Neutron Asia Absolute Return Fund

Monthly Newsletter July 2020

e & Yy == \ ‘ ! D S
%’ 1 . . - i~ o 7 = B R !
NAV & Returns
NAV/Share (HK$) MoM YTD Since Investment
t +32.67%

Neutron Fund Limited
t +6.07%

Neutron Asia Absolute Return Fund\fFA™) 1,172.8328 1 +0.60% .
Historical Monthly Returns
Aug Sep Oct Nov Dec YTD
+6.07

NFA — Net Returns
MoM Jan Feb Mar Apr May Jun Jul
2020 -5.01 +0.51 -9.32 +9.34 +2.28 +8.91 +0.60
2019 +3.41 +2.13 -0.21 +2.82 -8.13 +1.05 -1.72 -3.08 810. +3.40 +1.24 +4.90 +6.06
2018 +5.45 -4.59 -5.68 -1.09 -0.21 -3.13 -0.23 -2.46 +0.90 885. +0.52 -245  -17.78
2017 +3.86 +3.37 +0.47 +0.56 +3.51 +1.01 +3.23 +1.55 390. +2.62 +2.29 +3.49 +29.66
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 -422 120 +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 +1.68 +1.24 -1.37 +1.52
Hall Park Capital — Gross Returns
2013 +11.98 +1.76 +2.87 +6.79 +9.71 -7.19 +2.83 -1.79 .082 +31.39Y
2012 +2.45 +6.61 -4.36 -1.41 -2.89 +1.28 +3.28 +1.30 630. +3.89 +2.11 +4.24 +16.61
2011 -3.10 -4.20 +5.57 +0.28 -0.87 -1.56 -1.53 +3.11 291. -3.73 -0.27 -1.10 -6.11
2010 -0.72 -0.29 +1.53 +4.44 -2.93 -0.53 +1.81 +3.26 891  +4.23 +0.96 +8.39 +29.82
+1.19 +7.92 +1.26 +1.89 -3.40 860. +0.07 +4.22 +6.91 +28.36

2009
was substantially similar to NFA with any differexscdue primarily to portfolio management decisigiven the market conditions prevailing during tlegipd. The account was

@  Capital _ ‘
closed after September 2013, with assets transfésrblFA. Additional information can be providepan request.
Industry Sector Holdings

+1.12 +2.88 +3.77 .
The Hall Park Capital Account is provided for iliegtive purposes only, and represents the portfomager’s personal account. The account pursuét/astment strategy that

Performance
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For short position, investraggrbup as shorts.

For further info, please visit Bloomberg ticker: REUTA:KY; or website http://neutronasiaabsolutecheutron.com/

Fund Information
Investment Objective The investment objective of Neutron Asia AbsolutgiRn Fund is to focus on but not limited to AskaJapan and aims to
generate positive returns in all market conditions.
Investment Style It is a concentrated portfolio of stock picks enyaig a fundamental value approach seeking to takargage of trading
opportunities from both the long and the short.side
Investment Launch Date 2 October 2013 Domicile Cayman Islands
Fund Size HK$199 million Fiscal Year End 31 December
Approx. US$26 million
Ernst & Young Limited

Auditor

DBS Bank Ltd., Hong Kong Branch
Portfolio Manager

Directors Vincent Leung
Patrick Harrigan (Independent)

Sean Flynn (Independent)
1.5% p.a.
Monthly

Jonathan Garrick

Administrator & Custodian
jonathan@bricneutron.com

15% of profits above hurdle

Performance Fee
1% for early redemption in the first year

Management Fee
Dealing Redemption Fee
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In July the fund gained +0.60% net of fees. The NAY,172.8328 as of July 31st 2020 leaving the fumé.07% year to date.

For the portfolio, July took us back into the COVIP-ftandemic as a resurgence in local cases spagkesved fears and the
government reinstated tighter personal and econsicictions. On the political front, the HK lelgisve elections scheduled for
September were controversially postponed for a yigas.comes on the back of the US revoking the Hig'scial status and other
countries including the UK and Canada suspendingeéition treaties in response to the impositiothef National Security Law.
As a consequence, optimism was drained out of theedticrrecovery plays despite the improvement imendc activity data.
With regards to the holdings list, there was rotatiat a couple of recent gainers where the riskaoniegs and outlook now seem
to be to the downside. We added back an old e-cooentelding that had seen a spike in activity inyMad June and a large-
cap announcing a spin-off of a prized division. Agesault, our net exposure slightly decreased byetiek of the month. With
regards to the performance attribution, this maoméls far more mixed. There were gains from HK Exchaoge e-commerce
holdings and our consumer company with a spin-dfé ain detractions came from our healthcare nameé£nergy company.
There was a mixed performance in our non-bank firdsidnternet and education holdings. On the skidet, our index futures
positions weighed on performance.

In this environment, our holdings list continuegdous on companies that are benefitting from adied behaviour changes. Our
conviction in certain names that progressed irr th@iporate actions increased over the month. Ameje of this was holding
Wilmar International (WIL SP, mkt cap U$22bn) whodeir@ operations, YKA, is to be listed on A-share @hmainboard in
2H20. In July, YKA reported a recurring net profitRib 2,863m in 1H20 up +131% yoy driven by the recgun household
demand for their consumer products in China. Thigdtter than expected. Wilmar International willrbporting their own 2Q
results on August 11th and as the China operationtributed more than 60% of its last net profitsestors are increasingly
optimistic. The strong performance of YKA and the yart A-share market have analysts raising bothr geginings estimates
and the potential valuation multiple for the upcoglPO. Even the most optimistic multiples at 21-p%x, compare favourably
with less attractive peers in the A-share market.afded to our position during the month and loo&aahto the IPO later this
year. Another example is our China education hokliwbich made a net positive contribution this mortfe sector is seeing
ongoing momentum as a domestic industry much fadby the government. Premier Li Kegiang stated hifigher vocational
schools would increase by another two million stuslener the next two years, together with over 35amilin vocational training.
As unemployment is a major political issue in Chif@@purable policies that enlarge student recruitnie seen as a priority. As
a result, the Ministry of Education is pushing teelerate independent colleges’ transformation.géoication companies, this is
a batch of favourable higher education policies #mongst other points, benefits student enrolinmemibers, would improve
profitability and give a more robust growth outlodis investors, we can expect enlargement of exigtapol enrollments and
active M&A in the sector. There will also be notabégital raising or placement risk despite the heditalance sheets. That said,
given the urgency to reach government mandateétsawge expect swift, attractive earnings accretivpiaitions and would be
happy to see new money raised for specific dealug;dhis is a multi-year industry transformattbeme with strong government
backing and a possible beneficiary of the coolihgtodying abroad for Chinese students. We renraiasted.

Looking ahead, the reinstatement of personal andauic restrictions will continue to weigh on mosttieé world economies.
The newsflow swings between the COVID-19 resurgence lamgriogress made in vaccine development with thEaatnand
timeframe being regularly extended. It will likelyach to flu season when the symptoms will be comnaaes they usually are.
As the data set on the virus becomes larger and m@eular it would seem that many governments aresiderably
underestimating the wider consequences of prolotgsdiown and restrictions. Under the noise, the magmnomies’ budget
deficits and spending are soaring to wartime lewtls no end in sight. A broad debasement of currencém be expected which
in turn is highly supportive of asset prices. Imi&idn, global PMIs are improving and for Chinagith2Q GDP came in stronger
than expected at 3.2%. Analysts are actually raigiagy China GDP growth forecasts and June’s econdatg confirmed a rapid
return to normal with activity largely restored.J&ervices PMI came in at 54.2 and the Caixin mactufing PMI increased to
52.8, a multi-year high. It seems remarkable thah&has already normalized. This fact will onlylfiugther fictions in US-China
relations with the next meeting on August 15th. Thislso perhaps underestimated by global investbssmay have extrapolated
their domestic situation or perhaps they are féaffiPresident Trump's executive orders and theatt@ned retribution. It is not,
however, underestimated by local investors who hiftegl Imargin finance levels to 5-year highs. Theaming results season in
Asia will be pivotal and for many of our domesticdtlzused companies, we expect at better than comsepgrating metrics and
outlook from management. For that reason, we recw@istructive. That said, as we have witnessed thighmthere are so many
other factors at play here that the short termepdiection may remain volatile. In that environmjene choose to remain
domestically focused and positioned to benefit fruoticy, corporate and behavioural changes.

BRIC Investment Manager: BRIC Neutron Asset Management Limited
N EUTRON Tel: (852) 2810 5338Fax: (852) 2810 5700
i4&4 Address: Suite 3601, 36th Floor, Tower 2, Lippo Centre, 8&€énsway, Hong Kong

Disclaimer: Possession of this document does notnstitute an offer or solicitation to purchase share of the Fund. The information in this document ifor reference
purposes only and shall not be construed as a sadlation to invest. Professional investors shouldefer to the Private Placing Memorandum prior to investing in the
Fund. The contents in this document have not beerviewed or approved by the Hong Kong Securities ahFutures Commission (SFC).




