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GUOTAI JUNAN INVESTMENT FUND
- GUOTAI JUNAN GREATER CHINA GROWTH FUND

For the year ended 31 December 2020
INVESTMENT MANAGER'S REVIEW

MARKET REVIEW

2020 was an unprecedented and unpredictable year for both the real economy and the equity market. The outbreak of
COVID-19 was the black swan event which tortured the economy and threated millions of lives. Because of prolonged
lockdowns and suspension of economic activities, global GDP growth was expected to decline by close to 5% -- the
worst since global depression. The Nasdaq once dived by a third in the first quarter due to illiquidity and the lack of
confidence; however, we experienced epic rebounds in the rest of the year. The strong rally was partly attributed to the
expectation that global economy might begin to bottom when more vaccines became available. Most importantly,
investors expected Central governments to adopt loose monetary policies and aggressive fiscal stimulus. In 2020, the
S&P 500, the Dow, and the Nasdaq Composite rose 16.26%, 7.25%, 43.64%, respectively.

Unlike other countries, China was the first to a full-scale lockdown. Thanks to the strict and determined
implementations, China was also the first to recover from the economic trough. Despite the sharp decline in 1Q20 GDP
growth, China still managed to post a 2% full-year growth — probably the only country in the positive territory.
Considering ongoing Sino-US tension, policy makers formulated further supports to stimulate Chinese domestic
demand (Urbanization 2.0, higher disposable income, less inequality), technology innovation (digitalization, big data,
Al 5G), green environment (carbon neutrality), and capital market reform (further market open up, expanding the

registration IPO system to the mainboard). Despite the huge sell-off in March, CSI300 posted a decent return of 27.2%
in 2020.

While certain Internet giants, healthcare firms, and fast-growing consumption companies performed well, the Hang
Seng Index performed quite disappointingly over the past two years. It relies heavily on Hong Kong financials (such
as HSBC, Hang Seng Bank, Bank of China Hong Kong) and Hong Kong real estate companies (Sun Hung Kai, Link
REIT). Waves of COVID-19, the aftermath of social unrests, and Sino-US tension tortured local enterprises. As aresult,
the Hang Seng Index underperformed most Asian equity indices, sliding 0.29% in 2020.

Through the year, we saw some fundamental changes for the Hong Kong bourse. Firstly, the total turnover value for
the Hong Kong market reached HK$32 trillion in 2020, representing a 51% growth YoY. On a monthly basis, we saw
gradual improvements as well. Southbound inflows also got stronger. As liquidity has been a drag in the past, the
attractiveness of listed firms would further improved, especially for some underpriced companies. Secondly, due to the
risk of delisting in US, some Chinese companies have come back to Hong Kong successfully, including Alibaba,
JD.com, and NetEase. More secondary listings are coming back to Hong Kong. Besides, a large number of
privatizations or M&As occurred in 2020, the highest in the past few years, reflecting a distressed Hong Kong market.
A more diversified Hong Kong bourse can cater for the needs of different types of investors in the future.

For Taiwan market, thanks to effective quarantine measures, the pandemic situation was generally in control, and the
economic recovery went smoothly. The THS Markit Taiwan Manufacturing PMI increased to 59.4 in December, the
sixth straight month of rise in factory activity and the strongest reading since January 2011. The export orders surged
29.7% YoY to a new all-time high, due to strong global demand for technology products for remote working and
learning and new smartphones. Consequently, fundamental improvements and risk-on sentiment push Taiwan market
to historical-high, ending with a 22.8% gain for TAIEX in 2020.
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For the year ended 31 December 2020
INVESTMENT MANAGER'S REVIEW (continued)
MARKET OUTLOOK

We are cautiously optimistic on the Greater China market in short-term, although the COVID-19 still arouse concerns
on the pace of global recovery. Meanwhile, we believe the fundamental will act as the major driver of market direction
in long-term, and we will keep flexible cash level to benefit from temporary sell-off opportunities.

For China, we expect 2021 to be characterized by economic recovery followed by policy normalization, with China’s
economy entering a period of stable leverage following notable re-levering in 2019-2020. While credit growth may
slow and interest rates may trend higher, stronger corporate profit and household income should restore balance sheets.
These reflationary trends put Chinese financial and value stocks in a sweet spot. At the same time, we expect more
supporting policies to be released to facilitate certain sectors with huge potential in long run, such as new energy and
semiconductor. Those leading sectors, such as consumers, information technology, and pharmaceuticals, will deliver
satisfied full-year results thanks to the strong demand. “New economy” such as e-Commerce and 5G will keep
benefitting from the technology upgrades and the pandemic. Therefore, we think a balanced approach between growth
and value would be appropriate.

SUB-FUND’S PERFORMANCE

GUOTAI JUNAN GREATER CHINA GROWTH FUND
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For the year ended 31 December 2020
INVESTMENT MANAGER'S REVIEW (continued)
SUB-FUND’S PERFORMANCE (continued)

Performance table

Jan - Dec 2020 Inftl:[])iieon
Index / Fund's Name Rate of
Rate of Return (%) Return (%)

Hang Seng China-Affiliated Total Return Index -12.9% -4.6%
Taiwan Taiex Total Return Index 27.1% 177.0%
Hang Seng China Enterprises Total Return Index 0.0% 1.9%
Hang Seng Total Return Index -0.3% 56.4%
MSCI Golden Dragon Total Return Index 25.8% 107.8%
Guotai Junan Greater China Growth Fund 42.3% 26.4%
28.3% 76.6%

MSCI China Daily Total Return Index

* Ranked by the total returns of indices for the Fund for Jan - Dec 2020.

The total return of the Guotai Junan Greater China Growth Fund (“GJGC” hereafter) increased by 42.3% in 2020, and

recorded a profit of 26.4% since inception i.e. 19 Nov 2007.

In 2020, GJGC outperformed the total returns of the Hang Seng Index (“HSI”) and Hang Seng China Enterprises Index

(“HSCEI”) by 42.6% and 42.3% respectively.

As ofthe end 0f 2020, GJGC’s portfolio was well diversified. Among all exposure, consumer discretionary, health care,
and industrials were the top weighed sectors, which made up of 34.6%, 16.5% and 7.9% of the NAV respectively.
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For the year ended 31 December 2020
INVESTMENT MANAGER'S REVIEW (continued)
INVESTMENT STRATEGY

As we have mentioned above, the increase in turnover value has an important implication for the Hong Kong bourse.
Over the past few years, growth companies performed very well as investors have been focusing on structural growth
stories. Companies like Tencent, Meituan, and Xiaomi attracted much attention, and they accounted for a meaningful
portion of daily turnover. It is foreseeable that more new economy companies will be listed in the Hong Kong market
in the coming years, which will further boost market participation. Coupled with depressed valuation and a weakening
USD (or a strengthening RMB) due to momentum money printing, there should be more inflows into the Hong Kong
market going forward.

For Taiwan, the economic recovery is well on track. Although geopolitical uncertainties may affect the development
of Taiwan, we are optimistic with Taiwanese market in long run. Given TSMC has gained dominance in the next
generation semiconductor technology against Samsung and Intel, the global demand for 5G technology, high
performance computing, and data centers will be even stronger post the pandemic. Consequently, this will benefit the
whole Taiwan tech supply chain and the tech dominated TAIEX Index.

While the current situation is stable in China, other major economies are still suffering from the pandemic more or less.
It seemed a long way for the rest of the world. We expect a divergence of economic conditions worldwide in 2021,
depending on the progress of fighting against COVID-19. Overall, we will position ourselves between growth and
value to attain the optimal risk-reward.

Guotai Junan Assets (Asia) Limited
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For the year ended 31 December 2020
REPORT OF THE TRUSTEE
We hereby confirm that, in our opinion, the Manager of the Sub-Fund hés, in all material respects, managed the Sub-

Fund in accordance with the provisions of the Trust Deed dated 29 August 2007 as amended and supplemented from
time to time (the “Trust Deed”), for the year ended 31 December 2020.

HSBC Institutional Trust Services (Asia) Limited
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Independent auditor’s report

To the Manager and the Trustee of
Guotai Junan Greater China Growth Fund,
(A sub-fund of Guotai Junan Investment Fund, an umbrella unit trust established under the laws of Hong Kong)

Report on the audit of the financial statements
Opinion

We have audited the financial statements of Guotai Junan Greater China Growth Fund (the "Sub-Fund") set out on
pages 10 to 31, which comprise the statement of financial position as at 31 December 2020, and the statement of profit
or loss and other comprehensive income, the statements of changes in equity, the statement of cash flows and the
statement of distribution for the year then ended, 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 the Sub-Fund as at 31
December 2020 and of its financial performance and its 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 for the audit of the
financial statements section of our report. We are independent of the Sub-Fund in accordance with the HKICPA’s
Code of Ethics for 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.

Information other than the financial statements and auditor’s report thereon

The Manager and the Trustee of the Sub-Fund 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-Fund 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
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Independent Auditor’s Report (continued)
Responsibilities of the Manager and the Trustee for the financial statements

The Manager and the Trustee of the Sub-Fund 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-Fund’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concem
basis of accounting unless the Manager and the Trustee either intend to liquidate the Sub-Fund or to cease operations,
or have no realistic alternative but to do so.

Tn addition, the Manager and the Trustee of the Sub-Fund is 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, as
amended and supplemented from time to time (the "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-Fund’s 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
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Independent Auditor’s Report (continued)
Auditor’s responsibilities for the audit of the financial statements (continued)

«  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-Fund’s 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-Fund to cease to continue as a going concern.

o 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.

v M
ertified Public Ag¢ountants

Hong Kong

21 April 2021

A member firm of Ernst & Young Global Limited



GUOTAI JUNAN INVESTMENT FUND
- GUOTAI JUNAN GREATER CHINA GROWTH FUND

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

Year ended 31 December 2020

Notes

INCOME
Dividend income
Interest income

EXPENSES

Trustee fees 3
Bank charges

Valuation fees

Auditor’s remuneration

Brokerage and handling fees 3
Management fees 3
Transaction fees

Registrar fees 3
Legal and professional fees

Miscellaneous expenses

Loss before investment gain/(loss) and
exchange differences

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

Net realised gain on investments

Foreign exchange differences

Investment gain/(loss) and exchange differences

Profit before tax

Withholding tax 4

Profit for the year

Other comprehensive income for the year, net of tax

Total comprehensive income for the year

10

28,087,755

2020 2019
HKS$ HKS$
613,172 1,118,256
111 33,018
613,283 1,151,274
468,000 468,000
18,706 15,431
134,107 134,374
146,020 198,980
390,318 305,511
1,163,547 952,328
102,914 115,800
44,290 43,705
42,240 567,642
167,147 237,048
2,677,289 3,038,819
(2,064,006) (1,887,545)
22,380,258 8,657,576
7,800,527 946,996
(2,486) (1,860)
30,178,299 9,602,712
28,114,293 7,715,167
(26,538) (35,405)
28,087,755 7,679,762

7,679,762



GUOTAI JUNAN INVESTMENT FUND

- GUOTAI JUNAN GREATER CHINA GROWTH FUND

STATEMENT OF FINANCIAL POSITION

_ 31 December 2020

Assets

Financial assets at fair value through profit or loss
Dividend receivables

Due from brokers

Interest receivables

Cash and bank balances

Total assets

Liabilities

Financial liabilities at fair value through profit or loss
Other payables and accruals

Total liabilities

Equity
Net assets attributable to unitholders

Total liabilities and equity

Number of units in issue

Net asset value per unit

Guotai Junan Assets (Asia) Limited

Notes

2020
HKS

89,176,801
5,417
641,014

5,482,332

95,305,564

424,851

424,851

94,880,713

95,305,564

750,636.30

126.40

2019
HKS$

66,208,692
2,522
2,005,650
8

5,985,889

74,202,761

107,200

732,458

839,658

73,363,103

74,202,761

825,747.65

88.84

HSBC Institutional Trust Services (Asia) Limited
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STATEMENT OF CHANGES IN EQUITY

Year ended 31 December 2020

HKS$
At 1 January 2019 58,919,591
Redemption of units (13,961,205)
Subscription of units 20,724,955
Total comprehensive income for the year 7,679,762
At 31 December 2019 and 1 January 2020 73,363,103
Redemption of units (14,133,115)
Subscription of units 7,562,970
Total comprehensive income for the year 28,087,755
At 31 December 2020 94,880,713

12



GUOTAI JUNAN INVESTMENT FUND

- GUOTAI JUNAN GREATER CHINA GROWTH FUND

STATEMENT OF CASH FLOWS

Year ended 31 December 2020

Cash flows from operating activities

Profit before tax

Adjustments for:

Net change in unrealised gain on investments
Net realised gain on investments

Interest income

Dividend income

Payments on purchases of financial assets

and liabilities at fair value through profit or loss
Proceeds from disposals of financial assets

and liabilities at fair value through profit or loss
Decrease in amounts due from brokers
(Decrease)/increase in other payables and accruals
Decrease in amounts due to brokers
Interest received
Dividend received
Withholding tax paid
Net cash flows from/(used in) operating activities

Cash flows from financing activities
Proceeds from issuance of units
Payments on redemption of units

Net cash flows (used in)/from financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year

Analysis of balances of cash and cash equivalents

Bank balances

2020 2019
HKS$ HKS$
28,114,293 7,715,167
(22,380,258) (8,657,576)
(7,800,527) (946,996)
(111) (33,018)
(613,172) (1,118,256)
(2,679,775) (3,040,679)
(113,088,557) (96,647,188)
120,194,033 84,208,527
1,364,636 3,988,903
(307,607) 434,043
. (634,816)
119 33,144
610,277 1,115,734
(26,538) (35,405)
6,066,588 (10,577,737)
7,562,970 20,724,955
(14,133,115) (13,961,205)
(6,570,145) 6,763,750
(503,557) (3,813,987)
5,985,889 9,799,876
5,482,332 5,985,889
5,482,332 5,985,389

13



GUOTAI JUNAN INVESTMENT FUND
- GUOTAI JUNAN GREATER CHINA GROWTH FUND

STATEMENT OF DISTRIBUTION

Year ended 31 December 2020

Undistributed income at 1 January 2019

Total comprehensive income for the year

Less: Net change in unrealised gain/(loss) on investments
Undistributed loss before distribution

Transfer from capital

Undistributed income at 31 December 2019 and 1 January 2020
Total comprehensive income for the year

Less: Net change in unrealised gain on investments

Undistributed gain before distribution

Transfer to capital

Undistributed income at 31 December 2020

14

HK$

7,679,762

(8,657,576)

(977,814)

977,814

28,087,755

(22,380,258)

5,707,497

(5,707,497)














































































