IMPORTANT NOTES:

1.

Principal Global Selection Fund Series consists of sub-funds (the “Funds”) investing in equities and/or
debt securities located in developed markets or in emerging markets. Such investments carry market,
credit, liquidity, currency, regulatory and other associated risks that can cause portfolio values to be
very volatile.

Generally, emerging market investments carry higher risks due to risks associated with higher volatility,
inadequate liquidity and additional regulatory risks. As such, the Funds that predominantly invest into
such markets may be considered speculative and they carry significant risk.

Some of the Funds may carry significant risks arising from credit, counterparty and liquidity issues
through investment in high yielding debt securities. Investors may suffer significant loss in the
value of their investment in the Funds when portfolio holdings fall below investment grade or when
counterparties default on their obligations.

Some of the Funds may have concentrated exposures in one or a select few markets making them
riskier than diversified funds.

The Funds may invest in currency forwards, financial futures, options or other derivative instruments
or structured investments such as asset backed securities which may involve additional risks including
market, counterparty or default risks, exposing the Funds to losses.

The investment decision is yours but you should not invest unless the intermediary who sells it to
you has advised you that it is suitable for you and explained why, including how buying it would be
consistent with your investment objectives.




IMPORTANT INFORMATION FOR INVESTORS

Principal Asset Management Company (Asia) Limited (the “Manager”) accepts responsibility for the information contained
in this Explanatory Memorandum as being accurate at the date of publication. However, neither the delivery of this
Explanatory Memorandum nor the offer or issue of units in the Principal Global Selection Fund Series (the “Fund”) shall
under any circumstances constitute are presentation that the information contained in this Explanatory Memorandum
is correct as of any time subsequent to such date. This Explanatory Memorandum may from time to time be updated.
Intending applicants for units should ask the Manager if any supplements to this Explanatory Memorandum or any later
Explanatory Memorandum have been issued.

Distribution of this Explanatory Memorandum must be accompanied by a copy of the latest available annual report and
accounts of the Fund and any subsequent interim report. Units are offered on the basis only of the information contained
in this Explanatory Memorandum and (where applicable) the above mentioned annual reports and accounts and interim
reports. Any information given or representations made by any dealer, salesman or other person and (in either case) not
contained in this Explanatory Memorandum should be regarded as unauthorised and accordingly must not be relied upon.

The Fund has been authorised by the Securities and Futures Commission in Hong Kong. In granting such authorisation,
the Securities and Futures Commission takes no responsibility for the financial soundness of the Fund or for the accuracy
of any of the statements made or opinions expressed in this Explanatory Memorandum. Such authorisation does not imply
that investment in the Fund is recommended by the Securities and Futures Commission.

The Fund has also been authorised by the Monetary Authority of Macao (AMCM) for distribution in Macau. No action has
been taken to permit an offering of units or the distribution of this Explanatory Memorandum in any jurisdiction other than
Hong Kong and Macau where action would be required for such purposes.

Accordingly, this Explanatory Memorandum may not be used for the purpose of an offer or solicitation in any jurisdiction or
in any circumstances in which such offer or solicitation is not authorised.

In particular:

(@ Units in the Fund have not been registered under the United States Securities Act of 1933 (as amended) and, except
in a transaction which does not violate such Act, may not be directly or indirectly offered or sold in the United States of
America, or any of its territories or possessions or areas subject to its jurisdiction, or for the benefit of a US Person (as
defined in Regulation S under such Act).

(b) The Fund has not been and will not be registered under the United States Investment Company Act of 1940 as
amended.

Potential applicants for units in the Fund should inform themselves as to (a) the possible tax consequences, (b) the legal
requirements and (c) any foreign exchange restrictions or exchange control requirements which they might encounter
under the laws of the countries of their incorporation, citizenship, residence or domicile and which might be relevant to the
subscription, holding or disposal of units in the Fund.

IMPORTANT: Investment in the Sub-Fund may involve a high degree of risk and may not be suitable for all
investors. Investors may suffer significant loss in the values of their investment in the Sub-Fund. You should
consider your own investment objectives before making an investment and read carefully the investment
objectives and policies and risk factors of the Sub-Fund in this Explanatory Memorandum. If you are in any
doubt about the contents of this Explanatory Memorandum, you should seek independent professional financial
advice.

Date of publication: 8 October 2009
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“Business Day”

“connected person”

“Dealing Day”

“Fund”
“HK$” and “HK dollars”
“Hong Kong”

“Initial Period”

“Manager”
«SEC”
“SFO”

“Sub-Fund”

“Trust Deed”
“Trustee”

“«Ynit”

“Unitholder”
“US$” and “US dollars”

“UTMF Code”

GENERAL PROVISIONS

DEFINITIONS

a day (other than Saturday) on which banks in Hong Kong are open for normal banking
business (unless the Manager and the Trustee otherwise agree) or such other day or days as
the Manager and the Trustee may agree from time to time, either generally or in relation to a
particular Sub-Fund

in relation to a company means

(@) any person beneficially owning, directly or indirectly, 20% or more of the ordinary share
capital of that company or able to exercise 20% or more of the total voting rights of that
company;

(b) any company controlled by a person as described in (a);

(c) any company 20% or more of its ordinary share capital is beneficially owned, directly or
indirectly, by that company and any company 20% or more of the total voting rights can
be exercised, directly or indirectly, by that company; or

(d) any director or officers of that company or any of its connected person as defined in (a), (b)
or (c) above

each Business Day or such Business Day or Business Days as the Manager may from time
to time, with the approval of the Trustee, determine either generally or for a particular class or
classes of Units, provided that if any commodities and securities markets on which all or part
of the investments of any Sub-Fund are quoted, listed or dealt in are on any day not open for
trading, the Manager may determine that such day shall not be a Dealing Day in relation to
such Sub-Fund

Principal Global Selection Fund Series
the currency of Hong Kong
the Hong Kong Special Administrative Region of the People’s Republic of China

the initial period during which Units of a Sub-Fund are being offered to investors, as set out in
the Appendix of the relevant Sub-Fund

Principal Asset Management Company (Asia) Limited
Securities and Futures Commission of Hong Kong
Securities and Futures Ordinance (Cap 571 of the Laws of Hong Kong)

a separate pool of assets of the Fund, which is invested and administered separately from
other assets of the Fund

the trust deed dated 29 September 2006 establishing the Fund
Principal Trust Company (Asia) Limited

means such number of undivided shares or such fraction of an undivided share of the Sub-
Fund to which a Unit relates as is represented by a Unit of the relevant class, and except
where used in relation to a particular class of Unit a reference to Units means and includes
Units of all classes. The number of undivided shares represented by each class of Units in a
Sub-Fund is adjusted to take account of the different levels of fees borne by each class

a registered holder of Units
the currency of the United States of America

the SFC’s Code on Unit Trusts and Mutual Funds, as amended from time to time

The Principal Global Selection Fund Series is a unit trust established by a trust deed dated 29 September 2006 between
Principal Asset Management (Asia) Limited as manager and Principal Trust Company (Asia) Limited as trustee, and is
governed by the laws of Hong Kong. The Fund is an umbrella fund under which Sub-Funds may be established from time
to time. The details of the Sub-Funds are set out in the Appendices to this Explanatory Memorandum.



The Fund has been authorised by the SFC under the UTMF Code, but such authorisation does not constitute official
recommendation by the SFC. There are four classes of Units, namely the Institutional Class (USD) Units, Institutional
Class (HKD) Units, Retail Class (USD) Units and Retail Class (HKD) Units under each Sub-Fund. The Institutional Class
(USD) Units and Retail Class (USD) Units are denominated in US dollars; and the Institutional Class (HKD) Units and Retail
Class (HKD) are denominated in HK dollars. The Manager may in future request the Trustee to create new Sub-Funds or
determine to issue additional classes of Units in relation to each Sub-Fund.

RISK FACTORS

Investments involve risks. The Fund and each Sub-Fund thereunder are subject to market fluctuations and to
the risks inherent in all investments. The price of Units of each Sub-Fund and the income from them may go
down as well as up.

General Risks in investing in the Fund and the Sub-Funds
The performance of each Sub-Fund will be affected by a number of risk factors, including the following:

(@) Political, economic and social risks — Changes in political, economic and social conditions in any country in which the
Sub-Fund may invest could adversely affect the value of investments.

(b) Interest rate risk — As the Sub-Fund may invest in securities whose value is driven significantly by changes in interest
rates, the Sub-Fund is subject to interest rate risk. When interest rates rise, the value of previously issued debt
securities will normally fall because new debt securities issued will pay a higher rate of interest. In contrast, if interest
rates fall, then the value of the previously issued debt securities will normally rise.

(c) Market risk — Market risk includes such factors as changes in economic environment, consumption pattern and
investors’ expectation etc. which may have significant impact on the value of the investments. Usually, emerging
markets tend to be more volatile than developed markets and may experience substantial price volatility. Options,
warrants and derivatives in the Sub-Fund may also expose the Sub-Fund significantly to the fluctuations in the market.
Market movement may therefore result in substantial fluctuation in the net asset value per unit of the Sub-Fund.

(d)  Accounting standards and disclosure — The Sub-Funds mainly invests in emerging markets. The accounting, auditing
and financial reporting standards in some of these markets are normally less stringent than international requirements.
Investment decisions may be required to be made on less complete information than is customarily available.

(e) Foreign exchange risk — The Sub-Fund will invest in currencies other than HK/US dollars which may be subject to
exchange rate fluctuations with a consequential reduction in the HK/US dollar value of investments. Repatriation
of capital invested may be hampered by changes in regulations applicable to foreign investors which may have an
adverse impact on the Sub-Fund’s performance.

() Securities risk — Each company has its unique factors affecting the value of its securities. These factors include the
company’s management capability, capital structure, liquidity position, product composition and others.

(9) Credit risk — If the issuer of any of the fixed interest securities in which the Sub-Fund’s assets are invested defaults,
the performance of the Sub-Fund will be adversely affected. High yield debt securities typically carry a higher risk of
default.

Specific Risks in investing in Sub-Funds which invest in Emerging Markets

Investors should note that some of the Sub-Funds may invest in the emerging markets which are developing countries.
Investments in developing countries could involve special risks, including the following:

(@ Legal and regulatory risks — The laws and regulations in developing countries may be less defined than those in
developed countries. The issuers and stock exchanges and other market participants may be subject to a level of
regulation which is lower than that in developed countries. Investments may also be affected by changes in law and
government policy which may result in restrictions on foreign investments and/or repatriation of monies.

(b) Less developed infrastructure — The banking and telecommunications systems in developing countries may be less
efficient and may give rise to delays in payments. Procedures currently in place for custody, settlement, clearing and
registration of securities transactions in developing countries may be less developed than those in place in developed
countries and may increase settlement risk or result in delay in realising securities, and thus may adversely affect
prices. The liquidity of the securities markets in developing countries may also be much lower than that in developed
countries which means that it may at times be difficult to sell securities at desirable prices.

(c) Concentration risk — The investments of such Sub-Funds may be concentrated in one or a few emerging markets
and the investment performance of such Sub-Funds is sensitive to movements in such markets. Therefore, the
performance of such Sub-Funds may differ significantly in direction and degree from the overall global stock market
performance.



INVESTMENT AND BORROWING RESTRICTIONS

Investment Restrictions

The assets in each Sub-Fund may be invested only in the investments permitted under and in accordance with Chapter 7 of
the UTMF Code (where applicable) issued by the SFC.

A summary of the investment restrictions in respect of each Sub-Fund is as follows:

()  The value of the Sub-Fund’s latest holding of securities issued by any single issuer may not exceed 10% of its total net
asset value.

(i)  The Sub-Fund may not hold more than 10% of any ordinary shares issued by any single issuer.

(i)  The value of the Sub-Fund’s holding of securities neither listed nor quoted on a market may not exceed 15% of its
total net asset value.

(iv)  Notwithstanding (i) and (i), up to 30% of the Sub-Fund'’s total net asset value may be invested in government and
other public securities of the same issue.

(v)  Subject to (iv), the Sub-Fund may invest all of its assets in government and other public securities in at least six
different issues.

(vi)  The writing of uncovered options by the Sub-Fund is prohibited.
(vii)  The writing of call options by the Sub-Fund may not exceed 25% of its total net asset value in terms of exercise price.

(vii

The Sub-Fund may enter into financial futures contracts and financial option contracts for hedging purposes.

(ix)  The value of the Sub-Fund’s holding of units or shares in other collective investment schemes may not in aggregate
exceed 10% of its total net asset value.

(x)  The Sub-Fund may not invest in any type of real estate (including buildings) or interests in real estate (including options
or rights but excluding shares in real estate companies and interests in real estate investment trusts that are listed on a
stock exchange).

(x) No short sale may be made if its results in the Sub-Fund’s liability to deliver securities exceeding 10% of its total net
asset value or if the security which is to be sold short is not actively traded on a market where short selling activity is
permitted.

(xii) Without the prior written consent of the Trustee, the Sub-Fund may not lend, assume, guarantee, endorse or otherwise
become directly or contingently liable for or in connection with any obligation or indebtedness of any person.

(xiii) The Sub-Fund may not acquire any asset which involves the assumption of any liability which is unlimited.

(xiv) The Sub-Fund may not invest in any security of any class in any company or body if any director or officer of the
Manager individually owns more than 0.5% of the total nominal amount of all the issued securities of that class or
collectively the directors and officers of the Manager own more than 5% of those securities.

(xv) The portfolio of the Sub-Fund may not include any security where a call is to be made for any sum unpaid on that
security unless such call could be met in full out of cash or near cash forming part of the Sub-Fund, the amount of
which has not been taken into account for the purpose of (vii) above.

(xvi) The portfolio of the Sub-Fund may not invest in options and warrants for purposes other than hedging if the aggregate

amount of premium paid exceeds 15 per cent of the total net asset value of the Sub-Fund.

(xvii) The Sub-Fund may not enter into futures contract on an unhedged basis if the net total aggregate value of contract
prices, whether payable to or by the Sub-Fund under all outstanding futures contracts, together with the aggregate
value of holdings of physical commodities and commodity based investments exceed 20 per cent of the total net asset
value of the Sub-Fund.

Borrowing Restrictions
Subject to the provisions of the UTMF Code and any other statutory requirements and restrictions, borrowing may be

effected by the Trustee for the account of the Sub-Fund. In summary, the maximum borrowing of the Sub-Fund may not
exceed 25% of its total net asset value.



General

If any of the investment or borrowing restrictions applicable to a Sub-Fund are breached, the Manager shall as a
priority objective take all steps necessary within a reasonable period of time to remedy the situation, having due regard
to the interests of Unitholders. The Manager is not immediately required to sell applicable investments if any of the
investment restrictions are exceeded as a result of changes in the value of a Sub-Fund'’s investments, reconstructions or
amalgamations, payments out of the assets of the Sub-Fund or redemptions of Units but for so long as such limits are
exceeded, the Manager shall not acquire any further investments which would result in such limit being further breached.

MANAGEMENT AND ADMINISTRATION
Manager

Principal Asset Management Company (Asia) Limited is the Manager of the Fund. Principal Asset Management Company
(Asia) Limited is a company incorporated in Hong Kong in 1997 and is a subsidiary of Principal Financial Group, Inc. which
is a Fortune 500 company listed on the New York Stock Exchange. Principal Asset Management Company (Asia) Limited
is specialized in portfolio management and asset management businesses. Principal Asset Management Company
(Asia) Limited is devoted to providing reliable and quality services to its clients and is committed to be a professional fund
management house. Principal Asset Management Company (Asia) Limited is also the investment manager for a number of
mandatory provident fund schemes and approved pooled investment funds in Hong Kong. As of 30 June 2009, the total
assets under the management of Principal Asset Management Company (Asia) Limited amount to approximately HK$23.2
billion.

In order to utilize local expertise, the Manager may appoint investment advisers to provide investment advisory services
to the Manager in respect of Indian, Russian, Greater China and Brazilian markets. The Manager may also delegate its
discretionary investment function for any Sub-Fund to such investment manager as approved by the SFC.

Trustee, Custodian and Registrar

The Trustee, Custodian and the Registrar of the Fund is Principal Trust Company (Asia) Limited, a registered trust company
incorporated in Hong Kong. As a subsidiary of Principal Financial Group, Inc., Principal Trust Company (Asia) Limited has full
access to a diversified network of financial services expertise in a variety of specialties, including investment funds, mutual
funds, pension and insurance plans. Under the Trust Deed, the Trustee is responsible for the safekeeping of the assets of
the Fund and administering the Fund in accordance with all applicable laws and regulations.

Certain of the custodian functions will be delegated to Citibank N.A. The Trustee may also appoint additional person(s) to
be the sub-custodian of such assets or delegate any of its duties, powers or discretions under the Fund to any person or

persons which the Trustee considers appropriate. In so doing, the Trustee shall supervise and exercise proper control over
the custodian and delegates so appointed or engaged.

ISSUE OF UNITS
Classes of Units

Unless otherwise specified in the relevant Appendix, initially, there are four classes of Units under each Sub-Fund. They are:

() Institutional Class (USD) Units- Available to professional investors (as defined in the SFO).
(i) Institutional Class (HKD) Units- Available to professional investors (as defined in the SFO).
(i) Retail Class (USD) Units- Available to retail investors and any other investors to which the Institutional Class

(USD) Units and Institutional Class (HKD) Units are not made available.

(iv)  Retail Class (HKD) Units- Available to retail investors and any other investors to which the Institutional Class
(USD) Units and Institutional Class (HKD) Units are not made available.

The Institutional Class (USD) Units and Retail Class (USD) Units are denominated in US dollars, and the Institutional Class
(HKD) Units and Retail Class (HKD) Units are denominated in HK dollars.

Initial Issue of Units
Units of each class of a Sub-Fund will be offered to investors at such time and price as may be determined by the Trustee

and the Manager. Details regarding the initial issue of Units of a Sub-Fund are set out in the Appendix of the relevant Sub-
Fund.



Unless otherwise specified in the relevant Appendix, for each Sub-Fund under the Fund, the Manager may levy an initial
charge on the issue of the Institutional Class (USD) Units, Institutional Class (HKD) Units, Retail Class (USD) Units and Retail
Class (HKD) Units. The maximum amount of such initial charge is 5% of the issue price of the Units.

Applications for any class of Units of a Sub-Fund must be made in the manner set out below under “Application Procedure”.
In respect of applications for the Units received by the Manager prior to 4:00 p.m. (Hong Kong time) on the last day of the
Initial Period, Units will be issued on the Dealing Day following the close of the Initial Period. The original of any Subscription
Form given by facsimile must be forwarded to the Manager. Neither the Manager nor the Trustee shall be responsible to an
investor for any loss resulting from non-receipt of any Subscription Form.

Subsequent Issues of Units

After the Initial Period, applications for any class of Units received by the Manager prior to 4:00 p.m. (Hong Kong time) on a
Dealing Day will be dealt with on that Dealing Day, and Units will be issued at the issue price as at that Dealing Day. Where
applications are received after such time or on a day which is not a Dealing Day, they will be carried forward and dealt with
on the next Dealing Day.

In general, the issue price of Units of the relevant class of a Sub-Fund on a Dealing Day will be calculated by reference to
the net asset value per Unit of such class of that Sub-Fund as at close of business in the last relevant market to close on
that Dealing Day (for further details, see “Calculation of Issue and Redemption Prices” on page 12 below). Unless otherwise
specified in the relevant Appendix, the Manager may levy an initial charge on the issue of the Institutional Class (USD) Units,
Institutional Class (HKD) Units, Retail Class (USD) Units and Retail Class (HKD) Units. The maximum amount of such initial
charge is 5% of the issue price of the Units.

Minimum Subscription and Subsequent Holding

Unless otherwise specified in the relevant Appendix, the minimum amounts of initial subscription for each class of a Sub-
Fund are set out below. Furthermore, the Manager may require a Unitholder to redeem all his Units in any class of a Sub-
Fund in full if by means of partial redemption the Unitholder’s holding in such class of the Sub-Fund falls below the minimum
balance requirements as follows:

Initial subscription Minimum balance
(inclusive of initial charges)
Institutional Class (USD) Units or US$500,000 or equivalent US$500,000 or equivalent
Institutional Class (HKD) Units
Retail Class (USD) Units or US$2,000 or equivalent US$2,000 or equivalent
Retail Class (HKD) Units

The Manager may at its own discretion lower or waive any of the above minimum requirements for any other Unitholder.
Application Procedure

Applications for Units must be made by completing the enclosed Master Account Opening Form and Subscription Form
and sending the forms to the Manager or its authorised representatives. The original of any Master Account Opening Form
and Subscription Form given by facsimile must be forwarded to the Manager or its authorised representatives. Neither the
Manager nor the Trustee shall be responsible to an investor for any loss resulting from non-receipt of any Master Account
Opening Form and Subscription Form.

Payment Procedure

Payment for Units shall be due (i) prior to the close of the relevant initial period (for subscriptions of Units during the Initial
Period); or (i) upon issue of the Units (for subsequent issue of Units after the Initial Period). If cleared fund is not received
on the relevant due date, the Manager may, without prejudice to any claim against the applicant in respect of the failure to
make payment when due, determine in its discretion that the application be cancelled. In such circumstances, the relevant
Units shall be deemed never to be issued. Furthermore, no redemption or switching transactions may be effected until the
initial subscription has been completed.

Payment should be made in the currency denomination of the relevant class of Units, i.e. Hong Kong dollars for Institutional
Class (HKD) Units and Retail Class (HKD) Units, and U.S. dollars for Institutional Class (USD) Units and Retail Class
(USD) Units, in one of the ways set out in the Subscription Form and the relevant account details are also set out in the
Subscription Form. If an investor wishes to make payment in a currency other than the currency denomination of the
relevant class of Units, arrangement can be made for payment in most of other major currencies, in which case, the Trustee
and the Manager shall use such currency exchange rates as they may from time to time determine to convert the payment



into the relevant currency, and the costs of such conversion will be borne by the investor. Conversion of currencies may
involve some delay. In case of payment by cheque, any delay in the clearance of the funds will result in delay in processing
the application. In case of payment through telegraphic transfer, the investor will bear the costs of such transfer. Third
party cheques and cash are not accepted.

No money should be paid to an intermediary in Hong Kong who is not licensed or registered to carry on Type 1
regulated activity under Part V of the SFO.

General

Units issued by the Fund will be held for investors in registered form. Certificates will not be issued. A contract note will be
issued upon acceptance of an investor’s application and will be forwarded by ordinary post (at the risk of the person entitled
thereto).

Fractions of a Unit will be issued and will be rounded to the nearest 4th decimal places (or such other number of decimal
places as the Manager may consider appropriate). Any amount corresponding to the rounding will be borne by or retained
for the Sub-Fund.

The Manager has an absolute discretion to accept or reject in whole or in part any application for Units. In the event that
an application is rejected, application moneys will be returned without interest by cheque through the post at the risk of the
person(s) entitled thereto. No Units of a Sub-Fund will be issued where the determination of the net asset value of the Sub-
Fund is suspended (for further details see “Suspension of Calculation of Net Asset Value” on page 13 below).

REDEMPTION OF UNITS
Subject as mentioned below, any Unitholder may realise his Units on any Dealing Day in whole or in part.

Unless otherwise specified in this Explanatory Memorandum or its supplements, no redemption charge will be levied for the
redemption of Units of the Sub-Funds.

A redemption request may be given to the Manager in writing or by facsimile and must specify:
(@ the name of the relevant Sub-Fund;

(b) the class and number of Units or the amount of monies to be redeemed;

(c) the name(s) of the registered holder(s); and

(d) payment instructions for the redemption proceeds.

The original of any redemption request given by facsimile must be forwarded to the Manager or its authorised
representatives. Neither the Manager nor the Trustee shall be responsible to a Unitholder for any loss resulting from non-
receipt of any redemption request. Redemption requests received by the Manager prior to 4:00 p.m. (Hong Kong time) on a
Dealing Day will be dealt with on that Dealing Day.

Redemption requests received by the Manager after such time or on a day which is not a Dealing Day will be carried
forward and dealt with on the next Dealing Day.

Units of the relevant class realised on a Dealing Day will be redeemed at a price calculated by reference to the net asset
value per Unit of that class of the Sub-Fund as at close of business in the last relevant market to close on that Dealing Day (for
further details, see “Calculation of Issue and Redemption Prices” on page 12 below).

Payment of Redemption Proceeds

Redemption proceeds will not be paid to any redeeming Unitholder until (a) the written original of the redemption request
duly signed by the Unitholder has been received by or on behalf of the Manager and (b) where the Trustee so requires, the
signature of the Unitholder (or each joint Unitholder) has been verified to the satisfaction of the Trustee.

Redemption proceeds in respect of Units of a class of the Sub-Fund will normally be paid in the currency denomination of
that class of the Sub-Fund, rounded down to the nearest two decimal places of the currency. Unitholders may, however,
request the proceeds to be paid in other currencies, in which case, the proceeds may be converted to the requested
currency at the prevailing exchange rate. Any exchange rate risk will be borne by the Unitholder concerned and the
Unitholder may be required to pay a handling fee.

Redemption proceeds will be paid to the redeeming Unitholder at the Unitholder’s risk by cheque, normally within one (1)
week and in any event not later than one month, from the Dealing Day on which the redemption is effected or after the duly
completed original redemption documentation has been received by the Manager, whichever is the later. In the case of joint



Unitholders, the cheque will be drawn in the names of all Unitholders. At the request and at the expense of the Unitholder,
the redemption proceeds may be paid by telegraphic transfer. Request by the redeeming Unitholder to make the payment
to a third party will not be accepted unless approval is obtained from the Manager or additional supporting documents
as may be required by the Trustee are provided. Where a redemption request provides for the redemption proceeds to
be paid to any person other than the registered Unitholder(s) or (in the case of joint Unitholders) each Unitholder on that
redemption request must be verified to the satisfaction of the Trustee.

Payment of Redemption Proceeds by Distribution in Specie

Notwithstanding the above, the Manager may in certain circumstances with the consent of the Unitholders concerned
effect a redemption payment to the redeeming Unitholders in specie or in kind rather than in cash. The circumstances in
which the Manager envisages effecting such a redemption payment include, without limitation, a situation where substantial
redemption requests are received by the relevant Sub-Fund which will make it impracticable to realise the underlying
securities in order to fund the redemption payments. In making redemption payments in specie or in kind, the Manager
will use the same valuation procedures used in determining the net asset value of the Sub-Fund (for further details, see
“Calculation of Net Asset Value and Issue and Redemption Prices” on page 12 below) when determining the value to be
attributed to the relevant securities to be transferred or assigned or otherwise made available to the redeeming Unitholders.
Redeeming Unitholders will then receive securities of a value equal to the redemption payment to which they would
otherwise be entitled. Redeeming Unitholders receiving the redemption payment in specie or in kind will be responsible
for all custody and other costs involved in changing the ownership of the relevant securities from the Sub-Fund to the
redeeming Unitholder and for all ongoing custody costs in respect of such securities.

Restrictions on Redemption

The Manager shall suspend the redemption of Units and/or may delay the payment of redemption proceeds during any
periods in which the determination of the net asset value of the relevant Sub-Fund is suspended (for further details see
“Suspension of Calculation of Net Asset Value” on page 13 below).

With a view to protecting the interests of Unitholders, the Manager is entitled, with the approval of the Trustee, to limit
the number of Units of any Sub-Fund redeemed on any Dealing Day (whether by sale to the Manager or by cancellation
by the Trustee) to 10% of the latest available net asset value of such Sub-Fund. In this event, the limitation will apply pro
rata so that all Unitholders of the relevant class or classes wishing to redeem Units in that Sub-Fund on that Dealing Day
will redeem the same proportion by value of such Units, and Units not redeemed (but which would otherwise have been
redeemed) will be carried forward for redemption, subject to the same limitation, on the next Dealing Day. If requests for
redemption are so carried forward, the Manager will inform the Unitholders concerned.

In addition,

()  no Unitholder shall be entitled to realise part only of his holding of Units of any class of Sub-Fund if such redemption
would result in his holding in that class of Sub-Fund after such redemption being less than the minimum balance
requirements as set out in “Issue of Units - Minimum Subscription and Subsequent Holding” on page 9; and

(i) Unitholders are not allowed to realise any Units prior to the date falling seven days after the Dealing Day on which such
Unit was acquired by such Unitholders or if earlier, the date of receipt of payment in cleared funds for such Unit.

SWITCHING BETWEEN SUB-FUNDS

Subject to the consent of the Manager, Unitholders will have the right (subject to any suspension in the determination of the
net asset value of any relevant Sub-Fund) to switch all or part of their Units of any class relating to a Sub-Fund into Units of
the same class relating to another Sub-Fund by giving to the Manager notice in writing or by facsimile or such other means
as the Manager may from time to time prescribe. Switching requests received by the Manager prior to 4:00 p.m. (Hong
Kong time) on a Dealing Day will be dealt with on that Dealing Day.

Switching requests received after such time or on a day which is not a Dealing Day will be carried forward and dealt with
on the next Dealing Day. Where a switching request is made by facsimile, neither the Manager nor the Trustee shall be
responsible to any Unitholder for any loss resulting from the non-receipt of such switching request.

The price at which the whole or any part of a holding of Units of a class relating to a Sub-Fund (the “Current Class”)
will be switched on any Dealing Day into Units of the same class relating to another Sub-Fund (the “New Class”) will be
determined by reference to the redemption price of the Current Class and issue price of the New Class on the relevant
Dealing Day.

Unless otherwise specified in the relevant Appendix, in respect of switching of Units of the Retail Class (USD) or Retail Class
(HKD), the Manager is entitled to levy a switching fee of up to 1% of the issue price per Unit of the New Class to be issued.
The switching fee will be deducted from the amount re-invested into the New Class of Units. No switching fee will be levied
for switching of Units of the Institutional Class (USD) or Institutional Class (HKD).



No switching will be allowed during any period when the determination of the net asset value of any relevant Sub-Fund
is suspended (for further details, see “Suspension of Calculation of Net Asset Value” on page 13). Unitholders should
also note that the requirements on minimum subscription and subsequent holding as set out in the section “Minimum
Subscription and Subsequent Holding” on page 9 and the restrictions on redemption (including the minimum holding
requirement after redemption and the minimum redemption amount) as set out in the section “Restrictions on Redemption”
on page 11 shall also be applicable in the case of switching.

CALCULATION OF NET ASSET VALUE AND ISSUE AND
REDEMPTION PRICES

The Manager or the Trustee (as they may between them decide) will value each Sub-Fund and calculate the issue and
redemption prices per Unit of each class in accordance with the Trust Deed as at close of business in the last relevant
market to close on each Dealing Day. The Trust Deed provides (inter alia) that the value of the investments in the Sub-Fund
shall be determined as follows:

()  except in the case of any interest in a collective investment scheme to which paragraph (i) applies and subject as
provided in paragraph (vi) below, the value of any investments quoted, listed, or normally dealt in on any market shall
be calculated by reference to the last traded price on the relevant Dealing Day or (if no last traded price is available)
midway between the latest available market offered price and the latest available market bid price on the principal
market on which such investments is quoted, listed or ordinarily dealt in and in determining such prices the Manager
and the Trustee shall be entitled to use and rely on electronic price feeds from such source or sources as it may from
time to time determine notwithstanding that the prices so used are not the last traded prices;

(i)  subject as provided in paragraphs (i) and (vi) below, the value of each unit, share or other interest in any collective
investment scheme which is valued as at the same day as the relevant Sub-Fund shall be the net asset value per unit
or share in such collective investment scheme as at that day or, if the Manager so determines, or if such collective
investment scheme is not valued as at the same day as the Sub-Fund, the value of such interest shall be the last
available net asset value per unit, share or other interest in such collective investment scheme;

(i) if no net asset value, bid and offer prices or price quotations are available as provided in paragraph (i) above, the
market value of the relevant investment shall be determined from time to time in such manner as the Manager shall
determine;

(iv)  the value of any investment which is not quoted, listed or ordinarily dealt in on a market shall be the initial value thereof
equal to the amount expended out of the relevant Sub-Fund in the acquisition of such investment (including in each
case the amount of stamp duties, commissions and other acquisition expenses) provided that the Manager may at any
time with the approval of the Trustee and shall on a regular basis, cause a revaluation to be made by a professional
person approved by the Trustee as qualified to value such investments;

(v)  cash, deposits and similar investments shall be valued at their face value (together with accrued interest) unless, in the
opinion of the Manager, any adjustment should be made to reflect the market value thereof;

(v notwithstanding the foregoing, the Manager may with the consent of the Trustee adjust the value of any investment or
permit some other method of valuation to be used if, having regard to relevant circumstances, the Manager considers
that such adjustment or use of such other method is required to reflect the market value of the investment; and

(vii) the value of any investment (whether of a security or cash) otherwise than in the currency of the relevant Sub-Fund
shall be converted into the currency of such Sub-Fund at the rate (whether official or otherwise) which the Manager
shall deem appropriate in the circumstances having regard to any premium or discount which may be relevant and to
costs of exchange.

Calculation of Issue and Redemption Prices

The number of undivided shares in a Sub-Fund represented by a Unit of a class relating to a Sub-Fund is adjusted on each
Dealing Day in order to take account of the different levels of fees borne by the different classes of Unit in the relevant Sub-
Fund.

The issue and redemption prices of Units of a class on a Dealing Day shall be determined by (i) calculating the net asset
value of the relevant Sub-Fund as at such Dealing Day before the deduction of any liabilities or the addition of any assets
attributable specifically to the class in question; (i) apportioning such amount between each class of Units relating to the
Sub-Fund by reference to the numbers of undivided shares in the relevant Sub-Fund represented by all Units of each class
relating to the Sub-Fund in issue; (jii) where necessary, the resulting sum shall be converted into the currency denomination
of the relevant class of Units using such rate of exchange as the Manager shall deem appropriate; (iv) deducting or adding
the liabilities and assets specifically attributable to the class of Units in question from or to such apportioned amount; (v)
dividing the resulting sum by the number of Units of the relevant class in issue immediately prior to the relevant Dealing



Day for such class of Units; and (vi) rounding the resulting sum up to 4 decimal places of the currency denomination of the
relevant class of Units (for the determination of issue price) and rounding the resulting sum down to 4 decimal places of
the currency denomination of the relevant class of Units (for the determination of the redemption price), or in either case, in
such other manner as the Manager may consider appropriate. Any amounts corresponding to the rounding up or down of
the prices shall be retained for the benefit of the relevant class of Units of the Sub-Fund.

Unless otherwise specified in the relevant Appendix, the Manager is entitled to an initial charge of up to 5% of the issue
price on the issue of the Institutional Class (USD) Units, Institutional Class (HKD) Units, Retail Class (USD) Units and Retail
Class (HKD) Units. Such initial charge will be retained by the Manager for its own use and benefit. The Manager may waive
or reduce the initial charge for any Unitholder as the Manager may consider appropriate.

Unless otherwise specified in this Explanatory Memorandum or its supplements, no redemption charge will be levied on the
redemption of Units of the Sub-Funds.

Any roundings as a result of determining the issue price or redemption price shall be retained for the benefit of the relevant
class of Units of the Sub-Fund.

Suspension of Calculation of Net Asset Value

The Manager may, after giving notice to the Trustee, declare a suspension of the determination of the net asset value of any
Sub-Fund for the whole or any part of any period during which:

(@) there is a closure or restriction or suspension of trading on any securities market on which a substantial part of the
investments of the Sub-Fund is normally traded or a breakdown in any of the means normally employed in ascertaining
the prices of investments or the price of Units; or

(b) for any other reason the prices of investments of that Sub-Fund cannot, in the opinion of the Manager, reasonably,
promptly and fairly be ascertained; or

(c) circumstances exist as a result of which, in the opinion of the Manager, it is not reasonably practicable to realise any
investments of the Sub-Fund or it is not reasonably practicable to do so without seriously prejudicing the interests of
Unitholders in such Sub-Fund; or

(d) the remittance or repatriation of funds which will or may be involved in the redemption of, or in the payment for, the
investments of the Sub-Fund or the subscription or redemption of Units is delayed or cannot, in the opinion of the
Manager, be carried out promptly at normal rates of exchange.

Whenever the Manager declares such a suspension it shall, as soon as may be practicable after any such declaration
and at least once a month during the period of such suspension, publish a notice in the South China Morning Post, Hong
Kong Economic Times and/or any other newspapers which the Manager may from time to time determine and notify
the Unitholders and/or cause a notice to be given to Unitholders and to all those (whether Unitholders or not) whose
applications to subscribe for or redeem Units shall have been affected by such suspension stating that such declaration has
been made.

Subject to the approval of the SFC, the Manager may change the valuation and pricing methodology as provided in the
above by giving a three month prior notice (or such other shorter notice as the SFC may approve) to the Unitholders.
However, as at the date of this Explanatory Memorandum, there is no circumstance within the contemplation of the
Manager which may give rise to a change in the valuation or pricing methodology.

DISTRIBUTION POLICY

Unless otherwise specified in the relevant Appendix, the Manager does not intend to make distributions in respect of any
Sub-Fund, and any income earned by a Sub-Fund will be reinvested in that Sub-Fund and reflected in the value of Units
of the relevant class of that Sub-Fund. If the Manager intends to make any distributions in respect of any Sub-Fund, the
Manager will give the relevant Unitholders three (3) months’ notice (or such shorter period of notice which the SFC may
approve).

REGULAR SAVINGS PLAN

Investors who invest in Retail Class (USD) Units or Retail Class (HKD) Units of a Sub-Fund may elect to participate in
the regular savings plan offered by the Manager. Unless otherwise waived by the Manager, the initial subscription and
minimum balance requirements as set out in “Minimum Subscription and Subsequent Holding” on page 9 will apply. Under
the regular savings plan, investors should make monthly contributions to his regular savings plan account on the 10th day
of each month and the amount of each such contribution shall not be less than HK$2,000 (inclusive of any initial charge)



or its equivalent. Investors may also decide the period during which they want to participate in the regular savings plan in
accordance with their own need and financial planning and there is no minimum participating period prescribed for the plan.
No fees will be levied on the opening and closure of the regular savings plan account.

An investor does not need to be an existing unitholder in order to participate in the regular savings plan.

Contributions to the regular savings plan must be made through direct debit from such bank account as may be designated
by the Unitholder. If an investor decides to participate in the regular savings plan, he must submit an application to the
Manager at least sixty (60) days before the day on which the first contribution is proposed to be made and successfully
arrange for the direct debit authorisation before the first contribution. Any application must be made in the format prescribed
by the Manager. If the 10th day of the month is not a Business Day, the direct debit will be effected on the Business Day
which immediately follows. If, as a result of the default of the investor, the direct debit cannot be effected successfully on
the 10th day of a month or (in the event that the 10th day of the month is not a Business Day) the Business Day which
immediately follows, no subscription will be accepted for that month under the regular savings plan. Furthermore, if as
a result of the default of the investor, the direct debit cannot be effected successfully for two (2) consecutive months,
the regular savings plan will be suspended and no further contributions will be accepted under the plan until the investor
submits a request to the Manager to re-activate the plan and such request has been accepted by the Manager. The
Unitholder must give the Manager at least sixty (60) days’ prior notice in writing for any changes in the direct debit
authorisation.

Contributions made under the regular savings plan will be invested in Retail Class Units of such Sub-Fund or Sub-Funds
which the investors may from time to time decide provided that the investment in the Sub-Fund each time must not be less
than HK$2,000 (inclusive of any applicable initial charge) or its equivalent. Units will normally be issued to the Unitholders as
at the fifth Business Day after the day on which the direct debit is made.

Investor should also note that the minimum requirements relating to initial subscription and minimum balance under “Minimum
Subscription and Subsequent Holding” on page 9 will still be applicable for investments under the regular savings plan.

Investors may switch their Retail Class (USD) Units or Retail Class (HKD) Units of any Sub-Fund under the regular savings
plan to the same class of Units in another Sub-Fund in accordance with the provisions set out in the “Switching Between
Sub-Funds” section on page 11.

Investors should note that unless the Manager agrees otherwise, fourteen (14) days’ prior notice must be given to the
Manager for cessation of contributions in the regular savings plan and a twenty-one (21) days’ prior notice must be given
to the Manager for any amendment made to the regular savings plan. The regular savings plan is not available to investors
who invest in Institutional Class (USD) Units or Institutional Class (HKD) Units of the Sub-Funds.

CHARGES AND EXPENSES

Unless otherwise specified in the relevant Appendices, charges and expenses set out in this section below may be
deducted from the Fund and the Sub-Funds.

Management Fee

The Manager is entitled to receive a management fee for each Sub-Fund calculated as a percentage of the net asset value
of the relevant class of Units of the Sub-Fund. The management fee will be deducted from the assets of the Sub-Funds.
The maximum and current management fees payable for each Sub-Fund are set out in the Appendix of the relevant Sub-
Fund.

The management fee is accrued daily, calculated on each Dealing Day and is paid monthly in arrears. The Manager may
decrease the rate of management fee in respect of any class of Units of any Sub-Fund by giving a notice to the Trustee.
The Manager may also (i) increase the rate of management fee payable in respect of the Retail Class (USD) Units and Retail
Class (HKD) Units of any Sub-Fund up to the maximum rate on giving the affected Unitholders and the Trustee not less than
three (8) months’ notice (or such shorter period of notice as the SFC may approve) of such increase, or (i) increase the rate
of management fee payable in respect of the Institutional Class (USD) Units and Institutional Class (HKD) Units of any Sub-
Fund up to the maximum rate on giving the affected Unitholders and the Trustee not less than one (1) month’s notice of
such increase.

Initial Charge and Switching Fee

Unless otherwise specified in the relevant Appendix, the Manager is entitled to receive an initial charge of up to 5% of the
issue price on the issue of Institutional Class (USD) Units, Institutional Class (HKD) Units, Retail Class (USD) Units and Retail
Class (HKD) Units in any Sub-Fund which may be established under the Fund. In the switching of Units of the Retail Class
(USD) Units or Retail Class (HKD) Units, the Manager is entitled to levy a switching fee of up to 1% of the issue price of the
new class of Units to be issued.




No switching fee will be levied for the switching of Institutional Class (USD) Units or Institutional Class (HKD) Units.
No redemption charge will be levied on redemption of Units of the Sub-Funds.

The Manager may share any fees it receives with distributors or agents procuring subscriptions to the Fund. The Manager
and its associates may with the consent of the Trustee deal with any Sub-Fund, both as principal and agent, and, subject
as provided below, may retain any benefit which they receive as a result.

Trustee Fee

The Trustee is entitled to receive a trustee fee in respect of each Sub-Fund. The maximum and current trustee fees payable
for each Sub-Fund are set out in the Appendix of the relevant Sub-Fund.

The trustee fee will be deducted from the assets of the relevant Sub-Funds. The Trustee may decrease the rate of trustee
fee in respect of any class of Units of any Fund by giving a notice to the Manager. The Trustee may also (i) increase the
rate of the trustee fee payable in respect of the Retail Class (USD) Units and Retail Class (HKD) Units of each Sub-Fund up
to the maximum rate as set out above on giving the affected Unitholders and the Manager not less than three (3) months’
notice (or such shorter period of notice as the SFC may approve) of such increase; or (i) increase the rate of trustee fee
payable in respect of the Institutional Class (USD) Units and Institutional Class (HKD) Units of each Sub-Fund up to the
maximum rate as set out above on giving the affected Unitholders and the Manager not less than one (1) month’s notice of
such increase. The trustee fee is accrued daily, calculated on each Dealing Day and is paid monthly in arrears.

The Trustee and the Manager may increase the maximum levels of the above fees and charges in respect of the Institutional
Class (USD) Units and Institutional Class (HKD) Units of any Sub-Fund by giving to the Unitholders concerned not less than
one (1) month’s prior written notice. Subject to the sanction of an extraordinary resolution of the Unitholders concerned,
the Trustee and the Manager may increase the maximum levels of the fees and charges in respect of the Retail Class (USD)
Units and the Retail Class (HKD) Units of any Sub-Fund.

In addition, the Trustee is entitled to a valuation fee in accordance with its normal scales as agreed with the Manager.
Currently, the valuation fee for each Sub-Fund will not exceed US$150 per month.

Other Charges and Expenses

Each Sub-Fund will bear the costs set out in the Trust Deed which are directly attributable to it. Where such costs are not
directly attributable to a Sub-Fund, each Sub-Fund will bear such costs in proportion to its respective net asset value or
in such manner as the Manager shall consider appropriate. Such costs include but are not limited to the costs incurred in
the establishment, structuring, management and administration of the Fund and its Sub-Funds, the costs of investing and
realising the investments of the Sub-Fund, the fees and expenses of sub-custodians of the assets of the Fund, the fees
and expenses of the investment advisers of the Fund, the fees and expenses of the auditors, valuation costs, legal fees, the
costs incurred in connection with any listing or regulatory approval, the costs of holding meetings of Unitholders, the costs
incurred in the preparation and printing of any explanatory memorandum and any audited accounts or interim reports which
are sent to the Unitholders. The current fees and expenses charged by the sub-custodian include a safekeeping fee and a
transaction fee. These fees and expenses may also be subject to change in future.

In addition, each Sub-Fund will bear a due proportion of the costs and expenses incurred by the Manager and the Trustee
in establishing the Fund. These costs and expenses are approximately USD28,000 and will be amortised over the first five
years of the Fund and allocated to each Sub-Fund in equal shares (or on such other basis which the Manager considers fair
and appropriate).

In addition to the above, Unitholders may be required to pay any requisite governmental tax, stamp duty, registration fee,
custody and nominee charges as may be required in the purchase or sale of the Units under the Fund.

Cash Rebates and Soft Commissions

Neither the Manager nor any of its connected persons may retain cash or other rebates from a broker or dealer in
consideration of directing transactions to them.

The Manager and any of its connected persons may effect transactions by or through the agency of another person with
whom the Manager or any of its connected persons have an arrangement under which that party will from time to time
provide to or procure for the Manager or any of its connected persons, goods, services or other benefits, such as research
and advisory services, computer hardware associated with specialised software or research services and performance
measures etc., the nature of which is such that their provision can reasonably be expected to benefit the Fund as a whole
and may contribute to an improvement in the Fund’s performance and that of the Manager or any of its connected persons
in providing services to the Fund and for which no direct payment is made but instead the Manager or any of its connected
persons undertake to place business with that party. For the avoidance of doubt such goods and services do not include
travel accommodation, entertainment, general administrative goods and services, general office equipment or premises,
membership fees, employee salaries or direct money payments. Details of soft commission arrangements will be reported
regularly to the Trustee and will be disclosed in the Fund’s accounts.



TAXATION

The following statements regarding taxation are based on advice received by the Fund regarding the law and practice in
force in Hong Kong at the date of this document.

Hong Kong
The Fund is not expected to be subject to Hong Kong tax in respect of any of its authorized activities.

No tax will be payable by Unitholders in Hong Kong in respect of income distributions of the Fund or in respect of any
capital gains arising on a sale, redemption or other disposal of Units, except that Hong Kong profits tax may arise where
such transactions form part of a trade, profession or business carried on in Hong Kong.

General

Investors should consult their professional financial advisers on the consequences to them of acquiring, holding, realising,
transferring or selling Units under the relevant laws of the jurisdictions to which they are subject, including the tax
consequences and any exchange control requirements. These consequences, including the availability of, and the value
of, tax relief to investors will vary with the law and practice of the investors’ country of citizenship, residence, domicile or
incorporation and their personal circumstances.

GENERAL INFORMATION
Accounts and Reports

Prior to 1 January 2008, the Fund'’s financial year end is 31 December in each year commencing 31 December 2006;
thereafter, the Fund’s financial year end is 30 September in each year commencing 30 September 2008. Audited accounts
are sent to Unitholders by the Trustee within four months of the end of each financial year. Prior to 1 January 2008, half-
yearly unaudited interim reports up to the last Dealing Day in June in each year will also be prepared; thereafter, half-yearly
unaudited interim reports up to the last Dealing Day in March each year will be prepared, except that no half-yearly report
will be prepared for the period of three months from 1 January 2008. The half-yearly unaudited interim reports are sent
to Unitholders by the Trustee within two months of the end of the period which they cover. Such reports will contain a
statement of the value of the net assets of each Sub-Fund and the investments comprising its portfolio.

Publication of Net Asset Value per Unit

The net asset value per unit for the Retail Class (USD) Units and Retail Class (HKD) Units of each Sub-Fund (rounded up to
4 decimal places) will be published on each Dealing Day in South China Morning Post, Hong Kong Economic Times and/
or any other newspapers which the Manager may from time to time determine and notify the Unitholders. The prices will be
expressed exclusive of any initial charge or redemption charge which may be payable on subscription or redemption.

Removal and Retirement of the Trustee and the Manager
(@) The Trustee

Subject to the prior approval of the SFC, the Trustee may retire voluntarily by giving not less than ninety (90) days’
written notice to the Unitholders if adequate arrangements have been made for a new trustee (approved by the SFC)
to assume the responsibility for administration of the Fund and for the Trustee’s interest in the Fund to be transferred
to the new trustee.

(b)  The Manager

Subject to the prior approval of the SFC, the Trustee may remove the Manager by giving three months’ prior written
notice to the Manager if:

(i) for good and sufficient reason, the Trustee states in writing that a change of the Manager is desirable in the
interest of the Unitholders; or

(i) the Unitholders representing at least 50% in value of the Units outstanding (excluding those held or deemed to
be held by the Manager) delivered to the Trustee a written request to dismiss the Manager.

The Manager is also subject to removal forthwith upon written notice from the Trustee if the Manager commences
liquidation or has gone into receivership or has entered into any scheme of arrangement or compromise with its
creditors.



Furthermore, if the authorisation of the Manager to act as investment manager of the Fund is withdrawn by the
SFC, the Manager’s appointment under the Fund shall be terminated as at the date on which the SFC’s withdrawal
becomes effective.

In the event that the Manager is removed, the Trustee will appoint a new manager which is approved by the SFC.

Apart from the above, the Manager may also retire voluntarily in favour of another qualified company approved by the
SFC.

Termination of the Fund

The Fund shall continue for a period of eighty (80) years from the date of the Trust Deed or until it is terminated in one of the
ways set out below.

1. Subject to the prior approval of the SFC, the Trustee may terminate the Fund if:

() the Manager goes into liquidation or if a receiver is appointed over any of the Manager’s assets and not
discharged with sixty (60) days; or

(b) in the opinion of the Trustee, the Manager is incapable of performing its duties properly or has done anything
which brings the Fund into disrepute or is harmful to the interests of the Unitholders;

() the Fund ceases to be authorised pursuant to the SFO or any law is passed which renders it illegal or in the
opinion of the Trustee impracticable or inadvisable to continue the Fund; or

(d) the Manager ceases to manage the Fund and within a period of thirty (30) days thereafter no other qualified
corporation has been appointed by the Trustee as a successor manager.

2. Subject to the prior approval of the SFC, the Manager may terminate the Fund if:

(@) at any time one year after the establishment of the Fund the net asset value of the Fund falls below an amount
which is equivalent to US$60,000,000; or

(b) the Fund and all its Sub-Funds cease to be authorised pursuant to the SFO or if any law is passed which
renders it illegal or in the opinion of the Manager impracticable or inadvisable to continue the Fund.

Notice will be given to Unitholders if the Fund is terminated under the above circumstances. Such notice will be submitted
to the SFC for prior approval and will contain the reasons for the termination, alternatives available to Unitholders and the
expected costs involved.

Termination of a Sub-Fund
Subject to the prior approval of the SFC,
1. the Manager may terminate any Sub-Fund if:

(@) at any time one year after the establishment of the Sub-Fund the aggregate net asset value of Units of the
relevant classes outstanding in respect of that Sub-Fund falls below US$13,000,000;

(b) the Sub-Fund ceases to be authorised pursuant to the SFO or if any law is passed which renders it illegal or in
the opinion of the Manager impracticable or inadvisable to continue the Sub-Fund, and

2. Unitholders of the relevant class or classes may at any time terminate a Sub-Fund by extraordinary resolution.

Notice of termination will be given to Unitholders of the relevant Sub-Fund. Such notice will be submitted to the SFC for
prior approval.

Trust Deed

The Fund was established under Hong Kong law by a trust deed dated 29 September 2006 made between the Manager
and the Trustee. All holders of Units are entitled to the benefit of, are bound by and are deemed to have notice of the
provisions of the Trust Deed.

The Trust Deed contains provisions for the indemnification of the Trustee and the Manager and their relief from liability in
certain circumstances. Unitholders and intending applicants are advised to consult the terms of the Trust Deed. In the
event of any conflict between any of the provisions of this Explanatory Memorandum and the Trust Deed, the provisions of
the Trust Deed prevail.



Modification of Trust Deed

Subject to the prior approval of the SFC (where necessary), the Trustee and the Manager may agree to modify the Trust
Deed by supplemental deed. However, in respect of the Retail Class (USD) Units and Retail Class (HKD) Units, unless the
Trustee certifies in writing that in its opinion such modification (i) is not materially prejudicial to the interests of Unitholders,
does not operate to release to any material extent the Trustee, the Manager or any other person from any responsibility to
the Unitholders and (with the exception of the costs of preparing and executing the relevant supplemental deed) does not
increase the costs and charges payable out of the assets of the Fund or (ji) is necessary or desirable in order to comply with
any fiscal, statutory or official requirement or (i) is made to correct a manifest error, no modifications shall be made without
the sanction of an extraordinary resolution of the Unitholders affected or the approval of the SFC.

Meetings of Unitholders

The Trust Deed provides for meetings of Unitholders to be convened by the Trustee or the Manager upon at least twenty
one (21) days’ notice. Notices of meetings of Unitholders will be posted to Unitholders.

Proxies may be appointed. The quorum at Unitholders’ meetings is Unitholders present in person or by proxy holding not
less than 10 per cent (or, in relation to a resolution proposed as an extraordinary resolution, 25 per cent) of the Units in
issue. If a quorum is not present, the meeting will be adjourned for not less than fifteen (15) days. Separate notice of any
adjourned meeting will be given, and at an adjourned meeting Unitholders whatever their number or the number of Units
held by them will form a quorum.

An extraordinary resolution is required under the Trust Deed for certain purposes and is a resolution proposed as such and
passed by a majority of 75 per cent of the total number of votes cast.

The Trust Deed contains provisions for the holding of separate meetings of Unitholders holding different classes of Units
where only the interests of Unitholders of a particular class are affected. The Trust Deed provides that at any meeting of
Unitholders, on a show of hands, every Unitholder who (being an individual) is present in person or (being a partnership or
corporation) is present by an authorised representative shall have one vote and, on a poll, every Unitholder who is present
as aforesaid or by proxy shall have one vote for every Unit of which he is the holder.

Transfer of Units

Subject as provided below, Units may be transferred by an instrument in writing in a form approved by the Trustee, signed
by (or, in the case of a body corporate, signed on behalf of or sealed by) the transferor and the transferee. The transferor
will be deemed to remain the holder of the Units transferred until the name of the transferee is entered in the Register of
Unitholders in respect of such Units.

Each instrument of transfer must relate to a single class of Units only. No Units may be transferred if, as a result, either the
transferor or the transferee would hold Units having a value less than the minimum holding of the relevant class.

Documents Available for Inspection
Copies of the Trust Deed, investment management contract and the latest annual and semi-annual reports (if any) are
available for inspection free of charge at anytime during normal business hours on any day (excluding Saturdays, Sundays

and public holidays) at the office of the Manager at Unit 1001-3, Central Plaza, 18 Harbour Road, Wanchai, Hong Kong.
Copies of the Trust Deed can be purchased from the Manager on payment of a reasonable fee.

Anti-Money Laundering Regulations

As part of the Trustee’s and the Manager’s responsibility for the prevention of money laundering, they may require a detailed
verification of an investor’s identity and the source of the payment of application moneys. Depending on the circumstances
of each application, a detailed verification might not be required where:

(i)  the applicant makes the payment from an account held in the applicant’s name at a recognized financial institution; or

(i)  the application is made through a recognised intermediary.

These exceptions will only apply if the financial institution or intermediary referred to above is within a country recognised as
having sufficient anti-money laundering regulations.

The Trustee and the Manager reserve the right to request such information as is necessary to verify the identity of an
applicant and the source of the payment. In the event of delay or failure by the applicant to produce any information
required for verification purposes, the Trustee and/or the Manager may refuse to accept the application and the application
moneys relating thereto.



APPENDIX 1

PRINCIPAL BRIC EMERGING ECONOMIES FUND

This Appendix contains fund-specific information of the Principal BRIC Emerging Economies Fund and forms part of the
Explanatory Memorandum. The Principal BRIC Emerging Economies Fund is a sub-fund of the Fund and unless otherwise
provided in this Appendix, the information in the “General Provisions” section of this Explanatory Memorandum shall also be
applicable to the Principal BRIC Emerging Economies Fund.

Save as otherwise provided, defined terms used in this Explanatory Memorandum shall have the same meaning in this
Appendix.

INVESTMENT OBJECTIVES AND POLICIES OF PRINCIPAL BRIC EMERGING
ECONOMIES FUND

The Principal BRIC Emerging Economies Fund seeks to provide investors with long-term growth whilst at the same time
producing an attractive rate of income. The Manager will invest at least 60% of the assets in equity securities of companies
in Brazil, Russia, India and Greater China Region (collectively referred to as “BRIC”) or in equity securities of companies
that derive a significant portion of their revenues from BRIC economies or that have a significant portion of their assets in
BRIC economies. The Principal BRIC Emerging Economies Fund seeks to capture the portfolio return of equity investments
in BRIC economies by capturing the growth opportunities of these potential giant economies. At the same time, it seeks
to limit downside risk by investing in alternative asset classes like fixed income securities, within a certain limit, should the
Manager consider that equity exposure should be reduced to protect investors’ interests.

The portfolio of the Principal BRIC Emerging Economies Fund may also from time to time include cash, deposits and
instruments with floating or fixed interest rates such as certificates of deposits, bankers’ acceptances and commercial
paper, which may be denominated in any currency.

The target ranges of asset allocation and geographic allocation of the Principal BRIC Emerging Economies Fund are as
follows:

Asset Allocation*
Equity 60-100%
Debt including cash & short-term investments 0-40%

Geographical Allocation*
Brazil, Russia, India, Greater China Region (BRIC) 80-100% ™
Other markets 0-20%

Note :

(@ Inrespect of Greater China Region, investments of the Principal BRIC Emerging Economies Fund may include shares
or depository receipts of companies of Greater China Region or companies listed outside Greater China Region but
derive substantial revenue from Greater China Region. “Greater China Region” currently includes People’s Republic of
China, Hong Kong, Macau and Taiwan.

(b) Inrespect of India, Russia and Brazil, investments of the Principal BRIC Emerging Economies Fund may include shares
or depository receipts of Indian, Russian or Brazilian companies listed on a stock exchange in India, Russia or Brazil or
on any other stock exchange.

(c) The Principal BRIC Emerging Economies Fund may also gain exposure to BRIC markets through investment in index-
tracking funds or I-shares (i.e. shares in an index-tracking fund) or other collective investment schemes which invest in
such markets.

Under normal circumstances, the Principal BRIC Emerging Economies Fund would not hedge against its currency exposure
to BRIC economies. The Principal BRIC Emerging Economies Fund may use options, futures or other derivative instruments
in order to optimize portfolio performance. Should the Principal BRIC Emerging Economies Fund invest in future contracts,
such investments would be made by Principal Global Investors, LLC which is licensed to make such investments.

Principal BRIC Emerging Economies Fund may invest in currency forwards.
The risk profile of the Principal BRIC Emerging Economies Fund is generally regarded as high.

* Investors should note that (i) the above ranges of asset and geographic allocations are for indication only and long term
allocations may vary with changing market conditions; and (i) the geographic allocation for equity investments is classified
by the place of principal business of the issuers and the geographic allocation for debt investments is classified by their
currency denomination.



Subject to the approval of the SFC, the Manager may change the investment policy of the Principal BRIC Emerging
Economies Fund by giving a three (3) months’ prior written notice (or such shorter period of notice as the SFC may approve)
to the Unitholders of the Fund. In the case of merger or sub-division of the Principal BRIC Emerging Economies Fund, the
Unitholders will also be notified of the relevant details.

RISK FACTORS

Investors should note the risk factors set out under the “Risk Factors” sections on page 6 of this Explanatory Memorandum,
which will also apply to the Principal BRIC Emerging Economies Fund.

Special risks relating to currency forwards, futures, options and other derivative instruments

Currency forwards and certain options contracts are entered into over-the-counter (OTC) directly with the counterparty
have higher risks. A default on the contract would deprive the Principal BRIC Emerging Economies Fund of the benefits of
the contract. For options, selling an option generally entails considerably greater risk than purchasing one. Although the
premium received by the seller is fixed, the seller may sustain a loss well in excess of that amount. The seller is exposed to
the risk of the purchaser exercising the option and the seller will be obliged either to settle the option in cash or to acquire
or deliver the underlying investment. Certain types of futures, like futures on indices and options may carry additional risks
over single stock futures due to the more complex nature of the underlying assets.

The performance of the fund may be influenced by movements in foreign exchange rates because currency positions held
by the fund may not correspond with the securities positions held.

Another type of derivative instrument in which the fund may invest is total return notes. An investment in total return notes
may give rise to illiquidity risk if the notes are traded infrequently, credit risk as regards the issuing entity and potential legal
risk depending on the complexity of the structure of the note.

Special risk relating to structured investments

The principal risk in investment in repurchase agreements is the potential inability of the counterparty to honour its obligation
to sell back the security on the agreed date. Asset backed securities carry potential risks relating to enforcement of
underlying securities as well as legal risks due to the complex nature of certain structures and servicing risks where the
underlying security is serviced by a party other than the owner of the underlying security.

The Manager does not currently intend to invest in repurchase agreements.

MANAGEMENT AND ADMINISTRATION

The Manager has delegated the discretionary investment management function for Principal BRIC Emerging Economies
Fund to Principal Global Investors, LLC. Principal Global Investors, LLC has sub-delegated its discretionary investment
management function for Principal BRIC Emerging Economies Fund to Principal Global Investors (Hong Kong) Limited.
Principal Global Investors (Hong Kong) Limited is regulated by the SFC.

Principal Global Investors, LLC is registered with the Securities & Exchange Commission under the USA regime.

INITIAL ISSUE OF UNITS

The Retail Class (USD) Units of the Principal BRIC Emerging Economies Fund has been launched since November 2006
and are available to investors in Hong Kong.

Institutional Class (USD) Units, Institutional Class (HKD) and Retail Class (HKD) Units of the Principal BRIC Emerging

Economies Fund will be offered to investors at such other time and price as may be determined by the Manager and the
Trustee.

CHARGES AND EXPENSES
Management Fee
The maximum management fee for each class of Units of the Principal BRIC Emerging Economies Fund is 3% per annum of

its net asset value. The management fee which the Manager may currently levy for the Retail Class (USD) Units and Retail
Class (HKD) Units is 1.5% per annum of their respective net asset value; and the management fee which the Manager may



currently levy for the Institutional Class (USD) Units and Institutional Class (HKD) Units is as follows:

1% - for assets below US$5 million
0.9% - for assets between US$5 million to 50 million
0.8% - for assets over US$50 million

Trustee Fee

The maximum trustee fee for each class of Units of the Principal BRIC Emerging Economies Fund is 1% per annum of its
net asset value. The trustee fee which the Trustee may currently levy for each class of Units of the Principal BRIC Emerging
Economies Fund is 0.2% per annum of its net asset value.

Performance Fee

The Manager is also entitled to receive a performance fee for each class of Units of Principal BRIC Emerging Economies
Fund, payable annually in arrears after the end of each performance period (which will be from 1 January to 31 December
of each calendar year) since the launch of the relevant class of Units of the Principal BRIC Emerging Economies Fund. The
first performance period for the Principal BRIC Emerging Economies Fund ended on 31 December 2007.

On each Dealing Day, the performance fee accrual will be calculated as 10% of the difference between the change in the
net asset value of the relevant class of Units of the Principal BRIC Emerging Economies Fund since the previous Dealing
Day (net of all other fees and expenses and excluding the effect of subscriptions and redemptions) and the simple daily
equivalent of the percentage defined below (hereinafter the “Defined Percentage”) provided that on such Dealing Day the
net asset value per Unit of the relevant class of the Principal BRIC Emerging Economies Fund is higher than the Low Tide
Mark (as defined below). On the first issue of the relevant class of the Principal BRIC Emerging Economies Fund, the Low
Tide Mark will be equal to the initial offer price (excluding initial charge) of such class. The Low Tide Mark of a class will not
be set at a level below the initial offer price (excluding initial charge) of that class.

For each class of the Principal BRIC Emerging Economies Fund, the Defined Percentage is 5% per annum growth in the net
asset value of the relevant Units of that class.

The cumulative performance fee accruals from the beginning of the performance period will be included in the calculation
of the net asset value per Unit. In the event of any change in the net asset value of the relevant Units of the Principal BRIC
Emerging Economies Fund being less than the simple daily equivalent of the Defined Percentage, the daily performance fee
accrual will be negative and will reduce the cumulative performance fee accrual until the accrual reaches a minimum level
of zero. During the performance period, if the cumulative performance fee accrual reaches zero and the net asset value
per Unit of the relevant class on the previous day is higher than the Beginning Low Tide Mark (as defined below) of that
performance period, such net asset value per Unit will be set as the new “Low Tide Mark” of that class. If the cumulative
performance fee accrual reaches zero and the net asset value per Unit of the relevant class on the previous day is equal to
or lower than the Beginning Low Tide Mark (as defined below) of that performance period, the Beginning Low Tide Mark wil
remain as the Low Tide Mark. No further daily performance fee accruals will be made for that class until the net asset value
per Unit of that class exceeds the new Low Tide Mark.

At the end of the performance period, if there is a positive balance of the performance fee accrual and the net asset value
per Unit of the relevant class is higher than the Beginning Low Tide Mark of that performance period, the positive balance
will become payable to the Manager and the performance fee accrual in the net asset value of the relevant class of Units
of the Principal BRIC Emerging Economies Fund will be reset to zero and the net asset value per Unit of the relevant class
on that day will be set as the Beginning Low Tide Mark of the relevant class for that next following performance period. If
there is a positive balance of the performance fee accrual and the net asset value per Unit of the relevant class is not higher
than the Beginning Low Tide Mark of that performance period, the positive balance will not become payable to the Manager
and will be brought forward to the next performance period, and the Beginning Low Tide Mark of that performance period
will become the Beginning Low Tide Mark of the next following performance period. If there is no positive balance of the
performance fee accrued at the end of the performance period, the Beginning Low Tide Mark of that performance period
will become the Beginning Low Tide Mark of the next following performance period.

“Beginning Low Tide Mark” of a performance period is the Low Tide Mark at the beginning of that performance period. The
Beginning Low Tide Mark of a Sub-Fund shall initially be set at US$10.00 for the first performance period of the Principal
BRIC Emerging Economies Fund. Beginning Low Tide Marks of the subsequent performance periods will be determined as
described above.

When there is a positive performance fee accrual during a period of significant new subscriptions into the Principal BRIC
Emerging Economies Fund with the relevant class of Units, followed by a period of negative performance, all Unitholders of
that class will participate (in proportion with their unitholdings) in the reduction in the cumulative performance fee accrual,
regardless of their actual contribution to the cumulative performance fee accrual. Also, if the net asset value per Unit of a
class of the Principal BRIC Emerging Economies Fund is rising but is still below the Low Tide Mark, the Manager will not
o1



benefit from any performance fee accruals on the relevant Units of the Principal BRIC Emerging Economies Fund, including
Units that are newly issued and which only experience positive performance.

The Manager therefore reserves the right to immediately close the relevant class of the Principal BRIC Emerging Economies
Fund for new subscriptions although redemptions will continue to be allowed as usual. Units in a new class will then
become available for subscription with an initial Low Tide Mark set at the net asset value of the relevant class.

At the end of a performance period in which a performance fee accrual becomes payable on certain classes, the Manager
reserves the right to consolidate these relevant classes into a single class. The Manager will give due consideration to the
operational and taxation impact of such a class consolidation and all affected Unitholders will be informed accordingly of
their revised class allocation. If no performance fee accrual is payable for a class at the end of a performance period, the
Beginning Low Tide Mark for the next following performance period remains unchanged for that class (i.e. the same as the
Beginning Low Tide Mark of that performance period), hence the Beginning Low Tide Mark will never be lower than the
previous Beginning Low Tide Mark and the net asset value per Unit on which the performance fee was last calculated and
paid.

Units of the Principal BRIC Emerging Economies Fund will be subscribed or redeemed during a performance period based
on the net asset value per Unit (taking into account any positive balance of performance fee accruals as calculated in
accordance with the above) and there is no adjustment on each Unit individually. The price at which investors subscribe
or redeem Units at different times during a performance period will be affected by the performance of the Principal BRIC
Emerging Economies Fund and its level of subscriptions and redemptions, which could have a positive or negative effect on
the performance fee borne by them.

Other Charges and Expenses

Apart from costs and expenses incurred in the establishment of the Fund allocated to it, the Principal BRIC Emerging
Economies Fund will also bear the costs and expenses incurred by the Manager and the Trustee in its establishment.
Such costs and expenses are estimated to be approximately US$12,000 and will be charged to each class of Units of the
Principal BRIC Emerging Economies Fund and amortised over the first five years of the Principal BRIC Emerging Economies
Fund.

In addition, unless otherwise specified in this Appendix, other fees and charges as set out in the “Charges and Expenses”
section on pages 14 to 15 of the Explanatory Memorandum may also be deducted from the Principal BRIC Emerging
Economies Fund.

APPENDIX 2

PRINCIPAL ASIA PACIFIC HIGH INCOME BOND FUND

This Appendix contains fund-specific information of the Principal Asia Pacific High Income Bond Fund and forms part of
the Explanatory Memorandum. The Principal Asia Pacific High Income Bond Fund is a sub-fund of the Fund, and unless
otherwise provided in this Appendix, the information in the “General Provisions” section of this Explanatory Memorandum
shall also be applicable to the Principal Asia Pacific High Income Bond Fund provided that unless the context requires
otherwise, all references in the “General Provisions” of this Explanatory Memorandum to:

(i) “Retail Class (USD) Units” shall mean “Retail Class (USD) Income Units and Retail Class (USD) Accumulation Units”;
(i)  “Retail Class (HKD) Units” shall mean “Retail Class (HKD) Income Units and Retail Class (HKD) Accumulation Units”;

(i) “Institutional Class (USD) Units” shall mean “Institutional Class (USD) Income Units and Institutional Class (USD)
Accumulation Units”; and

(iv) “Institutional Class (HKD) Units” shall mean “Institutional Class (HKD) Income Units and Institutional Class (HKD)
Accumulation Units”.

Save as otherwise provided, defined terms used in this Explanatory Memorandum shall have the same meaning in this
Appendix.



DEFINITIONS

“Institutional Class (HKD)
Accumulation Units”

in respect of the Principal Asia Pacific High Income Bond Fund, means such class of Units
that is made available to professional investors (as defined in the Securities and Futures
Ordinance), the Dealing Currency of which is Hong Kong dollars and in respect of which,
unless otherwise determined by the Manager, income receivable after the date of issue
thereof shall be accumulated and reflected in the price of the Units;

“Institutional Class (HKD)
Income Units”

in respect of the Principal Asia Pacific High Income Bond Fund, means such class of Units
that is made available to professional investors (as defined in the Securities and Futures
Ordinance), the Dealing Currency of which is Hong Kong dollars and in respect of which,
unless otherwise determined by the Manager, income receivable after the date of issue
thereof shall be distributed in accordance with the terms of the Trust Deed;

“Institutional Class (USD)
Accumulation Units”

in respect of the Principal Asia Pacific High Income Bond Fund, means such class of Units
that is made available to professional investors (as defined in the Securities and Futures
Ordinance), the Dealing Currency of which is US dollars and in respect of which, unless
otherwise determined by the Manager, income receivable after the date of issue thereof
shall be accumulated and reflected in the price of the Units;

“Institutional Class (USD)
Income Units”

in respect of the Principal Asia Pacific High Income Bond Fund, means such class of Units
that is made available to professional investors (as defined in the Securities and Futures
Ordinance), the Dealing Currency of which is US dollars and in respect of which, unless
otherwise determined by the Manager, income receivable after the date of issue thereof
shall be distributed in accordance with the terms of the Trust Deed;

“Retail Class (HKD)
Accumulation Units”

in respect of the Principal Asia Pacific High Income Bond Fund, means such class of Units
that is made available to retail investors or other investors to whom the Institutional Class
(USD) Accumulation Units, Institutional Class (USD) Income Units, Institutional Class (HKD)
Accumulation Units and Institutional Class (HKD) Income Units are not made available, the
Dealing Currency of which is Hong Kong dollars and in respect of which, unless otherwise
determined by the Manager, income receivable after the date of issue thereof shall be
accumulated and reflected in the price of the Units;

“Retail Class (HKD)
Income Units”

in respect of the Principal Asia Pacific High Income Bond Fund, means such class of Units
that is made available to retail investors or other investors to whom the Institutional Class
(USD) Accumulation Units, Institutional Class (USD) Income Units, Institutional Class (HKD)
Accumulation Units and Institutional Class (HKD) Income Units are not made available, the
Dealing Currency of which is Hong Kong dollars and in respect of which, unless otherwise
determined by the Manager, income receivable after the date of issue thereof shall be
distributed in accordance with the terms of the Trust Deed;

“Retail Class (USD)
Accumulation Units”

in respect of the Principal Asia Pacific High Income Bond Fund, means such class of Units
that is made available to retail investors or other investors to whom the Institutional Class
(USD) Accumulation Units, Institutional Class (USD) Income Units, Institutional Class (HKD)
Accumulation Units and Institutional Class (HKD) Income Units are not made available,
the Dealing Currency of which is US dollars and in respect of which, unless otherwise
determined by the Manager, income receivable after the date of issue thereof shall be
accumulated and reflected in the price of the Units;

“Retail Class (USD)
Income Units”

in respect of the Principal Asia Pacific High Income Bond Fund, means such class of Units
that is made available to retail investors or other investors to whom the Institutional Class
(USD) Accumulation Units, Institutional Class (USD) Income Units, Institutional Class (HKD)
Accumulation Units and Institutional Class (HKD) Income Units are not made available,
the Dealing Currency of which is US dollars and in respect of which, unless otherwise
determined by the Manager, income receivable after the date of issue thereof shall be
distributed in accordance with the terms of the Trust Deed;




INVESTMENT OBJECTIVES AND POLICIES OF PRINCIPAL ASIA PACIFIC HIGH
INCOME BOND FUND

The Principal Asia Pacific High Income Bond Fund seeks to provide a return of capital growth and high level of income
primarily through investment in a portfolio of high grade and high yield bonds (investment grade bonds and non-investment
grade high yield bonds) and other fixed and floating rate instruments issued by governments, government agencies,
supranational organizations, corporate or other issuers in Asia Pacific.

The target ranges of asset allocation and geographic allocations of the Principal Asia Pacific High Income Bond Fund are as
follows:

Asset Allocation*
Range
Bonds and Other Fixed Income Instruments 70-100%
Convertible Debentures/Bonds 0-20%
Cash and Bank Deposits 0-30%
Geographic Allocation*
Range
Asia Pacific 70-100%
Others 0-30%

Subject to the investment restrictions set out in paragraph (xvi) under the “Investment Restrictions” section on page 7 of
this Explanatory Memorandum, the Principal Asia Pacific High Income Bond Fund may utilise currency forwards, options on
currencies and options on bonds as part of its portfolio management strategy.

The Principal Asia Pacific High Income Bond Fund may invest in certain structured investments. The fund may acquire asset
backed securities and may enter, either as a purchaser or seller, into repurchase agreements from time to time. The fund
may only enter into repurchase agreements on an ancillary basis. The counterparties of such repurchase transactions are
highly rated financial institutions specialised in this type of transactions. During the term of the repurchase agreements, the
Principal Asia Pacific High Income Bond Fund may not sell the securities which are the object of any repurchase agreement
(i) either before the repurchase of the securities by the counterparty has been carried out or (i) the repurchase period has
expired. The value of purchased securities subject to repurchase obligation shall be restricted at such a level that the
Principal Asia Pacific High Income Bond Fund is able, at all times, to meet its obligations to redeem its own securities.

The risk profile of the Principal Asia Pacific High Income Bond Fund is generally regarded as high.

* Investors should note that (i) the above ranges of asset and geographic allocations are for indication only and long term
allocations may vary with changing market conditions; and (i) the geographic allocation for debt investments is classified
by the place of principal business of the issuers.

Subject to the approval of the SFC, the Manager may change the investment policy of the Principal Asia Pacific High
Income Bond Fund by giving a three (3) months’ prior written notice (or such shorter period of notice as the SFC may
approve) to the Unitholders of the Principal Asia Pacific High Income Bond Fund. In the case of merger or sub-division of
the Principal Asia Pacific High Income Bond Fund, the Unitholders will also be notified of the relevant details.

RISK FACTORS

Investors should note the risk factors set out under the “Risk Factors” sections on page 6 of this Explanatory Memorandum,
which will also apply to the Principal Asia Pacific High Income Bond Fund.

Special risks relating to currency forwards, futures, options and other derivative instruments

Currency forwards and certain options contracts are entered into over-the-counter (OTC) directly with the counterparty have
higher risks. A default on the contract would deprive the Principal Asia Pacific High Income Bond Fund of the benefits of
the contract. For options, selling an option generally entails considerably greater risk than purchasing one. Although the
premium received by the seller is fixed, the seller may sustain a loss well in excess of that amount. The seller is exposed to
the risk of the purchaser exercising the option and the seller will be obliged either to settle the option in cash or to acquire
or deliver the underlying investment. Certain types of futures, like futures on indices and options may carry additional risks
over single stock futures due to the more complex nature of the underlying assets.

The performance of the fund may be influenced by movements in foreign exchange rates because currency positions held
by the fund may not correspond with the securities positions held.



Another type of derivative instrument in which the fund may invest is total return notes. An investment in total return notes
may give rise to illiquidity risk if the rates are traded infrequently, credit risk as regards the issuing entity and potential legal
risk depending on the complexity of the structure of the note.

Special risk relating to structured investments

The principal risk in investment in repurchase agreements is the potential inability of the counterparty to honour its obligation
to sell back the security on the agreed date. Asset backed securities carry potential risks relating to enforcement of
underlying securities as well as legal risks due to the complex nature of certain structures and servicing risks where the
underlying security is serviced by a party other than the owner of the underlying security.

The Manager does not currently intend to invest in repurchase agreements.

MANAGEMENT AND ADMINISTRATION
The Manager has delegated the discretionary investment management function for the Principal Asia Pacific High Income
Bond Fund to Principal Global Investors, LLC. Principal Global Investors, LLC has appointed Principal Global Investors
(Australia) Limited to provide discretionary investment management service for the sub-fund. Principal Global Investors
(Australia) Limited is a member company of the Principal Financial Group, Inc.

Principal Global Investors, LLC is registered with the Securities and Exchange Commission under the USA regime. It
manages US$200.8 billion assets as of 30 June 2009.

CLASSES OF UNITS
The following classes of Units are available for issue under the Principal Asia Pacific High Income Bond Fund :
e Institutional Class (USD) Income Units;
. Institutional Class (USD) Accumulation Units;
. Institutional Class (HKD) Income Units;
. Institutional Class (HKD) Accumulation Units;
o Retail Class (USD) Income Units;
. Retail Class (USD) Accumulation Units;
. Retail Class (HKD) Income Units; and
. Retail Class (HKD) Accumulation Units.

The Retail Class (USD) Income Units of the Principal Asia Pacific High Income Bond Fund has been made available to
investors since the launch of the Principal Asia Pacific High Income Bond Fund in May 2007.

INITIAL ISSUE OF UNITS

The Retail Class (USD) Accumulation Units will be initially offered for subscription by investors during the Initial Period from
9:00 a.m. (Hong Kong time) on 1 January 2008 to 4:00 p.m. (Hong Kong time) on 31 December 2009 (unless otherwise
extended or shortened by the Manager). All Units are denominated in U.S. Dollars.

Units of the Retail Class (USD) Accumulation Units are being offered at an initial issue price of US$10.00 per unit (exclusive
of any applicable initial charge). Dealing of the Units will commence on the Dealing Day immediately following the closure of
the Initial Period.

The Institutional Class (USD) Income Units, the Institutional Class (USD) Accumulation Units, the Institutional Class (HKD)
Income Units, the Institutional Class (HKD) Accumulation Units, the Retail Class (HKD) Income Units and the Retail Class (HKD)
Accumulation Units of the Principal Asia Pacific High Income Bond Fund will be offered to investors at such other time and
price as may be determined by the Manager and the Trustee.

N
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CHARGES AND EXPENSES
Management Fee

The maximum management fee for each class of Units of the Principal Asia Pacific High Income Bond Fund is 3% per
annum of its net asset value. The management fee which the Manager may currently levy for the Retail Class (USD)
Units and Retail Class (HKD) Units is 1% per annum of their respective net asset value; and the management fee for the
Institutional Class (USD) Units and Institutional Class (HKD) Units is 0.7% per annum of their respective net asset value.

Trustee Fee

The maximum trustee fee for each class of Units of the Principal Asia Pacific High Income Bond Fund is 1% per annum of
its net asset value. The trustee fee which the Trustee may currently levy for each class of Units of the Principal Asia Pacific
High Income Bond Fund is 0.2% per annum of its net asset value.

Other Fees and Charges

Apart from costs and expenses incurred in the establishment of the Fund allocated to it, the Principal Asia Pacific High
Income Bond Fund will also bear the costs and expenses incurred by the Manager and the Trustee in its establishment.
Such costs and expenses are estimated to be approximately US$26,000 and will be charged to each class of Units of
the Principal Asia Pacific High Income Bond Fund and amortised over the first five years of the Principal Asia Pacific High
Income Bond Fund.

In addition, unless otherwise specified in this Appendix, other fees and charges as set out in the “Charges and Expenses”
section on pages 14 to 15 of the Explanatory Memorandum may also be deducted from the Principal Asia Pacific High
Income Bond Fund.

DISTRIBUTION POLICY

For Retail Class (USD) Income Units, Retail Class (HKD) Income Units, Institutional Class (USD) Income Units and
Institutional Class (HKD) Income Units, the Manager currently intends to distribute all income (other than any realised
gain on sale of investments, unrealised gain on investments and foreign exchange gain) or any part thereof earned by the
Principal Asia Pacific High Income Bond Fund attributable to such Units on a quarterly basis within eight (8) weeks of the
end of each calendar quarter each year (i.e. 31 March, 30 June, 30 September and 31 December). However, distributions
are made at the sole and absolute discretion of the Manager and are not guaranteed, and the Manager may decide not to
make any distributions for a particular calendar quarter without notice to the unitholders. Where a distribution payable to a
Unitholder exceed US$50, it will normally be paid in US dollars by cheque and delivered by post at the risk of the Unitholder.
Unitholders may also receive distributions through telegraphic transfer (after deduction of the relevant bank charges) by
giving prior written instructions to the Manager. Unitholders may by giving written instructions to the Manager elect to
reinvest distributions to which they are entitled by subscribing for additional Units in the Principal Asia Pacific High Income
Bond Fund. Any distribution of US$50 or below will automatically be reinvested in the Principal Asia Pacific High Income
Bond Fund by subscribing and crediting to the account of the relevant Unitholder additional Units of the relevant class.

For Retail Class (USD) Accumulation Units, Retail Class (HKD) Accumulation Units, Institutional Class (USD) Accumulation
Units and Institutional Class (HKD) Accumulation Units, the Manager currently does not intend to make distributions in
respect of such Units, and any income earned by the Principal Asia Pacific High Income Bond Fund attributable to such
Units will be reinvested in the Principal Asia Pacific High Income Bond Fund and reflected in the price of such Units.





