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companies listed in
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markets has
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Accessing China’s Growth via
Dividends

The Chinese government appears to be committed to continuing structural
reforms and supporting economic growth. Initiatives with these goals in
mind are generally viewed as positive and may put China on a more
sustainable growth trajectory in the long run. However, current reforms
may be accompanied by volatility in the country’s economy and capital
markets. In such an environment, a focus on growing and sustainable
dividends can offer a relevant approach to investing in China’s equity
markets. This could provide the opportunity to get a slice of the region's
structural growth and its potential outperformance throughout the cycle.

This paper gives an overview of the current status of dividend payouts by
Chinese companies, the unique features of dividend policies by state-
owned enterprises (SOEs) and family-run businesses, and the dividend-
related policies and regulations issued by the Chinese authorities. It then
reviews the S&P China A Share Dividend Opportunities Index, which is
designed to offer a transparent, rules-based, and investable strategy for
market participants looking for exposure to China’s growth via dividends.

DIVIDEND PAYOUTS BY CHINESE COMPANIES
How China Has Evolved

In recent years, with the release and implementation of a series of dividend-
encouraging policies issued by Chinese authorities, the amount of
dividends issued by companies listed in China’s equity markets has
gradually increased. Furthermore, the total amount of dividends and the
proportion of companies that issue dividends are increasing as well.

Exhibit 1 illustrates these improvements from 2011 to 2016. According to
the 2016 financial reports and interim reports, there were 1,570 companies
in the S&P China A BMI that declared dividends, representing 68% of the
S&P China A BMI universe, much higher than the 54% reported in 2009.
The size of the total dividend pool for companies in the S&P China A BMI
was USD 94 billion in 2016, nearly four times the size of the dividend pool
in 2009. The dividend payout ratio was 33.7% in 2016, 7.4% higher than in
20009.
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Exhibit 1: Dividends — How China Has Evolved
0, -
VEAR | DIVIDEND poot]  DIVIDEND| EARNINGS — DDEND) DIVIDEND] | MONTH
USD BILLIONS) PER SHARE| PER SHARE 000 PAYING  DIVIDEND
COMPANIES|  YIELD (%)
2009 24.36 0.11 0.43 26.3 53.6 0.72
2010 30.66 0.13 0.54 25.0 58.8 0.82
2011 42.82 0.18 0.67 27.8 63.3 1.34
2012 54.79 0.24 0.72 33.4 70.0 1.59
2013 63.41 0.20 0.70 20.2 71.0 177
2014 70.03 0.23 0.77 20.6 69.6 1.27
2015 81.24 0.23 0.70 33.4 68.00 115
2016 94.13 0.25 0.74 33,7 67.53 1.48

Source: S&P Dow Jones Indices LLC, FactSet. Data for S&P China A BMI constituents from Dec. 31 to
2009 to 2016. Dividend per share and earnings per share are reported in RMB. Past performance is no
guarantee of future results. Table is provided for illustrative purposes.

How China Compares With International Markets

Compared with companies from other parts of the world, Chinese
companies tend to offer faster dividend growth. Therefore, an allocation to
Chinese dividend-paying equities could provide the opportunity to
participate in the dividend growth trend among Chinese companies.

Exhibit 2 is illustrative of this point. Over the past 10 years, Chinese
equities provided an annual dividend growth rate of 10.5%, which is far
higher than equities in Pan Asia, Europe, and the U.S. The growth was
mainly driven by improved earnings rather than an increased dividend
payout ratio (see Exhibit 1).

The Chinese companies’ dividend payout ratio was 34% in 2016. This level

is in line with or lower than international markets, implying higher

sustainability of dividend payouts and the potential for a further increase in

dividend payouts from one of the lowest global levels.
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Exhibit 2: Dividends — How China Compares With International Markets

1,403 63% 3.5% 10.5%

35%85%

-2.1%

Size of Dividend Pool  Dividend Payout Ratio Dividend Yield Dividend Growth

(FY2016, USD Billions) (FY2016) (as of Dec. 31, 2016) (FY2006-FY2016 CAGR)

EGlobal ®mDeveloped ®Emerging U.S. mEurope Pan Asia  mChina A Shares
Source: S&P Dow Jones Indices LLC, FactSet. Data from 2006 to 2016. Regions are represented by
the S&P Global BMI, the S&P Developed BMI, the S&P Emerging BMI, the S&P United States BMI, the
S&P Europe BMI, the S&P Pan Asia BMI, and the S&P China A BMI. Dividend growth is based on the
compound annual growth rate of index dividend per share. Past performance is no guarantee of future
results. Chart is provided for illustrative purposes.

How SOEs and Family-Run Businesses Factor In

One unique characteristic of Chinese companies is that they tend to have
more concentrated company ownership, either in the form of a founding
family or a government-affiliated entity. Among companies in the S&P
China A BMI, the largest shareholder owned an average of 40% of the total
shares in a given company, as of Dec. 31, 2016. This indicates a high
concentration of ownership. The insider position was as high as 54% as of
the same date. These are typically held by central or local governments,
domestic financial institutions, SOEs, or a founding person or family.

The implications this highly concentrated ownership has on dividend
investment are three-fold. First, many of China’s initial public offerings
(IPOs) are due to the privatization of large stakes in SOEs and family-run
businesses. These are typically mature companies that pay dividends from
the beginning of their public listings. This explains the fast growth of
dividend pools in China.

Second, dividends may provide a sign of positive corporate governance in
China. Under the conditions of high ownership concentration and weak
legal protection for small- and medium-sized shareholders in China, the
distribution of dividends can be used as a way to limit large shareholders’
ability to expropriate minority shareholders’ rights or improper government
intervention in the listed companies. It demonstrates solid management
and a respect for the rights of all shareholders, particularly individuals. As a
result, discipline in relation to dividend policies can help identify healthy
companies.
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Third, many of the largest dividend-paying Chinese companies are SOEs
with a high degree of direct or indirect government ownership. Therefore,
the Chinese government influences the companies’ earnings and dividends.
Given the explicit government support to improve dividend policies, these
companies tend to return a greater share of earnings to shareholders via
dividends. Exhibit 3 shows the higher payout ratio by SOEs compared with
private-owned enterprises (POEs) from 2011 to 2016 and the strong
dividend growth rate of the SOEs with local governments as the largest
shareholders. A skeptic might wonder if dividend growth can be relied on in
an environment where it is driven by government—the stats of POEs may
be more reliable because those companies presumably make economic
decisions about dividend policies, and it is hotable that those dividends
have grown fastest.

Exhibit 3: Dividends — SOEs Versus POEs

34.8% 10.3% 7.18%
9.5%

Dividend Growth
(FY2011-FY2016 CAGR)

Dividend Payout Ratio
(FY2011-2016 Avg)

Earnings Growth
(FY2011-FY2016 CAGR)

m Central SOEs ® Local SOEs m SOE (Central + Local) POEs

Source: S&P Dow Jones Indices LLC, FactSet. Data from 2011 to 2016. Universe is the S&P China A
BMI. Dividend growth and earnings growth are based on compound annual growth rate of index
dividend per share and earnings per share. Past performance is no guarantee of future results. Chart
is provided for illustrative purposes and reflects hypothetical historical performance. Please see the
Performance Disclosure at the end of this document for more information regarding the inherent
limitations associated with back-tested performance.

Payout Regulations and Tax Policies in China

To encourage dividend payouts and increase long-term investment returns,
Chinese authorities have released and implemented a series of policies in
recent years, with a focus on improving listed companies’ dividend policies
and formulating tax policies related to dividends.

The China Securities Regulatory Commission (CSRC) implements so-
called “quasi-mandatory payout regulations"—meaning listed firms that
wish to obtain refinancing in the future have to fulfill the requirement on
dividend payouts. The CSRC set a minimum payout level for the first time
in 2006. Cumulative dividends (including cash dividends and stock
dividends) paid during the three years before public financing should not be
less than 20% of average net income over the same three-year period. In
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2008, the CSRC modified this regulation by increasing the respective
payout level to 30%, and it excludes the option for stock dividends.

Capital gains are not taxed in China, but dividends were taxed at 20% prior
to 2005. The State Administration of Taxation (SAT) gradually removed the
individual income tax rate on dividends. As shown in Exhibit 4, for
individual investors who hold the stock for more than a year, the rate
became 10% in 2005 and was further reduced to 5% in 2013, and the
dividend tax was fully exempted as of Sept. 8, 2015. These policy changes
are examples of important steps to increase the likelihood of companies
making dividend payments, protect the interest of minority shareholders,
and encourage public investment.

For readers interested in finding out the dividend tax rates of shares
invested in China’s A share market through the QFII, RQFII, and Shanghai
Hong Kong Stock Connect Program, see the Appendix.

Exhibit 4: A Share Tax Rates for China’s Onshore Individual Investors and Securities
Investment Funds

HOLDING
PERIOD| BEFORE| 2005 TO| 2013 7O AS OF CURRENT WITHHOLDING
TAX TYPE SEPT. 7,| SEPT. 8,
OF 2005 2012 2015 2015 METHOD
SHARES
Capital o o o o Step 1: The listed company is
Gain Any 0% 0% 0% 0% required to temporarily withhold
Simonth  20%  20%  20%  20% 0% upon distribution of
dividends.
1 month 20% 10% 10% 10% Step 2: China Securities
to 1 year Depository & Clearing
Corporation (CSDCC) calculates
Cash the tax liability upon disposal of
Dividend listed shares by individual
>1 year 20% 10% 50 0% investors. Any unpaid tax will be

deducted from the individual's

account and passed on to the
listed company to file with its in-

charge tax authority.

Source: S&P Dow Jones Indices LLC. Notice on Some Issues Regarding Implementation of Different
Individual Income Tax Policies of Dividends and Bonuses in Listed Companies, Caishui (2015) No. 101
(Circular 101), jointly issued by the MOF, SAT, and CSRC on Sept. 7, 2015. Notice on Some Issues
Regarding Implementation of Different Individual Income Tax Policies of Dividends and Bonuses in
Listed Companies, Caishui (2012) No. 85 (Circular 85), jointly issued by the MOF, SAT, and CSRC on
Nov. 16, 2012. Notice on Policies Relating to Individual Income Tax on Dividends and Bonuses,
Caishui (2005) No. 102 (Circular 102), jointly issued by the MOF, SAT, and CSRC on June 13, 2005.
Table is provided for illustrative purposes.

S&P CHINA A SHARE DIVIDEND OPPORTUNITIES INDEX

The S&P China A Share Dividend Opportunities Index seeks to offer a
transparent, rules-based, diversified, tradable strategy for market
participants looking for exposure to China’s growth via dividends. The
index seeks to measure high-yielding, A share stocks traded on the
Shanghai or Shenzhen Stock Exchanges. The index was launched on
Sept. 11, 2008, showing a seven-year live track record of consistent
outperformance against the benchmark, the S&P China A BMI (see Exhibit
5).
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Exhibit 5: Wealth Curve — The S&P China A Share Dividend Opportunities
Index and the S&P China A BMI
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Source: S&P Dow Jones Indices LLC. Data as of Feb. 28, 2017. USD monthly total return versions of
the indices are used. Past performance is no guarantee of future results. Chart is provided for
illustrative purposes and reflects hypothetical historical performance. Please see the Performance
Disclosure at the end of this document for more information regarding the inherent limitations associated
with back-tested performance.

The S&P China A Share Dividend Opportunities Index not only seeks to
track stocks with high dividend yield, but it also applies quality assurance
for the sustainability of yields. The index aims to achieve “quality yields” by
requiring stocks to have positive trailing 12-month earnings, positive three-
year earnings growth, and stable or increasing three-year dividend growth.
Because of this construction methodology, the index may be attractive to
market participants for its total return, income generation, and potential for
downside protection.

Total Return

Exhibit 6 provides a detailed comparative overview of the S&P China A
Share Dividend Opportunities Index versus the S&P China A BMI, the
benchmark. The exhibit reveals that the S&P China A Share Dividend
Opportunities Index has outperformed the benchmark in terms of absolute
return and various measures of risk-adjusted returns, including the Sharpe,
Sortino, and MAR ratios! over the past 10, 5, and 3 years. Over the 10-
year period, the S&P China A Share Dividend Opportunities Index

! The Sharpe ratio reports the annual excess return of an index or strategy over the annualized return of the three-month U.S. Treasury Bill,
divided by the annualized standard deviation of monthly returns. The Sortino ratio reports the annual excess return of an index or strategy
over the annualized return of the three-month U.S. Treasury Bill, divided by the annualized standard deviation of negative asset returns.
The MAR ratio measures the annualized return over the maximum drawdown over the measurement period.
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produced a significant and positive alpha (76 bps per month or 9.6% per
year) against the benchmark. The performance gap does not decrease
when shorter and more recent time periods are examined—the index
shows consistent performance characteristics over the years.

Exhibit 6: Statistical Summary — The S&P China A Share Dividend Opportunities Index Versus
the S&P China A BMI

PAST 10 YEARS PAST 5 YEARS PAST 3 YEARS
S&P CHINA A S&P CHINA A S&P CHINA A

SUMMARY SHARE| S&P SHARE | S&P SHARE | S&P

STATS DIVIDEND| CHINA DIVIDEND | CHINA DIVIDEND | CHINA
OPPORTUNITI| ABMI| OPPORTUNIT| ABMI| OPPORTUNIT | A BMI

ES INDEX IES INDEX IES INDEX

Annual Return (%) 19.80  9.58 16.81 9.69 2773 16.73

Maximum

Drawdown (%) -60.60  -65.40 -36.90 -37.40 -36.90 -37.40

@/’;;wa' Volatility 3472  33.33 2961  28.26 3327 3118

Annual Downside

Volatlty (%) 19.98  20.69 17.64  18.49 19.44  20.54

Annual Skewness 002  -0.08 001  -0.12 006  -0.19

Monthly Alpha

Against the S&P 0.76 - 0.54 - 0.75 -

China A BMI (%)

T-Stats of Alpha 3.42 - 1.88 - 1.83 -

Beta to the S&P

China A BMI 1.01 ; 1.01 - 1.03 -

Correlation With

the S&P China A 0.97 - 0.97 - 0.97 -

BMI

Sharpe Ratio 0.55 0.27 0.56 0.34 0.83 0.53

Sortino Ratio 0.96 0.43 0.95 0.52 1.42 0.81

MAR Ratio 0.33 0.15 040 022 0.65  0.38

Source: S&P Dow Jones Indices LLC. Data as of Feb. 28, 2017. USD monthly total return versions of
the indices are used. Annualized returns are reported unless the time period is shorter than one year.
Past performance is no guarantee of future results. Table is provided for illustrative purposes and
reflects hypothetical historical performance. Please see the Performance Disclosure at the end of this
document for more information regarding the inherent limitations associated with back-tested
performance.

Income Generation

Exhibit 7 shows the trailing 12-month dividend yield of the S&P China A
Share Dividend Opportunities Index and the S&P China A BMI. During the
period studied, the yield of the S&P China A BMI ranged between
approximately 50 bps and 150 bps; while the yield of the S&P China A
Share Dividend Opportunities Index was generally between 200 bps and
300 bps.
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Exhibit 7: Trailing 12-Month Yield — The S&P China A Share Dividend
Opportunities Index Versus the S&P China A BMI
= S&P China A Share Dividend Opportunities Index
5.00 1 S&P China A BMI

4.00 1 Avg, 2.59%
f‘\ Avg, 1.21%
300 1\ L MW M ol
A V\l

2 2
& & & & & & & F

. Source: S&P Dow Jones Indices LLC. Data as of Feb. 28, 2017. Past performance is no guarantee of
Durmg the four bear future results. Chart is provided for illustrative purposes and reflects hypothetical historical
markets that performance. Please see the Performance Disclosure at the end of this document for more information
Chinese equities regarding the inherent limitations associated with back-tested performance.

have gone through, Although Chinese stocks have had lower yields than those of the

the S&P China A international markets, the additional yield provided by the S&P China A

Share D"{'F’e”d Share Dividend Opportunities Index has still added value to total long-term

3&2@2“;:3&3;3%)( equity returns. Over the past 10 years, 19.6% of the S&P China A BMI's
total return has been due to the reinvestment of dividends; the contribution

some level of
protection. has been 28.9% for the S&P China A Share Dividend Opportunities Index.

Potential for Downside Protection

Exhibit 8 illustrates the performance of the S&P China A Share Dividend
Opportunities Index versus the S&P China A BMI during bull and bear
markets over the past 11.5 years. During the four bear markets that
Chinese equities have gone through, the S&P China A Share Dividend
Opportunities Index always provided some level of protection. Take the
2008-2009 global financial crisis as an example. The S&P China A BMI
dipped 65% from November 2007 to October 2008, while the S&P China A-
Share Dividend Opportunities Index lost 57% over the same period (it
saved 8%).

During the bull markets, on the other hand, the S&P China A Share
Dividend Opportunities Index did not always outperform the S&P China A
BMI. One time it underperformed was from November 2008 to July 2009.
However, the underperformance was considered marginal, given the high
return of both indices over the 11-month period.

RESEARCH | Income 8
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Exhibit 8: Performance in Bull and Bear Markets

BEAR | BULL BEAR| BULL| BEAR| BULL| BEAR| BULL
ANNUAL AUG. | JUNE NOV.| NOV.| AUG.| DEC.| JUNE FEB.
RETURN (%)* | 2004- | 2005- 2007-| 2008-| 2009-| 2012-| 2015-| 2016-

MAY | OCT. oCT.| JuLy| Nov. MAY |  JAN. FEB.

2005* 2007 2008| 2009*| 2012 2015 | 2016* 2016
S&P China A
Share Dividend 1 15 1334 -56.89  129.29 0.00 6473 -42.10 24.75
Opportunities
Index
gf‘/l'lj ChinaA 5523 12506  -64.99 13368  -942 5391 -37.27  16.25
ANNUAL VOLATILITY (%)
S&P China A
Share Dividend ) ) 3549 4635 21.78 2373 2914 3858 17.27
Opportunities
Index
gf‘AT China A 2050 29.05 4323 1970 2518 2516 4205  16.98

Source: S&P Dow Jones Indices LLC. Data as of Feb. 28, 2017. USD monthly total return versions of
the indices are used. *Annualized returns are reported unless the time period is shorter than one year.
Past performance is no guarantee of future results. Table is provided for illustrative purposes and
reflects hypothetical historical performance. Please see the Performance Disclosure at the end of this
document for more information regarding the inherent limitations associated with back-tested
performance.

Further evidence of downside protection provided by the S&P China A
Share Dividend Opportunities Index is the downside volatility measure. As
illustrated in Exhibit 6, the volatility of the S&P China A Share Dividend
Opportunities Index has been higher than that of the S&P China A BMI in
different time periods. However, the downside volatility showed the
opposite. Market participants may find the S&P China A Share Dividend
Opportunities Index to be useful if they are more concerned with negative
divergences than positive ones.

CONCLUSION

Although China’s economic growth expectations have been lowered and
some short-term turbulence has been seen within the country’s equity
markets, there is a generally positive outlook on the country in the long run,
and underlying dividends could be expected to grow further. The S&P
China A Share Dividend Opportunities Index offers a relevant approach to
obtain exposure to the Chinese onshore equity markets in such an
environment, offering a combination of quality dividends with the aim of
capturing long-term growth prospects.
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APPENDIX

Dividend Tax for QFII, RQFII, and Shanghai Hong Kong Stock Connect Program Investors

For non-tax resident investors who have been investing in China’s A share market through the QFIl and
RQFII schemes or the Shanghai Hong Kong Stock Connect Program, the dividends received from
Chinese securities are subject to a withholding tax at a rate of 10%. Exhibits 9 and 10 illustrate the
Corporate and Individual Income Tax treatments on dividends received from A share companies
through the QFIl and RQFII schemes as well as the Shanghai Hong Kong Stock Connect Program
(Northbound).

Exhibit 9: A Share Tax Rates for Corporate and Individual Investors Through QFIl and RQFII Schemes

TAX TYPE HOLDg‘ESPFIIEARé(ég NOV. 17, 2009 -I;?; Nzgl\il AS OF NOV. 17, 2014 CURRENT WITHHOLDING METHOD
Capital Gain Any 10% 0% The listed company is required to withhold

10% upon distribution of dividends.
Cash If the recipient of the dividend is entitled to a
Dividend Any 10% lower treaty rate, they can apply to the in-

charge tax bureau of the payer for a refund.

Source: S&P Dow Jones Indices LLC. Notice on the Issues of Temporary Corporate Income Tax Exemption for Capital Gains Derived from
the transfer of PRC Shares and Equity Interests for QFlls and RQFlIs, Caishui (2014) No. 79 (Circular 79), jointly issued by the MOF, SAT,
and CSRC on Nov. 14, 2014. Notice of the SAT Concerning Corporate Income Tax Issues on Dividends Paid by Resident Enterprises to
QFlIs, Guoshuihan (2009) No.47 (Circular 47), jointly issued by the MOF, SAT, and CSRC on Jan. 23, 2009. Table is provided for illustrative

purposes.

Exhibit 10: A Share Tax Rates for Corporate and Individual Investors Through the Shanghai Hong Kong Stock Connect Program

(Northbound)
HOLDING
TAX TYPE PERIOD OF AS OF NOV2.01184 CURRENT WITHHOLDING METHOD
SHARES
Capital Gain Any 0% The listed company is required to withhold 10% upon distribution of dividends.
If the recipient of the dividend is tax resident in a country other than Hong Kong
gf\l/?gend Any 10% and entitled to a lower treaty rate, they can apply to the in-charge tax bureau of

the payer for a refund.

Source: S&P Dow Jones Indices LLC. Notice on relevant Tax Treatment for the Pilot Program of Shanghai-Hong Kong Stock Connect,
Caishui (2014) No. 81 (Circular 81), jointly issued by the MOF, SAT, and CSRC on Nov. 14, 2014. Table is provided for illustrative purposes.

Sector Decomposition of the S&P China A Share Dividend Opportunities Index Versus the
S&P China A BMI

Exhibit 11: Sector Decomposition

m S&P China A Share Dividend Opportunities Index S&P China A BMI
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Source: S&P Dow Jones Indices LLC.
illustrative purposes.

Data as of Sept. 30, 2015. Past performance is no guarantee of future results. Chart is provided for
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PERFORMANCE DISCLOSURE

The S&P China A Share Dividend Opportunities Index was launched on September 11, 2008. The S&P China A BMI was launched on
November 27, 2013. All information presented prior to an index’s Launch Date is hypothetical (back-tested), not actual performance. The
back-test calculations are based on the same methodology that was in effect on the index Launch Date. Complete index methodology details
are available at www.spdji.com.

S&P Dow Jones Indices defines various dates to assist our clients in providing transparency. The First Value Date is the first day for which
there is a calculated value (either live or back-tested) for a given index. The Base Date is the date at which the Index is set at a fixed value for
calculation purposes. The Launch Date designates the date upon which the values of an index are first considered live: index values provided
for any date or time period prior to the index’s Launch Date are considered back-tested. S&P Dow Jones Indices defines the Launch Date as
the date by which the values of an index are known to have been released to the public, for example via the company’s public website or its
datafeed to external parties. For Dow Jones-branded indices introduced prior to May 31, 2013, the Launch Date (which prior to May 31, 2013,
was termed “Date of introduction”) is set at a date upon which no further changes were permitted to be made to the index methodology, but
that may have been prior to the Index’s public release date.

Past performance of the Index is not an indication of future results. Prospective application of the methodology used to construct the Index
may not result in performance commensurate with the back-test returns shown. The back-test period does not necessarily correspond to the
entire available history of the Index. Please refer to the methodology paper for the Index, available at www.spdji.com for more details about
the index, including the manner in which it is rebalanced, the timing of such rebalancing, criteria for additions and deletions, as well as all
index calculations.

Another limitation of using back-tested information is that the back-tested calculation is generally prepared with the benefit of hindsight. Back-
tested information reflects the application of the index methodology and selection of index constituents in hindsight. No hypothetical record can
completely account for the impact of financial risk in actual trading. For example, there are numerous factors related to the equities, fixed
income, or commodities markets in general which cannot be, and have not been accounted for in the preparation of the index information set
forth, all of which can affect actual performance.

The Index returns shown do not represent the results of actual trading of investable assets/securities. S&P Dow Jones Indices LLC maintains
the Index and calculates the Index levels and performance shown or discussed, but does not manage actual assets. Index returns do not
reflect payment of any sales charges or fees an investor may pay to purchase the securities underlying the Index or investment funds that are
intended to track the performance of the Index. The imposition of these fees and charges would cause actual and back-tested performance of
the securities/fund to be lower than the Index performance shown. As a simple example, if an index returned 10% on a US $100,000
investment for a 12-month period (or US $10,000) and an actual asset-based fee of 1.5% was imposed at the end of the period on the
investment plus accrued interest (or US $1,650), the net return would be 8.35% (or US $8,350) for the year. Over a three year period, an
annual 1.5% fee taken at year end with an assumed 10% return per year would result in a cumulative gross return of 33.10%, a total fee of US
$5,375, and a cumulative net return of 27.2% (or US $27,200).
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GENERAL DISCLAIMER

Copyright © 2017 by S&P Dow Jones Indices LLC, a part of S&P Global. All rights reserved. Standard & Poor’'s ®, S&P 500 ® and S&P ® are
registered trademarks of Standard & Poor’s Financial Services LLC (“S&P”), a subsidiary of S&P Global. Dow Jones ® is a registered
trademark of Dow Jones Trademark Holdings LLC (“Dow Jones”). Trademarks have been licensed to S&P Dow Jones Indices LLC.
Redistribution, reproduction and/or photocopying in whole or in part are prohibited without written permission. This document does not
constitute an offer of services in jurisdictions where S&P Dow Jones Indices LLC, Dow Jones, S&P or their respective affiliates (collectively
“S&P Dow Jones Indices”) do not have the necessary licenses. All information provided by S&P Dow Jones Indices is impersonal and not
tailored to the needs of any person, entity or group of persons. S&P Dow Jones Indices receives compensation in connection with licensing its
indices to third parties. Past performance of an index is not a guarantee of future results.

It is not possible to invest directly in an index. Exposure to an asset class represented by an index is available through investable instruments
based on that index. S&P Dow Jones Indices does not sponsor, endorse, sell, promote or manage any investment fund or other investment
vehicle that is offered by third parties and that seeks to provide an investment return based on the performance of any index. S&P Dow Jones
Indices makes no assurance that investment products based on the index will accurately track index performance or provide positive
investment returns. S&P Dow Jones Indices LLC is not an investment advisor, and S&P Dow Jones Indices makes no representation
regarding the advisability of investing in any such investment fund or other investment vehicle. A decision to invest in any such investment
fund or other investment vehicle should not be made in reliance on any of the statements set forth in this document. Prospective investors are
advised to make an investment in any such fund or other vehicle only after carefully considering the risks associated with investing in such
funds, as detailed in an offering memorandum or similar document that is prepared by or on behalf of the issuer of the investment fund or
other vehicle. Inclusion of a security within an index is not a recommendation by S&P Dow Jones Indices to buy, sell, or hold such security,
nor is it considered to be investment advice.

These materials have been prepared solely for informational purposes based upon information generally available to the public and from
sources believed to be reliable. No content contained in these materials (including index data, ratings, credit-related analyses and data,
research, valuations, model, software or other application or output therefrom) or any part thereof (Content) may be modified, reverse-
engineered, reproduced or distributed in any form or by any means, or stored in a database or retrieval system, without the prior written
permission of S&P Dow Jones Indices. The Content shall not be used for any unlawful or unauthorized purposes. S&P Dow Jones Indices and
its third-party data providers and licensors (collectively “S&P Dow Jones Indices Parties”) do not guarantee the accuracy, completeness,
timeliness or availability of the Content. S&P Dow Jones Indices Parties are not responsible for any errors or omissions, regardless of the
cause, for the results obtained from the use of the Content. THE CONTENT IS PROVIDED ON AN “AS IS” BASIS. S&P DOW JONES
INDICES PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY
WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE
ERRORS OR DEFECTS, THAT THE CONTENT’'S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE
WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Dow Jones Indices Parties be liable to any party for any
direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses
(including, without limitation, lost income or lost profits and opportunity costs) in connection with any use of the Content even if advised of the
possibility of such damages.

S&P Dow Jones Indices keeps certain activities of its business units separate from each other in order to preserve the independence and
objectivity of their respective activities. As a result, certain business units of S&P Dow Jones Indices may have information that is not available
to other business units. S&P Dow Jones Indices has established policies and procedures to maintain the confidentiality of certain non-public
information received in connection with each analytical process.

In addition, S&P Dow Jones Indices provides a wide range of services to, or relating to, many organizations, including issuers of securities,

investment advisers, broker-dealers, investment banks, other financial institutions and financial intermediaries, and accordingly may receive
fees or other economic benefits from those organizations, including organizations whose securities or services they may recommend, rate,

include in model portfolios, evaluate or otherwise address.
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