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Phillip Wealth Funds
- Phillip HKD Money Market fund
For the year ended 31 December 2021

Investment Manager’s report
Phillip Wealth Funds -
Phillip HKD Money Market fund (“the Sub-Fund”)

Beview

For the year ended 31 December 2021, the fund generated a net return of 0.06% p.a. With the
benchmark 1-week HIBOR average of 0.059% over the same period.

As at 31 December 2021, the fund’s Weighted Average Maturity ("WWAM") stood at 50.88 days.
The fund primarily invested in fixed-rate bonds issues of the Asian region and bank deposits.

The Hong Kong economy recovered visibly in 2021, with real GDP resuming appreciable year-
on-year growth of 6.4%, led by very strong growth of exports of goods. Meanwhile, Hong
Kong's unemployment rate dropped to 3.9% for the three-month period ending in December,
as the economic impact of the coronavirus pandemic appeared to ease amid falling case
counts and a relaxation of social-distancing rules. Yet with the spread of new Omicron COVID-

19 variant, social distancing requirements and travel restrictions continued to weigh on some
industries.

Regarding Hong Kong Dollar market, HKD spot rate started to depreciate since the end of
February 2021. In December 2021, HKD depreciated by 0.56% against the USD to 7.79686,
compared to 1 year ago. Meanwhile, Aggregate Balance dropped to HKD378 billion but short
end Hong Kong interest rate continues to stay low, showing flush liquidity in the system.

Short-term interest rates generally stayed low in the fourth quarter. The Hong Kong interbank
offered rate (HIBOR) for one month and three months reached 0.16% and 0.26% at the end
of December 2021, compared to 0.18% and 0.35% a year ago, respectively,

Qutlook

With the revival of the global economy, Hong Kong's external segments are expected to
expand further, though international travel and inbound tourism will likely take time to recover.
The improved local business sentiment, coupled with the support from various government
relief measures, should help domestic demand to improve in the period ahead. In the
2022/2023 fiscal budget, the government forecasted deficit spending of HKDS56.3 billion. The
key measures of the budget include funding support for pandemic response and vaccine
procurement, support for enterprises and for individuals and households.

The Hong Kong's economy is expected to visibly recover this year and the government
forecasted the 2022 GDP growth to reach between 2% to 3.5%, supported by the economy
normalization and improved domestic consumption. With the support of government'’s fiscal
relief package, the tourism, retail and service sectors are expected to recover slowly though
the emergence of COVID-19 variant stiil affecting the economic activities.
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Phillip Wealth Funds
- Philiip HKD Money Market fund
Far the year ended 31 December 2021

Investment Manager’s report
Phillip Wealth Funds -

Phillip HKD Money Market fund (“the Sub-Fund”)
(continued)

Qutlook (continued)

With the rebound in demand from major economies and instable oil supply due to Russia-
Ukraine war, inflation is picking up globally. CP! inflation in the US rose to 7% in December
2021. It is the highest US CPI reading in 40 years, Many of the FOMC (US Fed policy rate
setting) members are openly advocating for reducing the size of asset purchases and pursue
rate increases sooner than earlier envisaged. In the December FOMC meeting, the FED
acknowledged the risk of inflation picking up. It raised the dot plot (members’ expectation of
future policy rates) higher, implying at least three rate hikes in 2022.

Under the linked-exchange rate regime, interest rates in Hong Kong tend to follow those in the
US. Provided that US Federal Reserve begins raising interest rate in the coming year, we
expect Hong Kong dollar interest rates will start rising soon.

The fund has always reflected a target weighted average maturity of less than 60 days and
weighted average life of less than 120 days, with overnight and 7 days liquidity of 7.5% and
18% respectively. The fund will continue to focus its investments in high-quality short-term
corporate papers of issuers with strong balance sheets, robust business models and steady
operating cash flows, deposits and short terms money market securities in high quality bank
counterparties and issuers with strong balance sheet and capital.

' )
)
@g (X{-( } For and on behalf of

) Phillip Capital Management (HK) Limited

Ui WANSaT Wong 1ua it L)

2 7 APR 2022
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Phillip Wealth Funds
- Phillip HKD Money Markst fund
For the year ended 31 Dacember 2021

Trustee’s Report
Phillip Wealth Funds -

Phillip HKD Money Market fund (“the Sub-Fund”)

We hereby confirm that, in our opinion, the Manager of the Sub-Fund has, in all material
respects, managed the Sub-Fund in accordance with the provisions of the trust deed dated 12

April 2017, as amended by Supplemental trust deeds dated 12 April 2017 (collectively the
“Trust Deed”), for the year ended 31 December 2021.

For and on behalf of

AuthoriZéd Signatory ) BNP Paribas Securities Services

Yvonne CHAN
Authorized Signatory

17 APR 2022
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Phillip Wealth Funds
- Phillip HKD Money Market fund
For the year ended 31 December 2021

Statement of responsibilities of the Manager and the
Trustee

Manager’s responsibilities

The Manager of Phillip Wealth Funds - Phillip HKD Money Market fund (“the Sub-Fund”) is
required by the Code of Unit Trusts and Mutual Funds issued by the Hong Kong Securities and
Futures Commission (“the SFC Code”} and the Trust Deed to prepare financia! statements for
each annual accounting period which give a true and fair view of the financial position of the
Sub-Fund at the end of that period and of the transactions for the period then ended. In
preparing these financial statements the Manager is required to:

. select suitable accounting policies and then apply them consistently:

. make judgements and estimates that are reasonable and appropriate; and

. prepare the financial statements on the on-going and continuity basis that the Sub-Fund
will continue in operations unless it is inappropriate to presume this.

The Manager is also required to manage the Sub-Fund in accordance with the Trust Deed and
take reasonable steps for prevention and detection of fraud and other irregularities.

Phillip Wealth Funds (“the Trust”) is an open-ended umbrella unit trust governed by its Trust
Deed. As at 31 December 2021, the Trust has established one Sub-Fund, namely Phillip HKD
Money Market fund.

Trustee’s responsibilities

The Trustee of the Sub-Fund is required to:

. ensure that the Sub-Fund is managed by the Manager in accordance with the Trust Deed
and that the investment and borrowing powers are complied with;

safeguard the property of the Sub-Fund and rights attached thereto:
. satisfy itself that sufficient accounting and other records have been maintained; and

. report to the unitholders for each annual accounting period on the conduct of the
Manager in the management of the Sub-Fund.



B = “JRY ===V [yl Ry RIS LS [—

kb

Independent auditors’ report to the unitholders of
Phillip Wealth Funds -
Phillip HKD Money Market fund (“the Sub-Fund”)

Report on the audit of financial statements
Opinion

We have audited the financial statements of the Sub-Fund set out on pages 9 to 39, which
comprise the statement of financial position as at 31 December 2021, the statement of
comprehensive income, the statement of changes in net assets attributable to unitholders and
the cash flow statement for the year then ended and notes to the financial statements, including
a summary of significant accounting policies.

In our opinion, the financial statements give a true and fair view of the financial disposition of
the Sub-Fund as at 31 December 2021 and of its financial transactions and cash flows for the
year then ended in accordance with Intemational Financial Reporting Standards (“IFRSs”)
issued by the International Accounting Standards Board (“IASB”).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (“ISAs”) issued
by the Intemational Auditing and Assurance Standards Board (“|AASB"). Our responsibilities
under those standards are further described in the Auditor's responsibilities for the audit of the
Financial Statements section of our report. We are independent of the Sub-Fund in accordance
with Code of Ethics for Professional Accountants issued by the International Ethics Standards
Board for Accountants (“the IESBA Code”) and we have fulfilled our other ethical
responsibilities in accordance with the IESBA Code. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.

Information Other than the Financial Statements and Auditor's Report thereon

The Manager and the Trustee of the Sub-Fund are responsible for the other information. The
other information comprises all the information included in the annual report, other than the
financial statements and our auditor's report thereon.

Our opinion on the financial statements does not cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent

with the financial statements or our knowledge obtained in the audit or otherwise appears to
be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement

of this other information, we are required to report that fact. We have nothing to report in this
regard.
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Independent auditors’ report to the unitholders of
Phillip Wealth Funds -

Phillip HKD Money Market fund (“the Sub-Fund”)
(continued)

Report on the audit of financial statements (continued)

Responsibilities of the Manager and the Trustee of the Sub-Fund for the Financial
Statements

The Manager and the Trustee of the Sub-Fund are responsible for the preparation of the
financial statements that give a true and fair view in accordance with IFRSs issued by the IASB
and for such internal control as the Manager and the Trustee of the Sub-Fund determine is

necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the Manager and the Trustee of the Sub-Fund are
responsible for assessing the Sub-Fund's ability to continue as a going concern, disclosing, as
applicable, matters related to going concern and using the going concern basis of accounting
unless the Manager and the Trustee of the Sub-Fund either intend to liquidate the Sub-Fund
or to cease operations, or have no realistic alternative but to do so.

In addition, the Manager and the Trustee of the Sub-Fund are required to ensure that the
financial statements have been properly prepared in accordance with the relevant provisions
of the Trust Deed, and the relevant disclosure provisions of Appendix E of the SFC Code.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor's report that includes our opinion. This report is made solely to you, as a body, and for
no other purpose. We do not assume responsibility towards or accept liability to any other
person for the contents of this report.

Reasonable assurance is a high level of assurance but is not a guarantee that an audit
conducted in accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these financial statements. In addition, we are required to assess whether
the financial statements of the Sub-Fund have been properly prepared, in all material respects,

in accordance with the relevant provisions of the Trust Deed and the relevant disclosure
provisions of Appendix E of the SFC Code.
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Independent auditors’ report to the unitholders of
Phillip Wealth Funds -

Phillip HKD Money Market fund (“the Sub-Fund”)
(continued)

Report on the audit of financial statements (continued)

Auditor's Responsibilities for the Audit of the Financial Statements (continued)

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain
professional scepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for
our opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations or the override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances but not for the purpose of
expressing an opinion on the effectiveness of the Sub-Fund's internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of

accounting estimates and related disclosures made by the Manager and the Trustee of
the Sub-Fund.,

Conclude on the appropriateness of the Manager's and the Trustee’s use of the going
concern basis of accounting and, based on the audit evidence obtained, whether a
material uncertainty exists related to events or conditions that may cast significant doubt
on the Sub-Fund's ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify
our opinion. Our conclusions are based on the audit evidence obtained up to the date of
our auditor's report. However, future events or conditions may cause the Sub-Fund to
cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

We communicate with the Manager and the Trustee of the Sub-Fund regarding, among other
matters, the planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.
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Independent auditors’ report to the unitholders of
Phillip Wealith Funds -

Phillip HKD Money Market fund (“the Sub-Fund”)
(continued)

Report on matters under the relevant provisions of the Trust Deed and the
relevant disclosure provisions of Appendix E of the SFC Code

In our opinion, the financial statements have been properly prepared, in all material respects,
in accordance with the relevant provisions of the Trust Deed and the relevant disclosure
provisions of Appendix E of the SFC Code.

@’V m(s)

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central
Hong Kong

27 APR 2022
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Statement of financial position

as at 31 December 2021
(Expressed in Hong Kong dollars)

Note 2021 2020
HK3 HK$
Assets
Financial assets at fair value through profitorloss 6 155,985,443 326,440,786
Bank deposits with maturity over three months at
acquisition - 50,060,089
Interest receivable 1,159,058 1,769,438
Cash and cash equivalents 7 320,225,757 171,660,406
Total assets 477,370,258 ___ 549,930,719
Liabilities
Accrued expenses and other payables 249,651 351,141
Total liabilities 249,651 351,141
Net assets attributable to unitholders 477,120,607 549,579,578

Approved by the Trustee and the Manageron 3 7 APR 2022

or and on behalf of

iy Weng uonne Ohan

Liwe o $a3

)

%/ } For and on behalf of

)
\Wong Wi T Lows )

F.'
BNP Paribas Securities Services

Phillip Capital Management (HK) Limited

The notes on pages 15 to 39 form part of these financial statements



Phillip Wealth Funds
- Phillip HKD Money Market fund
For the year ended 31 December 2021

Statement of comprehensive income

for the year ended 31 December 2021
(Expressed in Hong Kong dollars)

Year ended 31 Year ended 31
Note December 2021 December 2020

HK$ HK$

Interest income calculated using the effective

interest method 3 534,359 2,045,924
Other interest income 3 5,522,414 2,062,696
Net losses on financial assets at fair value through

profit or loss 4 (4,289,516) (646,855)
Total revenue 1,767,267 3,461,765
Management fees 8(a) (514,463) (578,035)
Trustee's fees 8(b) (107,602) (85,121)
Custodian fees ‘ 8(c) (271,343) (179,178)
Auditors’ remuneration (100,000) (102,099)
Legal and professional fee (54,409) (127,397)
Other operating expenses (300,96 1) (200,445)
Total operating expenses (1,348,778) __ (1,272,275)
Increase in net assets attributable to

unitholders and total comprehensive income

for the year 418,479 2,189,490

The notes on pages 15 to 39 form part of these financial statements

10



Phillip Wealth Funds
- Phillip HKD Money Markef fund
For the year ended 31 December 2021

Statement of changes in net assets attributable to

unitholders for the year ended 31 December 2021
(Expressed in Hong Kong dolfars)

Year ended 31 Yearended 31
December 2021 December 2020

Note HK$ HK$
Balance at the beginning of the year 549,579,578 379,595,452
Increase in net assets attributable to unitholders
and total comprehensive income for the year 418479 ____ 2,189,490
Contributions and redemptions by unitholders
Class A
Subscription of units 4,506,154,495 7,163,775,325
Redemption of units (4,656,641,294) (7,045,980,689)
(150,486,799) 117,794,636
Class B
Subscription of units 77,609,349 50,000,000
Redemption of units - -
77,609,349 50,000,000
Total contributions and redemptions by
unitholders (72,877,450) 167,794,636
Balance at the end of the year 477,120,807 549,679,578

The notes on pages 15 to 39 form part of these financial statements

11
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Phillip Wealth Funds
- Phillip HKD Money Market fund
For the year ended 31 Dacember 2021

Stétement of changes in net assets attributable to

unitholders for the year ended 31 December 2021

(continued)
(Expressed in number of units)

2021 2020
Class A
Balance at the beginning of the year 48,367,822.35 36,985,121.81
Subscription of units 436,195,091.46 694,357,597 .17
Redemption of units (450,762,652.18) (682,874,896.63)
Balance at the end of the year 8(a) 33,800,261.63 48,367,822.35
Net asset value per unit 10.3328 10.3245
Class B
Balance at the beginning of the year 5,000,000.00 -
Subscription of units 7,724,859.79 5,000,000.00
Redemption of units - -
Balance at the end of the year 9(a) 12,724 ,859.79 5,000,000.00
Net asset value per unit 10.0489 10.0415

The notes on pages 15 to 39 form part of these financial statements

12
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Cash flow statement

Phiilip Wealth Funds

- Philtip HKD Money Market fund
For the year ended 31 December 2021

for the year ended 31 December 2021

(Expressed in Hong Kong dollars)

Operating activities

Increase in net assets aftributable to unitholders
and total comprehensive income for the year

Adjustments for:
Interest income
Net change in unrealised losses financial assets
at fair value through profit or loss
Net realised losses from financial assets at fair
value through profit or loss

Operating before changes in working capital

Purchase of financial assets at fair value
through profit or loss

Proceeds from sale of financial assets at fair
value through profit or loss

Proceeds from redemption of bonds upon
maturity

Sale of bank deposits with maturity over three
months at acquisition

Decrease in accrued expenses and other
payables

Net cash generated from/(used in) operations
Interest received

Net cash provided from/(used in) operating
activities

Financing activities

Proceeds from subscription of units
Payments on redemption of units

Net cash (used in)/generated from financing
activities

4,583,763,844
(4,656,641,294)

Year ended 31 Year ended 31
Note December 2021 December 2020
HK$ HK$

418,479 2,189,490

- (6,056,773) {(4,108,620)
421,956 368,389
3,867,560 278,466
(1,348,778) (1,272,274)
(382,820,933) (703,544 ,544)
103,308,360 89,994,300
445 678,400 325,500,000
50,060,089 (50,060,089)
(101,490) {165,987)
214,775,648 (359,548,594)
6,667,153 2,936,226
221,442 801 {336,612,368)

7.213,775,325
(7.045,980,689)

= v ot e e

The notes on pages 15 to 39 form part of these financial statements

13



____.___ 44 ‘v Av; __.,

S A._ ‘

Fhillip Weaith Funds
- Phillip HKD Money Market fund
For the year ended 31 Degcember 2021

Cash flow statement

for the year ended 31 December 2021 (continued)
(Expressed in Hong Kong dollars)

Yearended 31 Year ended 31
Note December 2021 December 2020

HK$ HK$
Net increase/(decrease) in cash and cash
equivalents 148,565,351 (168,817,733)
Cash and cash equivalents at the beginning of
the year 171,660,406 340,478,139
Cash and cash equivalents at the end of the
year 7 320,225,757 171,660,406

The notes on pages 15 to 39 form part of these financial statements

14
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Phillip Weaith Funds
- Phillip HKD Money Markef fund
For the year ended 31 Dacember 2021

Notes to the financial statements
(Expressed in Hong Kong Dollar unless otherwise indicated)

(@)

(b)

The Sub-Fund

Phillip HKD Money Market fund (“the Sub-Fund”) is a Sub-Fund of Phillip Wealth Funds
which is an open-ended unit trust established as an umbrella fund under the laws of
Hong Kong by a Trust Deed dated 12 April 2017, as amended by supplemental trust
deeds, between Phillip Capital Management (HK) Limited as manager ("the Manager™)
and BNP Paribas Securities Services as frustee (“the Trustee”).

The Sub-Fund seeks to preserve principal value and to maintain a high degree of liquidity
while generating a higher rate of retum as compared to personal deposits of the base
currency by investing primarily in HKD-denominated money market instruments,
short-term debt securities and short-term deposits.

There can be no assurance that the Sub-Fund will achieve its investment objective.

The Manager is responsible for the management of the Sub-Fund's assets. The Manager
was incorporated with limited liability on 14 October 1993 in Hong Kong and is licensed

by the SFC for type 4 (advising on securities) and type 9 (asset management) regulated
activities.

Under the Trust Deed, the Trustee is responsible for the safe-keeping of the assets of
the Sub-Fund and monitoring the compliance by the Manager with the requirements of
the Trust Deed. The registrar of the Sub-Fund is BNP Paribas Securities Services
operating through its Hong Kong branch.

Significant accounting policies

Statement of compliance

The financial statements have been prepared in accordance with all applicable
International Financial Reporting Standards (“IFRSs”), which collective term includes all
applicable individual International Financial Reporting Standards, International
Accounting Standards (“IASs” and Interpretations issued by the International
Accounting Standards Board (“IASB”), and the relevant disclosure provisions of the Trust

Deed and the relevant disclosure requirements of the SFC code. Significant accounting
policies adopted by the Sub-Fund are disclosed below.

The IASB has issued certain amendments to IFRSs that are first effective or available
for early adoption for the current accounting period of the Sub-Fund. Note 2(c) provides
information on any changes in accounting policies resulting from initial application of
these developments to the extent that they are relevant to the Sub-Fund for the current
and prior accounting periods reflected in these financial statements.

Basis of preparation of the financial statements

The functional and presentation currency of the Sub-Fund is Hong Kong dollar reflecting

the fact that all the underlying investments of the Sub-Fund are denominated in Hong
Kong dollar.

15
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(b)

(c)

(d)

Phiflip Wealth Funds
- Phillip HKD Money Market fund
For the year ended 31 Decomber 2021

Significant accounting policies (continued)
Basis of preparation of the financial statements (continued)

The financial statements are prepared on a fair value basis for financial assets and
financial liabilities at fair value through profit or loss. Other financial assets and financial
liabilities are stated at amortised cost or redemption amount (redeemable units).

The preparation of financial statements in conformity with IFRSs requires the Manager
and the Trustee to make judgements, estimates and assumptions that affect the
application of policies and reported amounts of assets, liabilities, income and expenses.
The estimates and associated assumptions are based on historical experience and
various other factors that are believed to be reasonable under the circumsta nces, the
results of which form the basis of making the judgements about carrying values of assets

and liabilities that are not readily apparent from other sources. Actual results may differ
from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions
to accounting estimates are recognised in the year in which the estimate is revised if the
revision affects only that year, or in the year of the revision and future years if the revision
affects both current and future years.

Changes in accounting policies

The Sub-Fund has consistently applied the accounting policies as set out in note 2 to all
periods presented in these financial statements.

The IASB has issued a number of amendments to IFRSs that are first effective for the
current accounting period of the Sub-Fund. None of these developments have had a
material effect on how the Sub-Fund's results and financial position for the current or
prior periods have been prepared or presented.

The Sub-Fund has not applied any new standard or interpretation that is not yet effective
for the current accounting period.

Foreign currency translation

Foreign currency transactions during the year are translated into Hong Kong dollar at the
exchange rates ruling at the transaction dates. Monetary assets and liabilities
denominated in foreign currencies that are stated at fair value are translated into Hong
Kong dollar at the foreign exchange rates ruling at the end of the reporting period.
Foreign currency exchange differences arising on translation and realised gains and

losses on disposal or seftlement of monetary assets and liabilities are recognised in the
statement of comprehensive income.

16
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(d)

(e)
(i)

(i)

Phillip Wealth Funds
- Phillip HKD Money Market fund
For the year ended 31 Decomber 2021

Significant accounting policies (continued)
Foreign currency translation (continued)

Foreign currency exchange differences relating to financial assets are included in net
gains on financial assets. All other foreign currency exchange differences relating to
monetary items including cash and cash equivalents are presented separately in profit
or loss. Included in profit or loss line item net foreign exchange gain/(loss) are net foreign
exchange gains and losses on monetary financial assets and financial liabilities other
than those classified as fair value through profit or loss.

Financial assets and financial liabilities
Recognition and initial measurement

The Sub-Fund initially recognises financial assets and financial liabilities at FVTPL on
the trade date, which is the date on which the Sub-Fund becomes a party to the
contractual provisions of the instrument. Other financial assets and financial liabilities are
recognised on the date on which they are originated.

A financial asset or financial liability is measured initially at fair value plus, for an item not
at FVTPL transaction costs that are directly attributable to its acquisition or issue.

Classification and subsequent measurement

On initial recognition, the Sub-Fund classifies financial assets as measured at amortised
cost or FVTPL.

A financial asset is measured at amortised cost if it meets both of the following conditions
and is not designated as at FVTPL:

¢ |t is held within a business model whose objective is to hold assets to coliect
contractual cash flows; and

* lts contractual terms give rise on specified dates to cash flows that are SPP|,
All other financial assets of the Sub-Fund are measured at FVTPL.

Business model assessment

In making an assessment of the objective of the business model in which a financial
asset is held the Sub-Fund considers all of the relevant information about how the
business Is managed, including:

. The documented investment strategy and the execution of this strategy in practice.
This includes whether the investment strategy focuses on earning contractual
interest income, maintaining a particular interest rate profile, matching the duration
of the financial assets to the duration of any related liabilities or expected cash
outflows or realizing cash flows through the sale of the assets;

. How the performance of the portfolio is evaluated and reported to the Sub-Fund's

management;

17
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Fhillip Wealth Funds
- Phililo HKD Money Market fund
For the year ended 31 December 2021

Significant accounting policies (continued)

Financial assets and financial liabilities (continued)

Classification and subsequent measurement (continued)

. The risks that affect the performance of the business model (and the financial
assets held within that business model) and how those risks are managed,;

. How the investment manager is compensated: e.g. whether compensation is

based on the fair value of the assets managed or the contractual cash flows
collected; and

. The frequency, volume and timing of sales of financial assets in prior periods, the
reasons for such sales and expectations about future sales activity.

Transfers of financial assets to third parties in transactions that do not qualify for
derecognition are not considered sales for this purpose, consistent with the Sub-Fund's
continuing recognition of the assets.

The Sub-Fund has determined it has two business models.

. Held-to-collect business model: this includes bank deposits with maturity over
three months, interest receivable, amount receivable on subscription and cash and
cash equivalents. These financial assets are held to collect contractual cash flow.

. Other business model: this includes certificates of deposit and bonds. These
financial assets are managed and their performance is evaluated, on a fair value
basis, with frequent sales taking place.

Assessment whether contractual cash flows are SPPJ

For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial
asset on initial recognition. ‘Interest’ is defined as consideration for the time value of
money and for the credit risk associated with the principai amount outstanding during a
particular period of time and for other risk associated with the principal amount
outstanding during a particular period of time and for other basic lending risks and costs
(e.g. liquidity risk and administrative costs), as well as a profit margin.

18
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Philiip Wealth Funds
- Phillip HKD Moniey Market fund
For the year ended 31 December 2021

Significant accounting policies (continued)

Financial assets and financial liabilities {continued)

Classification and subsequent measurement (continued)

In assessing whether the contractual cash flows are SPP!, the Sub-Fund considers the
contractual terms of the instrument. This includes assessing whether the financial asset
contains a contractual term that could change the timing or amount of contractual cash
flows such that it would not meet this condition. In making this assessment, the Sub-Fund
considers:

- contingent events that would change the amount or timing of cash flows;

- leverage features:

- prepayment and extension features;

- terms that limit the Fund's claim to cash flows from specified assets (e.g.
non-recourse features); and

- features that modify consideration for of the time value of money (e.g. periodical
reset of interest rates).

Reclassifications

Financial assets are not reclassified subsequent to their initial recognition unless the
Sub-Fund were to change its business mode! for managing financial assets, in which
case all affected financial assets would be reclassified on the first day of the first reporting
period following the change in the business model.

Fair value measurement principles

‘Fair value’ is the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement date in the
principal or, in its absence, the most advantageous market to which the Sub-Fund has
access at that date. The fair value of a liability reflects its non-performance risk.

When available, the Sub-Fund measures the fair value of an instrument using the quoted
price in an active market for that instrument. A market is regarded as ‘acfive’ if
transactions for the asset or liability take place with sufficient frequency and volume to
provide pricing information on an ongoing basis. The Sub-Fund measures instruments

quoted in an active market at a quoted market price provided such price is within the
bid-ask spread.

If there is no quoted price in an active market, then the Sub-Fund uses valuation
techniques that maximise the use of relevant observable inputs and minimise the use of
unobservable inputs. The chosen valuation technigue incorporates all of the factors that
market participants would take into account in pricing a transaction.

The Sub-Fund recognises transfers between levels of the fair value hierarchy as at the
end of the reporting period during which the change has occurred.
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Significant accounting policies (continued)

Financial assets and financial liabilities (continued)

Amortised cost measurement

The "amortised cost” of a financial asset or financial liability is the amount at which the
financial asset or financial liability is measured on initial recognition minus the principal
repayments, plus or minus the cumulative amortisation using the effective interest
method of any difference between that initial amount and the maturity amount and, for
financial assets, adjusted for any loss allowance.

Impairment

The Sub-Fund recognises loss allowances for expected credit loss (“ECLs") on financial
assets measured at amortised cost.

The Sub-Fund measures loss allowances at an amount equal to lifetime ECLs, except
for the following, which are measured at 12-months ECLs:

- financial assets that are determined to have low credit risk at the reporting date;
and

- other financial assets for which credit risk (i.e. the risk of default occurring over the
expected life of the assets) has not increased significantly since initial recognition.

When determining whether the credit risk of a financial asset has increased significantly
since initial recognition and when estimating ECLs, the Sub-Fund considers reasonable
and supportable information that is relevant and available without undue cost or effort.
This includes both quantitative and qualitative information and analysis, based on the
Sub-Fund's historical experience and informed credit assessment and including
forward-looking information.

The Sub-Fund assumes that the credit risk on a financial asset has increased
significantly if it is more than 30 days past due.

The Sub-Fund considers a financial asset to be default when:

- the borrower is unlikely to pay its credit obligations to the Sub-Fund in full, without
recourse by the Sub-Fund to actions such as realizing security (if any is held); or

- the financial asset is more than 90 days past due.
The Sub-Fund considers a financial asset to have low credit risk when the credit rating
of the counterparty is equivalent to the globally understood definition of ‘investment

grade’. The Sub-Fund considers this to be Baa3 or higher per Moody'’s or BBB- or higher
per Standard & Poor's.

Lifetime ECLs are the ECLs that result from all possible default events over the expected
life of a financial instrument.
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Significant accounting policies (continued)
Financial assets and financial liabilities (continued)
Impairment (continued)

12-month ECLs are the portion of ECLs that result from default events that are possible

within the 12 months after the reporting date (or a shorter period if the expected life of
the instrument is less than 12 meonths).

The maximum period considered when estimating ECLs is the maximum contractual
period over which the Fund is exposed to credit risk.

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured
as the present value of all cash shortfalls (i.e. the difference between the cash flows due
to the entity in accordance with the contract and the cash flows that the Fund expects to
receive). ECLs are discounted at the effective interest rate of the financial asset.

Credit-impaired financial assets

At each reporting date, the Sub-Fund assesses whether financial assets carried at
amortised cost are credit-impaired. A financial asset is ‘credit-impaired’ when one or
more events that have a detrimental impact on the estimated future cash flows of the
financial asset have occurred.

Evidence that a financial asset is credit-impaired includes the following observable data:
. significant financlal difficulty of the borrower or issuer,;

. a breach of contract such as a default or being more than 90 days past due; or

. it is probable that the borrower will enter bankruptey or other financial
reorganisation.

Presentation of allowance for ECLs in the statement of assets and fiabilities

Loss allowances for financial assets measured at amortised cost are deducted from the
gross carrying amount of the assets.

Write-off

The gross carrying amount of a financial asset is written off when the Sub-Fund has no
reasonable expectations of recovering a financial asset in its entirety or a portion thereof.
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Significant accounting policies (continued)

Financial assets and financial liabilities (continued)

Derecognition

The Sub-Fund derecognises a financial asset when the contractual rights to the cash
flows from the asset expire, or it transfers the rights to receive the contractual cash flows
in a transaction in which substantially all of the risks and rewards of owners of the
financial asset are transferred or in which the Sub-Fund neither transfers nor retains

substantially all of the risks and rewards of ownership and does not retain control of the
financial asset.

On derecognition of a financial asset, the difference between the carrying amount of the
asset (or the carrying amount allocated to the portion of the asset that is derecognised)
and the consideration received (including any new asset obtained less any new liability
assumed) Is recognised in profit or loss. Any interest in such transferred financial assets
that is created or retained by the Sub-Fund is recognised as a separate asset or liability.

The Sub-Fund enters into transactions whereby it transfers assets recognised on its
statement of financial position, but retains either all or substantially all of the risk and
rewards of the transferred assets or a portion of them. If all or substantially all of the risks
and rewards are retained, then the transferred assets are not derecognised. Transfers
of assets with retention of all or substantially all of the risks and rewards include sale and
repurchase transactions.

The Sub-Fund derecognises a financial liability when its contractual obligations are
discharged or cancelled, or expire.

On derecognition of a financial liability, the difference between the carrying amount
extinguished and the consideration paid (including any non-cash assets transferred or
liabilities assumed) is recognised in profit or loss.

Offsetting

Financial assets and financial liabilities are offset and the net amount presented in the
statement of financial position when, and only when, the Sub-Fund has legaily
enforceable right to offset the amounts and intends either to settle them on a net basis
or to realise the asset and settle the liability simultaneously.

income and expenses are presented on a net basis for gains and losses from financial
instruments at FVTPL and foreign exchange gains and iosses,

Cash and cash equivalents

Cash and cash equivalents comprise deposits with banks and highly liquid financial
assets with maturities of three months or less from acquisition that are subject to an
insignificant risk of changes in their fair value and are used by the Sub-Fund in the
management of short-term commitments.
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Significant accounting policies (continued)
Revenue recognition

Provided it is probable that the economic benefits will flow to the Sub-Fund and the
revenue and costs, if applicable, can be measured reliably, revenue is recognised in
profit or loss as follows:

Interest income

Interest income and expense presented in the statement of comprehensive income
comprise interest on financial assets and financial liabilities measured at amortised cost
calcuiated on an effective interest basis.

The “effective interest rate” is the rate that exactly discounts estimated future cash
payments or receipts through the expected life of the financial instrument to the gross
carrying amount of the financial asset; or the amortised cost of the financial liability.

in calculating interest income and expense, the effective interest rate is applied to the
gross carrying amount of the asset (when the asset is not credit-impaired) or to the
amortised cost of the liability. However, for financial assets that have become
credit-impaired subsequent to initial recognition, interest income is calculated by applying
the effective interest rate to the amortised cost of the financial asset. If the asset is no
longer credit-impaired, then the calculation of interest income reverts to the gross basis.

Expenses

All expenses including management fees and trustee's fees, are recognised in statement
of comprehensive income on an accrual basis.

Related parties

(a) A person, or a close member of that person’s family, is related to the Sub-Fund if
that person:

(i) has control or joint control over the Sub-Fund;
(i) has significant influence over the Sub-Fund; or

(i) is a member of the key management personnel of the Sub-Fund or the
Sub-Fund's parent.
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Significant accounting policies (continued)
(b) An entity is related to the Sub-Fund if any of the following conditions applies:

(i)  The entity and the Sub-Fund are members of the same group (which means
that each parent, subsidiary and fellow subsidiary is related to the others);

(i}  One entity is an associate or joint venture of the other entity {or an associate
or joint venture of a member of a group of which the other entity is a member);

(iiiy Both entities are joint ventures of the same third party;

(iv) One entity is a joint venture of a third entity and the other entity is an associate
of the third entity;

(v) The entity is controlled or jointly controlled by a person identified in (a);

(vi) A person identified in (a)(i) has significant influence over the entity or is a
member of the key management personnel of the entity (or of a parent of the
entity); or

(vii) The entity, or any member of a group of which it is a part, provides key
management personnel services to the Sub-Fund or to the Sub-Fund's parent.

Close members of the family of a person are those family members who may be
expected to influence, or be influenced by, that person in their dealings with the entity.

Subscriptions and redemptions

The Sub-Fund recognises unitholders’ subscriptions and allots units upon receipt of a
valid subscription application and derecognises them upon receipt of a valid redemption
application.

Units in issue

The Sub-Fund classifies financial instruments issued as financial liabilities or equity
instruments in accordance with the substance of the contractual terms of the instruments,

The redeemable units provide unitholders with the right to require redemption for cash
at a value proportionate to the unitholders’ share in the Sub-Fund’s net assets at each
redeemable date, and also in the event of the Sub-Fund's liquidation. The units is able
to classify as equity if it meets all of the following conditions:

- it entitles the holder to a pro rata share of the Sub-Fund's net assets in the event of
Sub-Fund’s liquidation;

- itis in the class of instruments that is subordinate to all other classes of instruments:

- all financial instruments in the class of instruments that is subordinate to all other
classes of instruments have identical features:
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Significant accounting policies (continued)

- apart from the contractual obligation for the Sub-Fund to repurchase or redeem the
instrument for cash or another financial asset, the instrument does not include any
other features that would require classification as a liability; and

- the total expected cash flows attributable to the instrument over its life are based
substantially on the profit or loss, the change in the recognised net assets or the
change in the fair value of the recognised and unrecognised net assets of the
Sub-Fund over the life of the instrument

During the year ended 31 December 2021, the Sub-Fund has two (2020: two) classes of
redeemable units in issue, namely Class A and Class B. Class A was created and
available to the public. Class B was created for subscription by institutional investors only.
Ali the classes belong to the most subordinate class of financial instrument in the
Sub-Fund. They rank pari passu in all material respects and have the same terms and
conditions other than different management fees rates. The redeemable units provide
unitholders with the right to require redemption for cash at a value proportionate to the
unitholders’ share in the Sub-Fund's net assets at each redeemable date, and also in the
event of the Sub-Fund's liquidation. The redeemable units of the Sub-Fund are classified
as financial liabilities as at 31 December 2021 and are measured at the present value of
the redemption amounts.

Establishment cost

The establishment costs of the Sub-Fund consist of costs incurred to establish the
Sub-Fund and enable them legally to do business. The establishment costs are
recognised as an expense in the year in which they are incurred.

Taxation

The Sub-Fund currently incurs no withholding taxes imposed by certain countries on
investment income and capital gains. Such income or gains will be recorded gross of
withholding taxes in the statement of comprehensive income. Refer to Note 5 for details
on taxation.

Transaction costs
Transaction costs are costs incurred to acquire financial assets or liabilities at fair value
through profit or loss. They include fees and commissions paid to agents, brokers and

dealer. Transaction costs when incurred, are immediately recognised in profit or loss as
an expense.
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Interest income

Year ended 31 Year ended 31
December 2021 December 2020
HK$ HK$
Interest income calculated using the
effective interest method
Cash and cash equivalents 447,825 250,719
Bank deposits with maturity over three months
at acquisition 86,534 1,795,205
534,359 2,045,924
Other interest income
Interest income on financial assets at fair value ‘
through profit or loss 5,522,414 2,062,696

Net losses on financial assets at fair value through profit or loss

Yearended 31 Year ended 31
December 2021 December 2020
HK$ HK$
Realised loss on financial assets at fair value
through profit or loss (3,867,560) (278,466)
Net change in unrealised loss on financial
assets at fair value through profit or loss ' (421,956) (368,389)
(4,289,516) (646,855)
Taxation

No provision for Hong Kong Profits Tax has been made in the financial statements as
the Sub-Fund is exempted from taxation under section 26A (1A) of the Hong Kong Inland
Revenue Ordinance. The Sub-Fund currently does not incur withholding taxes imposed
by certain countries on investment income. Such income is recorded gross of withholding
taxes in the statement of comprehensive income. Withholding taxes are shown as a
separate item in the statement of comprehensive income.
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Financial assets at fair value through profit or loss

2021 2020
HK$ HK$
Debt securities
Certificates of deposit 46,993,331 181,727,014
Bonds 108,992,112 144,713,772
155,885,443 326,440,786
Investments, at cost 156,908,261 326,841,648
Net unrealised loss (922,818) (500,862)
Investments, at market value 155,985,443 326,440,786
Cash and cash equivalents
2021 2020
HK$ HK$
Bank deposits with maturity less than three
months at acquisition 90,045,830 50,058,148
Cash at bank 230,179,927 121,602,258
320,225,757 171,660,408

o

All of the cash at bank and bank deposits as at 31 December 2021 and 2020 are
denominated in Hong Kong dollar.

Transactions with Trustee, Manager and Connected Persons

The following is a summary of significant related party transactions or transactions
entered into during the year between the Sub-Fund and the Trustee, the Manager and
their Connected Persons. Connected Persons are those as defined in the Code on Unit
Trusts and Mutual Funds issued by the SFC.

Ali transactions during the year between the Sub-Fund and the Manager and its
Connected Persons were entered into in the ordinary course of business and under
normal commercial terms. To the best of the knowledge of the Trustee and the Manager,
the Sub-Fund did not have any other transactions with Connected Persons except for
those disclosed below. The relevant receivables and payables are unsecured,
interest-free and repayable on demand.
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Transactions with Trustee, Manager and Connected Persons (continued)

Management fees

The Sub-Fund appointed Phillip Capital Management (HK) Limited, an investment
management company incorporated in Hong Kong, to implement the investment strategy
as specified in the Trust Deed. The fee payable to the Manager is calculated at the rate
of up to 0.5% of the net asset value for Class A and Class B. The management fee
charged to the Sub-Fund in respect of the year amounted to HK$514,463 (2020:

HK$578,035) and payable at the end of the year amounted to HK$90,549 (2020:
HK$177,066).

Trustee’s fees

The fee payable to BNP Paribas Securities Services (“the Trustee") is calculated at the
rate of 0.03% per annum of the net asset value of the Sub-Fund. The Trustee's fee is
accrued daily and calculated as at each valuation day. The trustee's fee charged to the
Sub-Fund in respect of the year amounted to HK$107,602 (2020: HK$85,121) and
payable at the end of the year amounted to HK$25,251 (2020: HK$17,529).

Custodian and administration fees

The Administrator and Custodian of the Sub-Fund is BNP Paribas Securities Services
operating through its Singapore Branch, which is a group company of the Trustee. The
administration fees and custodian fees incurred during the year amounted to
HK$134,502 (2020: HK$106,403) and HK$271,343 (2020: HK$179,178) respectively.
The administration fees and custodian fees payable by the Sub-Fund at 31 December
2021 was HK$20,414 (2020: HK$21,912) and HK$20,348 (2020: HK$42,104)
respectively. The administration fees also include fee for financial reporting.

Registrar fees

The Registrar of the Sub-Fund is BNP Paribas Securities Services operating through its
Hong Kong Branch, which is a group company of the Trustee. The registrar fees incurred
during the year amounted to HK$53,801 (2020: HK$42,560) and payable by the
Sub-Fund at 31 December 2021 HK$12,625 (2020: HK$8,764).

Bank balances

The bank balance (including bank deposits with maturity over three months at acquisition
and cash and cash equivalent) of a bank account maintained with BNP Paribas
Securities Services, operating through its Singapore Branch, which is a group company
of the Trustee, as at 31 December 2021 and 2020 amounted to HK$44,399,681 (2020:

HK$61,151,579). During the year, interest earned from such bank account amounted to
HK$14,115 (2020: HK$159,731).
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Transactions with Trustee, Manager and Connected Persons {continued)
Holdings in each of the Sub-Funds

The Sub-Fund allows the Trustee and its connected persons to subscribe for and redeem
units in the Sub-Fund. For the year ended 31 December 2021 and 2020, there is no
holdings in each Sub-Fund by the Trustee and its connected persons.

The Sub-Fund allows the Manager and its connected persons to subscribe for and
redeem units in the Sub-Fund. For the year ended 31 December 2021 and 2020, there
is no holdings in each Sub-Fund by the Manager and its connected persons.
Investment transactions with connected persons of the Trustee or the Manager

During the years ended 31 December 2021 and 2020, the Sub-Fund did not execute
through the connected persons of the Trustee who act as the brokers of the Sub-Fund.

Units issued and redeemed

Number of units in issue

Class A Class A

2021 2020

Balance at 1 January 48,367,822.35 36,985,121.81
Subscriptions of units during the

year 436,195,091.46 694,357,597.17

Redemptions of units during the year (450,762,652.18)  (682,974,896.63)

Balance at 31 December 33,800,261.63 48,367,822.35

Class B Class B

2021 2020

Balance at 1 January 5,000,000.00 -
Subscriptions of units during the

year 7,724,859.79 5,000,000.00

Redemptions of units during the year - -

Balance as at 31 December 12,724, 859.79 5,000,000.00
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Units issued and redeemed (Continued)
Net assets value per unit

Accordingly to the Explanatory Memorandum of the Sub-Fund, all classes of the
Sub-Fund are denominated in Hong Kong dollar for dealing, which is also the
presentation currency of the Sub-Fund. Class A units are available for issue to the public.
Class B units are only offered to institutional investors who satisfy certain conditions and
are not currently offered fo the public. The net asset value per unit for each class of the

Sub-Fund in their respective denomination currencies at the end of the reporting year is
as follows:

Denomination
currency 2021 2020
Net asset value per unit
- Class A units HK$ 10.3328 10.3245
- Class B units HK$ 10.0489 10.0415

Reconciliation of net asset values

The net asset value presented in the financial statements differs from that quoted for
pricing purposes at the year end (“Dealing NAV") are different, as the principles for
calculating the Dealing NAV as set out in the Sub-Fund's Explanatory Memorandum are
different from those required for financial reporting purposes under IFRSs. The following
reconciliation provides details of the differences:

2021 2020
HK$ HK$

Net asset value as reported in the financial

statements as at 31 December 477,120,607 549,579,578
Adjustments for different basis adopted by the

Sub-Fund in arriving at the Dealing NAV:

Unamortised establishment cost 54,899 164,399
Effect of adopting amortised cost for pricing {3,526) (2)
Dealing NAV as at 31 December 477,171,980 549,743,975
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Financial instruments and associated risks

The Sub-Fund seeks to preserve principal value and to maintain a high degree of liquidity
while generating a higher rate of retum as compared to personal deposits of the base
currency by investing primarily in HKD denominated money market instruments,
short-term debt securities and short-term deposits. There can be no assurance that the
Sub-Fund will achieve its investment objective.

The Sub-Fund’s investing activities expose it to various types of risks that are associated
with the financial instruments and markets in which it invests. The Manager and the
Trustee have set out below the most important types of financial risks inherent in each
type of financial instruments. The Manager and the Trustee would like to highlight that
the following list of associated risks only sets out some of the risks but does not purport
to constitute an exhaustive list of all the risks inherent in an investment in the Sub-Fund.
Unitholders should note that additional information in respect of risks associated with

financial instruments in the Sub-Fund can be found in the Sub-Fund’s Explanatory
Memcrandum.

The nature and extent of the financial instruments outstanding at the end of the reperting
year and the risk management policies employed by the Sub-Fund are discussed below.

Price risk

Price risk is the risk that value of the instrument will fluctuate as a result of changes in
market prices, whether caused by factors specific to an individual investment, its issuer
or all factors affecting all instruments traded in the market.

The Sub-Fund holds debt securities in the current year. As a result, the Sub-Fund is not
exposed to significant price risk arising from changes in market price.
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Financial instruments and associated risks (continued)

Interest rate risk

Phillip Wealth Funds
- Phillip HKD Money Market fund
For the year ended 31 December 2021

Interest rate risk arises from changes in interest rates which may affect the value of debt
instruments and therefore result in potential gain or loss to the Sub-Fund. The
Sub-Fund’s interest rate risk is managed on an ongoing basis by the Manager.

The following table indicates the year in which the interest-bearing assets and liabilities
mature at the end of the reporting year.

Assets

Financial assets at fair
value through profit or
loss

Cash and cash equivalents

Total interest sensitivity
gap

Assets

Financial assets at fair
value through profit or
loss

Bank deposits with maturity
over three months at
acquisition

Cash and cash equivalents

Total interest sensitivity
gap

Interest rate sensitivity

2021
1year Over1yearto Over
or less 5 years 5years Total
HK$ HK$ HK$ HK$
155,885,443 - - 155,985,443
320,225,757 - - 320, 225,757
476,211,200 - - 476,211,200
2020
1year Over1yearto Over
orless 5 years 5 years Total
HK$ HK$ HK$ HKS
326,440,786 - - 326,440,786
50,080,089 - - 50,060,089
171,660,406 - - 171,660,406
548,161,281 - - 548,161,281

At the end of the reporting year, assuming ali other factors unchanged, it is estimated
that an increase in interest rate of 100 (2020: 100) basis points would result in an

decrease in the net assets attributable to the unitholders and th
by HK$560,872 (2020: HK$829,949)

e net assets for the year
; an equal change in the opposite direction would

result in an increase in the net assets attributable to unitholders by an equal amount,
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Financial instruments and associated risks (continued)

(c) Currency risk

(d)

The Sub-Fund may invest in financial instruments and enter into transactions
denominated in currencies other than its functional currency. Consequently, the
Sub-Fund is exposed to risks that the exchange rate of its functional currency relative to
other foreign currencies may change in a manner that has an adverse effect on the value

of that portion of the Sub-Fund's assets or liabilities denominated in currencies other than
the Hong Kong dollar.

The Sub-Fund's asset and liabilities are held in United States dollar and Hong Kong
doltar. As Hong Kong dollar is linked currency of United States dollar, the functional
currency of the Sub-Fund, the Sub-Fund has no significant exposure to currency risk.
The Manager considers that asset and liabilities denominated in other currencies are
immaterial and therefore they do not pose a significant currency risk exposure.

Credit risk

Credit risk is the risk that counterparty to a financial instrument will fail to discharge an

-obligation or commitment that it has entered into with the Sub-Fund. The Sub-Fund's

exposure to credit risk is monitored by the Manager on an onhgoing basis.

At 31 December 2021 and 2020, all of the Sub-Fund's financial assets were exposed to

credit risk. These include investments and cash and cash equivalents placed with banks
and the custodian.

Bankruptcy or insolvency of the banks and custodian may cause the Sub-Fund's right
with respect to securities and cash held by the banks and custodian to be delayed or

limited. The manager monitors the credit rating and financial position of the banks and
custodian on an ongoing basis.
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Financial instruments and associated risks (continued)

{d} Credit risk (continued)

The table below summarises the credit rating of banks and custodians in which the
Sub-Fund's assets are held as at 31 December 2021 and 2020:

As at 31 December 2021

Bank and financial institution

BNP Paribas Securities Services operating
through its Singapore Branch

Oversea-Chinese Banking Corporation

Sumitomo Mitsui Banking Corporation Hong
Kong Branch

Custodian

BNP Paribas Securities Services operating
through its Singapore Branch

As at 31 December 2020

Bank and financial institution

BNP Paribas Securities Services operating
through its Singapore Branch

Oversea-Chinese Banking Corporation

Sumitomo Mitsui Banking Corporation Hong
Kong Branch

Custodian

BNP Paribas Securities Services Singapore
Branch

34
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A+
AA-

A+

Credit rating

A+
AA-

At

Source of
credit rating

Standard & Poor's
Standard & Poor’s

Standard & Poor's

Standard & Poor's

Source of
credit rating

Standard & Poor's
Standard & Poor's

Standard & Poor's

Standard & Poor's
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Financial instruments and associated risks (continued)

Credit risk (continued)

The credit ratings are based on the Long-Term Local Issuer Ratings published by the
rating agency for BNP Paribas S.A., which is the parent company BNP Paribas Securities
Services operating through its Singapore Branch.

At the end of the reporting year, the Sub-Fund invested in debt securities with the
following credit quality expressed as a percentage of debt securities:

2021 2020
% of NAV % of NAV

Rating {Moody’s/Standard & Poor’s)
AA+* - 0.73
A+* - 0.92
A-* 1.91 9.14
Aa2 - 0.92
Aa3 2,12 2.94
A1 3.27 24.89
A2 - 18.40
A3 0.21 -
7.51 57.94

Source of credit rating is from Moody’s except for the following
* Credit rating is from Standard & Poor’s

Credit risk arising from the Sub-Fund's investment in debt securities is managed by the
reviewing and monitoring of the credit quality of debt securities or the issuers of the debt
securities held by the Sub-Fund on an ongoing basis.

Credit risk arising from transactions with brokers relates to transactions awaiting
settlement. Risk relating to unsettled transactions is considered small due to the short
settlement period involved and the high credit quality of the brokers used.

The carrying amounts of financial assets best represent the maximum credit risk
exposure at the end of the reporting year.

As at 31 December 2021 and 2020, there were no significant concentrations of credit
risk to counterparties except to the Custodian.

Financial assets subject to IFRS 9’s impairment requirements

Impairment on cash and cash equivalents, bank deposits with maturity over three months
at acquisition, amount receivable on subscription and interest receivable has been
measured on a 12-month expected loss basis and reflects the short maturities of the
exposures. The Sub-Fund considers that these exposures have low credit risk based on
the external credit ratings of the counterparties.
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Financial instruments and associated risks (continued)

Credit risk {continued)

The Sub-Fund monitors changes in credit risk on these exposures by tracking published
external credit ratings of the counterparties. To determine whether published ratings
remain up to date and to assess whether there has been significant increase in credit
risk at the reporting date that has not been reflected in the published ratings, the
Sub-Fund supplements this by reviewing changes in bond yields, where available, prices
together with available press and regulatory information about the counterparties.

12-month and lifetime probabilities of default are based on historical data supplied by
S&P, Moody's and Fitch for each credit rating and are recalibrated. Loss given default
parameters generally reflect an assumed recovery rate of 40%. However, if the asset
were credit-impaired, then the estimate of loss would be based on a specific assessment
of expected cash shortfalls and on the original effective interest rate.

As at 31 December 2021 and 2020, the Sub-Fund recognised there is no impairment
allowance on cash and cash equivalents, bank deposits with maturity over three months
at acquisition, amount receivable on subscription and interest receivable.

Liquidity risk

Liquidity risk arises from the risk that Manager may not be able to convert investments
into cash to meet liquidity needs in a timely manner. The Sub-Fund is exposed to daily
liguidity risk on redemption of units.

The Manager's policy is to regularly monitor current and expected liquidity requirements
of the Sub-Fund to ensure that it maintains sufficient reserves of cash and readily

realisable marketable securities to meet its liquidity requirements in the short and longer
term.

The Sub-Fund's investments are considered to have insignificant exposures to liquidity
risk as they are all readily realisable under normal market conditions.

The Sub-Fund’s redemption policy allows redemptions on any business day in Hong
Kong, subject to a minimum redemption amount of HK$10 for class A.

As at 31 December 2021 and 2020, the Sub-Fund's financial liabilities are due within one
year,

Capital management

The Sub-Fund's capital at the reporting date is represented by its redeemable units.
The Sub-Fund's objective in managing the capital is to ensure a stable and strong base
to achieve long-term capital growth, and to manage liquidity risk arising from the
redemptions. The Manager manages the capital of the Sub-Fund in accordance with the

Sub-Fund’s investment objectives and policies stated in the Sub-Fund's Explanatory
Memorandum.
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Financial instruments and associated risks {continued)
Capital management (continued)

There were no changes in the policies and procedures during the year with respect to
the Sub-Fund's approach to its capital management.

The amount and the movement of net assets attributable to unitholders are stated in the
statement of changes in net assets attributable to unitholders. As the redeemable units
are redeemed on demand at the unitholders’ option, the actual level of redemption may
differ significantly from historic experience.

Fair value information

The Sub-Fund’s financial instruments are measured at fair value at the reporting date.
Fair value estimates are made at a specified point in time, based on market conditions
and information about the financial instruments. Usually, fair values can be reliably
determined within a reasonable range of estimates. For certain other financial
instruments including interest receivable and other payables, the carrying amounts

approximate fair values due to the immediate or short-term nature of these financial
instruments,

Valuation of financial instruments

The Sub-Fund’s accounting policy on fair value measurements is detailed in significant
accounting policy in note 2(e)(iv).

The Sub-Fund measures fair values using the following fair value hierarchy that reflects
the significance of the inputs used in making the measurements.

- Level 1: Inputs that are quoted market prices (unadjusted) in active markets for

identical instruments.

- Level 2: Inputs other than quoted prices included within Level 1 that are observable
either directly (i.e. as prices) or indirectly (i.e. derived from prices). This category
includes instruments valued using: quoted market prices in active markets for
similar instruments; quoted prices for identical or similar instruments in markets
that are considered less than active; or other valuation techniques in which all
significant inputs are directly or indirectly observable from market data.

- Level 3: Inputs that are unobservable. This category includes all instruments for

which the valuation technique includes inputs not based on observable data and
the unobservable inputs have a significant effect on the instrument’s valuation. This
category includes instruments that are valued based on quoted prices for similar
instruments but for which significant unobservable adjustments or assumptions are
required to reflect differences between the instruments.
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12 Fair value information (continued)

13.

14.

Valuation of financial instruments fcontinued)

For debt securities which are listed on exchanges or those with daily dealer price
quotations, the fair value are based on quoted market prices in active markets that are
considered less than active. For all other financial instruments, the Sub-Fund determines
fair value using valuation techniques.

The following analyses financial instruments at fair value the end of the reporting period,

by the level in the fair value hierarchy into which the fair value measurement is
categorised.

2021
Level 1 Level 2 Level 3 Total
HK$ HK$ HK$ HK$
Unlisted but quoted fixed
income instruments - 155,985,443 - 155,885,443
2020
Level 1 Level 2 Level 3 Total
HK$ HK$ HK$ HK$
Unlisted but quoted fixed
income instruments - 326,440,786 - 326,440,786

During the year ended 31 December 2021 and 2020, there were no transfers between
Level 1 and Level 2, or transfers into or out of Level 3.

Distributions

The Manager currently does not intend to make any distributions of income and any
income eamed by the Sub-Fund will be re-invested and reflected in the value of units of
the Sub-Fund. If the Manager intends to make any distribution in respect of the Sub-Fund,
the Manager will give unitholders of the Sub-Fund not less than 30 days’ notice (or such

other notice period as agreed with the SFC). No distribution statement is prepared as no
distribution has been made.

Soft dollar commission

As regards to the Sub-Fund, the manager has not entered into any soft dollar commission
arrangements during the year.
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Possible impact of new standards issued but not yet effective for the year
ended 31 December 2021

Up to the date of issue of these financial statements, the IASB has issued a number of
amendments and new standards, which are not yet effective for the year ended 31
December 2021, and which have not been adopted in these financial statements. These
include the following which may be relevant to the Sub-Fund.

Effective for
accounting periods
beginning on or after

Amendments to HKFRS 3, Reference fo the Conceptual 1 January 2022
Framework
Amendments to HKAS 16, Property, Plant and Equipment: 1 January 2022

Proceeds before Infended Use

Amendments to HKAS 37, Onerous Contracts - Cost of Fulfilling 1 January 2022
a Contract

Annual Improvements to HKFRSs 2018-2020 Cycle 1 January 2022
Amendments to HKAS 1, Classification of Liabilities as Cumrent 1 January 2023
or Non-current

Amendments to HKAS 1 and HKFRS Practice Statement 2, 1 January 2023
Disclosure of accounting policies 1 January 2023

Amendments to HKAS 8, Definition of accounting estimates

Amendments to HKAS 12, Deferred tax related to assets and 1 January 2023
liabilities arising from a single transaction

The Sub-Fund is in the process of making an assessment of what the impact of these
amendments Is expected to be in the period of initial application. So far it has concluded
that the adoption of them is unlikely to have a significant impact on the Sub-Fund's results
of operations and financial position.
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Portfolio statement as at 31 December 2021 (unaudited)

(Expressed in Hong Kong dollar)

By Geography (Primary)

Debt instruments- Unlisted but quoted
Certificates of deposit

JAPAN
MUFG Bank Limited/Hong Kong 0.71661% due
11/02/2022

MACAU
Industrial & Commercial Bank of China Macau
Limited 0% due 23/03/2022

Total certificates of deposit
Bonds

AUSTRAILA

Australia & New Zealand Banking Group Limited
2.065% due 26/09/2022

National Australia Bank Limited 2.07% due
20/09/2022

BRITAIN
Hitachi Capital UK Public Listed Company 2.405%
due 19/04/2022

BRITISH VIRGIN ISLANDS

Henderson Land MTN Limited 2.75% due
24/05/2022

HLP Finance Limited 4.2% due 06/02/2022

CAYMAN ISLANDS

Sun Hung Kai Properties Capital Market Limited
3.45% due 19/09/2022

Swire Pacific MTN Financing Limited 3.15% due
15/11/2022

CHINA
Agricultural Bank of China Limited/Hong Kong 1%
due 22/10/2022

HONG KOND SAR

Wharf Finance Limited 3.75% due 24/10/2022
Wharf Finance Limited 4.35% due 17/01/2022

40

Holdings

17,000,000

30,000,000

Market value assels value

HK$

17,007,966

29,085,365

% of net

%

3.57

6.28

46,993,331

9.85

8,000,000
2,000,000

3,000,000

11,500,000
15,000,000

8,000,000

1,000,000

15,500,000

13,000,000
25,000,000

8,102,152

2,025,041

3,015,973

11,596,585
15,050,059

8,168,123

1,023,329

15,580,173

13,304,519
25,044,037

1.70
0.42

0.63

243
3.15

1.71

0.22

3.27

279
5.25
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Portfolio statement as at 31 December 2021 (unaudited)
(continued)

% of net
Holdings  Market value assets value
HK$ %
Debt instruments- Unlisted but quoted
(continued)

Bonds (continued)
MALAYSIA
Malayan Banking Berhad 2.295% due 25/05/2022 1,000,000 1,007,844 0.21
Malayan Banking Berhad 2.4% due 03/10/2022 5,000,000 5,074,277 1.06
Total bonds 108,992,112 22.84
Debt instruments {total) 155,985,443 32.69
Other net assets 321,135,164 67.31
Total net assets 477,120,607  100.00
Total investments, at cost 156,908,261

The weighted average maturity and the weighted average life of the portfolio of the Sub-
fund are 50.88 days and 50.65 days respectively.

Market value % of net
assefs value

HK$ %
Daily liquid asset 338,490,239 70.83
Weekly liquid asset 345,630,829 72.32
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Statement of movements in portfolio holdings (unaudited)
for the year ended 31 December 2021

% of net asset value

2021 2020
Debt instruments -
Unlisted but quoted 32.69 59.40
Other net assets 67.31 40.60
Total net assets 100.00 100.00
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Performance record (unaudited)

(a)

(b)

Net asset values (calculated in accordance with IFRS)

As at

31 December 2021
31 December 2020
31 December 2019

Net asset value per unit
Class A Class B Net asset value
HK$ HK$ HK$
10.3328 10.0489 477,120,607
10.3245 10.0415 549 579,578
10.2635 - 379,585,452

Highest and lowest price record (dealing net asset value per unit)

Net asset value per unit
- Class A units
- Class B units

Net asset value per unit
- Class A units
- Class B units

Net asset value per unit
- Class A units

Net asset value per unit
- Class A units

Net asset value per unit
- Class A units

Year ended 31 December 2021

Highest net Lowest net
Denomination assef value asset value
currency per unif per unit
HK$ 10.3339 10.3278
HK$ 10.0503 10.0448
Year ended 31 December 2020
Highest nef Lowest net
Denomination asset value asset value
currency per unit per unit
HK$ 10.3276 10.2717
HK$ 10.0446 10.0000
Yearended 31 December 2019
Highest net Lowest net
Denomination asset value assel value
currency per unit per unit
HK$% 10.2704 10.1248
Year ended 31 December 2018
Highest net Lowest net
Denomination asset value asset value
currency per unijt per unit
HK$ 10,1239 10.0158
Year ended 31 December 2017
Highest net Lowest net
Denomination asset value assef value
currency per unit per unit
HK$ 10.0152 10.0000
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Administration
Manager

Phillip Capital Management (HK) Limited
11/F United Centre

95 Queensway

Hong Kong

Directors of the Manager

Mr. Lim Wah Sai

Mr. Wong Wai Kit, Louis
Mr. Lim Wen Sheong, Linus
Ms. Loh Yang Nee, Sabrina

Trustee

BNP Paribas Trust Services (Hong Kong) Limited
21/F, PCCW Tower

Taikoo Place, 979 King's Road

Quarry Bay, Hong Kong

With effect from 30 August 2021, the new Trustee:

BNP Paribas Securities Services
3 Rue D'Antin,

75002 Paris,

France

Principle place of business :

21/F, PCCW Tower, Taikoo Place,
979 King’s Road,

Quarry Bay, Hong Kong

Registrar and Transfer Agent
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BNP Paribas Securities Services, acting through its Hong Kong Branch

21/F, PCCW Tower
Taikoo Place

979 King's Road
Quarry Bay

Hong Kong
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Administration (continued)

Global Custodian and Administrator

BNP Paribas Securities Services, operating through its Singapore Branch
20 Collyer Quay

#01-01

Singapore

049319

Auditor

KPMG

8th Floor, Prince's Bulilding
10 Chater Road

Central

Hong Kong

Legal Counsel to the Manager
Simmons & Simmons

30th Floor One Taikoo Place 979 King’'s Road
Hong Kong
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