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Highlights of the Rights Offering

OVERVIEW OF THE RIGHTS OFFERING
The Greater China Fund, Inc. (the “Fund”) is issuing to its stockholders of record (“Record Date Stockholders”) as of the close
of business on November 18, 2005 (the “Record Date”) transferable rights (“Rights”) entitling the holders of those Rights to sub-
scribe for new shares of the Fund’s common stock. Record Date Stockholders will receive one Right for each share of common
stock held on the Record Date. These Rights entitle the holders to purchase one new share of common stock for every three Rights
held, at a discount to the market price. Furthermore, Record Date Stockholders who exercise all of their Rights will be entitled to
request to purchase additional shares, subject to certain limitations and subject to allotment. The shares of Fund’s outstanding com-
mon stock are listed on the New York Stock Exchange (“NYSE”) and trade under the symbol “GCH,” as will the shares issued in
connection with this Rights Offering. The Rights are transferable and will be listed for trading on the NYSE under the symbol
“GCH.RT” during the course of this Rights Offering.

WHY IS THE FUND CONDUCTING A RIGHTS OFFERING?
The Fund’s Board of Directors has determined that it is in the Fund’s best interest and would result in a net benefit to its shareholders
to increase the Fund’s assets available for investment, thereby enabling it to take advantage more fully of available existing and fu-
ture investment opportunities consistent with the Fund’s investment objective of long-term capital appreciation through investment
in listed equity securities of China companies (companies that (i) are organized under the laws of, and have their principal place of
business in, China or Hong Kong or (ii) during their most recent fiscal year derived at least 50% of their revenues or profits from
goods produced or sold, investments made or services performed in China or Hong Kong or have at least 50% of their assets in China
or Hong Kong (“China companies”)). At a meeting held on November 8, 2005, the Board of Directors voted to approve the offer.
In reaching this decision, the Board of Directors considered, among other matters, advice by the investment manager that new cap-
ital would permit the Fund to take advantage of available and emerging investment opportunities in listed equity securities of China
companies without having to sell portfolio securities that the investment manager believes should be held. In the view of the Fund’s
investment manager, the outlook for new investment opportunities in China companies is promising.

WHY SHOULD I EXERCISE MY RIGHTS?
China’s recent positive economic trends are likely to continue in the medium term
Real GDP growth in China has exceeded 8% per annum on average since 1997 and, based upon public economic forecasts, the
investment manager expects China’s GDP to grow at 8-9% annually over the medium term.

Opportunity to take advantage of an attractive market
Since market-oriented reforms were initiated in 1978, China has successfully transformed itself from an agriculture-based econ-
omy into a manufacturing-based economy. Based upon the outsourcing trend in Western economies and improvements in tech-
nology and management know-how in China, the investment manager expects China to remain a dominant force in the global
manufacturing sector. China is also rapidly developing its tertiary industries—information technology, retail, tourism, and financial
services—and the investment manager believes this could drive the next leg of economic growth for the country.

IPO activity likely to remain strong in the near term
Proceeds from the Rights Offering will allow the Fund to participate in upcoming initial public offerings and corporate share place-
ments of China companies without having the need to dispose of its current holdings. Corporate IPOs and share placements have
been abundant since 2003 and are expected by the investment manager to remain buoyant in 2005 through 2006, as evidenced by
some of the world’s largest recent IPOs being China companies (e.g., China Construction Bank and Bank of China). An enlarged
Fund size is beneficial to the Fund’s shareholders as it provides greater bargaining power for the Fund in securing favorable al-
locations on IPOs and corporate share placements.

Availability of additional investment opportunities
The stock markets of China have grown significantly in recent years, as the privatization of the state-owned enterprises further
expands into more sectors, such as insurance and banks. In addition, the proliferation of private enterprises and their listings provide
investors further choices outside of the state sectors. The investment manager believes that new capital will permit the Fund to
take advantage of additional investment opportunities available in the medium term.

Opportunity for investors to buy shares at a discount to the market price
This Rights Offering provides Record Date Stockholders the opportunity to purchase additional shares of the Fund’s common stock
at a price below market price and net asset value (subject to the sales load described in this prospectus). The price of the new shares
will not be determined until the day the Rights Offering expires (the “Expiration Date”) and will be calculated as 90% of the lower
of (1) the average of the last reported sales price of a Fund share on the NYSE for the five trading days ending with the Expiration
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The Greater China Fund, Inc.
4,209,168 Shares of Common Stock
Issuable Upon Exercise of
12,597,503 Rights to Subscribe for Those Shares
We are issuing to our shareholders of record as of the close of business on November 18, 2005, transferable rights entitling the holders of
these rights to subscribe for an aggregate of 4,209,168 shares of our common stock, par value $0.001 per share. Shareholders of record will
receive one right for each share of common stock held on the record date. Shareholders who fully exercise their rights will be entitled to
subscribe, subject to certain limitations and subject to allotment, for additional shares represented by any unexercised rights. The rights are
transferable and will be traded on the New York Stock Exchange (the ‘‘NYSE’’) under the symbol ‘‘GCH.RT’’ during the course of this offer.
See ‘‘The Offer’’ for a complete discussion of the terms of this offer. The subscription price per share will be 90% of the lower of (i) the
average of the last reported sale prices of a share of our common stock on the NYSE on the date on which the offer expires, as such date
may be extended (the ‘‘expiration date’’), and the four preceding business days and (ii) the net asset value per share of our common stock as
of the close of business on the expiration date.

We announced this offer after the close of trading on the NYSE on November 8, 2005. Shares of our common stock trade on the NYSE
under the symbol ‘‘GCH.’’ The net asset value per share of our common stock at the close of business on November 8, 2005 was $17.42, and
the last reported sale price of a share of our common stock on the NYSE on that date was $16.03.

The offer will expire at 5:00 P.M., New York City time, on December 16, 2005, unless extended as described herein.

We are a non-diversified, closed-end management investment company. We seek long-term capital appreciation through investment in listed
equity securities of companies that (i) are organized under the laws of, and have their principal place of business in, China or Hong Kong or
(ii) during their most recent fiscal year derived at least 50% of their revenues or profits from goods produced or sold, investments made or
services performed in China or Hong Kong or have at least 50% of their assets in China or Hong Kong. We refer to such companies as
‘‘China companies.’’ Under normal market conditions, as a fundamental policy, we invest at least 65% of our total assets in equity securities
of China companies listed on stock exchanges in China and Hong Kong. We may also invest in equity securities of China companies listed on
stock exchanges located elsewhere, such as the United States, Singapore or Taiwan, in unlisted equity securities of China companies, in debt
securities of China companies and in listed equity securities of Taiwanese companies. Under normal market conditions, at least 80% of our
net assets will be invested in listed equity securities of China companies. We cannot assure you that our investment objective will be realized.
See ‘‘Investment Objective and Policies’’ in this prospectus and ‘‘Investment Objective and Policies’’ and ‘‘Investment Restrictions’’ in the
Statement of Additional Information referred to below.

Investing in us involves special considerations that are not normally associated with investments in U.S. issuers. See ‘‘Risk Factors and Special
Considerations’’ beginning on page 26 of this prospectus.

Upon completion of the offer, shareholders who do not fully exercise their rights will own a smaller proportional interest in us than they
owned prior to the offer. In addition, because the subscription price per share will be less than the net asset value per share of our common
stock as of the expiration date, the offer will result in an immediate dilution of net asset value per share for all shareholders. Such dilution is
not currently determinable because it is not known how many shares will be subscribed for, what the net asset value or market price of our
common stock will be on the expiration date or what the subscription price will be. Any such dilution will disproportionately affect
nonexercising shareholders. If the subscription price per share is substantially less than the current net asset value per share, this dilution
could be substantial. See ‘‘Risk Factors and Special Considerations—Dilution and Effect of Non-Participation in the Offer.’’ Except as
described herein, rights holders will have no right to rescind their subscriptions after receipt of their payment for shares by the subscription
agent.

This prospectus sets forth concisely the information about us that a prospective investor ought to know before investing and should be
retained for future reference. You may obtain additional information about us from our reports filed with the Securities and Exchange
Commission (‘‘SEC’’). Where indicated, we have incorporated into this prospectus information from the Statement of Additional Information
(‘‘SAI’’) dated November 10, 2005. You can find the table of contents for the SAI on page 46 of this prospectus. You may obtain a copy of
the SAI or our reports filed with the SEC upon written or oral request free of charge by contacting the information agent. In addition, the SAI
and other reports filed with the SEC, including material incorporated by reference into this prospectus or the SAI, are available on the SEC’s
website at http://www.sec.gov.

For information regarding the offer, please contact the information agent, The Altman Group, Inc., at 1-800-370-1749.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

Estimated Estimated Estimated Net Proceeds,
Subscription Price(1) Sales Load(2) to the Fund(3)(4)

Per Share $ 14.43 $ 0.54 $ 13.89

Total Maximum(5) $60,738,294 $2,272,951 $58,465,343

(Footnotes on the following page)

UBS Investment Bank

The date of this prospectus is November 10, 2005

 5  C Cs: 65155
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(continued from previous page)

Our investment manager is Baring Asset Management (Asia) Limited, an indirect wholly owned
subsidiary of Baring Asset Management Limited. Our administrator is UBS Global Asset Management
(US) Inc., which is an affiliate of the dealer manager, UBS Securities LLC. The investment manager,
as well as the administrator, will benefit from the offer because their fees are based on our average net
assets. Our address is 51 West 52nd Street, New York, New York 10019-6114, and our telephone
number is (212) 882-5000.

(footnotes from the previous page)
(1) Estimated on the basis of 90% of the market price per share at the close of trading on the NYSE

on November 8, 2005.
(2) UBS Securities LLC will act as dealer manager for this offer. In connection with the offer, the dealer

manager will receive a fee for its financial advisory, marketing and soliciting services equal to
3.75% of the subscription price per share for each share issued pursuant to the exercise of rights
and the over-subscription privilege. The dealer manager will reallow to broker-dealers included in
the selling group to be formed and managed by the dealer manager selling fees equal to 2.50% of
the subscription price per share for each share issued pursuant to this rights offering as a result of
their selling efforts. In addition, the dealer manager will reallow to other broker-dealers that have
executed and delivered a soliciting dealer agreement and have solicited the exercise of rights solici-
tation fees equal to 0.50% of the subscription price per share for each share issued pursuant to the
exercise of rights as a result of their soliciting efforts, subject to a maximum fee based on the
number of shares held by each broker-dealer through the Depository Trust Company (‘‘DTC’’) on
the record date. The Fund has also agreed to reimburse the dealer manager up to an aggregate of
$100,000 for a portion of its reasonable out-of-pocket expenses incurred in connection with the
offer. The Fund and its investment manager have agreed to indemnify the dealer manager or con-
tribute to losses arising out of certain liabilities, including liabilities under the Securities Act of
1933, as amended (the ‘‘Securities Act’’). See ‘‘Distribution Arrangements.’’

(3) Before deduction of offering expenses payable by us, estimated at $520,000. Offering expenses
include an aggregate of up to $100,000 to be paid to the dealer manager as partial reimbursement
for its expenses and fees to be paid to the subscription agent and the information agent estimated
to be $25,000 each, inclusive of out-of-pocket expenses, which fees will be borne by all of the
Fund’s shareholders, including those shareholders who do not exercise their rights.

(4) Funds received by check prior to the final due date of the offer will be deposited into a segregated
interest-bearing account (whose interest will be paid to us) pending proration and distribution of
shares.

(5) Assumes all rights are exercised at the estimated subscription price. All of the rights offered may
not be exercised.

Unless otherwise specified, all references in this prospectus to ‘‘U.S. dollars,’’ ‘‘dollars,’’ ‘‘US$’’ or
‘‘$’’ are to United States dollars; all references to ‘‘RMB’’ or ‘‘renminbi’’ are to renminbi, the legal
tender currency of The People’s Republic of China (‘‘PRC’’ or ‘‘China’’); and all references to ‘‘Hong
Kong dollars’’ or ‘‘HK$’’ are to Hong Kong dollars, the legal tender currency of Hong Kong. On
November 8, 2005, the noon buying rates in New York City for cable transfers certified for customs
purposes by the Federal Reserve Bank of New York were RMB8.0867 per U.S. dollar and HK$7.7539
per U.S. dollar.

Unless otherwise indicated, U.S. dollar equivalent information in renminbi for a period is based on
the official exchange rate on the last day in the period, U.S. dollar information for renminbi as of a
specified date is based on the official exchange rate for that date, U.S. dollar equivalent information in
Hong Kong dollars for a period is based on the average of the daily exchange rates for such period and
U.S. dollar information for Hong Kong dollars as of a specified date is based on the exchange rate for
such date. We make no representation in this prospectus that the renminbi, Hong Kong dollar or U.S.
dollar can be converted into any other currency, at any particular rate or at all.

ii
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PROSPECTUS SUMMARY

This summary highlights some information that is described more fully elsewhere in this prospectus. It
may not contain all of the information that is important to you. To understand the offer fully, you should
read the entire prospectus carefully, including the risk factors discussed in ‘‘Risk Factors and Special Consid-
erations’’ beginning on page 26 of this prospectus, and the information included in the SAI.

The Offer

Purpose of the Offer

As a consideration to making the offer, our Board of Directors has determined that it is in our
best interest and would result in a net benefit to our existing shareholders to increase our assets
available for investment, thereby enabling us to take advantage more fully of available existing and
future investment opportunities consistent with our investment objective of long-term capital apprecia-
tion through investment primarily in listed equity securities of China companies. At a meeting held on
November 8, 2005, our Board of Directors voted to approve the offer. In reaching this decision, the
Board of Directors considered, among other matters, advice by the investment manager that new
capital would permit us to take advantage of available and emerging investment opportunities in China
companies without having to sell portfolio securities that the investment manager believes should be
held. In the view of our investment manager, the outlook for new investment opportunities in China
companies is promising. The offer seeks to provide an exclusive opportunity to existing shareholders to
purchase shares at a discount to both the market price and net asset value (subject to the sales load
described in this prospectus). The distribution to shareholders of transferable rights, which may them-
selves have intrinsic value, also will afford non-participating shareholders the potential of receiving cash
payment upon the sale of the rights, receipt of which may be viewed as partial compensation for any
dilution of their interests that may occur as a result of the offer. Our Board of Directors also took into
account that a well-subscribed rights offering may marginally reduce our expense ratio (since our fixed
costs could be spread over a larger asset base), which would be of long-term benefit to us, and could
increase trading liquidity of our shares on the NYSE.

We cannot assure you that this offer will be successful or that, by increasing our size, our aggre-
gate expenses and, correspondingly, our expense ratio will be lowered or that liquidity of our shares
trading on the NYSE will increase. See ‘‘The Offer—Purpose of the Offer.’’

Terms of the Offer

We are issuing to our shareholders of record as of the close of business on November 18, 2005, the
record date for the offer, one transferable right for each share of common stock owned on the record
date. Each shareholder on the record date and each other holder of the rights is entitled to subscribe
for one share of common stock for every three rights held. We will not issue fractional shares of our
common stock upon the exercise of rights; accordingly, rights may be exercised only in multiples of
three, except that any shareholder on the record date who is issued fewer than three rights will be able
to subscribe for one share of common stock. Rights are evidenced by subscription certificates that will
be mailed to shareholders of record, except as described below under ‘‘The Offer—Foreign Restric-
tions.’’ We refer to a rights holder’s right to acquire during the subscription period at the subscription
price one additional share for every three rights held (or in the case of any shareholder on the record
date who is issued fewer than three rights, the right to acquire one share of common stock) as the
‘‘primary subscription.’’

1
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The rights are transferable and will be traded on the NYSE under the symbol ‘‘GCH.RT’’ during
the course of this offer. Our outstanding common stock is listed on the NYSE and trades under the
symbol ‘‘GCH,’’ as will the shares issued upon exercise of the rights.

Rights holders may exercise rights at any time during the subscription period, which commences on
November 18, 2005 and expires at 5:00 p.m., New York City time, on December 16, 2005 (the expira-
tion date), unless we extend the expiration date to 5:00 p.m., New York City time, on a date no later
than December 30, 2005. See ‘‘The Offer—Expiration of the Offer; Extending the Expiration of the
Offer.’’

Rights holders who are shareholders on the record date and who fully exercise the rights they
obtained in the primary subscription will be entitled to an over-subscription privilege under which they
may subscribe for additional shares at the subscription price. Any shares made available pursuant to the
over-subscription privilege are subject to allotment. See ‘‘The Offer—Over-Subscription Privilege.’’

Over-Subscription Privilege

Shareholders who exercise all the rights issued to them (other than those rights that cannot be
exercised because they represent the right to acquire less than one share) are entitled to subscribe for
additional shares represented by any unexercised rights issued in the primary subscription. This is
known as the ‘‘over-subscription privilege.’’ Investors who are not shareholders on the record date, but
who otherwise acquire rights to purchase shares of our common stock pursuant to this rights offering,
are not entitled to subscribe for any shares of our common stock pursuant to the over-subscription
privilege. To the extent sufficient shares are not available to honor all over-subscription requests, any
remaining unsubscribed shares will be allocated pro rata among those shareholders who over-subscribe
based on the number of shares they owned on the record date for the offer. See ‘‘The Offer—Over-
Subscription Privilege.’’

Subscription Price

The subscription price for the shares we will issue pursuant to the exercise of rights in the primary
subscription and the over-subscription privilege will be 90% of the lower of (i) the average of the last
reported sale prices of a share of our common stock on the NYSE on the expiration date (the date on
which the offer expires) and the four preceding business days and (ii) the net asset value per share of
our common stock as of the close of business on the expiration date. Since the subscription price will
be determined on the expiration date, rights holders who decide to acquire shares in the primary
subscription or under the over-subscription privilege will not know when they make that decision the
purchase price of those shares. See ‘‘The Offer—Subscription Price.’’

Transferability and Sale of Rights

The rights are transferable until the close of business on the last business day prior to the expira-
tion date, which is December 15, 2005. We may, however, extend the expiration of the offer until
5:00 p.m., New York City time, on a date no later than December 30, 2005. The rights will be traded
on the NYSE under the symbol ‘‘GCH.RT,’’ subject to notice of issuance. We will use our best efforts
to ensure that an adequate trading market for the rights will exist by requesting that the rights be
traded on the NYSE and by retaining the dealer manager, the subscription agent and the information
agent, but we cannot assure you that a market for the rights will develop. Assuming a market does exist
for the rights, you may purchase and sell rights through the usual brokerage channels or sell them
through the subscription agent.

2
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Shareholders on the record date who do not wish to exercise any of the rights issued to them
pursuant to this offer may instruct the subscription agent to sell any unexercised rights through or to
the dealer manager. Subscription certificates representing the rights to be sold through or to the dealer
manager must be received by the subscription agent on or before 5:00 p.m., New York City time, on
December 14, 2005 (or, if the subscription period is extended, on or before 5:00 p.m., New York City
time, two business days prior to the extended expiration date). The rights evidenced by a subscription
certificate may be transferred in whole by endorsing the subscription certificate for transfer in accor-
dance with the accompanying instructions. A portion of the rights evidenced by a single subscription
certificate (but not fractional rights) may be transferred by delivering to the subscription agent a
subscription certificate, properly endorsed for transfer, with instructions to register such portion of the
rights evidenced thereby in the name of the transferee and to issue a new subscription certificate to the
transferee evidencing the transferred rights. See ‘‘The Offer—Transferability and Sale of Rights.’’

How to Subscribe

Rights may be exercised by either: 

• sending a completed subscription certificate together with payment of the estimated sub-
scription price of $14.43 per share (90% of the market price per share on November 8,
2005) for the shares subscribed for in the primary subscription and for any additional
shares subscribed for pursuant to the over-subscription privilege to the subscription agent
prior to 5:00 p.m., New York City time, on the expiration date, or

• having a bank, trust company or NYSE member deliver a notice of guaranteed delivery to
the subscription agent prior to 5:00 p.m., New York City time, on the expiration date
guaranteeing delivery of (i) payment of the full subscription price per share (as to be
determined on the expiration date) for the shares subscribed for in the primary subscrip-
tion and for any additional shares subscribed for pursuant to the over-subscription privi-
lege and (ii) a completed subscription certificate.

For additional information on exercising your rights, see ‘‘The Offer—Method of Exercise of
Rights’’ and ‘‘The Offer—Payment for Shares.’’

Foreign Restrictions

Subscription certificates will not be mailed to shareholders whose addresses are outside the United
States (for these purposes, the ‘‘United States’’ includes its territories and possessions and the District
of Columbia). The subscription agent will hold the rights to which those subscription certificates relate
for such shareholders’ accounts until instructions are received to exercise the rights, subject to applica-
ble law. If no instructions have been received by 5:00 p.m., New York City time, on December 13, 2005,
three business days prior to the expiration date (or, if the subscription period is extended, on or before
three business days prior to the extended expiration date), the subscription agent will transfer the rights
of these shareholders to the dealer manager, which will either purchase the rights or use its best efforts
to sell the rights. The net proceeds, if any, from sale of those rights by or to the dealer manager will be
remitted to these shareholders.

Subscription Agent

The subscription agent is PFPC Inc. See ‘‘The Offer—Subscription Agent.’’

3

 5  C Cs: 36293



    MERRILL CORPORATION MEVANS//16-NOV-05  18:38  DISK124:[05NYC1.05NYC8121]EA8121A.;16  
    8121.FMT  Free:         35DM/0D  Foot:          0D/         0D  VJ Seq: 4 Clr: 0
    DISK024:[PAGER.PSTYLES]UNIVERSAL.BST;48 

UBS GREATER CHINA PROS 11/05 Proj: P4139NYC05 Job: 05NYC8121 File: EA8121A.;16
Merrill/New York (212) 229-6500 EDGAR Page Dim: 8.250� X 10.750� Copy Dim: 38. X 54.

Information Agent

The information agent is The Altman Group, Inc. See ‘‘The Offer—Information Agent.’’

How to Obtain Information

You may obtain information with respect to the offer by contacting your bank, broker or nominee
or the information agent, The Altman Group, Inc., toll-free at 1-800-370-1749.

Important Terms of, and Dates Relating to, the Offer

The following are a few of the important terms of the offer, including key dates. For a detailed
discussion of the terms of this offer, see ‘‘The Offer.’’

Total number of shares of common stock available for
subscription . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,209,168

Number of transferable rights you will receive for each
outstanding share of common stock you own on the record
date . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . One right for every one share

Number of shares of common stock you may purchase with
your rights at the subscription price per share . . . . . . . . . . . One share for every three rights(1)

Subscription price . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 90% of the lower of (i) the average
of the last reported sale prices of a
share of our common stock on the
NYSE on the expiration date and the
four preceding business days and
(ii) the net asset value per share of
our common stock as of the close of
business on the expiration date

Record date . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . November 18, 2005

Subscription period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . November 18, 2005 - December 16,
2005(2)

Expiration date . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . December 16, 2005(2)

Payment for shares or notice of guaranteed delivery due(3) . . . . December 16, 2005(2)

Payment for guarantees of delivery due . . . . . . . . . . . . . . . . . December 21, 2005(2)

Confirmation to participants . . . . . . . . . . . . . . . . . . . . . . . . . December 28, 2005(2)

Final payment for shares due . . . . . . . . . . . . . . . . . . . . . . . . . January 11, 2006(2)

(1) Fractional shares of our common stock will not be issued upon the exercise of rights; accordingly,
rights may be exercised only in multiples of three. Holders of our common stock on the record date
will be able to acquire additional shares pursuant to an over-subscription privilege in certain
circumstances. Any holder of our common stock on the record date who is issued fewer than three
rights will be able to subscribe for one share of common stock in the primary subscription.

(2) Unless the offer is extended to a date not later than December 30, 2005.
(3) A rights holder exercising rights must deliver to the subscription agent by the expiration date either

(i) a subscription certificate with payment for the shares subscribed or (ii) a notice of guaranteed
delivery.
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Distribution Arrangements

UBS Securities LLC will act as dealer manager for the offer. Under the terms and subject to the
conditions contained in a dealer manager agreement, the dealer manager will provide financial advisory
services (including assisting the Fund in assessing dilution and earnings impact, analyzing expense and
competitive implications and evaluating the terms of the offer) and marketing assistance (including
preparation of marketing materials and public announcements) in connection with the offer and will
solicit the exercise of rights and participation in the over-subscription privilege by record date share-
holders by coordinating the activities of the subscription agent, the information agent and other share-
holder communications and by forming and managing a group of selling broker-dealers and assisting
such broker-dealers with their internal processing and promotion of the offer. The offer is not contin-
gent upon any number of rights being exercised. We have agreed to pay the dealer manager a fee for
these financial advisory, marketing and soliciting services equal to 3.75% of the subscription price per
share for shares issued pursuant to the exercise of rights and the over-subscription privilege. The dealer
manager will benefit from this offering as a result of this fee arrangement. The dealer manager will
reallow to broker-dealers included in the selling group to be formed and managed by the dealer
manager selling fees equal to 2.50% of the subscription price per share for each share issued pursuant
to this rights offering as a result of their selling efforts. In addition, the dealer manager will reallow to
other broker-dealers that have executed and delivered a soliciting dealer agreement and have solicited
the exercise of rights solicitation fees equal to 0.50% of the subscription price per share for each share
issued pursuant to the exercise of rights as a result of their soliciting efforts, subject to a maximum fee
based on the number of shares held by each broker-dealer through DTC on the record date. In
addition, we have agreed to reimburse the dealer manager up to $100,000 for a portion of its reason-
able out-of-pocket expenses incurred in connection with the offer. Prior to the expiration of the offer,
the dealer manager may independently offer for sale shares of the Fund, including shares acquired
through purchasing and exercising the rights, at prices it sets. The dealer manager may realize profits
or losses independent of any fees described in this prospectus. See ‘‘Distribution Arrangements.’’

Use of Proceeds

If 4,209,168 shares are sold at an assumed subscription price of $14.43 per share, net proceeds of
the offer are estimated to be approximately $57,945,343, after deducting our estimated offering
expenses (including the fees and expenses of the dealer manager and other offering expenses) esti-
mated to be $520,000.

The investment manager has advised us that it anticipates that the net proceeds will be invested in
accordance with our investment objective and policies set forth under ‘‘Investment Objective and Poli-
cies’’ below within three months of the expiration date, depending on market conditions and the
availability of appropriate securities. In no event will the time period for investment of the net pro-
ceeds exceed six months from the expiration date. Pending such investment, the proceeds will be
invested in high quality short-term debt instruments.

Information Regarding Us

Our Investment Objective and Policies

We are a non-diversified, closed-end management investment company organized as a Maryland
corporation and registered under the Investment Company Act of 1940, as amended (the ‘‘Investment
Company Act’’). We seek long-term capital appreciation through investment in listed equity securities
of China companies, which are companies that (i) are organized under the laws of, and have their
principal place of business in, China or Hong Kong or (ii) during their most recent fiscal year derived
at least 50% of their revenues or profits from goods produced or sold, investments made or services
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performed in China or Hong Kong or have at least 50% of their assets in China or Hong Kong. Under
normal market conditions, as a fundamental policy, we invest at least 65% of our total assets in equity
securities of China companies listed on stock exchanges in China and Hong Kong. We may also invest
in equity securities of China companies listed on stock exchanges located elsewhere, such as the United
States, Singapore or Taiwan, in unlisted equity securities of China companies, in debt securities of
China companies and in listed equity securities of Taiwanese companies.

Under normal market conditions, at least 80% of our net assets will be invested in listed equity
securities of China companies. For more information on our investment objective, investment policies
and investment restrictions and for information relating to the markets in which the Fund invests, see
‘‘Investment Objective and Policies’’ in this prospectus and ‘‘Investment Objective and Policies,’’
‘‘Investment Restrictions’’ and ‘‘Certain Information Concerning China, Hong Kong and Taiwan’’ in the
SAI.

The Investment Manager

Baring Asset Management (Asia) Limited serves as our investment manager. The investment man-
ager is a Hong Kong corporation that was incorporated in 1985 to advise institutional clients with
respect to investments in Asia. It is an indirect wholly owned subsidiary of Baring Asset Management
Limited, a leading international investment manager, which, through its subsidiaries, had approximately
$34.5 billion in assets under management for pension funds, corporations, government agencies, charita-
ble organizations, investment companies and private individuals as of December 31, 2004. Baring Asset
Management Limited, through its subsidiaries, had approximately $2.9 billion invested in Asian securi-
ties markets (excluding Japan) as of December 31, 2004. See ‘‘Management of the Fund—Investment
Manager’’ in this prospectus and ‘‘Investment Advisory and Other Services—Investment Manager’’ in
the SAI.

Compensation of the Investment Manager

We pay the investment manager a monthly fee at the annual rate of 1.25% of our average weekly
net assets up to $250 million and 1.00% of such weekly assets in excess of $250 million. The fees
payable to the investment manager are higher than those paid to the managers of U.S. investment
companies investing exclusively in securities of U.S. issuers, primarily because of the additional time
and expense required in connection with investing in equity securities of China companies. The invest-
ment manager will benefit from the offer because its fees are based on our average net assets. See
‘‘Management of the Fund—Investment Manager’’ in this prospectus and ‘‘Investment Advisory and
Other Services—Investment Manager’’ in the SAI.

The Administrator

Our administrator is UBS Global Asset Management (US) Inc. The administrator is an affiliate of
UBS Securities LLC, the dealer manager of this offer. We pay the administrator a monthly fee at an
annual rate of 0.22% of our average weekly net assets up to $75 million and 0.20% of such net assets
in excess of $75 million, subject to a minimum annual fee of $150,000. Additionally, effective Octo-
ber 4, 2004, the Board of Directors appointed an employee of the administrator to serve as our Chief
Compliance Officer for which the administrator receives 0.03% of our average weekly net assets as
compensation for its services. The administrator will benefit from the offer because its fees are based
on our average net assets. See ‘‘Management of the Fund—Administrator’’ in this prospectus and
‘‘Investment Advisory and Other Services—Administrator’’ in the SAI.
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Custodian, Transfer Agent, Dividend Paying Agent and Registrar

The Bank of New York serves as our custodian. Our custodian has entered into agreements with
foreign subcustodians in accordance with delegation instructions approved by the Board of Directors.
Our transfer agent, dividend paying agent and registrar is PFPC Inc. See ‘‘Custodian, Transfer Agent,
Dividend Paying Agent and Registrar.’’

Risk Factors and Special Considerations

Investing in us involves special considerations that are not normally associated with investments in
U.S. issuers. See ‘‘Risk Factors and Special Considerations’’ beginning on page 26 of this prospectus to
read about factors you should carefully consider before investing in us.

Certain Antitakeover Provisions

Our organizational documents—our charter and bylaws—contain provisions that could have the
effect of limiting (i) the ability of any party to acquire control of us, (ii) our freedom to engage in
certain transactions, (iii) the ability of our Board of Directors or shareholders to amend our charter
documents, (iv) the ability of our shareholders to change the composition of our Board of Directors or
(v) our conversion to an open-end investment company. These provisions of our organizational docu-
ments may be regarded as ‘‘antitakeover’’ provisions and could have the effect of depriving our share-
holders of opportunities to sell their shares at a premium over prevailing market prices by discouraging
a third party from seeking to obtain control of us. Our Board of Directors has considered these
antitakeover provisions and concluded that they are in our best interest and the best interest of our
shareholders. See ‘‘Description of Common Stock—Certain Antitakeover Provisions in Our Charter and
Bylaws and under Maryland Law.’’
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EXPENSE INFORMATION

Shareholder Transaction Expenses
Sales load (as a percentage of the subscription price per share)(1) . . . . . . . . . . . . . . 3.75%
Dividend reinvestment plan fees(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . None

Annual Expenses (as a percentage of net assets attributable to common stock)(3)

Management fees(4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.22%
Other expenses(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.75%

Administration fees(5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.24%
Other operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.51%

Total annual expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.97%

This table is intended to assist you in understanding the various costs and expenses that you will
bear, directly or indirectly, by investing in us.

Example

You would pay the following expenses on a $1,000 investment, assuming a 5% annual return
throughout the periods:

Cumulative expenses paid for the period of:

1 Year 3 Years 5 Years 10 Years

$20 $62 $106 $230

The above example assumes reinvestment of all dividends and distributions at net asset value and
an expense ratio of 1.97%. The table above and the assumption in the example of a 5% annual return
are required by SEC regulations applicable to all investment companies. This Example should not be
considered a representation of past or future expenses or rate of return; our actual expenses may be
greater or less than those shown. For more complete descriptions of certain of our costs and expenses,
see ‘‘Management of the Fund’’ in this prospectus and in the SAI.
(1) The dealer manager will receive a fee for its financial advisory, marketing and soliciting services

equal to 3.75% of the subscription price per share for each share issued pursuant to the exercise of
the rights and the over-subscription privilege. The dealer manager will reallow to broker-dealers
included in the selling group to be formed and managed by the dealer manager selling fees equal to
2.50% of the subscription price per share for each share issued pursuant to this rights offering as a
result of their selling efforts. In addition, the dealer manager will reallow to other broker-dealers
that have executed and delivered a soliciting dealer agreement and have solicited the exercise of
rights solicitation fees equal to 0.50% of the subscription price per share for each share issued
pursuant to the exercise of rights as a result of their soliciting efforts, subject to a maximum fee
based on the number of shares held by each broker-dealer through DTC on the record date. We
have also agreed to reimburse the dealer manager for a portion of its reasonable out-of-pocket
expenses up to an aggregate of $100,000. In addition, we have agreed to pay fees to the subscription
agent and the information agent estimated to be $25,000 each, inclusive of out-of-pocket expenses.
These fees will be borne by all of our shareholders, including those shareholders who do not
exercise their rights.

(2) See ‘‘Dividends and Distributions; Dividend Reinvestment Plan.’’
(3) Amounts are based on our most recently completed fiscal year, except that ‘‘Other expenses’’ are

based on estimated amounts for our current fiscal year and assume that all of the rights are
exercised.
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(4) See ‘‘Management of the Fund—Investment Manager and —Management and Administration
Agreements’’ in this prospectus and ‘‘Investment Advisory and Other Services—Investment Manager
and —Management and Administration Agreements’’ in the SAI.

(5) See ‘‘Management of the Fund—Administrator and —Management and Administration Agree-
ments’’ in this prospectus and ‘‘Investment Advisory and Other Services—Administrator
and —Management and Administration Agreements’’ in the SAI.
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FINANCIAL HIGHLIGHTS

Ernst & Young LLP, our independent registered public accounting firm, audited the following
selected financial data per share of our common stock for the five years ended December 31, 2004.
Ernst & Young’s reports with respect to this period were unqualified. The selected financial data for
the six months ended June 30, 2005 has been derived from our unaudited financial statements. The
audited selected financial data below for the years ended December 31, 1995 to December 31, 2000
have been audited by other independent accountants whose reports with respect to that period were
also unqualified. This information should be read in conjunction with the audited financial statements
and the accompanying notes thereto for the year ended December 31, 2004 and the unaudited financial
statements for the six-month period ended June 30, 2005 and the accompanying notes thereto, which
are incorporated by reference in the SAI. You may obtain a copy of the SAI or any audit reports
prepared in connection with this information by contacting the information agent.

December 31,June 30,
2005 2004 2003 2002 2001 2000

(unaudited) (audited)
Net asset value, beginning of period . . . . . . . . . . $ 17.18 $ 16.57 $ 10.06 $ 10.59 $ 10.84 $ 11.47
Income (loss) from investment operations:
Net investment income . . . . . . . . . . . . . . . . . . 0.17 0.20 0.27 0.09 0.04 0.06
Net realized and unrealized gain (loss) on

investment and foreign currency transactions . . . 0.97 0.96 6.50 (0.58) (0.23) (0.66)

Total from investment operations . . . . . . . . . . . . 1.14 1.16 6.77 (0.49) (0.19) (0.60)
Dividends and distributions to shareholders:
From net investment income and net realized gains

from foreign currency transactions . . . . . . . . . . — (0.21) (0.26) (0.04) (0.06) (0.03)
In excess of net investment income . . . . . . . . . . . — — — — — —
From net realized gain on investment transactions . — (0.34) — — — —
In excess of net realized gain on investments . . . . — — — — — —

Total dividends and distributions to shareholders . . — (0.55) (0.26) (0.04) (0.06) (0.03)
Fund share transactions:
Dilutive effect of rights offering . . . . . . . . . . . . . — — — — — —
Offering costs charged to paid-in-capital in excess

of par . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — — — — —
Total Fund share transactions . . . . . . . . . . . . . . — — — — — —
Net asset value, end of period . . . . . . . . . . . . . . $ 18.32 $ 17.18 $ 16.57 $ 10.06 $ 10.59 $ 10.84

Market value, end of period . . . . . . . . . . . . . . . $ 16.30 $ 15.75 $ 19.12 $ 8.82 $ 8.76 $ 8.19

Total investment return(1) . . . . . . . . . . . . . . . . . 3.49% (14.77)% 120.13% 1.15% 7.67% (1.86)%

Ratios/supplemental data:
Net assets, end of period (000 omitted) . . . . . . . . $230,776 $216,434 $208,699 $126,640 $133,406 $136,562
Ratio of expenses to average net assets . . . . . . . . 2.15%(2) 2.28% 2.04% 2.17% 2.17% 2.01%
Ratio of net investment income to average net

assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.96%(2) 1.17% 2.20% 0.84% 0.36% 0.49%
Portfolio turnover . . . . . . . . . . . . . . . . . . . . . . 48% 66% 85% 38% 33% 53%

(continued on the following page)
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1999 1998 1997 1996 1995

(audited)
Net asset value, beginning of period . . . . . . . . . . . . . . . . . . . . . $ 8.43 $ 13.46 $ 19.49 $ 14.52 $ 14.29
Income (loss) from investment operations:
Net investment income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.03 (0.01) (0.09) 0.10* 0.20
Net realized and unrealized gain (loss) on investment and foreign

currency transactions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.01 (4.10) (2.32) 5.93* 0.29
Total from investment operations . . . . . . . . . . . . . . . . . . . . . . . 3.04 (4.11) (2.41) 6.03 0.49
Dividends and distributions to shareholders:
From net investment income . . . . . . . . . . . . . . . . . . . . . . . . . . — — — (0.09) (0.20)
In excess of net investment income . . . . . . . . . . . . . . . . . . . . . . — — (0.13) (0.03) —
From net realized gain on investment transactions . . . . . . . . . . . . — (0.92) (3.49) — (0.01)
In excess of net realized gain on investments . . . . . . . . . . . . . . . . — — — — (0.05)
Total dividends and distributions to shareholders . . . . . . . . . . . . . — (0.92) (3.62) (0.12) (0.26)
Fund share transactions:
Dilutive effect of rights offering . . . . . . . . . . . . . . . . . . . . . . . . — — — (0.89) —
Offering costs charged to paid-in-capital in excess of par . . . . . . . . — — — (0.05) —
Total Fund share transactions . . . . . . . . . . . . . . . . . . . . . . . . . — — — (0.94) —
Net asset value, end of period . . . . . . . . . . . . . . . . . . . . . . . . . $ 11.47 $ 8.43 $ 13.46 $ 19.49 $ 14.52

Market value, end of period . . . . . . . . . . . . . . . . . . . . . . . . . . $ 8.38 $ 6.13 $ 10.88 $ 15.63 $ 14.13

Total investment return(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . 36.73% (36.35)% (7.29)% 15.53% 18.48%

Ratios/supplemental data:
Net assets, end of period (000 omitted) . . . . . . . . . . . . . . . . . . . $144,449 $106,183 $169,518 $245,383 $139,246
Ratio of expenses to average net assets . . . . . . . . . . . . . . . . . . . 2.23% 2.59%(3) 1.88% 2.07% 2.36%
Ratio of net investment income to average net assets . . . . . . . . . . 0.36% (0.06)% (0.41)% 0.65% 1.39%
Portfolio turnover . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 36% 41% 82% 37% 32%

* Based on average shares outstanding.
(1) Total investment return is calculated assuming a purchase of common stock at the current market price on the first day and a

sale at the current market price on the last day of each period reported. Dividends and distributions, if any, are assumed, for
purposes of this calculation, to be reinvested at prices obtained under our dividend reinvestment plan. Total investment return
does not reflect brokerage commissions or the deduction of taxes that a shareholder would pay on fund distributions or
redemption of fund shares.

(2) Annualized.
(3) The ratio of expenses to average net assets excluding excise taxes was 2.29%.
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THE OFFER
Purpose of the Offer

As a consideration to making the offer, our Board of Directors has determined that it is in our
best interest and would result in a net benefit to our existing shareholders to increase our assets
available for investment, thereby enabling us to take advantage more fully of available existing and
future investment opportunities consistent with our investment objective of long-term capital apprecia-
tion through investment primarily in listed equity securities of China companies. At a meeting held on
November 8, 2005, our Board of Directors voted to approve the offer.

In reaching this decision, the Board of Directors considered, among other matters, advice by the
investment manager that new capital would permit us to take advantage of available and emerging
investment opportunities in China companies without having to sell portfolio securities that the invest-
ment manager believes should be held. In the view of our investment manager, the outlook for new
investment opportunities in China companies is promising. In particular, the investment manager
expects that privatization of large banks, insurance companies and industrial enterprises will add new
sectors to the investment market and will present new investment opportunities for us. In the invest-
ment manager’s view, additional assets would also permit us to make portfolio rebalancing adjustments
without the expense of selling securities in our present portfolio. See ‘‘Investment Objective and
Policies.’’

The offer seeks to provide an exclusive opportunity to existing shareholders to purchase shares at a
discount to both the market price and net asset value (subject to the sales load described in this
prospectus). The distribution to shareholders of transferable rights, which may themselves have intrinsic
value, also will afford non-participating shareholders the potential of receiving cash payment upon the
sale of the rights, receipt of which may be viewed as partial compensation for any dilution of their
interests that may occur as a result of the offer. The Board of Directors also took into account that a
well-subscribed rights offering may marginally reduce our expense ratio (since our fixed costs could be
spread over a larger asset base), which would be of long-term benefit to us, and could increase trading
liquidity of our shares on the NYSE. We cannot assure you that this offer will be successful or that, by
increasing our size, our aggregate expenses and, correspondingly, our expense ratio will be lowered or
that liquidity of our shares trading on the NYSE will increase.

In determining that this offer is in our best interest and in the best interest of our shareholders,
the Board of Directors retained UBS Securities LLC, the dealer manager, to provide the Board with
financial advisory, marketing and soliciting services relating to this offer, including advice concerning
the structure, timing and terms of the offer. In addition, our Board of Directors considered, among
other things, using a variable pricing versus fixed pricing mechanism, the benefits and drawbacks of
conducting a non-transferable versus a transferable rights offering, the impact of this offer on our net
asset value per share, the effect on us if the offer is not fully subscribed and the experience of the
dealer manager in conducting rights offerings.

Our investment manager, as well as the administrator, will benefit from the offer because their
fees are based on our average net assets. See ‘‘Management of the Fund’’ in this prospectus and in the
SAI.

We may, in the future and at our discretion, choose to make additional rights offerings from time
to time for a number of shares and on terms that may or may not be similar to this offer. We will
make any such future rights offering in accordance with the requirements of the Investment Company
Act.
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Terms of the Offer

We are issuing to our shareholders of record as of the close of business on November 18, 2005, the
record date for the offer, transferable rights to subscribe for an aggregate of 4,209,168 shares. Each
shareholder is being issued one right for each share of common stock owned on the record date. Each
shareholder on the record date and each other holder of these rights is entitled to subscribe for one
share for every three rights held. We will not issue fractional shares of our common stock upon the
exercise of rights; accordingly, rights may only be exercised in multiples of three, except that any
shareholder on the record date who is issued fewer than three rights will be able to subscribe for one
share of common stock. Rights are evidenced by subscription certificates that will be mailed to share-
holders of record, except as described below under ‘‘—Foreign Restrictions.’’ We refer to a rights
holder’s right to acquire during the subscription period at the subscription price one additional share
for every three rights held (or in the case of any shareholder on the record date who is issued fewer
than three rights, the right to acquire one share of common stock) as the ‘‘primary subscription.’’

The rights are transferable and will be traded on the NYSE under the symbol ‘‘GCH.RT’’ during
the course of this offer. Our outstanding common stock is listed on the NYSE and trades under the
symbol ‘‘GCH,’’ as will the shares issued upon the exercise of rights. Rights holders may exercise rights
at any time during the subscription period, which commences on November 18, 2005 and expires at
5:00 p.m., New York City time, on December 16, 2005 (the expiration date), unless we extend the
expiration date to 5:00 p.m., New York City time, on a date no later than December 30, 2005. See
‘‘—Expiration of the Offer; Extending the Expiration of the Offer’’ below.

Rights holders who are shareholders on the record date and who fully exercise the rights they
obtained in the primary subscription will be entitled to an over-subscription privilege under which they
may subscribe for additional shares at the subscription price. Any shares made available pursuant to the
over-subscription privilege are subject to allotment, as more fully discussed below under ‘‘—Over-
Subscription Privilege.’’ For purposes of determining the maximum number of shares a shareholder may
acquire pursuant to the offer, broker-dealers whose shares are held of record by depositories or nomi-
nees, such as Cede & Co. Inc., will be deemed to be the holders of the rights that are issued on their
behalf to such depositories or nominees.

Over-Subscription Privilege

Shareholders who exercise all the rights issued to them (other than those rights that cannot be
exercised because they represent the right to acquire less than one share) are entitled to subscribe for
additional shares represented by any unexercised rights issued in the primary subscription. Investors
who are not shareholders on the record date, but who otherwise acquire rights to purchase shares of
our common stock pursuant to this rights offering, are not entitled to subscribe for any shares of our
common stock pursuant to the over-subscription privilege. Under the over-subscription privilege, share-
holders who exercise all the rights issued to them will be asked to indicate on a subscription certificate
how many additional shares they would like to purchase pursuant to the offer. If sufficient shares
remain, all over-subscription requests will be honored in full. To the extent sufficient shares are not
available to honor all over-subscription requests, any remaining unsubscribed shares will be allocated
pro rata among those shareholders who over-subscribe based on the number of shares they owned on
the record date for the offer. The allocation process may involve a series of allocations in order to
ensure that the total number of shares available for over-subscription is distributed on a pro rata basis.

We will not offer or sell any shares that are not subscribed for under either the primary subscrip-
tion or the over-subscription privilege.
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Subscription Price

The subscription price for the shares we will issue pursuant to the exercise of rights in the primary
subscription and the over-subscription privilege will be 90% of the lower of (i) the average of the last
reported sale prices of a share of our common stock on the NYSE on the expiration date (the date on
which the offer expires) and the four preceding business days and (ii) the net asset value per share of
our common stock as of the close of business on the expiration date. Since the subscription price will
be determined on the expiration date, rights holders who decide to acquire shares in the primary
subscription or under the over-subscription privilege will not know when they make that decision the
purchase price of those shares. For example, if the average of the last reported sale prices on the
NYSE on the expiration date and the four preceding business days of a share of our common stock is
$16.03 and the net asset value per share is $17.43 on the expiration date, the subscription price will be
$14.43 (90% of $16.03). If, however, the average of those sales prices is $18.03 and the net asset value
per share is $17.43 on the expiration date, the subscription price will be $15.69 (90% of $17.43).
Although it is not possible to state precisely the amount of dilution of net asset value which we will
experience because it is not known at this time how many shares will be subscribed for or what the net
asset value or sales price of our shares will be on the expiration date, we will experience a smaller
reduction in our net asset value if our shares are trading at a premium to net asset value for purposes
of calculating the subscription price than if they are trading at a discount. See ‘‘—Dilution and Effect
of Non-Participation in the Offer’’ and ‘‘Net Asset Value and Market Price Information.’’

We announced the offer after the close of trading on the NYSE on November 8, 2005. The net
asset value per share of our common stock at the close of business on November 8, 2005 (the last
trading date prior to our announcement) was $17.42, and the last reported sale price of a share of our
common stock on the NYSE on that date was $16.03.

Transferability and Sale of Rights

The rights are transferable until the close of business on the last business day prior to the expira-
tion date, which is December 15, 2005. We may, however, extend the expiration of the offer until 5:00
p.m., New York City time, on a date no later than December 30, 2005. The rights will be traded on the
NYSE under the symbol ‘‘GCH.RT’’, subject to notice of issuance. You are encouraged to contact your
broker, bank or financial adviser for more information about trading the rights. We will use our best
efforts to ensure that an adequate trading market for the rights will exist by requesting that the rights
be traded on the NYSE and by retaining the dealer manager, the subscription agent and the informa-
tion agent, but we cannot assure you that a market for the rights will develop. Assuming a market
exists for the rights, you may purchase and sell rights through the usual brokerage channels or sell
them through the subscription agent.

Sales through Subscription Agent and Dealer Manager

Shareholders on the record date who do not wish to exercise any of the rights issued to them
pursuant to this offer may instruct the subscription agent to sell any unexercised rights through or to
the dealer manager. Subscription certificates representing the rights to be sold through or to the dealer
manager must be received by the subscription agent on or before 5:00 p.m., New York City time, on
December 14, 2005, (or, if the subscription period is extended, on or before 5:00 p.m., New York City
time, two business days prior to the extended expiration date). Upon the timely receipt of appropriate
instructions to sell rights, the subscription agent will ask the dealer manager either to purchase the
rights or to use its best efforts to complete the sale, and the subscription agent will remit the proceeds
of the sale to the selling shareholder. If the rights are sold, sales of those rights will be deemed to have
been effected at the weighted average price received by the dealer manager on the day those rights are
sold. This price may differ from the price at which particular rights are actually sold. The sale price of

14

 5  C Cs: 3668



    MERRILL CORPORATION EWINTER//16-NOV-05  20:13  DISK124:[05NYC1.05NYC8121]FA8121A.;22  
    8121.FMT  Free:        300DM/0D  Foot:          0D/         0D  VJ RSeq: 6 Clr: 0
    DISK024:[PAGER.PSTYLES]UNIVERSAL.BST;48 

UBS GREATER CHINA PROS 11/05 Proj: P4139NYC05 Job: 05NYC8121 File: FA8121A.;22
Merrill/New York (212) 229-6500 EDGAR Page Dim: 8.250� X 10.750� Copy Dim: 38. X 54.

any rights sold to the dealer manager will be based upon the then current market price for the rights.
The dealer manager will also attempt to sell all rights that remain unclaimed as a result of subscription
certificates being returned by the postal authorities to the subscription agent as undeliverable as of the
fourth business day prior to the expiration date (or, if the subscription period is extended, as of the
fourth business day prior to the extended expiration date). The subscription agent will hold the pro-
ceeds from those sales for the benefit of those nonclaiming shareholders until the proceeds are either
claimed or escheated. We cannot assure you that the dealer manager will purchase or be able to
complete the sale of any of those rights, and neither we nor the dealer manager has guaranteed any
minimum sales price for the rights. If a shareholder does not utilize the services of the subscription
agent and chooses to use another broker-dealer or other financial institution to sell rights issued to
them pursuant to this rights offering, then the other broker-dealer or financial institution may charge a
fee to sell the rights.

Other Transfers

The rights evidenced by a subscription certificate may be transferred in whole by endorsing the
subscription certificate for transfer in accordance with the accompanying instructions. A portion of the
rights evidenced by a single subscription certificate (but not fractional rights) may be transferred by
delivering to the subscription agent a subscription certificate, properly endorsed for transfer, with
instructions to register such portion of the rights evidenced thereby in the name of the transferee and
to issue a new subscription certificate to the transferee evidencing the transferred rights. If this occurs,
a new subscription certificate evidencing the balance of the rights, if any, will be issued to the share-
holder or, if the shareholder so instructs, to an additional transferee. The signature on the subscription
certificate must correspond with the name as written upon the face of the subscription certificate in
every particular, without alteration or enlargement, or any change. A signature guarantee must be
provided by an eligible financial institution as defined in Rule 17Ad-15 under the Securities Exchange
Act of 1934, subject to the standards and procedures we adopt.

Shareholders wishing to transfer all or a portion of their rights should allow at least five business
days prior to the expiration date for: (i) the transfer instructions to be received and processed by the
subscription agent; (ii) a new subscription certificate to be issued and transmitted to the transferee or
transferees with respect to transferred rights and to the transferor with respect to retained rights, if
any; and (iii) the rights evidenced by the new subscription certificate to be exercised or sold by the
recipients of the subscription certificate. Neither we nor the subscription agent nor the dealer manager
shall have any liability to a transferee or transferor of rights if subscription certificates are not received
in time for exercise or sale prior to the expiration date.

Except for the fees charged by the subscription agent and dealer manager (which we will pay), the
transferor of the rights shall be responsible for all commissions, fees and other expenses (including
brokerage commissions and transfer taxes) incurred or charged in connection with the purchase, sale or
exercise of rights. Neither we nor the subscription agent nor the dealer manager will pay such commis-
sions, fees or expenses.

We anticipate that the rights will be eligible for transfer and that the exercise of the primary
subscription (but not the over-subscription privilege) may be effected through the facilities of DTC. We
refer to rights exercised through DTC as ‘‘DTC-exercised rights.’’ Holders of DTC-exercised rights may
exercise the over-subscription privilege by properly executing and delivering to the subscription agent,
at or prior to 5:00 p.m., New York City time, on the expiration date, a completed subscription certifi-
cate or notice of guaranteed delivery, together with payment of the estimated subscription price for the
number of shares for which the over-subscription privilege is to be exercised.
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Expiration of the Offer; Extending the Expiration of the Offer

The offer will expire at 5:00 p.m., New York City time, on December 16, 2005, unless we extend
the expiration date until 5:00 p.m., New York City time, on a date no later than December 30, 2005.

Rights will expire on the expiration date; they may not be exercised thereafter. We will promptly
announce any extension of the expiration date, but in no event will we announce an extension later
than 9:00 a.m., New York City time, on the next business day following the previously scheduled
expiration date. Without limiting the manner in which we may choose to make announcements con-
cerning extension of the offer, we will not, unless otherwise required by law, have any obligation to
publish, advertise or otherwise communicate such announcements other than by making a release to
the Dow Jones News Service or such other means of announcement as we deem appropriate. We may
extend the offer in our sole discretion for any reason, including as a result of a decline in our net asset
value as described below in ‘‘—Notice of Net Asset Value Decline.’’

Notice of Net Asset Value Decline

In accordance with SEC regulatory requirements, we have undertaken to suspend the offer until
we amend this prospectus if our net asset value declines more than 10% from our net asset value as of
November 10, 2005, the effective date of the registration statement relating to the offer. If this occurs,
we will notify shareholders of the decline in net asset value and permit them to cancel their exercise of
rights.

Method of Exercise of Rights

Rights are evidenced by subscription certificates, which will be mailed to shareholders or, if a
shareholder’s shares are held on the shareholder’s behalf by a depository or nominee, such as Cede &
Co. Inc., to that depository or nominee, except as discussed below under ‘‘—Foreign Restrictions.’’ You
may exercise rights by completing the subscription certificate that accompanies this prospectus and
mailing it in the envelope provided (or otherwise delivering the completed subscription certificate to
the subscription agent), together with payment in full for the shares at the estimated subscription price
as described below under ‘‘—Payment for Shares.’’ You may also exercise rights by contacting your
broker, banker or trust company, or NYSE member, which can arrange, on your behalf, to guarantee
delivery of payment and of a completed subscription certificate, a service known as notice of guaran-
teed delivery. A fee may be charged for this service. We will not issue fractional shares; accordingly,
rights may be exercised only in multiples of three, except that any shareholder on the record date who
is issued fewer than three rights will be able to subscribe for one share of common stock (such
shareholders may also subscribe for shares under the over-subscription privilege). The subscription
agent must receive completed subscription certificates prior to 5:00 p.m., New York City time, on the
expiration date (unless the guaranteed delivery procedures are complied with as described below under
‘‘—Payment for Shares’’). The subscription agent’s address for delivery of the completed subscription
certificates is set forth below under ‘‘—Subscription Agent.’’

Shareholders Who Are Record Owners

Shareholders who are record owners can choose between either option set forth under ‘‘—Payment
for Shares’’ below. If time is of the essence, the notice of guaranteed delivery option will permit
delivery of the subscription certificate and payment after the expiration date.

A shareholder who is the record owner of shares held in multiple accounts will need to instruct the
broker or other financial intermediary that maintains such accounts to transfer all rights positions in
such accounts to a single account if such shareholder wishes to aggregate such rights holdings for
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purposes of exercising such rights. A shareholder whose shares are held in multiple accounts on a
shareholder’s behalf by a depository or nominee must contact such depository or nominee to determine
whether such shareholder may aggregate rights held in multiple accounts for the purpose of exercising
such rights under the contractual arrangements governing such depository’s or nominee’s holding of
such shares on behalf of such shareholder.

Investors Whose Shares are Held by a Nominee

Shareholders whose shares are held by a nominee, such as a broker or trustee, must contact that
nominee to exercise their rights. In such a case, the nominee will complete the subscription certificate
on behalf of the investor and arrange for proper payment by one of the methods set forth under
‘‘—Payment for Shares’’ below.

Nominees

Nominees who hold shares for the account of others should notify the beneficial owners of such
shares as soon as possible to ascertain the intentions of those beneficial owners and to obtain instruc-
tions with respect to the rights. If the beneficial owner so instructs, the nominee should complete the
subscription certificate and submit it to the subscription agent with the proper payment described under
‘‘—Payment for Shares’’ below.

Foreign Restrictions

Subscription certificates will not be mailed to shareholders whose addresses are outside the United
States (for these purposes, the United States includes its territories and possessions and the District of
Columbia). The subscription agent will hold the rights to which those subscription certificates relate for
these shareholders’ accounts until instructions are received to exercise the rights, subject to applicable
law. If no instructions have been received by 5:00 p.m., New York City time, on December 13, 2005,
three business days prior to the expiration date (or, if the subscription period is extended, on or before
three business days prior to the extended expiration date), the subscription agent will transfer the rights
of these shareholders to the dealer manager, which will either purchase the rights or use its best efforts
to sell them. The net proceeds, if any, from sale of those rights will be remitted to these shareholders.

Subscription Agent

The subscription agent is PFPC Inc., which will receive a fee estimated to be $25,000 for its
administrative, processing, invoicing and other services, inclusive of its out-of-pocket expenses related to
the offer. The subscription agent is also our transfer agent, dividend paying agent and registrar with
respect to our common stock. Signed subscription certificates together with payment of the estimated
subscription price must be sent to PFPC Inc. by one of the methods described below. Alternatively, you
may arrange to have a bank, trust company or NYSE member deliver a notice of guaranteed delivery
to PFPC Inc. by one of the methods described below. We will accept only subscription certificates and
notices of guaranteed delivery actually received on a timely basis at any of the addresses listed.
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(1) By first class or express mail:

PFPC Inc.
c/o The Greater China Fund, Inc.
P.O. Box 859208
Braintree, Massachusetts 02185-9208

(2) By overnight courier:

PFPC Inc.
c/o The Greater China Fund, Inc.
161 Bay State Drive
Braintree, Massachusetts 02184

(3) By hand delivery:

Computershare
c/o PFPC Inc.
17 Battery Place, 11th Floor
New York, New York 10004

The fax number for guarantee of deliveries for eligible institutions only is (781) 380-3388. You can
confirm receipt by phone at (781) 843-1833, extension 200.

Delivery to an address other than those listed above will not constitute valid delivery.

The method of delivery of subscription certificates and notices of guaranteed delivery to the
subscription agent and the method of payment of the subscription price to us will be at your election
and risk, but if sent by mail it is recommended that such certificates, notices and payment be sent by
registered mail, properly insured, with return receipt requested, and that a sufficient number of days
be allowed to ensure delivery of such certificates and notices to the subscription agent and clearance of
payment prior to the deadlines set forth below under ‘‘—Payment of Shares.’’ Because uncertified
personal checks may take at least five business days to clear, you are strongly urged to pay, or arrange
for payment, by means of certified or cashier’s check or money order.

Information Agent

The information agent, The Altman Group, Inc., will receive a fee estimated to be $25,000, includ-
ing reimbursement for its out-of-pocket expenses related to the offer. You may direct any questions or
requests for information or assistance with respect to the offer to the information agent at its telephone
number and address listed below:

The Altman Group, Inc.
1200 Wall Street, 3rd Floor

Lyndhurst, NJ 07071

Telephone: 1-800-370-1749

You may also contact your broker or nominee for information with respect to the offer.
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Payment for Shares

Rights holders who acquire shares in the primary subscription and under the over-subscription
privilege may choose between the following methods of payment:

(1) A rights holder can send the subscription certificate together with payment for the shares
acquired in the primary subscription and for additional shares subscribed for under the over-
subscription privilege to the subscription agent, calculating the total payment on the basis of the
estimated subscription price of $14.43 per share (90% of the market price per share on Novem-
ber 8, 2005). To be accepted, such payment, together with the completed subscription certificate,
must be received by the subscription agent at the subscription agent’s office at the address set
forth above prior to 5:00 p.m., New York City time, on the expiration date. Payment must accom-
pany a completed subscription certificate for that subscription certificate to be accepted.

(2) Alternatively, the subscription agent will accept a subscription if, prior to 5:00 p.m.,
New York City time, on the expiration date, the subscription agent has received a notice of
guaranteed delivery by facsimile or otherwise from a bank, trust company, or NYSE member
guaranteeing delivery of (i) payment of the full subscription price per share (as to be determined
on the expiration date) for the shares subscribed for in the primary subscription and for any
additional shares subscribed for under the over-subscription privilege and (ii) a completed sub-
scription certificate. The subscription agent will not honor a notice of guaranteed delivery unless it
receives a completed subscription certificate and full payment for the shares prior to 5:00 p.m.,
New York City time, on the third business day after the expiration date.

Because uncertified personal checks may take at least five business days to clear, you are strongly
urged to pay, or arrange for payment, by means of a certified or cashier’s check or money order.

On the confirmation date, which will be eight business days following the expiration date, the
subscription agent will send a confirmation to each subscribing rights holder (or, if the rights holder’s
shares are held by a depository or nominee, such as Cede & Co. Inc., to that depository or nominee)
showing (i) the number of shares acquired in the primary subscription, (ii) the number of shares, if any,
acquired under the over-subscription privilege, (iii) the per-share and total purchase price for the
shares and (iv) any additional amount payable by such rights holder to us or any excess to be refunded
by us to such rights holder, in each case based on the subscription price. If any rights holder exercises
his or her right to acquire shares pursuant to the over-subscription privilege, we will apply any such
excess payment that would otherwise be refunded to such rights holder toward payment for additional
shares acquired under the over-subscription privilege. Any additional payment required from a rights
holder must be received by the subscription agent within 10 business days after the confirmation date.
The subscription agent will promptly mail any excess payment made by a subscribing rights holder to
that rights holder. All payments by rights holders must be in United States dollars by money order or
check drawn on a bank located in the United States and payable to The Greater China Fund, Inc.

The subscription agent will deposit all checks it receives prior to the final payment date into a
segregated interest-bearing account (whose interest will be paid to us) pending proration and distribu-
tion of the shares.

Regardless of the method used to pay for the shares, issuance and delivery of certificates for the
shares subscribed for are contingent upon actual payment for such shares.

If a rights holder who acquires shares in the primary subscription or under the over-subscription
privilege does not make payment of any additional amounts due, we reserve the right to take any or all
of the following actions: (i) sell subscribed and unpaid-for shares to other shareholders, (ii) apply any
payment we did receive toward the purchase of the greatest whole number of shares that could be
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acquired by that holder upon exercise of rights obtained in the primary subscription and/or under the
over-subscription privilege, and/or (iii) exercise any and all other rights or remedies to which we may
be entitled.

Rights holders will have no right to rescind their subscription after the subscription agent
receives their payment for the subscribed shares, except as provided above under ‘‘—Notice of Net
Asset Value Decline.’’

We will decide all questions concerning the timeliness, validity, form and eligibility of any exercise
of rights, and our determinations on these matters will be final and binding. We may, in our sole
discretion, waive any defect or irregularity, or permit a defect or irregularity to be corrected within
such time as we may determine, or reject the purported exercise of any right. Subscriptions will not be
deemed to have been received or accepted until all irregularities have been waived or cured within such
time as we determine in our sole discretion. We will not be under any duty to give notification of any
defect or irregularity in connection with the submission of subscription certificates or notices of guaran-
teed delivery or incur any liability for failure to give such notification.

Delivery of Share Certificates

Participants in our dividend reinvestment plan will have any shares acquired in the primary sub-
scription and under the over-subscription privilege credited to their dividend reinvestment accounts in
the plan. Participants in the dividend reinvestment plan wishing to exercise rights for the shares of
common stock held in their accounts in the dividend reinvestment plan must exercise them in accor-
dance with the procedures set forth above. Shareholders whose shares of common stock are held on
their behalf by a depository or nominee, such as Cede & Co. Inc., will have any shares acquired in the
primary subscription credited to the account of that depository or nominee. Shares acquired pursuant
to the over-subscription privilege will be certificated, and stock certificates representing such shares will
be sent directly to the depository or nominee. Stock certificates will not be issued for shares credited to
dividend reinvestment plan accounts. Stock certificates for all shares acquired in the primary subscrip-
tion will be mailed promptly after full payment for the shares subscribed has cleared. Certificates
representing shares acquired under the over-subscription privilege will be mailed as soon as practicable
after full payment has been received and cleared and all allocations have been effected.

Federal Income Tax Consequences

The following summary of the material United States federal income tax consequences of the
issuance, exercise, transfer or lapse of the rights does not discuss all aspects of federal income taxation
that may be relevant to a particular shareholder, and shareholders should consult their own tax advisors
regarding the tax consequences, including state, local and foreign tax consequences, relevant to their
particular circumstances.

(1) The value of a right will not be includible in the income of a shareholder at the time the right
is issued.

(2) The basis of a right issued to a shareholder will be zero, and the basis of the share with
respect to which the right was issued (the old share) will remain unchanged, unless either
(a) the fair market value of the right on the date of distribution is at least 15% of the fair
market value of the old share, or (b) the shareholder affirmatively elects (in the manner set
out in Treasury Regulations under the Internal Revenue Code of 1986, as amended (the
‘‘Code’’)) to allocate to the right a portion of the basis of the old share. If either (a) or (b)
applies, the shareholder must allocate basis between the old share and the right in proportion
to their fair market values on the date of distribution.

(3) The basis of a right purchased in the market will generally be its purchase price.
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(4) The holding period of a right issued to a shareholder will include the holding period of the
old share.

(5) No loss will be recognized by a shareholder if a right distributed to the shareholder expires
unexercised because the basis of the old share may be allocated to a right only if the right is
exercised. If a right that has been purchased in the market expires unexercised, there will be a
recognized loss equal to the basis of the right.

(6) Any gain or loss on the sale of a right will be a capital gain or loss if the right is held as a
capital asset (which in the case of rights issued to shareholders will depend on whether the old
share is held as a capital asset), and will be a long-term capital gain or loss if the holding
period exceeds one year.

(7) No gain or loss will be recognized by a shareholder upon the exercise of a right, and the basis
of any share acquired upon exercise (the new share) will equal the sum of the basis, if any, of
the right and the subscription price for the new share. The holding period for the new share
will begin with the date on which the right is exercised.

Dilution and Effect of Non-Participation in the Offer

Upon the completion of the offer, shareholders who do not exercise their rights fully will own a
smaller proportional interest in us than they owned prior to the offer. In addition, because the sub-
scription price of each share will be less than the net asset value per share of our common stock, the
offer will result in an immediate dilution of net asset value per share for all shareholders. Such dilution
is not currently determinable because it is not known how many shares will be subscribed for, what the
net asset value or market price of our common stock will be on the expiration date or what the
subscription price will be. Any such dilution will disproportionately affect nonexercising shareholders. If
the subscription price per share is substantially less than the current net asset value per share, this
dilution could be substantial. For example, assuming all of the shares are sold at the estimated sub-
scription price and after deducting all expenses related to the issuance of the shares, our current net
asset value per share would be reduced by approximately $1.29 or 7.3%.

Important Dates to Remember

Event Date

Record Date . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . November 18, 2005
Subscription Period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . November 18, 2005 -

December 16, 2005*
Expiration Date . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . December 16, 2005*
Payment for Shares or Notice of Guaranteed Delivery Due** . . . . . . . . . . . . . . December 16, 2005*
Payment for Guarantees of Delivery Due . . . . . . . . . . . . . . . . . . . . . . . . . . . . . December 21, 2005*
Confirmation to Participants . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . December 28, 2005*
Final Payment for Shares Due . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . January 11, 2006*

* Unless the offer is extended to a date no later than December 30, 2005.

** A rights holder exercising rights must deliver to the subscription agent by the expiration date either
(i) a subscription certificate with payment for the shares subscribed or (ii) a notice of guaranteed
delivery.
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THE FUND

We have been engaged in business as a non-diversified, closed-end management investment com-
pany since July 23, 1992. We were incorporated under the laws of the State of Maryland on May 11,
1992, and are registered under the Investment Company Act. We seek long-term capital appreciation
through investment in listed equity securities of China companies, companies that (i) are organized
under the laws of, and have their principal place of business in, China or Hong Kong or (ii) during
their most recent fiscal year derived at least 50% of their revenues or profits from goods produced or
sold, investments made or services performed in China or Hong Kong or have at least 50% of their
assets in China or Hong Kong. Under normal market conditions, we invest at least 65% of our total
assets in equity securities of China companies listed on stock exchanges in China and Hong Kong. We
may also invest in equity securities of China companies listed on stock exchanges located elsewhere,
such as the United States, Singapore or Taiwan, in unlisted equity securities of China companies, in
debt securities of China companies and in listed equity securities of Taiwanese companies. Under
normal market conditions, at least 80% of our net assets will be invested in listed equity securities of
China companies. See ‘‘Investment Objective and Policies’’ below and ‘‘Investment Objective and Poli-
cies,’’ ‘‘Investment Restrictions’’ and ‘‘Certain Information Concerning China, Hong Kong and Taiwan’’
in the SAI. We completed an initial public offering of 6,750,000 shares of our common stock in July
1992. Our net proceeds from this offering were approximately $93.1 million. In June 1994, we issued
2,818,561 shares of our common stock in connection with a rights offering in which each shareholder of
record received one non-transferable right for each share of common stock owned by it, entitling such
shareholder to acquire one newly-issued share of common stock for every three rights held. Our net
proceeds from this issuance were $41.8 million. In May 1996, we issued 2,998,345 shares of our com-
mon stock in connection with a rights offering in which each shareholder of record received one non-
transferable right for each share of common stock owned by it, entitling such shareholder to acquire
one newly-issued share of common stock for every four rights held. Our net proceeds from this issu-
ance were $35.6 million. We have no plans at the present time to conduct any additional issuances of
rights or shares of common stock otherwise than pursuant to the offer being made herein.

As of September 30, 2005, our net assets were $236,378,866, and we had paid or declared since
inception dividends and capital gains distributions aggregating $89,359,155. The increase in our net
assets since inception is primarily attributable to appreciation in the value of our portfolio securities
and the receipt of the net proceeds from our June 1994 and May 1996 rights offerings. Our principal
office is located at 51 West 52nd Street, New York, New York 10019-6114, and our telephone number
is (212) 882-5000.
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USE OF PROCEEDS

If 4,209,168 shares are sold at an assumed subscription price of $14.43 per share, net proceeds of
the offer are estimated to be approximately $57,945,343, after deducting our estimated offering
expenses of $520,000, which expenses include an aggregate of up to $100,000 to be paid to UBS
Securities LLC, the dealer manager, as partial reimbursement for its expenses and fees to be paid to
the subscription agent and the information agent estimated to be $25,000 each, inclusive of out-of-
pocket expenses.

The investment manager has advised us that it anticipates that the net proceeds will be invested in
accordance with our investment objective and the policies set forth below under ‘‘Investment Objective
and Policies’’ within three months of the expiration date, depending on market conditions and the
availability of appropriate securities. In no event will the time period for investment of the net pro-
ceeds exceed six months from the expiration date. Pending such investment, the proceeds will be
invested in high-quality, short-term debt instruments, as described below under ‘‘Investment Objective
and Policies.’’

NET ASSET VALUE AND MARKET PRICE INFORMATION

Shares of our common stock are listed and traded on the NYSE. The average weekly trading
volume of our common stock on the NYSE during the fiscal quarter ended September 30, 2005, and
the fiscal year ended December 31, 2004, was approximately 84,445 and 121,292 shares, respectively.
The following table shows, for each calendar quarter since the quarter ended March 31, 2003, (i) our
high and low net asset values per share of our common stock, (ii) the high and low sale prices per
share of our common stock, as reported in the consolidated transaction reporting system, and (iii) the
percentage by which the shares of our common stock traded at a premium over, or discount from, our
high and low net asset values per share. Our net asset value is determined on the last business day of
each week.

Premium 
(Discount)

Net Asset Value Market Price Percentage

Quarter Ended High Low High Low High Low

March 31, 2003 . . . . . . . . . . . . . . . . . . . . . $10.74 $ 9.98 $ 9.89 $ 8.47 (13.13)% (11.12)%
June 30, 2003 . . . . . . . . . . . . . . . . . . . . . . . 11.82 9.60 10.90 7.93 (13.37) (16.98)
September 30, 2003 . . . . . . . . . . . . . . . . . . 14.10 11.91 14.01 10.30 (2.41) (9.24)
December 31, 2003 . . . . . . . . . . . . . . . . . . . 16.65 14.49 19.23 13.72 (2.82) 2.07
March 31, 2004 . . . . . . . . . . . . . . . . . . . . . 18.41 16.85 20.40 15.10 (4.40) 4.75
June 30, 2004 . . . . . . . . . . . . . . . . . . . . . . . 17.98 14.54 16.94 11.65 (8.84) (13.82)
September 30, 2004 . . . . . . . . . . . . . . . . . . 16.44 15.33 16.24 12.84 (2.74) (14.48)
December 31, 2004 . . . . . . . . . . . . . . . . . . . 17.63 16.26 17.23 14.57 (3.52) (7.44)
March 31, 2005 . . . . . . . . . . . . . . . . . . . . . 18.47 16.58 17.68 14.76 (6.33) (8.93)
June 30, 2005 . . . . . . . . . . . . . . . . . . . . . . . 18.46 17.79 16.80 15.01 (12.24) (11.41)
September 30, 2005 . . . . . . . . . . . . . . . . . . 19.33 18.06 17.99 15.98 (7.66) (9.75)

At the close of business on November 4, 2005, our net asset value was $17.73 per share, while the
closing market price of our common stock on the NYSE was $16.15 per share. As of November 4,
2005, we had 12,597,503 shares of common stock outstanding and our net assets were $223,309,109.

INVESTMENT OBJECTIVE AND POLICIES

Our investment objective is to achieve long-term capital appreciation. We seek to achieve our
investment objective by investing in listed equity securities of China companies, companies that (i) are
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organized under the laws of China or Hong Kong or (ii) during their most recent fiscal year derived at
least 50% of their revenues or profits from goods produced or sold, investments made or services
performed in China or Hong Kong or have at least 50% of their assets in China or Hong Kong. Under
normal market conditions, as a fundamental policy, we invest at least 65% of our total assets in equity
securities of China companies listed on stock exchanges in China or Hong Kong. We may also invest in
equity securities of China companies listed on stock exchanges located elsewhere, including, but not
limited to, exchanges in the United States, Singapore or Taiwan, in unlisted equity securities of China
companies, in debt securities of China companies and in listed equity securities of Taiwanese compa-
nies. Under normal market conditions, at least 80% of our net assets will be invested in listed equity
securities of China companies. Up to 15% of our net assets may be invested in unlisted equity securi-
ties of China companies for which there is no public trading market. We may also invest to a limited
degree (up to 20% of our net assets) in debt obligations of China companies that may be lower-rated
or non-rated. Although, in general, our equity investments consist primarily of common stock of China
companies, we may also invest in other equity securities, including preferred stock, rights or warrants to
purchase common stock or preferred stock and debt securities convertible into common stock or pre-
ferred stock. We will provide at least 60 days’ written notice to shareholders of any change to our
policy of investing 80% of our net assets in listed equity securities of China companies and prior or
contemporaneous notice of any change to our other nonfundamental investment policies. See ‘‘Invest-
ment Objective and Policies’’ and ‘‘Investment Restrictions’’ in the SAI.

During periods in which the investment manager believes changes in economic, financial or politi-
cal conditions make it advisable, we may, for temporary defensive purposes, reduce our holdings in
China companies and invest in certain short-term (less than 12 months to maturity) debt securities. The
short-term debt securities in which we may invest consist of (1) bank deposits and bank obligations
(including certificates of deposit, time deposits and bankers’ acceptances) of U.S. or foreign banks
denominated in any currency; (2) commercial paper and other short-term debt obligations of U.S. and
foreign corporate or governmental entities; and (3) repurchase agreements with respect to such securi-
ties. We may invest only in short-term debt securities that the investment manager determines to be of
high quality (i.e., rated in one of the two highest rating categories by Moody’s Investors Service, Inc. or
Standard & Poor’s Ratings Services) or, if unrated, determined by the investment manager or our
Board of Directors to be comparable in credit quality. We will also invest in the instruments described
above pending investment of the net proceeds of this offer and at any other time reserves are required
for expenses or dividend and other distributions to shareholders, provided that all such investments
made as reserves for expenses or dividend and other distributions to shareholders may not exceed 35%
of our total assets. Under the Investment Company Act, we may invest in the aggregate up to 10% of
our assets in shares of other investment companies and up to 5% of our assets in any one investment
company, as long as that investment does not represent more than 3% of the voting stock of the
acquired investment company at the time such shares are purchased. We reserve the right to invest in
other investment companies to the full extent permitted by law. As a shareholder in any investment
company, we will bear our ratable share of that investment company’s expenses, and would remain
subject to payment of our investment management, administrative, custodial and other fees with respect
to assets so invested.

The investment manager seeks to identify and invest in China companies it believes offer potential
for long-term capital appreciation. In evaluating prospective investments, the investment manager
utilizes its own internal financial, economic and credit analysis resources as well as information
obtained from other sources. We invest and intend to continue to invest in China companies involved
in a broad spectrum of categories, including, as conditions warrant or permit from time to time,
automotive, banking, chemicals, consumer products, construction, electronics, electricity, energy,
finance, food and beverage, insurance, international trading, machinery, mining, power distribution, real
estate development, retail trade, shipping, tourism and textiles. We may not invest 25% or more of our
total assets in the securities of companies in the same industry. In selecting industries and companies
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for investment, the investment manager seeks investments in industries and companies that it believes
to have overall growth prospects and a strong competitive position in domestic and/or export markets.
In evaluating whether industries and companies meet these criteria, the investment manager considers
factors such as technology, research and development, productivity, capital resources, labor costs, raw
material costs and sources, profit margins, return on investment, government regulation, management
and price of the securities, among other factors. In particular, securities of China companies that are
believed to be the likely beneficiaries of China’s increased economic contacts with foreign markets are
identified for our investment.

In determining whether companies (i) are organized under the laws of, and have their principal
place of business in, China or Hong Kong or (ii) during their most recent fiscal year derived at least
50% of their revenues or profits from goods produced or sold, investments made or services performed
in China or Hong Kong or have at least 50% of their assets in China or Hong Kong, the investment
manager utilizes information contained in financial statements, economic reports and analyses and
other available information, which may include information obtained directly from or in discussions
with the issuers of securities in which we are considering an investment. In certain instances, the
available information with respect to issuers of securities may not provide a quantitative breakdown of
a particular issuer’s China-related revenues, and the investment manager may be required to make a
qualitative determination as to whether the issuer is a China company for the purposes of our invest-
ment policies.

While we invest a substantial portion of our assets in securities issued by established China compa-
nies, the investment manager also seeks to identify and invest in securities issued by certain smaller,
less seasoned China companies that it believes offer potential for long-term capital appreciation. Invest-
ments in securities issued by these China companies may present greater opportunities for growth but
also involve greater risks than are customarily associated with investments in securities issued by more
established companies. We have not established any minimum capitalization or length of operating
history for the smaller, less seasoned issuers in whose securities we may invest. See ‘‘Risk Factors and
Special Considerations—Investments in Unseasoned Companies.’’

Currently, there are two officially recognized exchanges in China, the Shanghai Stock Exchange
and the Shenzhen Stock Exchange, which were established in 1990 and 1991, respectively. Foreign
investment in securities listed on these two Chinese stock exchanges, including our investment, was
until recently restricted to ‘‘B’’ shares. As of December 31, 2003, there were 111 ‘‘B’’ share issues listed
on these exchanges in China. In July 1993, a class of equity securities of Chinese companies known as
‘‘H’’ shares began trading on the Stock Exchange of Hong Kong (‘‘SEHK’’). As of August 31, 2005,
there were 76 ‘‘H’’ share issues listed on the SEHK. Due to the limited number of ‘‘B’’ and ‘‘H’’ share
issues currently available, a significant proportion of our total assets are and will likely continue to be
invested in China companies incorporated in Hong Kong or outside of China and listed on the SEHK.
In November 2002, the China Securities Regulatory Commission and the People’s Bank of China jointly
announced a Qualified Foreign Institutional Investors (‘‘QFII’’) scheme allowing foreign investors to
participate in the ‘‘A’’ share market, which had previously been accessible only to domestic investors. As
of December 31, 2003, there were 1,261 ‘‘A’’ share issues listed on these exchanges with a combined
market capitalization of US$501 billion. Although the QFII scheme structure presents the potential for
a major expansion in our investment universe, the current structure is very restrictive in terms of
applicants’ qualification criteria, investment size, fund repatriation and length of investment. (As of
July 31, 2003, the China Securities Regulatory Commission had approved five foreign financial institu-
tions as QFIIs.) Currently, we are not qualified to apply for QFII status and the only feasible way for
us to participate in the ‘‘A’’ share market is to open a facility account with an approved broker, which
method may not be possible to accomplish operationally under the custody requirements of the Invest-
ment Company Act. Further operational clarifications relating to the QFII scheme are needed before
we can determine whether participation therein by us under the current structure is possible.
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Since market-oriented reforms were initiated in 1978, China has successfully transformed itself
from an agriculture-based economy into a manufacturing-based economy. Based upon the outsourcing
trend in Western economies and improvements in technology and management know-how in China, the
investment manager expects China to remain a dominant force in the global manufacturing sector.
China is also rapidly developing its tertiary industries—information technology, retail, tourism, and
financial services—and the investment manager believes this could drive the next leg of economic
growth in China. Real GDP growth in China has exceeded 8% per annum on average since 1997 and,
based upon public economic forecasts, the investment manager expects China’s GDP to grow at 8-9%
annually over the medium term.

The stock markets of China have grown significantly in recent years, as the privatization of the
state-owned enterprises further expands into more sectors, such as insurance and banks. In addition,
the proliferation of private enterprises and their listings provide opportunities outside of the state
sectors. Corporate IPOs and share placements by China companies have been abundant since 2003 and
are expected by the investment manager to remain strong in 2005 through 2006, as evidenced by some
of the world’s largest recent IPOs being China companies (e.g., China Construction Bank and Bank of
China).

Our investment objective and our fundamental policy of investing at least 65% of our total assets
in equity securities of China companies listed on stock exchanges in China or Hong Kong may not be
changed without the approval of the lesser of (i) 67% of the shares represented at a meeting at which
more than 50% of the outstanding shares are represented or (ii) more than 50% of the outstanding
shares. Our other investment policies described in this prospectus are not fundamental and may be
changed by our Board of Directors without shareholder approval, but we will not change our policy of
investing at least 80% of our net assets in listed equity securities of China companies without providing
at least 60 days’ prior written notice or our other policies without prior or contemporaneous notice to
our shareholders.

Our common stock is designed primarily for long-term investment, and investors should not con-
sider it a trading vehicle. We cannot assure you that our investment objective will be achieved.

We may also engage in other investment practices, such as borrowing, repurchase agreements,
when-issued securities and delayed delivery transactions, hedging instruments and lending of our portfo-
lio securities. See ‘‘Investment Objective and Policies—Other Investment Practices’’ in the SAI.

RISK FACTORS AND SPECIAL CONSIDERATIONS

Investing in our common stock involves certain risks and considerations not typically associated
with investing in U.S. securities. Therefore, before investing you should consider carefully the following
risks that you assume when you invest in shares of our common stock as well as certain special
considerations with respect to the offer itself.

Dilution and Effect of Non-Participation in the Offer

As a result of the offer, shareholders who do not fully exercise their rights will, at the completion
of the offer, own a smaller proportional interest in us than they owned prior to the offer. In addition,
an immediate dilution of the net asset value per share will be experienced by all shareholders as a
result of the offer because the subscription price will be less than the net asset value per share, and the
number of shares outstanding after the offer will have increased proportionately more than the increase
in the size of our net assets. This dilution of net asset value per share will disproportionately affect
shareholders who do not exercise their rights. Although it is not possible to estimate precisely the
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amount of any such decrease in value, because it is not known at this time how many shares will be
subscribed for or what the subscription price will be, such dilution could be substantial.

In connection with this offer, the dealer manager will receive a fee for its financial advisory,
marketing and soliciting services equal to 3.75% of the subscription price per share for each share
issued pursuant to the exercise of rights and the over-subscription privilege. The Fund also has agreed
to reimburse the dealer manager up to an aggregate of $100,000 for a portion of its reasonable out-of-
pocket expenses incurred in connection with the offer. In addition, the Fund has agreed to pay fees to
the subscription agent and the information agent estimated to be $25,000 each, inclusive of out-of-
pocket expenses. These fees will be borne by all of the Fund’s shareholders, including those sharehold-
ers that do not exercise their rights. Furthermore, the Fund and its investment manager have agreed to
indemnify the dealer manager or contribute to losses arising out of certain liabilities, including liabili-
ties under the Securities Act.

Political and Economic Factors

The economy of China differs, often unfavorably, from the U.S. economy in such respects as
structure, general development, government involvement, wealth distribution, rate of inflation, growth
rate, allocation of resources and capital reinvestment. Under China’s communist political and economic
system, the central government has historically exercised substantial control over virtually every sector
of the Chinese economy through administrative regulation and/or state ownership. Since 1978, the
Chinese government has been, and is expected to continue, reforming its economic policies, which has
resulted in less direct central and local government control over the business and production activities
of Chinese enterprises and companies. Current economic reforms, embodied in the ‘‘socialist market
economy’’ program of the Chinese Communist Party (‘‘CCP’’), seek to further reduce state involvement
in the Chinese economy. Under the ‘‘socialist market economy’’ program, the CCP has announced its
plans to reduce substantially state ownership and management of the assets of all state-owned compa-
nies. Consequently, the business autonomy of China companies currently in the public sector may be
increased significantly, and such companies are expected to become responsible to a considerable extent
for their own profits and losses. If these policies are fully implemented, many China companies may be
expected to apply for listings on stock exchanges in China. However, the lack of state support implicit
in such policies may lead to situations in which some of these China companies face potential or actual
insolvency, particularly as comprehensive price deregulation is also contemplated under the socialist
market economy program.

Notwithstanding the economic reforms instituted by the Chinese government and the CCP, actions
of the Chinese central and local government authorities continue to have a substantial effect on eco-
nomic conditions in China, which could affect the public and private sector companies in which we
invest. In the past, the Chinese government has from time to time taken actions that influence the
prices at which certain goods may be sold, encourage companies to invest or concentrate in particular
industries, induce mergers between companies in certain industries and induce private companies to
publicly offer their securities to increase or continue the rate of economic growth, control the rate of
inflation or otherwise regulate economic expansion. It may do so in the future as well. Such actions and
a variety of other centrally planned or determined activities by the Chinese government could have a
significant adverse effect on economic conditions in China, the economic prospects for, and the market
prices and liquidity of, the securities of China companies and the payments of dividends and interest by
China companies. In addition, expropriation, including nationalization, confiscatory taxation, political,
economic or social instability or other developments could adversely affect the assets held by the China
companies in which we invest. The Chinese government has, in the past, expropriated large amounts of
private property. Since the CCP, which was responsible for prior expropriations, continues to be the
ruling party in China, we cannot assure you that further expropriation will not occur again in the
future. Such expropriation could result in your losing all or substantially all of your investment in us.
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China was admitted to the World Trade Organization (‘‘WTO’’) in December 2001. Entry into the
WTO will require China to reduce tariffs and eliminate non-tariff barriers, which include quotas,
licenses and other restrictions, over a five-year phase-in period. While China’s entry into the WTO and
the related relaxation of trade restrictions may lead to increased foreign investment in China, it may
also lead to increased competition in China’s markets from international companies. China’s entry into
the WTO could have a negative impact on China’s economy with a resulting negative impact on the
China companies in which we invest.

Although the Chinese economy has experienced substantial growth in the past ten years, such
growth has been accompanied by imbalances in the Chinese economy and has resulted in significant
fluctuations in general price levels and periods of inflation. Continued economic growth and develop-
ment in China is dependent in many respects on the further implementation of the economic reform
programs begun in 1978 and reiterated in China’s Tenth Five-Year Plan (for the period 2001 - 2005).
While we expect that China will continue to implement its economic reform programs, we cannot
assure you that the Chinese government will continue to actively pursue such reforms or, if it does, that
such economic policy initiatives will be successful. A return to the entirely centrally planned economy
that existed prior to 1978 or a renewal of past adverse economic conditions or stagnant economic
development could adversely affect the value of our investments in the securities of China companies.

At present, much of the private sector activity in China is export driven and, therefore, affected by
developments in the economies of China’s principal trading partners, including Japan, South Korea, the
United States, Taiwan and Europe. Adverse economic developments in any of these countries could
have an adverse impact on the Chinese economy and the China companies in which we invest.

On December 19, 1984, the Chinese and British governments signed the Sino-British Joint Decla-
ration on the Question of Hong Kong (the ‘‘Joint Declaration’’). The Joint Declaration provided for
the transfer of sovereignty back to China over the whole of the territory of Hong Kong, Kowloon and
the New Territories, as well as setting out, among other things, the basic policies of China regarding
Hong Kong and enshrining the principle of ‘‘One Country, Two Systems.’’ The Joint Declaration pro-
vided that these basic policies were to be enshrined in the Basic Law of Hong Kong (the ‘‘Basic Law’’),
under which China implements its commitments under the Joint Declaration. The Basic Law was
adopted on April 4, 1990 by the Seventh National People’s Congress of China (‘‘NPC’’), and came into
effect on July 1, 1997.

On July 1, 1997, sovereignty over Hong Kong was transferred from Great Britain to China, and
Hong Kong became a Special Administrative Region (‘‘SAR’’) of China. Under the Joint Declaration
and the Basic Law, the social and economic systems in Hong Kong existing prior to the transfer should
remain unchanged for at least 50 years from the date of transfer and Hong Kong will continue to enjoy
a high degree of autonomy except in foreign and defense affairs. The SAR is vested with executive,
legislative and judicial power. Laws in force prior to the transfer, as they may be amended by the SAR
legislature, remain in force except to the extent they contravene the Basic Law. China may not and
does not levy taxes on the SAR, the Hong Kong dollar remains fully convertible, and Hong Kong
remains a free port. However, there can be no assurance that the commitments made by the Chinese
government under the joint declaration will be maintained in the future.

China’s banks are carrying nonperforming loans estimated by private economists to total $500
billion. While Chinese regulators have made some progress in reducing the country’s ratio of bad loans,
according to official statistics, at the end of 2003 non-performing loans comprised approximately 18%
of total bank loans in China. In March 2004, the China Banking Regulatory Commission and the
People’s Bank of China warned that a surge in lending by state-owned banks was fueling inflation and
raising the prospect of an investment bubble, which might imperil the country’s economic growth. The
problem is complicated by the expected opening of the banking sector to foreign competition as a
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result of China’s commitments to the WTO. The entry of foreign banks into the Chinese market will
likely increase the competition faced by China’s domestic banks. If substantial numbers of Chinese
investors shift their deposits to foreign institutions, state-owned banks may face liquidity pressures,
especially if those banks are forced to write off more bad loans. Since economic growth in China is
fueled to a large extent by credit from the banking sector, any significant contraction in that credit
could negatively impact the overall Chinese economy, which could adversely affect the value of our
investments in the securities of China companies.

Market Characteristics

The Chinese, Hong Kong and other foreign securities markets on which the securities of China
companies are traded are not as large as the U.S. securities markets and have substantially less trading
volume, resulting in a lack of liquidity and high price volatility relative to the U.S. securities markets.
There is also a high concentration of market capitalization and trading volume in a small number of
issuers representing a limited number of industries, as well as a high concentration of investors (includ-
ing investment funds and other institutional investors), particularly in the Chinese securities markets.
As a consequence, the performance of a single company or a small group of companies could have a
much greater impact on the Chinese, Hong Kong and other foreign securities market than they would
have on the U.S. securities market, which can result in higher price volatility in such foreign securities
markets.

The following table sets forth certain market capitalization and average daily trading value figures:

Average Daily
Aggregate Market Trading Value (for

Capitalization Period January 1, 2004
(at December 31, 2004) to December 31, 2004)

(US$ billions) (US$ millions)

Combined Shenzhen Stock Exchange and Shanghai Stock
Exchange (‘‘B’’ shares) . . . . . . . . . . . . . . . . . . . . . . . . . . $ 8.99 $ 37.30

Combined Shenzhen Stock Exchange and Shanghai Stock
Exchange (‘‘A’’ shares) . . . . . . . . . . . . . . . . . . . . . . . . . . . 437.46 2,049.84

SEHK (‘‘H’’ shares) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 59.18 484.49
SEHK (all equity securities) . . . . . . . . . . . . . . . . . . . . . . . . 858.45 2,046.15
NYSE (all equity securities) . . . . . . . . . . . . . . . . . . . . . . . . 13,903 46,100

In addition to their smaller size and lesser liquidity, the Chinese, Hong Kong and other foreign
securities markets in which we may invest are less developed than U.S. securities markets. Regulatory
standards are, in many respects, less stringent than U.S. standards. There generally is less government
supervision and regulation of exchanges, brokers and issuers in China, Hong Kong and such other
securities markets than there is in the United States. Furthermore, there is a lower level of monitoring
and oversight of the markets and the activities of investors in such markets, and enforcement of
existing regulations has been extremely limited. Consequently, the prices at which we may acquire
investments may be affected by other market participants’ anticipation of our investment decisions, by
insider trading (trading by persons with material non-public information) and by securities transactions
by brokers in anticipation of our transactions in particular securities. Some of these practices would
generally be considered unlawful if conducted in the U.S. securities markets.

The Chinese securities markets are still in the early stages of development and continue to
undergo a period of rapid growth and regulatory reforms, which may lead to difficulties in settlement
and recording of transactions and in interpreting and applying the relevant regulations.
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Limitations on Investment in Companies Listed in China

At this time, the Chinese government has approved trading on two stock exchanges in China, the
Shanghai Stock Exchange and the Shenzhen Stock Exchange. Shares that are listed on these stock
exchanges are divided into two categories, ‘‘A’’ shares and ‘‘B’’ shares. ‘‘A’’ shares are traded in renminbi
and until recently were available only to Chinese citizens or institutions. In November 2002, the China
Securities Regulatory Commission and the People’s Bank of China jointly announced the QFII scheme
allowing foreign investors to participate in the ‘‘A’’ share market. ‘‘B’’ shares, or ‘‘renminbi special
shares,’’ are denominated in renminbi, and were previously issued only to foreign investors (including
overseas Chinese citizens) for payment in foreign currencies and may only be traded in foreign curren-
cies (currently, U.S. dollars on the Shanghai Stock Exchange and Hong Kong dollars on the Shenzhen
Stock Exchange). In February 2001, the China Securities Regulatory Commission announced that
domestic investors would be permitted to invest in the ‘‘B’’ share market. Apart from those distinctions,
‘‘B’’ shares carry the same rights and obligations as ‘‘A’’ shares. As of December 31, 2003, there were
111 ‘‘B’’ share issues and 1,261 ‘‘A’’ share issues listed on these exchanges. Because of certain restric-
tions in the QFII scheme, we are not currently qualified to apply for QFII status and may not invest in
the ‘‘A’’ share market, though we are considering alternative arrangements for participation, including
opening a facility account with an approved broker. Consequently, at this time and possibly for an
indefinite period, our opportunities to invest in companies whose shares are listed in China will be
limited.

Chinese Corporate Law

Corporate law in China is developing rapidly, but still does not provide a systematic and compre-
hensive legal framework for the regulation of corporations comparable to that which exists in the
United States. In December 1993, the Chinese government enacted its first national company law,
which became effective on July 1, 1994. This Company Law provides for two corporate forms, the
limited liability company and the company limited by shares. Foreign invested companies limited by
shares, however, are governed by the Provisional Regulations on Several Issues Concerning the Estab-
lishment of Foreign Invested Companies Limited by Shares. These regulations make clear that the
Company Law governs such companies only with respect to matters not covered in the regulations and
the Special Regulations on Foreign Offerings and Listings of Companies Limited by Shares. The Com-
pany Law is also generally applicable to foreign invested enterprises to the extent regulations relating
more specifically to foreign investment enterprises are silent. The Company Law covers many of the
issues addressed in corporate legislation in the United States, including provisions on the fiduciary
responsibility of directors and officers and the rights of shareholders, but this legal protection has yet to
be tested in practice. It is unclear what effect the Company Law will have on prior national enactments
and local company law regulations that exist in the Shenzhen Special Economic Zone and in Shanghai.
Indications are that the Shenzhen and Shanghai regulations will continue in force insofar as they do
not conflict with the national Company Law. The legal status of companies limited by shares estab-
lished pursuant to the opinions on standards is preserved, and these companies are required within a
specified period of time to conform to the provisions of the Company Law.

Reporting Standards

Accounting, auditing and financial reporting standards and requirements in China, Hong Kong and
the other foreign securities markets in which we may invest are different from, and in many respects
(particularly in the case of China) less stringent than, those applicable to U.S. companies. Financial
information available to investors investing in the securities of China companies listed in Hong Kong,
China or such other foreign markets may be more limited and less accurate than financial information
available to investors investing in securities of U.S. companies. The items appearing on the financial
statements of a company listed in such foreign markets may not reflect its financial position or results
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of operations in the way they would be reflected had such financial statements been prepared in
accordance with U.S. generally accepted accounting principles.

Currency Fluctuations

We invest principally in securities denominated in Hong Kong dollars and renminbi and hold cash
and cash equivalents denominated in such currencies, and most of our income is received or realized in
such currencies, although we are required to compute our net asset value in U.S. dollars and to
compute and distribute our income in U.S. dollars. Accordingly, the U.S. dollar market value of our
investments and of dividends, interest or other income or gains earned by us may be negatively affected
by changes in currency exchange rates between the U.S. dollar and the renminbi, the Hong Kong dollar
and renminbi or any other currency in which our investments are denominated. If the value of the
Hong Kong dollar and renminbi, in which we receive income, falls relative to the U.S. dollar between
accrual of the income and the making of our distributions, the amount of Hong Kong dollars and
renminbi required to be converted into U.S. dollars by us to pay distributions will increase and we
could be required to liquidate portfolio securities to make such distributions. In addition, if such
exchange rates change adversely between the sale date and the settlement date of a portfolio security,
we may incur losses. Similarly, if such exchange rates decline between the time we incur expenses in
U.S. dollars and the time such expenses are paid, the amount of such currencies required to be
converted into U.S. dollars to pay such expenses in U.S. dollars will be greater than at the time they
were incurred. We cannot assure you that we will be able to liquidate securities in order to meet such
distribution requirements. We are permitted to borrow money to make distributions required to main-
tain our status as a regulated investment company for U.S. tax purposes.

Additionally, as of July 21, 2005, China has abandoned the official exchange rate for renminbi to
the U.S. dollar. China also replaced the peg to the U.S. dollar with a basket of currencies, including
the U.S. dollar, the Euro and the Japanese yen. Under the basket system, the renminbi is permitted to
rise or fall within a narrow trading band. As of September 2005, the renminbi’s daily trading band
against non-U.S. currencies is 3%. The renminbi appreciated slightly as an immediate result of the
abandonment of the official exchange rate policy. The change may result in more volatility in the
renminbi exchange rate in the future which would adversely affect our investments.

The investment manager generally does not seek to hedge against a decline in the value of our
non-dollar-denominated portfolio securities resulting from a currency devaluation or fluctuation. As a
consequence, we will be subject to the risk of changes in value of foreign currencies affecting the value
of our portfolio assets, as well as the value of the amounts of interest, dividends and net realized
capital gains received or to be received in foreign currencies. Therefore, you should carefully consider
the risk of currency devaluations and fluctuations and the effect these may have on us in determining
whether to invest in us.

Exchange Controls

There is centralized control and unified management of foreign exchange in China. The legal
framework for foreign exchange control in China is based on the Regulations on Foreign Exchange
Control promulgated on January 8, 1996, and the Provisional Regulations on Foreign Exchange Sales,
Purchases and Payments promulgated on March 26, 1994. The State Administration of Foreign
Exchange is responsible for matters relating to foreign exchange administration, while the People’s
Bank of China is in charge of foreign exchange operations.

The renminbi is not at present freely convertible into foreign currencies. The People’s Bank of
China sets and publishes daily base exchange rates for major foreign currencies with reference primarily
to the supply and demand of renminbi against the U.S. dollar in the market during the prior day. The
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People’s Bank of China also takes into account other factors such as the general conditions existing in
the international foreign exchange markets. From 1994 to July 2005, the official exchange rate for the
conversion of renminbi to U.S. dollars generally remained stable. Although Chinese governmental
policies were introduced in 1996 to reduce restrictions on the convertibility of renminbi into foreign
currencies for current account items, conversion of renminbi into foreign exchange for capital items,
such as foreign direct investment, loans or security, requires the approval of the State Administration
for Foreign Exchange and other relevant authorities. We cannot assure you that China’s government
will not impose more stringent restrictions on the convertibility of the renminbi. However, since the
decade-long currency peg to the U.S. dollar was replaced with a peg to a basket of currencies, efforts
have been made to introduce step-by-step exchange rate and other financial reforms. Moreover, even
though the renminbi is intended to be freely convertible under the current system, the State Adminis-
tration of Foreign Exchange has a significant degree of administrative discretion in implementing the
laws. From time to time, the State Administration of Foreign Exchange has used this discretion in ways
that effectively limit the convertibility of current account payments and restrict remittances out of
China.

Although issuers of ‘‘B’’ shares currently pay dividends and distributions in U.S. dollars or Hong
Kong dollars, the ability of such issuers to pay dividends and distributions in such currencies is related
to their ability to generate from their operations revenues denominated in such currencies or in curren-
cies freely convertible into such currencies, which may in turn be dependent upon the ability of such
issuers to export their goods or services for payment in such currencies. Issuers of ‘‘B’’ shares may also
be able to pay dividends or distributions in such currencies by converting renminbi revenues derived
from domestic operations into U.S. dollars or Hong Kong dollars through the China Foreign Exchange
Trading Center’s interbank market.

Issuers of ‘‘H’’ shares currently pay dividends and distributions in Hong Kong dollars. The ability
of such issuers to pay dividends and distributions in Hong Kong dollars is related to their ability to
generate from their operations revenues denominated in Hong Kong dollars or in currencies freely
convertible into Hong Kong dollars, which may in turn be dependent upon the ability of these issuers
to export their goods or services for payment in such currencies. Issuers of ‘‘H’’ shares may also be able
to convert renminbi revenues derived from their domestic operations into Hong Kong dollars in order
to pay dividends and distributions in Hong Kong dollars to foreign investors in ‘‘H’’ shares. Although
settlement of purchases and sales of ‘‘H’’ shares may be made in Hong Kong dollars, ‘‘H’’ shares are
denominated in renminbi, and all Hong Kong dollar payments to foreign investors are based on the
applicable exchange rate.

Investments in Unlisted Securities

We are permitted to invest up to 15% of our net assets in equity securities of China companies
that are not listed on a securities exchange. The risk of investing in such companies generally is greater
than the risk of investing in publicly traded companies. Companies whose securities are not publicly
traded are not subject to the same disclosure and other legal requirements that are applicable to
companies with publicly traded securities. While some of them are large, companies whose securities
are not publicly traded tend to be smaller than publicly traded companies and generally have smaller
capitalizations and fewer resources, and therefore often are more vulnerable to financial failure.
Because of the absence of a trading market for these investments, we may not be able to realize their
value upon sale. See ‘‘Investment Objective and Policies’’ in the SAI.

Investments in Unseasoned Companies

While we invest a substantial portion of our assets in the securities of established China compa-
nies, we also may invest in the securities of smaller, less seasoned China companies. Investments in the
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securities of these less seasoned China companies may present greater opportunities for growth but also
involve greater risks than are customarily associated with investments in securities of more established
companies. The securities of smaller, less seasoned China companies may be subject to more abrupt
and erratic market price movements than larger, more established companies. We have not established
any minimum capitalization or length of operating history for the smaller, less seasoned issuers in
whose securities we may invest. Additionally, these companies may have limited product lines, markets
or financial resources, or they may be dependent upon a limited management group. Investments in
larger companies present certain advantages in that such companies generally have greater financial
resources, more extensive research and development, manufacturing, marketing and service capabilities,
more stability and greater depth of management and technical personnel.

Lower-Rated (High Risk) and Non-Rated Securities

We may invest to a limited degree (up to 20% of our net assets) in debt securities of China
companies that are in the lower rating categories of recognized rating agencies or are non-rated. No
minimum rating is required for the debt securities in which we may invest; however, we may not invest
in debt securities that are in default. The debt securities in which we may invest may be listed or
unlisted on any public trading market. These lower-rated securities and non-rated securities of compa-
rable quality to such lower-rated securities, collectively referred to as lower grade securities, entail high
risks and are commonly referred to as ‘‘junk bonds.’’ Lower grade securities are considered, on balance,
as predominantly speculative with respect to capacity to pay interest and repay principal in accordance
with the terms of the obligation and involve more credit risk than securities in the higher rating
categories.

We will have relatively greater difficulty disposing of lower grade securities because they will likely
not have an active trading market. The lack of an active secondary market may also have an adverse
effect on market prices and will make it more difficult for us to obtain accurate market quotations for
purposes of valuing these assets. The credit ratings issued with respect to lower grade securities evalu-
ate only the safety of principal and interest in respect of those securities and not the risk of changes in
market value. In addition, credit rating agencies may not make timely changes in the applicable credit
ratings to reflect subsequent events. To the extent that we invest in non-rated securities, whether or not
such securities are lower grade securities, we will be more dependent upon the credit analysis of the
investment manager with respect to such securities than would be the case with investments in securi-
ties rated by a recognized rating agency.

Investment and Repatriation Restrictions

Foreign investment in the securities of China companies is restricted or controlled to varying
degrees. These restrictions or controls may at times limit or preclude foreign investment in certain
China companies and increase our costs and expenses. The Chinese government may require prior
government approval for foreign investment or limit the amount of investment by foreign persons in a
particular company or limit investment by foreign persons to only a specific class of securities of a
company. In addition, Taiwan and China restrict investment opportunities in issuers or industries
deemed important to national interests. In China, government approval is required for the repatriation
of capital following the liquidation of an investment. In addition, if there is a deterioration in China’s
balance of payments or for other reasons, China may impose temporary restrictions on foreign capital
remittances abroad. We could be adversely affected by delays in, or a refusal to grant, any required
governmental approval for repatriation of capital or income, as well as by the application of any
additional restrictions on investments by us.
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Investments in Companies That May Have Relationships with Governments Considered to be State
Sponsors of Terrorism

While companies in China may be subject to limitations on their business relationships under
Chinese law, these laws may not be consistent with certain political and security concerns of the U.S.
As a result, Chinese companies may have material direct or indirect business relationships with govern-
ments that are considered state sponsors of terrorism by the U.S. government, or governments that
otherwise have policies in conflict with the U.S. government (an ‘‘Adverse Government’’). If the Fund
invests in companies that have or develop a material business relationship with an Adverse Govern-
ment, then the Fund will be subject to the risk that these companies’ reputation and price in the
market will be adversely affected by such relationship.

Certain Antitakeover Provisions

Our organizational documents—our articles of incorporation and bylaws—contain provisions that
could have the effect of limiting (i) the ability of any party to acquire control of us, (ii) our freedom to
engage in certain transactions, (iii) the ability of our Board of Directors or shareholders to amend our
charter documents, (iv) the ability of our shareholders to change the composition of our Board of
Directors or (v) our conversion to an open-end investment company. Our Board of Directors is divided
into three classes, each having a term of three years. Such a system of electing directors may have the
effect of maintaining continuity of management and, thus, make it more difficult for our shareholders
to change the majority of directors. Certain actions require the affirmative vote of the holders of 75%
of our shares (which is higher than that required by federal or state law).

The provisions described above could have the effect of depriving our shareholders of opportuni-
ties to sell their shares at a premium over prevailing market prices by discouraging a third party from
seeking to obtain control of us in a tender offer or similar transaction. The overall effect of these
provisions is to render more difficult the accomplishment of a merger or the assumption of control by a
principal shareholder. Our Board of Directors has considered these antitakeover provisions and con-
cluded that they are in our best interest and the best interest of our shareholders.

See ‘‘Description of Common Stock—Certain Antitakeover Provisions in the Fund’s Charter and
Bylaws and under Maryland Law’’ below and in the SAI.

Operating Expenses

Our annual operating expenses are higher than those of U.S. investment companies investing
exclusively in the securities of U.S. issuers, primarily because of the additional time and expense
required in investing in equity securities of China companies. Investing in equity securities of China
companies entails additional time and expense because available public information concerning such
securities is limited in comparison to, and is not as comprehensive as, that available for U.S. equity
securities. Brokerage commissions, custodial fees and other fees are generally higher for investments in
foreign securities markets. In addition, foreign governments may impose withholding taxes, which would
reduce the amount of income and capital gains available to distribute to shareholders. As a result of
our relatively high operating expenses, we need to generate higher relative returns to provide investors
with an equivalent economic return.

Net Asset Value Discount

We are a closed-end investment company. Shares of closed-end investment companies frequently
trade at a discount to net asset value. This characteristic is a risk separate and distinct from the risk
that our net asset value will decrease. Our shares have generally traded at a significant discount to net
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asset value during the past eight years. See ‘‘Net Asset Value and Market Price Information.’’ We
cannot predict whether our shares will trade at, below or above net asset value in the future. The risk
of purchasing shares of a closed-end fund which might trade at a discount is more pronounced for
investors who wish to sell their shares in a relatively short period of time after the purchase because,
for those investors, realization of gain or loss on their investment is likely to be more dependent upon
the existence of a premium or discount than upon portfolio performance. Our shares are not subject to
redemption. Investors desiring liquidity may, subject to applicable securities laws, trade their shares of
our common stock on the NYSE at the then current market value, which may differ from the then
current net asset value. Shareholders wishing to sell their shares of common stock during this offer
should be aware that there is greater risk that the discount to net asset value, which may increase
during this offer, will adversely affect them. This increased risk exists because, among other things, the
market price per share may reflect anticipated dilution that will result from this offer. There can be no
assurance that, after the completion of this offer, our shares will trade at the same level as our current
discount to net asset value.

Non-Diversification

We are classified as a ‘‘non-diversified’’ investment company under the Investment Company Act,
which means that we are not limited by that act in the proportion of our assets that may be invested in
the obligations of a single issuer. As a non-diversified investment company, we may invest a greater
proportion of our assets in the obligations of a smaller number of issuers and, as a result, may be
subject to greater risk with respect to portfolio securities than a diversified investment company. How-
ever, we intend to comply with the diversification requirements imposed by the Code for qualification
as a regulated investment company.
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MANAGEMENT OF THE FUND
Board of Directors

Our Board of Directors is responsible for management of the Fund, including general supervision
of the duties performed by the investment manager. For information regarding our directors and
officers, see ‘‘Management of the Fund—Directors and Officers’’ in the SAI.

Investment Manager

Baring Asset Management (Asia) Limited serves as our investment manager. The investment man-
ager is a Hong Kong corporation, which was incorporated in 1985 to advise institutional clients with
respect to investments in Asia. It is an indirect wholly owned subsidiary of Baring Asset Management
Limited (‘‘BAM’’), which is in turn an indirect wholly owned subsidiary of Massachusetts Mutual Life
Insurance Company (‘‘MassMutual’’). MassMutual acquired BAM and its subsidiaries from ING Groep
N.V. effective March 31, 2005.

BAM is a leading international investment manager and, through its subsidiaries, had approxi-
mately $34.5 billion in assets under management for pension funds, corporations, government agencies,
charitable organizations, investment companies and private individuals as of December 31, 2004. BAM
had approximately $2.9 billion invested in Asian securities markets (excluding Japan) as of
December 31, 2004.

Subject to the supervision and direction of our Board of Directors and pursuant to a management
agreement, the investment manager manages our investments in accordance with our investment objec-
tives, policies and restrictions and makes investment decisions and exercises voting rights on our behalf,
including the selection of, and placing of orders with, brokers and dealers to execute portfolio transac-
tions on our behalf. We pay the investment manager a monthly fee, computed weekly, at the annual
rate of 1.25% of our average weekly net assets up to $250 million and 1.00% of such net assets in
excess of $250 million. The fees payable to the investment manager are higher than those paid to the
managers of U.S. investment companies investing exclusively in securities of U.S. issuers, primarily
because of the additional time and expense required in connection with investing in equity securities of
China companies. Investing in equity securities of China companies entails additional time and expense
because available public information concerning such securities is limited in comparison to, and is not
as comprehensive as, that available for U.S. equity securities. The investment manager received fees
equal to $2,619,434 for the year ended December 31, 2004. See ‘‘Investment Advisory and Other
Services—Investment Manager’’ in the SAI.

Some of our officers are also directors or officers of the investment manager or its affiliates, as
indicated under ‘‘Management of the Fund—Directors and Officers’’ included in the SAI. The invest-
ment manager’s offices are located at Edinburgh Tower, 19th Floor, 15 Queen’s Road Central, Hong
Kong.

Portfolio Manager

Wilfred Sit is our portfolio manager, the person associated with the investment manager who is
primarily responsible for the day-to-day management of our portfolio. Mr. Sit’s title and business
experience during the past five years are as follows:

Wilfred Sit—Portfolio Manager—Director of Asian Equities of Baring Asset Management (Asia)
Limited (2004 - present); Lead Manager of Baring Eastern Trust and Baring Asia Growth Fund (2005 -
present); Lead Investment Manager of INVESCO GT Greater China Opportunities Fund (2004),
INVESCO Perpetual Hong Kong and China Growth Fund (2004) and the INVESCO China Open
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Fund (2002 - 2004); Senior Fund Manager, Asian Investment Team, focusing on Hong Kong and China
products, at INVESCO Asia Ltd. (2002 - 2004); Fund Manager, Hong Kong Pension and Global
Balanced Mandates, INVESCO Asia Ltd. (1997 - 2001).

The SAI provides information about the portfolio manager’s compensation, other accounts man-
aged by the portfolio manager and the portfolio manager’s ownership of our securities under ‘‘Portfolio
Manager.’’

Administrator

Our administrator is UBS Global Asset Management (US) Inc., a Delaware corporation and an
affiliate of UBS Securities LLC, the dealer manager. The administrator’s principal offices are located at
51 West 52nd Street, New York, New York 10019-6114.

Under the terms of an administration agreement with us, the administrator agrees to perform or
arrange for the performance of the following services for the Fund: payment of our expenses; mainte-
nance of our books and records; review of our federal, state, local and other income tax returns;
assistance in monitoring and developing compliance procedures for us; responding to, or referring,
inquiries from our shareholders; calculation of the net asset value of our common stock; review of
implementation of any stock purchase or dividend reinvestment programs; oversight of the performance
of administrative and professional services rendered to us by others, including our custodian and trans-
fer agent, dividend paying agent and registrar, as well as accounting, auditing and other services; acting
as liaison between us and our various service providers; providing us with corporate secretarial services
and supplies; coordination of the preparation of our reports to shareholders and the SEC; and general
assistance to our service providers needed to carry on properly our business and operations. For these
services, the administrator receives a monthly fee, computed weekly, at an annual rate of 0.22% of our
average weekly net assets up to $75 million and 0.20% of such net assets in excess of $75 million,
subject to a minimum annual fee of $150,000. The administrator received fees equal to $450,407 for the
year ended December 31, 2004. Additionally, effective October 4, 2004, the Board of Directors
appointed an employee of the administrator to serve as our Chief Compliance Officer for which the
administrator receives 0.03% of our average weekly net assets as compensation for its services. See
‘‘Investment Advisory and Other Services—Administrator’’ in the SAI.

Management and Administration Agreements

The management agreement and the administration agreement set forth the respective services to
be provided by and the fees to be paid to the investment manager and the administrator as described
above. Neither the investment manager nor the administrator shall be liable for any loss suffered by us
in connection with the matters to which the respective agreement relates or, in the case of the invest-
ment manager, for any error of judgment or mistake of law, except a loss resulting from willful
misfeasance, bad faith or gross negligence on the part of the investment manager or administrator, as
the case may be, in the performance of, or from reckless disregard by it of, its obligations and duties
under the relevant agreement or, in the case of the investment manager, a loss resulting from a breach
of fiduciary duty with respect to receipt of compensation for services (in which case any award of
damages shall be limited to the period and the amount set forth in Section 36(b)(3) of the Investment
Company Act). We have agreed to indemnify the investment manager and its directors, officers and
controlling persons against reasonable legal expenses incurred in the successful defense against any
claim arising out of or based upon the performance of the management agreement.

These agreements provide that the investment manager and the administrator will bear all
expenses of their employees and overhead incurred by them in connection with their duties under the
agreements. The investment manager and the administrator further agree to pay all salaries and fees of
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our directors and officers who are interested persons (as such term is defined in the Investment
Company Act) of such party. We will bear all of our own expenses; fees of our directors who are not
interested persons (as such term is defined in the Investment Company Act) of any other party to the
agreements; out-of-pocket travel expenses for all directors and other expenses incurred by us in connec-
tion with directors’ meetings; interest expense; taxes and governmental fees; brokerage commissions
and other expenses incurred in acquiring or disposing of our portfolio securities; expenses of preparing
stock certificates; expenses in connection with the issuance, offering, distribution, sale or underwriting
of securities issued by us; expenses of registering and qualifying our shares for sale with the SEC and in
various states and foreign jurisdictions; auditing, accounting, insurance and legal costs; custodian, divi-
dend disbursing and transfer agent expenses; expenses of obtaining and maintaining stock exchange
listings of our shares; and the expenses of shareholders’ meetings and preparing and distributing prox-
ies and reports to shareholders.

It is not possible to state precisely the amount of additional compensation the investment manager
and the administrator will receive as a result of the offer because it is not known how many shares will
be subscribed for and because the proceeds of the offer will be invested in additional portfolio securi-
ties, which will fluctuate in value. Assuming that all of the rights are exercised and the net asset value
per share remains at its current level, the investment manager would receive additional annual fees
equal to $646,181 and the administrator would receive additional annual fees equal to $115,891 as a
result of the offer.

The services of the investment manager and the administrator are not deemed to be exclusive, and
nothing in these agreements will prevent either of them or their affiliates from providing similar
services to other investment companies or other clients (whether or not their investment objectives and
policies are similar to ours) or from engaging in other activities. See ‘‘Investment Advisory and Other
Services—Management and Administration Agreements’’ in the SAI.

ENFORCEABILITY OF CIVIL LIABILITIES

Some of our directors and officers reside and maintain most of their assets outside the United
States, and none of our directors and officers living outside the United States have appointed an agent
for service of process in the United States. In addition, our investment manager is a Hong Kong
corporation. It may not be possible, therefore, for investors to effect service of process within the
United States upon these directors or officers or the investment manager or to enforce against them, in
United States courts or foreign courts, judgments obtained in United States courts predicated upon the
civil liability provisions of the Federal securities laws of the United States. In addition, it is not certain
that a foreign court would enforce, in original actions, liabilities against these directors or officers or
the investment manager predicated solely upon the U.S. securities laws.
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DISTRIBUTION ARRANGEMENTS

UBS Securities LLC, 299 Park Avenue, New York, New York, will act as dealer manager for the
offer. Under the terms and subject to the conditions contained in a dealer manager agreement entered
into by us and UBS Securities LLC, the dealer manager will provide financial advisory services (includ-
ing assisting the Fund in assessing dilution and earnings impact, analyzing expense and competitive
implications and evaluating the terms of the offer) and marketing assistance (including preparation of
marketing materials and public announcements) in connection with the offer and will solicit the exer-
cise of rights by our shareholders and participation in the over-subscription privilege by record date
shareholders by coordinating the activities of the subscription agent, the information agent and other
shareholder communications and by forming and managing a group of selling broker-dealers and assist-
ing such broker-dealers with their internal processing and promotion of the offer. The offer is not
contingent upon any number of rights being exercised. We have agreed to pay the dealer manager a fee
for its financial advisory, marketing and soliciting services equal to 3.75% of the subscription price per
share for shares issued pursuant to the exercise of rights and the over-subscription privilege. The dealer
manager will benefit from this offering as a result of this fee arrangement. The dealer manager will
reallow to broker-dealers included in the selling group to be formed and managed by the dealer
manager selling fees equal to 2.50% of the subscription price per share for each share issued pursuant
to this rights offering as a result of their selling efforts. In addition, the dealer manager will reallow to
other broker-dealers that have executed and delivered a soliciting dealer agreement and have solicited
the exercise of rights solicitation fees equal to 0.50% of the subscription price per share for each share
issued pursuant to the exercise of rights as a result of their soliciting efforts, subject to a maximum fee
based on the number of shares held by each broker-dealer through DTC on the record date. Fees will
be paid to the broker-dealer designated on the applicable portion of the subscription certificates, or in
the absence of such designation, to the dealer manager.

In addition, we have agreed to reimburse the dealer manager up to $100,000 for a portion of its
reasonable out-of-pocket expenses incurred in connection with the offer. We and the investment man-
ager have agreed to indemnify the dealer manager or contribute to losses arising out of certain liabili-
ties, including liabilities under the Securities Act. The dealer manager agreement also provides that the
dealer manager will not be subject to any liability to us in rendering the services contemplated by the
agreement except for acts of bad faith, willful misconduct or gross negligence of the dealer manager or
reckless disregard by the dealer manager of its obligations and duties under the agreement.

We have agreed not to offer or sell, or enter into any agreement to sell, any of our equity or
equity-related securities or securities convertible into such securities for a period of 180 days after the
date of the dealer manager agreement without the prior consent of UBS Securities LLC, as dealer
manager, except for rights and shares issued in connection with this offer and shares issued in connec-
tion with reinvestment of dividends or distributions.

Prior to the expiration of the offer, UBS Securities LLC, as dealer manager, may independently
offer for sale shares of the Fund, including shares acquired through purchasing and exercising the
rights, at prices it sets. The dealer manager may realize profits or losses independent of any fees
described in this prospectus.

39

 5  C Cs: 57919



    MERRILL CORPORATION ZLUNDE//16-NOV-05  23:34  DISK124:[05NYC1.05NYC8121]FI8121A.;8  
    8121.FMT  Free:        300D*/360D  Foot:          0D/         0D  VJ RSeq: 1 Clr: 0
    DISK024:[PAGER.PSTYLES]UNIVERSAL.BST;48 

UBS GREATER CHINA PROS 11/05 Proj: P4139NYC05 Job: 05NYC8121 File: FI8121A.;8
Merrill/New York (212) 229-6500 EDGAR Page Dim: 8.250� X 10.750� Copy Dim: 38. X 54.

DIVIDENDS AND DISTRIBUTIONS; DIVIDEND REINVESTMENT PLAN

We intend to distribute to shareholders, at least annually, substantially all of our net investment
income and net realized capital gains, if any. Pursuant to our dividend reinvestment plan, each share-
holder will be deemed to have elected (unless PFPC Inc., the plan agent, is otherwise instructed by the
shareholder in writing) to have all distributions, net of any applicable U.S. withholding tax, automati-
cally reinvested in additional shares of our common stock. Shareholders who do not participate in the
dividend reinvestment plan will receive all dividends and distributions in cash, net of any applicable
U.S. withholding tax, paid in U.S. dollars by check mailed directly to the shareholder by the plan agent,
as dividend-paying agent. Shareholders who do not wish to have dividends and distributions automati-
cally reinvested should notify the plan agent c/o PFPC Inc., P.O. Box 43027, Providence, Rhode Island
02940-3027. Dividends and distributions with respect to shares registered in the name of a broker-
dealer or other nominee (i.e., in ‘‘street name’’) will be reinvested under the dividend reinvestment plan
unless this service is not provided by the broker or nominee or the shareholder elects to receive
dividends and distributions in cash. Shareholders whose shares are held by a broker or nominee that
does not provide a dividend reinvestment program may be required to have their shares registered in
their name to participate in the plan. Investors who own shares of our common stock registered in
street name should contact their broker or nominee for details concerning participation in the dividend
reinvestment plan.

In administering the plan, the plan agent serves as agent for the shareholders. If we declare an
income dividend or a capital gain distribution payable either in our common stock or in cash, as
shareholders may have elected, non-participants in the plan will receive cash and participants in the
plan will receive common stock to be issued by us. If the market price per share on the valuation date
equals or exceeds net asset value per share on that date, we will issue new shares to participants valued
at net asset value or, if the net asset value is less than 95% of the market price on the valuation date,
then valued at 95% of the market price. If net asset value per share on the valuation date exceeds the
market price per share on that date, the plan agent, as agent for the participants, will buy shares of our
common stock on the open market. If, before the plan agent has completed its purchases, the market
price exceeds the net asset value of shares, the average per-share purchase price paid by the plan agent
may exceed the net asset value of shares, resulting in the acquisition of fewer shares than if the
dividend or distribution had been paid in shares issued by us at net asset value. Additionally, if the
market price exceeds the net asset value of shares before the plan agent has completed its purchases,
the plan agent is permitted to cease purchasing shares and we may issue the remaining shares at a
price equal to the greater of (a) net asset value or (b) 95% of the then current market price. In a case
where the plan agent has terminated open market purchases and we have issued the remaining shares,
the number of shares received by the participant in respect of the cash dividend or distribution will be
based on the weighted average of prices paid for shares purchased in the open market and the price at
which we issue the remaining shares. The valuation date is the dividend or distribution payment date
or, if that date is not a NYSE trading day, the next preceding trading day. If we should declare an
income dividend or capital gains distribution payable only in cash, the plan agent will, as agent for the
participants, buy shares of our common stock in the open market, on the NYSE or elsewhere, for the
participants’ accounts on, or shortly after, the payment date.

The plan agent maintains all shareholder accounts in the plan and furnishes written confirmations
of all transactions in the account, including information needed by shareholders for personal and tax
records. Shares in the account of each plan participant will be held by the plan agent in non-certifi-
cated form in the name of the participant. The plan agent will forward to the participant any proxy
solicitation material and will vote any shares of common stock it holds for the participant solely in
accordance with the proxy the participant returns to us.
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In the case of shareholders, such as banks, brokers or nominees, that hold shares for others who
are the beneficial owners, the plan agent will administer the plan on the basis of the number of shares
certified from time to time by the shareholders as representing the total amount registered in the
shareholders’ names and held for the account of beneficial owners who participate in the plan.

There is no charge to participants for reinvesting dividends or capital gain distributions. We pay
the plan agent’s fees for the handling of reinvestment of dividends and distributions. There is no
brokerage charge with respect to shares issued directly by us as a result of dividends or capital gain
distributions payable either in shares or in cash. However, each participant pays a pro rata share of
brokerage commissions incurred with respect to the plan agent’s open market purchases in connection
with the reinvestment of dividends or capital gain distributions.

The automatic reinvestment of dividends and distributions will not relieve participants of any U.S.
income tax that may be payable on such dividends or distributions. See ‘‘Taxation’’ in the SAI.

Experience under the plan may indicate that changes are desirable. Accordingly, we and the plan
agent reserve the right to terminate the plan as applied to any dividend or distribution paid subsequent
to notice of the termination sent to the members of the plan at least 30 days before the record date for
payment of any dividends or distributions. The plan also may be amended by us or the plan agent, but
(except when necessary or appropriate to comply with applicable law, rules or policies of a regulatory
authority) only by at least 30 days’ written notice to participants. All correspondence concerning the
plan should be directed to the plan agent c/o PFPC Inc., P.O. Box 43027, Providence, Rhode Island
02940-3027. For further information regarding the plan, you may also contact the transfer agent directly
at (800) 331-1710.

DESCRIPTION OF COMMON STOCK

We are authorized to issue 100,000,000 shares of common stock, $0.001 par value per share. Our
shares have no preemptive, conversion, exchange or redemption rights. Each share has equal voting,
dividend, distribution and liquidation rights. The shares outstanding are, and the shares issued pursuant
to this offer when issued will be, fully paid and nonassessable. Shareholders are entitled to one vote per
share. All voting rights for the election of directors are noncumulative, which means that the holders of
more than 50% of the shares can elect 100% of the directors then nominated for election if they
choose to do so and, in such event, the holders of the remaining shares will not be able to elect any
directors. Both this description and the description under ‘‘—Certain Antitakeover Provisions in Our
Charter and Bylaws and under Maryland Law’’ below are subject to the provisions contained in our
organizational documents (i.e., our charter and our bylaws).

Set forth below is information with respect to our common stock as of September 30, 2005:

Amount Outstanding
Exclusive of Shares

Amount Held by Us Held by Us For
Amount Authorized For Our Own Account Our Own Account

100,000,000 shares . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0 shares 12,597,503 shares

Certain Antitakeover Provisions in Our Charter and Bylaws and under Maryland Law

We have provisions in our organizational documents that are intended to limit (i) the ability of
other entities or persons to acquire control of us, (ii) our freedom to engage in certain transactions,
(iii) the ability of our directors or shareholders to amend our organizational documents, (iv) the ability
of our shareholders to change the composition of our Board of Directors or (v) our conversion to an
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open-end investment company. These provisions may be regarded as ‘‘antitakeover’’ provisions. Com-
mencing with the first annual meeting of shareholders, our Board of Directors was divided into three
classes. Such a system of electing directors is intended to have the effect of maintaining the continuity
of management and, thus, make it more difficult for our shareholders to change the majority of
directors.

Under our charter, with the exception of the transactions described below, any action we take will
be valid and effective if authorized by the affirmative vote of the holders of a majority of the total
number of shares of all classes outstanding and entitled to vote on the matter. An affirmative vote of
75% of our outstanding common stock (unless a majority of Continuing Directors, as defined in our
charter, approved the transaction) is required under our charter for any of the following transactions
involving a corporation, person or entity that is directly, or indirectly through affiliates, the beneficial
owner of more than 5% of our outstanding common stock or to amend the provisions of our charter
relating to such transactions: (i) merger, consolidation or statutory share exchange; (ii) issuance of any
of our securities for cash; (iii) sale, lease or exchange of more than $1 million aggregate market value
of our assets to another entity; or (iv) sale, lease or exchange to us for our securities of more than
$1 million aggregate market value in assets of another entity.

Furthermore, our charter also requires the affirmative vote of 75% of our outstanding common
stock (unless a majority of Continuing Directors approved the transaction) to liquidate or dissolve us or
to convert us to an open-end investment company (including amendments to our charter to make our
common stock a ‘‘redeemable security’’ as defined under the Investment Company Act). Any proposed
amendment to our charter intended to repeal or adopt an inconsistent provision to any of the provi-
sions that require a 75% supermajority vote must itself be authorized by not less than 75% of the
aggregate votes entitled to be cast at a shareholders’ meeting or in writing without a meeting. These
supermajority requirements are higher than that required by federal or state law. For the full text of
these provisions, we refer you to our charter and bylaws on file with the SEC. See ‘‘Additional Informa-
tion’’ below.

The provisions described above of our organizational documents could have the effect of depriving
our shareholders of opportunities to sell their shares at a premium over prevailing market prices by
discouraging a third party from seeking to obtain control of us in a tender offer or similar transaction.
The overall effect of these provisions is to render more difficult the accomplishment of a merger or the
assumption of control by a principal shareholder. Our Board of Directors has considered these
antitakeover provisions and concluded that they are in our best interest and the best interest of our
shareholders.

In addition to the foregoing provisions in our organizational documents, the following elective
statutory provisions relating to extraordinary actions and unsolicited takeovers are provided under
Maryland law. To date, we have not elected to be bound by these provisions, but we may do so to the
extent they would not be contrary to the Investment Company Act if our Board of Directors adopts
resolutions to opt in to these provisions. Such elections could have the effect of discouraging offers to
acquire us and of increasing the difficulty of consummating any such offer.

Business Combinations. If we make the relevant statutory election, we will be subject to certain
restrictions concerning certain ‘‘business combinations’’ (including mergers, consolidations, share
exchanges or, in certain circumstances, asset transfers or issuances or reclassifications of equity securi-
ties) between us and an ‘‘interested stockholder.’’ Interested stockholders are persons that
(i) beneficially own 10% or more of the voting power of our shares or (ii) are affiliates or associates of
us who, at any time within the two-year period prior to the date in question, were the beneficial owners
of 10% or more of the voting power of our shares. Such business combinations will be prohibited for
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five years after the most recent date on which the interested stockholder became an interested stock-
holder. Thereafter, any such business combination must be recommended by our Board of Directors
and approved by the affirmative vote of at least (i) 80% of the votes entitled to be cast by holders of
our outstanding voting shares and (ii) two-thirds of the votes entitled to be cast by holders of our
outstanding voting shares other than shares held by the interested stockholder or an affiliate or associ-
ate of the interested stockholder with whom the business combination is to be effected, unless, among
other things, our shareholders receive a minimum price for their shares and the consideration is
received in cash or in the same form as previously paid by the interested stockholder for its shares.
These provisions of Maryland law do not apply, however, to business combinations that are approved
or exempted by our Board of Directors prior to the time that the interested stockholder becomes an
interested stockholder.

Control Share Acquisitions. Companies may also elect to be bound by a Maryland statutory provi-
sion that provides that, with certain exceptions, ‘‘control shares’’ of common stock acquired in a ‘‘con-
trol share acquisition’’ (defined below) have no voting rights except to the extent approved by the
affirmative vote of two-thirds of all the votes entitled to be cast on the matter, excluding shares of
common stock owned by the acquiring person or by officers or directors who are employees of the
company. ‘‘Control shares’’ are shares of voting stock that, if aggregated with all other such shares
previously acquired by such a person, would entitle the acquiring person to exercise voting power in
electing directors within one of the following ranges of voting power: (i) 10% or more but less than
one-third; (ii) one-third or more but less than a majority; or (iii) a majority or more of all voting
power. Control shares do not include shares the acquiring person is then entitled to vote as a result of
having previously obtained shareholder approval. A ‘‘control share acquisition’’ means, subject to cer-
tain exceptions, the acquisition of, ownership of or the power to direct the exercise of voting power
with respect to control shares. If we were to elect to be bound by this statutory provision, such action
would be contrary to Section 18(i) of the Investment Company Act.

Other Provisions. A Maryland corporation that has three directors who are not employees of the
corporation or related to an acquiring person and that is subject to the reporting requirements of the
Securities Exchange Act of 1934 may elect in its charter or bylaws or by resolution of its board of
directors to be subject to all or part of a special subtitle that provides that: 

(i) the corporation may have a staggered board of directors;

(ii) any director may be removed only for cause and by the vote of two-thirds of the votes
entitled to be cast in the election of directors generally, even if a lesser proportion is
provided in the charter or bylaws;

(iii) the number of directors may only be set by the board of directors, even if the proce-
dure is contrary to the charter;

(iv) vacancies may only be filled by the remaining directors, even if the procedure is con-
trary to the charter or bylaws; and

(v) the secretary of the corporation may call a special meeting of stockholders at the
request of stockholders only upon the written request of the stockholders entitled to
cast at least a majority of all the votes entitled to be cast at the meeting, even if the
procedure is contrary to the charter or bylaws.

If we were to elect to be bound by certain of the provisions described above, such action would be
contrary to certain provisions of Section 16(a) of the Investment Company Act.

Articles supplementary must be filed with the Maryland State Department of Assessments and
Taxation if we elect to be subject to any or all of these provisions. Shareholder approval is not required

43

 5  C Cs: 51730



    MERRILL CORPORATION ZLUNDE//16-NOV-05  23:34  DISK124:[05NYC1.05NYC8121]FI8121A.;8  
    8121.FMT  Free:        660D*/720D  Foot:          0D/         0D  VJ RSeq: 5 Clr: 0
    DISK024:[PAGER.PSTYLES]UNIVERSAL.BST;48 

UBS GREATER CHINA PROS 11/05 Proj: P4139NYC05 Job: 05NYC8121 File: FI8121A.;8
Merrill/New York (212) 229-6500 EDGAR Page Dim: 8.250� X 10.750� Copy Dim: 38. X 54.

for the filing of articles supplementary. To date, we have not elected to be governed by these specific
provisions. However, our charter and bylaws already contain some of these provisions independent of
these elections. For instance, our charter requires a 75% vote to remove directors (and then only for
cause). We also have a staggered board. We may elect to be governed by these provisions at any time
in the future.

TAXATION

We intend to continue to qualify, and elect to be treated, as a regulated investment company
under the Code. We intend to distribute substantially all our net investment income and net capital
gains each year (thereby avoiding the imposition of federal income and excise taxes on such distributed
income and gain on us). Such distributions will be taxable as ordinary income and long-term capital
gains, respectively, to shareholders who are subject to tax. After the end of each taxable year, we will
notify shareholders of the federal income tax status of any distributions, or deemed distributions, made
by us during such year. For a discussion of certain United States, Hong Kong and China income tax
consequences to our shareholders, see ‘‘Taxation’’ in the SAI.

CUSTODIAN, TRANSFER AGENT, DIVIDEND PAYING AGENT AND REGISTRAR

The Bank of New York, One Wall Street, New York, New York 10286, serves as our custodian.
Our Board of Directors has delegated various foreign custody responsibilities to The Bank of New York
as our foreign custody manager to the extent permitted under the Investment Company Act and the
rules thereunder. The Bank of New York has entered into agreements with foreign subcustodians in
accordance with delegation instructions approved by the Board of Directors.

The transfer agent, dividend paying agent and registrar for our common stock is PFPC Inc. The
principal business address of the transfer agent, dividend paying agent and registrar is c/o PFPC Inc.,
P.O. Box 43027, Providence, Rhode Island 02940-3027.

EXPERTS

The financial highlights for each of the four years in the period ended December 31, 2004 included
in this prospectus and our audited financial statements as of December 31, 2004 (which have been
incorporated by reference in this prospectus and in the SAI from our 2004 Annual Report to Share-
holders) have been so included or incorporated in reliance on the report of Ernst & Young LLP, an
independent registered public accounting firm, given on their authority as experts in auditing and
accounting. The principal business address of Ernst & Young is 5 Times Square, New York, New York
10036.

VALIDITY OF COMMON STOCK AND OTHER LEGAL MATTERS

With respect to matters of United States law, the validity of the common stock offered by this
prospectus and certain other legal matters will be passed upon for us by White & Case LLP, New York,
New York. Certain legal matters will be passed upon for the dealer manager by Skadden, Arps, Slate,
Meagher & Flom LLP, Chicago, Illinois. White & Case and Skadden, Arps, Slate, Meagher & Flom
will rely on DLA Piper Rudnick Gray Cary US LLP, Baltimore, Maryland, with respect to matters of
Maryland law.
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ADDITIONAL INFORMATION

We are subject to the information requirements of the Securities Exchange Act of 1934, as
amended, and the Investment Company Act, and are accordingly required to file reports, proxy state-
ments and other information with the SEC. Any such reports, proxy statements and other information
can be inspected and copied at the Public Reference Section of the SEC at 100 F Street, N.E.,
Washington, D.C. 20549. You may request copies of these documents, upon payment of a duplicating
fee, by writing to the SEC. Please call the SEC at (202) 551-8090 for further information on the
operation of the public reference rooms. Our filings with the SEC are also available to the public on
the SEC’s website (http://www.sec.gov). Reports, proxy statements and other information concerning us
can also be inspected at the offices of the NYSE, 11 Wall Street, New York, New York 10005.

Additional information regarding us and our shares is contained in the registration statement we
filed with the SEC on Form N-2, including amendments, exhibits and schedules, relating to those
shares. This prospectus and the SAI do not contain all of the information set forth in that registration
statement. For further information with respect to us and the shares of our common stock offered by
this prospectus, please refer to the registration statement. Statements contained in the prospectus and
the SAI as to the contents of any contract or other document referred to are not necessarily complete,
and in each instance reference is made to the copy of such contract or other document filed as an
exhibit to the registration statement, each such statement being qualified in all respects by such refer-
ence. You may inspect a copy of the registration statement without charge at the SEC’s principal office
in Washington, D.C. You may also obtain a copy of the registration statement from the SEC upon
payment of a duplicating fee.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Certain statements in this prospectus constitute forward-looking statements, which involve known
and unknown risks, uncertainties and other factors that may cause our actual results or level of per-
formance to be materially different from any future results or level of performance expressed or
implied by such forward-looking statements. Such factors include, among others, those listed under
‘‘Risk Factors and Special Considerations’’ and elsewhere in this prospectus. As a result of these and
other factors, we cannot give you any assurances as to our future results or level of performance, and
neither we nor any other person assumes responsibility for the accuracy and completeness of such
statements. To the extent required by law, we undertake to amend or supplement this prospectus to
reflect any material changes to us after the date of this prospectus.
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You should rely only on the information contained in
this document or that we have referred you to. We
have not authorized anyone to provide you with infor-
mation that is different. Neither delivery of this pro-
spectus nor a sale made under it implies that our
affairs remain unchanged as of the date of this docu-
ment or that the information in this prospectus is
correct as of any time after that date. We will, how-

THE GREATER CHINAever, amend or supplement this prospectus if any
material change occurs while this prospectus is FUND, INC.
required by law to be delivered. This prospectus does
not constitute an offer to sell or a solicitation of an
offer to buy any of the securities other than the
shares offered by this prospectus, nor does it consti-
tute an offer to sell or an offer to buy the shares by
anyone in any jurisdiction in which such offer or
solicitation is not authorized or in which the person
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Date or (2) the net asset value per share as of the close of trading on the NYSE on the Expiration Date. Based on a closing mar-
ket price of $16.03 per share and net asset value of $17.42 per share on November 8, 2005, the estimated subscription price for
the Rights Offering is $14.43 per share. The distribution to Record Date Stockholders of transferable rights, which may themselves
have intrinsic value, also will afford non-participating stockholders the potential of receiving cash payment upon the sale of the
Rights, receipt of which may be viewed as partial compensation for the dilution of their interests.

Incremental proceeds may reduce the Fund’s expense ratio and enhance share liquidity
The Fund’s Board of Directors believes that increasing Fund assets available for investment may result in a modest lowering of
the Fund’s expenses as a percentage of average net assets because fixed costs of the Fund can be spread over a larger asset base.
The issuance of additional shares may also result in an improvement in the liquidity of the trading market of the Fund’s shares on
the NYSE as well as an increase in the level of market interest in the Fund.

CAN I SUBSCRIBE FOR MORE SHARES THAN MY RIGHTS ENTITLE ME TO PURCHASE?
Yes. Record Date Stockholders who exercise all the Rights issued to them (other than those Rights that cannot be exercised because
they represent the right to acquire less than one share) are entitled to subscribe for additional shares represented by any unexercised
Rights issued in the primary subscription (the “Over-Subscription Privilege”). Investors who are not shareholders on the Record
Date, but who otherwise acquire rights to purchase shares of the Fund’s common stock pursuant to this Rights Offering, are not en-
titled to subscribe for any shares of the Fund’s common stock pursuant to the Over-Subscription Privilege. To the extent sufficient
shares are not available to honor all over-subscription requests, any remaining unsubscribed shares will be allocated pro rata among
those shareholders who over-subscribe based on the number of shares they owned on the Record Date for the Rights Offering.

HOW CAN I EXERCISE MY RIGHTS?
To exercise your Rights, contact your broker, custodian or trust officer who can forward your instructions on your behalf. If you
do not have a broker, custodian or trust officer, you should complete the subscription certificate and deliver it to the subscription
agent, together with your payment, at one of the locations indicated on the subscription certificate or in the attached prospectus.
For more information, contact the Fund’s Information Agent, The Altman Group, Inc., at 1-800-370-1749.

If Record Date Stockholders decide not to exercise their Rights, the Rights may be sold as discussed below under “May I Sell My
Rights?”

MAY I SELL MY RIGHTS?
Yes. The Rights will be traded on the NYSE under the symbol “GCH.RT.” Contact your broker, custodian or trust officer who can
arrange the sale of Rights on your behalf.* If you do not have a broker, custodian or trust officer, indicate your instructions on
the subscription certificate and deliver it to the subscription agent. The Rights are expected to trade on the NYSE through De-
cember 15, 2005, one business day prior to the expiration of the offer, unless extended. The Fund cannot assure Record Date Stock-
holders that a market for the Rights will develop or that any minimum sale price can be obtained.

THE GREATER CHINA FUND-GENERAL OVERVIEW
The Fund has been engaged in business as a non-diversified, closed-end management investment company since July 23, 1992.
The Fund seeks long-term capital appreciation through investment in listed equity securities of China companies. Under normal
market conditions, at least 65% of the Fund’s total assets are invested in equity securities of China companies listed on stock
exchanges in China and Hong Kong. The Fund may also invest in equity securities of China companies listed on stock exchanges
located elsewhere, such as the United States, Singapore or Taiwan, in unlisted equity securities of China companies, in debt
securities of China companies and in listed equity securities of Taiwanese companies. Under normal market conditions, at least
80% of the Fund’s net assets will be invested in listed equity securities of China companies.

Average annual total returns as of 9/30/05 FUND BREAKDOWN

Annualized

Based on YTD 1-year 3-year 5-year

Market Price (%) 6.22 11.86 30.50 15.17

Net Asset Value (%) 6.98 15.95 24.88 10.86

Source: Bloomberg

*Sellers of Rights through brokers, custodians or trust officers may incur traditional
commissions payable by the seller

Source: Company filings as of August 31, 2005

The Greater China Fund, Inc.

For more information, call the Information Agent at 1-800-370-1749
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The Greater China Fund, Inc.

PLEASE READ THE ATTACHED PROSPECTUS FOR MORE INFORMATION 

These Highlights of the Rights Offering are qualified in their entirety by reference to the information included in the attached
prospectus. Investors should consider the Fund’s investment objective, risks, and charges and expenses before investing. The at-
tached prospectus contains this and other information about the Fund, including risk factors of the Rights Offering. The attached
prospectus should be read carefully before investing.

The Fund’s investment objective is to achieve long-term capital appreciation. The Fund seeks to achieve its investment objective
by investing substantially all of its assets in listed equity securities of companies that (i) are organized under the laws of, and have
their principal place of business in, China or Hong Kong or (ii) during their most recent fiscal year derived at least 50% of their
revenues or profits from goods produced or sold, investments made or services performed in China or Hong Kong or have at least
50% of their assets in China or Hong Kong. The economy of China differs, often unfavorably, from the U.S. economy in such re-
spects as structure, general development, government involvement, wealth distribution, rate of inflation, growth rate, allocation
of resources and capital reinvestment. The Chinese, Hong Kong and other foreign securities markets on which the securities of
China companies are traded are not as large as the U.S. securities markets and have substantially less trading volume, resulting
in a lack of liquidity and high price volatility relative to the U.S. securities markets. See “Risk Factors and Special Considera-
tions” in the attached prospectus for more information.

DILUTION

Record Date Stockholders who do not fully exercise their Rights should expect that they will, at the completion of the Rights Of-
fering, own a smaller proportional interest in the Fund than owned prior to the Rights Offering. In addition, because the sub-
scription price per share will be less than the then current net asset value per share, the completion of this Rights Offering will
result in an immediate dilution of the net asset value per share for all existing stockholders. Such dilution is not currently deter-
minable because it is not known how many shares will be subscribed for, what the net asset value or market price of the Fund’s
common stock will be on the Expiration Date or what the Subscription Price will be. Such dilution could be substantial. Stock-
holders will experience a decrease in the net asset value per share held by them irrespective of whether they exercise all or any
portion of their Rights.

Dealer Manager

Information Agent
The Altman Group, Inc.

1-800-370-1749

For more information, call the Information Agent at 1-800-370-1749

(NOT PART OF THE PROSPECTUS)
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