOR THE YEAR ENDED 31 DECEMBER 2018

DISTRIBUTION STATEMENT (continued)

Guotai Junan Equity Income Fund

Undistributed income at 1 January 2017

Total comprehensive income for the year

Less: Net change in unrealised gain on investments
Undistributed income before distribution

Distributions to unitholders

Transfer to capital

Undistributed income at 31 December 2017 and 1 January 2018
Total comprehensive income for the year

Add: Net change in unrealised loss on investments

Undistributed income before distribution
Distributions to unitholders

Transfer to capital

Undistributed income at 31 December 2018
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Total equity
HK$

100,585,289

( 67,667,265)

32,918,024

( 11,280,973)

( 21,637,051)

( 36,880,312)

59,429,881

22,549,569

( 26,702,880)

4,153,311



































































































