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For the six months
ended 30 June

2018 2017
HK$'000 HK$'000 Change
Fee and commission income
— brokerage 271,437 289,210 -6.1%
— corporate finance 335,355 441,590 -241%
— asset management 10,561 14,513 -27.2%
Income from loans and financing 716,824 641,556 1.7%
Gain from financial products, market making and
investments 344,038 173,089 98.8%
Revenue 1,678,215 1,559,958 7.6%
Profit for the period 541,691 726,052 -25.4%
Profit attributable to ordinary equity holders
of the Company 506,841 673,507 -24.7%
Profit attributable to ordinary equity holders of the
Company (after excluding the contributions from
the listing of parent company in 2017) 506,841 446,334 13.6%
Basic earnings per share (HK cents) 6.73 9.74 -30.9%
Diluted earnings per share (HK cents) 6.71 9.67 -30.6%
Equity per ordinary share (HK$) Notw 1.41 1.20 17.5%
Dividend per share (HK cents) 3.3 4.5 -26.7%
Dividend payment ratio (MNete) 50% 46% 4 p.p.
Revenue and Profit Mix in First Half of 2018
, , Financial products,
Financial products, Asset management market making
mark_et making o - and investments
and investments 1% A
20% Brokerage 2% ‘ BrokerageA
R
16% 17%
Revenue Mix Profit Mix
Corporate
Corporate a finance
finance Loans 30% _ Logns
- and financing and financing
20% a -~
43% 41%
Note:

It was calculated based on 7,643,666,690 shares (30 June 2017: 6,920,877,674 shares) as at 30 June 2018, being 7,715,373,090
shares issued and fully paid less 71,706,400 shares held under the Company’s share award scheme (30 June 2017: 6,993,765,074
shares issued and fully paid less 72,887,400 shares held under the Company’s share award scheme).
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Review of Macro-economy and Financial Market

During the period under review, the global economy continued to recover in general, of which the economic
data of the United States ("US") stayed positive with interest rates rose in March and June respectively. At the
same time, due to the escalation of the Sino-US trade war, the exchange rate of Renminbi (“"RMB") weakened
against US dollar since June. Despite the uncertain economic situation from home and abroad, Chinese economy
exerted great resilience during the period under review. Driven by the consumer market, the rate of Gross
Domestic Product ("GDP") growth in China reached 6.8%, the unemployment rate remained at a low level, and
other major economic performance indicators remained steady.

At the Fifth National Financial Work Conference in 2017, the government emphasised that they would focus on
preventing systematic financial risks and deepening financial reform for future economy. In the first half of this
year, the local regulatory bodies in China continued to implement the measures of “deleveraging” and aimed
to build the economy in a "high quality” manner, the scale of domestic aggregate financing was significantly
adjusted. Meanwhile, the trade war between China and the US loomed since March, the market held negative
expectations on the future growth of domestic exports and the economy. Under the influence of multiple factors,
respective market risks and credit risks gradually emerged in China, causing financial market fluctuations.

In respect of the stock market, affected by various factors of the outbound market, the Hong Kong Hang Seng
Index experienced significant fluctuations during the first half after a brief rise in January this year. As at the
end of June, the Hang Seng Index closed at 28,955, representing an increase of 12.4% as compared with the
corresponding period of last year, whereas a decrease of 3.2% as compared with the end of 2017. The Hang
Seng Mid Cap Index recorded a decrease of 10.0% as compared with the end of 2017. Meanwhile, the average
daily trading volume of the Hong Kong stock market increased by 67.0% to approximately HK$126.6 billion for
the first half of 2018.

In respect of initial public offering (“IPO"), the reform of listing regime under the Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) led to a new breakthrough. Pursuant to the Consultation Paper on a Listing
Regime for Companies from Emerging and Innovative Sectors, the corresponding rules amendments (the “New
Rules”) came into effect in April, where companies with weighted voting right structure and pre-profit biotech
companies are allowed to be listed on the Stock Exchange. Thereafter, it is expected that more companies
from these sectors will be listed on the Stock Exchange, further diversifying the industrial spread of Hong Kong
listed companies, which in turn will directly benefit the overall market by bringing more opportunities to the
financial industry.

Results Overview

Guotai Junan International Holdings Limited (the “Company”, and its subsidiaries, the “Group” or "we")
recorded a total profit attributable to equity holders of the Company (“Profit Attributable to Shareholders”)
of approximately HK$507 million (2017: HK$674 million) for the six months ended 30 June 2018, representing
a decrease of approximately 25% as compared with the same period of 2017. Excluding the effect of income
(particularly on brokerage and corporate finance businesses) arising from the listing of our parent company in
the first half of last year, the Profit Attributable to Shareholders for the first half of this year increased by 13.6%.
In spite of the volatile domestic and outbound financial market, the advantages of business diversification of the
Group are prominent, as Profit Attributable to Shareholders maintained steady and healthy growth. During the
period under review, income from the Group's financial products business increased significantly, representing
a growth of approximately 271% year-on-year.
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Management Discussion and Analysis

The board of directors of the Company (“Board”) has declared an interim dividend of HK$0.033 per ordinary
share of the Company (“Share(s)”) for the six months ended 30 June 2018 (2017: HK$0.045 per Share).

For the six months ended 30 June

2018 2017
HK$'000 % HK$'000 %
Fee and commission income
— brokerage 271,437 16.2 289,210 18.5
- corporate finance 335,355 20.0 441,590 28.3
— asset management 10,561 0.6 14,513 1.0
Income from loans and financing 716,824 42.7 641,556 411
Gain from financial products, market making and
investments 344,038 20.5 173,089 111
1,678,215 100.0 1,559,958 100.0
Brokerage

In the first half of 2018, the Group's brokerage business recorded a total revenue of approximately HK$271
million (2017: approximately HK$289 million). Excluding the effect of income of the Company arising from the
listing of our parent company in the first half of 2017, the brokerage income grew by 40.4% year-on-year (2017:
approximately HK$193 million), among which the commission income from securities trading in the Hong Kong
market soared by 60% to approximately HK$155 million.

The breakdown of the revenue of brokerage business is set out below:

For the six months ended 30 June

2018 2017
HK$'000 % HK$'000 %
Securities 227,302 83.7 248,282 85.8
Futures and options 13,688 51 13,812 4.8
Handling income 23,447 8.6 17,793 6.2
Leveraged foreign exchange 1,489 0.6 1,500 0.5
Insurance 5,511 2.0 7,823 2.7
271,437 100.0 289,210 100.0

Although the Hong Kong stock market encountered certain fluctuations during the period under review, new products
and services launched by the Group in the second half of last year, such as the preferential financing rate, “Jun Hong
Wealth Management Club (BsAM E&E R E4EES)" service, and the upgraded mobile trading platform of “Tradego (325
)", were very popular and have attracted many quality customers. The number of the Group's professional investors
(i.e. those with investible assets of over US$1 million) has increased steadily to 1,758 (2017: 1,080) in the first half of
2018, with average account balance increasing by nearly 54% to approximately HK$38.03 million as compared with

the same period of last year.
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Management Discussion and Analysis

Corporate Finance

Our corporate finance business covers debt capital markets, equity capital markets and consultancy and financial
advisory services. A breakdown of the revenue of corporate finance business is set out below:

For the six months ended 30 June

2018 2017
HK$'000 % HK$'000 %
Placing, underwriting and
sub-underwriting commissions
— debt capital markets 258,439 771 147,579 33.4
— equity capital markets 59,875 17.9 231,963 52.5
Consultancy and financial advisory fees 17,041 5.0 62,048 141
95,855 100.0 441,590 100.0

During the period under review, the Group continued to maintain its leading position in the Hong Kong
debt capital market. We have participated in 76 debt issuance activities (2017: 30 debt issuance activities),
and assisted corporations in fund raising of nearly HK$165.3 billion. The Group's income arising from debt
capital markets substantially increased by 75% to approximately HK$258 million (2017: approximately HK$148
million). The debt capital markets team of the Group ranked second in the Asia (ex-Japan) G3 Corporate
High-Yield Bond Underwriter League (il (BrEASN) GIEE R EAIEEPEITE) of Bloomberg Asia (in terms of
the issuance amount).

In the first half of 2018, the equity capital market team of the Group has completed five IPO projects, including
the listing of Bank of Gansu Co., Ltd., which ranked third in the market in terms of capital raising amount.
According to statistic data of Dealogic, in the first half of 2018, the Company ranked fourth in fund raising
among the Hong Kong IPO bookrunners.

Loans and Financing

The income arising from the overall loan and financing business increased steadily by 12% to approximately
HK$717 million (2017: approximately HK$642 million) for the first half of 2018.

The Company took the lead in adjusting margin loan business in last year by reducing the proportion of collaterals
with low liquidity and market value, so as to improve its overall quality of net assets. In the first half of this year,
such adjustment has been well executed, as a result, the proportion of Hang Seng Index stocks and blue-chip
stocks among the collaterals held increased significantly. During the period under review, notwithstanding the
interest income arising from margin loan business slightly decreased by 7% to approximately HK$476 million,
management considered that such decrease resulting from business restructure was within expectations. For
the second half of this year, the Group will continue to provide attractive financing products to retail and high
net worth clients by taking advantage of our relatively low funding cost. The Group is confident to develop
these businesses steadily and healthily in the future.
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Management Discussion and Analysis

Among the diversified businesses that guaranteed stable income, the Group recorded significant increase in
interest income arising from term loans, IPO loans and securities borrowing and lending business during the
period under review. Particularly, interest income arising from IPO loan business soared around 18 times year-
on-year to approximately HK$9.56 million (2017: approximately HK$510 thousand). As mentioned above, with its
advantages on funding cost, the pricing of IPO loan products launched by the Group since the second half of
2017 was highly competitive with positive client feedback constantly.

The market fluctuations provided opportunities to the securities borrowing and lending business of the
Group. As of 30 June 2018, the interest income arising from securities borrowing and lending business of
the Group recorded a year-on-year increase of 485% to approximately HK$35.61 million (2017: approximately
HK$6.09 million).

A breakdown of the revenue of loans and financing business is set out below:

For the six months ended 30 June

2018 2017
HK$'000 % HK$'000 %
Margin loans 475,575 66.4 513,000 80.0
Term loans 71,525 10.0 35,308 55
Securities borrowing and lending 35,611 5.0 6,090 0.9
Reverse repurchase agreements 11,082 1.5 1,419 0.2
IPO loans 9,558 1.3 509 0.1
Banks and others 113,473 15.8 85,230 13.3
716,824 100.0 641,556 100.0

Financial Products

During the period under review, the overall income of the Group's financial products, market making and
investment business increased by 99% year-on-year to approximately HK$344 million (2017: approximately
HK$173 million). In particular, the financial product business, as one of the fast-growing businesses in recent
years, achieved impressive performance with a significant increase in income of 271% year-on-year. Taking
the advantages on its leading credit ratings as well as well-established partnerships with major international
financial institutions, the Group refined its product competitiveness and business strength, which enabled itself
to provide diversified and tailor-made financial products for corporations, institutions and high net worth clients.

Results of Financial Position
The Group's total assets increased by 11% to HK$81,712 million as at 30 June 2018 (31 December 2017: HK$73,960

million).

The Group's total liabilities increased by 12% to HK$70,252 million as at 30 June 2018 (31 December 2017:
HK$62,969 million).

The equity attributable to holders of ordinary shares increased by 25% to HK$10,780 million (31 December 2017:

HK$8,608 million) as at 30 June 2018. The leverage ratio (means total assets less accounts payable to clients
divided by total equity) was 5.8 times as at 30 June 2018 (31 December 2017: 5.5 times).
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Management Discussion and Analysis

Liquidity, Financial Resources and Capital Structure

As at 30 June 2018, the net current assets of the Group decreased by 18% to HK$8,598 million (31 December
2017: HK$10,436 million). The Group's current ratio was 1.12 times as at 30 June 2018 (31 December 2017: 1.17
times). The Group's gearing ratio (means the sum of bank borrowings and debt securities in issue at amortised
cost divided by total equity) was 1.71 times as at 30 June 2018 (31 December 2017: 1.79 times).

The Group had a net cash inflow of HK$255 million (2017 cash inflow: HK$248 million) for the period ended
30 June 2018 and the Group's bank balance was HK$2,467 million as at 30 June 2018 (31 December 2017: HK$2,213
million). As at 30 June 2018, the Group had outstanding bank borrowings of HK$9,763 million (31 December
2017: HK$13,782 million), which were obtained through facilities with a number of banks.

To obtain further capital for the Group's business development, on 24 January 2018, the Company, Guotai
Junan Holdings Limited (the “Vendor” and the Company’s substantial shareholder) and Guotai Junan Securities
(Hong Kong) Limited, as a placing agent and a wholly-owned subsidiary of the Company, entered into a placing
and subscription agreement (the "Agreement”). Pursuant to the Agreement, the Vendor placed a total of
700,000,000 existing Shares it held to not less than six independent placees at the placing price of HK$2.85
per Share on 29 January 2018, and the Company allotted and issued 700,000,000 new Shares to the Vendor at
the subscription price of HK$2.85 per Share under the general mandate on é February 2018 (the “Placing”). The
net proceeds raised from the Placing was approximately HK$1,987 million (being the proceeds of the Placing
less issuing expenses of approximately HK$8.1 million), equivalent to a net subscription price of approximately
HK$2.84 per Share. The closing price of the Share on the last trading day immediate prior to signing of the
Agreement, as quoted on the Stock Exchange, was HK$3.09 per Share. As of 30 June 2018, the Company has
applied approximately 78% and 22% of the net proceeds from the Placing as working capital for its financial
products, market making and investment business and loans and financing business respectively.

On 3 July 2018, the Company successfully renewed the Medium Term Note Programme of HK$15,000,000,000
(or the equivalent in other currencies at the date of issue) pursuant to which both listed and unlisted notes may
be issued. The structured notes issued by the Group in the first half of 2018 in relation to financial products
amounted to HK$14,483 million (31 December 2017: HK$10,479 million) and the notes outstanding as at 30 June
2018 were HK$9,784 million (31 December 2017: HK$5,885 million).

Taking into account the un-utilized facilities from various financial institutions and large portion of un-issued
limit of the above-mentioned note programmes, we believe our operating cash flow is adequate and sufficient
to finance our recurring working capital requirements and to meet any investment opportunities that may arise
in the near future.

The Group monitors its capital structure from time to time to ensure the compliance of the capital requirements
under the Securities and Futures (Financial Resources) Rules (Cap. 571N) for its licensed subsidiaries and to
support the development of new business. All licensed corporations within the Group have complied with their
respective liquid capital requirements during the period and up to the date of this report.

Save as disclosed above, there were no other equity or debt instruments issued by the Group for the six months
ended 30 June 2018.

Material Acquisitions, Disposals and Significant Investments

For the six months ended 30 June 2018, the Group had not made any material acquisitions and disposal of
subsidiaries and associated companies. As at 30 June 2018, the Group did not hold any significant investments.

30 Guotai Junan International Holdings Limited | 2018 Interim Report



Management Discussion and Analysis

Charges on the Group's Assets

No asset of the Group was subject to any charge as of 30 June 2018 and 31 December 2017.

Operating Lease Commitments, Capital Commitments and Other Commitments

Details of operating lease commitments, capital commitments and other commitments of the Group are set
out in note 27 to the Interim Financial Information.

OUTLOOK AND FUTURE PLANS
Core Competitiveness of the Group

Prominent brand advantages and excellent risk management capabilities. Guotai Junan Securities Co.,
Ltd., our parent company, is currently one of the top brokerage firms in China and enjoys high reputation and
recognition among the domestic financial market and clients. The Company is one of the earliest mainland
brokers tapping into Hong Kong. In recent years, based on its rapid development, the Company has continuously
developed innovative services and products, in the meantime putting efforts in enhancing comprehensive risk
management capabilities. In the past two years, the Group has been granted a number of awards such as
“Securities Company of the Year”, "Excellence Award” in the categories of “Risk Management” and “Securities
House of the Year” by renowned magazines such as Bloomberg Businessweek and Asia Risk.

Leading credit ratings and outstanding advantages in funding cost. The Group has been assigned "Baa2”
and “BBB+" credit rating by Moody's Investor Service and Standard & Poor’'s Global Ratings respectively,
achieving the top ratings among the Chinese financial institutions in Hong Kong. As the Group continuously
explored new financing channels with its high credit ratings, its funding cost was favourable than the average
level of the industry, benefiting the profitability of diversified products and services and paving a solid path
for the success of wealth management business.

Comprehensive business lines with excellent professional teams. In recent years, the Group has successfully
transformed from a traditional brokerage firm to a financial services company by providing comprehensive
quality products and services. We engaged in five core businesses, including (i) brokerage; (ii) corporate finance;
(i) loans and financing; (iv) asset management; (v) financial products, market making and investments. With rapid
development of Chinese financial institutions in Hong Kong, a large number of high-caliber financial talents from
worldwide have been attracted to those institutions. Currently, the talents of the Group are further specialised,
diversified and globalised with extensive experience in serving domestic and global financial market. As of the
end of June 2018, over 41% of the Company’s employees held a master degree or higher. The Company has
maintained its leading position in the financial market on its service capability and coverage, supported by our
excellent professional staff with international experience and expertise.

Strong and solid customer base with high-end customers growing rapidly. Rooted in Hong Kong over two
decades and leveraging on its quality products, as well as strong brand advantages, the Company has laid a
solid foundation in serving high-end clients, including a range of large domestic and foreign corporations, fast
growing companies, professional financial institutional clients and ever-increasing high net worth individuals.
The Company is well recognised for devoting to offering products and services tailor-made for various client
needs. The maturity of global financial market is conducive to expansion of the industry and the Company’s
business in long run, and investors will increase their demands in high quality products and services constantly,
which will in turn increase the number of high-end clients steadily as expected.
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Management Discussion and Analysis

Business Outlook

In the second half of 2018, global capital market is expected to be affected by various factors such as Sino-US
trade disputes and the expectation of continuous US interest rate hikes, and Hong Kong's stock market will
also be expected to fluctuate in a certain degree. On the other hand, with the New Rules implemented by the
Stock Exchange in the first half of this year, it is expected that the number of “New Economy” companies and
bio-pharmaceutical enterprises in Hong Kong market will continue to increase in the second half of this year,
which will have a direct positive impact on the financial industry in Hong Kong. Meanwhile, with the steady
improvement of the quality of listed companies in general, investors prefer investing in companies with high
quality earnings growth, as well as stocks and bonds with good liquidity as expected. As trading in the Hong
Kong stock market will be more vigorous in medium and long term, positive influence on brokerage business
can be expected.

Under the US interest rate hike cycle, the RMB exchange rate may remain under pressure in the second half of
this year, likely resulting in strong demand for overseas assets allocation, overseas financing and credit business
from the mainland corporations, institutions and high-end individuals. With the gradual maturity of needs from
high net worth clients in terms of return on investment, product liquidity and risk management, the Group
believes that there are great opportunities for overseas wealth management products and services. Therefore,
in the second half of this year, the Group plans to expand the wealth management service team in order to
attract more high net worth clients and provide more competitive wealth management products and services
by leveraging its core edges, such as the cost advantage in funding, the accumulated quality customer base
and the internationalised professional team.

In addition to the “New Economy” companies to be listed in Hong Kong, the Group will exert its shrewd market
insight and rapid execution capability of its professional teams in providing solutions to corporate clients in
various market conditions. With the deepening of domestic deleveraging measures, credit and market risks may
still exist, and business opportunities such as mergers and acquisitions and asset restructuring may gradually
emerge accordingly. The Group will closely monitor the market changes and provide respective opinions and
services in a timely manner.

In addition, following the MSCI (Morgan Stanley Capital International) Index included A-shares, the intention
of overseas funds entering in the mainland market, the Chinese companies’ demands on overseas financing,
investment, mergers and acquisitions, as well as the construction of the Guangdong-Hong Kong-Macao Greater
Bay Area and the financing demand of the Belt and Road Initiative will bring us more opportunities.

Looking forward, the Company will continue to strengthen its risk management control and elevate the risk-
adjusted return on equity. Meanwhile, the Company will persist in “Strong and Quality” growth to reward the
ongoing support from our clients and investors with stable compound growth.

Employees And Remuneration Policies

Staff is an integral part of the success of the Company. Competitive remuneration packages are offered
to employees by reference to prevailing market rate and individual merits. As at 30 June 2018, we had 438
employees in total (excluding self-employed account executives). Salaries are reviewed on an annual basis
and discretionary bonus is paid on annual basis with reference to the Group's performance and individual
performance. Share options and Share awards have been granted to the directors and employees in recognition
and acknowledgement of their contributions made to or to be made to the Group. Other benefits offered by the
Group include mandatory provident fund scheme and medical and dental insurance. Details of the remuneration
are set out in note 5 of the Interim Financial Information.
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Management Discussion and Analysis

Risk Management

The Group believes that risk management capabilities are essential to its core competitiveness as a financial
services provider. Given our business diversification in recent years, the Group is exposed to growing types
of risk, including credit risk, market risk, concentration risk, liquidity risk, strategic risk, operational risk, legal
and compliance risk, reputational risk and unknown risk. The Company attaches an equally high degree of
importance to prevention, management and handling of risks in all aspects.

The Board has established and delegated the Risk Committee to oversee the overall risk framework and the
potential risks, review the Group's risk management strategies, and provide reports and suggestions to the
Board. The management-tier committees, such as the Asset Liability and Investment Committee ("ALCO")
and the Credit Committee, shall report to the Risk Committee on all potential material risks when identified,
changes and the respective risk mitigation actions taken to enhance the risk management process. The Risk
Committee holds meeting at least twice each year to review the effectiveness of the risk management structure
and policies and material risk issues. The management will, when necessary, report to the Board at any time
on the material risk matters which may affect the Group's performance.

Credit Risk

There is credit risk when the Group commits to, or enters into, an agreement with any borrower or counterparty.

The Group manages credit risk by conducting risk assessment on any borrower or counterparty, which may
include assessing their repayment sources, underlying collaterals, and the expected impact of current and future
economy on the borrower or counterparty.

The Risk Committee has designated ALCO to set the total loan and credit limits, whereas the Credit Committee
to oversee the equity margin financing business and the Risk Management Committee to provide independent
supervision of all credit risk metrics and limits.

The Risk Management Department is responsible for formulating credit risk policies, designing risk metrics,
setting key risk thresholds, approving material credit transactions, and performing independent risk monitoring
and limit management. The Risk Management Department analyses and monitors credit risk from different
perspectives, including the level of individual customers and the group level. The Group assesses the key credit
risk exposure under both normal and stress scenarios, and manages credit risk by establishing and monitoring
loan exposure/credit limits and internal credit ratings.

Should borrowers and counterparties fail to fulfill their obligations, the Group would take immediate action
to eliminate losses. Detailed procedures for recovery of losses are set forth in each business department’s
operational manual. Where losses are unlikely to be recovered and provisions for impairment of expected losses
are required pursuant to relevant accounting standards, such provisions for impairment would be set out in the
financial statements of the Group.
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Management Discussion and Analysis

Market Risk

The Group is exposed to market risk, which refers to the risk on the changes of fair value or future cash flows
of a financial instrument due to market price fluctuations. Market risk is originated from open positions in
interest rate, currency and equity products, all of which are exposed to the volatility of general and specific
market movements such as interest rates, foreign exchange rates and equity prices.

In response to this risk, the ALCO shall give recommendations on the risk appetite and tolerance to the Risk
Committee, and oversee the balance sheet management and investment. The Risk Management Department
is responsible for day-to-day identification, measurement, monitoring, control the overall market risk, and
report back to the Risk Committee on a regular basis. The Group has established policies and procedures for
monitoring and controlling the pricing risk which is originated from the ordinary and usual course of business.
Stress tests are conducted on a regular and case by case basis.

Operational Risk

Operational risk refers to losses resulting from inadequate or ineffective internal processes, personnels and
systems, or from other events. Since operational risk is embodied in every activities within the Group, the Group
relies on all employees to create an effective internal control environment and manage operational risk within
their respective roles. Operational risk must be managed by all employees as part of our day-to-day activities.

The Risk Management Committee is the primary body to oversee the corporate operational risk, while the
operational risk working group (“OPWG") is responsible for all operational risk issues. At the corporate level,
OPWG serves as a cross-departmental team for identification, assessment, monitoring, controlling and reporting
of operational risk. The Risk Management Department reports to the Risk Committee on key findings, including
those from OPWG.

Liquidity Risk

The Group considers that liquidity risk is originated from the Company’s inability to meet contractual or
contingent financial obligations when they fall due. Such risk also involves all operations and activities. Hence,
ALCO is designated to oversee liquidity risk and the Risk Management Department, Finance Department and
Treasury Department are designated to perform daily monitoring and control of liquidity position.

The primary objective of risk management is to ensure that the Group can meet all contractual and contingent
financial obligations. The Group has asset and liability management measures in place in managing its liquidity
through its diversified sources of funding (both short-term and long-term), such as bank loans, perpetual
securities issuance, rights issue, placement, and medium term note program, etc. The Group's licensed
subsidiaries are subject to specific statutory liquidity requirements as prescribed in the Securities and Futures
(Financial Resources) Rules (Cap.571N of the Laws of Hong Kong). The Group has put in place a monitoring
system to ensure that it maintains sufficient liquidity to fund its financial obligations. As a safeguard measure,
the Group has also maintained stand-by banking facilities to meet any emergent operational needs.
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Management Discussion and Analysis

Legal and Compliance Risks

Legal risk includes the financial and reputational impacts on the Company which is originated from (1) defective
contracts, documents or deal structures which may lead to contractual or legal claims against the Group; (2)
the inability or failure to manage litigation or other dispute proceedings effectively; and (3) legal consequences
of compliance risk. This risk can also be caused by change of laws.

Compliance risk refers to the risk of impairment of our integrity. It is originated from failure to comply with
our values and compliance risk-related laws, regulations and standards relating to specific financial services
provided by the business units, which may damage our reputation and lead to legal or regulatory sanctions
and/or financial losses.

The Group manages legal and compliance risks through a comprehensive set of control systems and procedures
to deal with external and internal risks. Business and operational departments are responsible for proactive
identification and management of legal and compliance risks within the Group. Legal Department and
Compliance Department are responsible for setting policies and procedures for the Company and providing
independent supervision on and guidance to business departments. The Risk Committee is the primary body to
oversee the legal and compliance risks, while Legal Department and Compliance Departments prepare reports
on key risks regularly for the Risk Committee’s and the Board's review.

Concentration Risk

Concentrations can arise with respect to specific exposures, industries, countries, geographic regions, products,
asset classes, and any other category that within the Group's definition of concentration risk (such as tenor,
currency, funding source, market infrastructure or issuer). The Group has multiple business lines including
brokerage, margin financing, financial products, corporate finance, asset management, and sales and trading.

The Risk Management Department monitors the key and relevant concentration risk regularly and reports the
material ones to the Risk Committee. Risk appetite and tolerance are set for relevant and material concentrations
and concentration risk is identified, measured, monitored and controlled continuously and effectively.

Strategic Risk

Strategic risk refers to factors which may affect the development direction, corporate culture, competitiveness or
corporate efficiency of an enterprise as a whole. Such risk is embedded in every operating unit while other key
types of risk may also affect strategic risk. We manage strategic risk by the following principles: (1) proactively
consider strategic risk during the strategic planning process; (2) set strategies within the context of our overall
risk appetite; and (3) monitor the performance of our strategic plan and analyse the yearly progress.

Our strategic plan, capital plan, financial operating plan and risk appetite are reviewed and approved annually

by the Board. Major strategic actions, such as capital activities, material acquisitions and disposals must be
reviewed and approved by the Executive Committee (which comprises the executive Directors) and the Board.
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Reputational Risk

Reputational risk refers to negative public opinions or comments in relation to the Company's operations,
management and other behaviors or external events, which cause/may cause damage of, and adverse impact
on, the Company’s reputation and brand image ultimately.

The Group will continue to proactively optimize its policies, systems and process of reputational risk management
by adhering to the principles of comprehensiveness, transparency, prospective and effectiveness. By inclusion of
reputational risk management into its comprehensive risk management system, the Company ensures preventive
approach and contingency plan of reputational risk are in place. The Company applies accurate identification,
prudent assessment, dynamic monitoring, promptly response and total control on reputational risk in terms
of management and operations, with an aim to prevent any incidents that may affect the reputation of the
Company.

Unknown Risk

Unknown risk refers to a situation where we are unable to identify or not even aware of certain risks which
we are exposed to. Such risks are generally referred to as “unknown unknowns” and the Company requires to
continuously review and examine its risk identification and assessment ability, and cultivate a robust risk culture
(i.e. managing risk is everyone's duties) and encourage discussions and recommendations on risk management.
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Other Information

Interim Dividend

The Board has declared an interim dividend of HK$0.033 per Share for the six months ended 30 June 2018 (the
“Interim Dividend") to the shareholders whose names appear on the register of members of the Company on
7 September 2018. The Interim Dividend will be payable on 26 September 2018.

Closure of Register of Members

The register of members of the Company will be closed from Thursday, 6 September 2018 to Friday, 7 September
2018 (both days inclusive) for ascertaining shareholders’ entitlement to the Interim Dividend, during which period
no transfer of Shares will be registered. In order to qualify for the Interim Dividend, all duly completed transfer
documents, accompanied by the relevant Share certificates, must be lodged with the Company’s Hong Kong
Share Registrar, Computershare Hong Kong Investor Services Limited, at Shops 1712-1716, 17th Floor, Hopewell
Centre, No.183 Queen'’s Road East, Wanchai, Hong Kong, for registration no later than 4:30 p.m. on Wednesday,
5 September 2018.

Directors’ and Chief Executives’ Interests in the Shares and Underlying Shares of
the Company or Any Associated Corporations

As at 30 June 2018, the interests and short positions of the directors of the Company (the “Director(s)”) and
chief executives of the Company in the Shares, underlying shares and debentures of the Company or any of
its associated corporations (within the meaning of Part XV of the Securities and Futures Ordinance (Cap. 571)
("SFO")) which have been notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO, or which were recorded in the register required to be kept pursuant to Section 352 of the SFO
or as otherwise notified to the Company and the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the "Model Code”) set out in Appendix 10 to the Rules Governing
the Listing of Securities on the Stock Exchange (the “Listing Rules”) were as follows:

Long position in the Shares and underlying shares of the Company

Number of

underlying

shares in
Number of relation Percentage
Number of awarded to share of Shares in
Name of Director Capacity Shares SharesNote " options Total issue(Note 2
YIM Fung Personal interest 64,979,955 3,638,000 800,000 69,417,955 0.90
WONG Tung Ching  Personal interest 8,598,564 3,811,000 800,000 13,209,564 0.17
Ql Haiying Personal interest 1,612,000 2,962,000 9,800,000 14,374,000 0.19
LI Guangjie Personal interest 7,351,970 2,131,000 800,000 10,282,970 0.13
FU Tingmei Personal interest 1,512,096 — — 1,512,096 0.02
SONG Ming Personal interest 1,512,096 — — 1,512,096 0.02
TSANG Yiu Keung Personal interest 1,512,096 — — 1,512,096 0.02
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Notes:

1. The awarded Shares were unvested and held by the trustee of the Share Award Scheme. Details are set out in paragraph
headed “Share Award Scheme” under this section and note 25 to the Interim Financial Information.

2. The percentage was calculated based on 7,715,373,090 Shares in issue on 30 June 2018.

Save as disclosed above, as at 30 June 2018, none of the Directors or chief executives of the Company had any
interests or short positions in Shares, underlying shares or debentures of the Company or any of its associated
corporations which would have to be notified to the Company and the Stock Exchange pursuant to Divisions
7 and 8 of Part XV of the SFO or which were required, pursuant to Section 352 of the SFO, to be recorded
in the register referred to therein or which were required, pursuant to the Model Code, to be notified to the
Company and the Stock Exchange.

Share-based Compensation Scheme

The Company operates two equity-settled share-based compensation schemes including a share option scheme
(the “Share Option Scheme”) and a share award scheme (the “Share Award Scheme”). Details of which are set
out in the paragraphs below.

Share Option Scheme

The Company adopted the Share Option Scheme on 19 June 2010. The purpose of the Share Option Scheme
is to provide the people working for the interests of the Group with an opportunity to obtain equity interest
in the Company, thus linking their interests with the interests of the Group and thereby providing them with
an incentive to work better for the interests of the Group.

The participants of the Share Option Scheme are the directors (whether executive or non-executive and whether
independent or not) and employees of the Group who, in the absolute opinion of the Board, have contributed
to the Company or the Group.

The total number of Shares that may be issued upon exercise of all share options granted and to be granted
must not in aggregate exceed 10% of the Shares in issue at the date of adoption of the Share Option Scheme
(i.e. 164,000,000 Shares). As at the date of this interim report, the total number of Shares available for issue
(including share options lapsed) under the Share Option Scheme was 13,383,393, representing approximately
0.17% of the Shares in issue.

The maximum number of Shares issued and to be issued upon exercise of share options granted and to be
granted (including both exercised, cancelled and outstanding options) pursuant to the Share Option Scheme
and any other share option schemes to: (A) each participant in the 12-month period up to and including
the date of grant, shall not exceed 1% of the total number of Shares in issue; and (B) a participant who is a
substantial shareholder or an independent non-executive Director, or any of their respective associates in the
12-month period up to and including the date of grant (i) representing in aggregate shall not exceed 0.1%
of the total number of Shares in issue; and (ii) having an aggregate value, based on the closing price of the
Shares as stated in the Stock Exchange's daily quotations sheet on the date of each grant, shall not in excess
of HK$5,000,000. Any further grant of share options in excess of the above limits is subject to shareholders’
approval in general meeting.
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The exercise period of share option granted under the Share Option Scheme is determined by the Board at
its absolute discretion, and shall expire no later than the 10th anniversary of date on which the share option
is granted.

There is neither any minimum period for which a share option must be held, nor any performance target which
required to be achieved before the share option can be exercised unless otherwise determined by the Board
and specified at the time of the offer.

The consideration for the acceptance of the grant shall be remitted in favour of the Company within 28 days
from the date of offer or other period as may be determined by the Board.

The exercise price of share options is determined by the Board in its absolute discretion, and shall be at least
the higher of (i) the closing price of the Shares as stated in the daily quotations sheet issued by the Stock
Exchange on the date of offer; and (ii) the average closing price of the Shares as stated in the daily quotations
sheets issued by the Stock Exchange for the five consecutive days on which Shares are traded on the Stock
Exchange immediately preceding the date of offer.

The Share Option Scheme shall be valid and effective for a period of 10 years from the date of adoption (i.e.
18 June 2020) unless otherwise terminated in accordance with the terms stipulated therein.

Movements of the share options under the Share Option Scheme for the six months ended 30 June 2018 are
set out as follows:

Number of share options

At Granted  Exercised  Cancelled Lapsed At Exercise
Name of 1 January during the  during the  during the  during the 30 June price Date of
participants 2018 period period period period 2018 (HKS) grant™e 2 Exercise period™ot 2
Directors
YIM Fung 800,000 — - - - 800,000 2440 13/07/2017  13/07/2018-12/07/2027
WONG Tung Ching 800,000 — — — — 800,000 2440 13/07/2017  13/07/2018-12/07/2027
Ql Haiying 9,000,000 Mot — — — — 9,000,000 4.854 Mt 11/06/2015  11/06/2016-10/06/2025
800,000 — — — — 800,000 2440 13/07/2017  13/07/2018-12/07/2027
LI Guangjie 800,000 — — — — 800,000 2440 13/07/2017  13/07/2018-12/07/2027
12,200,000 — — — — 12,200,000
Employees 6920960 Mot — (3024792 — — 3,896,768 0.827 Wl 24/04/2012  10/06/2012-09/06/2021
(in aggregate) 40,465,948 Mot — (6668413 - — 33797535 1.264 Mot 10/01/2014  10/01/2015-09/01/2024
4,500,000 Mete — — —  (4,500,000) — 4.854 Mot 11/06/2015  11/06/2016-10/06/2025
6,800,000 — — — (400,000) 6,400,000 2440 13/07/2017  13/07/2018-12/07/2027
58,686,908 —  (9,692,605) —  (4,900,000) 44,094,303
Total 70,886,908 —  (9,692,605) —  (4900,000) 56,294,303

Details of the weighted average closing price of the Shares immediately before the dates on which the share
options were exercised during the period are set out in note 24 of the Interim Financial Information.
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Notes:

1. The number of outstanding share options and the exercise price may be subject to adjustment in case of reorganization
of the capital structure of the Company. Pursuant to the announcements dated 29 September 2014 and 9 July 2015,
the Company adjusted respectively the number of outstanding share options and the exercise price with reference to
the terms of the Share Option Scheme and the supplementary guidance attached to the letter of the Stock Exchange
relating to share option scheme dated 5 September 2005.

2. In respect of the share options granted on 24 April 2012, one-third of the share options shall be vested evenly on
10 June 2012, 10 June 2013 and 10 June 2014 and exercisable until 9 June 2021.

In respect of the share options granted on 10 January 2014, one-third of the share options shall be vested evenly on
10 January 2015, 10 January 2016 and 10 January 2017 and exercisable until 9 January 2024.

In respect of the share options granted on 11 June 2015, one-third of the share options shall be vested evenly on
11 June 2016, 11 June 2017 and 11 June 2018 and exercisable until 10 June 2025.

In respect of the share options granted on 13 July 2017, one-third of the share options shall be vested evenly on 13 July
2018, 13 July 2019 and 13 July 2020 and exercisable until 12 July 2027.

Share Award Scheme

The Company adopted the Share Award Scheme on 27 October 2011 (as amended on 30 October 2014 and
25 November 2015 subsequently) and shall be valid until 26 October 2021 unless otherwise terminated by
the Board.

The purposes of the Share Award Scheme are (i) to recognize the contributions by certain employees and
directors of any member of the Group and to give incentives thereto in order to retain them for the continuing
operation and development of the Group; and (ii) to attract suitable personnel for further development of the
Group.

The maximum number of Shares which can be awarded under the Share Award Scheme is 10% of the Shares
in issue as at the adoption date (i.e. 164,000,000 Shares), and the maximum number of the Shares which may
be awarded to a grantee in the 12-month period up to and including the date of award shall not in aggregate
exceed 1% of the Shares in issue on the adoption date (i.e. 16,400,000 Shares).

When a grantee has satisfied all vesting conditions, which might include performance, operating and financial
targets and other criteria, determined by the Board at the time of making the award and become entitled to
the Shares forming the subject of the award, the trustee shall then transfer respective awarded Shares to that
employee or director at no cost.

No payment to purchase Shares shall be made, and no instruction to acquire Shares shall be given, to the
trustee of the Share Award Scheme where any Director is in possession of inside information in relation to the
Company or where dealing in securities by Directors are prohibited under any codes or rules and applicable
laws from time to time.
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Before the Shares are transferred to the grantee, the voting rights and powers of any Shares held by the trust
shall be exercised by the trustee who shall abstain from voting.

As of 30 June 2018, the Company had awarded in aggregate of 126,619,000 Shares since 27 October 2011,
representing 77.2% of the limit of the Share Award Scheme.

During the period, 34,804,000 Shares were awarded and 1,831,000 Shares were lapsed and 447,000 Shares were
vested. As at 30 June 2018, 56,619,000 Shares were unvested. Details of the Share Award Scheme are set out
in notes 25 and 26 to the Interim Financial Information.

Save as disclosed above, for the six months ended 30 June 2018, none of the Company or any of its subsidiaries
was a party to any arrangement to enable Directors to acquire benefits by means of acquisition of Shares in, or
debt securities (including debentures) of, the Company or its associated corporations and none of the Directors,
their spouses or children under the age of 18 had any rights to subscribe for equity or debt securities of the
Company or its associated corporations, or had exercised any such rights.

Substantial Shareholders’ Interests and Short Positions in Shares and Underlying
Shares

So far as is known to any Director or chief executives of the Company, as at 30 June 2018, the following persons
(not being a Director) who had interests or short positions in the Shares or underlying shares of the Company
which had been disclosed to the Company under the provisions of Division 2 and 3 of Part XV of the SFO, or
which were recorded in the register required to be kept by the Company under Section 336 of the SFO were

as follows:
Number of Percentage of
Shares Shares in
Name of shareholders Capacity (Long positions) issugNote 2
Guotai Junan Holdings Limited Beneficial owner 4,706,091,800 61.00
Guotai Junan Financial Holdings Limited™ete ) Interested in controlled corporation 4,706,091,800 61.00
Guotai Junan Securities Co., Ltd.Mote ) Interested in controlled corporation 4,706,091,800 61.00
Notes:
1. Guotai Junan Holdings Limited is a wholly-owned subsidiary of Guotai Junan Financial Holdings Limited, which in turn

is a wholly-owned subsidiary of Guotai Junan Securities Co., Ltd and accordingly, Guotai Junan Financial Holdings
Limited and Guotai Junan Securities Co., Ltd. are deemed to be interested in these 4,706,091,800 Shares.

2. The percentage was calculated based on 7,715,373,090 Shares in issue on 30 June 2018.
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Save as disclosed above, as at 30 June 2018, the Company has not been notified by any persons (other than
Directors or chief executives of the Company) who had interests or short positions in the Shares or underlying
shares of the Company under the provisions of Division 2 and 3 of Part XV of the SFO, or which were recorded
in the register required to be kept by the Company under Section 336 of the SFO.

Disclosure Pursuant to Rule 13.21 of the Listing Rules

On 21 August 2017, the Company (as guarantor) and Guotai Junan (Hong Kong) Limited, a wholly-owned
subsidiary of the Company (as borrower), entered into a facility agreement with a group of financial institutions
(as lenders) (the “Lenders”) in respect of a HK$/US$ dual currency revolving loan facility in an aggregate amount
equal to HK$8,000 million (the “Loan”) for a term of 3 years (the “Facility Agreement”). Under the Facility
Agreement, it will be an event of default if Guotai Junan Securities Co., Ltd., the controlling shareholder of the
Company, is not, or ceases (directly or indirectly) to be the single largest legal and beneficial holder of Shares
or does not, or cease to, control the Company. In case of an event of default occurred, the Lenders may, by
notice to borrower: (i) cancel all or part of the Loan; and/or (ii) declare all or part of the Loan, together with
accrued interest, and all other amounts accrued or outstanding under the Facility Agreement be immediately
due and payable; and/or (iii) declare that all or part of the Loan become payable on demand.

Compliance with the Corporate Governance Code

The Company has adopted all principles and code provisions set out in the Corporate Governance Code
contained in Appendix 14 to the Listing Rules (the “Corporate Governance Code”) as its own code of corporate
governance. Save as disclosed below, the Company has complied with all code provisions as set out in the
Corporate Governance Code throughout the period from 1 January 2018 to 30 June 2018.

Code provision A.2.1 stipulates that the roles of chairman and chief executive officer should be separate and
should not be performed by the same individual, whereas the roles of chairman and chief executive officer of
the Company are performed by Dr. YIM Fung. The Directors believe that Dr. YIM can provide with strong and
consistent leadership in the development and execution of the Group’s business strategies which is beneficial
to the Group.
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Compliance with the Model Code

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers (the “Model
Code”) set out in the Appendix 10 of the Listing Rules regarding securities transactions by its Directors. On
specific enquiries made by the Company, all Directors confirmed that they have fully complied with the required
standard set out in the Model Code throughout the period from 1 January 2018 to 30 June 2018.

Purchase, Sale or Redemption of the Company’s Securities

On 24 May 2018, the Company had accepted all the subordinate perpetual securities (the “Securities”) valid
tenders for purchase of an aggregate principal amount of US$255,000,000, the price payable per US$1,000
principal amount of the Securities equals to US$1,000 together with accrued distribution payments. As at the
date of this report, an aggregate principal amount of US$45,000,000 of the Securities is outstanding.

Neither the Company nor any of its subsidiaries had purchased, sold or redeemed any of the Company’s listed
securities during the six months ended 30 June 2018 other than acting as an agent for the trustee of the
Company’s Share Award Scheme.

Change of Information of Directors

Dr. YIM Fung was appointed as a member of HKTDC Mainland Business Advisory Committee and a deputy
director of International Strategic Committee of Securities Association of China on 1 April 2018 and 4 April
2018 respectively.

Professor CHAN Ka Keung Ceajer was appointed as an independent non-executive director of the Company
on 22 August 2018.

Save as disclosed above, there is no other information required to be disclosed pursuant to Rule 13.51B(1) of
the Listing Rules.

Remuneration Committee

The Remuneration Committee was established on 19 June 2010 and currently comprises three independent
non-executive Directors, namely Dr. Fu Tingmei (Chairman), Dr. Song Ming and Mr. Tsang Yiu Keung; and one
non-executive Director, namely Dr. XIE Lebin. The primary responsibilities of Remuneration Committee are,
among other things, setting remuneration policy of the Group and making recommendation to the Board on
remuneration packages of all Directors and senior management.
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Audit Committee

The Audit Committee was established on 19 June 2010 and currently comprises three independent non-
executive Directors, namely Mr. Tsang Yiu Keung (Chairman), Dr. Song Ming and Dr. Fu Tingmei. The chairman
of Audit Committee has professional accounting qualification.

The Audit Committee has reviewed with the management the accounting principles and practices adopted by
the Group and discussed internal controls and financial reporting matters including review of the unaudited
consolidated interim financial information for the six months ended 30 June 2018 and this interim report. The
Group's external auditor has carried out a review of the interim financial information in accordance with the
Hong Kong Standard on Review Engagements 2410 “Review of Interim Financial Information Performed by the
Independent Auditor of the Entity” issued by the Hong Kong Institute of Certified Public Accountants.

Nomination Committee

The Nomination Committee was established on 19 June 2010 and currently comprises two independent non-
executive Directors, namely Dr. SONG Ming (Chairman) and Mr. TSANG Yiu Keung; and one executive Director,
namely Dr. YIM Fung. The primary responsibilities of Nomination Committee are, amongst other things, to make
recommendations to the Board on appointment of Directors and its succession planning.

Risk Committee

The Risk Committee was established on 17 June 2016 and currently comprises two executive Directors, namely
Dr. YIM Fung (Chairman) and Ms. QI Haiying; one non-executive Director, namely Mr. LIU Yiyong; and three
independent non-executive Directors, namely Dr. Fu Tingmei, Dr. Song Ming and Mr. Tsang Yiu Keung. The
primary responsibilities of Risk Committee are, among other things, to supervise and manage the overall risk
appetite and tolerance and risk management framework of the Group.

By order of the Board
YIM Fung
Chairman

Hong Kong, 22 August 2018
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Report on Review of Interim Financial Information
FHMERERERES

Ernst & Young

22/F, CITIC Tower

1 Tim Mei Avenue
Central, Hong Kong

EY:

TO THE BOARD OF DIRECTORS OF
GUOTAI JUNAN INTERNATIONAL HOLDINGS LIMITED
(Incorporated in Hong Kong with limited liability)

Introduction

We have reviewed the interim financial information set out on pages
48 to 116, which comprises the condensed consolidated statement
of financial position of Guotai Junan International Holdings Limited
(the "Company”) and its subsidiaries (together, the “Group”) as at
30 June 2018 and the related condensed consolidated statement
of profit or loss and other comprehensive income, the condensed
consolidated statement of changes in equity and the condensed
consolidated statement of cash flows for the six-month period
then ended, and other explanatory notes. The Main Board Listing
Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited require the preparation of a report on interim
financial information to be in compliance with the relevant provisions
thereof and Hong Kong Accounting Standard 34 “Interim Financial
Reporting” ("HKAS 34") issued by the Hong Kong Institute of
Certified Public Accountants.

The directors of the Company are responsible for the preparation
and presentation of this interim financial information in accordance
with HKAS 34. Our responsibility is to express a conclusion on
this interim financial information based on our review. Our report
is made solely to you, as a body, in accordance with our agreed
terms of engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.
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Report on Review of Interim Financial Information

Scope of Review

We conducted our review in accordance with Hong Kong Standard on
Review Engagements 2410 “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity” issued by the
Hong Kong Institute of Certified Public Accountants. A review of
interim financial information consists of making inquiries, primarily
of persons responsible for financial and accounting matters, and
applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance
with Hong Kong Standards on Auditing and consequently does not
enable us to obtain assurance that we would become aware of all
significant matters that might be identified in an audit. Accordingly,
we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes
us to believe that the interim financial information is not prepared,
in all material respects, in accordance with HKAS 34.

Certified Public Accountants
Hong Kong

22 August 2018
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Gondensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

o = 0 o~
THGESEERAMZAKER
For the six months ended
30 June
gEXNA=1+HLLXHEAR
2018 2017
—E—)\FE —E—+F
Unaudited Unaudited
FEER REEHE %
Notes HK$'000 HK$'000
ihg=3 THET FET
Revenue WA 4 1,678,215 1,559,958
Other income H bl A 1,100 1,149
Revenue and other income WA R E U A 1,679,315 1,561,107
Staff costs 8 T A 5 (286,315) (338,102)
Commission to account executives BEXEAE (40,510) (27,832)
Depreciation e (18,363) (19,674)
Other operating expenses HE &R (368,796) (141,701
Operating profit el 965,331 1,033,798
Finance costs & B AR 6 (328,345) (162,568)
Profit before tax Rk 75 AT g K 7 636,986 871,230
Income tax expense FrisfMx 8 (95,295) (145,178)
Profit for the period HRiaF 541,691 726,052
Other comprehensive income HAaEtZEKE -
for the period, net of tax HMEBRE
- Exchange difference on — HNEEE K, = 58
translation of foreign exchange 713 (1,140)
Total comprehensive income HrazEmlads
for the period 542,404 724,912
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income
HHESRaERAMZERE R

For the six months ended

30 June
BEXA=+HILEXREAR
2018 2017
—E—N\F —T—F
Unaudited Unaudited
REEZ REEZ
Notes HK$'000 HK$'000
M 5 FTHT F#& T
Profit for the period attributable to: FE{tHiA BT :
Owners of the parent BARERA 550,720 725,952
- Holders of ordinary shares - EBEBREEA 506,841 673,507
— Holders of other equity -HEMmBERITAFAA
instrument 43,879 52,445
Non-controlling interests IE 15 B B 2= (9,029) 100
541,691 726,052
Total comprehensive income for BHAAZERSEE:
the period attributable to:
Owners of the parent BARHEEA 551,433 724,812
- Holders of ordinary shares - EBEBRFEEA 507,554 672,367
— Holders of other equity - HEMERIAFAA
instrument 43,879 52,445
Non-controlling interests IEVERE S (9,029) 100
542,404 724,912
Earnings per share attributable BATIRERBRELSR
to ordinary equity holders 2%
of the parent
— Basic (in HK cents) — EAR(ABAED 10(a) 6.73 9.74
— Diluted (in HK cents) — B (LABILED 10(b) 6.71 9.67
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AR SMBERAR

As at As at
30 June 31 December
2018 2017
RZE—N\E RZZTE—LF
ANB=+B +=-A=+-—H
Unaudited Audited
REER 4 %
Notes HK$'000 HK$'000
o= THET FH&T
Non-current assets ERBHEE
Property, plant and equipment M - BB NEE 464,074 480,006
Intangible assets EREEE 2,823 2,823
Deferred tax assets IRAEFRIE & E 79,682 50,745
Other assets HipEE 5,759 13,174
Loans and advances to customers BTFTREFPFHERRBR 11 2,338,820 29918
Total non-current assets ¥ lmﬁlﬁgﬁﬁ 7777777777777777777777777777777777777 2,891,158 576,666
Current assets aﬁﬂ?g
Loans and advances to customers BTIEFEHMER MR 1 10,637,844 15,553,655
Receivable from reverse repurchase &ﬁ@ﬁﬁ%’zm : IR IR
agreements 16 2,755,803 1,513,177
Accounts receivable JE W F A 13 5,639,792 4,347,402
Prepayments, deposits and other AR FIE - e R EMERKIEA
receivables 422,424 120,252
Financial assets at fair value through RAFEAAEGNEREE
profit or loss 14 41,618,544 37,170,762
- Financial assets held for trading and - RBEFEBEREENESRIEE
investments 11,421,618 8,924,271
— Financial products - 2R ER 30,196,926 28,246,491
Derivative financial instruments TEemMIA 15 62,066 110 461
Tax recoverable AJ Y 3 75 18 6,786 7,495
Client trust bank balances EFEEARITES 15,209,739 12,348,012
Cash and cash equivalents ﬁ%&iﬁ%ifjﬁf% 2,467,498 2,212,502
Total current assets  wRBwR=Ees 000000000 78,820,496 73,383,718
Current liabilities mERE
Accounts payable JFE {5k 18 17 (19,478,477) (16,952,250)
Other payables and accrued liabilities EfhEAHRBERETAE (191,445) (473,094)
Derivative financial instruments TESBMT A 15 (15,388) (27,722)
Bank borrowings SRITER 18 (9,763,433) (13,781,721)
Debt securities in issue BEBITERE S 19 (24,266,846) (16,363,891)
— At amortised cost — R (9,783,925) (5,885,015)
— Designated at fair value - BERDFEFAESR
through profit or loss (14,482,921) (10,478,876)
Financial liabilities at fair value through RAF{EFAEBZNEMAE
profit or loss 20 (8,383,716) (9,008,776)
Obligations under repurchase Bl i 17 =% 7Y B 18
agreements 21 (7,912,196) (6,244,957)
Tax payable & B 1E (211,095) (94,899)
Total__curre_r_\t Iiabi_l_ities e :ﬁiﬁﬁﬁ 77777777777777777777777777777777777777777 (70,222,596) | ( 62947310)
Net current assets  ABhwE®E 0000 8,597,900 10,436,408
Total assets less current liabilities SEREREHAR 11,489,058 11,013,074
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Condensed Consolidated Statement of Financial Position
HHRESMBERAR

As at As at

30 June 31 December
2018 2017
RZE—N\FE R-ZT—+tF
~NA=+HB +=-—A=+—H

Unaudited Audited
REE 4’ %
Notes HK$'000 HK$'000
o= THET FET
Non-current liabilities ERDAR
Deferred tax liabilities EEREAE (28,975) (21,648)
(28,975) (21,648)
Net assets EEFE 11,460,083 10,991,426
Equity B
Share capital % < 23 8,125,489 6,118,060
Other reserve HEhEE (1,236,460) (1,236,460)
Currency translation reserve EHRmEEE (236) (949)
Share-based compensation reserve U HhAERBERE 84,178 64,973
— Share option reserve - Bl ERE 24 34,316 40,769
— Share award reserve - R iEE G 25 49,862 24,204
Shares held under the share award ERDERTEFENRG
scheme 26 (202,619) (181,281)
Retained profits IR B8 4 A 4,009,921 3,843,743
Equity attributable to holders of TR AR A R
the ordinary shares 10,780,273 8,608,086
Equity attributable to holders of HitEam TEFAARIEER
other equity instrument 22 350,788 2,346,794
Equity attributable to owners of BRAEAARMGEER
the parent 11,131,061 10,954,880
Non-controlling interests FE1E AR = 329,022 36,546
Total equity HEawnR 11,460,083 10,991,426
Dr. YIM Fung Mr. LI Guangjie
MigtEt ERKREE
Director Director
EZE EFE
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Condensed Consolidated Statement of Changes in Equity
BHESHGEH R

Equity attributable to owners of the parent

BARMAABGRE
Shares
held under
Currency ~ Share Share the share Other Non-
Share  Other translation ~ option ~ award ~ award  Retained equity controlling Total
capital  reserve reserve  reserve  reserve  scheme profits  instrument Total  interests equity
RN
AREE  REBE  RAZD  ROET itia
kE Rk i e il RERRR  REEW I #  FHREE  HBERE
HKS'000  HKS'000  HK$'000  HK$'000 HK$'000  HK$'000  HKS'000  HKS'000 HK$'000  HK$'000  HKS'000
TEn  TER TR  TER TR TER  TER TETL  TER TR TER
Unaudited ABER
Balance at 1 January 2018 R-Z-N\E-A-0
Gl 6,118,060 (1,236,460) (949) 40769 24204  (181,281) 3,843,743 2,346,794 10,954,880 36,546 10,991,426
Total comprehensive income  BAZEHELE
for the period - - 3 - - — 506,841 43879 551,433 (9,029) 542,404
Shares issued upon placement of EERHTHTH
shares M%) ez 1992,848 - - - - - - — 1992848 — 1,992,848
Capital contribution from LERRERTE
minority interests - - - - - - - - - 301,505 301,505
Recognition of equity-settled B LERF LR
share-based payments Moe9 BEMEHFFHD - - - 1677 26752 - - — 28409 - 28409
Purchase of shares held under ~ EER 3£ B:TEET
the share award scheme Mo BEHR{HHEL - - - - —  (23,588) - —  (23,588) —  (23,588)
Vesting of shares for the share R RE: HEE
award scheme Motes 5end 29 i {phiz2snad - - - - (1,09) 2,250 (1,182) = 26) = 26)
Shares issued upon exercise of BB EBTAEE
share options under the share  REME{TH)
option scheme a2 Fefytuez 14,581 - - (3651 - - - — 10,930 — 10930
Transfer of share option reserve  BREARMEZER
upon the forfeiture of EhE
share options - - - (4,479) - - 4479 - - - -
Perpetual securities distribution X EFH AR - - - - - - - (58,790)  (58,790) —  (58,790)
Perpetual securities redemption X B #EE - - - - - - — (1,981,095 (1,981,095) — (1,981,095)
Final dividend for 2017 M9 2-F-+EXH
et - - - - - —  (343960) —  (343,960) —  (343960)
Balance at 30 June 2018 RR-N\E/A=TH
ofetd 8,125,489 (1,236,460 (236) 34316 49862  (202,619) 4,009921 350,788 11,131,061 329,022 11,460,083
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Condensed Consolidated Statement of Changes in Equity

HHGRSERERXR
Equity attributable to owners of the parent
SAAERARLERS
Shares held
Currency Share under the Other Non-
Share Other  translation ~ option Share award share award ~ Retained equity controlling Total
capital  reserve reserve  reseve  reserve  scheme profits  instrument Total  interests equity
ki %8
gBAE BRE  ROgE  HEET Efolga

RE  EbEE i 1] BE #ENRG  REEN I3 & FERER  EHER
HKS000  HK$000  HKS000  HKS'000  HKS000  HKS000  HKS00O  HKS000  HKS000  HK$000  HKS'000
TEL  TEn TEr  TEn  TEn  TEr  TER TRT  TER TET  TER

Unaudited KAEH
Balance at 1 January 2017 R-E-LE-A-H
nEs 6,054,025 (1,236,460) 599 48266 40636 (214323) 3482455 2346685 10,521,883 11951 10,533,834
HKFRS 9 adjustment on REEAYARZEY
retained earnings FIRHREEA
g — - - - - - (26378]) - (23787) - (203787)
Total comprehensive income ~ EAZENELE
for the period - — (1,140) — - — 613507 52445 724812 100 724912
Capital contribution from LERRERTE
minority interests - - - - - - - - - 1,561 1,561
Recognition of equity-settled  BENERFENRA
share-based payments 7= BERKAZR = = = 3149 32781 = = - 9% - 9%
Purchase of shares held under the EERH ZEH2ET
share award scheme Mo 2 BENRpH = = = = = (29995) = —  (29995) —  (2999)
Vesting of shares for the share R 2838
award scheme Moo % BRI mess - - - - (6,301) 4,035 2,050 - (216) - (216)
Shares issued upon exercise of ~ BREFEETE
share options under the share ~ BREMEAH
option scheme a2 frfymez 46,680 = — (10,702) = = = = 35978 = 35978
Perpetual securities distribution X EEH AR - - - = = = = (52315 (523715 - [R3
Final dividend for 2016 Me? SR ZF-7E%H
frgme - - - - - — (31380 — 311,380 - (311,380)
Balance at 30 June 2017 RE-tERAZTA
nEs 6,100,705 (1,236,460) (o4 4073 61122 (240283) 3582845 2346755 10,660,856 13,612 10,674,468
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Condensed Consolidated Statement of Cash Flows
HRAGEHERER

For the six months ended

30 June
BEXA=+HILEXEA
2018 2017
ZE—-N\%F —E—LF
Unaudited Unaudited
KEE RISE R
Notes HK$'000 HK$'000
M THET FET
Net cash flows used in operating BEITDFRARSRERET
activities 28 (3,643,053) (743,126)
Cash flows from investing activities BREFBHERE
Purchases of property, plant and BEME BERZE
equipment (2,383) (11,541)
Net cash flows used in investing REEBAREREFE
activities (2,383) (11,541)
Cash flows from financing activities BMEFHHRERE
Dividend paid to shareholders SRS R AR B 9 (343,986) (311,596)
Capital contribution from minority LB RERTIE
interest holders 301,505 1,561
Proceeds from issuance of debt BITEBESFMERA
securities 22,835,494 6,384,056
Repayment of debt securities EEEEES (14,932,539) (3,902,593)
Net payment of bank loans RITERMNFHFE (4,018,288) (1,578,583)
Redemption of perpetual securities Eﬁ@iKzﬁ &5 22 (1,981,095) —
Perpetual securities distribution K 4B 7E 5 9k (58,790) (52,375)
Proceeds from shares issued upon lﬂﬁﬁﬂxf’ﬁﬂﬁ%ﬁﬂﬁfﬁ
placement of shares P15 K3 23 1,992,848 —
Net proceeds from the issuance of l%ﬂ%’é%fﬂiﬁﬁ 7R 1
shares upon exercise of share options  FT15 5 IE F 58 24 10,930 35,978
Purchase of shares held under BERGDZBEIIET
the share award scheme ESx =Nl 40 26 (23,588) (29,995)
Net cash flows from financing activities @& /& #H < 2 558 3,782,491 546,453
Net increase/(decrease) in cash and HE&RRE&EEH®N
cash equivalents (i D)BE 137,055 (208,214)
Cash and cash equivalents at HORekReEBYW(TEHE
beginning of period (excluding time  REHBEZRN =@ A KT H
deposits with original maturity more T3
than three month) 2,108,512 1,954,398
Effect of foreign exchange rate RGBT
changes, net 665 (1,140)
Effect of impairment allowance on ﬁfﬁﬁé‘ﬁ”&“ﬁﬁ%&ﬁ%%%%
cash and cash equivalents, net MERE (21) (11)
Cash and cash equivalents at HRAGLBREZEYD
end of period 2,246,211 1,745,033
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Condensed Consolidated Statement of Cash Flows
HHRESRERER

For the six months ended

30 June
BEXA=+HILEXRER
2018 2017
—E-N\E —T—tF
Unaudited Unaudited
REEZ RIGCE R
Notes HK$'000 HK$'000
M FTHET T T
Analysis of balances of cash and BeRASFRVNBRIH
cash equivalents
Cash and bank balances He MiRITEH 1,826,211 1,658,033
Non-pledged time deposits with Bl EREIBE TR =@ A K
original maturity of less than three RIEHE BF K
months when acquired 420,000 87,000
Cash and cash equivalents as stated ReRBEXMINZEE R
in the statement of cash flow HeEEY 2,246,211 1,745,033
Non-pledged time deposits with Bl Y s R B BA B B B = 8 A /Y
original maturity more than REHEHEFER
three months when acquired 221,287 16,000
Cash and cash equivalents as stated MBRAKRMIIZRE R
in the statement of financial position HeEEEY 2,467,498 1,761,033
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Notes to the Interim Financial Information
H A B 3 B R
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General Information

Guotai Junan International Holdings Limited (the "Company”)
was incorporated on 8 March 2010 in Hong Kong with limited
liability under the Hong Kong Companies Ordinance (the
"Companies Ordinance”) and its shares were listed on the Main
Board of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) on 8 July 2010. The registered office address of
the Company is 27th Floor, Low Block, Grand Millennium Plaza,
181 Queen’s Road Central, Hong Kong. The Company is an
investment holding company and its subsidiaries are principally
engaged in brokerage, corporate finance, asset management,
loans and financing, financial products, market making and
investments.

The Company's immediate holding company and ultimate
holding company are Guotai Junan Holdings Limited ("GJHL")
incorporated in the British Virgin Islands and Guotai Junan
Securities Company Limited (“Guotai Junan”) incorporated in
the People’s Republic of China, respectively.

This unaudited interim financial information is presented in
thousands of Hong Kong dollars (HK$'000), unless otherwise
stated.

This unaudited interim financial information was approved by
the Board of Directors (the “Board”) for issue on 22 August
2018.
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Basis of Preparation and Changes in
Accounting Policies

The unaudited interim financial information for the six months
ended 30 June 2018 has been prepared in accordance with
Hong Kong Accounting Standard ("HKAS”) 34 “Interim Financial
Reporting” issued by the Hong Kong Institute of Certified
Public Accountants (the "“HKICPA"). The unaudited interim
financial information should be read in conjunction with the
audited consolidated financial statements of the Group for
the year ended 31 December 2017, which have been prepared
in accordance with Hong Kong Financial Reporting Standards
("HKFRSs").

The financial information relating to the year ended
31 December 2017 that is included in the Interim Report 2018
as comparative information does not constitute the Company’s
statutory annual consolidated financial statements for that
year but is derived from those financial statements. Further
information relating to these statutory financial statements
required to be disclosed in accordance with section 436 of the
Companies Ordinance is as follows:

The Company has delivered the financial statements for the
year ended 31 December 2017 to the Registrar of Companies
as required by section 662(3) of, and Part 3 of Schedule 6 to,
the Companies Ordinance.

The Company's auditor has reported on those financial
statements. The auditor's report was unqualified; did not
include a reference to any matters to which the auditor drew
attention by way of emphasis without qualifying its report; and
did not contain a statement under sections 406(2), 407(2) or (3)
of the Companies Ordinance.

The accounting policies and basis of preparation applied in the
preparation of the unaudited interim financial information and
the use of certain critical accounting judgments and estimates
are the same as those used in the audited consolidated financial
statements for the year ended 31 December 2017 disclosed in
the 2017 annual report of the Company, except for the adoption
of new standards effective as of 1 January 2018. The Company
has not early adopted any other standard, interpretation or
amendment that has been issued but is not yet effective.
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Notes to the Interim Financial Information
oA R 85 R E Y R
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Basis of Preparation and Changes in
Accounting Policies (continued)

Several amendments and interpretations apply for the first time
in 2018, but do not have an impact on the unaudited interim
financial information of the Group.

HKFRS 15 Revenue from Contracts with Customers

HKFRS 15 supersedes HKAS 11 Construction Contracts,
HKAS 18 Revenue and related Interpretations and it applies
to all revenue arising from contracts with customers, unless
those contracts are in the scope of other standards. The
new standard establishes a five-step model to account for
revenue arising from contracts with customers. Under HKFRS
15, revenue is recognised at an amount that reflects the
consideration to which an entity expects to be entitled in
exchange for transferring goods or services to a customer.
The standard requires entities to exercise judgement, taking
into consideration all of the relevant facts and circumstances
when applying each step of the model to contracts with their
customers. The standard also specifies the accounting for the
incremental costs of obtaining a contract and the costs directly
related to fulfilling a contract.

The Company adopted HKFRS 15 using the modified
retrospective approach. The Company has performed a
detailed assessment on the impact of the adoption of HKFRS
15 and the standard did not have significant impact on the
unaudited interim financial information of the Company.

Guotai Junan International Holdings Limited | 2018 Interim Report

REBERENBRED

(&

ETEATRREBR-_Z-N\FHERK
A BEYEHAEENREEZT
HMBERELERE -

BRUBREEUNEISHEFSE
A

FAMHREENFISHTRAELE
SR ENENRERELY BAGS
ERNFIBHEMUAREBRE BH
ERREFPANELENMARA R
FZEANBREMERGEE - 3
EREI—ERALERN - URKBTP
BHHBAAR - RIBFABME R
EEAEISH  WARERRER
B mErEEEMRRBEMmMA
REXBPERNKESBETE
R REUEREREHHE - Wit
EEZBEANEFEANRERFPE
WMENMAHEBEERER - &%
Al 7R AT BR 5 JE 15 & 49 /O BB SR AR It
HEBETANERMAEOKRAAR -

RRABARERER T AKRAER
| ELRNEISE - ARFEHK
REAMBRELENZISHNTE
ETHENG - AREATEHAR
AMAREZTHMBENELSE
RE & -



Basis of Preparation and Changes in
Accounting Policies (continued)

HK(IFRIC) Interpretation 22 Foreign Currency
Transactions and Advance Considerations

The Interpretation clarifies that, in determining the spot
exchange rate to use on initial recognition of the related asset,
expense or income (or part of it) on the derecognition of a non-
monetary asset or non-monetary liability relating to advance
consideration, the date of the transaction is the date on which
an entity initially recognises the non-monetary asset or non-
monetary liability arising from the advance consideration.
If there are multiple payments or receipts in advance, then
the entity must determine a date of the transactions for
each payment or receipt of advance consideration. This
Interpretation does not have any impact on the Company's
unaudited interim financial information.

Amendments to HKFRS 2 Classification and
Measurement of Share-based Payment Transactions

The HKICPA issued amendments to HKFRS 2 Share-based
Payment that address three main areas: the effects of vesting
conditions on the measurement of a cash-settled share-
based payment transaction; the classification of a share-
based payment transaction with net settlement features
for withholding tax obligations; and accounting where a
modification to the terms and conditions of a share-based
payment transaction changes its classification from cash
settled to equity settled. On adoption, entities are required
to apply the amendments without restating prior periods,
but retrospective application is permitted if elected for all
three amendments and other criteria are met. The Company's
accounting policy for cash-settled share based payments is
consistent with the approach clarified in the amendments. In
addition, the Company has no share-based payment transaction
with net settlement features for withholding tax obligations
and had not made any modifications to the terms and
conditions of its share-based payment transaction. Therefore,
these amendments do not have any impact on the Company’s
unaudited interim financial information.
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Notes to the Interim Financial Information
oA R 85 R E Y R

3. Operating Segment Information

Operating segments are reported in a manner consistent with
the internal reporting provided to the Group's senior executive
management and in accordance with HKFRSs. The Group's
operating businesses are structured and managed separately
according to the nature of their operations and the services they
provide. Each of the Group's operating segments represents
a strategic business unit that offers services which are subject
to risks and returns that are different from those of the other
operating segments.

Details of each of the operating segments are as follows:

(a)

the brokerage segment engages in the provision of
securities, futures and options and leveraged foreign
exchange dealing and broking as well as insurance
brokerage services to customers;

the corporate finance segment engages in the provision
of advisory services, placing and underwriting services of
debt and equity securities;

the asset management segment engages in asset
management, including fund management and the
provision of investment advisory services;

the loans and financing segment engages in the provision
of margin financing and securities borrowing and lending
to margin customers, initial public offering (“IPO") loans,
other loans to customers and bank deposits;

the financial products, market making and investments
segment represents fund and equity investments,
structuring of financial products as well as trading and
market making of debt securities, exchange traded funds
and derivatives; and

the “others” segment mainly represents rental income and
the provision of information channel services.

Inter-segment transactions, if any, are conducted with reference
to the prices charged to third parties.
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3.

Operating Segment Information (continued)

Notes to the Interim Financial Information
A R 85 R E Y R

The unaudited segment results of the Group for the six months
ended 30 June 2018 are as follows:

EESBEH A

AEEHE-Z-N\FAA=TAHL
NEAHREEZDRBEBENT

Financial
products,
market
Corporate Asset Loans and making and
Brokerage  finance management financing investments Others Total
EHMES
#rE LRME HEEE HRRME HHREE Hfth #t
HK$'000  HK$'000 HK$'000  HK$'000 HK$'000 HK$'000  HK$'000
FHET FTERT FTERT TER FTET TERT TER
Segment revenue and DA R EA A -
other income:
Sales to external customers & TFHINEP 271,437 335,355 10,561 716,824 344,038 1,100 1,679,315
Inter-segment sales Az AEE — — — - — — —
Total @it 271,437 335,355 10,561 716,824 344,038 1,100 1,679,315
Segment results ABERE 108,275 196,949 (8,803) 264,376 76,189 — 636,986
Income tax expense TR (95,295)
Profit for the period HAER 541,691
Other segment information:  E {7 & :
Depreciation e 3,773 4,968 903 6,712 2,007 — 18,363
Finance costs BEKAR 8,381 — — 158,373 161,591 — 328,345
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3. Operating Segment Information (continued) 3. BESBEH#®
The unaudited segment results of the Group for the six months REEHZE_T—+FRA=THIL
ended 30 June 2017 are as follows: NEANREEZSREZNOT
Financial
products,
market
Corporate Asset Loans and making and
Brokerage finance management  financing investments Others Total
tRER
g8 GERE EEER BERRRE MHIRKRE Hity s
HK$'000  HK$'000 HK$'000  HK$'000 HK$'000  HK$'000  HK$'000
TER FET FET FET FiER FER FET
Segment revenue and SEBARE YA
other income:
Sales to external customers & FHINEP 289,210 441,590 14,513 641,556 173,089 1,149 1,561,107
Inter-segment sales AWz AEE — — — — — — —
Total @it 289,210 441,590 14,513 641,556 173,089 1,149 1,561,107
Segment results DEEE 155,158 244533 (1,400) 352,545 120,394 — 871,230
Income tax expense RS (145,178)
Profit for the period B R 726,052
Other segment information:  Eft 7 & :
Depreciation e 3,739 8,346 956 6,633 — — 19,674
Finance costs B & B AR 15 = — 127,533 35,020 — 162,568

62 Guotai Junan International Holdings Limited | 2018 Interim Report



Notes to the Interim Financial Information
A R 85 R E Y R

4. Revenue 4. I/t A

An analysis of revenue is as follows: WAB ST :

For the six months ended

30 June
HENXB=1+HILXEAR
2018 2017
—E—N\EF —E—tF
Unaudited Unaudited
REER REEEZ
HK$'000 HK$'000
TET FET
Brokerage: &4
Securities & 3 227,302 248,282
Futures and options B & & A 13,688 13,812
Handling income FEBWA 23,447 17,793
Leveraged foreign exchange 15 18 1 1,489 1,500
Insurance R 5,511 7,823
271,437 289,210
Corporate finance: TERE:
Placing, underwriting and E AEEkyAERS
sub-underwriting commission
— Debt securities - EFEFH 258,439 147,579
— Equity securities - BAEH 59,875 231,963
Consultancy and financial advisory B Ko i B S G B A
fee income 17,041 62,048
335,355 441,590
Asset management: BEERE:
Management fee income BEIEEW A 6,327 14,403
Performance fee income RIABUWA 4,234 110
10,561 14,513
Loans and financing: EFERE
Interest and handling income FREFNMNERFEEBRA
from margin loans 475,575 513,000
Interest and handling income THEFNMERFEBRA
from term loans 71,525 35,308
Interest income from securities BHEEMNBRA
borrowing and lending 35,611 6,090
Interest income from reverse = 1) [ B8 13 &% 1) B4R A
repurchase agreements 11,082 1,419
Interest income from IPO loans ERANGE:E-3-E S NN PN 9,558 509
Interest income from banks RIT R E A A B U A
and others 113,473 85,230
716,824 641,556
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4. Revenue (continued) 4. WA (&)
For the six months ended
30 June
B8EZANB=1+HLKMEA
2018 2017
—E-N\EF —E—tF
Unaudited Unaudited
REER REEZ
HK$'000 HK$'000
FTET FET
Financial products, market making and GBI ER - MHTREE
investments:
Trading (loss)/gain on debt securities BEHEHFRSZ(BE) W
— Listed securities - km#EH (281,524) 41,110
— Unlisted securities -FLMHESH (12,645) (464)
Interest income from debt securities BEBHEHOF LA
— Listed securities - & 230,775 101,161
— Unlisted securities - EMES 18,648 927
Trading gain on exchange traded funds R ERXHE SR FH W= 474 138
Trading loss on equity securities BABHRSEE (42,941) (48,968)
Trading (loss)/gain on unconsolidated FEMHBEEESRS (BB
investment funds W z& (4,326) 6,656
Net gain on foreign exchange B W 55 % B8 26,599 2,663
Net gain/(loss) on financial assets at EAFEFABEZNESREEDN
fair value through profit or loss W/ (E18) F 58 16,407 (39,097)
Interest income from unlisted financial R AFEFABZENIELTER
assets at fair value through profit or BEMNBWKA
loss 2,127 1,540
Dividend income A% = U A 3,567 3,176
Net income on structured financial wEEMEHE®DBAFRE
products 386,877 104,247
344,038 173,089
1,678,215 1,559,958
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5. Staff Costs 5. BIR%F
For the six months ended
30 June
H#EAXA=1+HIEXEAR
2018 2017
—E—N\F —E—tF
Unaudited Unaudited
*4E® % REEZ
HK$'000 HK$'000
THET FET
Staff costs (including directors’ BETRABEESEHE) :
remuneration):
Salaries, bonuses and allowances Fé B R EBE 253,821 298,449
Share-based compensation expenses VARR £ 7% Z5 1t # (B A 2
— Share option scheme - B ERE 1,677 3,149
— Share award scheme - B EE A& 26,752 32,787
Pension scheme contributions BIRE EHEI 4,065 3,717
286,315 338,102
6. Finance Costs MEBE

For the six months ended
30 June
BERA=+HLXMEA

2018 2017

—E—N\EF —E—+tF

Unaudited Unaudited

ey 3 REEZ

HK$'000 HK$'000

T#T FAxT

Bank borrowings and overdrafts RITEENREX 148,870 137,389

Debt securities in issue BT E TS 88,188 3,912

Securities borrowing and lending BHEE 1,621 68
Financial instruments at fair value through #Z A FEAEZH SR ITA

profit or loss

— Listed debt securities held for trading - HEEEN LMEBES 38,624 8,635

Repurchase agreements [o] % 5 % 45,137 7,451

Others Hfth 5,905 5113

328,345 162,568

BEHEEZEBRZRBERAIA 2018 PHRE

65



Notes to the Interim Financial Information
oA R 85 R E Y R

7. Profit before Tax 7.

The Group's profit before tax is arrived at after charging/
(crediting):

FRRAEs
7 5 3 & B B AT R 0 S 4R (BT
AT BIREFH

For the six months ended

30 June
BEXNA=THLKMEAR
2018 2017
—E-N\F T +tF
Unaudited Unaudited
RKEBEER REEE %
HK$'000 HK$'000
TET FAET
Professional and consultancy fees BERENRE 32,544 32,025
Information service expense B AR 5 2 13,578 12,749
Repairs and maintenance wiehe®(BRERGHERE)
(including system maintenance) 21,285 17,254
Marketing, advertising and MSER EEREERAX
promotion expenses 2,917 3,723
Minimum lease payments under KEREBRTITREESAR
operating leases 2,682 2,525
Foreign exchange difference, net SN EE 5 = BE 46,101 (3,510)
Other commission expenses EmAERX 9,522 19,872
Net impairment charge on loans and BTEFERKBFHNEFE
advances to customers 188,169 12,516
Net impairment charge on JE Wk B R (B % B
accounts receivable 6,947 1,512
Net reversal of impairment on other BOAEMEREEREREED
financial assets and loan commitments R {E /F%8 (503) (15,961)
8. Income Tax Expense 8. FideMHAX
For the six months ended
30 June
EZEXNBA=1+HLKMEA
2018 2017
—E—\F e
Unaudited Unaudited
REEB RIEHEZ
HK$'000 HK$'000
FTET FET
Current, Hong Kong BNHER - FH
— Charge for the period - B 117,903 141,237
Deferred % & (22,608) 3,941
Total tax charge for the period AR EES gk 95,295 145,178
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10.

Income Tax Expense (continued)

Hong Kong profits tax has been provided at the rate of 16.5%
(2017: 16.5%) on the estimated assessable profits arising in
Hong Kong during the period.

Proposed Interim/Final Dividend

The Board has declared an interim dividend of approximately
HK$252,241,000 or HK$0.033 per ordinary share (2017:
HK$311,439,000 or HK$0.045 per ordinary share) after the
adjustment of excluding the dividend for the shares held
under the share award scheme of the Company amounting to
approximately HK$2,366,000 (2017: HK$3,280,000) for the six
months ended 30 June 2018. The interim dividend proposed
after the reporting date has not been recognised as a liability
in the unaudited interim financial information at the end of the
reporting period.

The Board recommended a final dividend of HK$0.045 per
ordinary share for the year ended 31 December 2017 on
16 March 2018 and paid the final dividend of approximately
HK$343,960,000 on 15 June 2018, as further adjusted to include
the dividend for shares issued under the Company's general
mandate and share option scheme approximately HK$436,000
and the dividend for the shares held and vested
under the share award scheme amounting to HK$466,000 and
HK$15,000 respectively.

shares

Earnings per Share Attributable to Ordinary
Equity Holders of the Parent

The calculations of the basic and diluted earnings per share are
based on:

(a) Basic earnings per share

The calculation of basic earnings per share for the period
ended 30 June 2018 is based on the profit attributable to
ordinary equity holders of the parent of HK$506,841,000
(2017: HK$673,507,000) and the weighted average number
of ordinary shares in issue less shares held under the
Company’s share award scheme of 7,525,941,000 (2017:
6,914,909,000) during the period.

10.

R B 35 R B

FRRAXZ %)

EERGRIRERNEEBE LY
fir 51 FE 3R B B R B % 16.5% (=
— 4 16.5%) G -

Blh KUK R

ESEgERBE_Z-NFAHA
StREERBEAERTHRKRELD
252,241,000 T X & K & B K
0.033#& 7T (ZZF—+4F : 311,439,000
BT RERERBR0.045ET) A E
BERR B A QR B R BB AR
RS2 FX2,366,0008 T (=&
—+ % :3,280,000& ) tFRAE -
BERHREZEBRZENTHRE
ANBEMREREEZTHYB
EHANERA—HEE -

BN )\F=A+~BE=
KEBEE-_T—+tF+-_A=+—
HIEFE R H % B &% X A% 0.045
BT YR FE-—NEFENA+AH
K 5 R B A% B 49343,960,0007% 7T
MEFRBAEBEFTAEREQR—K
RERBREFIZERMNDZKRE
#436,0005 JT - LA iR 9B B% 1 88
BEoR AT EBRMHDZRE
466,000/ 7t %15,0007% 7T °

8 4% F) ¥ i A% A% W PR (4 3 iR
2

0 2 A R B8 AR T AT 5 %
B

(@) BREZXEF

BE-_ZT-/\FXA=1+HL
HE - BRERZN TR EH
WA E B R AR B S
506,841,000 L (=T —t
% : 673,507,000 ) & B
17 & 3B A B DN #E 723 BURIR AN
REEGD BB BB ENRND
#7,525,941,0001 (= & — +
F:6,914,909,0008) 5 & ©
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10. Earnings per Share Attributable to Ordinary
Equity Holders of the Parent (continued)

(b)

Diluted earnings per share

The calculation of diluted earnings per share is based on
the profit for the period attributable to ordinary equity
holders of the parent. The weighted average number of
ordinary shares used in the calculation is the number of
ordinary shares in issue during the period, as used in the
basic earnings per share calculation, and the weighted
average number of ordinary shares assumed to have been
issued at no consideration on the deemed exercise or
conversion of all dilutive potential ordinary shares into
ordinary shares.

The calculation of diluted earnings per share is as follows:

10. 8 2 F) & & Bk Bx R FE {5 9 B
B

(b) ER#BERR

BREERNTVEERRE R
BB R AR AR M AT E © &t
BB AT O AR A0 A 19 2R
DHEAESREARNAER
MBS ETEBRERE U
RBRRMBEEEEEERE
BRETERFRSEBKRE
ERTFREHETHEBRMNE
FHE -

BREBRAGFEET:

For the six months ended

30 June
B@EANA=+HLKER
2018 2017
—E-N\E Tt F
Unaudited Unaudited
kREE RIGE R
HK$'000 HK$'000
FET T T
Profit attributable to ordinary equity £ 2 &% 38 A% A% 3 FE {5 3% F
holders of the parent (in HK$'000) (AF % T ah) 506,841 673,507
Weighted average number of ordinary ARG EGREREF /B 2%
shares in issue less shares held for 17 5 i AR B O0 R S 19 BURIR
the share award scheme used in the R 4EEIET2I3F A MM (LA
basic earnings per share calculation ~ F3&)
(in "000) 7,525,941 6,914,909
Effect of dilution — weighted average # &% 2 — L@ MNE
number of ordinary shares: T E
Share options under the share BB AR RE AT EITE T &Y B8 A
option scheme (in '000) (AF 3D 11,782 33,079
Awarded shares under the share % 17 82 JBh 5t &1 I8 1Y 22 Bh AR
award scheme (in ‘000) 3 (AT &H) 12,795 16,473
Number of ordinary shares for HEREFTRN M E T ER
the purpose of diluted earnings B AFEH
per share (in "000) 7,550,518 6,964,461
Diluted earnings per share GREEEF (CABIET)
(in HK cents) 6.71 9.67
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M. KTFTEFPNERRER

11. Loans and Advances to Customers

As at As at
30 June 31 December
2018 2017
BWZE—N\E R-ZE—LF
XA=+H +=A=+—8
Unaudited Audited
k4 ® % 1 %
HK$'000 HK$'000
TET FET

Non-current IE 7 B
Term loans to customers BTRFHTHER 2,340,000 29918
Less: impairment R E (1,180) —
2,338,820 29918

Current Vi)

Margin loans FRER 9,859,708 12,917,920
Term loans to customers BTEFHTHER 532,792 3,021,883
IPO loans BRXARBEER 741,629 18,705
Less: impairment R E (496,285) (404,853)
10,637,844 15,553,655
12,976,664 15,583,573
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11. Loans and Advances to Customers (continued) M. BFEFRBMERRER 2
The movements in the expected credit loss ("ECL") impairment BKTREFPHERMBZNEHREE
allowance on loans and advances to customers are as follows: BR(BEHEERBXDRERGBE
BT
Lifetime ECL Lifetime
12-month  not credit- ECL credit-
ECL impaired impaired Total
EEEEREE CEESRED
+ZEBA WHRHER FHER
FHEERX EEEX BEEER% -
Unaudited Unaudited Unaudited Unaudited
FEEY FEEE FEEE FEEE
HK$'000 HK$'000 HK$'000 HK$'000
THET TERT FTERT T#ERT
As at 1 January 2018 R-—ZE-\F—HF—H 7,685 — 397,168 404,853
Transferred to lifetime ERZEEERENERSF
ECL credit-impaired BEEEL (164) — 164 —
Charged to profit or loss ElCYEEE 10,477 2,981 174,711 188,169
Amount written off MiEe®E — — (95,557) (95,557)
As at 30 June 2018 RZE-N\FEXNA=1+H 17,998 2,981 476,486 497,465
Lifetime ECL Lifetime
12-month  not credit-  ECL credit-
ECL impaired impaired Total
TEEERE SEEREN
TR MEHEFER FEHFR
EHEEBRX EEBX FEEX F
Audited Audited Audited Audited
HEG TEZ KEZ KE%
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FiET TET
As at 1 January 2017 R-ZE—+F—HA—H — — 93,828 93,828
Adjustment on adoption of HKFRS 9 BB E /5 81 75 iR & % B %9
VAR 21,854 — 214,492 236,346
Transferred to lifetime EREEOEERENESRSF
ECL credit-impaired RiEEEX (5) — > —
Charged/(credited) to profit or loss B A,/ (;FA)E % (14,164) — 88,843 74,679
As at 31 December 2017 RZE—+F+=-RA=+—H 7,685 — 397,168 404,853
Save as disclosed above, all loans and advances to customers BEXF#EEEN  RZE—NFX
were neither past due nor credit-impaired as at 30 June 2018 A=+RAER=ZF—tF+=ZA=+—
and 31 December 2017. H FIBEGRTEFPHNERLKBHRBELR
M EEERE -
The impairment charged to profit or loss included interest FABRGHREREEE_Z—N\F
income on credit-impaired margin loans of HK$95,187,000 (2017: ANAZTHEERNEAEREEREFRE
HK$9,580,000) for the six months ended 30 June 2018. B B A &95,187,000% T (=

Z—+4:9580,000% )
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1.

Loans and Advances to Customers (continued)
Margin financing operations

The Group provides customers with margin financing for
securities transactions, which are secured by customers’
securities held as collateral. The maximum credit limit granted
for each customer is based on the customer’s financial
background and the quality and value of the related collateral.
The Group seeks to maintain strict control over its outstanding
receivables and the Credit and Risk Management Department
will monitor credit risks.

Margin loans to customers are secured by the underlying
pledged securities, bear interest at a rate with reference to the
Hong Kong dollar prime rate and are repayable on demand.
The carrying values of margin loans approximate to their fair
values. No ageing analysis is disclosed as, in the opinion of the
directors of the Company (the "Directors”), an ageing analysis
does not give additional value in view of the nature of the
margin loan business. The amount of credit facilities granted
to margin clients is determined by the discounted market
value of the collateral securities accepted by the Group. As at
30 June 2018, the total value of securities pledged as collateral
in respect of the margin loans was approximately HK$34,525
million (31 December 2017: HK$49,575 million) based on the
market value of the securities as at the end of the reporting
period.

Term loans to customers

The Group also provides term loans to customers. In
determining the interest rates, reference is made to the
credit standing of the relevant customers and the quality
and value of the collateral pledged. The term loans granted
to customers amounted to HK$2,827,128,000 (31 December
2017: HK$3,034,201,000), and the accrued interest amounted
to HK$45,664,000 (31 December 2017: HK$36,305,000) as at
30 June 2018. The carrying amounts of the term loans to

customers approximate to their fair values.

1.

R B 35 R B

KFEFMERREZR®
FREAXS

REBBBHR S MECRETRE
B ABEPHEREREARER -
BREPHBRBEEREENIUNESY
MBERRAFABERRNE S
REEREE - FEBRY LKA
RN KRR BIEES B
RERESHIISEREHEAR -

EFAREFAEBCERESE
R 2EBELREBNEXFE A
BERERZ AREFXNEEESR
HRAFERE - ARARRES (&
FNRB ERAREREZHNMN
B RESMAE TS RHEREIMEE
BHBERBEREON - BTHREP
MEEREENDRBEASEEAD
ERBHFBEATEEE - RZF—N
FRA=ZTH RBEHRNBST
EFtE  ERAREFEMARNER
REHFBEHRILBEEETL(Z
T—tF+=ZHA=+—H:495758
BHET)

MTEFNEHER

AEETAZEFPRERHEAER - R
EEMNEE 22ZHBEFPNE
EMRRARAERNEIRDERR
BE R_T-N\FRA=TERT
BEPHE B E R A #2,827,128,000
AL(ZE—tF+-_A=1+—8:
3,034,201,000/& 7T) - A B R
45,664,000 T (=T —tF+=A
=+ —H:36,305000/# ) - &P
EHERNEEERLATERSE °
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12. Loan to Director 12. EFEFEHER
Loan to director, disclosed pursuant to section 383(1)(d) of the BRI BB R HEHE383(1)(d) & EA
Hong Kong Companies Ordinance and Part 3 of the Companies Al(MEEENDZER) RO EIER
(Disclosure of Information about Benefits of Directors) ERTESHNERBEZENOT:

Regulation, is as follows:

At
Maximum 31 December Maximum
amount 2017 amount
At outstanding and outstanding At
30 June during 1 January  during the 1 January
Name 2018  the period 2018 prior year 2017  Collateral held
RZS—t#F
+ZRA=+-8
RZZB-N\%¥ HAEE RZZ-\E EERARE R-B—tF
-] NAZ+tHE KEERE —R—8 xEERE —R—H HBHEESR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THET TET TET TET TET
Mr. LI Guangjie — 533 — 1,933 —  Marketable securities
FAREE BER%
The loan granted to a director bear interest at the Hong Kong RTYTESNERDRETLRESRT
dollar prime rate plus 3% per annum and have no fixed terms NG FI%E - BEE FEE R
of repayment. R
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13. Accounts Receivable 13. Bl RIA
(@) Analysis of accounts receivable (@) FEWREHN D
The carrying values of accounts receivable arising from REBEXEBBERMELNE
the course of business of the Group are as follows: WHIBRmELDT :
As at As at
30 June 31 December
2018 2017

RIZB—N\FE R-ZFT—LF
AR=+H +t-A=t+—H

Unaudited Audited
REEZ EZ
HK$'000 HK$'000
TER FHET
Accounts receivable arising 718 40 S e W R IR
from brokerage
— cash and custodian clients -REeRAERF 221,547 187,406
- the Stock Exchange and other — B X PR e At A5 E PR
clearing houses 1,783,853 893,259
— brokers and dealers - RRERRHE 3,185,148 2,868,570
Accounts receivable arising from IR B 4% 40 26 75 B W R IR
insurance brokerage services
— cash and custodian clients -ReRFTEREP 36 168
Accounts receivable arising from BAHEBEXEBREKKIE
securities borrowing and lending
— brokers and dealers - RERRHE 72,091 123,444
Accounts receivable arising rERE BEERE -
from corporate finance, asset B E m o TR
management, financial products, & ¥ E WA
market making and investments
— corporate clients, investment -EEF REES
funds and others M HAb 411,272 318,692
5,673,947 4,391,539
Less: impairment B ORLE (34,155) (44137)
5,639,792 4,347,402
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13. Accounts Receivable (continued) 13. BUWHRIE (#)
(@) Analysis of accounts receivable (continued) (@) EWHREBEWHDH(E)
The movements in the impairment allowance on accounts W R IR (B B BT

receivable are as follows:

2018 2017
—E-N\F —E—+tF
Unaudited Audited
RKBER KEZ
HK$'000 HK$'000
THET FAET
At 1 January Wn—A—H 44137 16,960
Restated on adoption of HKFRS 9 E R E 8 B 7 s 42 R
FE 9% M E 5 — 4,515
Impairment charged to profit or loss HAR&t AIBZE MR E
during the period 7,692 22,720
Impairment reversed during the period Hi A & # & (745) (98)
Exchange difference ME 3 = HR 21 40
Amounts written off i 5H £ K8 (16,950) —
At 30 June 2018/31 December 2017 WR=-ZZ—NFXA=+8
—E—+tF+=ZA=+—H 34,155 44137
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13. Accounts Receivable (continued) 13. Bl &RE 2
(b) Accounts receivable neither past due nor credit- (b) BEABHIREEEERE
impaired fY & W 3k TR
Accounts Accounts
receivable receivable
Accounts from the Accounts from
receivable Stock receivable  corporate Accounts
from Exchange from clients, receivable
cash and and other brokers investment from
custodian  clearing and  funds and insurance
clients houses  dealers others brokerage Total

ReéR HBXMR #RR LREFR.
HEEF RtEEM XhE HEEER KRRERL
BEHE BEERE BEERE AGOELRE  BERRE #it
HK$'000  HK$'000  HK$'000 HK$'000  HK$'000  HK$'000
THET THET TET THET THET TET

Unaudited RIEE
As at 30 June 2018 RZZE-NFXA=+H
Neither past due nor RARGANKEEEERE

credit-impaired 199,369 1,783,853 3,257,239 309,174 36 5,549,671
Less: impairment AR E (100) (859) (476) (126) — (1,561)

199,269 1,782,994 3,256,763 309,048 36 5,548,110

Audited BER
As at 31 December 2017 RZZE—+&+-A=+—-H
Neither past due nor RABBTAELEEERE

credit-impaired 155,884 893,259 2,992,014 218,220 168 4,259,545
Less: impairment B RE (78) (423) (1,151) (110) = (1,762)

155,806 892,836 2,990,863 218,110 168 4,257,783

Accounts receivable from cash and custodian clients which RSP TERENRE R
are neither past due nor impaired represent unsettled ERPRERBRIERRE F&
client trades on various securities exchanges transacted HAIME=AEXREZ@EZE
on the last two to three business days prior to the period/ FRGMETZAEEERPE
year end date. No aging analysis is disclosed as, in the SR5  HREERR/RZE
opinion of the Directors, an ageing analysis does not give JEWHRIENMEEMS  RIKD
additional value in view of the nature of these accounts A REEINMEE Bt
receivable. BmERERDTER -
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13. BUgRHRIE 2)

13. Accounts Receivable (continued)

76

(c) Accounts receivable past due but not credit- (c) EERHBEXREERENERK
impaired M
Accounts Accounts
receivable receivable
Accounts  from the Accounts from
receivable Stock receivable  corporate Accounts
from Exchange from clients, receivable
cash and and other  brokers investment from
custodian  clearing and  funds and insurance
clients houses  dealers others brokerage Total
ek BIXHR BER LRER:
EEFR HtEHMR XHhHE HREEER RREL
Bh&HE BERE BERE EMBLERE BRRE it
HK$'000  HK$'000  HK$'000 HK$'000  HK$'000  HK$'000
FTET FTEL TAET FTEL FTEL TET
Unaudited REER
As at 30 June 2018 RZE-N\¥~A=1H
Past due less than 3 months BE=EANR 22,012 — — 6,708 — 28,720
Past due 3 to 12 months BH==+=-f@A — — — — - —
Past due over 12 months BET-EANE — — — - — —
Less: impairment R E (5,943) — — (796) — (6,739)
16,069 - — 5912 - 21,981
Audited BEG
As at 31 December 2017 RZZ—tF+-A=+—H
Past due less than 3 months BH=EANUA 17,670 — — 76,949 — 94,619
Past due 3 to 12 months BAH=Z+=fAA — — — — — —
Past due over 12 months BHT-@AAN L — — — — — —
Less: impairment AR A @,771) — — (15,107) — (19,878)
12,899 — — 61,842 — 74,741

Accounts receivable from cash and custodian clients which
are past due but not impaired represent client trades on
various securities exchanges which are unsettled beyond
the settlement date. When the cash and custodian clients
failed to settle on the settlement date, the Group has the
rights to force-sell the collateral underlying the securities
transactions. The outstanding accounts receivable from
cash and custodian clients as at 30 June 2018 and
31 December 2017 were considered past due but not
impaired after taking into consideration the recoverability
from the collateral. The collateral held against these
receivables is publicly traded securities.
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13. Accounts Receivable (continued)

(c)

Accounts receivable past due but not credit-
impaired (continued)

Accounts receivable from corporate clients and investment
funds which are past due but not impaired represent
receivables arising from asset management, corporate
finance, advisory and underwriting services which have
not yet been settled by clients after the Group’s normal
credit period. The outstanding accounts receivable from
corporate clients and investment funds as at 30 June
2018 and 31 December 2017 were considered not to be
impaired as the credit rating and reputation of trade
counterparties were sound.

R B 35 R B

13. Bk HRIE (&)
() CHEH{EXREERERNERK

I (&)

EBRHMERBENEERERPR
REEZESBRERERREEE
BE LCERE HBAREH
RBEANRAEE L TH—RE
EHMREP ARG E MR K
B RZZE-N\FRA=THK
—F—t&t+-A=+—8"
HAREBNEEREPREREE
& RUYGRIARBERBE - R
AAEXSHFEREEMRTR

NREBE -
Credit-impaired accounts receivable d) EEREEKRKE
Accounts Accounts
receivable receivable
Accounts  from the Accounts from
receivable Stock receivable  corporate Accounts
from Exchange from clients, receivable
cash and and other  brokers investment from
custodian  clearing and  funds and insurance
clients houses  dealers others brokerage Total
HéR BXAHR #iER fRER.
RHEEFR Ht&ERMR XhHE REEER RREL
BRHRE BERE BERE AMEKRE BEERE st
HK$'000  HK$'000  HK$'000 HK$'000  HK$'000  HK$'000
TET TET TAT TET TAT TET
Unaudited RIEE G
As at 30 June 2018 RZE-N¥XA=TH
Credit-impaired accounts EERERKE
receivable 166 - — 95,390 - 95,556
Less: impairment AR E (100) — — (25,755) — (25,855)
66 - — 69,635 — 69,701
Audited BEG
As at 31 December 2017 RZZE—+tF+ZA=1+—8
Credit-impaired accounts EERERKE
receivable 13,852 — — 23,523 — 37,375
Less: impairment AR A (13,785) — — (8,712) = (22,497)
67 — — 14,811 — 14,878

Accounts receivable from cash and custodian clients are
considered impaired when clients fail to settle according
to the settlement terms after taking into consideration the
recoverability of collateral.

R E E AR R R B R
EEPARERBGEBGRIET
BE R REEEPERNK
HEWRRRAE -
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14. Financial Assets at Fair Value through Profit or 14. B FEHH AR &R

Loss 5E
As at As at
30 June 31 December
2018 2017

B=®—N\F R-F-L#F
AAZ=+E t-A=t-R

Unaudited Audited
REER KEZ
HK$'000 HK$'000
TET FET
Financial assets held for trading HEBEENSREE
- Listed equity securities - FTRARRE S 153,952 423,450
— Listed debt securities - FTEBKES 9,948,419 7,517,668
— Unlisted debt securities - FLEMEBES 787,831 532,603
Financial assets at fair value through REAFEFAERNEREE
profit or loss
— Listed fund investments - LFTESKE — 23,249
— Unlisted fund investments (Note (a)) —EETESEE (K E@R) 382,717 238,399
— Unlisted convertible promissory debt - JE Em Al A& R &S T A
instruments 125,261 69,310
— Other financial instruments -HE&mITA 23,438 119,592
Financial products (Note (b)) % Bt E @ (M 5 (b)) 30,196,926 28,246,491
Total financial assets at fair value through EAFEFAEZH @A E
profit or loss BE 41,618,544 37,170,762
(a) The Group invested in unconsolidated investment funds for (@) AEEKRERIFEHEEES MU
capital appreciation and investment income. The interests held by BEEERIERIZEW A - A EE
the Group are in the form of participating shares which provide P2l RREaiEs EFEAEE
the Group with the share of returns from the investment funds, AIDEREESFERLR - B &
but not any decision making power nor any voting right. Given Efsh eI E R - 8RA
that the Group only held the beneficial interests without holding EEERAEXRXMITETM
any voting right or substantial decision making power as principal, WERRIMEATAEE R RERE
these investments are classified as financial assets at fair value SERBEOEARAFTEITAR
through profit or loss. HNERMEE -
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14. Financial Assets at Fair Value through Profit or
Loss (continued)

(b)

The financial products invested by the Group included listed
unlisted fund
investments, unlisted equity investments and derivatives. As at
30 June 2018, cash collateral of HK$747.7 million (31 December
2017: HK$567.4 million) and securities collateral of HK$257.9
million (31 December 2017: HK$855.0 million) were placed to the
counterparties.

equity investments, listed debt investments,

The financial products acquired by the Group are primarily driven
by customers’ investment needs and used as hedging instruments
for structured notes issued under the MTN Programme (Note 19)
or derivative instruments acquired by customers (Notes 15 and
20). As a result, the variable return of these financial products is
not significant.

15. Derivative Financial Instruments

The table below shows the fair values of derivative financial

instruments recorded as assets or liabilities together with their

notional amounts. The notional amount, recorded gross, is the
amount of a derivative’'s index and is the basis upon which
changes in the value of derivatives are measured. The notional
amounts indicate the volume of transactions outstanding at the

period/year end and are not indicative of market risk or credit

R B 35 R B

14. BLXFEHGFARZH &M
BE @

(b)

AEERENSRERSEETR
AIEE - FEBRE  ELEWE
SRE FLETRARERTET
A-RZZ—N\EXA=+AH &
MR ZEFHRCERARTL7TE
BT ZE—tEFE+ZA=+—
H:5674E8BT)REBEHFERA
25798 BB T (ZE—+F+=A
=+—B:855.08EBT) °

AEEFPRERE  AEEBEBT
HEBREABRTEBERE M
19 HEEPFTZITET A (515
R20) MzEeRERZERT
FRENHMTIA - Mt ZELR
EMmZAE@BARK -

15. fTEemIRA
TREVEHEAR/RBEERBENITE
ERMTENRVPEEREREDHE -
asnazgemaiTET AR
BHELE YAVETABEAE
BPHOHEE - BRSBERANKEY
FRAEKRNZZE - BTEMHEA
BRINFEEERBRMIER -

risk.
Fair value
N
Notional
amount Assets  Liabilities
1 341 aE &R
HK$'000 HK$'000 HK$'000
FTHET FTHET FTHET
As at 30 June 2018 BRIE—N\EXRA=1TH
Cross currency swap R X E &5 H 2,172,756 5,339 —
Interest rate swap F) 2 45 HA 2,305,971 4,158 (1,377)
Foreign exchange forward i HA N E 1,728,355 39,748 (8,998)
Index futures BHHE 10,721 — (126)
Options B 400,801 1,033 (4,248)
Warrants RN 620,679 2,413 (558)
Equity swap P HE 1= A 4,523 — (81)
Credit default swap FEEENIER 784,850 9,375 —
8,028,656 62,066 (15,388)
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fh R B4 %5 2 L P EE
15. Derivative Financial Instruments (continued) 15. fi&EemI R =)
Fair value
~EE

Notional
amount Assets Liabilities
HESHE BE afE
HK$'000 HK$'000 HK$'000
FAT FAT FAT

As at 31 December 2017 R-Z—+F
+=—A=+—8”

Cross currency swap R X E s 5 1,950,525 1,522 —
Interest rate swap H) 2 42 HA 1,438,486 778 (10,405)
Foreign exchange forward i HRONEE 3,382,001 69,122 (4,541
Index futures BHHE 3,727 — (270)
Option HA #E 1,330,206 17,049 (5,492)
Warrant R B 967,890 9,262 —
Equity swaps A% # #= B 988,374 11,687 (7,014)
Credit default swap EEE4 P8 781,630 1,041 —
10,842,839 110,461 (27,722)

The Group entered into International Swaps and Derivatives
Association, Inc. (“ISDA”) master netting agreements or
similar agreements with substantially all of its derivative
counterparties. Where legally enforceable, these master netting
agreements give the Group the right to offset cash collateral
paid or received with the same counterparty. As at 30 June
2018, amounts of cash collateral of HK$142.9 million and
HK$100.5 million were paid to and received from respective
counterparties (31 December 2017: HK$106.7 million and
HK$24.0 million), which were included in “accounts receivable
and accounts payable arising from brokerage — brokers and
dealers” in Notes 13 and 17 respectively.
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16.

17.

Receivable from Reverse Repurchase

Agreements

The receivable from reverse repurchase agreements arises
when the securities are bought by the Group with a concurrent
agreement to resell at a specified later date and price. These
securities are not recognised in the Group's consolidated
statement of financial position as the counterparty retains
substantially all risks and returns of the securities. The amount
paid by the Group is recognised as receivable. In the event of
default by the counterparty, the Group has the right to sell the
underlying securities for settling the outstanding receivable.

As at 30 June 2018, the outstanding amount paid for the
reverse repurchase agreements was HK$2,755,803,000
(31 December 2017: HK$1,513,177,000) and was recognised as
receivable from reverse repurchase agreements.

The fair value of financial liabilities held for trading received as
collateral for the outstanding receivable was HK$2,672,195,000
(31 December 2017: HK$1,726,882,000).

R B 35 R B

16. I A O % i FE U &% 1/

[ A B fE % 2 R KB E AR H
BEEFRELE  BHRKIILGE
NIREEERAPREREBE - %5
EHFAERAEBEAMBAREK
TR ARABEFIREZEESN
BARE D RN EER - AEBDNK
AR REUGRIA - WEFTELD -
AEEERIERBESAGEER
REIBH B TR -

RZEBE-NEFRA=1TH R
MEOEBEIXNOREBERER
2,755,803,0008 L (T —+F+—
A=+ —H8:1,513,177,000% 7t) -
I 8 58 43 IR [7) [ 8 15 = FE UK R OR -

NERFHIEFEBEZERAB 2T
182,672,195,000% T & K 4 5 &
WHRBEZER(CE-—LF+-A=
+—H:1,726,882,000/ JT) °

Accounts Payable 17. BfRIRA
As at As at
30 June 31 December
2018 2017
R-ZE—N\FE RZFT—LtF
ANB=+H +=ZA=+—H
Unaudited Audited
X EE B BEZ
HK$'000 HK$'000
THT FAET
Accounts payable arising from brokerage # 42 %7 5K 1B
— clients - %P 15,352,423 13,128,476
— brokers and dealers - BERR G5 1,010,800 1,895,561
- the Stock Exchange and other - B P R B A &S E P
clearing houses 1,295,179 374,634
Accounts payable arising from securities & % & & ¥ 75 & (4 3B
borrowing and lending 971,854 1,479,445
Accounts payable arising from corporate @& - EEEE - £
finance, asset management, financial Emm BREMEMER
products, market making, investments B 38
and others 847,693 72,857
Accounts payable arising from insurance R & 40 3 75 & (4 ZOB
brokerage services 528 1,277
19,478,477 16,952,250
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17.

Accounts Payable (continued)

The majority of the accounts payable are repayable on demand
except for certain accounts payable to clients which represent
margin deposits received from clients for their trading activities
in the normal course of business. Only the excess amounts
over the required margin deposits stipulated are repayable on
demand.

The Group has a practice to satisfy all the requests for payment
within one business day. No ageing analysis is disclosed as, in
the opinion of the Directors, the ageing analysis does not give
additional value in view of the nature of these businesses.

Accounts payable to clients also included those payables
placed in trust accounts with authorised financial institutions
of HK$15,210 million (31 December 2017: HK$12,348 million),
Hong Kong Futures Exchange Clearing Corporation Limited and
other futures dealers totalling HK$218 million as at 30 June 2018
respectively (31 December 2017: HK$274 million).

Accounts payable arising from insurance brokerage services
included those payables in trust accounts with authorised
institutions of HK$528,000 as at 30 June 2018 (31 December
2017: HK$1,277,000).

Accounts payable are non-interest-bearing except for the
accounts payable to clients.
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BRNRER - ERZEXHHEE -
EERREROMBEREHRBEIE
B BHUEBRERE DN -

ENEPHMRENTBEFERNRD
SRS IR P ENRIE15,210
BEAT(ZE—tFE+ZA=+—
H:12,3488 &%) MR=ZZE—N
FRA=1+H BEHEZHEEERA
AREMBERSEHEH2188EH
T(—ZE—+F+=-A=+—8:274
BEAT
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Fh R Bt 35 R
18. Bank Borrowings 18. HMITHER
As at As at
30 June 31 December
2018 2017

R-B—N\F R-Z—LF
ARA=+H +=-A=+-—H

Unaudited Audited
REF KEZ
HK$'000 HK$'000
TET T T
Current: E
Unsecured bank borrowings EEMIBITHER 9,763,433 13,781,721
Total bank borrowings RITERERE 9,763,433 13,781,721
Denominated in: AAEE:
HK$ T 5,486,000 13,195,498
Us$ ETT 4,277,433 586,223
9,763,433 13,781,721
The Group's bank borrowings bear interest at the Interbank REERRTEFRIRRITAEXFE
Offered Rate plus an interest spread. MEZEFE -
The carrying amounts of bank borrowings approximate to their HRMRFELTEKR  WRITE
fair values as the impact on discounting is not significant. FREORMERELRATERE -
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19. ERTTREERS

19. Debt Securities in Issue

As at As at
30 June 31 December
2018 2017

RIB—I\F R-_FT—+F
ARA=+H +ZA=+-—H

Unaudited Audited
*EE 4 %
HK$'000 HK$'000
THET FHET
At amortised cost (Note (a)): e 855 RS (BT 3% (a)) -
Listed unsecured medium-term notes B rtmERRPHEER 3,535,666 3,126,887
Unlisted unsecured medium-term notes  JE F M E KR Z & 6,248,259 2,758,128
Designated at fair value through BERAFEFAER
profit or loss:
Structured notes issued in relation to BEETHNEREREBZERE
financial products (Note (b)) 1 Z % (5 (b)) 14,482,921 10,478,876
24,266,846 16,363,891
Unsecured medium-term notes R 5 & B {E /Y & 3K 1R A A
denominated in: ESE 8
us$ ETT 6,761,012 4,018,976
HK$ BT 3,022,913 1,866,039
9,783,925 5,885,015
Structured notes issued in relation to ETRHNEENENEETHNSR
financial products denominated in: EmiERzERBIERRE:
EUR BX 7T 71,279 133,771
HK$ BT 1,308,925 963,892
us$ ETT 12,010,991 7,798,718
RMB AR 1,091,726 1,582,495
14,482,921 10,478,876
24,266,846 16,363,891
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19. Debt Securities in Issue (continued)

(a)

The outstanding balance of HK$9,783.9 million as at 30 June 2018
(31 December 2017: HK$5,885.0 million) stated at amortised cost
represented unsecured notes issued by the Company under the
Medium Term Note Programme (the “"MTN Programme”). As at
30 June 2018, the debt securities in issue bore fixed interest rates
ranging from 0.7% to 3.4% (31 December 2017: 0.9% to 2.8%). The
carrying amounts of the debt securities in issue approximate to
their fair values as the impact on discounting is not significant.

As at 30 June 2018, the outstanding balance of HK$14,482.9
million (31 December 2017: HK$10,478.9 million) represented
unlisted structured notes which arose from selling structured
products generally under the MTN Programme with underlying
investments related to listed and unlisted equity investments,
listed debt investments and unlisted fund investments.

The Group has not had any defaults of principal or interest, or
any other breaches with respect to their liabilities for the six
months ended 30 June 2018 (2017: Nil).

The debt securities in issue are repayable on demand and the
Group has a practice to satisfy the request for redemption on
the settlement date.

R B 35 R B

19. ERTTREEBSH (&)

(a)

RZE-NFRA=1TH  R#&H
X AR 51) B B9 R {E 8 #2 889,783.98
EETCE—tF+A=+—
B :5885.08& 8L EARAIR
ERHRES ((FHRREFE)
BITHEERRER - R-ZF—/\F
RNRA=+B EBTEBESFRE
EMENF07%E34% (ZF—+t
F+ZRA=+—8:09%%28%)
B AREMRNFELTK
EETEFEFNEEEEER
FEMBE -

RZZE-NFARA=+H  REE
HRER44829A8ET(ZT—t
F+ZA=+—H:10478988%
JT)  HE—RIRE TR R A S5
ERBERELANGFELMABESR
I HEERER FHRIEETRA
BE LWMEBREMELTES
KERR -

REBREBE-_Z-/\FRA=1H
ERBEAYEHERAE - FEKE
MEMRETEEENER(ZF—
& &)

BETEBRES

AIRBREE W

AEENEBEHRESANBH TR
BOZK-
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20. Financial Liabilities at Fair Value through Profit

20 BLAFEHAARZH SR

or Loss AR
As at As at
30 June 31 December
2018 2017
R-ZE—N\F RZZT—+LtF
AXB=+H +ZA=+—H
Unaudited Audited
kBER L'
HK$'000 HK$'000
FTET F& T
Financial liabilities held for trading: HEEENGSRAE:
- Listed equity securities - FTRARRE S 5,925 6,634
— Listed debt securities - FTEBES 3,011,159 1,573,357
Financial liabilities designated as at fair B EZRAFEFABZNEH
value through profit or loss BfE
— Financial products (Note) - B E ST 5,366,632 7,428,785
8,383,716 9,008,776

Note: Included in the fair value in financial products are cash collateral
of HK$2,177 million (31 December 2017: HK$2,177 million)
received from counterparty.

The amount of change in fair value of financial liabilities at fair
value through profit or loss, during the period and cumulatively,
attributable to changes in own credit risk was insignificant.
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21.

Obligations under Repurchase Agreements

The obligations under repurchase agreements arise when the
securities are sold by the Group with a concurrent agreement
to repurchase at a specified later date and price. These
securities are not derecognised from the Group's consolidated
statement of financial position and are retained within the
appropriate financial assets classification. The amount received
by the Group is recognised as liabilities as the Group retains
substantially all risks and returns of the securities.

As at 30 June 2018, the outstanding amount received from
repurchase agreements was HK$7,912,196,000 (31 December
2017: HK$6,244,957,000) and was recognised as obligations
under repurchase agreements.

The following table specifies the amount included within
financial assets at fair value through profit or loss subject to
repurchase agreements at the period end (Note 14).

21.

R B 35 R B

[0 B th B9 R TR

AEBERBOEHZLER S &
SRR —HGEAIRIEERZA
HEEREABES ZREBHFLE
NV SE TGl B B e T
R ARBEEESCREENRA -
AEBUBMHRAERRAE  RA
EAKRERBBFNBAES AR
Ko Bl e

R-ZE—NFEXA=1H mOEH
FWER R B IERT,912,196,000
Br(ZCE2—+tF+=-A=+—8:
6,244,957,0005% 7T) + WHER & B B
HHEMEE -

TRFANYPRZLAFEFAARS
B & RE E P X O AR R AR
8 (B FE14)

As at As at
30 June 31 December
2018 2017
RZE—N\FE R-ZT—+tF
AXB=+H +=ZA=+—H
Unaudited Audited
ey L 3 KEZ
HK$'000 HK$'000
T#T FAT
Financial assets held for trading FEBENSREE
— Listed debt securities - FTEBE 4,954,581 3,413,827
— Unlisted debt securities - FEEMEBES 298,557 228,758
Financial assets designated at fair value HBEE A FEFAETH S E
through profit or loss EE
— Financial products - 2HEH®R 5,371,542 4,443,574
10,624,680 8,086,159
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22.

23.

Other Equity Instrument

On 15 June 2016, the Company issued US$300 million
subordinated perpetual securities (the “Perpetual Securities”)
with an initial distribution rate of 4.5% per annum. Distributions
are paid semi-annually in arrear and the first distribution date
was 30 October 2016. The Company may, at its sole discretion,
elect to defer any distribution. The Perpetual Securities do
not have maturity date and are only callable at the Company’s
discretion on 30 April 2019 or on any distribution payment
date after 30 April 2019. After 30 April 2019, the distribution
rate will be reset to 3 year US swap rate plus 8% per annum.
The Perpetual Securities constitute direct, unconditional,
subordinated and unsecured obligations of the Company and
are classified as equity instrument and recorded as equity in
the consolidated statement of financial position.

Subsequently, the Company made an offer to repurchase the
Perpetual Securities for cash on 4 May 2018. The price payable
per US$1,000 principle amount of the Perpetual Securities
was US$1,000 together with accrued distribution payments.
Upon expiration of offer on 18 May 2018, Perpetual Securities
of an aggregate notional amount of US$255,000,000 were
repurchased by the Company and an aggregate amount of
US$45,000,000 were remain outstanding. The amount as at
30 June 2018 included the accrued distribution payment.

22. Rt TR

RZZ—XREXATER  ARRF
T3MEE TR BKEEF ([KEE
1) NIE D IREREELS% » DIk
BREFFHRREIN > BRDIKA
BR_F—R"FTA=1H - ARF
AERETERECREEADIK - X
BESITEINHAEARFEATRS
F-NEFHA=+THK =T -NFN
A=ZtHEMNEMN2RXNBEETTE
B —F-NFMOA=1+HE DIk
ERERB=ZFHMETIEHN TN
FEE% - KEEHFBRARANE
B BRM RERBEREE X
DERERTE REAMBNRR
RPEIEREE -

Hig  ARBIR-_ZE—-N\FHAMH
REZHVUNRCOBKEZRS - &
1,000€ T A BEKEREFNENE
% 731,000 7T o0 £ B 5T 0 BCAT 3R e
RZZE-NFREATN\A2HELRE -
A2 R [B] B TH B 42 58 255,000,000
TTHKBEES  MAEENERR
45,000,000% 7T - BRAREAR-ZT—
NERA=+HFF AR DERRK -

Share Capital 23. & &
Number of
issued and
fully paid
shares  Share capital
BRTRH#RE
BR®A 133
HK$'000
THET
At 1 January 2017 R-ZZE—t&F—H—H 6,965,301,142 6,054,025
Shares issued upon exercise of share options FERRET BB N THEBREMETH
under the share option scheme (Note 24) A% 1 (Wt 5£24) 40,379,343 64,035
At 31 December 2017 and 1 January 2018 RIZB—tF+-A=+t—-0K
—Z-N\¥—A—H 7,005,680,485 6,118,060
Shares issued upon placing of shares Fie & B 7 B AT AR 19 700,000,000 1,992,848
Shares issued upon exercise of share options ERETEBNTHEBREMETH
under the share option scheme (Note 24) B 17 (Y 5£24) 9,692,605 14,581
At 30 June 2018 RZZE-—N\FXA=TH 7,715,373,090 8,125,489
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23.

24.

Share Ca pital (continued)

Pursuant to the placing and subscription agreement (the
"Agreement”) dated 24 January 2018, Guotai Junan Holdings
Limited ("GJHL") agreed (i) to place 700,000,000 ordinary shares
of the Company, through Guotai Junan Securities (Hong Kong)
Limited, as the placing agent, to independent parties at the
placing price of HK$2.85 per placing share and (ii) to subscribe
for same number of ordinary shares of the Company that GJHL
has placed mentioned above at a subscription price of HK$2.85
each. On 6 February, 2018, the Company allotted and issued
700,000,000 ordinary shares to GJHL at the subscription price of
HK$2.85 each. After deducting the expenses in connection with
the top up placement, the increase in share capital attributable
to the Group and the Company were HK$1,993 million and HK$
1,987 million respectively.

Share Option Reserve

The Company operates a share option scheme (the “Share
Option Scheme”) for the purpose of assisting in recruiting,
retaining and motivating key staff members. The Board
of Directors has the discretion to grant share options to
employees and directors of any members of the Group,
including independent non-executive directors. The Share
Option Scheme became effective on 19 June 2010 and, unless
otherwise cancelled or amended, will remain in force for 10
years from that date (i.e., 18 June 2020).

The total number of shares which may be issued upon exercise
of all share options to be granted under the Share Option
Scheme must not in aggregate exceed 10% of the shares of the
Company in issue at the date of approval of the Share Option
Scheme (i.e. 164,000,000 shares). The maximum number of
shares issuable under share options to each eligible participant
in the Share Option Scheme within any 12-month period is
limited to 1% of the shares of the Company in issue at any
time (i.e. 16,400,000 shares). Any further grant of share options
in excess of this limit is subject to shareholders’ approval in a
general meeting.

23.

24.
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24. Share Option Reserve (continued) 24. FRRRIEGEON )

90

Share options granted to a director or chief executive of the
Company, or to any of their associates, are subject to approval
in advance by the independent non-executive directors. In
addition, any share options granted to a substantial shareholder
or an independent non-executive director of the Company, or
to any of their associates, in excess of 0.1% of the shares of the
Company in issue at any time or with an aggregate value (based
on the price of the Company's shares at the date of grant) in
excess of HK$5 million, within any 12-month period, are subject
to shareholders’ approval in advance in a general meeting.

The offer of a grant of share options may be accepted within
28 days from the date of offer, upon payment of a nominal
consideration of HK$1 in total by the grantee. The exercise
period of the share options granted is determinable by the
directors, and ends on a date which is not later than ten years
from the date of offer of the share options.

The exercise price of share options is determinable by the
directors, but may not be less than the higher of (i) the Stock
Exchange closing price of the Company’s shares on the date of
offer of the share options; and (ii) the average Stock Exchange
closing price of the Company’s shares for the five trading days
immediately preceding the date of offer.

The expected volatility and the expected dividend yield reflect
the assumptions that the historical volatility and the historical
dividend yield, respectively, are indicative of future trends,
which may not necessarily be the actual outcome.

For the period ended 30 June 2018, 1,200,000 and 3,000,000
share option were lapsed and forfeited respectively (2017: no
share option was lapsed or forfeited) prior to the vesting date
as a result of staff resignation.

Share options do not confer rights on the holders to dividends
or to vote at shareholders’ meetings.
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24. Share Option Reserve (continued)

9,692,605 share options were exercised during the period
ended 30 June 2018 (2017: 28,463,932 share options), resulting
in the issue of 9,692,605 shares (2017: 28,463,932 shares) for a
total cash consideration of HK$10,930,000 (2017: HK$35,978,000).
An amount of HK$3,651,000 (2017: HK$10,702,000) was
transferred from the share option reserve to the share capital
account upon the exercise of the share options. The weighted
average share price at the date of exercise for share options
exercised during the period was HK$2.41 per share (2017:
HK$2.51 per share).

For the period ended 30 June 2018, the Group has recognised
an equity-settled share-based compensation expense of
HK$1,677,000 for the share options under the Share Option
Scheme in profit or loss (2017: HK$3,149,000).

Movements of share options outstanding under the Share
Option Scheme during the period/year are as follows:

R B 35 R B

24. Rt GE 2

BE_Z-\FXA=+AHILHH -
59,692,605t B R TR (ZF
—t F:28,46393217 FE A #E) - &
B3 179,692,605 lr th (= F — &
F 28,463,932/ B fn) - R EIR
© (B #%10,930,0008 (== —
+ 4 : 35,978,000 JT) o 7 & AR #E
E1TE#% - 3,651,000 T (ZE—+
% 10,702,000 7T) &) 5K %8 5 A
HREEERERER NP RNETT
ERERERITER B mE TS
REAFHR24ET(ZE—LF: 8
P&2.51% 7T) -

BHE_Z-N\FRA=1THILHH -
AEEC BB S AT B E
RERERAESEEARDRE
M ER 1,677,000 T (=2 —
+4F : 3,149,000% 7T) °

519, 79 R B MR BT 0 KA 52
BB BT

30 June 2018 31 December 2017
—E-N\FEXRA=+H —E—+F+=-A=+-—H
Weighted Weighted
average average
exercise Number of exercise  Number of
price options price options
mEFH mEFH
fTEE BEE®sE TEE BREZE
HK$ per HK$ per
share share
BERET BRET
At 1 January n—HA—H 2.071 70,886,908 1.692 101,266,251
Granted during the period/year 8/ FNED — — 2.440 10,000,000
Forfeited during the period/year  H1,/F /21K 4.854 (3,000,000) — —
Lapsed during the period/year Hi/ERRW 4.346 (1,900,000) = —
Exercised during the period/year  H1 /F X171 1128 (9,692,605) 1.212  (40,379,343)
At 30 June/31 December RAA=Z+R,/
+-A=+—H 2.008 56,294,303 2.071 70,886,908
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24. Share Option Reserve (continued)

25.

At the end of the reporting period, the Company had
56,294,303 (31 December 2017: 70,886,908) share options
outstanding under the Share Option Scheme, which
represented approximately 0.73% (31 December 2017: 1.01%)
of the Company’s shares in issue as at 30 June 2018. The
exercise in full of the remaining share options would, under the
present capital structure of the Company, result in the issue
of 56,294,303 additional ordinary shares of the Company and
additional share capital of HK$113,053,000 (before issuance
expenses). The option periods of the share options are
from 24 April 2012 to 9 June 2021, from 10 January 2014 to
9 January 2024, from 11 June 2015 to 10 June 2025 and from
13 July 2017 to 12 July 2027.

Share Award Reserve

On 27 October 2011, the Company adopted the share award
scheme (the “Share Award Scheme”) under which shares of the
Company (the “Awarded Shares”) may be awarded to selected
employees (including directors) of any members of the Group
(the "Selected Employees”) pursuant to the terms of the scheme
rules and trust deed of the Share Award Scheme. The Share
Award Scheme became effective on the adoption date and,
unless otherwise terminated or amended, will remain in force
for 10 years from that date, i.e., 26 October 2021.

The aggregate number of the Awarded Shares permitted to
be awarded under the Share Award Scheme throughout the
duration of the Share Award Scheme is limited to 10% of the
issued share capital of the Company as at the adoption date
(i.e., 164,000,000 shares). The maximum number of the Awarded
Shares which may be awarded to a Selected Employee in any
12-month period up to and including the date of award shall
not in aggregate exceed 1% of the issued share capital of the
Company as at the adoption date (i.e., 16,400,000 shares).

When a Selected Employee has satisfied all vesting conditions,
which might include service and/or performance conditions,
specified by the Board of Directors of the Company at the time
of making the award and become entitled to the shares of the
Company forming the subject of the award, the trustee shall
transfer the relevant Awarded Shares to that employee at no
cost.
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25. B {7 5% W6 i (=)

25. Share Award Reserve (continued)

The voting rights and powers of any shares held under the Share
Award Scheme shall be exercised by the independent trustee
who shall abstain from voting.

Details of the Awarded Shares granted and unvested as at

B RFEABRETER D ERE
BTRHRENBROOAERERLE
N EBIZTABRERERE -

RZB-NEFERA=ZTHEHRERKRE

30 June 2018 are set out below: BRERBRMDOFBERIOT

Number of  Number of  Number of  Number of
Average Awarded Awarded Awarded Awarded
Date of Awarded fair value Shares Shares Shares Shares  Vesting
Shares granted per share granted vested lapsed unvested dates
BERFY EHEmD EREER EXRMEM XEBEM
BHEMEGHEY NFEE B in &y B B B in &y B B B i &y B B BiMBE REAM
18/4/2016 HK$2.79% 7t 27,987,000 (18,951,000) (1,575,000) 58,000  4/10/2018
7,403,000  30/11/2018
13/4/2017 HK$2.447% 7t 26,628,000 (9,960,000 (1,373,000) 7,659,000  30/11/2018
7,636,000  30/11/2019
13/4/2018 HK$2.367% T 34,804,000 (211,000 (730,000) 11,343,000  30/11/2018

11,282,000  30/11/2019
11,238,000  30/11/2020

The Group has recognised a share-based compensation
expense of HK$26,752,000 for the Awarded Shares under the
Share Award Scheme in profit or loss (2017: HK$32,787,000).
447,000 Awarded Shares have been either transferred to the
grantees or sold in accordance with their instructions at no cost
(2017: 2,284,000) for the period ended 30 June 2018.

1,831,000 Awarded Shares lapsed prior to their vesting date as
a result of staff resignations for the period ended 30 June 2018
(2017: 802,000 Awarded Shares).

After considering the number of shares which were granted in
prior years, as at 30 June 2018, the total number of the Awarded
Shares that can be awarded was 37,381,000 which represented
approximately 0.48% of the Company's shares in issue as at
30 June 2018.

REBECD RN EEEIBETHRE
PR T8 25 HE SR AR D AR B RE RO R 15
26,752,000 T (ZE — L 4
32,787,000/ 7T) - BME=—T—/\FX
RA=+HILEM - 447,0000% 5 @) A%
MEBBEEHETARARBRERSE
MIERHE (2T — £ 4 2,284,000
Be) o

BE_Z—)\FXA=+HILHH -
M8 TR - 1,831,0000% £ &) ik
7 (ZF — + 4 : 802,0004% 22 B fix
) PR B B B BRI R R -

REBBEFEMBRHZBROHE -
RZEBE-NERA=1TH AIETE
B e 22 ) P 1) 42 2045 37,381,000A% -
HNEEARAR_E-N\FRA=1+H
BTN E0.48% °
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26. Shares Held under the Share Award Scheme 26. B EBHBBEBTIIFED

B% {3
Movements of shares held under the Share Award Scheme HA/ FRAREBEROERTEFE
during the period/year are as follows: BBt BV B B AT
30 June 2018 31 December 2017
ZE—-N\EXRA=TH —T—tF+-A=+—8
Number of Number of
HK$'000 shares HK$'000 shares
THET BRiA&A FEL W1 B
At 1 January R—A—H 181,281 61,800,400 214,323 62,804,400
Purchased during the period/year #1/FREBEE 23,588 10,353,000 72,786 29,546,000
Vested and transferred out B/ FRNEERES
during the period/year (2,250) (447,000) (105,828) (30,550,000)
At 30 June/31 December wAA=+B/
+-A=+—H 202,619 71,706,400 181,281 61,800,400
During the six months ended 30 June 2018, the trustee He_Z—N\NFNA=+tHLMHE
acquired 10,353,000 ordinary shares (31 December 2017: A ARG BT & A 2K
29,546,000 ordinary shares) of the Company for the Share A (BEEBER S A)#23,588,000
Award Scheme through purchases in the open market at a BT ZE2—+tF+H=+—8:
total cost, including related transaction costs of approximately 72,786,000% L) E AR W IH E A
HK$23,588,000 (31 December 2017: HK$72,786,000). 10,353,000 A AR EBR (= —
tF+-A=+—H:29546,0008%
L) o
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27. Operating Lease Commitments, Capital

Commitments and Other Commitments

As at 30 June 2018, the Group had total future minimum lease
payables under non-cancellable operating leases falling due as
follows:

R B 35 R B

27. EEHARE BEFERER

H i & &

R-ZB-NEXA=+A AEER
i 7 B 8 40 24 T O 25 A B R
) B B 5 5K B 1 % 65 7L K0 4 5
T -

As at As at

30 June 31 December

2018 2017

R-ZE—N\E R-ZT—LF

AB=+H +=-—A=+—H

Unaudited Audited

KIEER LR A%

HK$'000 HK$'000

THT FAT

Within one year —FR 18,628 3,397
In the second to fifth years, inclusive —FEhF(BEEEMRS) 44,048 —
62,676 3,397

Capital commitments

The Group had capital commitments for system upgrade and
renovation of premises of approximately HK$14,100,000 which
were contracted but not provided for as at 30 June 2018
(31 December 2017: HK$3,026,000).

Other commitments

The Group undertakes underwriting obligations on placing,
IPO, takeover and merger activities and financial obligations
to loan facilities granted to customers. As at 30 June 2018,
the underwriting and financial obligations were approximately
HK$2,624 million and HK$113 million respectively (31 December
2017: HK$2,836 million and HK$159 million) and an ECL
allowance of HK$67,000 (31 December 2017: HK$13,000) was
provided.

EARERE

AEBRRGEABRRYERHIELD
BARAYEX14,100,0008 7T %A
BEIHNEY AR -_E-—NEFENA=1
BFAEEB(E—+Et+_A=+
—H 3,026,000/ JT) °

H At & 45

AEFBARE BAAREE W
BREHEIDREBEAEARRBE
FTEFHNERBMERERE AR -
R-T—-NEXA=1H " &L
BAEED NN R2,624BEETR113
BEET(CE—tFE+-_A=1+—
H:2,836E&BTRISOEEST)
WATHE T8 8 {5 BB R 67,0008 T
(ZZ—t4F+=-A=+—H:13,000
BIT) e
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28. BEGSDEEMBRAGRAE

For the six months ended

28. Cash Flows from Operating Activities

96

30 June
B@EXNA=TALKER
2018 2017
ZE—)\§ —T—+tF
Unaudited Unaudited
REER REEZ
HK$'000 HK$'000
THET FET
Cash flows from operating activities REFHEENB RS
Profit before income tax B BT 15 %6 B & A 636,986 871,230
Adjustments for: AR
Depreciation e 18,363 19,674
Share-based compensation expenses VAR 0 % BB 0 57 B B 28,429 35,936
Net impairment charge on loans and BRTEPHMER R BHRE
advances to customers X 188,168 12,516
Net impairment charge on accounts & W TE R (B 3 R R
receivable 6,947 1,512
Foreign exchange difference on provision JFE W R TE RLME B R 0 SN EE = AR
for impairment of accounts receivable 21 33
Net reversal of impairment charge on other HineREERBEREAERE
financial assets and loan commitments B ] EE (504) (15,961)
878,410 924,940
Decrease/(increase) in other assets Hih & Em A, () 7,415 (2,715)
Decrease in loans and advances to customers % FEFEHE 3 &2 FOH 2,418,741 2,326,541
Increase in accounts receivable JIE Mg S TE 5 N (1,299,358) (2,755,484)
Increase in receivable from [ 17) [2] B 175 &2 FE U 3R I 3E AN
reverse repurchase agreements (1,242,860) (164,294)
Increase in obligations under B FE 1 0 B 75 55
repurchase agreements 1,667,239 2,491,241
(Increase)/Decrease in prepayments, BRRE e kEMERRE
deposits and other receivables (&), m (302,575) 26,929
Increase in financial assets at fair value BATEFAEZNSHEELN
through profit or loss (4,447,782) (4,559,610)
Decrease/(increase) in derivative financial TESBMIT AL,/ (M)
instruments 36,061 (25,921)
(Decrease)/increase in financial liabilities at BEATEAABENSRAE
fair value through profit or loss R,/ (625,060) 842147
(Increase)/decrease in client trust bank balances & FE{E:tRT&HGEM), F D (2,860,511) 673,905
Increase in time deposits with original maturity EUEREEEARB=@EA 2 T 5
more than three months when acquired 7 & (117,297) (6,000)
Increase/(decrease) in accounts payable FEHFRIEE 0, OB A) 2,526,227 (316,319)
(Decrease)/increase in other payables and HiENFERESFEECRD),/
accrued liabilities o (281,703) 65,184
Provision for impairment on accounts receivables F 4 & & B 75 3R & 2% B 895 if &
on adoption of HKFRS 9 JE WK TR A R B R R — (4,753)
Provision for impairment on client FER N E B 0BRGN E5 ML
trust bank balance on adoption of HKFRS 9 REEARTERELRERE — (22,332)
Provision for impairment on loan commitment on E M & 5 B 75 3R & 2% B £ 95 i &
adoption of HKFRS 9 EFEREELRERE — (149)
Provision for impairment on loans and advances R M & i B 7 3R & £ B 5595 M 4
to customers on adoption of HKFRS 9 BTEPHERRBTELRE
BE — (236,346)

Provision for impairment on other receivables on
adoption of HKFRS 9

REMB LR EREERLRT Y
HoAth & SROR 1F R (B B

— (110)
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28. Cash Flows from Operating Activities (continved) 28. BEEHEENRSRE @)

For the six months ended

30 June

BEEXNA=+HLXER
2018 2017
—E-)\f§ B+
Unaudited Unaudited
REER REERZ
HK$'000 HK$'000
THET FAT
Cash used in operations REEEEAIR S (3,643,053) (743,146)
Hong Kong profits tax refund 2REEENER = 20
Net cash flows used in operating activities KETEHNELREFE (3,643,053) (743,126)

Cash flows from operating activities included: &&EEENRESRERE:

— Interest received - BIFE 699,956 631,062
— Interest paid -BERFE 312,288 167,052
- Dividend received -BWKE 2,181 1,794
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29. Related Party Transactions 29. MBEAES
(@) In addition to the transactions and balances set out (@) BEAEEZHPHEEREAM
elsewhere in the unaudited interim financial information, EEMEMNRS RERIN R
the Group had the following material transactions with SENENEBETETIAT
related parties during the period: BARS:
For the six months ended
30 June
BEANAZ=+HILEAKMER
2018 2017
ZE-N\F —T—+F
Unaudited Unaudited
REE REEZ
Notes HK$'000 HK$'000
Bt =% FHET FHET
Commission expenses to the XN THREERARINAS
ultimate holding company X (i) (852) (1,123)
Commission expenses to the FRARBEBBIEEIR
ultimate holding company for E#&RQFINEEFARHE
trading in RMB Qualified Foreign NP HEERARNASE
Institutional Investors (RQFII) 53
account (i) (205) (102)
Professional and consultancy fees X FRAMB AR B
paid to a fellow subsidiary rFAE (iii) (15,000) (9,320)
Commission income from a fellow AR R E QT WEHE
subsidiary WA (iv) 505 —
Commission income from an BHRNERDENEE RS
intermediate holding company W A (v) 620 1,938
Commission income from the BEKERARKRNMHES
ultimate holding company A (vi) 18 33
Underwriting fee and sponsor fee  B&R & TR A 7 WA £ 8
income from the ultimate holding EREEEUW A
company (vii) — 176,304
Management fee income from a EAXRRI2EMBARE R
public fund managed by a wholly-  FR RZK B2 RFNiE
owned subsidiary of the Company RAFRKENLREEEHK
and invested by a fellow subsidiary BHEBEMH A
and the intermediate holding
company (viii) 2,846 2,721
Commission income from the public BAZE & WEHE WA
fund (ix) 268 83
Equity distribution on Perpetual XA FHRNERRAB A KE
Securities paid to the intermediate & A& EH DR
holding company (x) (25,013) (21,853)
Commission income and interest BAEBEEERHZETRE
income from the directors and B B WER B9 A & 5 A K A
their close family members of the B A
Group (xi) 228 110

98 Guotai Junan International Holdings Limited | 2018 Interim Report



29. Related Party Transactions (continued)

(a)

(continued)

Notes:

(i)

(iii)

(iv)

(vii)

The commission expenses to the ultimate holding company
were calculated based on the percentage of the transaction
value stated in the Cooperation Agreement signed with a
wholly-owned subsidiary of the Company.

The commission expenses to the ultimate holding company
were calculated based on the percentage of the transaction
value through RQFIl account as stated in the Cooperation
Agreement signed with a wholly-owned subsidiary of the
Company.

The professional and consultancy fees paid to a fellow
subsidiary for the provision of capital market information
were charged at HK$15,000,000 for the period ended
30 June 2018 (2017: HK$9,320,000).

The commission income received from the fellow subsidiary
was based on the pricing stated in the signed brokerage
agreement with wholly-owned subsidiaries of the Company.

The commission income received from the intermediate
holding company was based on the pricing stated in
the signed brokerage agreement with wholly-owned
subsidiaries of the Company.

The commission income received from the ultimate holding
company was based on the pricing stated in the signed
brokerage agreement with the wholly-owned subsidiary of
the Company.

The underwriting and sponsor fee income received
from the ultimate holding company was based on the
underwriting and sponsor agreement with the ultimate
holding company.

R B 35 R B

29. MBAB RSB

(iii)

(iv)

(vii)

SN TFREZERARNAES
FXTRERRAN —K2
EMBARZLNAERZE
FIAMRZEBED LA E -

XN FEEERATDNMS
FXTRERRAN —K2
EMBARZILNAERZE
5118 3% B RQFII Bk P 1T H)
RHEEDLEFE -

BE_ZT-\$XA=T1H
IR R RN E AR R
HEATHEARNEER
%+ # X 1415,000,0005% 7T
(ZZ —+%:9320,000%
7)) @

BREMEAR KRN AL
WAREARBZEME AR
ARV WKL HEIANTE

BT ERLREERSAS
WAREARBZEME A
ARV WKL HHEIANTE

B & R4
LN
B AR
AR (B

A% X B UER & 18 £
AAR—H2EHK
S H9 48 4C 1 5 51 B
7

o

=
%=
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29. MBAB D@

(%)

29. Related Party Transactions (continued)

(@) (continued) (a)

Notes: (continued) e (&)

100

(viii)

(xi)

(xii)

(xiii)

The management fee income received from the public fund
managed by a wholly-owned subsidiary of the Company
and invested by a fellow subsidiary and the intermediate
holding company was charged based on the percentage
prescribed in the investment management agreement.

The commission income received from the public fund
mentioned in note (viii) above was based on the percentage
stated in the signed brokerage agreement with another
wholly-owned subsidiaries of the Company.

The equity distribution on Perpetual Securities paid to the
intermediate holding company was based on the initial
distribution rate stated in the subscription agreement with
the Company.

The commission income and interest income received from
the directors and their close family members of the Group
was based on the pricing stated in the signed brokerage
agreement with a wholly-owned subsidiary of the Company.

Included in the Group's accounts receivable was a broker
receivable due from the ultimate holding company of
HK$36,813,000 (31 December 2017: HK$16,704,000) arising
from dealing in securities as at 30 June 2018. The credit
terms provided to the ultimate holding company were
consistent with the practice of the securities dealing
industry. The balance was unsecured, interest-free and
receivable on the settlement day under the relevant market
practices.

Included in the Group's accounts payable was a broker
payable due to the ultimate holding company of
HK$5,143,000 (31 December 2017: HK$6,723,000) arising
from the dealing in securities as at 30 June 2018. The
balance was unsecured, interest-free and payable on the
settlement day under the relevant market practice.

Guotai Junan International Holdings Limited | 2018 Interim Report

(viii)

(xi)

(xii)

(xiii)

BALE—H2EMERA
& 3% 0 i — ] [R) R T A A
RANEBEARRENAE
ERBNERBRARE
BERGHEITANED LI
5o

B Flk (i)W AR ES
WOER #) 0 & A H BRARA
AE—ME2EMBRRKL
M AR R B D H
5o

AT TR E B A R Yok AR
EHEEDIKEEARRER]
A RS PR EOE P
REDIK °

BASEESRREZETRK
PR B W ER 898 & K B B A
ZEANB2EMBARZ
LB AE A0 1 R 51 BR B TE (B UL
= o

AEBENEKRBARER -
Z-NFRA=ZTHEERZE
FEENEBRZEERA
A 4% 40 e W 3K TH 36,813,000
BR(CE—tF+-A=
+—H:16,704,000/%7T) -
M&EEERATIRENEE
GREBFEEITENED
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ZEEARREER 2B RA
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AEENENFKERER
Z-NFRXA=ZTHEERZE
FEENBNREERAF
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29. Related Party Transactions (continued)

(@) (continued)

Notes: (continued)

(xiv)

(xv)

(xvi)

(xvii)

(xviii)

Included the Group's accounts payable was the accounts
payable due to the fellow subsidiary mentioned in note
(iv) above of HK$62,822,000 arising from dealing in
securities and futures (31 December 2017: HK$93,844,000).
The balance is unsecured, interest-free and payable on
demand.

Included the Group's accounts payable was the accounts
payable due to the intermediate holding company
mentioned in note (v) above of HK$9,345,000 arising
from dealing in securities, futures and leveraged foreign
exchange (31 December 2017: HK$11,595,000). The balance
is unsecured, interest-free and payable on demand.

Included the Group's accounts payable was the accounts
payable due to the ultimate holding company mentioned
in note (vi) above of nil amount arising from dealing in
securities (31 December 2017: HK$221,000). The balance is
unsecured, interest-free and payable on demand.

Included
management fee receivables due from public fund

in the Group's accounts receivable were

managed by the wholly-owned subsidiary mentioned
in note (viii) above of HK$462,000 (31 December
2017: HK$438,000) arising from the provision of asset
management services as at 30 June 2018. The balances
were unsecured, interest-free and receivable monthly in
arrears.

Included in the Group's accounts receivable from a public
fund managed by the wholly-owned subsidiary mentioned
in note (ix) above arising from dealing in securities was
HK$12,644,000 (31 December 2017: HK$2,959,000) as at
30 June 2018.

R B 35 R B

29. MBAB RSB

(xv)

(xvi)

(xvii)

AEEMENRERIEESR
BHERPEEEWEMN Lt
M s (v IR kB AR B RQ
A) 3 162,822,000 T (=
T—tE+-_fA=1+—81:
93,844,000 TT) ° #% 4 #4
TyEEE - R B RARER
B o

AEENEMNFBRER
BEEZH  HERERIN
= R A S
WMEEBHFNERAF
X 189,345,000 (= =
—+tF+=ZA=+—8:
11,595,0007% 7T) » 7% % #%
TyEEE - R B RARER
B o

AEBNEMRBELERER
B A AR LB R
(Vi) 12 B B9 B 48 PR AR 1 Al 3K
BHRT(ZE—+tF+=ZA=
+—H:221,000& T) ° %
HETVEIEE - 2B RAR
BREFLAL o

AEBEHRUEFKEBRER =
E-N\FERA=THREEH
EEEERBEENER L
B S (vil) 12 & ) 2 A I B
RAEBAEESHNERE
462,000 T (—F—t 5+
— A=+ —H:438,000/%
TL) o HAERTIEER - &
BERAGAXS -

(xviii) AZZE—N\FEXNA=+H " &

SEERFABERERR
% EE B JE U bt B EE (ix)
RENZEMBRREEN
N5 E® RIE12,644,000%
(Bt F+ A=+~
H :2,959,000% 7T) °
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29. MBAB D@

29. Related Party Transactions (continued)

102

(@) (continued) (@) (&)
Notes: (continued) M : ()
(xix) Included in the Group's balance of Perpetual Securities (xix) ZANEEEAEWNEXBKE
mentioned in note (x) was nil amount as at 30 June FBHEEHBERZ-_Z N
2018 (31 December 2017: HK$971,125,000) owned by an EXNA=Z+TBHHPNER
intermediate holding company. The accrued distribution RAEBEHRELRET(ZT
payable to the intermediate holding company was nil —t&+=-RA=+—H:
amount (31 December 2017: HK$7,316,000). 971,125,000 7T) » fEfF R
NEBRRBOESDIRAET
(ZE—tF+-RA=+—
H:7,316,000/& T) °
(xx)  Included the Group's accounts receivables was the accounts (xx) AEEBNEKFEBRFEEE
receivables from the directors and their close family BH BHERBIEIINEE
members of the Group mentioned in note (xi) above of A A R R B R (xi) 1R K
HK$4,535,000 arising from dealing in securities, futures WAEBESREBZRERK
and leveraged foreign exchange (31 December 2017: X B 784,535,000 7T (=
HK$1,592,000). The balance is unsecured, interest-free and T—+tHF+ZA=+—H:
payable on demand. 1,592,000 7T) ° & 88 T)
I - B8 RARERE
FAF e
(xxi) Included the Group's accounts payable was the accounts (xxi) AEEHNENREREEE
payable due to the directors and their close family BH - BERERIMNEEE
members of the Group mentioned in note (xi) above of /Y FE 1 bl B (xi) 1R R /9
HK$13,646,000 arising from dealing in securities, futures AEBMESREERRERK
and leveraged foreign exchange (31 December 2017: B 3K 1813,646,0005% 7t (=
HK$28,435,000). The balance is unsecured, interest-free and T—+tHF+ZA=+—H8:
payable on demand. 28,435,000/ 7T) » % # 84
TYEER - 28 RARENR
W2 A o
(xxii) Included the Group's accounts payable was the (xxii) AEBEHNENREREEE
accounts payable due to immediate holding company BHFEENENTRNIZER
of HK$100,663,000 arising from dealing in securities A A % 18100,663,0005% 7T
(31 December 2017: nil). The balance is unsecured, interest- (ZE—tF+=-R=+—
free and payable on demand. B ) o ZAEBRTIEIKM
RERARERKIA -
(xxiii) Included in the Group's prepayments, deposits and other (xxiil) R=ZZE—-NFRA=+H "

receivables was a receivable from a fellow subsidiary of
the Company mentioned in note (iii) above arising from
the provision of professional and consultancy service
amounting to HK$3,125,000 (31 December 2017: nil) as at
30 June 2018.
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29. Related Party Transactions (continued)

(b)

The Group's ultimate holding company, Guotai Junan, is
subject to the control of the PRC Government which also
controls a significant portion of assets and entities in the
PRC (collectively referred to as “state-owned enterprises”).
Therefore, transactions with state-owned enterprises are
regarded as related party transactions.

Majority of the bank borrowings and deposits of the
Group were entered into with state-owned banks. In
addition, the Group enters into transactions with state-
owned enterprises that relate to the Group's normal
business activities, including but not limited to brokerage
services, corporate finance business, asset management
business, loan and financing business and investment
holding and market making business. These transactions
are entered into in the ordinary course of business at
arm’s length and under the normal commercial terms
and conditions as to those that would have been entered
into with non-state-owned enterprises, which were not
considered individually significant in accordance with
HKAS 24.

Compensation of key management
Group:

personnel of the

R B 35 R B

29. MBAB RSB

(b)

(c)

AEBREERARBRER
B AR B R AT AR ) P B O
HEHFPEBEAERNCEER
CRBBAIBEARED -
b AEEBEBEELRITLZ
REZBUBERARBETRS °

ANE B KRB D|ITERRIFK
VREBBRITRIL  #E5 -
AEBEEBEARLRETHARAE
BRATEBIBEMNRS
BREETRNERLRYE X
BMEXY BEEEXK &
AEBMERS REEKR R
MER - ZEXZHINAEE
BBRBPATHIZEFEA G
FETHRSBLUNERHE
R RAREETT - LIRBEE
BETERIZE 245808 8 AR R &
MEBAZS °

AEBTEZEEASHMH:

For the six months ended

30 June

B8EZANB=1+HLKMEA
2018 2017
—E-N\EF —E—+tF
Unaudited Unaudited
ey 3 REEZ
HK$'000 HK$'000
T#T FAT
Salaries and allowances e K= 7,091 7,047

Equity-settled share-based payments NEZEFE ARG B EHEL

NES 8,184 11,551
Pension scheme contributions RR®ET SR 36 36
15,311 18,634
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30. Offsetting Financial Assets and Financial 30. E#e¢METERSMAR

Liabilities

The Group currently has a legally enforceable right to set off the
Continuous Net Settlement (CNS) money obligations receivable
and trade payables with HKSCC and it intends to settle on a
net basis as accounts receivable from or accounts payable to
the Stock Exchange. The net amount of CNS money obligations
receivable or payable with HKSCC and the guarantee fund
placed in HKSCC do not meet the criteria for offsetting in the
financial statements and the Group does not intend to settle
the balances on a net basis.

AEBB AR B RR AITHER K 84
HEBRENFEIBRIRGFEF
B WA E X Z RN R - I
B PR E RS RE W BB
EREE  EBEBHEENKETF
BRR MK RE U BR R N BR e R A
REBEENREESZELTF AR
MBHREAANBHENTE EMAE
BTRRFREEGEERGRH -

Gross

amount of
recognised Related
Gross financial Net amount amounts
amount of (assets)/ of financial not set
recognised liabilities  liabilities  off in the
financial offset in reflected in  statement

assets/ the financial the financial of financial

(liabilities) statements statements position Net
REBHRE

BHEE EHCEE REHBEE XRRUHEB

SRMEE/ SM(EE)/ EJMem RKRAREHRD
(RiR)&E RHE RR2E ReE B8
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTERT FTHET TERT FTHET TERT

As at 30 June 2018, unaudited RZE-NEXRB=+H"

REEE
CNS money obligations receivable BB 3 8 R e e W BR 791,348 (791,348) = = =
CNS money obligations payable SEF R ENR (1,123,533) 791,348 (332,185) — (332,185)

As at 31 December 2017, audited R-E—-tE+ZH=Z+-R"

BER
CNS money obligation receivable BEFBIMERE 895,209 (895,209) — — —
CNS money obligation payable BEFEIMEMK (1,074,870) 895,209 (179,661) — (179,661)

EXHmENRBBEHRRE2IOE
BMEEFHEIBEAEMEI3RME
[ 48 40 28 75 i W R TR B B A 30E — B
KRR EMEER] -

The "net amount of financial liabilities reflected in the financial
statements”, as set out above, is included in "accounts
receivable and accounts payable arising from brokerage — the
Stock Exchange and other clearing houses” in Note 13 and
Note 17 respectively.
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31. Fair

Value Measurements of Financial

Instruments
Group’s valuation process

The Level 1 and Level 2 fair value of financial assets are
measured by reference to quoted market prices and brokers’
quotes respectively. For Level 3 fair value, the Group has
engaged an independent valuer to perform the valuation of
financial assets for financial reporting purposes. Such valuation
report would be sent to the Accounting Department and the
Audit Committee for discussion at least twice per annum, which
is in line with the Group's reporting dates.

The Accounting Department regularly reviews significant
unobservable inputs and valuation adjustments including broker
quotes used to measure the fair values of financial assets.
Changes in Level 2 and Level 3 fair values are analysed for the
fair value movement at each reporting date.

31.

R B 35 R B

EMIAHLIFEETE
FREENGERRE

FIREF2REMEENAFED
DHSENGRERELBRETE -
REISRAFEME  AKECDERE
BIUMEMESSREELETHE K
EHBRBEN ZEERSHE
FELMR(EREENFEAH—
BOEXTEAHMEERZES U

GEEE

SN EHENANGEESREE
AFENERBEZERZ2URMGE
AEBELELHRE) F2RRES
BRAVEEIRSHREAHETD
AT A FESRE -
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31. Fair
Instruments (continued)

Fair value hierarchy

Value Measurements

of Financial

The following tables illustrate the fair value measurement
hierarchy of the Group's financial instruments:

Assets measured at fair value:

3. aMIAMAFEIHER

NFEER
TEMAAEESRIANATE
HESR:
BAFEHBHEAE:

Fair value measurement using

FALUTEEMLATEME
Quoted
prices  Significant Significant
in active observable unobservable
markets inputs inputs
] EXA EX®EE
TRERE BE2H BE2H
(Level 1) (Level 2) (Level 3) Total
(B14R) (%28) ($34R) At
HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET
Financial assets held for trading HEEESRERE
- Listed equity securities - FTTRAE S 153,952 — — 153,952
— Listed debt securities - tTEBES — 9,948,419 — 9,948,419
— Unlisted debt securities - FEMEBES — 787,831 — 787,831
Financial assets at fair value BATEFABEMN
through profit or loss PRMEE
- Listed fund investments -ItmESRE — — — —
— Unlisted fund investments -LETESKRE — 382,717 — 382,717
- Unlisted convertible - EEmABRRARL
promissory debt instruments BEHIA — 69,608 55,653 125,261
— Other financial instruments -HEthemIT A = 23,438 — 23,438
- Financial products -RER 2,768,692 22,839,034 4,589,200 30,196,926
Derivative financial instruments TEEMITE — 62,066 — 62,066
2,922,644 34113113 4,644,853 41,680,610
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31. Fair Value Measurements of Financial 31. @aRIENLAFEHE 2
Instruments (continued)

Fair value hierarchy (continued) ANFEEEHRE)
Assets measured at fair value: (continued) BRAFEFENEE: (&Z)
As at 31 December 2017, audited N _ZEZ—tF+"HA=+—H EER

Fair value measurement using

RANTRENRFETE

Quoted
prices  Significant Significant
in active  observable unobservable

markets inputs inputs
gz B RA BEREZE
Mm% MmE BE2Y BE2Y
(Level 1) (Level 2) (Level 3) Total
(B3R (B24%) (B3%) Bt
HK$'000 HK$'000 HK$'000 HK$'000
FEx FET FET FHET
Financial assets held for trading FEEEeMEE
- Listed equity securities - FRAESR 423,450 — — 423,450
— Listed debt securities - FEKES — 7,517,668 — 7,517,668
— Unlisted debt securities - ELETERES = 601913 = 601913
Financial assets at fair value BATEGABHEDN
through profit or loss TREE
- Listed fund investments - tTHESKE 23,249 — — 23,249
— Unlisted fund investments - kETMESKE = 238,399 — 238,399
— Other financial instruments -HtsmI A — 119,592 — 119,592
- Financial products -SHEM 2,111,520 24,515,860 1,619,111 28,246,491
Derivative financial instruments TEEMIA — 110,461 = 110,461
2,558,219 33,103,893 1,619,111 37,281,223
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31. Fair Value Measurements of Financial 31. e¢RIAEMNLIFEHIHE
Instruments (continued)
Fair value hierarchy (continued) AFEEEHRE)
Liabilities measured at fair value: BEAFHEIENEE:

As at 30 June 2018, unaudited R-ZEE—)\EXA=1+H ' kXBEER

Fair value measurement using

108

HRAUTEEMATEMNE
Quoted
prices  Significant Significant
in active observable unobservable
markets inputs inputs
&R EXT EXEE
HiERE BRzy BRzy
(Level 1) (Level 2) (Level 3) Total
(B14R) (%24R) ($E38) # st
HK$'000 HK$'000 HK$'000 HK$'000
FERT FTERT FTERT FTERT
Debt securities in issue at fair ~ ZRAFEFFABZEEN
value through profit and loss BERTEEES —  (9,538,640) (4,944,281) (14,482,921)
Financial liabilities held BIEEERNSREE
for trading
- Listed equity securities - FTTRAE S (5,925) — — (5,925)
— Listed debt securities - IEKES —  (3,011,159) —  (3,011,159)
Financial liabilities at fair value ZAFEFABZNERARE
through profit or loss
~ Financial products - SHEM® —  (5,239,695) (126,937) (5,366,632)
Derivative financial instruments #7444 @I & — (15,388) — (15,388)
(5,925) (17,804,882) (5,071,218) (22,882,025)
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31. Fair Value Measurements of Financial 31. @aRIENLAFEHE 2
Instruments (continued)

Fair value hierarchy (continued) ANFEEEHRE)
Liabilities measured at fair value: (continued) BERAFEGTENERS: (Z)
As at 31 December 2017, audited N _ZE—tF+"A=1+—H  EEFR

Fair value measurement using

RANTRENRFETE

Quoted
prices  Significant Significant
in active  observable unobservable

markets inputs inputs
& B Ep NG| BEREE
Mm% MmE BE2Y BE2Y
(Level 1) (Level 2) (Level 3) Total
(B3R (F28) (B3%) Bt
HK$'000 HK$'000 HK$'000 HK$'000
FET FHET FET THT
Debt securities in issue EERATFEFABEMNEE
designated at fair value TEBES
through profit and loss — (8,267,555) (2,211,321)  (10,478,876)
Financial liabilities held BIEEERNSREE
for trading
- Listed equity securities - ERAES (6,634) — — (6,634)
— Listed debt securities - tTEKES = (1,573,357) = (1,573,357)
Financial liabilities designated at #EEZAFEFABEN L
fair value through B
profit or loss
~ Financial products - EHEM — (7,428,785) = (7,428,785)
Derivative financial instruments #T4 4@ I & — (27,722 — (27,722)

(6,634)  (17,297,419) (2,211,321)  (19,515,374)
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31. Fair

Value Measurements of Financial

Instruments (continued)

(a)

Financial instruments in Level 1

The fair value of financial instruments traded in active
markets is based on quoted market prices at the end of
the reporting period. A market is regarded as active if
quoted prices are readily and regularly available from an
exchange, dealer or broker and those prices represent
actual and regularly occurring market transactions on an
arm’s length basis. The quoted market price used for
financial assets held by the Group is the current bid price.

Financial instruments in Level 2

The fair value of financial instruments that are not traded
in an active market (for example, over-the-counter) is
determined by using valuation techniques. These valuation
techniques maximise the use of observable market data
where it is available and rely as little as possible on entity
specific estimates. If all significant inputs used in the
valuation for financial instruments are observable, the
financial instruments are included in Level 2.

If one or more of the significant inputs are not based
on observable market data, the financial instrument is
included in Level 3.

There was no transfer of fair value measurement between
Level 1 and Level 2 during the six months ended 30 June
2018 and the year ended 31 December 2017.
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3. aMIAMAFEIHER

(a)
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31. Fair Value Measurements of Financial 31. @aRIENLAFEHE 2
Instruments (continued)

(¢) Financial instruments in Level 3 () H3IZEeWMITE
The following tables present the changes in Level 3 TREINBE-ZT-/N\FXRH
instruments of financial instruments for the period ended =t+HILHARBE-_Z—+
30 June 2018 and the year ended 31 December 2017. F+ZA=+—HILFE " #3

REMIANES -

Level 3 financial assets EIR2HEE
For the period ended 30 June 2018, unaudited BE_S—N\EXA=1+HL
M REER
Unlisted
convertible Unlisted
promissory convertible Unlisted
debt promissory fund Financial
instrument note investments products
(Note 14) (Note 14) (Note 14) (Note 14) Total
JE LTI RE Ik bR E )
ARRBEIR ARFHE EoHRE EMER
(M &E14) (M &E14) (M &E14) (M &E14) et
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTER FET FET FET FET
At 1 January 2018 RZE-N\F
—A—H — — — 1,619,111 1,619,111
Purchases BE 39,105 — — 3,238,989 3,278,094
Net (loss)/gain RIEE AR
recognised in (B18),/ W=
profit or loss F R 16,548 — — (268,900) (252,352)
At 30 June 2018 RoB—N\E
AA=+H 55,653 — — 4,589,200 4,644,853
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31. Fair Value Measurements of Financial 31. aRIENLAFEHHE 2
Instruments (continued)

(c) Financial instruments in Level 3 (continued) () HFIZEeMITEE)
Level 3 financial assets (continued) FEIRLHEE(E)
For the year ended 31 December 2017, audited gE—Z—t¥+=-RA=+—H
LEE BF&
Unlisted
convertible Unlisted
promissory fund Financial
note investments products
(Note 14) (Note 14) (Note 14) Total
FE b Al ik EL
AR ER EeRE TREM
(B EE14) (BF3E14) (B 5E14) st
HK$'000 HK$'000 HK$'000 HK$'000
FET TET FET FET
At 1 January 2017 R-_E—-—+F—-H—H 115,184 51,701 1,172,317 1,339,202
Purchases BE — — 238,204 238,204
Disposal = (76,087) (57,281) — (133,362)
Accrued interest income & &5l B A 1,540 — — 1,540
Receipt of interest W ER A1 B A
income (1,546) — — (1,546)
Net (loss)/gain REZAERHN (BE),/
recognised in profit or Uz FEE
loss (39,097) 5,580 208,590 175,073
At 31 December 2017 R Z=T—+t4F
+=—A=+—H — — 1,619111 1,619,111
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31. Fair Value Measurements of Financial 31. @aRIENLAFEHE 2
Instruments (continued)

(¢) Financial instruments in Level 3 (continued) (c) ZH3IZELMITAE)
Level 3 financial liabilities EFIRLHEE
For the period ended 30 June 2018, unaudited BE_Z—-N\FXA=+HL
HM REFR
Debt
Financial securities
products in issue
(Note 20) (Note 19) Total
BB
& FER BEES
(Bft §£20) (B EE19) st
HK$'000 HK$'000 HK$'000
T#T FTHET THET
At 1 January ®—H—H — 2,211,321 2,211,321
Sales/issuance HE BT 78,210 3,050,756 3,128,966
Net (loss)/gain recognised N = ERATF
in profit or loss (E518) /W % 48,727 (317,796) (269,069)
At 30 June 2018 R-ZZE—N\F
NA=1+H 126,937 4,944,281 5,071,218
For the year ended 31 December 2017, audited gF"_=2—tf¥+=-H=1+—H
ILEE B
Debt
securities
in issue
(Note 19)
BEETEBEES
(FfF 5£19)
HK$'000
FAT
At 1 January R—HA—H 1,172,317
Issuance %17 830,414
Net gain recognised in profit or loss 8 & R AR R 208,590
At 31 December 2017 —E2—+F+=-A=+—H 2,211,321
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31. Fair Value Measurements of Financial 31. aRIENLAFEHHE 2
Instruments (continued)

Below is a summary of significant unobservable inputs to TYXREMIAR-ZZE-NFRA=
the valuation of financial instruments as at 30 June 2018 and TEER-ZZE—+F+-A=+—HfE
31 December 2017: ENERNBLIEE28H2:
As at 30 June 2018 R=ZB-NFXA=+H
Valuation technique Significant unobservable input Average Sensitivity of the fair value to the input
fEERE EXRLBR2R FYy  LATEHSRNERE
Unlisted convertible  Market approach Pricing multiples of market
promissory debt comparable companies used to
instrument determine the estimated equity
value of the Project Company:
- Price to revenue multiple 23 10% increase or decrease in the underlying stock price, the fair value would be
- Enterprise value multiple 159 increased by HK$5.6 million or decreased by HK$5.6 million, respectively
FETARRERESR W5E ARERRERAMGHREEENTS
I8 NENBAAMEERE:
-mEX 23 HAERELAIBEI0S ATERSREMSLEERTARISOEEAT
- REEEEY 159
Financial products ~ Market approach Pricing multiples of market

comparable companies used to
determine the estimated equity
value of the Project Company:

- Price to revenue multiple 23 10% increase or decrease in the underlying stock price, the fair value would be
- Enterprise value multiple 159 increased by HK$16.7 million or decreased by HK$16.7 million, respectively
EREM 5% RRETRAAAMGHREEENTS
MELBRRAMEERE:
- TEX 23 RERELARREI0%S AFERSFEMSTEEETIAIGTEERT -
- hEEERY 159
Financial products ~ Market approach Pricing multiples of market

comparable companies used to
determine the estimated equity
value of the Project Company:

- Price to revenue multiple 31 10% increase or decrease in the underlying stock price, the fair value would be
- Price to earnings multiple 25 increased by HK$102.1 million or decreased by HK$102.1 million, respectively
- Enterprise value to sales 32

EREM WA RRETRAAAMGHREEENTS
MELBRRAMEERE:
- TEX 31 BERELARBEIS AFERSANEMOLBEETIRII021BERT -
-mEX 25
-PREEEEERENE 32

Financial products ~ Market approach Pricing multiples of market

comparable companies used to
determine the estimated equity
value of the Project Company:

- Price to book multiple 1.5 10% increase or decrease in the underlying stock price, the fair value would be
- Price to earnings multiple 122 increased by HK$24.6 million or decreased by HK$24.6 million, respectively
EREM 5% ARETRAAAMGHREEENTS
MELBRRAMEEREE:
- HRE 15 HERELALREIS AFERSFENUBERETR B LRERT «
-mEX 12.2
Financial products  Recent transaction ~ N/A N/A N/A
price
ERHER fHRAE TER rER  TER
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31. Fair Value Measurements of

Instruments (continued)
As at 30 June 2018 (continued)

Financial
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3. aMIAMAFEIHER

R=B-NFAXA=+tH#E)

Valuation technique Significant unobservable input Average Sensitivity of the fair value to the input
fhER & EXEEBREN FYy  LATFEHSRNERE
Financial liabilities ~ Market approach Pricing multiples of market
comparable companies used to
determine the estimated equity
value of the Project Company:
- Price to revenue multiple 23 10% increase or decrease in the underlying stock price, the fair value would be
- Enterprise value multiple 159 increased by HK$16.7 million or decreased by HK$16.7 million, respectively
cRAR WA ARERRARAMGHREEENTS
TELRRANEERE:
-HEE 23 HAERELAIBEI0%S ATEHAREMSTERETIHI6TERAT o
- REEEEY 159
Debt securities in -~ Market approach Pricing multiples of market
issue comparable companies used to
determine the estimated equity
value of the Project Company:
- Price to revenue multiple 31 10 % increase or decrease in the underlying stock price, the fair value would be
- Price to earnings multiple 25 increased by HK$102.1 million or decreased by HK$102.1 million, respectively
- Enterprise value to sales 32
BRITERES WA ARERRARAMGHREEENTS
TELRRANEERE:
-mEE 31 BERELARBENS RAFESHEMOIBEETRAI021EEET -
-mEX 25
-PEEEHFERENE 32
Debt securities Market approach Pricing multiples of market
in issue comparable companies used to
determine the estimated equity
value of the Project Company:
- Price to book multiple 15 10% increase or decrease in the underlying stock price, the fair value would be
- Price to earnings multiple 122 increased by HK$24.6 million or decreased by HK$24.6 million, respectively
BREITERES WA ARERRERAMGHREEENTS
MENBRRAMNEERE:
- WRE 15 HBERELAIBEIS ATEHAREMAUEEETL R ILBEET «
-maX 12.2
Debt securities in -~ Recent transaction ~ N/A N/A N/A
issue price
BRETERES LHRHER TER TER TER
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31. Fair Value Measurements of Financial 31. aRIENLAFEHHE 2
Instruments (continued)

As at 31 December 2017 R-—ZE—tF+=-A=+—H
Valuation technique  Significant unobservable input Average Sensitivity of the fair value to the input
RER BREZER2Y T ATEH2BMHEE

Financial products ~ Market approach Pricing multiples of market

comparable companies used to
determine the estimated equity
value of the Project Company:

- Price to revenue multiple 8.8 10% increase or decrease in the underlying stock price, the fair value would be
- Price to book multiple 25 increased by HK$138.1 million or decreased by HK$138.1 million, respectively.
- Price to earnings multiple 56.6
- Enterprise value to sales 9.7

ERER A ARETREQAMGHREBEENTS
TELBRANTERE:
- TEE 88  HERELARBEINS ATERAEMIBIEEETIHI1BIEEET
- TEE 25
-mEX 5.6
-PRBEEHERNE 97

Financial products  Recent transaction ~ N/A N/A N/A

price
SRHER fHRAE TER rER  TER
Debt securities Market approach Pricing multiples of market
in issue comparable companies used to

determine the estimated equity
value of the Project Company:
- Price to revenue multiple 8.8 10% increase or decrease in the underlying stock price, the fair value would be
- Price to book multiple 25 increased by HK$138.1 million or decreased by HK$138.1 million, respectively.
- Price to earnings multiple 56.6
- Enterprise value to sales 9.7

BRETEBES 5% RRETRAAAMGHREEENTS
TELBRRMEEREE:
- HEX 88  HEMELAREEIS ATESHFIEMIS) BEATRHRL138) BEET
- kX 25
- TRE 5.6
- CEEEEHERLE 9.7

Debt securities Recent transaction ~ N/A N/A N/A

in issue price
BETERES LHRHER &R rER  TER
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