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Our Group is offering different investment choice series. Changes to Investment
Strategy and / or Investment Choice Switching are only permitted within the same
series.

I. Definition of With Portfolio Rebalancing after investment choice switching:

¢ |If the clients choose Portfolio Rebalancing after investment choice switching in the Investment Choice
Change Form, the portfolio weighting of each investment choice after every investment choice
switching will follow the latest target investment allocation requested by the clients. As a result, the
overall portfolio will be rebalanced.

e Before investment choice switching, the unit prices of individual investment choices may go up or
down, and the investment choice weighting in the overall portfolio may deviate from the latest target
investment allocation requested by the clients. When portfolio rebalancing after investment choice
switching occurs, the number of units of individual investment choice may be increased or
reduced in order to achieve the clients’ target investment allocation.

Features of With Portfolio Rebalancing:

e From a macro point of view, clients can fully control their own investment portfolio and clearly
understand their asset allocation positions (i.e. the respective percentage weighting of each investment
choice in the overall portfolio). It would be easier for clients to manage and diversify investment risks.



e After each investment choice switching, the overall portfolio will be rebalanced. The profit will be
taken out for the overvalued investment choices, to lock in the previous gain; while the undervalued
investment choices will be bought on weakness to capture the future upside potential.

¢ Clients can easily adopt “the Life-stage Investment Concept”: At policy inception or with long investment
horizon, clients can put higher portfolio weighting on equities to reap the long-term upside potential of
stock markets. While near policy maturity or with short investment horizon, clients can flexibly switch
higher portfolio weighting to bonds and cash to lock in the previous potential profits. As a result, clients
can maintain the stability of the overall portfolio and reduce the downside risk of their assets.

Simulation case:

e Ms. Chan acquired a unit-linked insurance plan from our Company on 01/05/2009. She invested in the
following investment choices:

Investment Choice A 30%
Investment Choice B 30%
Investment Choice C 40%

e Five months later (i.e. 01/10/2009), Ms. Chan wanted to adjust her portfolio to seek better capital
growth potential.

e After a thorough consideration, Ms. Chan believed that Investment Choice D has a higher return
potential. However, she still plans to keep Investment Choice C to reap the investment opportunities of
the relevant market. As a result, Ms. Chan continues to keep Investment Choice C and reallocate the
rest into Investment Choice D. Her latest investment allocation is as followings:

— Original allocation Latest allocation

Investment Choice A 30%
Investment Choice B 30%
Investment Choice C 40% 40%
Investment Choice D 60%

e Based on her own wish, Ms. Chan chose to fill in Portfolio Rebalancing after investment choice switching
in the Investment Choice Change Form and made the below investment choice switching:

Investment choice code Percentage*

1.C 40%
2.D 60%

e Assume Ms. Chan acquired our unit-linked product on 01/05/2009.

Investment choice name Investment Investment Investment
Choice A Choice B Choice C

Investment allocation 30% 30% 40%
Number of units 30,000 30,000 40,000
Unit price (US$, Bid Price) 1.0000 1.0000 1.0000
Investment choice account value US$30,000 US$30,000 US$40,000

Total investment account value = US$30,000 + US$30,000 + US$40,000 = US$100,000

e Assume unit prices and the corresponding asset weighting changed on 01/10/2009.

T oy Investment Investment Investment Investment
Choice A Choice B Choice C Choice D

Number of units 30,000 30,000 40,000

Unit price (US$, Bid Price) 1.5000 2.0000 1.8750 N/A
Investment choice account value US$45,000 US$60,000 US$75,000 N/A
Current asset weighting o o o

@01/10/03** 25% 33% 42% N/A

Total investment account value = US$45,000 + US$60,000 + US$75,000 = US$180,000

Latest target ' 0% 0% 40% 60%
investment allocation

* Minimum percentage for
each investment choice is
10% and in whole number,
the aggregate for all
investment choices must be
100%.

** |Investment choice switching
date (valuation date) is the
Working Days immediately
following the receipt of the
Investment Choice Change
Form by the Company.
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Why the number of units will be reduced after investment choice switching?

¢ In order to achieve the latest target investment allocation (Investment Choice C will account for 40%),
the number of units of Investment Choice C should be = (US$180,000 x 40%) / US$1.8750 = 38,400
(less than the original number of units: 40,000)

¢ Hence, a portion of units of Investment Choice C will be sold off. The number of units of the
investment choice will be reduced from 40,000 to 38,400.

Il. Definition of Without Portfolio Rebalancing after investment choice switching:

¢ |If the clients choose without Portfolio Rebalancing after investment choice switching in the Investment
Choice Change Form, after every investment choice switching, individual investment choice(s) will be
switched out based on the percentage of assets indicated by clients and then reallocated the proceeds
to other assigned investment choice(s). However, the overall portfolio will not be rebalanced under this
kind of investment choice switching method.

Features of Without Portfolio Rebalancing:

e From a micro point of view (focused on individual investment choice(s), the key is to withdraw a
certain percentage of assets from individual investment choice(s) and reallocate the proceeds to other
investment choice(s).

e Clients do not clearly know their overall asset allocation positions (i.e. the respective percentage
weighting of each investment choice in the whole portfolio). It is relatively not easy to manage and
diversify investment risks from an overall perspective.

¢ However, since there is no portfolio rebalancing after investment choice switching, the chance of
changing the number of units of individual unswitched investment choice(s) will be minimized.

HREREER (F8)

BRER
BABSRERKI18 RAESRHR 24 - 2712
T35 1 (852) 25353500 {HHE :(852) 2967 1384  #34t : http://www.zurich.com.hk

HEESEIENHEER
BEENEGEHUNAEMP O3
B35 1 (852) 37101888 {HHE: (852) 2519 6836

Zurich Insurance Group (Hong Kong) @ Z U Rl C H )

Head Office -
24-27/F, One Island East, 18 Westlands Road, Island East, Hong Kong ,_ié\* ?Jg 'Iﬁ
Tel: (852) 2535 3500  Fax: (852) 2967 1384  Web Site: http:/Awww.zurich.com.hk

. . ®
Main Agency Office Because Change ha,openZ
13/F, Wharf T&T Centre, Harbour City, Kowloon, Hong Kong

Tel: (852) 3710 1888 Fax: (852) 2519 6836 LtE B EE#



