NAV& Returns

Neutron Fund Limited NAV/Share (HK$) MoM YTD Since I nvestment
Neutron A (‘NFA”) 1061.8156 1422 % t 4.01% 1 6.79%

Historical Net M onthly Returns

MoM Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD

2015 +2.26 -2.12 +5.02 +13.59 +0.41 -4.31 -5.33 -4.22 +4.01

2014 -0.88 +1.23 -2.34 -1.79 +0.49 +4.41 +1.98 +0.98  462. +2.00 +4.43 -6.37 +1.14

2013 - - - - - - - - - +1.68 +1.24 -1.37 +1.52
Hall Park Capital*

2013 +11.98 +1.76  +2.87  +6.79  +9.71 -7.19 +2.83  -1.79 +2.08 Neutron A +31.39

2012 +2.45 +6.61 -4.36 -1.41 -2.89 +1.28 +3.28 +1.30 +0.63 +3.89 +2.11 +4.24 +16.61

2011 -3.10 -4.20 HET +0.28 -0.87 -1.56 -1.53 +3.11 +1.29 -3.73 -0.27 -1.10 -6.11

2010 -0.72 -0.29 +1.53 +4.44 -2.93 -0.53 +1.81 +3.26 +11.89 +4.23 +0.96 +8.39 +29.82

2009 +1.12 +2.88 +3.77 +1.19 L2 +1.26 +1.89 -3.40 +0.86 +0.07 +4.22 +6.91 +28.36
*The Strategy was previously expressed through Ptk Capital from January 2009 to September 20ii8. was run as a smaller managed account grdsesf

Fund I nformation

Investment The investment objective of Neutron A is to focusbuit not limited to Asia ex Japan and aims to geeepositive returns
Objective in all market conditions.
| nvestment It is a concentrated portfolio of stock picks enyphg a fundamental value approach seeking to tdkarstage of trading
Style opportunities from both the long and the short side
I nvestment .
Launch Date 2 October 2013 Neutron A - performance since
commencement of investment
Domicile Cayman Islands 30.00%
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Fund Size HK$150 million 25.00%
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The fund lost -4.22% net of fees in August. The NW&s 1061.8156 as of August®3Dver the month, the Hang
Seng index fell -12.04% and the H share index dedpgp further -12.49%. The fund remains up +4.01% ye
date. In comparison, the Hang Seng and HSCEI ama €8.2% ytd and -18.72% ytd respectively.

Financial market turmoil and volatility continuedabated in August with emerging market currenciesb stock
markets plunging further. For China, the increddnhel historic events in July extended into Augusi Wwundreds

of companies still suspended from trading and drekloroker financed ‘National team’ (China SecastFinance
Corporation, CSFC) persevering to buy stocks inatitampt to prop up the Shanghai Composite Indexe Th
economic data points remained weak and the poéisganse was clearly underwhelming. Then on Aubist,
China devalued their currency by 1.9% in a ‘oneastfon.’ That sent equities into a tailspin. Therket speculated
that this was the start of a new devaluation polldye Chinese offshore forward contracts begamite jin almost

a 5% decline by the end of the year. This createtidr financial instability.

For many commentators, a cornerstone of the budligiment on China was that the government hadasutizd

policy tools at their immediate disposal with pienf room to maneuver. Domestically, there was mwavering

belief that the government was all powerful andid@ddress any economic issue. Over the last twatimspthat
unwavering belief has been broken. This is a siganit event. As if to compound the issue, only w after the
devaluation the Chinese public had to deal withrdratous chemical warehouse explosion in Tianjire ifisident
appears to be a case of high level corruption doderof power to be able to bypass permits andagguos and
store hazardous material close to residential hofirtgs included 700 tonnes of highly toxic sodiuyawide. The
final death toll was 173 including 104 firefighteThis intensified the scrutiny over the integifythe communist
party and government control.

For the portfolio, August was disheartening. Owvrdo exposure and positioning in defensive namels stable
earnings together with more substantial short rsitstill yielded a negative outcome. Two longifiess made
positive contributions, one remained flat whilstese weighed on performance. The bulk of the negatttribution
came from heavyweight holdings in internet, teles@md travel. Our short book consisted of an erpeiiformance
in index futures, however, all but one of shoricktpositions made positive returns with oil anchteompanies
making up the lion’s share of gains. With regatation, we exited eight holdings, but reinitiatedtwo of them
and made two new additions. Both the gross anéxpisure was further reduced.

August is 2Q results reporting season. For long tmiding, Netease (NTES US, mkt cap U$15.3bn) eqpiens
were running high as their hit mobile game ‘Fantésgstward Journey’ had already been the numbegorss
ranking game in China iOS for the last four monthsaddition, there is the exciting prospect ofubstantial
pipeline of PC and mobile games to come. From #agllines, the 2Q15 results exceeded consensusevihue
growing +65% yoy and earnings +24% yoy. All thrassibess lines - gaming, advertising and e-commerce
exhibited strong growth of 66%, 22% and 127% repely. However, on the conference call some inmest
guestioned the falling margins. Netease’s adj. atpeg margin had dropped to 35% vs 40% in 1Q154%% in
2Q14. Some softening was expected due to the isedezontribution from mobile games. Even with thken into
account, certain investors took issue with the egfiare on new businesses such as the cross bexatEnmerce
platform, Kaola.com. The tone was concerning. Tiheljeved Netease was straying from core competeracid
pouring money into a risky, highly competitive, lesumargin venture. The stock fell over 10% in tvaysl We
significantly reduced our position and over thesaguent days sold out completely. By the end oftbath, the
stock had fallen over 20% to close at U$111.18gberre. We view this move as an overreaction. The ere
commerce venture remains comparatively small irfabe of an accelerating online games businesgdrarates
huge cash flow. The company has U$30 per shareasétand is trading on 12.1x p/e FY16. The managehaes
a favourable track record, paying quarterly dividieand subsequently announcing a U$500m share tkiyba




program. Looking ahead, we would not be surprigetidar talk of a spin off the e-commerce businéés.re-
initiated a smaller position by the end of the nhont

One positive surprise came from the 1H15 result$isangdong Investment (GDI, 270 HK, mkt cap U$8)6a

holding first mentioned back in Nov 2013’s newsdetiVe still like the water distribution company fts net cash,
strong free cash flows, inexpensive valuation of ple especially given its low risk to earnings.orthirds of
profit is secured by water supply to Hong Kong. Pheblem has been that they have been talking ahouhg

assets off the parent for two years and to no avh#é 1H15 results saw recurrent net profit gai%2lyoy which

was above expectations. The main surprise wasaegunced the acquisition of toll road and watejguts from
their parent to be transacted in October. Detailthe deals were sparse, but management indidatedttractive
valuations. Analysts reacted positively by raisgagnings and citing a low investment risk in infrasture projects
with long track records. Looking ahead we expectenaxquisitions to drive earnings as GDI still R€$794m

net cash. An extra driver may materialize in a ocafe reorganization or disposal of non-core assath as
properties, hotels or department stores. Progrrgshas slow.

For investors, the concerns and instability havenisified. August follows on from July with the Bawvs from
funds and ETFs accelerating. We continue to sesgpcstecks become cheaper and the irrational mdtess caused
by blanket redemptions weaken confidence and ctarmicWe recognize the turmoil within China and esth
emerging markets and have positioned accordinghe ®vercapacity in many heavy industries is a diffi
structural problem. We are definitely not ‘all omy China, but we are not ‘all out’ either. Chin#hs world’s second
largest economy and is not going away. The stratgnowth industries will continue to develop aralue will
emerge. We are confident that opportunities wiier
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