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Manager’'s Report

The ETFS Physical Gold ETF (the “Fund”) is an exadetraded fund listed on The Stock Exchange ofgHon
Kong Limited (the “SEHK”). The investment objeatiwf the Fund is to provide investment resultspteefees
and expenses, that closely correspond to the pesfure of the afternoon session of the twice dailpffthe price

of an ounce of gold (the "IBA Gold Fix") publishég the ICE Benchmark Administration (the “IBA”).n lorder

to achieve the investment objective, the Fund milgnacquires and holds physical gold bullion.

We are pleased to present the third report of threlFor the year ended 31 December 2015.
Fund Performance

As at 31 December 2015, the net asset value (“NA1) unit of the Fund was USD 104.951450 and 20,008
were outstanding. The total net assets attribatabunitholders of the Fund was approximately (23I99,029.

Market Commentary

The price of gold declined 10.6% in 2015, as imprg\global economic data in the final three morahthe year
lifted risk appetite, prompting a less defensiwestment stance. Price weakness was driven bstregth of the
US Dollar which in turn was driven by expectatiarfsrising interest rates, and steep falls in Chéneguity
markets. Gold supply moderated, as mine suppliraetfor the first time since 2008, alongsideifajlrecycling.
Recycling of jewellery into the gold market remawsak and gold miners have been cutting back oaresipn
plans, reducing current and potential future sugjle to the depressed gold price. The majoritgerhand
growth for gold came from the official sector: aahtbanks boosted demand by 15% in 2015, with Chimave
in July to regularly report gold holdings a watedlevent. Gold dominates flow trends in the prezimetals
sector, accounting for over 80% of the flows in Bxege Traded Products (“ETPs”). While ETP investeere
large physical sellers over the period, the 133iésrof outflows in 2015 was 28% less than the owtlin 2014.
Despite ETP divestment, overall investment demasé 15% from a year earlier. The supply of gottkezned
from ETPs has been largely absorbed by consumeami&nparticularly from China. China’s imports afld
through Hong Kong rose to the highest level in tears in 2015, rising 3.1%. While currency weaknasd
declining equity markets buoyed demand, the 77ddsrof imports fell short of the record 1,108 t®recorded
in 2013.

The intelligent alternative.




ETFS Physical Gold ETF U

Reports and Financial Statements
For the year ended 31 December 2015

Trustee’s Report to the Unitholders of ETFS Physgd ETF (“the Fund”)

Securities

We hereby confirm that, in our opinion, the Managiethe Fund has, in all material respects, mandgedund in
accordance with the provisions of the trust deg¢ddl& September 2012 (the “Principal Deed”) anckipental
deeds dated 1 November 2012, 19 January 2015 ahth&h 2015 (the “Supplemental Deeds”) (collectjyehe
“Trust Deed”) for the year ended 31 December 2015.

For and on behalf of
HSBC Institutional Trust Services (Asia) Limited
22 April 2016

Authorised signatory Authorised signatory
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Independent Auditor's Report to the Unitholder&£d#S Physical Gold ETF (“the Fund”)

Report on the Financial Statements

We have audited the accompanying financial stat&sy&ETFS Physical Gold ETF (the “Fund”) set ontpages
6 to 22, which comprise the statement of finanp@ition as at 31 December 2015, and the stateafigmbfit or
loss and other comprehensive income and statemeahtanges in equity for the year then ended, asdnamary
of significant accounting policies and other explamy information.

Trustee’s and Manager’'s Responsibility for the Finacial Statements

The Trustee and the Manager of the Fund are redgperiisr the preparation of financial statements tifive a true
and fair view in accordance with International Fical Reporting Standards, and for such internatrob as the
Trustee and the Manager determine is necessanatuesthe preparation of financial statementsdhatiree from
material misstatement, whether due to fraud orerro

In addition, the Trustee and the Manager are resplenfor ensuring that the financial statementghef Fund
comply with the relevant disclosure provisions bé tTrust Deed, as amended, and the relevant diselos
requirements set out in Appendix E to the Hong K@ogle on Unit Trusts and Mutual Funds issued byHbeg
Kong Securities and Futures Commission (“the Cade”)

Auditor’'s Responsibility

Our responsibility is to express an opinion on ¢hfisancial statements based on our audit. Thiertds made
solely to you, as a body, and for no other purpdd& do not assume responsibility towards or acliaplity to
any other person for the contents of this report.

We conducted our audit in accordance with Inteomati Standards on Auditing. Those standards redbat we
comply with ethical requirements and plan and perfthe audit to obtain reasonable assurance aboether the
financial statements are free from material misstent.

An audit involves performing procedures to obtairdifi evidence about the amounts and disclosurethén
financial statements. The procedures selectedndepe the auditor's judgement, including the assess of the

risks of material misstatement of the financiakesteents, whether due to fraud or error. In makhmgse risk

assessments, the auditor considers internal comti@lant to the entity’s preparation of finan@gttements that
give a true and fair view in order to design aydcedures that are appropriate in the circumstrmg not for

the purpose of expressing an opinion on the effeéss of the entity’s internal control. An aualgo includes
evaluating the appropriateness of accounting paiased and the reasonableness of accounting egtimade by
the Trustee and the Manager, as well as evalutitingverall presentation of the financial staterment

We believe that the audit evidence we have obtaimadfficient and appropriate to provide a basisdur audit
opinion.
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Independent Auditor's Report to the Unitholders&d#S Physical Gold ETF (“the Fund”) (Continued)

Opinion

In our opinion, the financial statements give aetand fair view of the financial position of therféuas at
31 December 2015, and of its financial transacti@nd cash flows for the year then ended in accamlavith
International Financial Reporting Standards.

Report on disclosure requirements under the Code

We report that the financial statements have beepeply prepared in accordance with the relevastidsure
provisions of the Trust Deed, as amended, andelbgant disclosure requirements set out in the Code

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

22 April 2016
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Statement of Financial Position as at 31 Decemb#b 2

31 December 2015 31 December 2014

Notes usD usD

Assets
Commaodity 5,8 2,099,626 2,379,726
Financial assets at fair value through profit @slo 6, 8 103 116
Total Assets 2,099,729 2,379,842
Liability
Provision for management fee 14 700 838
Total Liability 700 838
Total Equity 2,099,029 2,379,004
Net asset value per Unit based on 20,000

(2014: 20,000) Units outstanding 7 104.951450 118.950196

The financial statements on pages 6 to 22 wereoapgrby and authorised for issue by the Manager and
Trustee on 22 April 2016.

For and on behalf of the Manager, For and on betidle Trustee,
ETF Securities (HK) Limited HSBC Institutional TtuServices (Asia) Limited

The notes on pages 9 to 22 form part of these dinagtatements.

The intelligent alternative.




ETFS Physical Gold ETF N\

Reports and Financial Statements - i
For the year ended 31 December 2015

Securities

Statement of Profit or Loss and Other Compreherisiveme for the year ended 31 December 2015

Year Ended Year Ended
31 December 2015 31 December 2014

Notes USD USD

Realised loss from commodity 5 (4,265 (3,461)

Net unrealised loss from commaodity 5 (266,743 (507)
Net unrealised loss from financial assets at faine

through profit or loss 6 (13) (2)

Net investment losses (271,021 (3,970)

Management fee 14 (8,954 (9,808)

Total operating expenses (8,954 (9,808)

Loss and total comprehensive income for the year (279,975 (13,778)

The notes on pages 9 to 22 form part of these dinhgtatements.
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Statement of Changes in Equity for the year endeDeé&ember 2015

Note Year Ended Year Ended
31 December 2015 31 December 2014
uUsD uUsbD
Balance at the beginning of the year 2,379,004 2,392,782
Net movement in equity attributable to unitholders
- Loss and total comprehensive income for the year 279,075) (13,778)
Balance at the end of the year 7 2,099,029 2,379,004

The notes on pages 9 to 22 form part of these diaagtatements.
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Notes to the Financial Statements

1. General

ETFS Physical Gold ETF (the “Fund”) is a unit trasnstituted by the trust deed dated 5 SeptembE2 %be
“Principal Deed”) and supplemental deeds dated teNdoer 2012, 19 January 2015 and 20 March 2015 (the
“Supplemental Deeds”) (collectively, the “Trust DEebetween ETF Securities (HK) Limited as managke
“Manager”) and HSBC Institutional Trust Servicessi@ Limited as trustee (the “Trustee”). The TrDskd is
governed by the laws of Hong Kong. The Fund i®&rhange traded fund (“ETF”) managed by the Manager
and authorised as a collective investment schentadecurities and Futures Commission of Hong King
“SFC") under section 104 of the Securities and FaguOrdinance. The Fund has been listed on ThekSto
Exchange of Hong Kong Limited (the “Stock Exchar)geice 28 November 2012.

The investment objective of the Fund is to proviaestment results, before fees and expenseschbsely
correspond to the performance of the afternoorisess the twice daily fix of the price of an ouncggold (the
“IBA PM Gold Fix") published by the ICE Benchmarkd#inistration (the “IBA"). In order to achieve the
investment objective, the Fund primarily acquired aolds physical gold bullion. Prior to 20 Mar2015, the
Manager utilized the “London PM Fix” as its benchiknor valuation purposes. The London PM Fix priice
gold was set using the afternoon session of theetwliaily fix of the price of gold by five market hkiag
members of the LBMA which occurred at approximatgip0 PM London time, on each working day. The
London PM Fix was discontinued on 19 March 2015.

Subject to its investment and borrowing restricgiothe Fund may hold interests in precious metaFsET
acceptable to the Manager. Such precious metas'Hifestment objectives shall be to reflect thefgpenance
of the price of gold bullion. Such precious mdEdlFs initially include those managed by the ETFuUgides
group in the US and listed on the New York Stockhange and do not comprise more than 10% of thd'&un
net asset value at any time. They are all phygitalcked by gold bullion and do not include shwrteveraged
ETFs.

Except as stated above, the Fund will not investtirer types of investments - including, but natited to
derivative futures contracts, options, swaps, wasrand other financial instruments, local curreang foreign
currency exchange contracts, and other securifié® Fund will not lend its bullion nor engage my&ind of
stock lending activities or repurchase transactions

The functional currency of the financial statemergsUnited State dollars (*USD”), which is also the
presentation currency. All amounts have been redrd the nearest dollar, unless otherwise indicate

2. Significant Accounting Policies

The financial statements have been prepared irrdaaoe with IFRSs on the historical cost basis jgixfe the
commodity, and financial assets at fair value tfoprofit or loss that are measured at fair valassexplained
in the accounting policies set out below. Histakicost is generally based on fair value of thesm®ration
given in exchange for asset and liability.

Fair value measurement principles

Fair value is the price that would be receivedeiban asset or paid to transfer a liability incxderly transaction
between market participants at the measurement dagardless of whether that price is directly obsele or
estimated using another valuation technique. timesing the fair value of an asset or a liabiliye Fund takes
into account the characteristics of the assetabilify if market participants would take those kdweristics into
account when pricing the asset or liability at theasurement date. Fair value for measurement rand/o
disclosure purposes in these financial statemerdstermined on such a basis.
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Notes to the Financial Statements (Continued)

2. Significant Accounting Policies (Continued)

In addition, for financial reporting purposes, faalue measurements are categorised into Levelot,based
on the degree to which the inputs to the fair vah@asurements are observable and the significdribe mputs
to the fair value measurement in its entirety, Wrace described as follows:

. Level 1: Inputs that are quoted market prices (justeld) in active markets for identical assets or
liabilities;
. Level 2: Inputs other than quoted prices includétiiw Level 1 that are observable either direcilg.(as

prices) or indirectly (i.e. derived from pricesJThe category includes instruments valued usingteglio
market price in active markets for similar instrum®e quoted prices for identical or similar instemts
in markets that are considered less than activegtloer valuation techniques in which all signifitan
inputs are directly or indirectly observable fromanket data;

. Level 3: Inputs that are unobservable. This categacludes all instruments for which the valuation
technique includes inputs not based on observadtie ahd the unobservable inputs have a significant
effect on the instrument’s valuation. This catggacludes instruments that are valued based oteduo
prices for similar instruments but for which sigeéint unobservable adjustments or assumptions are
required to reflect differences between the insenits.

The principal accounting policies are set out below

Commodity
Commaodity comprises gold bullion. The gold bullisrcarried at fair value through profit or loss.

Effective 20 March 2015, the fair value of gold llmr is measured based on the IBA PM Gold Fix.oPto
20 March 2015, the fair value of gold bullion wasasured based on the London PM Fix for gold. Ttange
in fair value is recorded in profit or loss.

Financial instruments
Recognition and initial measurement

Financial assets are recognised in the statemefiharicial position when the Fund becomes a partyhe
contractual provisions of the instruments.

Financial assets are initially measured at faiugal Transaction costs that are directly attribietab the
acquisition or issue of financial assets (othentli@ancial assets at fair value through profitass) are added to
or deducted from the fair value of the financiadeds, as appropriate, on initial recognition. Beation costs
directly attributable to the acquisition of finaaciassets at fair value through profit of loss gised
immediately in profit or loss.
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Notes to the Financial Statements (Continued)

2. Significant Accounting Policies (Continued)
Financial instruments (Continued)
Classification

The Fund’s investment in precious metal ETFs issifeed into financial assets at fair value throymgbfit or
loss (“FVTPL"). The classification depends on treure and purpose of the financial assets andteymined
at the time of initial recognition. All regular wgurchases or sales of financial assets are ressgyrand
derecognised on a trade-date basis. Regular wahases or sales are purchases or sales of fihassets that
require delivery of assets within the time framelkkshed by regulation or convention in the maplaate.

A financial asset is designated as at FVTPL updraimecognition if:

. such designation eliminates or significantly resti@ measurement or recognition inconsistency that
would otherwise arise; or

. the financial asset forms part of a group of fiiahassets or financial liabilities or both, which
managed and its performance is evaluated on avhlire basis, in accordance with the Fund's
documented risk management or investment strategy,information about the grouping is provided
internally on that basis; or

. it forms part of a contract containing one or membedded derivatives, and IA® Financial
Instruments: Recognition and Measurement permits the entire combined contract (asset oililig) to be
designated as at FVTPL.

Financial assets at FVTPL are stated at fair vakith, changes in fair value from remeasurementgeised in
profit or loss. Fair value is determined in thenmer described in note 12

Derecognition

The Fund derecognises a financial asset only wierdntractual rights to cash flows from the assepire, or
when it transfers the financial asset and substhntll the risks and rewards of ownership of dusets to
another entity.

On derecognition of a financial asset in its etyfir¢he difference between the asset’s carryinguarhand the
sum of the consideration received and receivaldecamulative gain or loss that had been recogrdgedtly in
other comprehensive income and accumulated inyeguiecognised in profit or loss.
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Notes to the Financial Statements (Continued)

2. Significant Accounting Policies (Continued)
Unitsin issue

The Fund classifies financial instruments issuefir@cial liabilities or equity instruments in acdance with
the substance of the contractual terms of theunsgnts.

A puttable financial instrument that includes atcactual obligation for the Fund to repurchaseeateem that
instrument for cash or another financial asselassified as equity if it meets all of the followiconditions:

. it entitles the holder to a pro rata share of thed™ net assets in the event of the Fund’s ligioda
. it is in the class of instruments that is subortd#na all other classes of instruments;
. all financial instruments in the class of instrusetinat is subordinate to all other classes ofumsénts

have identical features;

. apart from the contractual obligation for the Fundrepurchase or redeem the instrument for cash or
another financial asset, the instrument does notudle any other features that would require
classification as a liability; and

. the total expected cash flows attributable to tistrument over its life are based substantiallytien
profit or loss, the change in the recognised ngtasor the change in the fair value of the recmghand
unrecognised net assets of the Fund over thefliteednstrument.

In addition to the units created by the Fund megeéh of the above conditions, the Fund must haveother
financial instrument or contract that has:

. total cash flows based substantially on the pmafitoss, the change in the recognised net assdteor
change in the fair value of the recognised andagtised net assets of the Fund; and

. the effect of substantially restricting or fixingetresidual return to the redeemable unitholders.

The Fund’s units meet these conditions and arsifiled as equity instruments.
Provisions

A provision for management fee is recognised wherRund has a present obligation (legal or conste)cas a
result of a past event, and it is probable thatRbed will be required to settle that obligationgdaa reliable
estimate can be made of the amount of the obligatibhe provision is measured at the best estimfthe

consideration required to settle the present otitigaat the end of the reporting period, takingpiatcount the
risks and uncertainties surrounding the obligation.
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Notes to the Financial Statements (Continued)

2. Significant Accounting Policies (Continued)
Expenses

All expenses are recognised in profit or loss oraacruals basis. The management fee is paid byuhe
through in kind of gold bullion to the Manager.

Foreign currencies

In preparing the financial statements of the Furahsactions in currencies other than the functionaency of
the Fund (foreign currencies) are recorded in timetional currency (i.e. the currency of the priynaconomic
environment in which the Fund operates) at thesrateexchanges prevailing on the dates of the aciimns. At
the end of the reporting period, monetary itemsod&nated in foreign currencies are retranslatethatrates
prevailing at that date. Non-monetary items cdraefair value that are denominated in foreigrrencies are
retranslated at the rates prevailing on the datenvthe fair value was determined. Non-monetamstéhat are
measured in terms of historical cost in a foreigmency are not retranslated.

Exchange differences arising on the settlementafatary items, and on the retranslation of monetargs, are
recognised in profit or loss in the period in whibBy arise.

Related parties
(@) A person, or a close member of that persomsiyais related to the Fund if that person:

® has control or joint control over the Fund;
(i) has significant influence over the Fund; or
(iir) is a member of the key management personh&leFund or the Fund’s parent.

(b) An entity is related to the Fund if any of fedowing conditions applies:

® The entity and the Fund are members of the sgnoeip (which means that each parent,
subsidiary and fellow subsidiary is related to otigers).

(i) One entity is an associate or joint ventureha other entity (or an associate or joint ventfra
member of a group of which the other entity is aner).

(iii) Both entities are joint ventures of the sathied party.

(iv) One entity is a joint venture of a third eptind the other entity is an associate of the third
entity.

(V) The entity is a post-employment benefit plantfee benefit of employees of an entity related to
the Fund.

(vi) The entity is controlled or jointly controlldaly a person identified in (a).

(vii) A person identified in (a)(i) has significaimfluence over the entity or is a member of thg ke
management personnel of the entity (or of a parktite entity).

Close members of the family of a person are thaggly members who may be expected to influenceyeor
influenced by, that person in their dealings wité éntity.
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Notes to the Financial Statements (Continued)

3. Changes in accounting policies

Except for the changes below, the Fund has condligtapplied the accounting policies as set outdte 2 to all
periods presented in these financial statements.

The Fund has adopted the following amendmentsatedards, including any consequential amendmerdaghtr
standards, with a date of initial application afdhuary 2015.

. Annual Improvements to |FRSs 2010-2012 Cycle
. Annual Improvements to IFRSs 2011-2013 Cycle

The Fund has not applied any new standard or irgoon that is not yet effective for the curretounting
period. Impacts of the adoption of the amendedSi&-Rre discussed below:

Annual Improvements to IFRSs 2010-2012 Cycle and 2@-2013 Cycle

These two cycles of annual improvements contaimnaments to nine standards with consequential amenttm
to other standards. Among them, IAS Rélated party disclosures has been amended to expand the definition
of a “related party” to include a management entitt provides key management personnel serviceketo
reporting entity, and to require the disclosuretlod amounts incurred for obtaining the key manageéme
personnel services provided by the managemenyeriiitese amendments do not have an impact onuthe’$-
related party disclosures as they are consistehtthé disclosures presented by the Fund.

4. Taxation

As the Fund has been authorised as a collectivesiment scheme by the SFC under section 104 of the
Securities and Futures Ordinance, profits of thadrFarising from the sale or disposal of bullionpoécious
metal(s), net investment income received by oruwaegrto the relevant Fund and other profits of Fumd are
exempt from Hong Kong profits tax under Section 2@A) of the Hong Kong Inland Revenue Ordinance.
Accordingly, no provision for Hong Kong Profits Thas been made in the financial statements

5. Commodity

31 December 2015 31 December 2014
uUsD usD
Gold bullion at beginning of year 2,379,726 2,393,496
Management fee settled by gold bullion (9,092) (9,802)
Realised loss from gold bullion (4,265) (3,461)
Net unrealised loss from gold bullion (266,743) (507)
Gold bullion at end of year 2,099,626 2,379,726
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6. Financial assets at fair value through profit or Iss

Precious metal ETFs at beginning of year
Net unrealised loss from precious metal ETFs

Precious metal ETFs at end of year

7. Units

Number of Units

Opening balance

Units created

Units redeemed

Closing balance at as at 31 December

Net asset value as at 31 December

Net asset value per unit as at 31 December

31 December 2015

31 December 2014

usD usD
116 118
(13) (2
103 116
Year Ended Year Ended
31 December 2015 31 December 2014
20,000 20,000
20,000 20,000

USD 2,099,029

USD 2,379,004

US®»30450

USD 118.950196

Persons who may apply to the Manager for the aneaind redemption of units of the Fund at any tane
called “Participating Dealers”. Individual invessacannot purchase or redeem units in direct tcioses with
the Fund but are able to buy and sell units thrdeagting on the Stock Exchange.

A Participating Dealer is a person who (1) mustitensed to carry on business Type 1 (Dealing icu8ges)
regulated activity pursuant to the Securities anthifes Ordinance with a business presence in HargK(2)
must be acceptable to the Trustee, (3) must berticipant in Central Clearing and Settlement System
("CCASS"), and (4) must maintain a Participatingall@ Unallocated Account with the custodian itselfits

nominated affiliate.

The creation and redemption of units is only madexchange for the delivery to the Fund or therithistion by
the Fund of the amount of gold bullion or precioustal ETFs represented by the units being created o

redeemed.
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Notes to the Financial Statements (Continued)

8. Financial Risk Management

The investment objective of the Fund is to prowvigeestment results, before fees and expensesckhsely
correspond to the performance of the IBA Gold 2@14: London PM Fix).

The Fund mainly holds gold bullion and precious ah&TFs which are considered a commodity and fii@nc
assets at FVTPL respectively. The Fund’s investmare exposed to various types of risks includiragket
risk, credit risk and liquidity risk.

The Fund's overall financial risk management progfacuses on the analyses, evaluation and managermen
financial risks and seeks to minimise potentialeadg effects on the Fund'’s financial performance.

The risk and respective risk management policiepleyad by the Fund to manage these risks are diedus
below.

@ Market risk

Market risk arises when the fair value and futwasicflows of commodity and financial assets at FNTP
will fluctuate because of changes in market prinekides currency risk, price risk and interese nagk.

(1) Currency risk

Currency risk is the risk that the value of theestments will fluctuate due to changes in foreign
exchange rates. The Fund’s overall currency mostare monitored on a daily basis by the Manager.

As at 31 December 2015 and 2014, the Fund’s mgnetssets and liabilities were predominantly
denominated in the functional currency. Thereftrere is minimal exposure to currency risk.
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Notes to the Financial Statements (Continued)

(i)

(iii)

Financial Risk Management (Continued)
Pricerisk

Price risk is the risk that the value of the inmastts will fluctuate as a result of changes iniB¥ Gold
Fix (2014: London PM Fix). Those changes may hesed by a number of unpredictable factors such as
international, economic, monetary and politicatdas.

The Fund holds gold bullion and precious metal ETBsits are created/redeemed by receipt/transgfer o
gold bullion.

The Fund’s price risk arises from gold bullion gmwdcious metal ETFs. As at 31 December 2015gif th
IBA Gold Fix (2014: London PM Fix) and the markeice of precious metal ETFs had been 5% (2014:
5%) higher or lower with all other variables helthstant, the total equity would have been impaated
follows:

As at 31 December 2015
Increase / decrease

Fair Value Exposure total equity
usD usD
Commodity 2,099,626 104,981
Financial assets at FVTPL 103 5
2,099,729 104,986

As at 31 December 2014
Increase / decrease i

Fair Value Exposure total equity

uUsD uUsD
Commodity 2,379,726 118,986
Financial assets at FVTPL 116 6
2,379,842 118,992

Interest raterisk

The Fund does not have significant exposure tadsterate risk since none of its assets or lidgdodlit
bears any interest.
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Notes to the Financial Statements (Continued)

8. Financial Risk Management (Continued)
(b) Credit risk

Credit risk is the risk of loss due to the failwfethe counterparty to discharge its obligatiorredit risk

is managed by the Manager by only dealing with i€ipetting Dealers who are considered to be
creditworthy. In the event that a Participatingal®e fails to complete its obligations, no unitdl we
created therefore the Fund does not have the figls® the amount expected to be received.

Credit risk also includes custodial risk. The odgin of gold bullion or custodian of the precionstal
ETFs is not required to take insurance, and neithére Trustee. Accordingly, there is a risk ttie
stored gold bullion could be lost, stolen or danthged the Fund would not be able to satisfy its
obligations in respect of the redeemable units.wéi@r, the Fund limits it exposure to credit risk b
transacting the gold bullion activities with broldgalers, banks and regulated exchanges with high
credit ratings or good reputation, and that the &fgn considers to be well established.

The Fund has concentration of credit risk as 100%he gold bullion of the Fund was held with HSBC
Bank PLC, amounting to USD 2,099,626 as at 31 Deeer®015 (2014: USD 2,379,726).

(© Liquidity risk
When redeemable units are redeemed, the Fund satuercorresponding amount of gold bullion and/or
precious metal ETFs determined by the unitholdenstiement. The market value of the gold bullion
and/or precious metal ETFs returned per each utiba/the same as that of the net asset valueimer
being redeemed. Therefore, any redemption of wotdd not impact the liquidity of the Fund.

The Manager is entitled to a management fee, id kinthe transfer of gold bullion, calculated orlyda
basis and settled within one month.

9. Investment Restriction

The Fund may only invest in the gold bullion andftderests in precious metal ETFs. The gold buolinoust
meet the London Good Delivery Standards as to mimnfineness and be held on an allocated basisr asfa
possible. The value of a Fund’s holding of intees precious metal ETFs shall not exceed 10%®fRund’s
latest available net asset value.

The Fund may not enter into futures contracts grfarancial derivative instruments, nor hold setes other
than the interests in precious metal ETFs.

Precious metal ETFs did not account for more thab df the net asset value of the Fund at any tiomangd the
year ended 31 December 2015 and 2014.

Hence, the Fund complied with this investment retstin during the year ended 31 December 2015 @id .2
10. Statement of Cash Flows

A statement of cash flows has not been present#iieaSund did not hold any cash and cash equivaknthe
start and end of the current and prior years ndettake any cash transaction during the currenpand years.

The intelligent alternative.
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11. Capital Management

The capital of the Fund comprises issued unitse Fand’s policy is to maintain a capital base sidfit to
sustain its future activities. As all units argparted by an equivalent amount of gold bulliondhbl the
custodian, and running costs of the Fund are pgidhle Manager. The Manager considers the capital
management policy and the current capital resowrdeguate to maintain the on-going listing anddssfuunits.

The Fund is not subject to externally imposed eapéquirements.

12. Fair Value Information

The following table provides an analysis of invesints that are measured are measured at fair valug o
recurring basis, grouped into Levels 1 to 3 basethe degree to which the fair value is observable.

Level 1 Level 2 Level 3 Total
UsSD usD usD usD
At 31 December 2015
Commodity 2,099,626 - - 2,099,626
Financial assets at FVTPL
- Precious metal ETFs 103 - - 103
Total 2,099,729 - - 2,099,729
Level 1 Level 2 Level 3 Total
UsSD usD usD usD
At 31 December 2014
Commodity - 2,379,726 - 2,379,726
Financial assets at FVTPL
- Precious metal ETFs 116 - - 116
Total 116 2,379,726 - 2,379,842

The fair value of the commodity and precious meffiFs are valued based on quoted market prices attivre
market, without any adjustments, and is thereftassfied within Level 1 of the hierarchy.

During the year ended 31 December 2015, commodéity by the Fund was transferred from Level 2 todlev
because unadjusted price quotations in an activkahaow became available.

There were no transfers into or out of Level 3tad fair value hierarchy during the year ended 3teder
2015 and 2014.

The intelligent alternative.
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13. Involvement with unconsolidated structured entities

The Fund has concluded that collective investmeimémme in which they invest, but that they do notsotidate,
meet the definition of structured entities because:

. the voting right in the collective investment seteeis not dominant right in deciding who contrdisrh
as they relate to administrative tasks only;

. each collective investment scheme’s activitiesrastricted by its prospectus; and

. the collective investment scheme has narrow and-deéned objectives to provide investment
opportunities to investors.

The table below describes the types of structurgiies that the Fund does not consolidate but lictv they
hold an interest.

Type of structured entity Nature and purpose Interest held by the Fund

Collective investment scheme To manage assetstaiflmd third Investment in unit issued by the
party investors and generate fees collective investment scheme
for the investment manager

These vehicles are financed
through the issue of units to
investors

The table below sets out interests held by the Fuiconsolidated structured entities. The maxmaxposure
to loss is the carrying amount of the financiakés$eld by the Fund.

Asat 31 December 2015
Carrying amount
included in
“Financial assets ¢
fair value through

Name of the collective investment scheme Total net assets profit or loss”
uUsD usD
ETFS Gold Trust 782,458,444 103

Asat 31 December 2014
Carrying amount
included in
“Financial assets ¢
fair value through

Name of the collective investment scheme Total net assets profit or loss”
uUsD usD
ETFS Gold Trust 926,800,000 116
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13. Involvement with unconsolidated structured entities(Continued)

During the year, except for the amounts investethéncollective investment scheme, the Fund didpnotide
financial support to the collective investment sokeand had no intention of providing financial dhey
support.

The Fund can redeem unit in the collective investrseheme on a daily basis.

14. Transactions with the Manager, the Trustee and theiConnected Persons

Connected persons of the Manager are those agdefinhe Code on Unit Trusts and Mutual Fundsbéisteed
by the SFC (the “Code”). All transactions enteir@d during the period between the Fund and theddanand
its connected persons were carried out in the nacmase of business and on normal commercial teffiasthe
best of the Manager’s knowledge, the Fund doedhae¢ any other transactions with connected persecspt
those disclosed below.

)] Commodity - Gold bullion

At 31 December 2015, gold bullion of the Fund helth the custodian, HSBC Bank PLC, a connected
personof the Trustee amounted to USD 2,099,626 (2014 B379,726).

(b) Management fee

ETF Securities (HK) Limited, the Manager, is estitito a management fee, in kind by the transfenof
amount of gold bullion, currently at the rate %% per annum of the net asset value of the Fund.

Pursuant to the Principal Deed, the Manager maygigmg not less than one month’s notice to

unitholders, increase the rate of management feleeoFund up to a maximum of 1% per annum of the
net asset value of the Fund. However, when thel Fovests in precious metal ETFs which are also
managed by the Manager or other group companyeoManager, the management fee of the Fund’'s
assets attributable to the precious metal ETF$ bbalaived.

The management fee is calculated and accruedeechtvaluation day and payable monthly in arrears.
During the year ended 31 December 2015, total memagt fee charged was US®54 (2014: USD
9,808), of which a provision for management feeU&D 700 was booked as of 31 December 2015
(2014: USD 838).

The Manager shall pay from its management fee ¢les payable to the Trustee and the usual and
customary administrative expenses of the Fundudiel the transaction costs, levies, duties, fdes o
other service providers, legal and other profesditaes, the establishment and authorisation feethé
Fund. During the year ended 31 December 2015tatia¢ fees and expenses (excluding management
fee) of the Fund, amounting to approximately as USD,000 (2014: USD 245,000), are borne by the
Manager.

(© Financial assets at fair value through profit or loss

As at 31 December 2015, the Fund held 1 share (2Dkhare) of ETFS Gold Trust, managed by a
connected person of the Manager, amounted to US¥2(ML4: USD 116).

The intelligent alternative.
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15. Segmental Information

In the opinion of the Manager and the Trusteeaddivities of the Fund are in the single busindsswestment
activities conducted mainly in Hong Kong. The ¢luperating decision maker of the Fund is the Manag

16. Major Non-Cash Transactions

Units are issued/redeemed through in-kind creatdemption of gold bullion or transfer of interestgprecious
metal ETF. For each application unit size for togdredemption, the Fund receives/delivers goldidy or
interest in precious metal ETF as determined bymhrager on a daily basis.

There were no issue or redemption of units duttgyear ended 31 December 2015 and 2014.

17. Soft Commission Arrangements

For the year ended 31 December 2QGi% 2014, the Manager did not enter into any sofnrnission
arrangements with brokers relating to dealingd@dssets of the Fund.

18. Event After the Reporting Period
There were no significant events subsequent tgehe end which require disclosure in the finansiatements.

19. Possible impact of amendments, new standards andt@mpretations issued but not yet effective for
the year ended 31 December 2015

Up to the date of issue of these financial stateéspghe IASB has issued a certain amendments, tewdards
and interpretations which are not yet effective tfee year ended 31 December 2015 and which havbeasst
adopted in these financial statements. Thesededle following which may be relevant to the Fund:

Effective for
accounting periods
beginning on or after

Amendments to IAS IDisclosure initiative 1 January 2016
Annual improvements to IFRSs 2012-2014 Cycle 1 January 2016
IFRS 9,Financial instruments 1 January 2018

The Fund is in the process of making an assessoheviiat the impact of these amendments, new stdadard
interpretation is expected to be in the periodnitial application. So far it has concluded tha adoption of
them is unlikely to have a significant impact oe #und’s results of operations and financial positi
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I nvestment Portfolio (Unaudited)

Commodity

Gold bullion

Financial assets at FVTPL
Precious metal ETF

-  ETFS Gold Trust

Total investments

Net asset value attributable to unitholders at
31 December 2015

Total investments at cost

Holdings
Fine Troy
Ounces / Unit:

1,971

Statement of Movementsin Portfolio Holdings (Unaudited)

1 January
2015
Fine Troy
Ounces / Units
Commodity
Gold bullion 1,984
Financial Assets
at FVTPL
Precious metal ETF
- ETFS Gold
Trust 1

Holdings

Additions

Fine Troy

Ounces / Units

The intelligent alternative.

Market Value
USC % of Net Asset:
2,099,62 100.0:
10z 0.0cC
2,099,722 100.0:
2,099,022 100.0(
3,383,61
Deductions 31 Decembe
2015
Fine Troy Fine Troy
Ounces / Units Ounces / Units
@) 1,977
- 1
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Performance Table (Unaudited)

Net Asset Value

At end of financial year end 31 December 2015
At end of financial year end 31 December 2014
At end of financial period dated 31 December 2013

Net asset value pe

Performance Record

Financial year end 31 December 2015

Financial year end 31 December 2014

Financial period from 5 September 2012 (Date of
Establishment) to 31 December 2013

Total net asset value Unit
usD USC
2,020 104.951450
2374 118.950196
2,392,782 119.639118
Highest issue pric Lowest redemptior
per Unit price per unit
usD usD
128.491667 103.697398
137.803459 113.339603
172.594502 118.929284

The intelligent alternative.




