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B 2007 FEEEIERF B —o A< (Protege Partners) $THE100EZET

W [CIERFEERE TS&P S00FEHEEE o AL RIEE TS R A F MG

B EIERRRE A 105E1% (2008-2017) » S&P 50045 B S & Ol & i S e bR P
BRI - BOA R A 1R ) s O]

BET 362 DURATION 10 vears (02008-02017)

“Over a ten-year period commencing on January 1, 2008, and ending on
December 31, 2017, the S&P 500 will outperform a portfolio of funds of
hedge funds, when performance is measured on a basis net of fees, costs

and expenses.”  peramEpTERMS»

PREDICTOR CHALLENGER
Warren Buffett Protege Partners, LLC
sTakes $1,000,000

will go to Girls Incorporated of Omaha if Buffett wins,
or Friends of Absolute Return for Kids, Inc if Protege Partners, LLC wins.

BRI © 4848
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Fund of Fund of Fund of Fund of Fund of
Year Funds A Funds B Funds C Funds D Funds E
2008 -16.5% -22.3% -21.3% -29.3% -30.1%
2009 11.3% 14.5% 21.4% 16.5% 16.8%
2010 5.9% 6.8% 13.3% 4.9% 11.9%
2011 -6.3% -1.3% 5.9% -6.3% -2.8%
2012 3.4% 9.6% 5.7% 6.2% 9.1%
2013 10.5% 15.2% 8.8% 14.2% 14.4%
2014 4.7% 4.0% 18.9% 0.7% -2.1%
2015 1.6% 2.5% 5.4% 1.4% -5.0%
2016 -2.9% 1.7% -1.4% 2.5% 4.4%
Gain to
Date 8.7% 28.3% 62.8% 2.9% 71.5%

ZRIAIE © Berkshire Hathaway 2016 shareholder letter

O

S&P
Index Fund

-37.0%
26.6%
15.1%

2.1%

16.0%

32.3%

13.6%

1.4%

11.9%
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B ERI0F - IERERRFIFESRA - MANEEKE2007F492,000(8=7T » 122016

F#E14,000/8 57T
W TR B EEIEEN] - 2016 FEARE A3, 000/ FETTFR T

US Flow of Funds — Passive vs. Active

US Billion
$500 W Active
Passive
400
200
200
- LELLLL .J
0
-100
=200
=300
400

2000 2001 2002 2003 2004 2006 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
BRIARE @ Morningstar » #22016E12H31H
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B EEI0F  EFEFEEEIESI TS S%E Bank of Japan: The ETF Whale

Japan's central bank owned 67% of the nation's ETF market as of February 2017

fﬁé16% J:%Z:EU34% ’ i%}]@%{i}}ﬁ/\j ﬁ:ji% M Bank of Japan Holdings M Rest of Market
1 EATE84% T Bk 266% 0

180
160

B E20104F - BEEETFRHAITER RS I | |||||||||

By SHAdRREES TR e m%ii“
ETF buying doubled

60
HEFFE70% - o AR
Sl T LU L
2015 2016

B S BURE SAR 550 .

BOJ starts buying ETFs

Active Dominance

100% A r 100%
Pas In Hong Kong, active funds still dwarf passive investments -- by a mile
80% - sive A
60% - I
40% -

20% A - 20%

;N
0% 0% ETF Index Funds Active Funds
Global  Europe EM All us Japan

Source: Morningstar data on fund assets Bloomberg

B} #JE ¢ EPFR Global, SG Cross Asset Research/Global Asset Allocation *
HZE2017E3H BRIAE - Bloomberg & MorningStar » & 220174-9 5
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W EEST - FENRES R LG BT 8 > BIa0S&PS00 (88%) » S&P MidCap 400 (90%)
S&P SmallCap 600 (97%)

B GER3F 0 S0l HEBEFAEET - FEUEREH EHEREE1.5%) H523%

B EEfEBAERICEREE - PR R0.17% > B EEHAIE/D0.58%

Percentage of U.S. equity funds outperformed by benchmark

Fund category  5-year 10-year 15-year
Comparison index

85% 92%
S&P MidCap 400 96% 95%
Small-C 0%
mall-Cap N .
S&P SmallCap 600 96% 93% G g/

ERIAIE © The Wall Street Journal » #220164£12H31H BEHRIAE © Bloomberg & MorningStar » #; 2201749 H
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B HEX1TF6H > 2ACRA G ATEEE M (ETPs) 4,240 » SIS TE0T
HERSF IR A%

B Smart BetaﬁzﬁETFEl’]%ET;EiﬁU—FS NOEETTIESE T » L TAEEETFAERIF18% » mES
TR R 30 9 o BT A e F AR T 1A

— et Cap (S s e Smiatt Beta (5 M) m— Rt (S M)
Assets Shn — ket Cap #] ——Smart Beta (#) —Cther (#] #Products
3,500,000 3,000

2,000,000

2,500,000

2,000,000

1,500,000

1,000,000

500, 000
Year 2008 2009 2010 2011 2012 2013 2014 2015 2016 Jun-17  Hyr CAGR|
# ETFs/ETPs 1,534 1,757 2,164 2,529 2,662 2,925 3,280 3,761 4,133 4,246 10.3%
Market Cap (#) 1,030 1,258 1,631 1,845 1,951 2,154 2,332 2,501 2,605 2,649 7.1%
Smart Beta (#) 295 340 a7 480 527 588 741 1,008 1,207 1,255 20.3%
Other (¥) 45 53 67 86 98 111 121 132 152 155 12.1%
ETF/ETP Assefs (S Mn) 603,616  B43,496 1,057,406 1,041,942 1,360,019 1,877,954 2,199,207 2,361,755 2,746,984 3,245,454 21.4%
Market Cap (5 Mn) 535,739 748,144 921,058 885,757 1,147,151 1,531,018 1,759,055 1,848,565 2,115,685 2,517,956 19.0%
Smart Beta (5 Mn) 49,134 74,220 110,882 129,258 174,125 285,751 369,281 421,086 515,224 591,842 31.9%
Other (5 Mn) 16,174 18,136 23,481 24,750 35,592 54,679 63,386 84,306 103,395 119,963 33.1%

BRIAE  ETFGI » & E2017F6H30H
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B Smart Beta 4515 | EEIACENPEFIATTE » SEEE S R I E R
B Smart Beta BLM{EAGIEEE AANFE > & ilas FEnRI S E AR K NfE 7L > BSR4
(Alpha)

Smart-Beta /MF A #i g8 F BRI E ‘ )
HWETEE

Smart beta

Lower-cost access than
. active strategies .
Passive U Active

strategies May outperform benchmark strategies

Diversification

Large investment
capacity

SRS +
FEEEAU

5=

Source: ETF Securities
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Betore
1970

« CAPM : return can only be explained by market risk premium
* Lintner (1965); Mossin (1966); Sharpe (1964) and Treynor (1961)

« Arbitrage Pricing Theory (APT): return can be explained by multiple factors.
« Stephen Ross (1976)

« Fama & French Three-Factor Model: In addition to CAPM, adding size and value factors better

« Fama & French (1993)
« Fama won Nobel Prize in 2013 )

~

explained return

* Cahart Four-Factor Model: Building on Fama-French model, Cahart extend the model to includ@

» Carhart (1997) y

a momentum factor

11
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Dividend E‘Hﬂw

dividend yield
% B \

S (BYRETIES

| > ROE Value » book to price
» earnings stability BE » earnings to price
» cash flow » book value etc.
Smart Beta
N Volatility

. (BYFETIES
7&@.7% » standard deviation

\ Tr— / > low Beta

R G
> relative returns
» historical alpha

» market cap.
» free-float market cap.
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B KAHE (Value) BERARSIVEERE - EZRE 7 8HIMNEPE (risk premium )
B TGRSR - REAEERE SRR S E R B - (MR T s B ErY
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( Momentum )

Time Period: 01/01/1997 to 31/05/2016
700

450

400
550
500
450
400
350
300
250
200 -
100 L . - »w' =
50
1998 2000 2002 2004 2006 2008 2010 2012 2014 2016
= MSCI ACWI Momentum GR USD =MSCl ACWI Minimum Vol (USD) GR USD MSCI ACWI Quality GR USD
= RASCI ACWI Value GR USD = pASCI ACWI GRE USD 13

BRIAE ¢ Morningstar Direct
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7000 -
Bull — Bull Recowvery
u
Momentunm Low Volatility Recovery Momentum Yalue
6000 - Small Cap Value Small Cap Quality
Walue Recovery  Momentum P Walue Low Wolatili
Value Dividend Lo Wolatility

Small Cap Quality

Dividend

5000 -

A000 -

Bull
Momentum
2000 N Dividend
- Quality
Low Wolatility
Quality
2000 - Dividend ¥
Bear Low Volatility
Low Volatility Qluality
1000 Dividend Dividend
Quality
D T T T T T T T T T T T
June June June June June June June June June June June June
2006 2007 2008 2009 2010 2011 2012 2013 2014 20156 2016 2017
Bull Bear Recovery  eeHSCI (TR, HKD)

BRARE © S&P Dow Jones Indices @ #i 2 2017F6 4
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. &R - REERE T  ERSHIY IR E R =R ITA

2. R ERR - ERTEEEE - oG E S

3. {KEA ¢ Smart Beta SRESAR AN EE ~ 5B ~ BAE

W % =R AEREZS (CaPERs) ~ HEE#EEEE RS (PPF) FRMEEZET
ferSmart BetafF B S5 & Rl

<$1B $1-$10B $10B+
Return enhancement 56% 51% 63%
Risk reduction 44% 43% 50%
Provide specific factor exposure 16% 25% 47%
Cost savings 22% 19% 34%
Improve diversification 47% 35% 34%
Other 0% 7% 6%
Income generation 3% 7% 3%

Source: FTSE Russell; 2016 Global Survey

15
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RHE Ry £ > —FEHAUENH HE80%
‘é‘?”‘ﬁfiﬁ"éﬁﬁ E23{(EHE T ((HETF Baa it

B EEASmart Beta ETFLARE N -0l Ry £ > Ho s B RBS AR AR 1563%

W DUBE5E el HE K HIFHYSmart Beta ETF4Y583% » HERAI DA K B T

Equity Smart Beta ETFs by Type

Smart Beta

+ Revenue
'We[i}%}];ted — :I-St.rjategy Other HT}HVIX ‘;R]sk Control p . .
Quality — 3
# Options Overlay Eﬁi — %H& bn%
1% \ B
\ J \ J
P
FHEE
o] Momentum /‘ )E§b$ %E&Fﬁ’
ALow Volatility =
16% N EAH
fEb 8] i BB
Growth/Value-_ Hi ow_ &8 _ 'Equal Weighted
Falt;:;' W.-'I.’eigh‘::lZd % ¥# Factor Weighted = Sizn;31 ) ﬁtﬁﬁig
49 0% 0% 3% BE B
ZORHIIR © Nasdag » BE20164F9 UL AN y
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W PRESERGEYE PR SRS HIRERBENA0 A i - B8 gl =R
HUR: 2 0ME » UK TR S VAR =
T PO SHE ’LEI_ E TE[" §fl 0.86

W ERST o BREES T F6%-6.5% P4 ERl fEFE B 0.87

SRR {=L L O dER e =

6.48% 6.04%

[E]#RR

0.53

243 033

csvaiicasti=t i8(33.59% 33.66% 6.34% 9.17% )13.62% 13.87% 19.03% 17.22% 2.47

0.66% 9.99% 11.87% 1135% 1622% 242 209 0.19 041

24.82% 3.34%

HERER 24.20%

15.25% 20.86% -091% 2.28% 12.71% 14.80% 22.47% 21.24% 120 141 -0.04 0.11

ERE © CESC » #Z201747H31H .
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00321 K EEE
01812 EISARE
02777 (EPAPiAES
00884 JEAE A EE
03383 T ESEEE
01382 WL
01813 EREE
00005 PR 472 i
01628 BN ZE
01333 Hh B
&R
40

= Sk 5.98%

B i fE sk B R 8.81%
a (B R 4.20%

ERAE © CESC » #iE2017F7H31H

TR bR

AN
JFAT
TR
Rl E
R E
AR
Rl E
Rt E
R
JERTE

8.81
8.67
8.11
7.66
7.57
7.06
0.47
6.45
6.24
6.22

(RE axiii

4.10
4.01
3.94
3.62
3.45
341
292
291
2.89
2.88
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ST R PE B
T {EL e
5t > (E A
 REEEE
REZET]
BE

H S

H{ELEE

B Rl EE 49.95%
AJEE R 8 21.10%
JEAAH 3 9.08%
OSHEE 4 8.74%
7 3 6.33%

CAE 2 4.80%
RE I 0 0.00%
FEHE 0 0.00%
Rt A 0 0.00%
E IRl 0 0.00%
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B S5 A5 2 ERGDPY30%

W 20165 » P8l " —i—pg" MRS HE HH I 4REREEOS40(E =T - (G ENE 5
SREARY25.7%6
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Source: Xinhua
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2016 Trade Distribution Between China and
Major Regions of Belt & Road Initiative
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ﬂﬁ 5113
foBxEs 4.2% |1. 5% 1 0% 03%

ENEBFIE
5.6% JERE 5.0%

R BIRZERVE SRR

2011-2016 Trade Data Between China and Major Regions of Belt &
Road Initiative
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(Source: Big Data Report of Trade Cooperation Under The Belt and Road Initiative issued by State Information Centre)
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O 1288 C[EME EHifhsET » AS9RSHET "—F— "
O 108 EZATER EHEERTSHET "—F B

ZEHRSE 1840

2016— T —ER S HRR
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 RESBRG

Bp eEmERewemse s O

FEIE2014, 201571201 6F-HY B
Q 28 "8 MHENSENSERS RS BT
Q 64% U EHBFEFR AIRIEGIENIFEA > 36D~ 4ERF

—— %”ﬁﬁt$A¥§Eﬁ¢£ﬂ 223, W — T —BRARIRBERA
-
2014 491 381 199 1

2015 591 2287 591 130 T 147 6
JUGEM 5407 2397 69 T 1531 171 6

i%‘lﬁ?ﬁ&&é@ EEA

Sgg;f’; P | | REST | IR
I 873 1077 158 1921 2,733

2015 756 716 1821 88T 20561 284871

ZOGH 881 9431 2,753T 3,004 1

( AH dual listing companies was excluded from above data. Total 596 companies involved in B&R development. )
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O fEEdREENOES - TREMKE TSR

O SN SEAE SRR ORISR 7 TH 5 LE A

Q TP EERSRERE i HEBERVERCER - EFLIE2014F/Y
2.2%3% 2 20165-1725.6%

MNMEFEREEB M (TR vs SN BFE)

TEEFE  HMEBFE TEEFE SERFE PEeE SR

T 2%  208%  760%  240%  768%  23.2%
_ 93.6% 6.4% 90.3% 9.7% 92.4% 7.6%
99.6% 0.4% 99.8% 0.2% 99.9% 0.1%
8.0%  1L0%  92.0% 8.0% 90.8% 9.2%
2.2% 078%  158%  842%  256%  T44%

11.5% 88.5% 16.3% 83.7% 15.8% 84.2%
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5,945 4,569 -23% 4,807 +5%
1,176 +21% 1,553 +32%

9,676 5,978 -38% +34%
E!llll
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>20% to 50% 36 41 35
>10% to 20% 64 66 78
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