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For the year ended 31 December 2021
INVESTMENT MANAGER'S REVIEW
MARKET REVIEW

Following a bumpy 2020, 2021 is a choppy year which is rife with twists and turns. From Delta to Omicron, variants of
the COVID-19 still tortured economies and threated millions of lives. Inflation, regulation, and reopening were the
major themes for the real economy and the equity market.

US recorded a year of economic recovery with hiccups brought by the COVID-19 variants. The US GDP was up 5.7%
in 2021, the strongest growth rate since 1984. The US unemployment rate dropped to 3.9% in December, the lowest
since February 2020. The Fed maintained an accommodative stance by reiterating the inflation was transitory in the
first half of 2021. However, the widespread of Delta and Omicron led the Fed’s stance began to waver. Despite growing
vaccination rates, the characteristics of high infectivity and immune evasion enabled Omicron to conquer the globe
quickly and became the dominating variant. The outbreaks disrupted economic activities and intensified the supply-
demand imbalance, inducing surging inflationary pressures which raised investors’ concern on faster tapering and rate
hikes. Overall, 2021 was a bullish year for the US equity market with major indices hitting record highs. The S&P 500,
the Dow, and the Nasdaq Composite rallied 26.9%, 18.7%, 21.4%, respectively.

A-share market suffered huge volatilities on the back of economic slowdown, regulatory tightening, and the
ripple effect of Evergrande. Thanks to wide vaccination and strict quarantine measures, China was less
affected by the pandemic compared to others. Strong economic data suggested a smooth recovery in the first
half of 2021, whereas the growth slowed in the second half due to the disruption of sporadic COVID-19
outbreaks and power shortage in some areas. New sets of regulation were introduced in many industries,
including after-school tutoring, Internet, media, healthcare, fintech, property, and carbon emissions. For
instance, information securities and social responsibilities are the key points of regulatory guidance for
Internet giants. Meanwhile, Beijing was shifting governance priorities from only pursuing growth to
balancing growth, equality, and sustainability. President Xi stressed to promote common prosperity amid the
high-quality development to narrow China’s widening wealth gap by a mix of policy initiatives, market
forces, and philanthropy. Throughout the year, the CSI300 Index dropped by -5.2%, while the ChiNext
Index outperformed and rallied by 12%.

For China property, policy tightening on the financing channels of private property developers led to serious
and broad-based solvency issues, triggering rounds of selloffs in related sectors. A number of investors were
discussing whether Evergrande was China’s Lehman Moment. Considering the ripple effect and the
property-driven economic growth, the PBOC then asked banks to maintain steady and orderly supply of
mortgage and property developer loans to prevent and defuse systematic financial risks. Towards the year
end, policymakers issued a notice to encourage banking financial institutions to provide financial support
and services for mergers and acquisitions of key real estate enterprises to dissolve risks, alleviating some
worries on the sector.

HK local economy recovered moderately as the pandemic was largely under control. Full year GDP growth
rebounded to 6.4% in 2021 after two years contraction. The unemployment rate continued sliding to 3.9% in
the fourth quarter, the lowest jobless rate since February 2020. Retail sales rose 3.4% YoY in December, the
eleventh straight month of rising. However, the recovery was unstable and uneven, and the highly uncertain
investing environment has led to a surge in equity risk premium for the offshore China equity market,
particularly in the second half of 2021. Investors’ concern was focusing on regulatory uncertainties, the
ripple effect of property developers’ solvency issues, and faster-than-expected tapering. Many investors
became quite risk averse and trimmed their exposure accordingly. As a result, the HSI and the HSCEI, two
of the most underperforming market indices in 2021, slumped by 14.1% and 23.3%, respectively.
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For the year ended 31 December 2021
INVESTMENT MANAGER'S REVIEW (continued)
MARKET REVIEW (continued)

In addition, the fundamental of Hong Kong bourse continued to improve. More and more new economy
names were listed in Hong Kong, with a number of secondary listings of Chinese ADRs due to
nonfundamental reasons. The total turnover value for the Hong Kong market reached HK$41.1 trillion in
2021, representing a 28.3% growth YoY.

OUTLOOK & INVESTMENT STRATEGY

For the US, the low interest rate environment and the money pouring into the equity market fueled the bull
in 2021. In other words, the vast majority of the rally was driven by multiple expansion instead of earnings
growth. Therefore, the stretched valuation will be very sensitive and vulnerable if the interest rate goes up,
especially for those long-duration growth names as they usually have no current earnings and their
valuations are supported by discounted future cashflow estimates. Looking forward, the soaring inflation
indicates quicker tapering and rate hikes are probably on the way, and the Fed may have to aggressively
tighten monetary policy beginning in March to combat persisting inflation pressures. Therefore, in short
term, we believe the equity market will be volatile given the hawkish Fed stance. Key events to watch are
inflation, the FOMC meetings, and nonfarm payrolls.

Pandemic wise, the number of new daily cases in the US skyrocketed to historical highs. Though the highly
contagious Omicron variant generally produced milder symptoms than previous strains, officials said the
pandemic was not over, and many healthcare systems were still struggling to take care of patients. On the
positive side, the FDA has issued an emergency use authorization (EUA) for Pfizer’s and Merck’s oral pills
for the treatment of mild-to-moderate COVID-19 in adults and pediatric patients, which offered a glimmer
of hope to the reopening of the economy. The pace of US economic recovery will mainly depend on policy
supports and the effectiveness of remedies against COVID-19 variants.

In the politburo meeting and the Central Economic Work Conference, policymakers stated China’s
economic growth was under enormous pressure, and they promised to support the economy by counter-
cyclical measures. Later, the PBOC announced to cut reserve requirement ratio by 0.5% for the second time
in 2021 to boost economic growth amid growing headwinds. Looking ahead, ensuring stability is the top
priority for 2022 economic work. To counteract an internal slowdown and external challenges, we expect
more supporting policies to help SMEs, boost infrastructure, and facilitate certain sectors with huge potential
in long run, such as new energy and semiconductor. We are cautiously optimistic with the long-term
development of Greater China, although the COVID-19 variants still arouse concerns on the pace of
recovery. In short term, we think certain cyclical (energy, materials, financials) names will outperform on
the back of inflation expectation and sector rotations. Key events to watch are rate cuts (RRR, MLF, LPR)
and the 2022 two sessions in Beijing.

In our perspective, HK local economy still faces some uncertainties (say the outbreak of Omicron variant).
For Hong Kong equity market, we think it will show some resilience under this challenging environment
given its underperformance in 2021, and we have been looking for opportunities in certain names with solid
long-term prospects and more reasonable valuation after the selloff. Meanwhile, we will keep flexible cash
level to catch up opportunities from market fluctuations.
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INVESTMENT MANAGER'S REVIEW (continued)

OUTLOOK & INVESTMENT STRATEGY (continued)

As we mentioned previously, the increase in turnover value is critical for Hong Kong bourse since liquidity
has been a drawback in the past. As more new economy names enter HK in the coming years, the overall
attractiveness of listed firms will further improve. Moreover, considering the ongoing nonfundamental
reasons, we expect a growing number of secondary listings of Chinese ADRs. A more diversified Hong

Kong bourse with better liquidity condition can cater for the needs of different types of investors in the
future.

To conclude, although the WHO forecasts the pandemic will end in 2022, there's still a long way to go. We
prefer companies with strong execution power and large total addressable market relative to the current
penetration rate. We think those with powerful execution can certainly grab more market from weaker players
when the competition intensifies, and we believe the fundamental will act as the major driver of price direction
in long-run. Last but not least, we will position ourselves between value and growth to attain the optimal risk-
reward.

SUB-FUND’S PERFORMANCE

GUOTAI JUNAN GREATER CHINA GROWTH FUND

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

Performance table

P ¢ Fromltss N Jan - Dec 2021 Since Inception
Rate of Return (%) * Rate of Return (%)
Hang Seng China-Affiliated Total Return Index 8.7% 3.7%
Taiwan Taiex Total Return Index 23.3% 241.5%
Hang Seng China Enterprises Total Return Index -21.2% -19.7%
Hang Seng Total Return Index -11.8% 37.9%
MSCI Golden Dragon Total Return Index -9.6% 87.9%
Guotai Junan Greater China Growth Fund -6.0% 22.5%
MSCI China Daily Total Return Index -21.6% 38.5%

* Ranked by the total returns of indices for the Fund for Jan - Dec 2021.

The total return of the Guotai Junan Greater China Growth Fund (“GJGC” hereafter) decreased by 6% in 2021,
and recorded a profit of 22.5% since inception i.e. 19 Nov 2007.

In 2021, GJGC outperformed the total returns of the Hang Seng Index (“HSI”) and Hang Seng China
Enterprises Index (“HSCEI”) by 5.8% and 15.2% respectively.

As of the end of 2021, GJGC’s portfolio was well diversified. Among all exposure, energy, utilities, and
communication services were the top weighed sectors, which made up of 21.4%, 14.2% and 11.8% of the
NAV respectively.

Guotai Junan Assets (Asia) Limited
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REPORT OF THE TRUSTEE

We hereby confirm that, in our opinion, the Manager of the Sub-Fund has, 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 2021.

HSBC Institutional Trust Services (A
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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 2021, 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 2021 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 Jor the audit of the
Jfinancial 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 concern
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.

In 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.

*  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\

Certified Public ountants
Hong Kong
25 April 2022

A member firm of Ernst & Young Global Limited
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STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

Year ended 31 December 2021

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

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

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

Foreign exchange differences

Investment (loss)/gain and exchange differences

(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

10

2021 2020

HKS$ HKS$
7,560,590 613,172
210 111
7,560,800 613,283
468,000 468,000
44,760 18,706
133,849 134,107
145,020 146,020
2,172,951 390,318
2,786,664 1,163,547
171,201 102,914
45,460 44,290

- 42,240

217,221 167,147
6,185,126 2,677,289
1,375,674 (2,064,006)
(30,687,061) 22,380,258
12,105,789 7,800,527
30,245 (2,486)
(18,551,027) 30,178,299
(17,175,353) 28,114,293
(607,487) (26,538)
(17,782,840) 28,087,755
(17,782,840) 28,087,755
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STATEMENT OF FINANCIAL POSITION

31 December 2021

Assets

Financial assets at fair value through profit or loss
Dividend receivables

Due from brokers

Interest receivables

Cash and bank balances

Total assets

Liabilities
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

11

Notes

2021
HKS$

160,727,330

1
31,116,415

191,843,746

567,802

567,802

191,275,944

191,843,746

1,610,078.55

118.80

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

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

Year ended 31 December 2021

At 1 January 2020
Redemption of units
Subscription of units

Total comprehensive income for the year

At 31 December 2020 and 1 January 2021
Redemption of units
Subscription of units

Total comprehensive income for the year

At 31 December 2021

12

HKS$
73,363,103
(14,133,115)

7,562,970

28,087,755

94,880,713
(7,488,840)

121,666,911

(17,782,840)

191,275,944
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STATEMENT OF CASH FLOWS

Year ended 31 December 2021

Cash flows from operating activities

(Loss) profit before tax

Adjustments for:

Net change in unrealised loss/(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
Increase/(decrease) in other payables and accruals
Interest received
Dividend received
Withholding tax paid

Net cash flows (used in)/from operating activities

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

Net cash flows generated from/(used in) financing activities

Net increase/(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
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2021
HKS$

(17,175,353)
30,687,061

(12,105,789)
(210)

(7,560,590)

(6,154,881)

(615,699,363)

525,567,562
641,014
142,951

209
7,566,007
(607,487)

(88,543,988)

121,666,911

(7,488,840)
114,178,071

25,634,083

5,482,332

31,116,415

31,116,415

2020
HK$

28,114,293

(22,380,258)
(7,800,527)
(111)
(613,173)

(2,679,775)

(113,088,557)

120,194,033
1,364,636
(307,607)
119
610,277
(26,538)

6,066,588

7,562,970

(14,133,115)
(6,570,145)

(503,557)

5,985,889

5,482,332

5,482,332
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STATEMENT OF DISTRIBUTION

Year ended 31 December 2021

HKS
Undistributed income at 1 January 2020 -
Total comprehensive income for the year 28,087,755
Less: Net change in unrealised gain on investments (22,380,258)
Undistributed gain before distribution 5,707,497
Transfer to capital (5,707,497)
Undistributed income at 31 December 2020 and 1 January 2021 -
Total comprehensive loss for the year (17,782,840)
Less: Net change in unrealised loss on investments 30,687,061
Undistributed gain before distribution 12,904,221
Transfer to capital (12,904,221)
Undistributed income at 31 December 2021 -

14





































































