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September 14, 2021
Dear Clients, Partners, and Friends,

The results for South Ocean Management’s Delaware LP, Hong Kong Partners’
L.P., before incentive fees, were as follows:

Aug. 2021  Year-to-date

Hong Kong Partners LP* 5.1% 16.3%
Hang Seng Index** -0.3% -5.0%
Hang Seng Small Cap Index 4.0% 6.3%
MSCI HK Small Cap Index 1.1% 14.8%
HS Mid Cap Index 0.9% -0.5%

Partners’ NAV $2.7125  after management fee and provisions, but before annual incentive fees of 15% on appreciation.
Please refer to footnotes at the end of this commentary for descriptions of the Fund's indexes and Fund risk disclosures.

In August, according to Morningstar, the average Hong Kong equity mutual fund
(49 in total) returned 0.9%, +4.1% year-to-date. South Ocean’s small/mid cap
holdings of industrials and material shares of companies listed in Hong Kong, with
earnings benefiting from operations in mainland China, fared well last month amid
tumultous market conditions. Technology-oriented share prices remained weak
(sectors we have avoided this year).

Confusion regarding new regulations imposed by China towards the large tech
companies along with the aim of a ‘Common Prosperity’ initiative led some
institutional investors to ‘shoot first, ask questions later’ (one renowned fund
manager sold out all China holdings only to buy back later in the month).

HSBC in a recent note estimates;

...that China households will have $46.3 trillion of investable assets by 2025,
a size equal to the entire value of the US bond market. This forecast is only
four years away. If accurate, it would be another reason why America would


https://www.scmp.com/business/companies/article/3144601/ark-etfs-cathie-wood-keeps-open-mind-china-shares-after-dumping
https://www.scmp.com/business/money/article/3146804/cathie-woods-ark-etfs-blackrock-are-nibbling-chinese-tech-stocks

be kicked off their financial perch and another reason for America’s attempt
to stop China’s growth in its tracks...

Hong Kong main stock market is the world’s third-largest capital market with a
value of HK$47.36 trillion (US$6.09 trillion), behind New York and the combined
capitalisation of Shanghai and Shenzhen, according to the SCMP.

In June, we made the comparison of the Hang Seng Index versus the highly valued
S&P 500. The Hang Seng Index trades much closer to its long term average.
Using aggregate data from Refinitiv, the Hang Seng Index is significantly cheaper
than the US S&P 500 index:

Price To Dividend

Enterprise  Enterprise Price To Book Yield,
as of Value To Value To Cash Flow Value Per Percent,
8/18/2021 P/E EBITDA Sales Per Share Share LFY
HSI:
All (58) 13.40 12.20 2.55 3.36 1.31 2.99%
25,867

S&P 500:
4.434 All (505) 25.05 16.20 3.62 17.01 4.33 1.74%

We don’t believe China aims to kill its home-grown, global innovators. In fact,
though still early, we believe Hong Kong stands to gain in the new era.

Sincerely,
Brook McConnell
President — South Ocean Management, Ltd.

Hong Kong
Email: brook@south-ocean.com Website: www.south-ocean.com

South Ocean Management, Ltd. was started in 1992 in Hong Kong, has ~$14 million under
management, with 6 team members. South Ocean is registered with the SFC and SEC regulators.

*Hong Kong Partners LP risk disclaimer:

Hong Kong Partners LP (The “Fund”) primarily invests in the Hong Kong equity market with a Greater China focus.



The Fund invests in China-related companies which involve certain risks not typically associated with investment in more developed markets, such as greater political, tax, economic, foreign exchange, liquidity

and regulatory risks.

The Fund is also subject to concentration risk due to its concentration in Hong Kong, particularly China-related companies. The value of the Fund can be extremely volatile and could go down substantially within a

short period of time. It is possible that a substantial value of your investment could be lost.

‘You should not make investment decision on the basis of this material alone. Please read the explanatory private placement memorandum for details and risk factors.

**Index Descriptions: The Hang Seng Indexes are a widely recognized capitalization-weighted indexes that measures the
performance of the three largest-capitalization sectors of the Hong Kong stock market in descending order. The Hang Seng Index
measures the largest 52 market capitalized listed companies in Hong Kong’s stock market. The Hang Seng Mid Cap Index
represents the next 193 largest capitalized listed companies, the Hang Seng Small Cap Index represents the next 187 largest
capitalized listed companies in Hong Kong.

The MSCI HK Small Cap Index is a free float-adjusted market cap weighted index designed to measure the performance of small
cap equity securities in the bottom 15% of equity market capitalization in Hong Kong. With 69 constituents, the index represents
approximately 14% of the free float-adjusted market capitalization of the Hong Kong equity universe.

The Hong Kong Partners LP (HKP) is benchmark agnostic and its corresponding portfolio may have significant noncorrelation to any
index. The portfolios may invest in all sectors (within and/or on other stock markets) and the composition of securities in the
portfolio may change periodically depending on market conditions at the time. Securities in the portfolio will not match those in any
index.

The S&P 500 Index is a market capitalization- weighted index of 500 widely held stocks often used as a proxy for the stock market.
It measures the movement of the largest issues. Standard and Poor’s chooses the member companies for the 500 based on market
size, liquidity, and industry group representation. Included are the stocks of industrial, financial, utility, and transportation companies.

Index returns are generally provided as an overall market indicator. You cannot invest directly in an index. Although reinvestment of
dividend and interest payments is assumed, no expenses are netted against an index’s returns. Index performance information was
furnished by sources deemed reliable and is believed to be accurate, however, no warranty or representation is made as to the
accuracy thereof and the information is subject to correction.

Before investing you should carefully consider the Partnership’s investment objectives, risks, charges and expenses. This and other
information are in the prospectus, a copy for Accredited Investors may be obtained by inquiring to info@south-ocean.com. Please
read the prospectus carefully before you invest.

The principal risks of investing in HKP: Equity Securities Risk. The value of the equity securities the Fund holds may fall due to
general market and economic conditions. Foreign Securities Risk. Investments in the securities of foreign issuers involve risks
beyond those associated with investments in U.S. securities. Industrials Sector Risk. Companies in the industrials sector may be
adversely affected by changes in government regulation, world events, economic conditions, environmental damages, product
liability claims and exchange rates. Consumer Discretionary Risk. Companies in this sector may be adversely impacted by changes
in domestic/international economies, exchange/interest rates, social trends and consumer preferences. Information Technology
Sector Risk. Information technology companies face intense competition, both domestically and internationally, which may have an
adverse effect on profit margins. Detailed information regarding the specific risks of Hong Kong Partners LP can be found in the
prospectus. Additional risks of investing in HKP include equity, market, management and non-diversification risks, as well as
fluctuations in market value and NAV. An investment in a private limited partnership is subject to risks and you can lose money on
your investment in the limited partnership.

There can be no assurance that HKP will achieve its investment objective. The LP’s portfolio is more volatile than broad market
averages. Shares of HKP cannot be bought or sold publicly, there is no active market in the Units and there are restrictions imposed
on Limited Partnership unit transfers. Partnership redemptions are handled by Authorized Administrators of the Partnership.
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