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Overview

The Chinese yuan quietly continued depreciating in May while the much watched
purchasing managers' indices (PMI) surveys of manufacturing activity failed to deliver
further improvements after the first quarter lending splurge. Chinese equity markets in
Hong Kong and Shanghai softened while Chinese shares traded in the US received a
boost from a final weighting boost from MSCI China index rebalances. There was
much market gossip as a major macroeconomic policy debate broke out on the front
page of the Communist Party’s newspaper, The People Daily, which shows that
President Xi is still facing strong resistance to his reform plans.

Performance and activity

In May the fund outperformed the benchmark, which was a pleasing result as our short
positions fell more than the market and our longs rose. Top stock contributors included
US-listed internet gaming company Netease, which rallied after reporting better-than-
expected results, Hong Kong-listed Minth continued rallying as brokers upgraded their
profit forecasts and Shanghai-listed Kweichow Moutai also helped returns as
distributors continue to restock product. Our short positions in outsourcing agent Li &
Fung and snack food company Want Want also benefited. Detractors included B-share
Chongging Changan Auto, which reported weaker-than-expected sales and internet
search engine Baidu, which came under fire for the efficacy of its medical search
results after a cancer patient blamed Baidu for an unsuccessful choice of treatment. In
portfolio activity we sold our remaining position in China Life Insurance on a stop-loss
mechanism because we are increasingly concerned over the outlook for the financial
sector where we already have a very large underweight position. We also cut our
position in China Resources Gas where rising regulatory risk poses a threat for future
returns in the sector. We opened a position in hotel operator China Lodging Group,
which is executing well and delivering improving margins and cash flow. The company
also recently introduced Accor Group as a shareholder in return for some of its mid-tier
branded hotels in China.

Outlook

The macroeconomic picture in China remains challenging; we all know that growth is
slowing, debt remains high, the yuan may weaken further and now the path of
economic reform is under question. The "authoritative person” article in the People's
Daily shows that President Xi is facing continuing resistance to his reform programme
and will have a challenging run up to the 2017 Party Congress where the next
generation of leaders will be appointed and when he commences his second five-year
presidential term.

We are seeing increasing regulatory risk in the economy and fear that state-owned-
enterprises (SOEs) will remain cheap, and possibly get cheaper, as economic policy
making is questioned. We have been reducing SOE exposure for over a year now and
continue to steer the portfolio further away from these “value traps”. We believe our
existing strategy remains appropriate amid this backdrop and will continue to navigate
through challenging markets by focusing on companies servicing the Chinese
consumer with the ability to generate superior margins, returns and cash flows under
the leadership of strong and experienced management teams. Pleasingly, many of
these shares are doing well despite the macroeconomic and political gloom.
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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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