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There were no positive performing sectors during the month of October in both US and Hong Kong equity markets. The S&P 500 Index and the Hang Seng Index
returned -16.8% and -22.4%, respectively. Bond market was also under pressure and the Barclays Capital Credit Index widened 116 basis points during the
month.

The fund had another month of negative returns as all equity markets had large negative returns. US bonds spreads widened further pushing bond returns into
negative territory as well. Higher than normal cash levels helped to cushion marginally against the fall in equities and bond portfolios.

The outlook continues to be challenging with recession looming large, equity earnings being revised down, ratings being cut for several bond issuers and
corporate defaults rising. The asset class doing well is Government bonds due to a flight to safety. Capital preservation has come into focus in recent months and
we are running asset allocations in a way that helps us achieve that, given market volatility and an extremely challenging market environment.
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The guaranteed rate of return for amounts contributed to the Fund after 30 September 2004 was revised. The revised guarantee rate would be the “new applicable rate”, which is currently set at 1% p.a. The guaranteed rate of return for amounts contributed
to the Fund on or before 30 September 2004 remains unchanged (i.e. either 4% or 5% p.a. ,as applicable). The Guarantor of the capital and the return of this fund is Principal Insurance Company (Hong Kong) Limited. The guarantee of capital and return will only
be offered if the contributions invested are withdrawn upon the occurrence of a “qualifying event”, which is the receipt by the Guarantor through the Trustee of a valid claim of all the accrued benefits of the member upon satisfying any of the following
conditions: a) Attainment of the normal retirement age or retirement at or after the early retirement age but before the normal retirement age b) Total incapacity ¢) Death d) Permanent departure from Hong Kong €) Claim of “small balance”. The above
conditions (a) to (e) apply to employee members, self-employed persons and “preserved account holders” f) Termination of the Member's employment (regardless of the reason for termination) and the continuous period for which the Member has been investing
in the Underlying Fund (through the Guaranteed Fund) up to and including the last date of his employment (“qualifying period") is at least 36 complete months. (This only applies if the Member is employed in a company participating in the Master Trust). The
qualifying period may also be re-set to zero if the Member (or his representative) effects a redemption, switching out or withdrawal of investments from the Guaranteed Fund other than upon the occurrence of a qualifying event. For the avoidance of doubt,
condition (f) does not apply to self-employed Members or preserved account holders. If a redemptlon switchin dq out or withdrawal of the units of the fund s effected other than the occurrence of a qualifying event as stated above, the guarantee will be affected.
The Guarantor of the capital and the return for this fund is Principal Insurance Company (Hong Kong) Limited. Special terms and conditions apply regarding how the guarantee operates. Please refer to the Principal Brochure including the illustrative examples
for full details of how the guarantee operates.
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The purpose of FER s to provide a measure of the total level of expenses incurred in investing through a fund, including the costs incurred at lower level collective investment schemes but not including those expenses paid directly by the scheme member.
RANBAR  BERMEFRRMARE BRNSHAEREREHHC00RIRAE -

Investment involves risk. Past performance is not indicative of future performance. Please refer to the Principal Brochure of the Principal MPF Scheme Series 600 for further details.
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