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INVESTOR LETTER 
 
Dear Valued Investors, 
 
Your loyalty and unwavering support have been instrumental in making us one of the industry leaders. 
 
For the fourth year in a row, CIMB-Principal Asset Management Berhad (CIMB-Principal) was unveiled 
as The Best Asset Manager in Southeast Asia by Alpha Southeast Asia* at its 7th Annual Best Financial 
Institutions Awards (Marquee Awards). This industry recognition is emblematic of the trust we have built 
with our clients over time and our ability to successfully scale up our capabilities with solid investment 
track records. 
 
With the end of the year coming up, we thought it is worthwhile putting out a reminder about a financial 
tip. Now is the time to take steps to optimise your tax savings by contributing at least RM3,000** to your 
CIMB-Principal PRS Plus or CIMB Islamic PRS Plus (PRS Plus) account. If you have contributed less 
than RM3,000** this year, make a catch up contribution so you can enjoy your tax benefit fully. It is also 
wise to convert your contribution method from lump sum to a regular savings plan to build up your 
account, bit by bit. Recognising the importance of savings from early age to ensure sufficient savings 
after retirement, the government has introduced the one-off incentive of RM500 for contributors aged 
between 20 and 30 years old in its recent Budget 2014***. We strongly encourage eligible contributors to 
take advantage of the latest incentive as this could probably be their once-in-a-lifetime opportunity. 
 
Happy Investing! 
 

 
Munirah Khairuddin, 
Chief Executive Officer 
CIMB-Principal Asset Management Berhad 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
* An institutional investment magazine 
** Assuming that you do not contribute to deferred annuities, contributing to PRS Plus can grant tax relief of up to 
RM3,000 per year on a continuous basis for a period of 10 years from year assessment 2012. 
*** To be eligible, these contributors need to make a minimum cumulative contribution of RM1,000 within a year 
into approved PRS. The incentive is available from 1January 2014 for a period of five years. 
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MANAGER’S REPORT 
 
What is the investment objective of the Fund? 
To provide investment results that closely corresponds to the performance of the Benchmark Index, 
regardless of its performance. 
 
Has the Fund achieved its objective? 
For the period under review, the performance of the Fund has met its objective to closely correspond to 
the performance of the Benchmark Index. The Fund provided returns of 2.75% while the Benchmark 
Index gained 3.35%. 
 
What are the Fund investment policy and its strategy? 
A passive strategy whereby the Manager may adopt either a Replication Strategy or a Representative 
Sampling Strategy. 
 
Replication Strategy 
 
In managing the Fund, the Manager will generally adopt a Replication Strategy. Using a Replication 
Strategy, the Fund will invest in substantially all the Index Securities in substantially the same weightings 
(i.e. proportions) as the Benchmark Index (to the extent possible). If the Manager is of the opinion there 
exists liquidity constraints with the Index Securities, the Fund may substitute the Index Securities (in part 
or in whole) with one or more derivatives of the Index Securities which are likely to behave in a manner 
consistent with the investment objective of the Fund as determined by the Manager. 
 
Representative Sampling Strategy 
 
The Manager may decide to adopt a Representative Sampling Strategy if various circumstances make it 
impossible or impracticable to adopt a Replication Strategy. 
 
Fund category/ type 
Exchange-traded fund / Equity / Index Tracking 
 
How long should you invest for? 
Recommended 3 to 5 years. 
 
Indication of short-term risk (low, moderate, high) 
High 
 
When was the Fund launched? 
9 July 2010* 
 
What was the size of the Fund as at 31 December 2013? 
RM 9.87 million (9.75 million units). 
 
What is the Fund’s benchmark? 
FTSE China 25 Index or such replacement index as may be determined by the Manager, subject to the 
approval of the Securities Commission Malaysia.  
 
What is the fund distribution policy? 
Annually, subject to the discretion of the Manager. 
 
What was the net income distribution for the financial period ended 31 December 2013? 
No distribution was declared for the period ended 31 December 2013. 
 
 
* Listing date 
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PERFORMANCE DATA 
 
Details of portfolio composition of the Fund are as follows: 
 

 
Performance details of the Fund for the financial periods are as follows:  
 
 31.12.2013 31.12.2012 31.12.2011 
Net Asset Value (RM million) 9.87 28.10 11.74 

Units In circulation (Million) 9.75 29.25 13.65 

Net Asset Value per Unit (RM) 1.0121 0.9608 0.8599 

Highest NAV per Unit (RM) 1.0453 0.9608 0.9346 

Lowest NAV per Unit (RM) 0.9299 0.8425 0.7224 

Market Price per Unit (RM) 1.0150 0.9650 0.8700 

Highest Market Price per Unit (RM) 1.0450 0.9650 0.9350 

Lowest Market Price per Unit (RM) 0.9350 0.8450 0.7300 

Total return (%) ^ 2.75 13.62 8.53 

-capital growth (%) 2.75 13.62 8.53 

-income growth (%) - - - 

    

Management Expenses Ratio (%) 0.24 0.33 0.37 

Portfolio Turnover Ratio (times) # 0.53 0.26 0.06 

    
(Launch date : 9 July 2010)    

 
# For the period under review, the portfolio turnover ratio for the Fund increased to 0.53 times from 0.26 
times as there were more trading activities carried out for the Fund within the reporting period. The 
trading activities were mainly attributed to basket redemptions and rebalancing of the Fund.  
 

 

  
01.01.2013 to 

31.12.2013 
 

01.01.2012 to 
31.12.2012 

 
Since inception to 

31.12.2011 

  (%)  (%)  (%) 

Annual total return (%)  5.34  11.73  (15.15) 

 
^ based on NAV per unit 

 
 
Past performance is not necessarily indicative of future performance and that unit prices and investment returns may go down, 
as well as up. All performance for the financial periods ended have been extracted from Lipper. 

 

 31.12.2013  31.12.2012  31.12.2011 
 %  %  % 
Sector      
Quoted investments 99.64  99.98  99.92 
Liquid assets and others 0.36  0.02  0.08 

 100.00        100.00        100.00  

  Total return  Annualised 

Period (%)  (%) 

- Since inception (SI)^ (0.13)  (0.04) 

- One year 5.34  5.34 

- Benchmark SI 2.86  (0.81) 
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MARKET REVIEW (1 OCTOBER TO 31 DECEMBER 2013) 

 
The Chinese stock market delivered positive retuns in the 3-months period ended December 2013. The 
stock market gained on the back of China’s much-awaited third plenary session of the 18th Communist 
Party of China (CPC) Central Committee which was concluded on 12 November. The Third Plenum 
outlined ambitious reform plans for the next five to ten years.  Priority reform areas include 
administrative, financial, fiscal, land and resource pricing reforms. Among the major changes made was 
the easing of one-child policy, which allows couples to have a second child if one parent is an only child. 
This is the first major easing of its 3-decade-old restrictive birth policy.  
 
On the macro front, there were also improving data from the world’s second-largest economy as official 
Purchasing Manager’s Index (PMI) and export data were positive. China’s PMI for December was 51, 
while exports increased 12.70% year-on-year (y-o-y) in November to US$202.20 billion. The growth in 
jewelry, watch and clock sales bounced to 16.80% y-o-y in October from the 8.70% y-o-y gain seen in 
the previous month. Composite consumer price index (CPI) increased 4.30 y-o-y in November.  
 
 
FUND PERFORMANCE 
 
  

3 months to 
31.12.2013 

(%) 

1 year to 
31.12.2013 

(%) 

Since 
Inception to 

31.12.2013 
(%) 

Income  - - - 
Capital^ 2.75 5.34 (0.13) 
Total Return^ 2.75 5.34 (0.13) 
Annualised Return^ 11.23 5.34 (0.04) 
Benchmark  3.35 2.86 (2.78) 
Market Price per Unit 2.53 5.18 (0.49) 

 
^ Based on NAV per Unit 
 
For the period under review, the Fund gained 2.75% in line with the benchmark gains of 3.35%. 
 
During the period under review, there were some adjustments to the weighting and composition of the 
Fund following the quarterly review changes of the benchmark. For the period, Great Wall Motor 
Company (H) was included in the Fund to replace Belle International (P Chip). 
 
The last available published market price of the Fund quoted on Bursa Malaysia was RM 1.0150. This 
represents an increase of 2.53% for the period. 
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FUND PERFORMANCE (CONTINUED) 
 

 
 
 
 
Changes in Net Asset Value (“NAV”) 
 
   31.12.2013 31.12.2012 % Changes 
Net Asset Value (RM million)  9.87 28.10        (64.88) 
Net Asset Value per Unit (RM)  1.0121 0.9608           5.34 
   
For the 1-year period, the total NAV fell by 64.88% while the NAV/unit increased by 5.34%. The fall in 
total NAV was due to unit redemptions while the positive changes in NAV/unit were due to investment 
performance of the Chinese equities. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Performance data represents the combined income and capital return as a result of holding units in the fund for the specified 
length of time, based on NAV to NAV price. The performance data assumes that all earnings from the fund are reinvested and 
are net of management and trustee fees. Past performance is not reflective of future performance and income distributions are 
not guaranteed. Unit prices and income distributions, if any, may fall and rise. All performance figures have been extracted from 
Lipper. 

 
 



CIMB FTSE CHINA 25  

6  
 

 
PORTFOLIO STRUCTURE 
 
Asset allocation 
 

(% of NAV)      31.12.2013 31.12.2012 

Quoted investments 99.64 99.98 

Cash and other net assets 0.36 0.02 

TOTAL 100.00 100.00 
 
The Fund remained fully invested during the period under review. A minimal level of liquid assets was 
maintained primarily for liquidity purposes. 

 
MARKET OUTLOOK* 
 
Post plenary, the Chinese government has been active in introducing reforms in various segments, 
particularly Financial (Banks, Brokerage and Insurance). Although these reforms are viewed as positive 
for the long run, investors should remain conscious that economic re-balancing and reforms are long 
drawn-out processes, the success of which rest on eventual implementation.  
 
The transition from an investment-driven to consumer-led growth model offers a promising structural 
backdrop for a variety of industries. The investment case for domestic consumption and services sectors 
remains very much intact as urbanisation continues apace, supported further by new tax policies. On 30 
December 2013, the National Auditing Office (NAO) announced that China’s local government debt 
jumped 67.00% to RMB17.89 trillion (by the end of June 2013) in 2.5 years. Although the NAO result 
indicates that the local government debt is a major concern in China, we believe the scale of the debt 
problem remains manageable. 
 
 
* This market outlook does not constitute an offer, invitation, commitment, advice or recommendation to make a purchase of any investment. 
The information given in this article represents the views of CIMB-Principal Asset Management Berhad (“CIMB-Principal”) or based on data 
obtained from sources believed to be reliable by CIMB-Principal. Whilst every care has been taken in preparing this, CIMB-Principal makes no 
guarantee, representation or warranty and is under no circumstances liable for any loss or damage caused by reliance on, any opinion, advice 
or statement made in this market outlook. 
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INVESTMENT STRATEGY 
 
As this is an exchange-traded fund, the Fund will continue to remain fully invested in the benchmark 
index stocks with minimal cash kept for liquidity purposes in order to track the performance of the 
benchmark. 
 
UNIT HOLDING STATISTICS 
 
Breakdown of unit holdings by size as at 31 December 2013 are as follows: 
 

Size of unit holding 
No of unit 

holders 
 

No of units Held 
(million) 

 
% of units 

held 

5,000 and below 125  0.34  0.92 

5,001 to 10,000 66  0.57  1.54 

10,001 to 50,000 82  2.26  6.10 

50,001 to 500,000 30  4.09  11.04 

500,001 and above 7  29.79  80.40 

 310  37.05  100.00 

 
 
 
SOFT COMMISSIONS AND REBATES 
 
The management company will not retain any form of rebate or soft commission from, or otherwise 
share in any commission with, any broker in consideration for directing dealings in the investments of the 
Funds unless the soft commission received is retained in the form of goods and services such as 
financial wire services and stock quotations system incidental to investment management of the Funds. 
All dealings with brokers are executed on best available terms. 
 
During the financial period under review, the management company did not receive any rebates and soft 
commissions from brokers or dealers. 
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UNAUDITED STATEMENT OF COMPREHENSIVE INCOME 
FOR THE FINANCIAL PERIOD ENDED 31 DECEMBER 2013 
 
 

 
 
 
 
 
 
 
 
 
The accompanying notes to the financial statements form an integral part of the unaudited financial 
statements. 

 
 

01.10.2013 to 
31.12.2013 

01.10.2012 to 
31.12.2012 

 Note RM RM 
INCOME    
Dividend income  701 7,814 

Net gain on financial assets at fair value through  

  profit or loss 8 1,821,099 3,070,904 
Net foreign exchange loss  (303,847) (18,605) 
  ─────── ─────── 
  1,517,953 3,060,113 
  ─────── ─────── 
    

LESS: EXPENSES    

  Management fee 4 42,021 37,154 

  Trustee and custodian fee 5 5,830 12,004 

  Transaction cost  59,180 22,396 

  Audit fee  6,301 6,301 

  Tax agent fee  756 756 

  Administration expenses   10,563 2,845 
  ─────── ─────── 
  124,651 81,456 

  ─────── ─────── 
    
PROFIT BEFORE TAXATION     1,393,302 2,978,657 
    
TAXATION 7 914 (781) 

  ─────── ─────── 
PROFIT AFTER TAXATION AND TOTAL  
  COMPREHENSIVE INCOME FOR THE FINANCIAL  
  PERIOD  1,394,216 2,977,876 

  ═══════ ═══════ 
    
    

Profit after taxation is made up as follows:    

  Realised amount  2,292,823 (131,126) 

  Unrealised amount  (898,607) 3,109,002 

  ─────── ─────── 
  1,394,216 2,977,876 

  ═══════ ═══════ 
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UNAUDITED STATEMENT OF FINANCIAL POSITION 
AS AT 31 DECEMBER 2013 
 

  31.12.2013 31.12.2012 

 Note RM RM 

    

CURRENT ASSETS    

Financial assets at fair value through profit or loss 8 9,832,670 28,096,931 

Cash and cash equivalents 9 89,984 58,139 

  ─────── ─────── 

TOTAL ASSETS  9,922,654 28,155,070 

  ─────── ─────── 

    

CURRENT LIABILITIES    

Accrued management fee  6,677 24,423 

Amount due to trustee   1,118 1,860 

Other payables and accruals 10 46,609 26,528 

  ─────── ─────── 

TOTAL LIABILITIES  54,404 52,811 

  ─────── ─────── 

    

NET ASSET VALUE OF THE FUND 11 9,868,250 28,102,259 

  ═══════ ═══════ 

    

EQUITY    

Unit holders' capital  6,439,550 27,035,385 

Retained earnings  3,428,700 1,066,874 

  ─────── ─────── 

NET ASSETS ATTRIBUTABLE TO UNIT HOLDERS 11 9,868,250 28,102,259 

  ═══════ ═══════ 

    

NUMBER OF UNITS IN CIRCULATION (UNITS) 11 9,750,000 29,250,000 

  ═══════ ═══════ 

NET ASSET VALUE PER UNIT (RM)  11 1.0121 0.9608 

  ═══════ ═══════ 

    
 
 
 
 
 
 
 
 
 
 
 
 
 
The accompanying notes to the financial statements form an integral part of the unaudited financial 
statements. 
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UNAUDITED STATEMENT OF CHANGES IN EQUITY  
FOR THE FINANCIAL PERIOD ENDED 31 DECEMBER 2013 
 

     Unit holders' Retained   

 Note capital earnings Total 

  RM RM RM 

     

Balance as at 1 October 2013  34,443,370 2,034,484 36,477,854 

Movement in unit holders’ contribution:     

Cancellation of units  (28,003,820) - (28,003,820) 
Total comprehensive income  
  for the financial period 

 
- 1,394,216 1,394,216 

  ─────── ─────── ─────── 

Balance as at 31 December 2013 11 6,439,550 3,428,700 9,868,250 

  ═══════ ═══════ ═══════ 

Balance as at 1 October 2012  16,749,915 (1,911,002) 14,838,913 

Movement in unit holders' contribution:     
Creation of units  10,285,470 - 10,285,470 
Total comprehensive income  
  for the financial period 

 
- 2,977,876 2,977,876 

  ─────── ─────── ─────── 

Balance as at 31 December 2012 11 27,035,385 1,066,874 28,102,259 

  ═══════ ═══════ ═══════ 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The accompanying notes to the financial statements form an integral part of the unaudited financial 
statements. 
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UNAUDITED STATEMENT OF CASH FLOWS 
FOR THE FINANCIAL PERIOD ENDED 31 DECEMBER 2013 
  

  
01.10.2013  

to 
 31.12.2013 

01.10.2012  
to 

 31.12.2012 

 Note RM RM 

CASH FLOW FROM OPERATING ACTIVITIES    

Proceeds from sale of investments  28,698,773 1,146,930 

Purchase of investments  (660,040) (11,395,981) 

Dividend received  144,897 48,329 

Trustee and custodian fee paid  (7,094) (4,081) 

Management fee paid  (53,204) (18,634) 

Payments for other fees and expenses  (91,941) (57,563) 

  ─────── ─────── 

Net cash generated from/(used in) operating activities  28,031,391 (10,281,000) 

  ─────── ─────── 

    

CASH FLOW FROM FINANCING ACTIVITIES    

Cash proceeds from units created  - 10,285,470 

Payments for cancellation of units  (28,003,820) - 

  ─────── ─────── 

Net cash (used in)/generated from financing activities  (28,003,820) 10,285,470 

  ─────── ─────── 
    

Net increase in cash and cash equivalents  27,571 4,470 
Effect of unrealised foreign exchange  - 670 
Cash and cash equivalents at the beginning of the  
  financial period 

 
62,413 52,999 

  ─────── ─────── 

Cash and cash equivalents at the end of the financial 
  period 

9 
89,984 58,139 

  ═══════ ═══════ 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The accompanying notes to the financial statements form an integral part of the unaudited financial 
statements. 
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UNAUDITED NOTES TO THE UNAUDITED FINANCIAL STATEMENTS  
FOR THE FINANCIAL PERIOD ENDED 31 DECEMBER 2013 
 
1. THE FUND, THE MANAGER AND ITS PRINCIPAL ACTIVITY 
 

CIMB FTSE China 25 (the "Fund") was constituted pursuant to the execution of a Deed dated 19 
April 2010 and has been entered into between CIMB-Principal Asset Management Berhad (the 
“Manager”) and Deutsche Trustees Malaysia Berhad (the “Trustee”). 
 
On 16 December 2010, the Fund’s Benchmark Index, FTSE/Xinhua China 25 Index was 
renamed FTSE China 25 Index and concurrent with this change, the Fund also announced the 
change of name to CIMB FTSE China 25. The Fund’s change of its name is pursuant to the 
Supplemental Deed dated 8 December 2010.   
 
The principal activity of the Fund is to provide investment results that closely correspond to the 
performance of the FTSE China 25 Index, regardless of its performance. The Benchmark Index is 
designed to represent the performance of the stocks of the mainland Chinese market that are 
available to international investors. The Benchmark Index consists of the 25 largest and most 
liquid Chinese stocks (Red Chip and H shares) listed and trading on the Hong Kong Stock 
Exchange.  
 

 The Fund commenced operations on 9 July 2010 and will continue its operations until terminated by 
the Manager. All investments will be subject to the SC Guidelines on Exchange Traded Funds, 
SC requirements, the Deeds, except where exemptions or variations have been approved by the 
SC, internal policies and procedures and the Fund’s objective. 
 
The Manager, a company incorporated in Malaysia, is a wholly-owned subsidiary of CIMB Group 
Sdn. Bhd. and regards CIMB Group Holdings Bhd as its ultimate holding company. Its principal 
activities are the establishment and the management of unit trust funds and fund management 
activities. 

 
 
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 
The following accounting policies have been applied consistently in dealing with items which are 
considered material in relation to the financial statements: 
 
(a) Basis of preparation 

 
The financial statements have been prepared in accordance with the provisions of the 
Malaysian Financial Reporting Standards (“MFRS”) and International Financial Reporting 
Standards and the requirements. 
 
The financial statements for the financial year ended 30 June 2013 are the first set of 
financial statements prepared in accordance with the MFRS, including MFRS 1 ‘First-time 
adoption of MFRS’. The Fund has consistently applied the same accounting policies in its 
opening MFRS statement of financial position at 1 July 2011 (transition date) and 
throughout all financial years presented, as if these policies had always been in effect.  
 
The financial statements have been prepared under the historical cost convention. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
(a) Basis of preparation (continued) 

 
The preparation of financial statements in conformity with MFRS requires the use of 
certain critical accounting estimates and assumptions that affect the reported amounts of 
assets and liabilities and disclosure of contingent assets and liabilities at the date of the 
financial statements, and the reported amounts of revenue and expenses during the 
reported financial period. It also requires the Manager to exercise their judgment in the 
process of applying the Fund’s accounting policies. The Manager believes that the 
underlying assumptions are appropriate and the Fund’s financial statements therefore 
present the financial position results fairly. Although these estimates and judgment are 
based on the Manager’s best knowledge of current events and actions, actual results may 
differ. 
 
The areas involving a higher degree of judgment or complexity, or areas where 
assumptions and estimates are significant to the financial statements are disclosed in 
Note 2(n). 
 
(i) The standards, amendments to published standards and interpretations to existing 

standards that are applicable to the Fund but not yet effective and have not been 
early adopted are as follows: 
 
Financial year beginning on/after 1 July 2014 
 
• Amendment to MFRS 132 “Financial instruments: Presentation” (effective 

from 1 January 2014) does not change the current offsetting model in 
MFRS 132. It clarifies the meaning of ‘currently has a legally enforceable 
right of set-off’ that the right of set-off must be available today (not 
contingent on a future event) and legally enforceable for all counterparties 
in the normal course of business. It clarifies that some gross settlement 
mechanisms with features that are effectively equivalent to net settlement 
will satisfy the MFRS 132 offsetting criteria. The Fund will apply this 
standard when effective. 
 
This standard is not expected to have a significant impact on the Fund’s 
financial statements. 
 

Financial year beginning on/after 1 July 2015 
 

• MFRS 9 “Financial instruments - classification and measurement of 
financial assets and financial liabilities” (effective from 1 January 2015) 
replaces the multiple classification and measurement models in MFRS 139 
with a single model that has only two classification categories: amortised 
cost and fair value. The basis of classification depends on the entity’s 
business model for managing the financial assets and the contractual cash 
flow characteristics of the financial asset.  
 
The accounting and presentation for financial liabilities and for de-
recognising financial instruments has been relocated from MFRS 139, 
without change, except for financial liabilities that are designated at fair 
value through profit or loss (“FVTPL”). Entities with financial liabilities 
designated at FVTPL recognise changes in the fair value due to changes 
in the liability’s credit risk directly in other comprehensive income (OCI). 
There is no subsequent recycling of the amounts in OCI to profit or loss, 
but accumulated gains or losses may be transferred within equity. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
(a) Basis of preparation (continued) 

 
(i) The standards, amendments to published standards and interpretations to existing 

standards that are applicable to the Fund but not yet effective and have not been 
early adopted are as follows: (continued) 
 
Financial year beginning on/after 1 July 2015 (continued) 

 
The guidance in MFRS 139 on impairment of financial assets and hedge 
accounting continues to apply. The Fund will apply this standard when 
effective. 
 
MFRS 7 requires disclosure on transition from MFRS 139 to MFRS 9. 
 
This standard is not expected to have a significant impact on the Fund’s 
financial statements. 

 
(b) Financial assets and financial liabilities 

 
Classification 
 
The Fund designates its investments in quoted securities as financial assets at fair value 
through profit or loss at inception. 
 
Financial assets are designated at fair value through profit or loss when they are 
managed and their performance evaluated on a fair value basis. 
 
Loans and receivables are non-derivative financial assets with fixed or determinable 
payments that are not quoted in an active market and have been included in current 
assets. The Fund’s loans and receivables comprise cash and cash equivalents and 
dividends receivable. 
 
Financial liabilities are classified according to the substance of the contractual 
arrangements entered into and the definitions of a financial liability. 
 
The Fund classifies accrued management fee, amount due to Trustee, amount due to 
stockbrokers, other payables and accruals as other financial liabilities. 
 
Recognition and measurement 
 
Regular purchases and sales of financial assets are recognised on the trade-date – the 
date on which the Fund commits to purchase or sell the asset. Investments are initially 
recognised at fair value. Transaction costs are expensed in the profit or loss. 
 
Financial liabilities, within the scope of MFRS 139, are recognised in the statement of 
financial position when, and only when, the Fund becomes a party to the contractual 
provisions of the financial instrument. 
 
Financial assets are derecognised when the rights to receive cash flows from the 
investments have expired or have been transferred and the Fund has transferred 
substantially all risks and rewards of ownership. 
 
Financial liabilities are derecognised when it is extinguished, i.e. when the obligation 
specified in the contract is discharged or cancelled or expires.  
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

(b) Financial assets and financial liabilities (continued) 
 
Recognition and measurement (continued) 
 
Unrealised gains or losses arising from changes in the fair value of the financial assets at 
fair value through profit or loss are presented in the statement of comprehensive income 
within net gain or loss on financial assets at fair value through profit or loss in the period 
which they arise.  
 
Dividend income from financial assets at fair value through profit or loss is recognised in 
the statement of comprehensive income as part of gross dividend income when the 
Fund’s right to receive payments is established. 
 
Foreign quoted investments are valued at the bid prices quoted on the respective foreign 
stock exchanges at the close of the business day of the respective foreign stock 
exchanges. 
 
If a valuation based on the market price does not represent the fair value of the securities, 
for example during abnormal market conditions or when no market price is available, 
including in the event of a suspension in the quotation of the securities for a period 
exceeding 14 days, or such shorter period as agreed by the Trustee, then the securities 
are valued as determined in good faith by the Manager, based on the methods or bases 
approved by the Trustee after appropriate technical consultation. 
 
Loans and receivables and other financial liabilities are subsequently carried at amortised 
cost using the effective interest method. 
 
For assets carried at amortised cost, the Fund assesses at the end of the reporting period 
whether there is objective evidence that a financial asset or group of financial assets is 
impaired. A financial asset or a group of financial assets is impaired and impairment 
losses are incurred only if there is objective evidence of impairment as a result of one or 
more events that occurred after the initial recognition of the asset (a ‘loss event’) and that 
loss event (or events) has an impact on the estimated future cash flows of the financial 
asset or group of financial assets that can be reliably estimated. 
 
The amount of the loss is measured as the difference between the asset’s carrying 
amount and the present value of estimated future cash flows (excluding future credit 
losses that have not been incurred) discounted at the financial asset’s original effective 
interest rate. The asset’s carrying amount of the asset is reduced and the amount of the 
loss is recognised in profit or loss. If ‘loans and receivables’ or a ‘held-to-maturity 
investment’ has a variable profit rate, the discount rate for measuring any impairment loss 
is the current effective profit rate determined under the contract.  
 
As a practical expedient, the Fund may measure impairment on the basis of an 
instrument’s fair value using an observable market price. 
 
If, in a subsequent year, the amount of the impairment loss decreases and the decrease 
can be related objectively to an event occurring after the impairment was recognised 
(such as an improvement in the debtor’s credit rating), the reversal of the previously 
recognised impairment loss is recognised in statement of comprehensive income. 
 
When an asset is uncollectible, it is written off against the related allowance account. 
Such assets are written off after all the necessary procedures have been completed and 
the amount of the loss has been determined. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
(c) Income recognition 

 
Dividend income is recognised on the ex-dividend date. 
 
Realised gain or loss on sale of investments is accounted for as the difference between 
net disposal proceeds and the carrying amount of investments, determined on a weighted 
average cost basis. 

 
(d) Foreign currency 
 
 Functional and presentation currency 
 
 Items included in the financial statements of the Fund are measured using the currency of 

the primary economic environment in which the Fund operates (the “functional currency”). 
The financial statements are presented in Ringgit Malaysia, which is the Fund’s functional 
and presentation currency. 

 
 Transactions and balances 
 
 Foreign currency transactions are translated into the functional currency using the 

exchange rates prevailing at the dates of the transactions or valuation where items are 
remeasured. Foreign exchange gains and losses resulting from the settlement of such 
transactions and from the translation at period-end exchange rates of monetary assets 
and liabilities denominated in foreign currencies are recognised in profit or loss, except 
when deferred in other comprehensive income as qualifying cash flow hedges. 

 
(e) Creation and cancellation of units 
 
 The Fund issues cancellable units, which are cancelled upon accepted redemption 

applications submitted by Participating Dealer to the Manager in accordance with the 
terms of a Participating Dealer Agreement and the Deed, and are classified as equity. 
Cancellable units can be put back to the Fund at any Dealing Day for cash equal to a 
proportionate share of the Fund’s net asset value (“NAV”). The outstanding units are 
carried at the redemption amount that is payable at the statement of financial position if 
the unit holder exercises the right to put back the unit to the Fund. 

 
 Units are created and cancelled at the Participating Dealer’s option at prices based on the 

Fund’s NAV per unit at the time of creation or cancellation. The Fund’s NAV per unit is 
calculated by dividing the net assets attributable to unit holders with the total number of 
outstanding units.  
 

(f) Cash and cash equivalents 
 

For the purpose of statement of cash flows, cash and cash equivalents comprise bank 
balances and deposits held in highly liquid investments that are readily convertible to 
known amounts of cash and which are subject to an insignificant risk of changes in value. 

 
(g) Taxation 
 
 Current tax expense is determined according to Malaysian tax laws at the current rate 

based upon the taxable profit earned during the financial year.  
 
 Tax on dividend income from foreign quoted securities is based on the tax regime of the 

respective countries that the Fund invests in. 
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2.         SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
(h) Transaction costs  
 
 Transaction costs are costs incurred to acquire or dispose financial assets or liabilities at 

fair value through profit or loss. They include fees and commissions paid to agents, 
advisors, brokers and dealers. Transaction costs, when incurred, are immediately 
recognised in the statement of comprehensive income as expenses. 

 
(i) Amount due from/to stockbrokers  
 
 Amounts due from/to brokers represent receivables for securities sold and payables for 

securities purchased that have been contracted for but not yet settled or delivered on the 
statement of financial position date respectively. 

 
 These amounts are recognised initially at fair value and subsequently measured at 

amortised cost using the effective interest method, less provision for impairment for 
amounts due from brokers. A provision for impairment of amounts due from brokers is 
established when there is objective evidence that the Fund will not be able to collect all 
amounts due from the relevant broker. Significant financial difficulties of the broker, 
probability that the broker will enter bankruptcy or financial reorganisation, and default in 
payments are considered indicators that the amount due from brokers is impaired. Once a 
financial asset or a group of similar financial assets has been written down as a result of 
an impairment loss, interest income is recognised using the interest rate used to discount 
the future cash flows for the purpose of measuring the impairment loss. 

 
 The effective interest method is a method of calculating the amortised cost of a financial 

asset or financial liability and of allocating the interest income or interest expense over the 
relevant period. The effective interest rate is the rate that exactly discounts estimated 
future cash payments or receipts throughout the expected life of the financial instrument, 
or, when appropriate, a shorter period, to the net carrying amount of the financial asset or 
financial liability. When calculating the effective interest rate, the Fund estimates cash 
flows considering all contractual terms of the financial instrument but does not consider 
future credit losses. The calculation includes all fees and points paid or received between 
parties to the contract that are an integral part of the effective interest rate, transaction 
costs and all other premiums or discounts. 

 
(j) Unit holders’ capital 
 
 The unit holders’ contributions to the Fund meet the definition of puttable instruments 

classified as equity instruments under the MFRS 132 “Financial Instruments: 
Presentation”. 

 
 The units in the Fund are puttable instruments which entitle the unit holders to a pro-rata 

share of the net asset of the Fund.  The units are subordinated and have identical 
features.  There is no contractual obligation to deliver cash or another financial asset 
other than the obligation on the Fund to repurchase the units.  The total expected cash 
flows from the units in the Fund over the life of the units are based on the change in the 
net asset of the Fund. 

 
(k) Segmental information 
 
 A business segment is a group of assets and operations engaged in providing products or 

services that are subject to risks and returns that are different from those of other 
business segments. A geographical segment is engaged in providing products or services 
within a particular economic environment that are subject to risks and returns that are 
different from those of segments operating in other economic environments. 

 
  



CIMB FTSE CHINA 25  

18  
 

 
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 

(k) Segmental information (continued) 
 
 Operating segments are reported in a manner consistent with the internal reporting used 

by the chief operating decision-maker. The chief operating decision-maker, who is 
responsible for allocating resources and assessing performance of the operating 
segments, has been identified as the Investment Committee of the Fund’s Manager that 
undertakes strategic decisions for the Fund. 

 
(l) Fair value of financial instruments  
 
 Financial instruments comprise financial assets and financial liabilities. Fair value is the 

amount at which a financial asset could be exchanged or a financial liability settled, 
between knowledgeable and willing parties in an arm’s length transaction. The 
information presented herein represents the estimates of fair values as at the date of the 
statement of financial position. 

 
 Financial instruments of the Fund are as follows: 
 

 Financial assets   

 
at fair value  

through 
 

Loans and 
 

 profit or loss receivables Total 

 RM RM RM 
As at 31.12.2013    
Financial assets at fair    

  value through profit or 9,832,670 - 9,832,670 
  loss (Note 8)    
Cash and cash    

equivalents (Note 9) - 89,984 89,984 

 ────────── ────────── ───────── 

 9,832,670 89,984 9,922,654 
 ══════════ ══════════ ═════════ 

 
 Financial assets   

 
at fair value 

through 
 

Loans and 
 

 profit or loss receivables Total 

 RM RM RM 
As at 31.12.2012    
Financial assets at fair    

  value through profit or    
  loss (Note 8) 28,096,931 - 28,096,931 
Cash and cash    
  equivalents (Note 9) - 58,139 58,139 

 ────────── ────────── ───────── 

 28,096,931 58,139 28,155,070 
 ══════════ ══════════ ═════════ 

 
All current liabilities are financial liabilities which are carried at amortised cost. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
(m) Realised and unrealised portions of net income after tax 
 

The analysis of realised and unrealised net income after tax as presented on the 
statement of comprehensive income is prepared in accordance with Securities 
Commission Guidelines on Exchange Traded Funds.  
 

(n) Critical accounting estimates and judgments in applying accounting policies  
 

The Fund makes estimates and assumptions concerning the future. The resulting 
accounting estimates will, by definition, rarely equal the related actual results. To enhance 
the information content of the estimates, certain key variables that are anticipated to have 
material impact to the Funds’ results and financial position are tested for sensitivity to 
changes in the underlying parameters. 
 

 Estimates and judgments are continually evaluated by the Manager and are based on 
historical experience and other factors, including expectations of future events that are 
believed to be reasonable under the circumstances. 

 
 In undertaking any of the Fund’s investment, the Manager will ensure that all assets of the 

Fund under management will be valued appropriately, that is at fair value and in 
compliance with the Securities Commission Guidelines on Exchange-Traded Funds. 

 
 
3. RISK MANAGEMENT OBJECTIVES AND POLICIES 
 
 The investment objective of the Fund is to provide investment results that, before expenses, 

closely correspond to the performance of the FTSE China 25 Index, regardless of its 
performance. Therefore, the Manager adopts a passive strategy in the management of the Fund. 

 
 The Fund is exposed to a variety of risks which include market risk (inclusive of price risk, 

interest rate risk and currency risk), credit risk, liquidity risk, country risk, passive investment, 
tracking error risk, non-compliance risk and capital risk. 
 
Financial risk management is carried out through internal control process adopted by the 
Manager and adherence to the investment restrictions as stipulated in the prospectus and the SC 
Guidelines on Exchange Traded Fund. 

 
(a) Market risk 

 
(i) Price risk 

 
Price risk is the risk that the fair value of investment in quoted securities will 
fluctuate because of changes in market prices (other than those arising from 
currency risk). The value of quoted securities may fluctuate according to the 
activities of individual companies, sector and overall political and economic 
conditions. Such fluctuation may cause the Fund's net asset value and prices of 
units to fall as well as rise, and income produced by the Fund may also fluctuate. 

 
The very nature of an Exchange-Traded fund, however, helps mitigate this risk 
because a fund would generally hold a well-diversified portfolio of securities from 
different market sectors so that the collapse of any one security or any one market 
sector would not impact too greatly on the value of the fund. 
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3. RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED) 

 
(a) Market risk (continued) 

 
(i)     Price risk (continued) 

 
The Fund’s overall exposure to price risk was as follows: 
 

 
 
 
 
 

The table below summarises the sensitivity of the Fund’s net asset value and profit 
after tax to movements in prices of FTSE China 25 Index (the “Benchmark Index”). 
 
The analysis is based on the assumptions that the Benchmark Index fluctuates by 
19.99% (31.12.2012: 31.58%) which is the standard deviation of the daily 
fluctuation of the Benchmark Index, with all other variables held constant, and that 
the fair value of the investments moved in the same quantum with the fluctuation in 
the Benchmark Index.  
 
This represents management’s best estimate of a reasonable possible shift in the 
fair value through profit and loss, having regard to the historical volatility of the 
prices.  
 
The Benchmark Index is used as the Fund is designed to provide investment 
results that closely correspond to the performance of the Benchmark Index. 
 
 

 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 

 31.12.2013 31.12.2012 

 RM RM 

Quoted securities designated at  fair value  
through profit or loss               9,832,670 

         
28,096,931 

% Change in underlying 
index 

Market value 
 

 Change in net asset  
value/profit after tax 

 

31.12.2013  RM  RM 

19.99%  11,798,221        1,965,551 

0.00%  9,832,670           - 

-19.99%  7,867,119        (1,965,551) 

     

31.12.2012     

31.58%  36,969,942  8,873,011 

0.00%  28,096,931  - 

-31.58%  19,223,920  (8,873,011) 
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3. RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED) 

 
(a) Market risk (continued) 

 
 (ii) Currency risk 

 
The Fund’s investments are denominated in foreign currencies. Foreign currency 
risk is the risk that the value of financial instruments will fluctuate due to changes 
in foreign exchange rates. The Manager will evaluate the likely directions of a 
foreign currency versus Ringgit Malaysia based on considerations of economic 
fundamentals such as interest rate differentials, balance of payments position, 
debt levels, and technical chart considerations. 
 
The following table sets out the foreign currency risk concentrations arising from 
the denomination of the Fund’s financial instruments in foreign currency of the 
Fund. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
The table below summarises the sensitivity of the Fund's investments, and cash 
and cash equivalents fair value to changes in foreign exchange movements for the 
Fund. The analysis is based on the assumption that the foreign exchange rate 
fluctuates by 6.13% (31.12.2012: 7.49%), which is the standard deviation of the 
daily fluctuation of the exchange rate of HKD against MYR, with all other variables 
remain constants. This represents management's best estimate of a reasonable 
possible shift in the foreign exchange rate, having regard to historical volatility of 
this rate. Any fluctuation in foreign exchange rate will result in a corresponding 
increase/decrease in the net assets attributable to unit holders by approximately 
6.13% (31.12.2012: 7.49%) 
 
Disclosures below are shown in absolute terms, changes and impacts could be 
positive or negative. 

 

 Change in foreign 
exchange rate 

Impact on net 
asset value / 

profit before tax  

 % RM 

31.12.2013   
HKD 6.13 606,916 
 ═════════ ═════════ 

 

 % RM 

31.12.2012   

HKD 7.49 2,108,507 

 ═════════ ═════════ 

 
 

 

Financial 
assets at fair 

value through 
profit or loss 

 
Cash and cash 

equivalents  

 
 
 

Total 
 RM RM RM 

31.12.2013    

HKD 9,832,670 68,076 9,900,746 

 ══════════ ══════════ ══════════ 

31.12.2012    

HKD 28,096,931 54,035 28,150,966 

 ══════════ ══════════ ══════════ 
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3. RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED) 
 

(b) Credit risk 
 

Credit risk refers to the risk that a counterparty will default on its contractual obligation 
resulting in financial loss to the Fund. 
 
The credit risk arising from cash and cash equivalents is managed by ensuring that the 
Fund will only place deposits in reputable licensed financial institutions. The settlement 
terms of the proceeds from the creation of units receivable from the Manager are 
governed by the SC Guidelines on Exchange-Traded Funds. 
 
The following table sets out the credit risk concentration of the Fund: 
 
 
 
 
 
 
 
 
 
 
All financial assets of the Fund are neither past due nor impaired. At the end of each 
reporting period, all cash and cash equivalents are placed with Deutsche Bank. 

 
 
(c)  Liquidity risk   
 

Liquidity risk can be defined as the ease with which a security can be sold at or near its 
fair value depending on the volume traded in the market. If a security encounters a 
liquidity crunch, the security may need to be sold at a discount to the market fair value of 
the security. This in turn would depress the NAV and/or growth of the Fund. Generally, all 
investments are subject to a certain degree of liquidity risk depending on the nature of the 
investment instruments, market, sector and other factors. For the purpose of the Fund, 
the Fund Manager will attempt to balance the entire portfolio by investing in a mix of 
assets with satisfactory trading volume and those that occasionally could encounter poor 
liquidity. This is expected to reduce the risks for the entire portfolio without limiting the 
Fund’s growth potentials. 
 
The Manager manages this risk by maintaining sufficient level of liquid assets to meet 
anticipated payments and cancellations of the units by unit holders. Liquid assets 
comprise bank balance, deposits with licensed financial institutions and other instruments, 
which are capable of being converted into cash within 7 business days. The Fund has a 
policy of maintaining a minimum level of 2% of liquid assets at all times to reduce the 
liquidity risk. 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

 
Cash and cash 

equivalents  

 
Cash and cash 

equivalents  
  31.12.2013         31.12.2012 
  RM RM 

Finance    

-AA1  89,984 58,139 

  ══════════ ══════════ 
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3. RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED) 

 
(c)  Liquidity risk (continued) 

 
The table below summarises the Fund’s financial liabilities into relevant maturity 
groupings based on the remaining period as at the end of the reporting period to the 
contractual maturity date. The amounts in the table are the contractual undiscounted cash 
flows. 
        Between 
 Less than 1 month to   
 1 month   1 year Total 
 RM  RM        RM 
As at 31.12.2013 
Accrued management fee                                 6,677 - 6,677 
Amount due to trustee                                       1,118 - 1,118 
Other payables and accruals - 46,609 46,609 
 ─────── ─────── ─────── 
Contractual cash out flows 7,795 46,609 54,404 
 ═══════ ═══════ ═══════ 
 
As at 31.12.2012 
Accrued management fee 24,423 - 24,423 
Amount due to trustee 1,860 - 1,860 
Other payables and accruals - 26,528 26,528 
 ─────── ─────── ─────── 
Contractual cash out flows 26,283 26,528 52,811 
 ═══════ ═══════ ═══════ 

 
(d) Passive Investment 

 
The Fund is not actively managed. Accordingly, the Fund may be affected by a decline in 
the Benchmark Index. The Fund invests in the Index Securities included in the 
Benchmark Index. The Manager does not attempt to select stocks individually or to take 
defensive positions in declining markets. 
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3. RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED) 

 
(e) Tracking error risk 
 
 Changes in the NAV of the Fund are unlikely to replicate the exact changes in the 

Benchmark Index. This is due to, among other things, the fees and expenses payable by 
the Fund and transaction fees and stamp duty incurred in adjusting the composition of the 
Fund’s portfolio because of changes in the Benchmark Index and dividends received, but 
not distributed, by the Fund. In addition, as a result of the unavailability of Index 
Securities, the Transaction Costs in making an adjustment outweighing the anticipated 
benefits of such adjustment or for certain other reasons, there may be timing differences 
between changes in the Benchmark Index and the corresponding adjustment to the 
shares which comprise the Fund’s portfolio. 

 
 During times when Index Securities are unavailable, illiquid or when the Manager 

determines it is in the best interests of the Fund to do so, the Fund may maintain a small 
cash position or invest in other Authorised Securities until Index Securities become 
available or liquid. Such costs, expenses, cash balances, timing differences or holdings 
could cause the NAV of the Fund to be lower or higher than the relative level of the 
Benchmark Index. Regulatory policies may affect the Manager’s ability to achieve close 
correlation with the performance of the Benchmark Index. However, it is the aim of the 
Manager to minimise the tracking error between the Fund and the Benchmark Index. 
 

(f) Non-compliance risk 
 
 Non-compliance risk arises when the Manager and others associated with the Fund do 

not follow the rules set out in the Fund’s constitution, or the law that govern the Fund, or 
act fraudulently or dishonestly. It also includes the risk of the Manager not complying with 
internal control procedures. 

 
 The non-compliance may expose the Fund to higher risks which may result in a fall in the 

value of the Fund which in turn may affect its investment goals. However, the risk can be 
mitigated by the internal controls and compliance monitoring undertaken by the Manager. 

 
(g) Capital risk management 

 
The capital of the Fund is represented by equity consisting of unit holders’ capital and 
retained earnings. The amount of equity can change significantly on a daily basis as the 
Fund is subject to daily subscriptions and redemptions at the discretion of unit holders. 
The Manager will provide In-Kind Creation Basket which comprises a portfolio of the 
Benchmark Index shares in substantially the same composition and weighting as the 
Benchmark Index and cash component to be delivered by the Participating Dealer in the 
case of creations and to be transferred to the Participating Dealer in the case of 
cancellations. The Fund maintains sufficient quantity of shares and cash in proportion to 
the In-Kind Basket. 
 
The Fund’s objective when managing capital is to safeguard the Fund’s ability to continue 
as a going concern in order to provide returns for unit holders’ and benefits for other 
stakeholders and to maintain a strong capital base to support the development of the 
investment activities of the Fund. 
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3. RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED) 

 
(h) Fair value estimation 

 
The fair value of financial assets and liabilities traded in active market (such as publicly 
traded derivatives and trading securities) are based on quoted market prices at the close 
of trading on the year end date. The quoted market price used for financial assets by the 
Fund is the current bid price; the appropriate quoted market price for financial liabilities is 
the current asking price. 
 
A financial instrument is regarded as quoted in an active market if quoted prices are 
readily and regularly available from an exchange, dealer, broker, industry group, pricing 
service, or regulatory agency, and those prices represent actual and regularly occurring 
market transactions on an arm’s length basis. 
 
The fair value of financial assets and liabilities that are not traded in an active market is 
determined by using valuation techniques. The Fund uses a variety of methods and 
makes assumptions that are based on market conditions existing at each period end date. 
Valuation techniques used for non-standardised financial instruments such as options, 
currency swaps and other over-the-counter derivatives, include the use of comparable 
recent arm’s length transactions, reference to other instruments that are substantially the 
same, discounted cash flow analysis, option pricing models and other valuation 
techniques commonly used by market participants making the maximum use of market 
inputs and relying as little as possible on entity-specific inputs. 
 
For instruments for which there is no active market, the Fund may use internally 
developed models, which are usually based on valuation methods and techniques 
generally recognised as standard within the industry. Valuation models are used primarily 
to value unlisted equity, debt securities and other debt instruments for which market were 
or have been inactive during the financial period. Some of the inputs to these models may 
not be market observable and are therefore estimated based on assumptions. 
 
The output of a model is always an estimate or approximation of a value that cannot be 
determined with certainty, and valuation techniques employed may not fully reflect all 
factors relevant to the positions the Fund holds. Valuations are therefore adjusted, where 
appropriate, to allow for additional factors including model risk, liquidity risk and 
counterparty risk. 
 
The fair value are based on the following methodology and assumptions: 
 
(i) Bank balance and deposits and placements with financial institutions with 

maturities less than 1 year, the carrying value is a reasonable estimate of fair 
value. 

(ii) The carrying value less impairment provision of receivables and payables are 
assumed to approximate their fair values. The carrying value of the financial 
assets and financial liabilities approximate their fair value due to their short term 
nature. 
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3. RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED) 

 
(h) Fair value estimation (continued) 

 
Fair value hierarchy 
 
The table below analyses financial instruments carried at fair value, by valuation method. 
The different levels have been defined as follows: 
 
• Quoted prices (unadjusted) in active market for identical assets or liabilities (Level 

1) 

• Inputs other than quoted prices included within Level 1 that are observable for the 

asset or liability, either directly (that is, as prices) or indirectly (that is, derived from 

prices) (Level 2) 

• Inputs for the asset and liability that are not based on observable market data (that 

is, unobservable inputs) (Level 3) 

The level in the fair value hierarchy within which the fair value measurement is 
categorized in its entirety is determined on the basis of the lowest level input that is 
significant to the fair value measurement in its entirety. For this purpose, the significance 
of an input is assessed against the fair value measurement in its entirety. If a fair value 
measurement uses observable inputs that require significant adjustment based on 
unobservable inputs, that measurement is a Level 3 measurement.  
 
Assessing the significance of a particular input to the fair value measurement in its 
entirety requires judgment, considering factors specific to the asset or liability. 
 
The determination of what constitutes ‘observable’ requires significant judgment by the 
Fund. The Fund considers observable data to be that market data that is readily available, 
regularly distributed or updated, reliable and verifiable, not proprietary, and provided by 
independent sources that are actively involved in the relevant market . 

 
 
 
 
 
 
 
 
 

 

 
 
 
 
 
 
 
 

 
Investments whose values are based on quoted market prices in active markets, and are 
therefore classified within Level 1, include active listed equities. The Fund does not adjust 
the quoted prices for these instruments. The Fund’s policies on valuation of these 
financial assets are stated in Note 2(b). 

 
 

31.12.2013 Level 1  Level 2  Level 3  Total 

 RM  RM  RM  RM 

Financial assets at fair  
  value through  
  profit or loss: 

       

  - Quoted securities 9,832,670  -  -  9,832,670 

31.12.2012 Level 1  Level 2  Level 3  Total 

 RM  RM  RM  RM 

Financial assets at fair  
  value through  
  profit or loss: 

       

  - Quoted securities 28,096,931  -  -  28,096,931 
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4. MANAGEMENT FEE 
 

In accordance with Clause 15.1 of the Deed, the Manager is entitled to a fee of up to 3.00% per 
annum calculated and accrued daily based on the net asset value of the Fund. 
 
For the financial period ended 31 December 2013, the management fee is recognised at a rate of 
0.60% per annum (31.12.2012: 0.60% per annum). 

 
 There will be no further liability to the Manager, other than amounts recognised above.  
 
 
5. TRUSTEE AND CUSTODIAN FEE 
 

In accordance with Clause 15.2 of the Deed, the Trustee is entitled to a fee not exceeding 0.20% 
per annum, calculated based on the net asset value of the Fund, subject to a minimum fee of 
RM18,000 per annum, excluding foreign sub-custodian fees and charges. 
 
For the financial period ended 31 December 2013, the trustee and custodian fee is recognised at a 
rate of 0.08% per annum (31.12.2012: 0.08% per annum).  
 
There will be no further liability to the Trustee in respect of trustee and custodian fee other than 
the amounts recognised above. 

 
 
6. LICENSE FEE 

 
License fee is payable to FTSE International Limited, the Underlying Index provider. 
 
For the financial period ended 31 December 2013, the License fee is recognised at a rate of 0.04% 
per annum (31.12.2012: 0.04% per annum) of the net asset value of the Fund, calculated on daily 
basis.  

 
There will be no further liability to the FTSE International Limited in respect of license fee other 
than the amounts recognised above. 

 
 
7. TAXATION 
 

 
01.10.2013  

to 
 31.12.2013 

 01.10.2012  
to  

31.12.2012 

Tax charge for the financial period: RM  RM 

Current taxation - foreign -  781 
Over provision  (914)  - 

 (914)  781 

 
The numerical reconciliation between profit before taxation multiplied by the Malaysian statutory 
tax rate and tax expense of the Fund is as follows: 
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7. TAXATION (CONTINUED) 

  

 

01.10.2013  
to 

 31.12.2013 

 01.10.2012  
to  

31.12.2012 

 RM  RM 
    

Profit before taxation 1,393,302  2,978,657 
    
Taxation at Malaysian statutory rate of 25%   
  (31.12.2012: 25%) 348,326 

 
744,664 

Tax effects of:    

Expenses not deductible for tax purposes 19,651  12,216 

Effect of foreign tax on foreign taxable income (1,089)  - 

Net gain on foreign exchange currency subject to tax -  3,479 
Net realised loss on sale of investments not subject 

to tax (379,313) 
 

(767,726) 
Restriction on tax deductible expenses for exchange  
  traded funds 11,511 

 
8,148 

Taxation (914)  781 

 
 
8. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS   
 

 31.12.2013  31.12.2012 

 RM  RM 

Designated at fair value through profit or loss     

- Quoted investments 9,832,670  28,096,931 

    

 

01.10.2013  
to 

 31.12.2013 

 01.10.2012  
to  

31.12.2012 

 RM  RM 

Net gain on financial assets at fair value     

   through profit or loss    

-  Realised gain/(loss) on disposals 1,721,162  (37,427) 

-  Change in unrealised fair value gain 99,937  3,108,331 

 1,821,099  3,070,904 
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8. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS (CONTINUED) 
 
    Percentage 

  Aggregate Market of net asset 

 Quantity cost value value 

31.12.2013 units RM RM % 

     
Quoted Securities – Foreign       
     

Consumer     

Great Wall Motor Company Ltd        13,500  233,670  244,120 2.47 

     

Energy     

China Petroleum & Chemical  
  Corporation          148,500  

             
347,695  397,152 4.02 

China Shenhua Energy Company   
  Limited         39,000        444,394  402,875 4.08 

CNOOC Limited     63,000         385,919  383,824 3.89 

Petrochina Company Limited       108,000        408,856  387,855 3.93 

 358,500 1,586,864 1,571,706 15.92 

     

Finance     

Agricultural Bank of China Limited   247,700   350,009  398,729 4.04 
Bank of China Limited      396,000        536,360  597,297 6.05 
Bank of Communications 
  Company Limited        99,000        238,573  228,796 2.32 
China Citic Bank Corporation 
  Limited        93,000        159,074  165,421 1.68 
China Construction Bank 
  Corporation Limited       393,000        948,380  971,349 9.84 
China Life Insurance Corporation        37,500         360,995  384,211 3.89 
China Merchants Bank Company  
  Limited         57,000        359,318  397,843 4.03 
China Minsheng Banking  
  Corporation Limited        61,500         185,482  223,720 2.27 
China Overseas Land & 
Investment Limited         41,000         344,894  377,630 3.83 
China Pacific Insurance Group  
  Company Limited        28,400         304,772  364,770 3.70 
Citic Pacific 10,500 73,007 93,827 0.95 
Industrial and Commercial Bank  
  of China           308,000  

             
647,524  681,881 6.91 

People’s Insurance Company 
(Group) of China Ltd           46,500  

               
72,838  73,673 0.75 

PICC Property and Casualty 
Company Ltd            36,540  

             
148,901  177,539 1.80 

Ping An Insurance Group  
  Company            12,000  

             
308,345  352,111 3.57 

 1,867,640 5,038,472 5,488,797   55.63 
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8. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS (CONTINUED) 
 

    Percentage 

  Aggregate Market of net asset 

 Quantity cost value value 

31.12.2013 units RM RM % 

     

Quoted Securities – Foreign 
  (continued) 

    

     

Industrials Products     
Anhui Conch Cement Company   

Limited 15,000   153,213  182,203 1.85 

     

Information Technology     

Tencent Holdings Limited           4,650        599,550  971,704 9.85 

     

Telecommunications     

China Mobile Limited         22,500         753,656  764,303 7.74 
China Telecom Corporation  
   Limited      202,500         340,323  335,381 3.40 

China Unicom Holding Limited         56,000         270,397  274,456 2.78 

 281,000 1,364,376 1,374,140 13.92 

     
TOTAL QUOTED  
  INVESTMENTS 2,540,290 8,976,145 9,832,670 99.64 

     

UNREALISED LOSS ON 
  FINANCIAL ASSET AT  
  FAIR VALUE THROUGH   
  PROFIT OR LOSS 490,269 

  

EFFECT OF UNREALISED  
FOREIGN EXCHANGE 
DIFFERENCES 366,256 

  

TOTAL FINANCIAL  
  ASSETS AT FAIR VALUE  
  THROUGH PROFIT OR  
  LOSS 9,832,670 
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8. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS (CONTINUED) 
 
    Percentage 

  Aggregate Market of net asset 

 Quantity cost value value 

31.12.2012 units RM RM % 

     
Quoted Securities – Foreign       
     

Energy     

China Coal Energy Corporation 
Ltd 157,500 555,421 523,166 1.86 
China Petroleum & Chemical  
  Corporation 319,500 906,991 1,106,655 3.94 
China Shenhua Energy Company   
  Limited 85,500 1,043,204 1,145,125 4.08 

CNOOC Limited 288,000 1,747,737 1,906,477 6.78 

Petrochina Company Limited 256,500 1,003,718 1,111,058 3.95 
Yanzhou Coal Mining Corporation 
Ltd 72,000 508,512 364,139 1.30 

 1,179,000 5,765,583 6,156,620 21.91 

     

Finance     

Agricultural Bank of China Limited 756,000 1,046,288 1,142,267 4.07 
Bank of China Limited 1,233,000 1,620,215 1,683,008 5.99 
Bank of Communications 
  Company Limited 387,000 967,068 891,602 3.17 
China Citic Bank Corporation 
  Limited 418,500 728,744 759,452 2.70 
China Construction Bank 
  Corporation Limited 1,012,500 2,400,448 2,484,462 8.84 
China Life Insurance Corporation 117,000 1,219,091 1,167,759 4.16 
China Merchants Bank Company  
  Limited 144,000 927,600 971,417 3.46 
China Minsheng Banking  
  Corporation Limited 220,500 588,000 779,406 2.77 
China Overseas Land & 
Investment Limited 121,500 950,889 1,107,223 3.94 
China Pacific Insurance Group  
  Company Limited 103,500 1,079,242 1,169,801 4.16 
Citic Securities Corporation Ltd 22,500 152,865 173,975 0.62 
Industrial and Commercial Bank  
  of China  1,021,500 2,110,203 2,216,400 7.89 
PICC Property and Casualty 
Company Ltd 135,000 562,824 578,377 2.06 
Ping An Insurance Group  
  Company 45,000 1,190,696 1,152,137 4.10 

 5737,500 15,544,173 16,277,286 57.93 
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8. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS (CONTINUED) 
 

    Percentage 

  Aggregate Market of net asset 

 Quantity cost value value 

31.12.2012 units RM RM % 

     

Quoted Securities – Foreign 
  (continued) 

    

     

Industrials Products     
Anhui Conch Cement Company   

Limited 49,500 495,713 550,683 1.96 
Zijin Mining Group Corporation 

Limited 229,600 315,041 276,260 0.98 

 279,100 810,754 826,943 2.94 

     

Telecommunications     

China Mobile Limited 76,500 2,538,177 2,723,677 9.69 
China Telecom Corporation  
    Limited 594,000 1,009,973 1,009,975 3.59 

China Unicom Holding Limited 225,000 1,092,824 1,102,430 3.92 

 895,500 4,640,974 4,836,082 17.20 

     
TOTAL QUOTED  
  INVESTMENTS 8,091,100 26,761,484 28,096,931 99.98 

     

UNREALISED LOSS ON 
  FINANCIAL ASSET AT  
  FAIR VALUE THROUGH   
  PROFIT OR LOSS 1,644,178 

  

EFFECT OF UNREALISED  
FOREIGN EXCHANGE 
DIFFERENCES (308,731) 

  

TOTAL FINANCIAL  
  ASSETS AT FAIR VALUE  
  THROUGH PROFIT OR  
  LOSS 28,096,931 

  

 
 
9. CASH AND CASH EQUIVALENTS 
 

 31.12.2013  31.12.2012 

 RM  RM 

    

Bank balance 89,984  58,139 

 
 The currency profile of cash and cash equivalents is as follows: 
 

 31.12.2013  31.12.2012 

 RM  RM 

    

- RM 21,908  4,104 

- HKD 68,076  54,035 

 89,984  58,139 
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10. OTHER PAYABLES AND ACCRUALS 
 

 31.12.2013  31.12.2012 

 RM  RM 

    

Provision for audit fee 12,602  7,102 

Provision for tax agent fee 16,613  3,213 

Other accruals 17,394  16,213 

 46,609  26,528 

 
 
11. NUMBER OF UNITS IN CIRCULATION AND NET ASSETS ATTRIBUTABLE TO UNIT 

HOLDERS 
 
Net Asset Value (NAV) attributable to unit holders are represented by: 

 

 Note 31.12.2013  31.12.2012 

  RM  RM 

Unit holders’ contribution  6,439,550  27,035,385 

Retained earnings  3,428,700  1,066,874 

 (a) 9,868,250  28,102,259 

 
 
(a) UNIT HOLDERS’ CONTRIBUTION/ UNIT IN CIRCULATION 

 

 31.12.2013  31.12.2012 

 No of units RM  No of units RM 
At the beginning of the 
  financial period 37,050,000 36,477,854  17,550,000 14,838,913 
Add: Creations arising 
  from application during the  
  financial period - -  11,700,000 10,285,470 
Less: Cancellation of units  
  during the financial period (27,300,000) (28,003,820)  - - 
Total comprehensive income 
  income for the financial  
  period - 1,394,216  - 2,977,876 
At end of the financial 
  period 9,750,000 9,868,250  29,250,000 28,102,259 

      

Approved size of the Fund 500,000,000   500,000,000  

 
In accordance with the Deed, the Manager may increase the size of the Fund from time to time 
with the approval of the Trustee and the Securities Commission. The maximum number of units 
that can be issued out for circulation of the Fund is 500,000,000. As at 31 December 2013, the 
number of units not yet issued is 490,250,000 (31.12.2012: 470,750,000). 

 
 The Manager, CIMB-Principal Asset Management Berhad, did not hold any units in the Fund as 

at 31 December 2013.  
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12. MANAGEMENT EXPENSE RATIO (“MER”) 
 
                                                                                                                 01.10.2013         01.10.2012 
  to 31.12.2013    to 31.12.2012  
   

MER 0.24 0.33 
  ══════════ ══════════ 

 
MER is derived based on the following calculation: 
 
MER = (A + B + C + D  ) x 100 
   E 
A = Trustee and custodian fee 
B = Audit fee 
C = Tax agent fee 
D = Other expenses 
E = Average net asset value of the Fund calculation on a daily basis 
 
The average net asset value of the Fund for the financial period calculated on daily basis is RM 
27,784,158 (31.12.2012: RM 24,566,421) 

 
 
13. PORTFOLIO TURNOVER RATIO (“PTR”) 
 
                                                                                                                  01.10.2013          01.10.2012 
  to 31.12.2013 to 31.12.2012 

   
 PTR (times) 
  0.53 0.26 
  ══════════ ══════════ 

 
 
PTR is derived from the following calculation: 
 
(Total acquisition for the financial period + total disposal for the financial period) ÷ 2         .           
Average net asset value of the Fund for the financial period calculated on a daily basis 
 
where: 
total acquisition for the financial period = RM660,040 (31.12.2012: RM 11,395,981) 
total disposal for the financial period = RM28,701,995 (31.12.2012: RM 1,146,930)  
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14. UNITS HELD BY THE MANAGER AND RELATED PARTIES TRANSACTIONS AND  
            BALANCES 
 

The related parties and their relationship with the Fund are as follows: 
 
Related parties Relationship 
 
CIMB-Principal Asset Management Berhad The Manager 
 
CIMB-Principal Asset Management (S) Pte. Ltd. Investment Adviser of the Fund 
 
CIMB Group Sdn Bhd Holding company of the Manager 
 
CIMB Group Holdings Berhad (“CIMB”) Ultimate holding company of the Manager 
   
Subsidiaries and associates of Subsidiary and associated companies 
  CIMB as disclosed in its   of the ultimate holding company of the 
  financial statements   Manager 

 
Units held by the Manager and parties related to the Manager 
There were no units held by the Manager and parties related to the Manager as at the end of the 
financial period. 

 
 In addition to related party disclosure mentioned elsewhere in the financial statements, there are 

no other significant related party transactions and balances.  
 
 
15. TRANSACTIONS WITH BROKERS/DEALERS 

 
Details of transactions with all brokers for the financial period ended 31 December 2013 are as 
follows: 

     Percentage 
   Percentage  of total 
  Values of of total Brokerage brokerage 
  trades trades fees fees 

Brokers/dealers RM % RM % 
 
UBS Securities Asia Hong Kong Ltd 19,221,912 65.46 40,149 67.84 
Citigroup Global Market Asia Ltd 10,058,873 34.26 18,861 31.87 
CIMB Securities Ltd # 81,251 0.28 170 0.29  
 ───────── ────── ──────── ────── 

 29,362,036 100.00 59,180 100.00 
 ═════════ ══════ ════════ ══════ 
 

#   Included in transactions by the Fund are trades conducted on normal terms with CIMB 
Securities Ltd a company related to the Manager amounting to RM 81,251 (2012: RM 
3,428,181). 
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16. SEGMENT INFORMATION 
 

The Fund is designed to provide investment results that, before expenses, closely correspond to 
the performance of the FTSE China 25 Index, regardless of its performance. In managing the 
Fund, the Manager attempts to achieve a high positive correlation and a low tracking error 
between the net asset value of the Fund’s portfolio and the Underlying Index. The internal 
reporting provided to the chief operating decision maker for the fund’s assets, liabilities and 
performance is prepared on a consistent basis with the measurement and recognition principles 
of FRS. The chief operating decision maker is responsible for the performance of the fund and 
considers the business to have a single operating segment.  
 

 
17.   SUPPLEMENTARY INFORMATION DISCLOSED PURSUANT TO BURSA MALAYSIA 

SECURITIES BERHAD LISTING REQUIREMENTS 
 
The following analysis of realised and unrealised retained earnings at the legal entity level is 
prepared in accordance with Bursa Malaysia Securities Berhad’s Listing Requirements and the 
Guidance on Special Matter No.1, “Determination of Realised and Unrealised Profits or Losses in 
the Context of Disclosure Pursuant to Bursa Malaysia Securities Berhad Listing Requirements”, 
as issued by the Malaysian Institute of Accountants whilst the disclosure is based on the 
prescribed format by Bursa Malaysia Securities Berhad. 
 

 
 

31.12.2013 
  

31.12.2012 

 RM  RM 

Total accumulated  earnings of the Fund    

-  Realised 2,572,175  (268,573) 

-  Unrealised 856,525  1,335,447 

 3,428,700  1,066,874 

 
The analysis between realised and unrealised retained earnings above is prepared on a different 
basis as compared to the analysis of realised and unrealised retained earnings as disclosed in 
the statement of comprehensive income. 
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DIRECTORY 
 
Head office of the Manager 
CIMB-Principal Asset Management Berhad (Company No.: 304078-K) 
Level 5, Menara Milenium, 
8, Jalan Damanlela, 
Bukit Damansara, 
50490 Kuala Lumpur MALAYSIA 
 
 
Postal address 
CIMB-Principal Asset Management Berhad (Company No.: 304078-K) 
P. O. Box 10571 
50718 Kuala Lumpur MALAYSIA 
 
 
Internet site 
www.cimb-principal.com.my 
 
 
E-mail address 
service@cimb-principal.com.my 
 
 
General investment enquiries 
(03) 2084 2200 
 
 
Trustee for the CIMB FTSE CHINA 25 
Deutsche Trustees Malaysia Berhad (Co. No. 763590-H) 
Level 20, Menara IMC, 
8, Jalan Sultan Ismail, 
50250 Kuala Lumpur, MALAYSIA 
 
 
Auditors of the Trusts and of the Manager 
PricewaterhouseCoopers (No. AF: 1146) 
Level 10, 1 Sentral,  
Jalan Travers, Kuala Lumpur Sentral, 
PO Box 10192, 50706 Kuala Lumpur, MALAYSIA 
 


