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Gompany Summatry

as at 31 July 2002

Investment objective

Benchmark index

Managemenl company

Total assets employed*

Totai net assets

Masket capitalisatien

Capital structure

GContinuation vole

Manaoement & secretarial
fes

Investment 1rust status

ISA status

*
total assets less current liabilities.

To achieve long-term capital growth through investment principally in the stockmarkets
of the Asian Region (excluding Japan)

MSCI All Countries Combined Far East Free ex Japan Index
Fidelity Investments International

£81.2m

£60.7m

£55.9m

ordinary shares of 25p 93,505,653 in issue
warrants 20,468,547 in issue

If the shares have raded at an average discount in excess of 15% 1o the diluted net asset
value for a 12 month period leading up 1o the board meeting at which the annual
accounts and notice of the Annual General Meeting are approved, the Board intends to
put forward an ordinary resolution on whether the Company should continue as an
investment trust at the AGM in 2002, and at future AGMs if appropriate. The average
discount for the 12 months to 23 September 2002 was 13.8%. Therefore there will not
be a vote on the continuation of the Company at the AGM in 2002.

Fidelity provides management, accounting, administrative and secretarial services to the
Company under an agreement entered into on 15 May 1996, which is terminable by either
party at any time by giving one years notice in writing, The agreement provides for a fee at
the rate of 0.25% per quarter (plus VAT) of the value of the total assets under management,
calculated and payable quarterly in arrear, as of the last business day of March, June,
September and December in each year, In computing total assets, the value of any
investment in any fund which is managed by the Manager, or an Associate of the Manager,
is excluded {with the exception of cash funds where a reduced fee of 0.2125% per quarter is
payable), Secretarial and accounting services are currently charged at £26,832 per calendar
year (subject to annual indexation).

The Inland Revenue has approved the Company as an investment trust under Section 842
of the Income and Corporation Taxes Act 1988 for the years ended 31 July 1999, 31 July
2000 and 31 july 2001. The Company has conducted its affairs in a manner which will
enable it to satisfy the conditions for approval as an investment trust in respect of the year
ended 31 July 2002.

Investment limit £7,000 in the 2002/2003 tax year.
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Summary of Resuits

2002 2001 % change- !’
ASSeIS at 31 July
Total assets employed £81.2m £84.6m &%
Shareholders’ funds £60.7m £62.2m -2.4%
Borrowings as % of shareholders’ funds 33.6% 36.1%
Borrowings less cash® as % of shareholders’ funds 14.3% 30.5%
Undiluted net asset value per share (NAV) 64.95p 64.50p +0.7%
RESLNS for the year to 31 July
Capital {loss)/return per ordinary share 8.92p (36.38p)
Revenue loss per ordinary share 0.85p) (1.31p)
Stockmarket Data
MSCI AC (Combined) Far East Free ex Japan Index(® 126.03 128.51 -1.9
Share price vear end 39.75p 52.25p 144
high 745.25p 96.00p
low 35.25p 50.50p
Discount year end 8.01% 19.0%
high 24.84% 21.4%
low 4.31% 8.7%
Warrant price year end 10.60¢ 8.75p 14.3
high 17.00p 32.75p
low 5.00p 8.00p
Package price ie. 5 shares + 1 warrant 308.75p 270.00p
Total Refurns year to since
{includes reinvested income)% 31 July 2002 launch
NAV +0.7 -31.7
Share price +144 -35.5
MSC1 AC (Combined) Far East Free ex Japan Index(2) -0.34 -47.35
Total expense ratios for the year to 31 July® 2002 2001
Total assets employed 1.32% 1.37%
Shareholders’ funds (cost of running trust) 1.71% 1.76%

1 price change
@ sterling adjusted

& operating expenses {excluding interest and tax} based on average 1otal assets less current liabilities excluding fixed-term loans and shareholders' funds
at the end of each month,

* cash includes investment in Fidetity Institutional Cash Fund ple.




Summary of Performance

Historical Record 31 July 2002 31 July 2001 31 July 2000 31 July 1999 31 July 1998 30 April 1997
Total assets employed £81.2m £84.6m £123.6m £94.2m £55.6m £125.0m
Shareholders' funds £60.7m £62.2m £102.3m £94.2m £55.6m £106.0m
NAV - undihzted 64.950 64.50p 101.83p 93.00p 54.10p 103.15p
Share price 50750 52.25p 90.25p 81.75p 45.50p 95.50p
Warrant price 10.00p 8.75p 28.00p 28.75p 14,25p 39.00p
Discount 8.0% 19.0% 11.4% 12.1% 15.9% 74%
Revenue return per ordinary share (0.85m (1.31p} {1.22p) 0.84p 1.10p* 0.34p*
Dividend per ordinary share nil nil il 0.42p mil nil*
Cost of running trust? 1.77% 1.76% 1.64% 1.59% 1.57%"7 1.23%'7
Actual gearing ratio - net of cash 14.3% 30.5% 19.9% nil nil 16.2%
NAV - undiluted total return 0.7% -36.7% +10.0% +71.9% -47.6%% +8.0%*
Share price total return 14.4% -42.1% +10.9% +79.7% -52.4%" +2.6%*
Index total return -0.34% -27.5% +8.4% +86.0% -57.8% -10.0%*

Total return periormance Tota! tefwmn petiormance relative to the henchmark index

from {aunch fo 31 July 2002 fram launch to 31 July 2002

NAV, share price and warrant price Share price tiscount to NAV

irom launch te 31 July 2002 from lagnch to 31 July 2002

# lor the 15 months 1o 31 July 1998

= for the period from 2 April 1996 to 30 April 1997

operating expenses (excluding interesi and before tax) as a percentage of average sharcholders’ funds at the end of each month
annualised

kol

4




Board of Directors

The Hon Sir Victor Garland KBE %
(Chairman) (age 68, date of appointment:
11.04.96) is non-executive Chairman of

Henderson Far East Income Trust ple

and a non-executive director of a
number of public companies in the UK

including The Throgmorton Trust Ple.

He was formerly a director of the
Prudential Corporation Plc of the UK and vice-chairman of the
South Bank Board (the Royal Festival Hall complex}. Before that
he held various ministerial offices in Australian governments and

was High Commissioner for Australia in the UK.

David FitzWilliam-Lay * (age 70, date of
appointment: 11.04.96} is Chairman of
the Prospect Japan Investment Trust and a
non-executive director of the Eastern
European Trust. He was Chairman of GT
Management PLC, having previously been

Chief Executive and having also held a

number of other senior positions within
the company, including Chief Executive of its Hong Kong subsidiary.
Prior to this he was Vice President of institutional sales at Baker
Weeks Inc and its successor firm, Dean Witter Reynolds Inc. He
was also a Governor of the National Association of Securities
Dealers (1988 - 1991).

Simon Haslam {age 45, date of
appointment: 10.03.99} is a Senior
Vice President and Managing Director at
Fidelity International Limited. His
responsibilities include oversight of
relationships between Fidelity and all of

the external directors in Fidelity managed

Investment Trusts. Before joining Fidelity
in 1995, he was an audit and consulting partner at what is now
Deloitte & Touche, where he specialised in the fund management
and securities industry. He is alse a non-executive director of Fidelity
Special Values PLC. His career in financial services, spanning more
than twenty years, has concentrated on financial, compliance and
business marters affecting stockbroking, investment banking and

fund management businesses internationally.

Roger Huletl * (age 55, date of appointment:
21.07.00) previously head of Investment
Trusts at Dresdner Kleinwort Benson
Securities, a position he held since 1995.
During his 37 years in the investment trust
industry he has been director of Investment
Trust Sales at NatWest Securities {1988-95},

worked in investrment trust sales with Wood
Mackenzie & Co, Hill Samuel and NatWest Securities (1976-88)
and was invelved in investment trust trading with Akroyd &
Smithers (1964-76}. He is currently a non-executive director of
Henderson European Micro Trust PLC and Edinburgh Leveraged

Income Trust PLC.

Sir Robin McLaren KCMG * (age 68, date
of appointment: 10.09.97) is currently a
non-executive director of Govert Asian
Recovery Trust and INVESCO Asia
Investment Trust. He retired from the

Diplomaric Service in 1994. Much of his

official career was spent in, or dealing with,

the Asia/Pacific region, particularly China
and Hong Kong. His last post was as Ambassador to China (1991-
94, he was also Ambassador to the Philippines in the mid 19805
Among other appointments, he is Chairman of the Council of Royal

Holloway, University of London.

All of the Directors are non-executive and, with the exception of Mr Haslam, are also independent.

*

members of the Audit Committee and Management Engagement Committee

Chairman of the Audit Committee



Chairman’s Statement

Sir Victor Garland
Chairman

Perormance - This has been another difficult year. The state
of the American economy, and the absence of any clear
evidence of the much-anticipated recovery, have had a
depressing effect on world markets. This has been
compounded by the serious accounting and other scandals in
the US that increased market volarility and undermined

investor confidence.

Asia has to some extent proved the exception. Although rates
of growth differed, most Asian economies showed an
improvement over the previous year. This is in part due to the
structural reforms put in place after the last Asian financial
crisis, reforms which have in turn contributed to the
emergence of Asia as a consumer base and done much to
boost the region's economic outlook. Asian electronic and
other exporting industries nonetheless remain heavily
dependen: on the US and Europe. In the first quarter of 2002,
strong export demand from the US provided a boost to
manufacturing and profit growth expectations, but this tailed
off in the second quarter as confidence declined in the
strength of any US recovery. At the same time, sterling based
Asian investors saw some of the gains registered in the rising
markets of the first quarter reduced by the fall in the US
dollar.

The net asset value per share of the Company rose by 0.7% in
the year to 31 July 2002. The MSCL All Countries
{Combined) Far East Free ex Japan Index fell by 0.34% and
the share price rose by 14.4% over the same period. (All
figures in sterling terms and on a total return basis). A
detailed review of performance is set out in the Manager’s

review on pages S to 11.

Gearing - As at 31 July 2002, gross gearing amounted to
33.6% of shareholders funds and net gearing (i.e. after
deducting cash held) amounted te 14.3%. As at 23 September
2002 gross gearing was 39.3% and net gearing was 20.4%.
The Board regularly reviews the gearing position of the

Company in light of investment opportunities.

As reported last year we have entered into a loan agreement
with HSBC Bank Plc for an amount of US $32 million ar a
fixed rate of 6.28% for a period of 5 years from 27 September
2001.

Continuation Vole - The average discount for the 12 months
1o 23 September 2002 was 13.8% therefore there will not
be a vote on the continuation of the Company at the AGM

this year.

Purchase of Own Shares - In the year to 31 July 2002 the
Company purchased and cancelled 2,865,000 shares. Full
details of these purchases and the renewal of the Companys
authority to purchase shares ave set cut in the Directors’
Report on page 16. Purchases are made by the Manager within
guidelines laid down by the Board and are only made if they

will result in an uplift in the net asset value.

No shares have been purchased for cancellation since the year

end.

Dividend - The Companys objective is to achieve long-term
capital growth and a dividend will only be paid if necessary 1o
retain investment trust status. Since the Company has revenue

losses this year it is not required to pay a dividend.

Direciars - David FitzWilliam-Lay is retiring from the Board at
the forthcoming Annual General Meeting, David has served as
a director since the launch of the Company in 1996, His wide
experience and senior positions in the financial services
industry have made him a valuable colleague and we all wish

to thank him.

0ok - The outlook for all markets, including those in Asia,

is clouded by the prospect of military action against Iraq and




the possibility of wider conflict. As Asian markets have already

made substantial gains from their lower levels, the potential
for further gains may, in any case, be limited in the short term.
However, the region remains a key beneficiary of a global
economic recovery, and should perform well once that

recovery has begun.

The continuing trend of outsourcing, increased consumer
demand, the rise of brand name credibility and the many
corporate and government reforms that have occurred over
the last few years, are all positive developments for Asia. In
general, we believe that Asia continues 1o offer many attractive

long-term investment opportunities.

Annual General Meeting - The AGM is due to take place on
28 November 2002 at Fidelitys London Cannon Street office
at midday and all shareholders, 1SA, Share Plan and PEP
investors are invited to attend. The Investment Manager will
be making a presentation on Asia and the prospects for
Fidelity Asian Values. Light refreshments will be available. Full

details of the meeting are given on pages 40 to 42.

Sir Victor

Cow
Chairman

24 September 2002



Investment Manager

Fidelity Investments Iniernational

The Company is managed by Fidelity Investments International (regulated
by the Financial Services Authority), in conjunction with Fidelity
Investments Management (Hong Kong) Limited. Both of these companies
are part of the Fidelity Organisation, which, as at 30 June 2002, had total
assets under management exceeding £60C billion. Fidelity has developed
into the worlds largest independent investment management crganisation
and was one of the first Western groups to establish a research presence in

the Asian region.

John Lo (age 34)

is currently a fu_nd manager with Fidelity Investments Management
(Hong Kong} Limited. He joined Fidelity in 1993 having worked
previously as a consultant with General Portfolio until 1691 and then
with Ernst and Young. He gained an MBA (distinction) at Manchester
Business School in 1993. John is alse involved with the management of a

number of Fidelity funds investing in Asia.




Investment Manager’s Report

Performance - As a result of continuing volatility the Asian
markets exhibited a wide range of returns over the review
period. The best performing market was Korea, which rose by
50.3% as measured by the MSCI Korea index. The markets of
Thailand, Indonesia and Malaysia also gave positive returns,
rising by 25.3%, 9.3% and 4.7% respectively as calculated by
MSCI. The worst performing markets in the region were Hong
Kong and the Philippines, which fell by 19.2% and 28.7%
respectively. (All figures in sterling terms.) During the period
the benchmark MSCI All Country Combined Far East Free ex
Japan index fell by 0.34%.

Total return pertormance
for the year to 31 July 2002

Matkels - The Korean market rebounded steadily from its
low following the terrorist attacks in the US on 11 September
2001, due to a cyclical recovery in domestic consumption
and an increase in demand for electronics goods from the US.
However, following the highs reached in April, end-product
demand in the technology sector started to weaken. This
caused some investors to take profits and eroded part of the
earlier market gain. Another theme in the market was the
high level of domestic consumption and shares in companies
that benefited from this theme continued to attract interest

from investors.

At the beginning of the reporting pericd the Taiwanese market
benefited from signs of strong demand from US companies for
technology related products. However, the stock market is
quite sensitive to movements in the shares of semi-conductor
manufacturers which form an important part of the countrys
technology sector. From April onwards, this market sector fell
sharply and caused the overall market to fall. Furthermore,

towards the end of the review period, escalating political

tension between Taiwan and mainland China further affected
investor sentiment. The MSCI Taiwan index finished the

peried down 1.9% in sterling terms.

The markets of Singapore and Hong Kong were
disappointing throughout the period. Althcugh these markets
are sensitive to movements in interest rates, they failed to
gain from the low interest rate environment and positive
government incentives. The Singaporean market fell by
12.6% and Hong Kong by 19.2% over the peried. The Hong
Kong market was particularly subdued partly due 1o
weakness in the economy - unemployment rose to 7.8% for
the three months to July, consumer confidence continued to

{all and deflationary pressures persisted,

Of the smaller markets, Thailand was the best performer,
rising by 25.3% during the period. This was due to a strong
rebound in domestic consumption, helped in part by
government reforms. With greater political stability, Malaysia
and Indonesia saw a recovery in their domestic economic
sectors. However, these gains were reduced in sterling terms,
due to the US dollar’s fall. In sterling terms Malaysia and
Indonesia rose by 4.7% and 9.3% respectively. The

Philippines stock market fell 28.7% in sterling terms.

In the early part of the review period most of the Asian markets
experienced a slow-down in growth and earnings. Over the
first quarter of 2002, there were continued signs of a decline in
exports; as elsewhere, economic activity in the region was
badly affected by the aftermath of the terrorist attacks of
September 11. However, from the second quarter onwards,

signs of improvement in economic growth became evident.

Local Markel Returns
for the year te 31 July 2002



Investment Manager’s Repori

Singapore’s gross domestic product grew by an estimated
3.2% year-on-year in the second quarter of 2002, improving
from corntractions of 1.7% in the first quarter of 2002 and
6.6% in the last quarter of 2001. Taiwan also reported that its
economy grew by 4.0% year-on-year in the second quarter of
2002, strengthening from the 0.9% increase in the first
quarter, and contractions of 4.2% and 1.9% respectively in
the third quarter and fourth quarter of 2001. Hong Kongs
economy also showed signs of improvement with a first
quarter GDP fall of 0.9%, against a 1.4% contraction in the
last quarter of 2001. Meanwhile, South Koreas economy
grew by 5.7% in the first quarter of 2002 outpacing the 3.7%
growth in the last quarter of 2001. The improvement in

growth was driven by strong private consumption.

The concerted interest rate cuts that had taken place
throughout most of 2001 gradually slowed and by the second
quarter of 2002 many investors were expecling rates to rise.
in May, the Bank of Korea raised rates by a quarter of a
percentage point to 4.25%, due to concerns about the
strength in the properiy market and increasing censumer
credit. However, Taiwan’s central bank cut interest rates by

0.25 percentage points 1o 1.87%.

Portfolio Review - The Manager continues to focus on
investing for the long term in large and medium-sized
companies, looking for those with undervalued share prices,
sound balance sheets, strong long-term profit growth potential
and capable management. The Company maintains limited
exposure to smaller companies. This because in Asia larger
companies have longer track records, which offer evidence of
their managements’ competence, corporate strategies and

assessment of business risks,

The Company marginally outperformed the benchmark
during the review period. The NAV per share rose by 0.7%
against a benchmark decline of 0.34%. This was primarily due
1o the Company’s relatively large exposure to Korean banking,
electronic and consumer stocks. Performance was hurt by the
Company’s investment in Hong Kong property, which failed to

benefit from low interest rates.

The early part of 2002 was characterized by a return of strong

export-led demand in the electronic and technology sector

10

and, along with the sharp rise in consumer led demand, was
most positive for the Korean stock market. Among the
Company’s Korean holdings, Kookmin Bank, one of the
largest banks in Korea, rose by 74.7% during the review
period. Similarly Samsung Electronics, the world’s largest
DRAM manufacturer, and Hyundai Motor, a leading car
manufacturer in Korea, both among the Company’s top

heidings, rose by 75% and 60% respectively.

The economic climate in Hong Kong remained weak during
the first half of 2002 and as unemployment rose, property and
retail szles sectors continued to weaken. Sun Hung Kai
Properties and Cheung Kong Heldings, two major property
developers in Hong Kong, feil by 209% and 23.8% over the
period.

The Company's overweight positions in Hong Kong
telecommunications stocks, were negatively affected by the
decline in such companies in virtually all markets, News of
corporate accounting scandals, such as those of WorldCom in
the US, sapped investor confidence in the sector. China

Mobile fell by 43% over the review period.

Stock picking derermines the country allocatien fer the
Company. In overall terms, the Manager reduced the
Companys larger than index allocation in Korea in order to
capitalize on the good performance of holdings; remained
positive on stocks that were well positioned to benefit from
the continued consumer recovery,; reduced positions in Hong
Kong as the weak economic outlook continued to weigh on
investor confidence; added to holdings in Malaysia where it
was felt that the improving economy and government
incentives would be positive for stock prices, and bought
shares in Indian companies which had fallen to attractive

levels owing mainly to political concerns.

Gutlook for the Reoion - The strong stock market
performance seen in much of Asia since the beginning of the
year was in sharp conirast to the rest of the world. This
performance was in part due to the anticipated benefits of
global economic recovery, as well as growth in regional
consumer demand, developing Astan brand awareness and

relative political and corporate stability,




Geographical Portfolio Allacation
as at 31 July 2001 and 2002

While the uncertain economic outlook and low demand for
electronics goods in the US persisis it is likely that the
semiconductor and electronics manufacturers will continue to
suffer. However, continuing econemic growth and rising
consumer spending in Asia suggest that over time the region
will be less reliant on the US for its economic stability.
Further, as China and India develop there will be increasing

investment oppertunities in these markets.

The quality of companies in the region is another important
factor. It has improved markedly as a result of the corporate
restructuring carried out in the wake of the Asian financial

crisis of 1997/98.

A further positive influence on the regions economy is the
growth of cutsourcing in Asia. Many US and European
companies have become more dependent on the
manufacturers in the region where companies have strong
brand names with international recognition. These companies
are poised 1o benefit from any global recovery as well as the
growth in their domestic economies where consumer demand

continues to be strong.

Overall, while the cutlook for Asia, like the rest of the world,
is likely to be heavily influenced by the US economic climate,
the region’s markets are now relatively auractive compared
with those elsewhere. Moreover, the increase in domestic
consumption, the growth in cutsourcing and improved Asian

brand recognition are major investment themes propelling

long-term regional growth. Share valuations are still attractive
relative to the larger markets of the US and Europe. These
factors continue to provide a positive stock-picking

environment in Asia.

Fidelity Investments International

24 September 2002

n



Portfolio Listing

as at 31 July 2002

; Market Value
Holdings hy value £'000 9
Fidelity Institutional Gash Fund
Cash fund 7,231 8.9
Samsuny Eleclrenics
Korean integrated electronics manufacturer 5,999 7.4
Kookmin Bank
Bank services provider in Korea 2,985 3.7
Huichison Whampoa
Hong Kong property/retailing/telecommunicasionsfenergy 2,857 3.5
China Mobile
A major cellular aperator in China 2,478 3.0
Hon Hal Precision Industries
Taiwanese manufacturer of electronic connectors and cable assemblies 1,985 2.4
Sun Hung Kal Properties
Hong Keng Property developer 1,670 2.1
Fubon Financial Holdings
Taiwan Insurance/Securities/Bank/Life Assurance 1,630 2.0
Cheuny Xony Holdings
Hong Kong property/real estate developer 1,625 20
United Overseas Bank
One of Singapore’ 'big 4’ banks 1,545 19
SK Telecom
Mobile telecommunication services provider in South Korea 1,480 1.8
Resorts World
Tourist Resort in Genting Highlands, Malaysia 1,479 1.8
Posco
Manufactures steel products in Korea 1,445 1.8
HSBC Holdings
Hong Kong banking and financial services company 1,401 1.7
Talwan Semiconductor Manufacturing
Integrated circuit manufacturer 1,390 1.7
Singapore Press Holdings
Newspaper monopoly 1,343 1.7
Johnson Electric Heldings
Designs/manufacturers/markets micromotors in Hong Kong 1,312 1.6
Samsung Fire & Marlne
Non Life Insurance services in Korea 1,268 1.6
DBS (Development Bank of Singapore)
Banking/financial services 1,184 1.5
Hyundal Department Store
Department stoves and hotels in Kovea 1,156 14
Oversea-Chinese Banking
Singapere banking services provider 1,103 14
Cathay Financial Holdings
Life, Hedlthcare and Accident Insurance in Taiwan 1,074 1.3
CGhina Trust Financlal Holdings
Banking and financial services in Taiwan 1,050 1.3
Singapore Alrines
Arfine/airport terminal services/catering 9 1.2
Hana Bank
Banking services in Korea 973 1.2
Top 25 Holdings 48.654 59.9

+ % 1otal assets less current liabilities, excluding loan liability
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Portiolio Listing

as at 31 July 2002

_ Market Value

Holdings hy value £'008 h

Hanjaya Mandala Sampoerna

Indonesian manufacturer of cigarettes and related activities 950 1.2

United Microelectronles

Taiwanese producer of integrated circuits and related electronic products 918 1.1

Berlaya Sports IGULS 8% 2012

Operates a betting game Toto in Malaysia 907 1.1

Hong Kong & China &as

Produces and distributes gas and gas appliances 779 1.0

Korea Electric Power

Korea’s electric power company 777 10

Telekomunikasi Indenesia

Provides a vange of telecommunications services 739 0.9

Kookmin Credit Card

Credit card services provider in Korea 711 0.9

Pacilic

Developsimanufactures beauty and health care products in Korea 693 0.9

Swire Pacific Ltd ‘A

Operates real estate, aviation, beverage, industrial and marine services in Hong Kong 691 03

Shirhan Financlal Group

Provides general banking and financial services in Korea 688 0.8

Guanta Computer

Manufactures/marhets notebook computers and related peripheral equipment in Taiwan 673 0.8

Magnam

Malaysian operator of betting games 670 0.8

City Developments

Develops and ewns properties in Singapore 669 0.8

Singapore Telecom

International/mobile telecommunications firm 651 0.8

AMMB

Provider of barking, financing and financial services in Malaysia 629 0.8

Huzneng Power International

Developsiconstructsfowns coal-fired power plants in China 607 0.7

CNOS

Explorestdevelops/produces and sells crude oil and natural gas in Hong Kang 604 0.7

Formosa Plastic

Manufacturesimarkets plastic materials and chemical fibre products in Taiwan 569 0.7

PCCW

Provider of telecommunications services in Hong Kong 562 0.7

Nan Ya Plastics

Pelyester filament yarn/processed plastic goods manufacturer in Taiwan 5561 0.7

Asustek Computer

Taiwanese manufacturer of computer motherboards, notebook computers etc. 548 0.7

Esprit Holdings

Develops and retails fashion products in Hong Kong 546 0.7

Media Tek

Manufactures CD-ROM and DVD-ROM chip sets in Taiwan 530 0.7

Sime Darby Bhd (My)

Principal activity is plantations, manufacturing and property development in Malaysia 510 0.6

Arab Mataysia

Provider of a range of financial services 504 0.6

Top 50 Holdings 65,330 80.5

Other Holdings (50) 11,650 14.4
76.980 949

Cash & other net assets 4,193 5.1
81,173 100

+ 9% total assets less current liabilities, excluding loan liability
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Distribution of the Portfolio*

as at 31 July 2002

Korea
Hong Kong
Taiwan
Singapore
Malaysia

Other

Equities (ingluding cenvertibles)
Financials

Banks

Diversified Financials

Real Estate

Insurance

Information Technology

Semiconductor Equipment & Products
Electronic Equipment & Instruments
Computer & Peripherals

IT Censulting & Services

Internet Software & Services
Distributors

Communications Equipment

Industrials

Industrial Conglomerates
Airlines

Electrical Equipment
Construction

Machine

Road & %il

Consumer Discretionary

Hotels, Restaurants & Leisure
Media

Multiline Retail

Automobiles

Speciality Retail

Leisure Equipment & Products
Textiles & Apparel

Telecommunictions Services
Wireless Telecommunications Services

Diversified Telecommunicalions Services

Materials

Metals & Mining
Chemicals
Construction Materiais

Utilities
Tlectric Utilities
Gas Utilities

Consurmer Staples
Tobacco
Food & Drug Retail

Other

o1l & Gas
Pharmaceuticals
Household
Aerospace & Defence
Other

Other {Fidelity Institutional Gash Fund)
Total Equities - 2002

Cash & Other Net Assets

Tolal - 2002

Index - 20062

Total Equities - 2001

* % total assets less current liabilities, excluding loan liability.
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Directors’ Report

The Directors present their report together with the audited

accounts of the Company for the year ended 31 July 2002.

The Company was incorporated in England and Wales as a
public limited company on 2 April 1996 under the name of
Fidelity Asian Values PLC with the registered number
3183919 and commenced business as an investment trust on

13 June 1996.

Activities and Status

A review of the year’s activities and zn indication of likely
future developments are given in the Chairman’ Statement on
pages 6 and 7 and in the Investment Manager’s Report on

pages 9 to 11.

The Inland Revenue has approved the Company as an
investment trust under Section 842 of 1ICTA 1988 for the year
ended 31 July 2001. The Company has conducted its affairs
in a manner which will enable it 1o satisfy the conditions for
approval as an investment trust in respect of the year ended

31 July 2002.

The Company is registered as an investment company under

Section 266 of the Companies Act 1985 and operates as such.

The Company is not a close company and has no employees.

Net Asset Vatue

Investments were valued at £76,980,000 as at 31 July 2002.
Shareholders' funds amounted to £60,736,000 resulting in a
net asset value per share of 64.95p. Changes to investments

are shown in note 9 to the accounts on page 30.

Resuits and Dividends

The revenue account shows a deficit after taxation for the year
of £802,000. In these circumstances the Directors cannot
recommend the payment of a dividend and this amount has

been charged to reserves.
Share Gapital

Further to the authority granted by shareholders in November

2001, a total of 2,865,000 ordinary 25p shares (3% of the
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issued share capital) were repurchased for cancellation as

detailed below:

Date of purchase number of shares price per share  discount to NAY
22 August 2001 250,000 52.00p 14.73%
24 August 2001 1,000,000 52.00p 15.14%
30 August 2001 250,000 51.50p 16.65%
7 September 2001 175,000 49.00p 15.52%
21 September 2001 275,000 35.50p 24.30%
7 November 2001 750,000 44.38p 16.54%
19 February 2002 165,000 62.75p 16.67%

The total amount paid for the shares was £1,398,476 and the
resultant uplift in the NAV per share was 0.28p. As at 31 july
2002, the total number of shares in issue was 93,505,653
(2001: 96,370,633).

Warrants
As at 31 July 2002, there were 20,468,547 (2001:

20,468,547} warrants in issue.

Registered holders of warrants should note that the next
annual subscription date is 29 November 2002. If the
subsciption rights are not exercised on 29 November 2002
there will be future opportunities to exercise this right on the
last business day of November in the years 2003 to 2006

inclusive.
In order to exercise the subscription rights in whole or in part:-

{i) in respect of warrants held in certificated form on any
subscription date, the warrantholder must lodge the
warrant certificate(s), having completed a Notice of
Exercise of subscription rights, at the office of the
Registrars from 2 November 2002 to 3.00 pm on 28
November 2002. The warrant certificate and notice of
exercise should be sent to Capita IRG plc, accompanied
by a remitrance for the aggregate amount payable on
subscription for the ordinary shares in respect of which

the subscription rights are being exercised;

(i) 1in respect of warrants held in uncertificated form on any

subscription date, an uncertificated subscription notice



and, if appropriate, separate payment in respect of the
aggregate subscription price for the ordinary shares arising
on the exercise of the subscription rights must be received
by the Company or by such person as it may specify, at
any time during the relevant subscription period. Further
details will be given in the notice to warrantholders

reminding them of their subscription rights.

Warrantholders should note that this is a right, as opposed to
an obligation, and they should contact their financial adviser if

they have any queries.

Palitical and Charitable Donations
The Company has not made any political or charitable

donations in the year.

Payment of Creditors

The Companys policy for the year to 31 July 2003, for all
suppliers, is to fix terms of payment when agreeing the terms
of each business transaction, to ensure that the supplier is
aware of these terms, and to abide by the agreed terms of
payment. The Company did not have any trade creditors in

the vear.

Management Company

The Manager, Fidelity [nvestments International, 2 subsidiary
of Fidelity International Limited, provides management,
accounting, administrative and secretarial services to the
Company under an agreement {‘the Management Agreement’)
entered into on 13 May 1996, Further details of the agreement
are given in the Company Summary on page 1. The Manager
also provides certain services, including marketing and
administration, in connection with the Fidelity Investment
Trust Share Plan and the Fidelity Individual Savings Account
(ISA) under an agreement dated 15 May 1996. The amount
payable under this agreement for the period to 31 July 2002
was £42,663.

An amount of £5,806 was due to the Manager under the

above agreements at 31 July 2002 and is included in creditors.

The Manager uses certain services for the benefit of the

Company which are paid for, or provided, by various brokers.

In return it places business, which may include transactions

relating to the Company, with these brokers.

The Manager has an arrangement with selected brokers
whereby a portion of commissions from security transactions
may be paid to the Company to reduce expenses. Amounts
received by the Company under this arrangement are offset

againsi other expenses (see note 4 on page 28).

The Company participates in the Manager’s interfund
programme whereby Fidelity’s traders, on occasion, identify
situations where one fund is buying the same security that
another fund is selling. If a trader can confirm that it would be
in the interests of both accounts to execute a transaction
between them rather than in the market then an interfund

transaction is executed.

There is a regulatory requirement on the Manager to obtain
best execution and no individual deal is entered into which

prevents compliance with this requirement.

Fidelity International Limited has an interest of 7,858,400

shares and 207,000 warrants in the Company.

Directors

The Directors who served during the year to 31 July 2002 are
set out below. Sir Victor Garland and Simon Haslam retire by
rotation and, being eligible, offer themselves for re-election at
the forthcoming Annual General Meeting. Mr David
FitzWilliam-Lay will be retiring at the forthcoming Annual

General Meeting.

Mr Simon Haslam is a Direcior of Fidelity International
Limited, the ultimare holding company of Fidelity

Investments International.

No Director is under a contract of service with the Company
and no contracts existed during or at the end of the financial
period in which any Director was materially interested and
which was significant in relation to the Companys business,
except as disclosed above. There have been no other related
party transactions requiring disclosure under Financial

Reporting Standard ('FRS) 8.

The interests of the Directors in the ordinary shares and
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Directors’ Report

warrants of the Company as at 31 July 2002 and 2001 were as

follows;

31 July 2002
shares warrants

31 July 2001
shares warrants

David FitzWilliam-Lay 10,000 20,000 10,000 20,000

Sir Victor Garland 5,000 1,000 5,000 1,000
Simon Haslam 4,000 - 4,000 -
Roger Hulett 5,000 - - -
Sir Robin MclLaren 4,500 - 4,500 -

Directors’ and Officers’ Liability Insurance

During the year the Company has maintained cover for its
Directors and Officers under a Directors’ and Officers’
insurance pelicy as permitted by Section 310 of the

Comparnies Act 1985 (as amended).

Substantial Share Interests
As at 24 September 2002 notification had been received of the
following interests in 3% or more of the issued share capital of

the Company:

Fidelity International Limited B

12.85% of the issued share capital was held by investors in
the Fidelity Investment Trust PEP/ISA and the Fidelity

Investment Trust Share Plan.

Analysis of Ordinary Sharehelders
as at 31 July 2002

Humber of

Shareroliers

Private Shareholders* 16,021
Nominee Companies®* 830 3261
Limited Companies 30 5.30
Pension Funds 4 0.01
[nvestment Trusts and Funds 2 0.07
[nsurance/Assurance Companies 2 0.01
Bank and Bank Nominees 14 0.22
Other Institutions 14 0.33
Others 3 0.02
Total 16,920 100.6

* Includes Share Plan, PEP and ISA investors

** Nominees may also include individual shareholders
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Annual General Mesting

At the Annual General Meeting, resolutions will be proposed
to renew the Directors’ authority to allot securities in the
Company. The authorities sought by these resolutions are 1o
replace the existing powers of the Directors which expire on
the date of the Annual General Meeting and will provide the
Directors with the flexibility to issue further ordinary shares if
they deem it appropriate 1o do so. Up to the date of this
report, no shares have been allotted, but your Directors
consider that the reasons for asking shareholders for such

authority still apply.

Resolution 3 provides the Directors with a general authority
o allot securities in the Company up to an aggregate nominal
value of £1,168,820. If passed, this resokation will enable the
Directors to allot a maximum of 4,675,280 ordinary shares
which represents approximately 5% of the issued ordinary

share capital of the Company as at 24 September 2002.

This authority provides the Directors with a degree of
flexibility to increase the assets of the Company by the issue of
new shares should any favourable opportunities arise to the
advantage of sharehelders. If new ordinary shares are allotted
for cash, Section 89(1) of the Companies Act 1985 requires
such new shares to be offered to existing holders of ordinary
shares (‘pre-emption rights’). In certain circumstances it is
beneficial for the Directors to allet shares for cash otherwise
than pro-rata to existing shareholders and the Companies Act
1985 provides for shareholders to give such power to the

Directors by waiving their pre-emption rights.

Resolution 6 is a special resolution disapplying pre-emption
rights and granting autherity to the Directors, without the
need for further specific shareholder approval, to make
allotments of equity securities for cash up to an aggregate

nominal value of £1,168,820 (5%).

The Directors would not issue ordinary shares pursuant to this
power at less than the then current fully-diluted net asset value

per share.

The authority to issue ordinary shares for cash under
Resolution 6 will enable the Directors to issue additional new

ordinary shares to participants in the Fidelity Investment Trust



Share Plan and the Fidelity ISA in the event that the ordinary

shares are trading at a premium to their net asset value. The
Directors would not intend to use this power unless such a
premium was in excess of 2% and unless they considered that

it was in the interests of shareholders te do so.

Resolution 7 is a special resolution which renews the Directors
authority to repurchase the Company’ shares for cancelladon. It
is proposed that the Board be authorised te make arrangement to
purchase through the London Stock Exchange up 1o 14,025,840
ordinary shares of 23 pence (equivalent to 14.99% of the shares
in issue at 24 September 2002). By utilising the power 1o
repurchase shares when they are trading at a discount 10 net asset
value the Company will increase the resulting net asset value per
share for remaining shareholders. Purchases of shares will be
made at the discretion of the Board and within guidelines set
from time to time by the Board in the light of prevailing marke:
conditions. Purchases will only be made in the market at prices

below the prevailing net asset value per share.

The Directors recommend that shareholders vote in favour of

each of these resolutions.

The full text of the resolutions is set out in the Notice of

Meeting contained on pages 40 to 42.

Corporate Governance
Full details are given in the Application of Corporate

Governance on pages 20 to 22.

Statement of Directors’ Respaonsibilities

Company law requires the Directors to prepare accounts for
each financial period which give a true and fair view of the
state of affairs of the Company and of the net revenue of the
Company for that period. A Statement of Total Return has also
been included in the financial statements for the purpeses of
comparison. In preparing the accounts, the Directors are

required to:

+  select suitable accounting pelicies and then apply them

consistently;

*  make judgements and estimates that are reasonable and

prudent;

+  state whether applicable accounting standards have been
followed, subject to any material departures disclosed and

explained in the accounts; and

+  prepare the accounts on the going concern basis unless it
is inappropriate to presume that the Company will

continue in business.

The Directors are responsible {or ensuring that proper
accounting records are kept which disclose with reasonable
accuracy at any time the financial position of the Company
and to enable them to ensure that the accounts comply with
the Companies Act 1985. They are also responsible for
safeguarding the assets of the Company and hence for taking
reasonable steps for the prevention and detection of fraud and

other irregularities.

The financial statements may be published on a website that is
managed by an organisation other than the Manager or the
Board of Directors. The auditors have represented to your
Beard that their work does not involve any consideration of
the maintenance and integrity of such a website and
accordingly, the auditors accept no responsibility for any
changes that may have occurred to the financial statements
since they were approved. Visitors to
any website need to be aware that legislation in the United
Kingdom governing the preparation and dissemination of
the financial statements may differ from legislation in

their jurisdictions.

Auditors

The Auditors, PricewaterhouseCoopers, Chartered Account-
ants and Registered Auditors, are willing to continue in office,
and in accordance with section 385 and section 390A of the
Companies Act 1985, resolutions concerning their
remuneration and re-appointment will be proposed at the

Annual General Meeting.

By Order of the Board

Fidelity Invest ternational
Secretary

24 September 2002
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Application of Gorporate Governance

Backyround - The UK Listing Authority requires all listed
companies to disclose how they have applied the principles
and complied with the provisions of the Combined Code (the
"Code"y. The Company is committed to achieving the highest
staridards of corporate governance and has established a
Tramework which it believes is appropriate for an invesrment
trust and which enables it to comply with the relevant

provisions of the Code.

The Board considers that the Company has complied with the
provisions of the Code throughout the year o 31 July 2002

with the following exceptions:-

* A senior independent director with specific responsibility
for shareholder concerns has not been appointed as the

Chairman performs this function.

+ The Company does not have a separate nominations

comumittee; the whole Board performs this function.

The following statement describes how the principles of

corporate governance are applied to the Company.

Directars

The Board - The Board of Directors has the responsibility for
the stewardship of all of the Company’s affairs. The
composition of the Board of Directors is a matter for the Board
and is independent of management. Directors have the
relevant knowledge and experience of both fund management
and investment trust management. In particular they have
knowledge and wide experience of business in Asia,
Biographical details of all Directors, including their director-

ships, are given on page 3 of this report.

The Board meets formally at least four times a year and
betwzen these meetings there is regular contact with the

Manager. Other meetings are arranged as necessary.

All matters which are not delegated to the Company's
Manager under the Investment Management Agreement are

reserved [or the Boards decision.

It has been agreed that each of the independent Directors of
the Company is entitled to take independent protessional

advice in the furtherance of their duties.
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Chairman antl GEQ - in common with most investmern trusts
there is no chief executive of the Company as the managemert
function has been delegated to Fidelity Investments
International. The appointment of the Manager is reviewed on

an annual basis by the Management Engagement Commitiee.

Board Balance - All the Directors, including the Chairman,
are independent with the exception of Mr $imon Hasiam whe
is an employee of the Manager. We believe it to be an
important aspect of the corporate governance of an
investment trust company that the Manager should be
represented on the Board and be party to the responsibility,

authority and accountability of the Board to the shareholders.

All Directors are non-executive Directors, The sub-committees
of the Board (i.e. Audit and Management Engagement

Committees) consist of the independent direciors.

Company Secrelary - The Company Secretary is a corporate
secretary, All Directors have access 10 the advice and services
of the representative of the Company Secretary, who is
responsible to the Board for ensuring that Board procedures
are followed and that applicable rules and regulations are
complied with. The appointment of the Company Secretary is

2 matter for the board as a whole.

Supply of Information - The Board is supplied in a timely
manner with information in a form and of a quality
appropriate to enable it to discharge its duties. The key source
of regular information for the Board is the board meeting
papers, the contents of which are determined by the Board
and contain comprehensive information on the financial

condition of the Company.

The Board has delegated its corperate governance
responsibilities to the Audit and Management Engagement

Committees composed of all the independent directors.

Key tepresentatives of the Manager attend meetings by
invitation, thus enabling the Directors to probe further on

matters of concern or seek clarification on certain issues.

Appointments to the Board - There is a formal and
transparent procedure for the appointment of new Directors

to the Board. Any proposal for a new Director will be




discussed and approved by the Board as a whole. Upon

appointment each Director receives a briefing on the
investment operations and administration functions of the
Ceompany, together with a summary of their duties and

responsibilities.

All Directors are subject to election by shareholders at the first

opportunity after their appointment.

Re-election - The Code requires that all Directors should be
required to submit themselves for re-election at regular
intervals and at least every three years. The Articles of
Association of the Company require that at every AGM one
third of the Directors are subject to retirement by rotation and
any proposal for a director to stand {or re-election is
considered by the Board. The Directors comply with the Code

requirements.

Letters of appointment specifying the period of appointment
are issued to all new Directors and existing Directors as they

are re-elected at the AGM.

The names of Directors submitted for election or re-election
are accompanied by sulficient biographical details to enable

shareholders to take an informed decision.

Direclors Remuneration - Levels of remuneration are
competitive and sufficient to attract and retain the standard of
directors needed to manage the Company successfully. The
level of Directors’ fees is determined by the whole Board
within the limit governed by the Articles of Association and all

remuneration is fully disclosed.

Relations with Sharehoiders

Directors are willing to enter into a dialogue with institutional
shareholders so as to ensure a mutual understanding of
objectives. The Manager also maintains a programme of
communication with institutional investors in conjunction,

where appropriate, with the Company’s broker.

The Board accounts for its stewardship formally through a full
and informative annual report and at the Annual General
Meeting when a presentation is given by the Manager

addressing the results for the year and the invesiment outlook.

We aim to use the AGM to communicate with all our

shareholders and we encourage their active participation.

All proxy votes are counted and, except where a poll is called,
proxy voting is reported for each resolution, after it has been

dealt with on a show of hands.

The Notice of Meeting on pages 40 to 42 sets out the business
of the meeting and the special resolutions are explained more
fully in the Directors’ Report on pages 18 and 19. A separate
resolution is proposed on each substantially separate issue

including the annual report and accounts.

-The Chairman of the Beard who is also the Chairman of the

Audit Committee will be available to answer questions at

the AGM.

The notice of the AGM and related papers are sent to

shareholders at least 20 working days before the meeting.

Accountability and Audit
Financial Reparing - The Board aims to present a balanced and
understandable assessment of the Companys position and prospects.

The Directors explain their responsibility for preparing the
accounts on page 19 of the Directors’ Report and there is a
statement by the auditors about their reporting responsibilities on

page 23.

The Board has a respensibility to present a balanced and
understandable assessment of annual, interim, other price-
sensitive public reports and reports to regulators as well as 1o
information required to be presented by statutory requirements.
All such reports are reviewed and approved by the Board prior

10 their issue to ensure that this responsibility is fulfiled.

Internal Contrdl - The Board has contractually delegated to
external agencies, including the Investment Manager (Fidelity
Investments International), the management of the investment
portfolio and provision of secretarial services, the custodial
services (which include the safeguarding of the assets), the
registration services and the day-to-day accounting and
comparty secretarial requirements. Each of these contracts was
entered into after full and proper consideration by the Board

of the quality and cost of services offered including the control

21



Application of Gorporate Governance

systems in operation in so far as they relate to the affairs of the

Company.

The Board has established a continuing process for the
identiftcation, control and evaluation of risk through a series
of quarterly investment performance reports, a semi-annual
internal controls report and quarterly compliance reports
which are provided by the Manager. This process is in
accordance with the Guidance for Directors on the Cormbined

Code published in September 1999.

The systems of internal control are designed to reduce rather
than eliminate the risk of failure to achieve business objectives
and can only provide reascnable, but not absolute, assurance

against material mis-statement or loss.

The Companys Audit Committee meets with representatives
of the Manager and receives reports upon the quality and
effectiveness of the accounting records and management
information maintained on behaif of the Company. It reviews
the annual and interim accounts and reviews the nature and
scope of the external audit and the findings from the
Company statutory audit. The Board carries out a risk and
control assessment including a review of the corporate
strategy and the Manager’s and other third party suppliers’ risk
management processes. The key element of this assessment is
the semi-annual internal controls report prepared by the
Manager for its investment trust clients. The internal controls
report sets out the Managers control policies and procedures
with respect to the management of its clients’ investments.
Whilst the Company, in common with most investment trusts,
has no internal audit department, the effectiveness of these
controls is monitored by the Manager’s internal audit function.
The Audit Committee has received and reviewed the internal
controls report on the effectiveness of the internal controls
mainrained on behalf of the Company and an annual

compliance report from the Managers Director of Compliance.

By means of the procedures set out above the Directors have
reviewed the effectiveness of the Managers internal control

systems throughout the period.

Audit Gommitiee and Auditors - The Audit Comumittee, with

written terms of reference, consists of all of the independent
Directors and is charged with reviewing and monitoring the
production of the annual and interim accounts. The Committee
also reviews the audit process, corporate governance issues, the
existence and performance of all controls operating in the
Company (including the adherence to Section 842 status), the
relationship with and performance of third party service
providers (such as the Registrars and Custodians) and the
relationship with the Auditors (and their ongoing
reappointment and level of fees). The Committee meets with

the auditors ar least once a year 1o review these matters.

Shareholder Voling - we believe that instirurional
shareholders have a responsibility to make considered use of
their votes. The Company has approved a corporate
governance voting policy in line with best practice, whilst

maintaining a primary focus on financial returns.

Going GOAGEIN - The Directors believe that it is appropriate
to continue te adopt the going concern basis in preparing the
accounts since the assets of the Company consist mainly of
securities which are readily realisable and accordingly the
Company has adequate financial resources to continue in

operational existence for the foreseeable future.

On behalf of the Board
Sir Victor Garland
24 September 2002




independent auditors’ repott to the

membets of Fidelity Asian Values PLC

We have audited the financial statements which comprise the
statement of total rerurn, the balance sheet and the cash flow

statement and notes 1 to 22.

Respective responsibifities of directors and auditors

The directors responsibilities for preparing the annual report
and the financial statements in accordance with applicable
United Kingdom law and accounting standards are set out in

the statement of directors' responsibilities.

Our respensibility is to audit the financial statements in
accordance with relevant legal and regulatory requirements,
United Kingdom Auditing Standards issued by the Auditing
Practices Board and the Listing Rules of the Financial Services

Authority.

We report to you our opinion as to whether the financial
statements give a true and fair view and are properly prepared
in accordance with the Companies Act 1985 We also report
10 you if, in our opinion, the directors’ report is not consistent
with the financial statements, if the company has not kept
proper accounting records, if we have not received all the
information and explanations we require for our audit, or if
information specified by law or the Listing Rules regarding

directors' remuneration and transactions is not disclosed.

We read the other information contained in the annual report
and consider the implications for our report if we become
aware of any apparent misstatements or material
inconsistencies with the financial statements. The other
information comprises only the directors' report, the
chairman's statement, the investment manager's report and

the corporate governance statement.

We review whether the corporate governance slatement
reflects the company's compliance with the seven provisions
of the Combined Code specified for our review by the Listing
Rules, and we report if it does not. We are not required to
consider whether the board's statements on internal control
cover all risks and controls, or to form an opinion on the
effectiveness of the company's corporate governance

procedures or its risk and control procedures.

Basis of audit opinion

We conducted our audit in accordance with auditing
standards issued by the Auditing Practices Board. An audit
includes examination, on a test basis, of evidence relevant to
the amounts znd disclosures in the financial statements. It also
includes an assessment of the significant estimates and
judgements made by the directors in the preparation of the
financial statements, and of whether the accounting policies
are approptiate to the company's circumstances, consistently

applied and adequately disclosed.

We planned and performed our audit so as to obtain all the
information and explanations which we considered necessary
in order o provide us with sufficient evidence to give
reasonable assurance that the financial statements are free
from material misstatement, whether caused by fraud or other
irregularity or error. In forming our opinion we also evaluated
the overall adequacy of the presentation of information in the

financial statements.

Dpinion

In our opinion the financial statements give a true and fair
view of the state of the company's affairs at 31 July 2002 and
of its tatal return and cash flows for the year then ended and

hage been properly prepared in accordance with the

N pa%@
AN <

PricewaterhouseCoopers
Chartered Accountants and Registered Auditors
London

24 September 2002




Statement of Total Return

dncorponing the revenue account far the yeat ended 31 July 2002

2002 2001
revenug capital fotal revenue capital total

netes £'000 £'000 £'006 £000 £'000 £'000
Losses on investments 9 - (875) (375) - (35,249) (35,249)
Income 2 1,796 - 1,796 1,860 1,860
Investment management fee 3 (826) - {826) {933) - (933)
Other expenses 4 (303) - (303) {432 (432)
Exchange (losses)/gains 15 - {257) {257) - 50 50
Net return hetore finance 667 (1,232) (565) 495 {35,199)  (34,704)
costs and taxation
Interest payable 6 (1,392) - {1,382 1,621 - {1,621)
Exchange gains/{losses) on loan - 2,607 2,007 - {1,087) {1,087)
Return on ordinary {7125) 779 50 {1,126) {36,286) (37,412)
activiiles before tax
Tax on ordinary activities 7 {77) - (77) (177} - (77
Return on ordinary actlvities after
fax for the year attributahle (802) 175 £27) {1,303) (36,286) (37,589)
to equity shareholders
Return per ordinary share
Basic 8 {0.85p) 0.82p (0.03p) {1.31p) (36.38p) (37.69p)

All revenue and capital items in the above statement derive from continuing operations.
No operations were acquired ot discontinued in the year.

The notes on pages 27 to 37 form an integral part of the accounts
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Balance Sheet

as at 31 Juiy 2002

Fixed assets

Investments

Current assets
Debtors
Cash at bank

Eredltors - amounts falling due within one year

Net current assets/(llabilitles)

Total assets [ess current liabilitles

Greditors - amounts falling due after more than one year
Total net assets

Capiial and reserves

Called up share capital
Share premium account
Capital redemption reserve
Other reserves

Other reserve

Warrant reserve

Capital reserve - realised
Capital reserve - unrealised
Revenue reserve

Total equity shareholders’ funds

Net asset value per ardinary share:
Basic

The accounts on pages 24 to 37 were approved by the Board of Directors

on 24 September 2002 and were signed on its behalf by:

W%Nﬁ/w /

Sir Victor Garland

Chairman

The notes on pages 27 to 37 form an integral part of these accounts

noies

11

12

13

14
15
15

15
15
15
15
15

16

2002

£'000

76,980

724
4,547

5,271
(1,078)

4193

11713

(20,437)

0,736

23,376
7
2,330

59,282
7,369
(24,016)
(5,981)
{1,631)

60,736

64.95p

2001

£000

81,369

380
3,505

3,885
{23,083)

(19,208)

62,161

62,161

24,092

1,614

60,680
7,369
(17,292}
{13,480}
(829)

62,161

64.50p



Gash Flow Statement

for the year ended 31 July 2802

notes

Operating activities

Investment income received
Interest received

Investment management fees paid
Directors’ fees paid

Other cash payments
Net cash inflow from operating activitles 20

Returns on investments and servicing of finance

Interest paid
Net cash outilow from servicing of finange

Taxatlon

UK income 1ax recovered

Financial Investment
Purchase of investments
Realised (losses) / gains

Disposal of nvestments
Net eash inflow from finanelal Investment
Net cash Inflow hefore financing

Financing

Repurchase of ordinary shares

Exercise of warrants

7.03% fixed rate unsecured loan repaid

6.28% fixed rate unsecured loan drawn down
Met cash outflow fram financing 19

Increase In cash 18

The notes on pages 27 to 37 form an integral part of these accounts
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2002

£'000

1,127
38
(628)
(®4)
(269)

254

{1,539)

{1,539

369

(79,853)
(244)
83,572

3475

2,559

(1,398)

(21,709)
21,709

(1,398)

1,161

2001

£000

1,426
81
(628)
&7)
(346)

196

{1,602)

(1,602)

(61,067)
88
67,366

6,387

4,981

{2,516)
5

(2,511)

2470



Notes to the Accounts

1 Accounting Policies

A summary of the accounting policies used is set out below. The Company has adopted the AITC Staternent of Recommended

Practice (SORP) for Investment Trusts dated December 1995,

a)

b)

c)

d)

e)

g

h)

),

The accounts have been prepared in accordance with applicable accounting standards and under the historical cost
convention, modified to include the revaluation of fixed asset investments and on the assumption that approval as an

investment trust will be granted.
In accordance with Financial Reporting Standard (FRS) 4, a warrant reserve has been established.

Income from equity investments is credited to the revenue account on the date on which it is ex-dividend. Interest
receivable on fixed interest securities is accounted for on an accruals basis. Franked dividends are accounted for net of
any tax credit. Unfranked nvestment income includes tax deducted at source. Interest receivable on short-term loans
and deposits, interest payable and expenses of management are dealt with on an accruals basis. Where the Company has
elected to receive its dividends in the form of additional shares rather than cash, the amount of the cash dividend is
recognised as income. Any excess in the value of the shares received over the amount of the cash dividend is recognised

in capital reserves.

Transactions denominated in foreign currencies are calculated in sterling at the rates of exchange ruling zs at the date of
transactions, Assets and liabilities in foreign currencies are translated at the rates of exchange ruling at the balance sheet
date. Realised and unrealised capital gains and losses, including exchange differences on the translation of foreign

currency assets and liabilities, are dealt with in capital reserves realised and unrealised.

Listed investments are valued at middle market prices. Unlisted investments are valued at market prices ruling where an
organised market in such investments exists, other unquoted investments are included at Directors’ valuation, Where a
price is not readily available the holding would be valued at cost unless circumstances indicate a different valuation is
warranted. In general, valuations are increased where a substantial arms length transaction has occurred subsequent to
acquisition, at a price higher than cost. Valuations are decreased where subsequent transactions have taken place at a price

lower than cost or where Fidelitys Fair Value Commitiee is aware that the company is experiencing operating difficulties.

All expenses are accounted for on an accruals basis and are charged in full to the revenue account within the Statement
of Total Return. Finance costs are accounted for on an accruals basis and in accordance with the provisions of FRS4

“Capital Instruments”.

Gains and losses on the realisation of investments and realised exchange differences of a capital nature are accounted for

in the capital reserve - realised.

Increases and decreases in the valuation of investments held at the year end and unrealised exchange differences of a

capital nature are accounted for in the capital reserve - unrealised.

The Company holds an investment in the Fidelity institutional Cash Fund ('the Fund’). The appreciation in market
value of the units held in the Fund is a reflection of the interest earned within the Fund, and accordingly, except for the

foreign exchange movements, is treated as interest income receivable rather than capital.

Special dividends are treated as a repayment of capital unless there is sufficient evidence that they should be treated

as revenue.

Deferred taxation is provided for in respect of all timing differences that have originated but not reversed by the balance

sheet date. A deferred tax asset is only recognised to the extent that it is recoverable.

Deferred tax is recorded in accordance with FRS19 'Deferred Tax'. The adoption of this standard has had no impact on

current or prior year results.
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Notes to the Accounts

Income

Income from Investments
Overseas dividends
Overseas scrip dividends

Overseas interest

Other income
Deposit interest

Total income

Total Income comprises
Dividends

Interest

Income from investments
Listed overseas

Invesiment management fee

Investment managerment fee

A summary of the terms of the Management Agreement is given in the Company Summary on page 1.

Diher expenses

Directors’ fees

Other

Expense reduction*
Auditors’ remuneration
Audit

Directors’ fees

Directors’ fees (including national insurance contributions)

During the year the Chairman, Sir Victor Garland, received fees of £15,000 (2001: £14,233 for the period 20 November 2000 to 31
July 2001). David FizWilliam-Lay, Sir Robin MclLaren and Roger Hulett received fees of £11,000 (2001: £10,581). Simon Haslam
waived his fees of £11,000 in the year (2001: £10,581). There is no additional fee for the chairman of the Audit Committee,

2002

£000

1537

167

1,707

82

1,79

1,540

256

1.796

1,707

2602

£'000

826

2002

£'000

51
251
(1

303

2002

£'000

LY

200

£'000

1,709
70

1,779

&1

1,860

1,779
81

1,860

1,778

2001
£'000

933

2001
£'000

51
380
{11

12

432

2001

£'000

51

* The Manager has an arrangemenu with selected brokers whereby a portion of commissions from security transactions may be paid to the Company 1o reduice expenses.
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Interest Payahle

2002
£'000
Repayahle within 5 years
Bank overdraft 3
Fixed rate unsecured loan 1,389
1,392
Tax on ordinary activities
a) Analysls of charge In period
2002
£000
QOverseas tax suffered 167
Prior year adjustment {90)
Total current tax for the year (see note 7b) 17

b) Factors atfecting the tax charge for the period

2001

£'000

14
1,607

1,621

2001

£000

177

177

The tax assessed for the period is higher than the standard rate of corporation tax in the UK for a large company (30%) (2001:

30%). The differences are explained below:

2002

£000
Return on ordinary activities before tax (725)
Return on ordinary activities multiplied by the standard rate of
corporation tax of 30% (2001: 30%) {218)
Effects of:
Income not included for tax purposes {5}
Taxable income in capital 49
Overseas tax expensed {50)
Management expenses not utilised in the year 224
Overseas taxation 167
Prior year adjustment {90)
Current corporation tax chatrge (note 7a) 77

2001

£'000

{1,126)

(338)

177

The deferred tax asset of £708,190 in respect of unutilised expenses at 31 July 2002 (2001: £472,925) has not been

recognised as it is unlikely that this asset will be unutilised.

29



Notes to the Accounts
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Relurn per ordinatry share

2001
TEVENHE total revenue capital
Basic 10.85p) (0.03p) {1.31p) (36.38p)

Returns per ordinary share are based on the net loss on ordinary activities after taxation of £802,000 (2001: £1,303,000), and

total

(37,59,

the capital appreciation in the year of £775,000 (2001: depreciation of £36,286,000) and on 93,951,763 ordinary shares

(2001: 99,728,410}, being the weighted average number of ordinary shares in issue during the year.

As the basic and fully-diluted returns, calculated according to the provisions of FRS 14, are identical, the fully-diluted return

has not been disclosed. Since the effect of the warrants outstanding on the first day of the accounting period is not dilutive,

they have not been included in the calculation of the fully-diluted return.

lnvestments

Listed overseas

Loan stock

Total listed Investments

Unlisted investments - Directors’ valuation

Opening book cost

Opening unrealised appreciation

Opening valuation
Movements in the year
Purchases at cost
Sales - proceeds

Sales - realised losses on sales

Increase/(decrease) in unrealised appreciation

Glosing valuation

Closing bookcost

Closing unrealised appreciation/{depreciation)

Realised losses on sales

Increase/{decrease) in unrealised appreciation

Lesses on investments (excluding exchange rate effects)

The annualised portfolio turnover rate for the year was 104% (2001:

2002
£000

76,073
807

76,980

76,980

listed overseas
£'000

92,372

(11.010)

81,362

80,413
(83,827)
(4.768)
3,800

76,980

84,190
(7,210

76,980

2002
£'GB0

(4,768)
3793

{975)

78%)

unlisted averseas
£000

2001
£'000

61,362

81,362
7

81,369

lotal
£'000

92,372
£11,003)

81,369

80,413
(83,827)
(4,768)
3,783

76,980

84,190
{7,210)

76,980

2001
£'000

(3,385)
(31,864)

(35,249)



10

FRS - 13 Financial Instruments

The investment objective of the Company is detailed in the Company Summary on page 1. In pursuit of this cbjective, the

Company may be exposed to various forms of risk, as described below.
The Company’s financial instruments comprise:

+ Equity shares held in accordance with the Company’s investment objective and policies
+  Cash, liquid resources and short-term debtors and creditors that arise from its operations

+ US dollar borrowings to finance operations

The risks arising from the Companys financial instruments are market price risk, which comprises interest rate risk, equity
price changes and foreign currency exposure, liquidity risk and counterparty credit rigk. The Board reviews and agrees policies
for managing each of these risks, which are summarised below. These policies have remained unchanged since the beginning

of the acccunting period.

Market price risk

Market risk arises mainly from uncertainty about future prices of financial instruments used in the Company’s business. It
represents the potential loss the Company might suffer through holding market positions in the face of price movemen:s and
changes in exchange rates. The Board meets quarterly to consider the asset allocation of the portfolio and the risks associated
with particular industry sectors within the parameters of the investment objective. The Investment Manager is responsible for
actively monitoring the existing portfelio selected in accordance with the overall asset allocation parameters described above

and seeks to ensure that individual stocks also meet an acceptable risk-reward profile.

Fair value of tinancial assets and liahilities
Financial assets and liabilities are stated in the balance sheet at values which are not materially different to their fair values,
with the exception of the US dollar-denominated fixed rate unsecured loan, whose fair value as at 31 July 2002 given below

has been calculated by discounting future cash flows at current US dollar interest rates.

2002 2001
fair vaiie  hook vaiue fair value  book value
£'080 £'000 £000 £'000
Fixed rate unsecured loan @ 7.03% per annum - - 22,996 22,444
Fixed rate unsecured loan @ 6.28% per annum - 24197 20,437

Interest rale risk

The Company has raised finance for its operations through the issue of shares. In addition, financing has been obtained
through a US dollar-denominated fixed rate unsecured bank loan, which falls due for repayment in September 2006. The
Company is therefore not exposed to a financial risk arising as a result of any increase in US dollar interest rates on this loan.

The Board imposes borrowing limits to ensure gearing levels are appropriate to market conditions.

The Company’s financial assets are mainly invested in equity shares and other investments which neither pay interest nor have
2 maturity date. As at 31 July 2002 the Company also had substantial cash balances of £3,655,000 (2001 £2,823,000}
denominated in US dollars. The rate of interest on the cash balances is currently 2.21% (2001: 5.56%), consequently the risk

of a decrease in cash interest earned is low.
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Notes to the Accounts

32

The interest profile of the Company’ financial liabilities excluding short-term creditors, as at 31 July 2002 was as follows:

2002
fixed rate financial Hahilities
Gurrency £°000

US Dollar 20,437

2002

weighted

average

interest rate

Gurrency £'000

US Dollar 6.28%

Foreign currency risk

The Company’s total return and balance sheet can be significantly affected by foreign exchange movements because the

20m
fixed rate financial liabilities
£:000

22,444

2002
fixed rate financial
liabilities:weighted

averang period for
which rate is fixed
£000

50 months

Company’s assels and income are denominated in currencies other than the Company’s base currency (sterling).

The Board has identified three principal areas where foreign currency risk could impact the Company:

»  Movements in rates affecting the value of investments
* Movements in rates aifecting short-term timing differences

*  Movemenis in rates affecting the income received

The Company does not hedge the sterling value of investments or other net assets priced in other cwrrencies by the use of

derivatives. However, it has increased finance available to the Company for its invesiment activities with US dollar borrowings,

thereby hedging part of the movements which are a result of exchange movements.

The Company might also be subject to short-term exposure from exchange rate movements, for example between the date

when an investment is bought or sold and the date when settlerment of the transaction occurs. Incorme denominated in foreign

currencies is converted to sterling on receipt.



The following is an analysis of the Companys foreign currency exposure as at 31 July 2002 and 2001:

2002 2001

Foreign Forgign  Ne!forgion Foreign Foreign  Net foreign

UIrensy CUMEBRCY CUHency currency curtency currency

maneiary mgnetary monetary monetary monetary monetary

assels [iahilities assets assets [abilities assets

Gurrency £060 £000 £000 £000 2000 £000
Hong Kong dollar 17,535 - 17,535 33,201 - 33,201
Indian rupee 1,156 {76) 1,080 - - -
Indonesian rupiah 2,128 (1 2,117 705 - 705
Korean won 18,132 <) 19,138 15,405 - 15,405
Malaysian ringgit 8,999 (74) 8,525 4,982 {90) 4,892
Philippine peso - - - 677 - 677
Singapore dollar 8,741 {2186) 8,525 9,330 {90) 9,240
Taiwan doliar 12,277 13} 12,264 14,992 - 14,992
Thai haht 1,190 40 1,230 1,565 - 1,565
US dollar 3,868 {20,547) {16,679) 4,106 22,703) {18,597)
Total 74,628 (20,891) 53,735 84,963 (22,883) 62,080
UK sterling 7,625 (624) 7,601 290 (209) 81
Balance shest total 82,251 (21,515) 60,735 85,253 (23,002 62,161

Liguidity risk
The Company’s assets mainly comprise readily realisable securities, which can be easily seld to meet funding commitments if
necessary. Short-term flexibility is achieved by the use of overdraft facilities as required. Details of the Company’s borrowing

commitments are explained in note 13 to the accounts,

The maturity profile of the Company’s financial liabilities at 31 July 2002 and 2001 is as follows;

2002 ' 2001

£060 £000

Within one year - 22,444
After more than two years but less than five years 20,437 -
20,437 22,444

Short-term debtors and other short-term creditors are excluded from the above analysis.

Gounterparty risk

Certain transactions in securities that the Company enters into expose it to the risk that the counterparty will not deliver either

the shares {on a purchase) or the cash {on a sale) after the Company has fulfilled its responsibilities. There is also

counterparty risk associated with deposit takers.

The Company buys and sells investments on a delivery versus payment basis.

a
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n

12

13

The Company only buys and sells investments through brokers which have been approved by the Manager as acceptable

counterparties. Additionally, Fidelity seis limits as to the maximum exposure to any individual broker at any time, the limits

being reviewed on a regular basis.

Debtors

Securities sold for future settlement
Income tax recoverable

UK Corporation tax recoverable
Other debtors

Creditors - ameunts faliing due within one year

Fixed rate unsecured loan @ 7.03% per annum
Securities purchased for future settlement
Accruals

Tax payable

Loan interest payable

Overdraft

Other creditors

Sreditors - amaunts falling due after one year

Fixed rate unsecured loan @ 6.28% per annum

The fixed rate loan from HSBC bank of US$32 million was drawn down on 27 September 2001 at a rate of 6.28% per annum.
The loan is for a period of five years and is due t¢ be repaid on 27 September 2006. The Company has entered into an
arrangement with HSBC whereby if total borrowings exceed 49% of the Company’s assets, sufficlent money is placed in a

charged account with HSBC to reduce borrowings below 49%. On 31 July 2002 no money was lodged with HSBC.

2002
£'000

166

558

724

2002
£'000

395
397

85
112

1,078

2002
£'000

20,437

20,437

2001

£'000

n

1M

380

2001

£'000

22,444
90
194

259
106

23,093

2001

£2000



14  Called-up share capital

2002 2001
£000 £'000

Authorised:
200,000,000 ordinary shares of 25p each 50,000 50,000
Issued, allotied and fully paid:
Beginning of year 24,092 25,105
Exercise of 5,857 warrants on 30 November 2000 - 1
Repurchase of 100,000 ordinary shares on 9 January 2001 - (25)
Repurchase of 200,000 ordinary shares on 14 March 2001 - (50)
Repurchase of 250,000 ordinary shares on 21 March 2001 - (63)
Repurchase of 3,356,000 crdinary shares on 12 June 2001 - (839)
Repurchase of 150,000 ordinary shares on 28 June 2001 - {3n
Repurchase of 250,000 ordinary shares on 22 August 2001 (63)
Repurchase of 1,000,000 ordinary shares on 24 August 2001 {250
Repurchase of 250,000 ordinary shares on 30 August 2001 (63)
Repurchase of 175,000 ordinary shares on 7 September 2001 {43)
Repurchase of 275,000 ordinary shares on 21 September 2001 {69)
Repurchase of 750,000 ordinary shares on 7 November 2001 (187
Repurchase of 165,000 ordinary shares on 19 February 2002 (#1) -
End of year

93,505,653 (2001: 96,370,6533) ordinary shares of 25p each 23,376 24,092

At 31 July 2002 there were 20,468,547 (2001: 20,468,547) warrants cutstanding. Holders have the right to subscribe for ordinary shares
at 100p on 29 November 2002 and subsequently on 30 November in any of the years 2003 10 2006, both inclusive.

15 Reserves

20082

share cajital capital capital
premium  redemption other warrant Teserve raserve revenue
aceaunt reserve reserve reserve realised unrealised reserve
£'800 £'000 £'000 £'000 £'000 £'000 £'000
Beginning of year 7 1,614 60,680 7,369 {17.292) (13.4380) 829)
Exchange losses - - - - {244) (13) -
Net gain/(loss) on realisation of investments - - - - {4,768) - -
Increase in unrealised appreciation - 3.793 -
Exchange (loss)/gain on loans - - - - (1.712) 3,719 -
Retained net lass for the year - - - - - - (802

Repurchase of ordinary shares - 718 {1,398) -

End of year 7 2,330 59,282 7,369 (24,016) (5,981) (1,631)
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16

17

18

Net asset value per share
The basic net asset value per ordinary share is based on net assets of £60,736,000 (2001: £62,161,000) and on 93,505,653
(2001: 96,370,653} ordinary shares, being the number of ordinary shares in: issue at the year end.

The fully-diluted net asset value per ordinary share has been calculated on the assumption that the outstanding warrants of
20,468,547 ar 31 July 2002 (2001 20,468,347) were exercised on that date. As the fully-diluted net asset value per ordinary share

exceeds the basic net asset value per ordinary share this year it has therefore not been stated.

The basis of the calculation is considered to be more appropriate than the basis given in FR514 as it is consistent with the
caleulation of fully-diluted net asset value which is prepared in accordance with guidelines laid down by the Association of

Investment Trust Companies and 1s provided to the London Stock Exchange on an ongoing basis.

Reconciliation 6f meveme in shareholders’ funds

2002 2001

£'0G0 £'000
Dpening shargholders’ funds 62,151 102,261
Exercise of warrants - 5
Repurchase of ordinary shares (1,398) {2,516)
Total recognised losses (27 (37,589
Closing shareheolders’ funds 60,736 62,161
Reconciliation of net cash movements to movement in net deht

2002 2001

£'000 £'000
Beginning of year {18,045) {20,390)
Net cash inflow 1.161 2,470
Unrealised foreign exchange loss (13 (38
7.03% fixed rate unsecured loan repaid {21.708) -
5.28% fixed rate unsecured loan drawn down 21,709 -
Foreign exchange movement on fixed rate unsecured loans 2,007 {1,087)
Ghange in net debt 3,155 1,345
End of year {15,8903 (19,045)

change in

2002 the year 2001

£'000 £'000 £'000
Analysis of halanees
(Cash at bank 4,547 1,042 3,505
Fixed rate unsecured loans {20,437 2,007 (22,444}
Overdraft - 106 (106}
Entl of year {15,390 3,155 {19,045)




18 Analysis of chanues in financing during the year

2002 2001
share loan share loan

capital total capital total

£aan £'000 £'000 £1000 £000 £'000

Bealnning of year 93,762 22,444 116,206 96,273 21,357 117,630
Cash outflow from repurchase of shares (1,398) (1,398) {2,516) 2.516)
Cash inflow from exercise of warrants - - 5 5

7.03% fixed rate unsecured loan repaid {21,709) (21,709) -
6.28% fixed rate unsecured loan drawn down - 21,708 71,709 - -
Change in value of fixed rate unsecured loans - (2,007 {2,007) 1,087 1,087
End of year 92,364 20,437 112,801 93,762 22,444 116,206
20 Reconciliation of net revenue betore finance costs and taxation to net cash inflow from operating aclivities

2002 2001

£'000 £000

Net return before {inance costs and taxation 867 485
Scrip dividends (3) {70}
Interest income on the Institutional Cash Fund (164) -
Increase / (decrease) in other creditors 292 24
(Decrease) / increase in other debtors {457} 41
Tax on investment income 81 {246}
Net cash inflow {rom cperating activities 254 196

21  Contingent liabilities and capital commitments

There were no contingent liabilities or capital commitments as at 31 July 2002 (2001: nil}.

22  Related parly disclosures

The Directors have complied with the provisions of FRS8 which require disclosure of related party transactions and balances.

Full details are set cut in the Directors” Report on page 17.

37




