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The next five-year plan
After the Politburo Committee on 12 October 2015, the date of the fifth Plenum was set for
26-29 October in Beijing to discuss the development plan for the next five years (amendment
from our earlier indication of 15-18 October, citing from the local press). The party is
expected to approve a draft of the national economic and social development program from
2016 to 2020 during the meeting. The meeting is extremely important for China with a view
of taking China's State-Owned Enterprises (SOE) to the next stage of its development:
profit-driven global players. The full plan will then be sent to the National People’s Congress
for rubber-stamp approval in March 2016, before each region and industry comes up with its
own, more detailed plan.
It’s not blank talk – reform in action
Many speculate whether the Chinese government will actually implement reform amongst
the SOE. In the past months, the market has seen several types of SOE reform, including
company and industry restructuring as well as mergers and a uisitions. oo ing ahead we
e pe t to hear ore news on the topi before and after the eeting dates. The event should
help investor senti ent whi h will be a strong driving for e for the ar et and our und’s
perfor an e.
Here are some examples of SOE Reform news:






Company restructuring: There will be ore infor ation about the progress of China
verbright s
disposal of its sta e of China verbright an to China
verbright roup.
Mergers and acquisitions: News of a merger between two large shipping
conglomerates, China shipping Group and COSCO Group with a view to ultimately
reduce the capacity in the shipping sector.
Industry reform: An example will be the telecom sector where the formation of
"Tower Company" should help the operations of the weaker players China Unicom
(762 HK) and China Telecom (728 HK). Last week there were more talks about the
details of said "Tower Company" which resulted in strong buying interest in our
telecom holdings (about 12% of the Fund). For the past four days fro
to
tober China Unicom and China Telecom were up 13.4% and 8.5% respectively,
compared to a 2.0% drop in China Mobile (941 HK) and a meager 0.5% increase for
H-Share index.
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Chart 1. Top 10 Holdings as at end of September 2015

Holding

%

Nature of Business

China Taiping Insurance Holdings Co Ltd

6.75

One of the largest life insurance companies
in China

New China Life Insurance Co Ltd - H
Share

6.23

One of the largest life insurance companies
in China

Sinotrans Ltd - H Share

6.18

An SOE reform candidate in logistic sector

China Unicom (HK) Ltd

5.78

A red chip benefits from reform of telecom
industry

China Everbright Ltd

5.35

A China Fund Manager and an SOE reform
candidate

China Telecom Corp Ltd - H Share

5.25

A telecom leader benefits from reform of
telecom industry

SIIC Environment Holdings Ltd

4.70

An SOE waste water treatment company

China Aircraft Leasing Group

4.62

A fast growing aircraft leasing company in
China

China Travel International Investment

4.51

An investment holding company, offering
tourism and travel agency services

Shenzhen International Holding

4.46

An RMB internationalization play

Re-iterating our positive view on SOE reform
We believe that China's October policy meeting will bring excitement to the market as it will
finalise the details of reform plans for the 13th Five Year Plan (2016-2020); streamlining
corporate structures, increasing efficiency as well as introducing a profit-driven culture. This
will resolve the overcapacity problem for some industries and improve the return on equity of
Chinese corporates, and hence lower the equity risk premium of investing in the Chinese
market. These positive policy developments should benefit our und’s S
holdings through
further re-ratings, which could happen at any time. Our Fund is currently in a more favorable
situation, given our earlier positioning – at the end of September our allocations were 38%
H-shares and 40% Red Chip.

For Institutional, Qualified, Accredited and Professional Investors Only

Note: Past performance is not necessarily a guide to the future. Returns may increase or decrease as a result of currency
fluctuations. Performance is net of fees. Please refer to the Prospectus for further information on this Fund and prior to any
subscription.
Sources: New Capital Fund Management, Bloomberg. Unless otherwise stated all data as of 25 August 2015.
This document does not constitute and shall not be construed as a prospectus, public offering or placement of, nor a recommendation
to buy, sell, hold or solicit, any investment, security, other financial instrument or other product or service. It is not intended to be a final
representation of the terms and conditions of any investment, security, other financial instrument or other product or service. This
document is for general information only and is not intended as investment advice or any other specific recommendation as to any
particular course of action or inaction. The information in this document does not take into account the specific investment objectives,
financial situation, tax situation or particular needs of the recipient. You should seek your own professional advice (including tax advice)
suitable to your particular circumstances prior to making any investment or if you are in doubt as to the information in this document.
This document contains material that may be interpreted in the country in which this document has been communicated as a financial
promotion and/or advertisement in relation to investment services, securities or other investments. Accordingly, the information in this
document is only intended to be viewed by persons who fall outside the scope of any law that seeks to regulate financial promotions
and/or advertisements in the country of your residence or in the country in which this document has been communicated. If you are
uncertain about your position under the laws of the country in which this document has been communicated then you should seek
clarification by obtaining legal advice.
Although information in this document has been obtained from sources believed to be reliable, no member of the EFG group represents
or warrants its accuracy, and such information and/or investment research may be inaccurate, incomplete or condensed. Any opinions
in this document are subject to change without notice. This document may contain personal opinions which do not necessarily reflect
the position of any member of the EFG group. To the fullest extent permissible by law, no member of the EFG group shall be
responsible for the consequences of any errors or omissions herein, or reliance upon any opinion or statement contained herein, and
each member of the EFG group expressly disclaims any liability, including (without limitation) liability for incidental or consequential
damages, arising from the same or resulting from any action or inaction on the part of the recipient in reliance on this document.
The value of investments and the income derived from them can fall as well as rise, and any reference to past performance is no
indicator of current or future performance. Any past performance data for collective investment schemes may not take account of the
commissions and costs incurred on the issue and redemption of shares. Income from an investment may fluctuate. Investment products
may be subject to investment risks involving, but not limited to, possible loss of all or part of the principal invested. The risk of loss from
investing in commodity and financial futures, foreign exchange contract securities, warrants and index contracts and options can be
substantial.
The publication or availability of this document in any jurisdiction or country may be contrary to local law or regulation and persons who
come into possession of this document should inform themselves of and observe any restrictions. No distribution of this information to
anyone other than the designated recipient is intended or authorized. This document may not be reproduced, disclosed or distributed (in
whole or in part) to any other person without prior written permission from an authorised member of the EFG group.
The infor ation ontained in this do u ent is

erely a brief su

ary of ey aspe ts of the New Capital UCITS und pl

the “ und” .

More complete information on the Fund can be found in the prospectus or key investor information document, and the most recent
audited annual report and the most recent semi-annual report. These documents constitute the sole binding basis for the purchase of
Fund units. Copies of these documents are available free of charge and may be obtained at the registered office of the Fund at
eorge’s Court
i ited “

-62 Townsend Street, Dublin 2, Ireland; in the United Kingdom from the facilities agent EFG Asset Management (UK)

AM”

e onfield ouse Curzon Street, London W1J 5JB, United Kingdom; in Germany from the German information

agent, HSBC Trinkaus & Burkhardt AG, Königsallee 21/23, 40212 Düsseldorf, Germany; in France from the French centralizing agent,
Societe Generale, 29, boulevard Haussmann – 75009 Paris, France; in Luxembourg from the Luxembourg paying agent, HSBC
Se urities Servi es

u e bourg S.A.

boulevard d’Avran hes

-1160 Luxembourg, R.C.S. Luxembourg, B28531; in Austria from

the Austrian paying and information agent, Erste Bank der oesterreichischen Sparkasse AG Graben 21, 1010 Vienna, Austria; in
Sweden from the Swedish paying agent, MFEX Mutual Funds Exchange AB, Linnégatan 9-11, 11 447 Stockholm, Sweden; and in
Switzerland from the Swiss representative, CACEIS (Switzerland) SA, Chemin de Précossy 7-9, CH-1260 Nyon and the paying agent,
EFG Bank AG, Bleicherweg 8, 8022 Zurich.
Hong Kong
This document does not constitute an offer, solicitation or invitation, publicity or any other advice or recommendation. The information
contained within this document has been obtained from sources believed to be reliable and accurate at the time of issue but no
representation or warranty, expressed or implied, is made as to the fairness, accuracy or completeness of the information. Investment
involves risk. Past performance is not indicative of future results. Before making any investment decision to invest in the Fund, you
should read the Hong Kong offering documents and especially the risk factors therein. An investment in the Fund may not be suitable
for everyone. If you are in any doubt about the contents of this document, you should consult your stockbroker, bank manager, solicitor,
accountant or other financial adviser for independent professional advice.
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This document is issued by EFG Asset Management (Hong Kong) Limited and has not been reviewed by the Securities and Futures
Co

ission “S C” in ong ong. The S C ta es no responsibility for the ontents of this state ent and

a es no representation as

to its accuracy or completeness.
Singapore
The und is not authorised or re ognised by the Monetary Authority of Singapore the “MAS” and the Shares are not allowed to be
offered to the Singapore retail public. Moreover, this document, and any other document or material issued in connection with the offer
or sale is not a prospectus as defined in the SFA. Accordingly, statutory liability under the Securities and Futures Act, Chapter 289 of
Singapore “S A” in relation to the ontent of prospe tuses would not apply. You should onsider arefully whether the investment is
suitable for you.
This document has not been registered as a prospectus by the MAS, and the offer of the Shares is made pursuant to the exemptions
under Sections 304 and 305 of the SFA. Accordingly, the Shares may not be offered or sold, nor may the Shares be the subject of an
invitation for subscription or purchase, nor may this document or any other document or material in connection with the offer or sale, or
invitation for subscription or purchase of the Shares be circulated or distributed, whether directly or indirectly, to any person in
Singapore other than under exemptions provided in the SFA for offers made (a) to an institutional investor (as defined in Section 4A of
the SFA) pursuant to Section 304 of the SFA, (b) to a relevant person (as defined in Section 305(5) of the SFA), or any person pursuant
to an offer referred to in Section 305(2) of the SFA, and in accordance with the conditions specified in Section 305 of the SFA or (c)
otherwise pursuant to, and in accordance with, the conditions of any other applicable provision of the SFA.
Where the Shares are acquired by persons who are relevant persons specified in Section 305A of the SFA, namely:
a) a corporation (which is not an accredited investor (as defined in Section 4A of the SFA) the sole business of which is to hold
investments and the entire share capital of which is owned by one or more individuals, each of whom is an accredited investor; or
b) a trust (where the trustee is not an accredited investor) whose sole purpose is to hold investments and each beneficiary of the trust is
an individual who is an accredited investor,
the shares debentures and units of shares and debentures of that orporation or the benefi iaries’ rights and interest howsoever
described) in that trust shall not be transferred within six months after that corporation or that trust has acquired the Shares pursuant to
an offer made under Section 305 of the SFA except:
1. to an institutional investor or to a relevant person as defined in Section 305(5) of the SFA, or which arises from an offer referred to in
Section 275(1A) of the SFA (in the case of that corporation) or Section 305A(3)(i)(B) of the SFA (in the case of that trust);
2. where no consideration is or will be given for the transfer; or
3. where the transfer is by operation of law.
The offer, holding and subsequent transfer of Shares are subject to restrictions and conditions under the SFA. You should consider
carefully whether you are permitted (under the SFA and any laws or regulations applicable to you) to make an investment in the Shares
and whether any such investment is suitable for you and you should consult your legal or professional advisor if in doubt.
This document has been produced by EFG Asset Management (UK) Limited for use by the EFG group and the worldwide subsidiaries
and affiliates within the EFG group. EFG Asset Management (UK) Limited is authorised and regulated by the UK Financial Conduct
Authority, registered no. 7389746. Registered address: EFG Asset Management (UK) Limited, Leconfield House, Curzon Street,
London W1J 5JB, United Kingdom, telephone +44 (0)20 7491 9111.
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