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NOTICE TO UNITHOLDERS 

Date: 26 October 2018 

This document is important and requires your immediate attention.  If you are in any doubt as to 
the action you should take, you should seek advice from your investment consultant, tax adviser 
and/or legal adviser as appropriate. 

Unless otherwise defined herein, all capitalised terms used herein shall bear the same meaning as 
capitalised terms used in the latest Explanatory Memorandum of the Fund dated 18 July 2016, 
as may be amended from time to time (the “Explanatory Memorandum”).  

The Manager of the Fund accepts responsibility for the accuracy of the information contained in 
this document.  To the best of the knowledge and belief of the Manager (who has taken all 
reasonable care to ensure that such is the case) the information contained in this document is in 
accordance with the facts and does not omit anything likely to affect the import of such 
information. 

Dear Unitholders,  

We are writing to you as an investor in the Fund to inform you of the following changes to the Fund 
which will take effect from 9 November 2018 (the “Effective Date”).   

1. Change of the Name of the Fund  

As of the Effective Date, the name of the Fund will be changed from “First State New Era PRC Fund” 
to “First State China All Cap Fund”.   

The Manager believes that the new name of the Fund will better reflect its investment policy that the 
Fund’s primary investments in the equity and equity related securities in PRC-related companies (as 
defined below) are not restricted by the size or market capitalization of such companies.  

“PRC-related companies” are defined as companies with either assets in, or revenues derived from, the 
PRC or whose business is otherwise connected with the economy of the PRC. 

The Trust Deed, the Explanatory Memorandum and the Product Key Facts Statements (“KFS”) of the 
Fund will be amended to reflect the above name change.  

2. Changes of the Investment Policy of the Fund  

To provide greater flexibility to the Manager in managing the Fund, the investment policy of the Fund 
as set out in the Explanatory Memorandum and the KFS will be enhanced or revised to reflect the 
following changes:  

(i) lowering the Fund’s primary investments in equity and equity related securities issued by 
PRC-related companies from “100%” (i.e. fully invested) to “at least 70%” of its net asset 
value. After the change, the Fund may invest in securities other than equity and equity 
related securities  issued by PRC-related companies on an ancillary basis, but it is intended 
that such investments will not exceed 30% of the Fund’s net asset value; 
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(ii) increasing the Fund’s maximum cash holding for liquidity purposes from “up to 10%” to 
“up to 20%” of its total net asset value; and  
 

(iii) allowing the Fund to invest temporarily up to 100% of its net asset value in liquid assets 
such as bank deposits, certificates of deposit, commercial paper and treasury bills for cash 
flow management under exceptional circumstances (e.g. market crash or major crisis).  

Amendments are also made to clarify the existing investment policy that the Fund may invest in equity 
and equity related securities by PRC related companies listed, traded or dealt in on stock exchanges and 
markets worldwide.  

Please refer to Appendix I of this Notice for a comparison between the current and revised investment 
policy of the Fund.   

For the purposes of clarity, investors should note that:  

a) the above changes are not expected to have any material impact on the investment policy nor 
risk profile of the Fund;  

b) there will be no change to the existing fees and charges payable by the Fund; and 
c) the above changes will not materially prejudice the rights and interests of investors of the Fund.  

 

3. Updates in relation to the SFC’s Revamp Guide 

In addition to the above changes, the Fund’s investment policy as well as the relevant risk factors have 
been enhanced in the updated Explanatory Memorandum and KFS of the Fund for better alignment 
with the relevant minimum disclosure requirements under the SFC’s Guide on Practices and Procedures 
for Application for Authorization of Unit Trusts and Mutual Funds (the “Revamp Guide”). The Trust 
Deed of the Fund has also been amended by way of a supplemental deed to reflect the required 
provisions under the Revamp Guide.  

4. Updates in relation to the SFC’s Revised Fund Manager Code  

The Manager is licensed by the Hong Kong Securities and Futures Commission (the “SFC”) for type 1 
(dealing in securities), type 4 (advising on securities) and type 9 (asset management) regulated activities 
and accordingly is subject to regulation by the SFC, including the SFC’s Fund Manager Code of 
Conduct (the “Fund Manager Code”). The SFC has revised the Fund Manager Code to include certain 
disclosure obligations on companies licensed by the SFC for type 9 regulated activity in relation to 
funds they manage.  

The Explanatory Memorandum has been amended to reflect the requirements of the revised Fund 
Manager Code, which include enhancement of disclosures relating to leverage, custody risk, liquidity 
risk, liquidity risk management policy, transactions with connected persons and potential conflicts of 
interest.  

5. Other miscellaneous updates   

The Explanatory Memorandum will also be amended to reflect additional disclosures and updates as 
summarised below:  

(i) incorporation of the First Supplement to the Explanatory Memorandum dated 12 April 2017;  
 

(ii) change of the directors of the Manager;  
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(iii) change of the legal advisers to the Manager in respect of the Fund to Deacons; 
 

(iv) updates to the profile of the Manager;  
 

(v) updates to the disclosures relating to HSBC Institutional Trust Services (Asia) Limited being 
the Trustee and Registrar of the Fund as a result of a change of its intermediate shareholder. 
For the avoidance of doubt, the Trustee and Registrar of the Fund will remain to be an 
indirect wholly-owned subsidiary of HSBC Holdings plc;  
 

(vi) administrative changes allowing investors to submit applications for subscriptions, 
redemption and switching requests by electronic means in such format or method as agreed 
in writing with HSBC Institutional Trust Services (Asia) Limited in its capacity as the 
Trustee and Registrar of the Fund;  
 

(vii) clarificatory updates to the disclosures relating to anti-dilution adjustment under the sections 
headed “Issue of Units” and “Redemption of Units” that any such adjustments to the value 
of subscription/redemption (as the case may be) if made will be determined by the Manager 
in good faith and in the best interest of the unitholders of the Fund;  
 

(viii) updates relating to soft commissions to clarify that neither the Manager nor any of its 
connected persons will receive soft commissions or cash rebates from a broker or dealer in 
managing the Fund’s assets and that all research received by the Manager in respect of the 
Fund will be paid for out of the relevant firm’s own resources;    
 

(ix) general updates and enhancement of risk disclosures;  
 

(x) general updates to disclosures relating to PRC tax and the Foreign Account Tax Compliance 
Act; 
 

(xi) updates to definitions; and  
 

(xii) other miscellaneous editorial and administrative tidy-ups, and general clarificatory 
amendments.   
 

Availability of Updated Offering Documents  

The revised Explanatory Memorandum, KFS and the Trust Deed of the Fund incorporating the above 
amendments will be available on or around the Effective Date at the office of the Manager, First State 
Investments (Hong Kong) Limited, at Level 25, One Exchange Square, 8 Connaught Place, Central, 
Hong Kong. The Chinese version of the revised Explanatory Memorandum and KFS will also be 
available at the same address. 

Further Enquiries  

Should you have any questions relating to the above matters, please contact us on the Manager’s 
Investor Services Hotline on +852 2846 7566, fax +852 2868 4742or alternatively contact your 
investment consultant. 
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Yours faithfully  
 

           
For and on behalf of  
First State Investments (Hong Kong) Limited  
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Appendix I 

The investment policy of the Fund as set out in the Explanatory Memorandum and the KFS will be 
amended as follows: 

The First State New Era PRC Fund The Fund aims to achieve long term capital appreciation. The Fund 
aims to invest fully primarily (i.e. at least 70% of the Fund’s Net Asset Value) in equity and equity 
related securities issued by companies, with no restriction on company size or market capitalization, 
with either assets in, or revenues derived from, the PRC that are listed, traded or dealt in on stock 
exchanges and markets in the PRC, Hong Kong, Taiwan, the United States or in a member state of the 
OECD. The Fund may also hold cash (up to 10% of its total net asset value) for liquidity purposes. 
The Fund may also invest in securities of companies or whose business is otherwise connected with 
the economy of the PRC, which are listed on any other stock markets or traded in any other financial 
markets, traded or dealt in on stock exchanges and markets worldwide (or which the Manager 
expects to be listed on a stock market within a reasonable period after the acquisition of such securities) 
where the Manager considers such investment appropriate. For the avoidance of doubt, the Fund will 
not invest in debt securities.  

The Fund is not subject to any limitation on the industry or sector of the companies it may invest 
in.  

The Fund may invest in China A Shares (i) indirectly through equity linked or participation notes 
issued by institutions that have obtained the Qualified Foreign Institutional Investor (“QFII”) status or 
through investing in open-ended collective investment schemes that invest in China A Shares and (ii) 
directly (less than 30 per cent of its total net asset value) via the Shanghai-Hong Kong Stock Connect 
and the Shenzhen-Hong Kong Stock Connect (the “Stock Connect Connects”). The Fund may also 
invest directly in China B Shares through the PRC stock exchanges. 

The Fund’s expected maximum exposure to China A Shares and China B Shares in aggregate will be 
less than 30 per cent.% of the Fund’s net assets Net Asset Value . For the avoidance of doubt, the 
Fund’s investment in participation notes will not exceed 15 per cent.% of its total net asset value Net 
Asset Value. 

The Fund may also invest up to 10% of its Net Asset Value in collective investment schemes 
(including those invested by the Fund for the purpose of gaining indirect exposure to China A 
Shares). 

The Fund does not currently enter into any stock lending, repo or similar over-the-counter transactions.  

Except for the use of equity linked or participation notes noted above (which the Manager classifies as 
access products), any use of financial derivative instruments by the Fund will be limited to hedging 
purposes. 

The Fund may hold cash (up to 20% of its total net asset value) for liquidity purposes.  Under 
exceptional circumstances (e.g. market crash or major crisis), the Fund may be invested 
temporarily up to 100% of its Net Asset Value in liquid assets such as bank deposits, certificates 
of deposit, commercial paper and treasury bills for cash flow management. 

 


