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NAV & Returns

Neutron Fund Limited

Neutron Asia Absolute Return Fun
(u NFA“)

NAV/Share (HK$) MoM YTD Since I nvestment

1287.6339 t 3.23% 1 17.08% t 29.51%

Historical Net M onthly Returns

MoM Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec YTD
2017 +3.86 +3.37 +0.47 +0.56 +3.51 +1.01 +3.23 +17.08
2016 -6.64 -0.96 +4.32 +0.04 -0.53 -0.39 +3.04 +3.73 982, -2.03 -1.55 -4.79 -3.37
2015 +2.26 -2.12 +5.02 +13.59 +0.41 -4.31 -5.33 -4.22 120 +5.14 +0.00 +1.83 +11.49
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 +11.98 +1.76 +2.87 +6.79 +9.71 -7.19 +2.83 -1.79 +2.08 +1.68 +1.24 -1.37 +31.39* +1.52
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 +5.57 +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 +7.92 +1.26 +1.89 -3.40 +0.86 +0.07 +4.22 +6.91 +28.36

* Hall Park Capital, the Strategy was previouslpessed through Hall Park Capital from January 260®eptember 2013. This was run as a smaller neghacrount gross of fees.

Fund Infor mation

I nvestment The investment objective of Neutron Asia AbsolutéuRe Fund is to focus on but not limited to AsiaJapan and aims
Objective to generate positive returns in all market condgio
I nvestment It is a concentrated portfolio of stock picks enyhg a fundamental value approach seeking to tdkargage of trading
Style opportunities from both the long and the short side
I nvestment 2 October 2013 Domicile Cayman Islands
Launch Date
Fund Size HK$473 million Dealing Monthly
Approx. US$61 million
Administrator DBS Bank Ltd., Auditor Ernst & Young Limited
& Custodian Hong Kong Branch
Directors Vincent Leung Portfolio Manager Jonathan Garrick
Patrick Harrigan (Independent) jonathan@bricneutron.com
Sean Flynn (Independent)
M anagement 1.5% p.a. Perfor mance Fee 15% of profits above hurdle
Fee
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For further information, please visit Bloomberdgc. BNNEUTA:KY or website http://neutronasiaabgelbricneutron.com/
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In July the fund gained +3.23 % net of fees. The NAY287.6337 as of July 81 As a consequence, the fund has gained +17.08#6 yea
to date.

For the portfolio, our strategy of raising bothgg@nd net exposure continued across the mongiptoach the highest levels of the year.
Our portfolio rotation meant that we initiated thremv long positions, added to several of our topihgkland exited four. The theme of
the rotation was out of smaller companies into teavier weighted positions. With regards to perforceaattribution, fourteen long
positions made a positive contribution whilst sitrdeted. On the plus side, there was broad gainssthe portfolio with the most
notable advances in our recent internet purchasksancial holding and our Chinese industrial nengy far the main detraction from
performance was a HK based technology company wheaiseasily beat the earnings forecast, but #aés guidance for the 3Q was
disappointingly flat. The stock price suffered dedim adverse reaction and so weighed on the partfisliaddition, our energy and non-
bank financial holding softened and our travel senimes were mixed. On the short side, our few m@n@iingle stock shorts were a
slight detraction and were either reduced or coveden index futures positions provided a small riegan the lowest trading activity
this year.

One notable contributor this month was our holdinigimgboard Chemicals (148 HK, mkt cap U$4.7bn). W& eghlighted the company
in our March newsletter after the full year 2016utesconfirmed a strong recovery in all core busgneegments with growth in both
revenues and margins. On a news flow front, we higtdifjthe increase demand for its copper clad lamsnatd the chemicals division
where recently introduced strict regulatory constsabn capacity had driven pricing and margins éighThis situation would persist
and was a marked improvement in their competitiveitipm. In July, the company released a profittad&pecting an increase in net
profit of over 30% yoy in 1H 2017. They stated it waainly attributable to the growth in profit margimsthe PCB, chemicals and in
particular the laminates division. The more compredive investment case is in the previous newsletter also focused on the
underappreciated property division. Here the keglgst in our view will be the potential spin-off dfat business which will crystalize
significant shareholder value. The stock price gdit3% in July and is pushing new highs. Analyst caye remains sparse and with
valuations at a compelling 7.3x P/E, 0.9x P/B wi%a @ield we remain firm holders.

Another solid contributor this month was one of cavé¢l holdings, China Lodgings (HTHT US, mkt cap @&#) which one of the
leading multi-brand hotel groups in China. The cleal evolution of the industry is unmistakabletfas hotel market in China remains
highly fragmented with 80% non-branded and only 2#8&ded. This compares to 70% branded / 30% namdbdhin the USA. As both
business and holiday travel becomes more prevdtentjemand for booking value for money brandedpebis surging. The company
is well positioned and expanding fast. At last catinotvns or leases 620 hotels and franchises or aléses an additional 2,716 (Total
3,336). The company strategy is to upgrade thelgbtihotels, expand their midscale brands and ghiesgrowth in revenue per available
room. Currently 77% of their hotel rooms are inrTieand 2 cities with only 19% in mid and upscalepgarties. This month saw the latest
operating statistics which were impressive. Despiteftogress, there is still plenty of room to rurooking at the average daily room
rate, the increase was +5.2% but remains at a low BBA{U$ 27.31). Occupancy rates increased to 84%RanBAR increased +9.8%
yoy to Rmb153 (U$23). The upgrade of the brand of Tifam hotels is an ongoing success. The companyahast growing loyalty
program with over 81 million members. The vast majasf whom book direct. It is hard to imagine m¥cnot increasing from these
levels. A 1% change in the room rates of owned hatetgases EPS by 3.7%. No doubt this is a compgediiructural growth story. As
a consequence, the valuation has been elevatedheisiock price gaining +26% in July. The earniagd outlook will have to continue
to deliver.

July marks the start of the 2Q earnings seasonfterhao positive quarters in the HK/China markeiqextations have certainly firmed
up. Nonetheless, we are cautiously optimistic witluatibns remaining relatively subdued and the datatg continue to improve. On a
macro level, China’s 2Q17 GDP report beat expectatgai, with real GDP growing 6.9% yoy. In additiore tontinued weakness in
the US dollar has given an unexpected tailwind torgmg markets. For us on a micro level, we see ouparates operating well by
growing revenues, expanding margins and paying higividends. Looking ahead, the risk going intoutessannouncements seems to
be on the forward guidance or outlook. That said see evidence that global equity investors stillaenunderweight and the fund
inflows continue to support the market. We remainficient in our selective strategy with a focus aucural growth and value with
catalyst.

NEUTRON  Td: (852) 2810 5338 ax: (852) 2810 5700

N BRIC Investment M anager: BRIC Neutron Asset Management Limited
FERRYEYRYS  Address: Suite 3601, 36th Floor, Tower 2, Lippo Centre, 8&énsway, Hong Kong

Disclaimer: Possession of this document does not constitute an offer or solicitation to purchase shares of the Fund. The information in this document isfor reference purposes
only and shall not be construed as a solicitation to invest. Professional investors should refer to the Private Placing Memorandum prior toinvesting in the Fund. The contents
in this document have not been reviewed or approved by the Hong K ong Securities and Futures Commission (SFC).




