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Overview

The Chinese market continued to build on gains from February’s lows but this reversed
by mid-April, leading the market to close the month slightly down. Markets continued to
rise from March into the first half of April, driven by better-than-expected economic
releases in trade, industrial production, electricity generation and retail sales. However,
the markets reversed by mid-month as investors turned more cautious after the
Shanghai and Shenzhen authorities raised down payments on home mortgages in an
attempt to temper gains in property prices. This was taken as a signal of more policy
tightening to come in Tier 1 and 2 city property markets. From end March, there were a
few “firsts” in defaults and issuance failures in the Chinese corporate bond market,
which spooked investors. Dongbei Special Steel was the first local state-owned-
enterprise(SOE) bond default, Huayu, the first actual default in the coal industry and
China Railway Materials Holdings was the first SOE to apply for trading suspension of
its bonds.

Performance and activity

AIA Group, Minth, New Oriental Education and Chongging Changan Automobile
detracted from returns. Investors took profits in Sands China and Galaxy after strong
gains from January’s lows and in anticipation of weak seasonality coming through in
the second quarter. Chongging Changan Automobile's shares fell on weaker-than-
expected volume growth and concerns about future profitability of its SUV division after
rival Great Wall's Motor price cuts.

We initiated a position in Anhui Conch Cement and Guangdong Investment. We see
evidence of pricing power in Conch’s key Eastern and Central China markets while the
restart of infrastructure projects will help volumes. Over the longer term, we believe
consolidation and pricing power will drive Conch’s profits rather than volumes growth.
We like the stable growth in Guangdong Investment’s water utility business, its strong
cashflow generation, the potential of tariff increases and likely incremental growth of
acquisitions. We exited Kerry Logistics and Weifu High Tech.

Outlook

Year-to-date, there has been less focus on supply side reforms to bring on more
sustainable longer-term growth but rather a willingness in the near term to return to
demand side measures to sustain growth. Industrial overcapacity, poor cashflow and
increasing government interference remain. We continue to scour the market for
opportunities where overall pessimism is undervaluing stock-specific opportunities,
and pleasingly these can be found in Hong Kong, Shanghai, Shenzhen, and US-listed
Chinese shares. We believe opportunities remain in companies that sell the right
products and services to the Chinese consumer in segments of consumption where
demand is sustaining or accelerating as incomes grow. Growth in the Chinese
economy remains divergent with strength in the Tier 1 and larger Tier 2 cities as
opposed to the lower tier cities, and also between old industrial China and the newer,
younger economic segments in the services and technology sectors.
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Note: Reference to any specific company or stock is for information purposes only and should not be construed as a
recommendation to buy or sell the same.

Important information

Henderson Global Investors (Singapore) Limited and its affiliates are referred to herein as Henderson Global Investors.
This document has been produced based on Henderson Global Investors' research and analysis and represents our
house view. All the information contained in the document is intended for information, illustration or discussion purposes
only and should not be relied on for any investment decisions or regarded as a substitute for the exercise of your own
judgement. The information contained in the document has not been reviewed or endorsed by the MAS.

The contents of this document are prepared without consideration to the specific investment objective, financial situation
and particular needs of any specific person. It does not constitute an advertisement and should not constitute or form
part of any offer or solicitation to issue, sell, subscribe or purchase any investment in any jurisdiction and do not purport
to represent or warrant the outcome of any investment strategy, program or product. Any information and views provided
herein is subject to change without further notice. None of the material, nor its content, nor any copy of it, maybe altered
in any way, transmitted to, copied or distributed to any other party, without prior express written permission of Henderson
Global Investors. The information contained herein is obtained and / or compiled from sources believed to be reliable and
current and Henderson Global Investors or its affiliates do not warrant, guarantee or represent, either expressly or
impliedly, the accuracy, validity or completeness of such information. Henderson Global Investors or its affiliates or any
directors or employees of Henderson Global Investors or its affiliates shall not be liable for any damages arising from any
person’s reliance on this information and shall not be liable for any errors or omissions (including but not limited to errors
or omissions made by third party sources) in this information. Unless otherwise indicated, the source for all data is
Henderson Global Investors.

Past performance of any fund, a security, an investment or manager and any opinions, forecasts, assumptions,
estimates or valuations made are not necessarily indicative of the future or likely performance of the fund, the security,
investment or manager. An investment in collective investment schemes/funds, and/or other investment products is
subject to investment risks, including the possible loss of the principal amount invested. The value of the units and the
income from the funds may fall as well as rise as a result of market and currency fluctuations. Investments in and the
rate of return for the Fund are not obligations of, deposits in, guaranteed or insured by Henderson Global Investors or
any of its affiliates or appointed distributors.

The Singapore Representative of the Henderson Horizon Fund is Henderson Global Investors (Singapore) Limited and is
distributed by authorised distributors. You should read the prospectus and Product Highlights Sheet of the Fund,
available from the Singapore Representative’s office and the participating distributors’ offices, and consider the risks and
suitability of the Fund for your own financial needs or seek independent advice from a financial adviser before deciding
whether to invest in the Fund.
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