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Manager’s report
Principal Prosperity Series

Principal Asset Management Company (Asia) Limited (the "Manager") has pleasure in
presenting the Manager's report together with the performance of Principal Asia Pacific High
Dividend Equity Fund, Principal Sustainable Asian Income Fund and Principal Sustainable
Asian Allocation Fund (Sub-Funds of Principal Prosperity Series and referred to individually
or collectively as the "Sub-Funds") for the year ended 30 June 2022.

Principal Asia Pacific High Dividend Equity Fund
Market Review

Many parts of the equity market moved into bear territory in the second quarter as equities
closed out the first half of 2022 with the market’s worst returns since the 1970’s. Using the
MSCI All Country World Index (USD) as a proxy, global equities fell 15.5% during second
quarter with emerging markets outperforming developed markets, down 11.4% vs. down
16.1%. The ongoing swath of negative headlines and economic data points further weighed
on investor sentiment as selling ratcheted up. 40-year-high inflation, aggressive tightening
from central banks, and the war in Europe remained the catalysts to pricing in a recession.
While less in the headlines, COVID still remained an issue in parts of the world, in particular
China. The region up until now has stuck with their zero-COVID policy. This has created an
environment of underwhelming growth, albeit positive, as manufacturing and consumer
spending have all sputtered in relation. Headwinds to the property market have further
slowed the growth prospects amid elevated debt and higher rates.

Strategy and Outlook

Moving forward, we believe that company specific fundamentals will reassert themselves as
the key driver of stock specific performance as investors deal with the constant fluidity of
geopolitical events and disruption risks. With the path to recovery likely uneven across the
globe, our analysts remain hyper-focused on the duration of the change they can identify.
Various companies have seen an increased dislocation between consensus earnings
expectations and our own forecasts.

Principal Sustainable Asian Income Fund
Market Review

Asia Dollar Index spreads were 0.21% wider on the month of June with investment grade
(IG) spreads 0.12% wider primarily led by BBBs which were 0.25% wider. As with the prior
months, lower beta parts of the IG market outperformed with state-owned enterprises of
China (China SOEs), Singapore and Korea IG outperforming with low single digit spread
widening. Asia high-yield bond (HY) saw ongoing impact of defaults and debt exchanges in
China property sector as well as impact of the global risk off sentiment leading to outflows —
spreads were 1.73% wider during June. With COVID outbreak in Macau and outflows from
Asia HY funds, non-China HY sectors also saw underperformance towards the second half
of June. Additionally, June saw a few fallen angles — with erstwhile investment grade rated
issuers such as Country Garden and Sands China downgraded to sub investment grade
space causing some underperformance in these names due to poor technical.
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Manager's report
Principal Prosperity Series (continued)

Strategy and Outlook

Moving forward, we believe that company specific fundamentals will reassert themselves as
the key driver of stock specific performance as investors deal with the constant fluidity of
geopolitical events and disruption risks. With the path to recovery likely uneven across the
globe, our analysts remain hyper-focused on the duration of the change they can identify.
Various companies have seen an increased dislocation between consensus earnings
expectations and our own forecasts.

Principal Sustainable Asian Allocation Fund
Market Review

Global equity markets dropped in June and ended the worst first half year in decades on
lingering concerns over slower global economic growth, higher inflation and tighter monetary
policies. MSCI AC Asia Pacific ex Japan Index (USD) and ICE BofA ML Asian Dollar Index
(USD) fell by 5.74% and 2.45% respectively. Within Asian equities, China equities ended
June in positive on expectation of policy support and an end of the latest COVID wave while
South Korea, Taiwan and Australia underperformed. Defensive sectors such as healthcare
and consumer staples outperformed. Within fixed income space, US 10-year yield climbed
0.17% to 3.01% while credit spread widened on increasing odds of economic slowdown.
Asian high-yield bond (HY) underperformed investment-grade bond (IG) in which frontier
markets, property developers in mainland China and lodging operators in Macau detracted.
Portfolio returned -5.03% 1 month and -9.27% over the quarter in Jun 2022 underperforming
the benchmark. Marginal equities overweight dragged on performance. Within the asset
allocation sleeve, our tactical increase in China equity added values while our modest
overweight in US equities and US technology detfracted. Both equity and fixed income sleeve
underperformed the benchmark.

Strategy and Qutlook

Global economic growth is expected to normalize towards the trend line with rising odds of
economic slowdown. We are neutral on equities and will be nimble in our positioning given
higher market volatility on monetary policies' normalization by global central banks, potential
headwinds to earnings by elevating cost of production and slowing consumer demand,
geopolitical risks as well as uncertainty about the development of COVID situation in China.
We continue to believe that US structural growth exceptionalism may continue despite short
term volatility. We, therefore, maintain a modest off benchmark overweight to US equity and
US technology. Over June 2022, we increased our allocation to China equity on decisive
change in policy stance to meet the growth target this year. We will continue to monitor the
situation closely and adjust our asset allocation,

Principél Asset Management Company (Asia) Limited

31 0CT 2022
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Independent auditor’s report to the unitholders of
Principal Prosperity Series

Report on the Audit of Financial Statements
Opinion

We have audited the financial statements of Principal Asia Pacific High Dividend Equity
Fund, Principal Sustainable Asian Income Fund and Principal Sustainable Asian Allocation
Fund (each a separate sub-fund of Principal Prosperity Series and referred to individually or
collectively as the “Sub-Funds”) set out on pages 9 to 64, which comprise the statement of
financial position as at 30 June 2022, the statement of comprehensive income, the statement
of changes in net assets attributable to unitholders, the cash flow statement and the
distribution statement for the year/period then ended and notes to the financial statements,
including a summary of significant accounting policies.

In our opinion, the financial statements give a true and fair view of the financial position of the
Sub-Funds as at 30 June 2022 and of its financial performance and its cash flows for the
year/period then ended in accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”) issued by the Hong Kong Institute of Certified Public Accounts (“HKICPA”).

Basis for Opinion

We conducted our audit in accordance with Hong Kong Standards on Auditing (“HKSAs”)
issued by the HKICPA. Our responsibilities under those standards are further described in
the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report.
We are independent of the Sub-Funds in accordance with the HKICPA’s Code of Ethics for
Professional Accountants (the “Code”) and we have fulfilled our other ethical responsibilities
in accordance with the Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Information Other than the Financial Statements and Auditor’s Report Thereon

The Manager and the Trustee of the Sub-Funds are responsible for the other information.
The other information comprises all the information included in the annual report, other than
the financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the audit or otherwise appears to
be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement
of this other information, we are required to report that fact. We have nothing to report in this
regard.



KkpMG

Independent auditor’s report to the unitholders of
Principal Prosperity Series (continued)

Report on the Audit of Financial Statements (continued)

Responsibilities of the Manager and the Trustee of the Sub-Funds for the Financial
Statements

The Manager and the Trustee of the Sub-Funds are responsible for the preparation of the
financial statements that give a true and fair view in accordance with HKFRSs issued by the
HKICPA and for such internal control as the Manager and the Trustee of the Sub-Funds
determine is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, the Manager and the Trustee of the Sub-Funds are
responsible for assessing the Sub-Funds’ ability to continue as a going concern, disclosing,
as applicable, matters related to going concern and using the going concern basis of
accounting unless the Manager and the Trustee of the Sub-Funds either intend to liquidate
the Sub-Funds or to cease operations, or have no realistic alternative but to do so.

In addition, the Manager and the Trustee of the Sub-Funds are required to ensure that the
financial statements have been properly prepared in accordance with the relevant provisions
of the Trust Deed and the relevant disclosure provisions of Appendix E of the Code on Unit
Trusts and Mutual Funds (the “SFC Code”) issued by the Hong Kong Securities and Futures
Commission.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. This report is made solely to you, as a body, and
for no other purpose. We do not assume responsibility towards or accept liability to any
other person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with HKSAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements. In addition, we are
required to assess whether the financial statements of the Sub-Funds have been properly
prepared, in all material respects, in accordance with the relevant provisions of the Trust
Deed and the relevant disclosure provisions of Appendix E of the SFC Code.
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Independent auditor’s report to the unitholders of
Principal Prosperity Series (continued)

Report on the Audit of Financial Statements (continued)

As part of an audit in accordance with HKSAs, we exercise professional judgement and
maintain professional scepticism throughout the audit. We also:

¢ Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances but not for the purpose of
expressing an opinion on the effectiveness of the Sub-Funds’ internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Manager and the Trustee of
the Sub-Funds.

e Conclude on the appropriateness of the Manager’s and the Trustee’s use of the going
concern basis of accounting and, based on the audit evidence obtained, whether a
material uncertainty exists related to events or conditions that may cast significant doubt
on the Sub-Funds’ ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify
our opinion. Our conclusions are based on the audit evidence obtained up to the date of
our auditor’s report. However, future events or conditions may cause the Sub-Funds to
cease to continue as a going concern.

o Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

We communicate with the Manager and the Trustee of the Sub-Funds regarding, among
other matters, the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that we identify during our audit.
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Independent auditor’s report to the unitholders of
Principal Prosperity Series (continued)

Report on matters under the relevant provisions of the Trust Deed and the
relevant disclosure provisions of Appendix E of the SFC Code

In our opinion, the financial statements have been properly prepared, in ali material respects,
in accordance with the relevant provisions of the Trust Deed and the relevant disclosure
provisions of Appendix E of the SFC Code.

oo

Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road
Central, Hong Kong

31 OCT 2022



Principal Prosperity Series
Financial statements for the year/period ended 30 June 2022

Statement of comprehensive income

for the year/period ended 30 June 2022
(Expressed in United States dollars)

Principal Principal
Sustainable Sustainable
Principal Asia Pacific Asian Income  Asian Allocation
High Dividend Equity Fund Fund Fund
For the For the
period from period from
16 December 10 January
2021 (date of 2022 (date of
commencemen  commencemen
t of operation) t of operation)
to 30 June to 30 June
Notes 2022 2021 2022 2022
Income
Dividend income $ 3,134,170 $ 3,072,517  $ - $ 164,492
Interest income from cash and
cash equivalents 864 1,090 - -
Interest income from financial
assets at fair value through
profit or loss - - 368,309 227,134
Other income 2,152 - 72 51
$ 3,137,186  $ 3,073,607 $ 368,381 $ 391,677
Expenses
Manager’s fee 6(a) (1,796,602) (1,873,493) (56,017) (86,352)
Trustee’s fee 6(b) (139,269) (144,091) (29,864) (38,978)
Auditor's remuneration $ (26,018) $ (29,950) $ (11,780) $ (17,661)
Bank charges and safe
custody fees (60,476) (60,070) (4,081) (5,063)
Establishment cost - - (80,000) (80,000)
Legal and professional fees (46,178) (41,147) - (1,694)
Miscellaneous expenses 6(b) (20,848) (20,819) (1,816) (4,721)
Net foreign exchange
(loss)/gain (328,551) (245,449) 1,820 (31,776)
Transaction costs 4 (977,362) (719,120) - (20,533)
Valuation fee 6(b) (12,300) (12,350) (13,019) (11,244)
$ (3,407,604) $ (3,146,489) $ (194,757) $ (298,022)
(Loss)/income before
(loss)/gain on investments $ (270,418) $ (72,882) $ 173,624 % 93,655
Loss/gain on investments
Net realised (loss)/gain on
sale of investments $ (6,160,040) $ 33,727,718 $ (1,462,585) $ (1,056,495)
Net change in unrealised
(loss)/gain on investments (37,555,173) 16,272,490 (1,748,763) (3,448,195)
$ (43,715213) $ 50,000,208 $ (3,211,348) $ (4,504,690)

The notes on pages 20 to 64 form part of these financial statements.



Principal Prosperity Series
Financial statements for the year/period ended 30 June 2022

Statement of comprehensive income

for the year/period ended 30 June 2022 (continued)

(Expressed in United States dollars)

Principal Principal
Sustainable Sustainable
Principal Asia Pacific Asian Income  Asian Allocation
High Dividend Equity Fund Fund Fund
For the For the
period from period from
16 December 10 January
2021 to 2022 to
Notes 2022 2021 30 June 2022 30 June 2022
(Loss)/Profit for the year
before taxation $ (43,985,631) $ 49,927,326 $ (3,037,724) $ (4,411,035)
Taxation 7 (742,660) (548,915) - (13,533)
(Loss)/Profit for the year $ (44,728,291) $ 49,378,411 (3,037,724) (4,424,568)
Distributions to unitholders 8 (332,588) (385,227) (29,862) (8,882)
(Loss)/Profit and total
comprehensive income
for the year $ (45,060,879) $ 48,993,184 (3,067,586) (4,433,450)

The notes on pages 20 to 64 form part of these financial statements.
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Principal Prosperity Series
Financial statements for the year/period ended 30 June 2022

Statement of financial position
as at 30 June 2022

(Expressed in United States dollars unless otherwise indicated)

Principal Principal
Sustainable Sustainable
Principal Asia Pacific Asian Income  Asian Allocation
High Dividend Equity Fund Fund Fund
Notes 2022 2021 2022 2022
Assets
Investments measured at
fair value through profit
or loss 16(e) $ 122,507,764 $ 164,444,752 $ 16,172,282 $ 24,134,486
Dividend and other
receivables 524,246 347,149 - 45,828
Interest receivables - - 159,291 120,033
Amounts receivable from
brokers 1,489,147 665,788 561,215 424,199
Amounts receivable on
subscription of units 189,330 1,746 - -
Cash and cash
equivalents 5 6,469,136 2,216,508 496,526 1,239,076
Total assets $ 131,179,623 $ 167,675,943 $ 17,389,314 $ 25,963,622
Liabilities
Investments measured at
fair value through profit
or loss 16(d),16(e) $ - $ - % 8273 $ 8,551
Amounts payable on
redemption of units 112,796 22,004 - -
Amounts payable to
brokers 1,737,085 444,566 300,000 248,426
Distributions payable 8 80,828 53,973 4,883 1,883
Accrued expenses and
other payables 6(a), 6(b) 275,302 264,017 118,802 131,246
Total liabilities (excluding
net assets attributable to
unitholders classified as
financial liabilities) $ 2,206,011 $ 784,560 $ 431958 $ 390,106
Net assets attributable to
unitholders $ 128,973,612 $ 166,891,383 $ 16,957,356 $ 25,573,516

The notes on pages 20 to 64 form part of these financial statements.
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Statement of financial position
as at 30 June 2022 (continued)

(Expressed in United States dollars unless otherwise indicated)

Represented by:

- Net assets attributable to
unitholders

Total number of units in
issue

Income Class Units

Accumulation Class Units -
Institutional

Income Plus (monthly) Class
Unit-Retirement (HKD)

Accumulation Class Units-
Institutional (USD)

Income (monthly) Class Units
- Institutional (USD)

Accumulation Class Units-
Retail (HKD)

Accumulation Class Units -
Retail (RMB hedged)

Accumulation Class Units -
Retail (USD)

Income (monthly) Class Units
- Retail (HKD)

Income Plus (monthly) Class
Units - Retail (HKD)

Income Plus (monthly) Class
Units - Retail (RMB hedged)

Income Plus (monthly) Class
Units - Retail (USD)

Principal Prosperity Series
Financial statements for the year/period ended 30 June 2022

Principal Principal

Sustainable Sustainable

Principal Asia Pacific Asian Income  Asian Allocation

High Dividend Equity Fund Fund Fund

2022 2021 2022 2022

128,973,612 166,891,383 16,957,356 25,573,516
577,345.04 599,701.23 - -
8,044,657.13 7,582,114.59 - -

- - 79,838.91 79,144 .22

- - 1,820,000.00 2,920,000.00
- - 101,625.99 -

- - 78,020.77 77,969.00

- - 63,784.05 63,837.39

- - 10,000.00 10,000.00

- - 79,289.19 78,775.04

- - 79,839.70 79,145.65

- - 65,953.67 65,339.17

- - 10,233.49 10,151.09

The notes on pages 20 to 64 form part of these financial statements.
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Principal Prosperity Series
Financial statements for the year/period ended 30 June 2022

Statement of financial position
as at 30 June 2022 (continued)

(Expressed in United States dollars unless otherwise indicated)

Net asset value per unit

Income Class Units

Accumulation Class Units -
Institutional

Income Plus (monthly) Class
Unit-Retirement (HKD)

Accumulation Class Units-
Institutional (USD)

Income (monthly} Class Units
- Institutional (USD)

Accumulation Class Units-
Retail (HKD)

Accumulation Class Units -
Retail (RMB hedged)

Accumulation Class Units -
Retail (USD)

income {monthly} Class Units
- Retail (HKD)

Income Plus (monthly) Class
Units - Retail (HKD)

Income Plus {monthly) Class
Units - Retail (RMB hedged)

income Plus {monthly) Class
Units - Retail (USD)

Principal
Sustainable

Principal Asia Pacific Asian Income
High Dividend Equity Fund Fund
2

Notes 202

2021 2022

US$ 30.36 US$ 41.79 -

US$ 13.85 USs 18.71 -

- HKE 8.29
- UsS$ 8.48
- US$ 8.32
- HK$ 8.51
- CNH 8.89
- US$ 8.46
- HKS 8.35
- HK$ 8.28
- CNH 8.54
- Uss 8.23

Principal
Sustainable
Asian Allocation
Fund

2022

HK$ 8.41
USS$ 8.52
HK$ 8.55
CNH8.92
US$ 8.50
HKS$ 8.43
HK$ 8.39
CNH 8.67
Us$ 8.34

Approved and authorised for issue by the Trustee and the Manager on 31 0CT 7022

MNarler

~Zhn

-

For and on behalf of
Principal Trust Company
(Asia) Limited

R el

For and on behalf of
Principal Asset Management
Company (Asia) Limited

L R

The notes on pages 20 to 64 form part of these financial statements.
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Principal Prosperity Series
Financial statements for the year/period ended 30 June 2022

Statement of changes in net assets attributable to

unitholders for the year/period ended 30 June 2022

(Expressed in United States dollars)

Notes
Balance brought forward

Subscriptions by unitholders

- Income Class Units

- Accumulation Class Units -
Institutional

-Income Plus (monthly) Class
Unit-Retirement (HKD)

-Accumulation Class Units-
Institutional (USD)

-Income (monthly) Class Units
- Institutional (USD)

-Accumulation Class Units-
Retail (HKD)

-Accumulation Class Units -
Retail (RMB hedged)

-Accumulation Class Units -
Retail (USD)

-Income (monthly) Class Units
- Retail (HKD)

-Income Plus (monthly) Class
Units - Retail (HKD)

-Income Plus (monthly) Class
Units - Retail (RMB
hedged)

-Income Plus (monthly) Class
Units - Retail (USD)

Redemptions by unitholders

- Income Class Units

- Accumulation Class Units -
Institutional

-Income Plus (monthly) Class
Unit-Retirement (HKD)

-Accumulation Class Units-
Institutional (USD)

-Income (monthly) Class Units
- Institutional (USD)

-Accumulation Class Units-
Retail (HKD)

-Accumulation Class Units -
Retail (RMB hedged)

-Accumulation Class Units -
Retail (USD)

Principal Asia Pacific
High Dividend Equity Fund

2022 2021

$ 166,891,383 $ 140,825,722

715,301 2,403,679
20,675,812 19,795,393
(1,552,088) (5,215,590)

(12,695,917) (39,911,005)

Principal
Sustainable
Asian Income
Fund

For the
period from
15 December
2021 to

30 June 2022

102,053
18,200,000
1,014,368
100,000
100,000
100,000
101,434

102,052

102,979

102,056

The notes on pages 20 to 64 form part of these financial statements.
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Principal
Sustainable
Asian Allocation
Fund

For the

period from

10 January
2022 to

30 June 2022

101,330
29,200,000
100,000
100,000
100,000
100,909

101,330

102,065

101,332



Principal Prosperity Series
Financial statements for the year/period ended 30 June 2022

Statement of changes in net assets attributable to
unitholders for the year/period ended 30 June 2022

(continued)
(Expressed in United States dollars)

Principal Asia Pacific
High Dividend Equity Fund

Notes 2022 2021

-Income (monthly) Class Units

- Retail (HKD) - -
-Income Plus (monthly) Class

Units - Retail (HKD) - -
-Income Plus (monthly) Class

Units - Retail (RMB

hedged) - -
-Income Plus (monthly) Class

Units - Retail (USD) - -

Principal
Sustainable
Asian Income
Fund

For the
period from
15 December
2021 to

30 June 2022

Principal
Sustainable

Asian Allocation

Fund

For the
period from
10 January
2022 to

30 June 2022

$ 174,034,491 $ 117,898,199 $ 20,024,942 $ 30,006,966

Profit and total comprehensive
income for the year (45,060,879) 48,993,184 (3,067,586) (4,433,450)
Balance carried forward $ 128973612 $ 166,891,383 $ 16,957,356 $ 25,573,516

Total number of units in
issue 9

Income Class Units

Balance brought forward 599,701.23 672,551.27
Issuance of redeemable units 19,303.69 62,067.34
Redemption of redeemable

units (41,659.88) (134,917.38)
Balance carried forward 577,345.04 599,701.23
Accumulation Class Units -

Institutional
Balance brought forward 7,582,114.59 8,808,498.03
Issuance of redeemable units 1,217,377.23 1,114,209.70
Redemption of redeemable

units (754,834.69) (2,340,593.14)
Balance carried forward 8,044,657.13 7,582,114.59

The notes on pages 20 to 64 form part of these financial statements.
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Principal Prosperity Series
Financial statements for the year/period ended 30 June 2022

Statement of changes in net assets attributable to

unitholders for the year/period ended 30 June 2022

(continued)

(Expressed in United States dollars)

Income Plus (monthly)
Class Unit-Retirement
(HKD)

Balance brought forward

Issuance of redeemable units

Redemption of redeemable
units

Balance carried forward

Accumulation Class Units-
Institutional (USD)

Balance brought forward

Issuance of redeemable units

Redemption of redeemable
units

Balance carried forward

Income (monthly) Class
Units - Institutional (USD)

Balance brought forward

Issuance of redeemable units

Redemption of redeemable
units

Balance carried forward

Accumulation Class Units-
Retail (HKD)

Balance brought forward

Issuance of redeemable units

Redemption of redeemable
units

Balance carried forward

Notes

Principal Asia Pacific
High Dividend Equity Fund

2022

2021

Principal
Sustainable
Asian Income
Fund

For the
period from
15 December
2021 to

30 June 2022

79,838.91

Principal
Sustainable
Asian Allocation
Fund

For the

period from

10 January
2022 to

30 June 2022

79,144.22

- - 79,838.91 79,144.22
- - 1,820,000.00 1,820,000.00
- - 1,820,000.00 1,820,000.00
- - 101,625.99 -

- - 101,625.99 -

- - 78,020.77 77,969.0
- - 78,020.77 77,969.00

The notes on pages 20 to 64 form part of these financial statements.
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Principal Prosperity Series
Financial statements for the year/period ended 30 June 2022

Statement of changes in net assets attributable to

unitholders for the year/period ended 30 June 2022

(continued)

(Expressed in United States dollars)

Accumulation Class Units -
Retail (RMB hedged)

Balance brought forward

Issuance of redeemable units

Redemption of redeemable
units

Balance carried forward

Accumulation Class Units -
Retail (USD)

Balance brought forward

Issuance of redeemable units

Redemption of redeemable
units

Balance carried forward

Income (monthly) Class
Units - Retail (HKD)

Balance brought forward

Issuance of redeemable units

Redemption of redeemable
units

Balance carried forward

Income Plus (monthly)
Class Units - Retail (HKD)

Balance brought forward

Issuance of redeemable units

Redemption of redeemable
units

Balance carried forward

Notes

Principal Asia Pacific

High Dividend Equity Fund

2022

2021

Principal
Sustainable
Asian Income
Fund

For the
period from
15 December
2021 to

30 June 2022

63,784.05

Principal
Sustainable
Asian Allocation
Fund

For the

period from

10 January
2022 to

30 June 2022

63,837.39

- - 63,784.05 63,837.39
- - 10,000.00 10,000.00
- - 10,000.00 10,000.00
- - 79,289.19 78,775.04
- - 79,289.19 78,775.04
- - 79,839.70 79,145.65
- - 78,839.70 79,145.65

The notes on pages 20 to 64 form part of these financial statements.
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Principal Prosperity Series
Financial statements for the year/period ended 30 June 2022

Statement of changes in net assets attributable to

unitholders for the year/period ended 30 June 2022

(continued)

(Expressed in United States dollars)

Income Plus (monthly)
Class Units - Retail (RMB
hedged)

Balance brought forward

Issuance of redeemable units

Redemption of redeemable
units

Balance carried forward

Income Plus (monthly)
Class Units - Retail (USD)

Balance brought forward

Issuance of redeemable units

Redemption of redeemable
units

Balance carried forward

Notes

Principal Asia Pacific

High Dividend Equity Fund

2022

2021

Principal
Sustainable
Asian Income
Fund

For the
period from
15 December
2021 to

30 June 2022

Principal
Sustainable
Asian Allocation
Fund

For the

period from

10 January
2022 to

30 June 2022

- - 65,953.67 65,339.17
- - 65,953.67 65,339.17
- - 10,233.49 10,151.09
- - 10,233.49 10,151.09

The notes on pages 20 to 64 form part of these financial statements.
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Cash flow statement

Principal Prosperity Series
Financial statements for the year/period ended 30 June 2022

for the year/period ended 30 June 2022

(Expressed in United States dollars)

Principal Principal
Sustainable Sustainable
Principal Asia Pacific Asian Income  Asian Allocation
High Dividend Equity Fund Fund Fund
For the For the
period from period from
16 December 10 January
2021 to 2022 to
Notes 2022 2021 30 June 2022 30 June 2022
Operating activities
Dividends received $ 2924273 $ 3,091,568 $ - $ 118,664
Withholding tax paid (368,253) (541,702) - (13,533)
Capital gains tax paid (337,288) (7,368) - -
Interest received 864 1,090 209,018 107,101
Other income received - - 72 51
Operating expenses paid (3,398,486) (2,992,260) (75,954) (166,776)
Proceeds from sale of
investments 248,480,322 216,962,720 16,733,711 13,048,805
Payments on purchase of
investments (249,789,387) (192,717,127) (36,370,284) (41,855,203)
Net cash (used in)/
generated from operating
activities $ (2,487,955) $ 23,796,921 $ (19,503,437) $ (28,760,891)
Financing activities
Proceeds from issuance of
units $ 21,203,529 $ 22,197,942 $ 20,024,942 $ 30,006,966
Payments on redemption of
units (14,157,213) (45,160,048) - -
Payments on distributions (305,733) (405,235) (24,979) (6,999)
Net cash generated from/
(used in) financing
activities $ 6,740,583 $ (23,367,341) $ 19,999,963 $ 29,999,967
Net increase in cash and
cash equivalents $ 4,252,628 $ 429,580 $ 496,526 $ 1,239,076
Cash and cash equivalents
at the beginning of the
year/period 2,216,508 1,786,928 - -
Cash and cash equivalents
at the end of the
year/period 5 $ 6,469,136 $ 2,216,508 $ 496,526 $ 1,239,076

The notes on pages 20 to 64 form part of these financial statements.
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Principal Prosperity Series
Financial statements for the year/period ended 30 June 2022

Notes to the financial statements
(Expressed in United States dollars unless otherwise indicated)

Background

Principal Prosperity Series (the “Fund”) is an open-ended umbrella unit trust originally
established as an exempted trust under the laws of the Cayman Islands by a trust deed
dated 24 October 2002, as amended (the “Trust Deed”). The Fund currently consists of three
sub-funds, namely the Principal Asia Pacific High Dividend Equity Fund, Principal
Sustainable Asian Income Fund and Principal Sustainable Asian Allocation Fund (the “Sub-
Funds”).

The Fund and the Sub-Funds are authorised by the Hong Kong Securities and Futures
Commission (the “SFC”) under section 104 of the Hong Kong Securities and Futures
Ordinance.

Taking into account various factors including the market outlook in Hong Kong and in the
Cayman Islands, the potential effect of reducing the operating costs of a fund domiciled
overseas, and the ease of administration of the Fund and the Sub-Funds if they are
domiciled in the place where Principal Trust Company (Asia) Limited (the “Trustee”) was
incorporated, the Trustee has decided that it would be beneficial to the Fund and the Sub-
Funds and in the interests of the unitholders of the Fund and the Sub-Funds to change the
domicile of the Fund from the Cayman Islands to Hong Kong (the “Change”). As a result, the
Trustee has applied to the Cayman Islands Monetary Authority for the de-registration of the
Fund as an administered mutual fund. The SFC approved the Change on 30 October 2015.
The Change took effect on 30 November 2015 (date of redomiciliation) and the costs
associated with the Change were borne by Principal Asset Management Company (Asia)
Limited (the “Manager”).

The primary investment objective of the Principal Asia Pacific High Dividend Equity Fund is to
provide investors with high current income through investing in a diversified portfolio of listed
securities in the Asia Pacific region. The Sub-Fund will also seek to achieve capital
appreciation with relatively moderate to high volatility commensurate with investing in
equities.

For Principal Sustainable Asian Income Fund, it will primarily (i.e. at least 70% of the Sub-
Fund’s net asset value) invest in a diversified portfolio of fixed income securities and fixed
income-related securities of companies and issuers in Asia which are considered to be
outperforming their peers with respect to sustainability performance based on environmental,
social and governance (“ESG”) factors (“ESG leaders”) as well as ESG-focused exchange
traded funds (“ETF”) and other collective investment schemes (“CIS”) which primarily invest
in debt securities and companies or issuers that maintain better ESG profiles than their
corresponding traditional counterparts (collectively “ESG-focused ETF/CIS”), and provide a
return consisting of income and capital growth over medium to long term.
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(b)

Principal Prosperity Series
Financial statements for the year/period ended 30 June 2022

Background (continued)

For Principal Sustainable Asian Allocation Fund, it will primarily (i.e. at least 70% of the Sub-
Fund’s net asset value) invest in a diversified range of assets and securities (including
equities, equity related securities and debt securities) of companies and issuers in Asia
Pacific (ex-Japan) which are considered to be outperforming their peers with respect to
sustainability performance based on ESG factors as well as ETF and CIS, which primarily
invest in equity or debt securities and companies or issuers that maintain better ESG profiles
than their corresponding traditional counterparts (collectively “ESG-focused ETF/CIS”), and
provide capital growth and income over medium to long term.

The Sub-Funds do not have any externally imposed capital requirements.
Significant accounting policies
Statement of compliance

These financial statements have been prepared in accordance with all applicable Hong Kong
Financial Reporting Standards (“HKFRSs”), which collective term includes all applicable
individual Hong Kong Financial Reporting Standards, Hong Kong Accounting Standards
(“HKASSs”) and Interpretations issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”), accounting principles generally accepted in Hong Kong, the
relevant provisions of the Trust Deed and the relevant provisions of the Code on Unit Trusts
and Mutual Funds (the “SFC Code”) issued by the SFC. A summary of the significant
accounting policies adopted by the Sub-Funds is set out below.

The HKICPA has issued certain new and revised HKFRSs that are first effective or available
for early adoption for the current accounting period of the Sub-Funds. Note 2(c) provides
information on any changes in accounting policies resulting from initial application of these
developments to the extent that they are relevant to the Sub-Funds for the current and prior
accounting periods reflected in these financial statements.

Basis of preparation of the financial statements

The measurement basis used in the preparation of the financial statements is historical cost
basis except that investments are stated at their fair value as explained in the accounting
policies set out below.

The preparation of financial statements in conformity with HKFRSs requires management to
make judgements, estimates and assumptions that affect the application of policies and
reported amounts of assets, liabilities, income and expenses. The estimates and associated
assumptions are based on historical experience and various other factors that are believed to
be reasonable under the circumstances, the results of which form the basis of making the
judgements about carrying values of assets and liabilities that are not readily apparent from
other sources. Actual results may differ from these estimates.

21



(c)

(d)
(i)

Principal Prosperity Series
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Significant accounting policies (continued)

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the
revision affects only that period, or in the period of the revision and future periods if the
revision affects both current and future periods.

Change in accounting policies
The HKICPA has issued a number of new HKFRSs and amendments to HKFRSs that are
first effective for the current accounting period of the Sub-Funds. None of these standards or

amendments impact on the accounting policies of the Sub-Funds.

The Sub-Funds have not applied any new standard or interpretation that is not yet effective
for the current accounting period (see note 19).

Financial instruments
Classification

On initial recognition, the Sub-Funds classify financial assets as measured at amortised cost
or fair value through profit or loss (“FVTPL”).

A financial asset is measured at amortised cost if it meets both of the following conditions
and is not designated as at FVTPL:

- it is held within a business model whose objective is to hold assets to collect contractual
cash flows; and

- its contractual terms give rise on specified dates to cash flows that are solely payments of
principal and interest (“SPPI”).

All other financial assets of the Sub-Funds are measured at FVTPL.
Business model assessment

In making an assessment of the objective of the business model in which a financial asset is
held, the Sub-Funds consider all of the relevant information about how the business is
managed, including:

- the documented investment strategy and the execution of this strategy in practice. This
includes whether the investment strategy focuses on earning contractual interest income,
maintaining a particular interest rate profile, matching the duration of the financial assets
to the duration of any related liabilities or expected cash outflows or realising cash flows
through the sales of the assets;

- how the performance of the portfolio is evaluated and reported to the Sub-Funds’
management;

- the risks that affect the performance of the business model (and the financial assets held
within that business model) and how those risks are managed;
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Significant accounting policies (continued)

- how the manager is compensated: e.g. whether compensation is based on the fair value
of the assets managed or the contractual cash flows collected; and

- the frequency, volume and timing of sales of financial assets in prior periods, the reasons
for such sales and expectations about future sales activity.

Transfers of financial assets to third parties in transactions that do not qualify for
derecognition are not considered sales for this purpose, consistent with the Sub-Funds’
continuing recognition of the assets.

The Sub-Funds have determined that they have two business models.

- Held-to-collect business model: this includes dividend and other receivables, amounts
receivable from brokers, amounts receivable on subscription of units and cash and cash
equivalents. These financial assets are held to collect contractual cash flow.

- Other business model: this includes equity instruments. These financial assets are
managed and their performance is evaluated, on a fair value basis, with frequent sales
taking place.

Assessment whether contractual cash flows are SPPI

For the purposes of this assessment, “principal” is defined as the fair value of the financial
asset on initial recognition. “Interest” is defined as consideration for the time value of money
and for the credit risk associated with the principal amount outstanding during a particular
period of time and for other basic lending risks and costs (e.g. liquidity risk and administrative
costs), as well as a profit margin.

In assessing whether the contractual cash flows are SPPI, the Sub-Funds consider the
contractual terms of the instrument. This includes assessing whether the financial asset
contains a contractual term that could change the timing or amount of contractual cash flows
such that it would not meet this condition. In making this assessment, the Sub-Funds
consider:

- contingent events that would change the amount or timing of cash flows;

- leverage features;

- prepayment and extension features;

- terms that limit the Sub-Funds’ claim to cash flows from specified assets (e.g. non-
recourse features); and

- features that modify consideration for of the time value of money (e.g. periodical reset of
interest rates).
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Significant accounting policies (continued)

The Sub-Funds classify their investments based on the business model and contractual cash
flows assessment. Accordingly, the Sub-Funds classify all their equity instruments into
financial assets at FVTPL category. Financial assets measured at amortised cost include
dividend and other receivables, amounts receivable from brokers, amounts receivable on
subscription of units and cash and cash equivalents.

Reclassifications

Financial assets are not reclassified subsequent to their initial recognition unless the Sub-
Funds were to change their business model for managing financial assets, in which case all
affected financial assets would be reclassified on the first day of the first reporting period
following the change in the business model.

Financial liabilities

Financial liabilities measured at amortised cost

The Sub-Funds include in this category short-term payables including amounts payable on
redemption of units, amounts payable to brokers, distributions payable and accrued
expenses and other payables.

Recognition

The Sub-Funds recognise financial assets and financial liabilities on the date they become a
party to the contractual provisions of the instrument.

Purchases of financial assets are recognised using trade date accounting. From this date
any gains and losses arising from changes in fair value of the financial assets or financial
liabilities are recorded.

Financial liabilities are not recognised unless one of the parties has performed their
obligations under the contract or the contract is a derivative contract.

Measurement
Financial instruments are measured initially at fair value (transaction price). Transaction
costs of financial assets and financial liabilities at fair value through profit or loss are

expensed immediately.

Subsequent to initial recognition, all financial instruments are measured at fair value with
changes in fair value recognised in the statement of comprehensive income.

Financial assets, other than those measured at fair value through profit or loss, are carried at
amortised cost using the effective interest rate method, less allowance for expected credit
losses (“ECLs"), if any.

Financial liabilities, other than those at fair value through profit or loss, are measured at
amortised cost using the effective interest rate.
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Significant accounting policies (continued)
Fair value measurement principles

“Fair value” is the price that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the measurement date in the principal
or, in its absence, the most advantageous market to which the Sub-Funds have access at
that date. The fair value of a liability reflects its non-performance risk.

When available, the Sub-Funds measure the fair value of an instrument using the quoted
price in an active market for that instrument. A market is regarded as “active” if transactions
for the asset or liability take place with sufficient frequency and volume to provide pricing
information on an ongoing basis. The Sub-Funds measure instruments quoted in an active
market at last traded price because the price provides a reasonable approximation of the exit
price.

If there is no quoted price in an active market, then the Sub-Funds use valuation techniques
that maximise the use of relevant observable inputs and minimise the use of unobservable
inputs. The chosen valuation technique incorporates all of the factors that market
participants would take into account in pricing a transaction.

The Sub-Funds recognise transfers between levels of the fair value hierarchy as at the end
of the reporting period during which the change has occurred.

Amortised cost measurement

The amortised cost of a financial asset or financial liability is the amount at which the
financial asset or financial liability is measured at initial recognition, minus principal
repayments, plus or minus the cumulative amortisation using the effective interest method of
any difference between the initial amount recognised and the maturity amount, minus any
reduction for impairment.

Impairment

The Sub-Funds recognise loss allowances for ECLs on financial assets measured at
amortised cost.

The Sub-Funds measure loss allowances at an amount equal to lifetime ECLs, except for the
following, which are measured at 12-month ECLs:

- financial assets that are determined to have low credit risk at the reporting date; and

- other financial assets for which credit risk (i.e. the risk of default occurring over the
expected life of the asset) has not increased significantly since initial recognition.

When determining whether the credit risk of a financial asset has increased significantly
since initial recognition and when estimating ECLs, the Sub-Funds consider reasonable and
supportable information that is relevant and available