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For the six months ended

30 June
2019 2018 Change
HK$'000 HK$'000

Fee and commission income

— brokerage 291,667 271,437 7.5%

— corporate finance 452,559 335,355 34.9%

— asset management 10,215 10,561 -3.3%
Income from loans and financing 558,649 716,824 -22.1%
Gain from financial products, market making and

investments 1,050,158 344,038 205.2%
Revenue 2,363,248 1,678,215 40.8%
Profit for the period 644,731 541,691 19.0%
Profit attributable to ordinary equity holders

of the Company 638,856 506,841 26.0%
Basic earnings per share (HK cents) 8.35 6.73 24.1%
Diluted earnings per share (HK cents) 8.33 6.71 24.1%
Dividend per share (HK cents) 4.2 3.3 27.3%
Equity per ordinary share (HK§)MNet 1.48 1.41 5.0%
Dividend payment ratioMete 50% 50% same

Note: Based on 7,649,756,690 shares (30 June 2018: 7,643,666,690 shares) as at 30 June 2019, being 7,715,673,090 shares issued and
fully paid less 65,916,400 shares held under the Company’s share award scheme (30 June 2018: 7,715,373,090 shares issued and
fully paid less 71,706,400 shares held under the Company’s share award scheme).

Revenue Mix: Well Balanced and Diversified

Loans
and Financing
Asset Management s 24%
(]
1% /
Financial Products
Market

1%

Revenue Mix

Investments 21%

Corporate
Finance

19%

Commission and Fee

34%

From corporate finance, brokerage, asset management and part
of financial products business. Total income increased by 18% to
HKD790 million.

33%

Interest Income in “Loans and Financing” from retail clients and
banks;
Interest Income in “Financial Products” from institutional and

Interest Income

high net worth clients.

33%

Purpose: 1) Market Making to facilitate Debt Capital Market
(DCM) business, mainly from bonds; 2) Investments to facilitate

Investments Income

asset management business as seed money, mainly from bonds
and equities.

Income Nature: Trading income (Mark-to-Market) accounts for
17% while coupon interest accounts for 16% of overall revenue.
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Management Discussion and Analysis
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Market Review

In the first half of 2019, the Hong Kong stock market experienced fluctuations to certain extent under the macro-
environment of Sino-US trade friction. Driven by favorable domestic and international conditions, the Hang
Seng Index continued to rise in the first four months. Since mid-to-late April, as the Sino-US trade dispute has
once again warmed up and further expanded into the field of science and technology, the Hang Seng Index
began to retreat from previous gains. As at the end of June, the Hang Seng Index closed at 28,543 points,
representing an increase of approximately 10% as compared to the beginning of the year, the average daily
trading volume of the Hong Kong stocks was approximately HK$97.9 billion, representing a decrease of 23%
year-on-year. For initial public offering (“IPO"), there were 84 newly listed companies in Hong Kong for the first
six months, down 22% as compared with the corresponding period of last year, whereas the fund raised from
IPO increased by 35% to HK$69.5 billion, the Hong Kong stock market ranked third over the world in terms of
total amount of fund raising. As the interest rate hike slowed down in the United States, investors’ appetites
in US dollar-denominated high yield bonds issued by the Chinese corporates were increased in the first half
of the year, which accelerated an upward trend in the US dollar-denominated bond market. According to the
statistics of Bloomberg, Asia (ex-Japan) G3 currency (USD, Euro and Yen) bond issuance amounted to US$186.8
billion in the first half of the year, representing an increase of 31% year-on-year.

Business Review

During the period under review, the Group further increased the market share and brand awareness in Hong
Kong market through comprehensive financial services and products, in-depth understanding of market and
quality customer engagement. In terms of development strategy, the Group acquired more high-net-worth
clients, enlarged the proportion of relevant income as well as the commission and fee based business, and
optimized the risk-based asset pricing, etc. As a result, the quality of the balance sheet and assets has been
improved while high-quality and sustainable development of the Company has been realized.

Guotai Junan International | 2019 Interim Report



Management Discussion and Analysis

As the wealth management platform attracted quality clients, the amount of assets under
management jumped.

During the period under review, the Group continued to optimize the development of wealth management
platform. The number of high-net-worth individual clients has seen a rapid growth since the official launch of the
wealth management center at the end of last year. The total asset under management of our clients increased
by approximately 40% to HK$235.0 billion as compared with the end of last year, which has built the foundation
for further enhancing the capability of cross-selling between different business lines. Alongside the increase
of wealth management professionals, the service and product lines have been improved progressively, thereby
providing our high-net-worth clients with customized and professional investment and financing services. With
stringent risk control, the Group will continue to expand product lines to attract more quality clients. We believe
that stable development of the wealth management platform is going to benefit the Company by increasing
the income from risk neutral business and enhancing the risk-adjusted return on net asset to certain extent.

Debt underwriting business maintained its leadership while equity underwriting deal amounts
increased despite downward market trend.

During the period under review, the Group maintained leading position in the primary market of Chinese US
dollar-denominated bonds, issued a total of 106 bonds, representing an increase of 39% year-on-year, ranked
second in the Asia (ex-Japan) G3 Currency High-Yield Bond Underwritten League (il (B BAR) G3E B & K=
EH A EE) in terms of number of issuance (source: Bloomberg). The equity capital market business of the
Group also recorded a significant increase, completing a total of 15 equity underwriting deals in primary and
secondary markets, the Group managed to enhance the coverage in key sectors and introduce a number of
quality projects to capital market.

Devote to optimizing client structure and facilitating high-quality enterprises for going global.

In the first half of the year, with continued strategic adjustment, the Group actively explored the opportunities
of working with large state-owned enterprises and institutional clients given our outstanding service experience
and global reputation. The client structure was remarkably improved whilst the overall level of risks was
significantly reduced. In April, the Company entered into a strategic cooperation agreement with China Forestry
Group Corporation, the largest timber operator in the world, to provide diversified financial products and
services to them and their treasury center based in Hong Kong and to assist them in investment, financing and
business development overseas.

Results Overview

The Group reports to the ordinary equity holders (“Shareholder(s)”) that a total profit attributable to
Shareholders of approximately HK$640 million was recorded for the period ended 30 June 2019 (corresponding
period in 2018: approximately HK$510 million), representing an increase of approximately 26% as compared with
the same period of last year.

The Board has declared an interim dividend of HK$0.042 per ordinary share of the Company (“Share(s)”) for the
six months ended 30 June 2019 (2018: an interim dividend of HK$0.033 per Share).

Guotai Junan International | 2019 Interim Report
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Management Discussion and Analysis

Breakdown of Revenue

For the six months ended 30 June

2019 2018
HK$'000 % HK$'000 %
Fees and commission income
— brokerage 291,667 12.4 271,437 16.2
— corporate finance 452,559 19.2 335,355 20.0
— asset management 10,215 0.4 10,561 0.6
Income from loans and financing 558,649 23.6 716,824 427
Gain from financial products, market making
and investments 1,050,158 44.4 344,038 20.5
Total 2,363,248 100.0 1,678,215 100.0

During the period under review, the Group recorded a total revenue of approximately HK$2.36 billion
(corresponding period in 2018: HK$1.68 billion), representing a significant increase of 41% as compared with
the same period of last year, among which, the revenue of financial products, market making and investments
business and corporate finance business maintained rapid growth, representing a year-on-year increase of 205%
to approximately HK$1.05 billion and 35% to approximately HK$450 million, respectively. In addition, the revenue
of brokerage business still achieved a steady growth despite the decline in trading volume.

After the strategic adjustment in recent years, the Group's income structure in the first half of the year has
become balanced and diversified, with fee and commission income accounting for 34%, interest income
accounting for 33%, and investment income accounting for 33%. During the period under review, with
the steady growth of corporate finance, asset management and brokerage business, the Group's fee and
commission income increased by 18% year-on-year to HK$790 million, which fits well with the Group's sustainable
development strategy as a financial service provider.

Brokerage

For the six months ended 30 June

2019 2018
HK$'000 % HK$'000 %
Securities 251,987 86.4 227,302 83.7
Futures and options 8,335 2.9 13,688 5.1
Handling income 27,372 9.4 23,447 8.6
Insurance 3,244 1.1 5,511 2.0
Leveraged foreign exchange 729 0.2 1,489 0.6
Total 291,667 100.0 271,437 100.0

Although the average daily trading volume of the Hong Kong stock market decreased by 23% in the first half
of 2019 as compared with the same period of last year, the Group's brokerage business recorded a revenue of
approximately HK$290 million (corresponding period in 2018: approximately HK$270 million), representing an
increase of 7% year-on-year.
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Management Discussion and Analysis

During the period under review, the Group attracted high-quality clients through our wealth management
platform, Jun Hong Club (Z3.,{E 4 36) and diversified products and services continuously. The number of the
Group's professional investors (“Pl”, referring to customers with investible assets of over US$1 million) has
increased steadily as compared with the end of last year, with an average account balance increased by 61%
to approximately HK$52.01 million as compared with the end of last year. The asset under management of
new clients from wealth management business increased to HK$17.4 billion in a short period of time, which
accelerated the income growth of brokerage business under this downward market trend.

Corporate finance

For the six months ended 30 June

2019 2018
HK$'000 % HK$'000 %
Placing, underwriting and sub-underwriting
commission
— debt capital market 324,536 71.7 258,439 771
— equity capital market 92,778 20.5 59,875 17.9
Consultancy and financial advisory fee 35,245 7.8 17,041 5.0
Total 452,559 100.0 335,355 100.0

Debt capital market

During the period under review, the Group maintained its leading position in the debt capital market in Hong
Kong and its business performance reached a new high, with the income increased by 26% year-on-year to
approximately HK$320 million (corresponding period in 2018: approximately HK$260 million). Our debt capital
market team has participated in 106 debt issuance activities in the first half of the year (corresponding period
in 2018: 76 debt issuance activities) and successfully assisted corporations in raising fund of nearly HK$244.80
billion in the bond market, representing an increase of 48% year-on-year. During the period under review, the
Group maintained a leading position in Chinese US dollar-denominated bond issuance market, and we ranked
second and third in the Asia (ex-Japan) G3 Currency Corporate High-Yield Bond Underwritten League (Z2M (B
B RN GIEE S E S W e EHAWBETTEE) in terms of number and amount underwritten, respectively.

Equity capital market

During the period under review, the Group's income arising from the equity capital market increased significantly
by 55% year-on-year to approximately HK$90 million (corresponding period in 2018: approximately HK$60
million). Our team has completed 15 equity underwriting projects in primary and secondary market (5 of which
were IPO sponsorship projects), representing an increase of 50% year-on-year. During the first half of the year,
the Group explored in major sectors including energy, real estate and internet industry, injected new quality
clients and projects to the capital market, and completed IPO projects including China Risun (1907.hk), Aoyuan
Healthy Life (3662.hk) and Zengame Technology (2660.hk). Moreover, the Group also acted as a joint bookrunner
and joint lead manager of the listing of H shares of Shenwan Hongyuan (6806.hk), the largest IPO in terms of
fund raising scale in the first half of the year.

Guotai Junan International | 2019 Interim Report
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Management Discussion and Analysis

Loans and financing

For the six months ended 30 June

2019 2018
HK$'000 % HK$'000 %
Customers and counterparty financing 362,275 64.8 603,351 84.2
Banks and others 196,374 35.2 113,473 15.8
Total 558,649 100.0 716,824 100.0

In the first half of 2019, the Group's overall income arising from loans and financing business decreased by 22%
to approximately HK$560 million (corresponding period in 2018: approximately HK$720 million).

In recent years, the Group continued to optimize its revenue structure. We had taken the lead in adjusting the
proportion of financing and loans business with small and medium-cap stocks as collateral and increased the
income associated with risk-neutral business so as to achieve diversified and stable growth of overall income.
During the period under review, the effect of strategic adjustments made by the Group became prominent,
the proportion of loans and financing income with sizeable blue chips, quality stock and bonds as collaterals
increased. Due to the decline in interest rates of loans resulting from the increase of risk neutral business,
interest income of loans and financing received from clients adjusted by 40% year-on-year to HK$360 million.
The management considered that the decline in relevant financing income was within the expectation and in
line with the business transformation strategy of the Group in recent years by optimizing risk-adjusted return
on capital and quality of profit.

Due to the increase in Hong Kong Interbank Offered Rate (“HIBOR") during the period under review, as well as
the increase in the amount of assets under management, the Group's interest income from banks and others
increased by 73% year-on-year to approximately HK$200 million.

Financial products, market making and investments

For the six months ended 30 June

2019 2018
HK$'000 % HK$'000 %
Market making 498,339 47.4% (47,357) -13.8%
Investments 283,367 27.0% 4,518 1.3%
Financial products 268,452 25.6% 386,877 112.5%
Total 1,050,158 100.0% 344,038 100.0%

During the period under review, the Group's total income from financial products, market making and
investments increased by 205% year-on-year to approximately HK$1.05 billion (corresponding period in 2018:
approximately HK$340 million).

Guotai Junan International | 2019 Interim Report



Management Discussion and Analysis

Financial products

The income from financial products business mainly includes interest and fee income. In the first half of 2019,
while funding cost of the Hong Kong market increased, the yield of the Chinese-issued USD bond market
declined, the needs for financing from institutional clients were adjusted to some extent. However, the Group's
diversified and customized products, offered to the clients, still maintained high market competitiveness. While
the overall income from financial products business decreased by approximately 31% year-on-year to HK$270
million, it still steadily rose by 5% from the second half of last year.

Market making

To facilitate the development of the debt capital market business, the Group provides market making services for
debt securities. During the period under review, since the Chinese-issued USD bond market continued to rally,
the Group's market making income significantly increased to approximately HK$500 million (the corresponding
period in 2018: a loss of approximately HK$47 million).

Investments

For the long-term development of asset management and other businesses, the Group provides supports in
form of investment under a prudent risk management system. Benefiting from the performance of the stock and
bond markets in the first half of the year, the company’s investment income was recorded at HK$280 million
(corresponding period in 2018: approximately HK$4.5 million).

During the period under review, the market making and investments income added up to approximately HK$780
million, among which interest income from coupons of debt securities was approximately HK$370 million, while
trading income (recorded by mark-to-market) was approximately HK$410 million. The overall performance of
trading income will likely fluctuate with the overall market conditions.

Financial Position

As at 30 June 2019, the Group's total assets increased by 12% to approximately HK$98,650 million (31 December
2018: approximately HK$88,030 million) and the Group's total liabilities increased by 14% to HK$87,270 million
(31 December 2018: approximately HK$76,840 million). The equity attributable to holders of Shares increased
by 5% to approximately HK$11,330 million as at 30 June 2019 (31 December 2018: approximately HK$10,830
million). The leverage ratio (defined as total assets less accounts payable to clients divided by total equity) was
7.41 times as at 30 June 2019 (31 December 2018: 6.54 times).

Liquidity, Financial Resources and Capital Structure

As at 30 June 2019, the net current assets of the Group increased by 42% to HK$11,900 million (31 December
2018: HK$8,390 million). As at 30 June 2019, the Group's current ratio was 1.15 times (31 December 2018: 1.12
times) and gearing ratio (defined as the sum of bank borrowings and debt securities in issue at amortised cost
divided by total equity) was 1.53 times (31 December 2018: 1.44 times).

The Group had a net cash inflow of HK$570 million for the period ended 30 June 2019 (31 December 2018:
HK$1,890 million). As at 30 June 2019, the Group's bank balance was HK$4,680 million (31 December 2018:
HK$4,110 million), and outstanding bank and other borrowings amounted to HK$9,170 million (31 December 2018:
HK$9,440 million).

Guotai Junan International | 2019 Interim Report
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Management Discussion and Analysis

The Company, through its subsidiaries, maintained a US$5 billion Guaranteed Structured Note Programme under
which unlisted notes denominated in any currency as determined by the issuer may be issued from time to time.
On 12 July 2019, the Company also successfully renewed the Medium Term Note Programme of up to HK$15
billion (or the equivalent in other currencies at the date of issue), pursuant to which both listed and unlisted
notes may be issued. On 14 January 2019, the Company issued 4.25% US$200 million notes due 2022 pursuant
to the Medium Term Note Programme. On 30 June 2019, the structured notes and medium term notes issued
and outstanding amounted to HK$23.70 billion (31 December 2018: HK$19.28 billion) and HK$8.24 billion (31
December 2018: HK$6.72 billion), respectively.

Taking into account the un-utilized facilities from various financial institutions and sufficient 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 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 period
ended 30 June 2019.

Material Acquisitions, Disposals and Significant Investments

For the six months ended 30 June 2019, the Group had not made any material acquisitions and disposal of
subsidiaries and associated companies. As at 30 June 2019, the Group did not hold any significant investments.
Capital Commitments and Other Commitments

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

Prospects

With the slowdown of global economic growth and the impacts of Sino-US trade disputes on trade and
investment, global economy will remain uncertain and complex in a long term. Due to the progressive spread
of the impact of the trade friction in the first half of the year, China’s economic growth is still facing pressure.
Meanwhile, to support small, medium-sized and privately-owned enterprises on corporate financing as well as
control of the economic risks, it is expected that China is going to maintain a relative loose monetary policy
in the second half of the year and the economy will stay in strong resilience and achieve steady growth.
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Management Discussion and Analysis

With China’s economy growth, further opening-up of the market and the booming economy of Asia-Pacific
region, the high-net-worth clients’ requirement on investment return and risk management is becoming more
sophisticated. The clients see more values in high-quality and professional financial services and more wealth
management opportunities for overseas market occur. The Group will further develop its platform, strengthen
international wealth management and global asset allocation capabilities to provide clients with comprehensive,
integrated, and one-stop investment and financing solutions.

o Strengthen the collaboration between wealth management and corporate finance businesses. The
development of wealth management business will facilitate the growth and expansion of the Group's high-
net-worth individual client base and bring new opportunities to corporate finance business. As more quality
enterprises choose the Group's corporate financing service, the clients are offered with more investment
options to further optimize their investment portfolios, and thus achieve a win-win situation.

o Sharpen core competencies of financial products. The customization and specialization of our financial
products have put us in the leading position in the structure product market. Together with the Group’s
lower funding cost over the peers, financial products business has become one of our core competencies
in recent years. In the second half of the year, the Group will continue to provide clients with differentiated,
customized and specialized financial products, actively seek cooperation with our parent company, and
explore new opportunities in the cross-border financial product market.

o Continue developing premium institutional and corporate clients. Through the brand influence and
extensive service experience the Group has gained in the Hong Kong capital market, we will continue to
develop more premium corporate and institutional clients, especially the major state-owned enterprises
which are our potential strategic partners, to meet their need for growth with diversified cross-border
investment and financing services.

o Enhance risk management system and measures. Keep the stringent control of various risks of existing
and new products and leverage the practical advantages domestically and globally to assess, identify,
measure, hedge and mitigate the risks in timely manner.

The Group has been rated with “BBB+" and “Baa2” as long-term issuer by global credit rating agencies Standard
& Poor's and Moody's respectively, which are the highest credit ratings among Chinese financial institutions in
Hong Kong. In the second half of the year, we adhere to the strong and steady operation strategy to further
deepen business cooperation with large international financial institutions, maintain our advantage in funding
cost, fully utilize our core competency and take the business to the next level. Furthermore, the Group aims to
increase the risk-adjusted net asset return rate with steady and solid compound growth to reward our clients
and investors for their continuing supports.

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 2019, we had 543
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 of the Company (“Director(s)”)
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 of employees are set out in note 5 of the Interim Financial Information.
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Risk Management Report

In the first half of 2019, the global economy became unstable under the tremendous pressure of Sino-US trade
dispute, the volatile stock market and the new regulations on overall supervision of the financial market in
the PRC, the Company showed a prudent attitude towards the market. In face of the continuous exposure to
the existing financial risks in 2019, the Company devoted more effort to proactive risk management and risk
mitigation. Under the risk management framework approved by the Board, the Company firmly managed its
business risks based on a comprehensive risk management system, risk limits metrics and accurate measurement
of risks. With effective risk management controls, the Group’s operations were efficient during the reporting
period, whilst the risks taken by us were within the risk appetite of the Group.

Risk Management Structure

Our Company has established an organizational risk management hierarchy. The Board, at the top of the
organizational risk management hierarchy, is responsible for overseeing the firm-wide risk framework and
risk management policy. The Board has established and delegated the Risk Committee to assist in the
implementation of risk framework, review and approve the Group's risk management strategies, risk appetite,
risk tolerance and material risk limits. The Risk Committee holds meetings at least twice a year to review the
effectiveness of the overall risk framework and strategies and material risk issues. The management shall,
when necessary, report to the Board from time to time on material risk issues which may affect the Group’s
performance.

The Risk Management Committee, a management-tier committee under the Risk Committee, shall report on
all potential material risks that identified, changes and respective risk mitigation actions taken to enhance the
risk management process.

The Risk Management Department is the key department for risk management and responsible for identifying,
assessing, monitoring and reporting risks arising from the business activities of the Group. The Risk Management
Department measures and quantifies the business risks through the risk management systems and internal risk
measurement models, including but not limited to the value at risk (VaR), stress testing, internal rating and
sensitivity analysis. The Group sets top-down risk limit system covering various business financial risks to cope
with different level of authorization, risk appetite and risk tolerance of the Company.

Credit Risk

Credit risk occurs 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 borrowers or counterparties, which may
include assessing their repayment sources, underlying collaterals, and the expected impact of current and future
economy on the borrower or counterparty.

The Group formulates credit risk policies, designs risk limit metrics, sets key risk thresholds, and performs
independent risk monitoring and limit management. The Risk Management Department assesses the key credit
risk exposure under both normal and stress scenarios, and manages credit risk by establishing and monitoring
loan exposure/credit limits, internal credit ratings and the hierarchical approval system reflects the different
level of authorization and reporting mechanisms from top to bottom.
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Risk Management Report

The Group established monitoring measures for loan business, including pre-lending approval, real time
monitoring, executing margin calls and forced liquidations, setting single client and single stock collateral loan
limit, and conducting regular stress tests, etc.. Should the borrowers fail to fulfill their obligations, the business
line and control units will firmly carry out the loss recovery actions under the procedures of the Group. Where
losses are unlikely to be recovered or 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.

Regarding the risk of the counterparties, the Group monitored the margin call process in accordance with the
credit terms under the trading master agreement entered into with the counterparties. In addition, the Group
assesses counterparty’s credit risk through assigning internal credit ratings and set counterparty limits according
to counterparty’s types, credit ratings and business demand.

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 which
are exposed to the volatility of general and specific market movements such as interest rates, foreign exchange
rates and securities prices.

In response to this risk, the Risk Committee is responsible for reviewing and approving the overall risk
management strategies, risk appetite, risk tolerance, important risk limits and the risk management policy of
our Company. The Company sets appropriate risk limits based on the nature of different businesses, such as
transaction limits, VaR limits, concentration limits, sensitivity limits and stop loss limits. The Risk Management
Department is responsible for day-to-day identification, measurement, monitoring, control the overall market
risk, and report to the Risk Management Committee and Risk Committee on a regular basis. The Group has
established policies and procedures for monitoring and controlling the market risk which is originated from the
ordinary and usual course of business. Stress tests are conducted on a regular and case by case basis.

The Group's interest rate risk mainly sources from the volatility of fair value of financial instruments held by the
Group which are sensitive to the interest rate risk, resulting from market interest rate negative fluctuation. Other
price risk is the risk that the fair value or future cash flows of a financial instrument may fluctuate because of
change in market price. The Group adopts sensitivity analysis to measure the interest rate risk and other price
risk.

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 maintain 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, the management-tier committee, is responsible for defining the group-wide
operational risk strategy, approving and periodically reviewing the corporate Operational Risk Management
Framework, and ensuring the operational risks are managed properly. Each business line and supporting function
is responsible for identifying, assessing, monitoring, controlling, mitigating, reporting and escalating operational
risk specifically its business, products and activities under the Group's Operational Risk Framework. The Risk
Management Department assists the management in discharging their responsibilities of understanding and
managing operational risk and ensuring the development and consistent application of operational risk policies,
processes and procedures throughout the Group.
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Risk Management Report

Liquidity Risk

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, Asset and Liability Committee 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 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.

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 may 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 may 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 or issuer). The Group manages concentration risk across all business lines, including
brokerage, margin financing, financial products, corporate finance, asset management, and sales and trading.

The concentration risk management is one of the key concerns as the Group’s businesses and products have
become much more sophisticated and diversified. 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.
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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 analyses 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 Board.

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 have 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 fully 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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Interim Dividend

The Board has declared an interim dividend of HK$0.042 per Share for the six months ended 30 June 2019 (the
“Interim Dividend”) to the Shareholders whose names appear on the register of members of the Company on
Wednesday, 4 September 2019. The Interim Dividend will be payable on Thursday, 19 September 2019.

Closure of Register of Members

The register of members of the Company will be closed on Wednesday, 4 September 2019 for ascertaining
shareholders’ entitlement to the Interim Dividend. No transfer of shares will be registered on that day. 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 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 Tuesday, 3 September 2019.

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

As at 30 June 2019, the interests and short positions of the Directors 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 SharesMote options Total issue(Note 2
YIM Fung Personal interest 66,917,955 3,117,000 1,300,000 71,334,955 0.92
WONG Tung Ching Personal interest 11,958,564 2,534,000 1,300,000 15,792,564 0.20
Ql Haiying Personal interest 3,136,000 2,876,000 1,300,000 7,312,000 0.09
LI Guangjie Personal interest 8,470,970 1,944,000 1,300,000 11,714,970 0.15
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 7,715,673,090 Shares in issue on 30 June 2019.

Save as disclosed above, as at 30 June 2019, 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 further enhance the competitiveness of the Group, reward and retain middle to senior management and
key personnels, and motivate them to make greater contributions to the performance of the Company.

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
under the Share Option Scheme was 75,277,696 (of which options to subscribe for 56,844,303 Shares had been
granted and were outstanding), representing approximately 0.98% 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 (i) 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 of HK$1 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 2019 are
set out as follows, details of which are set out in note 24 of the Interim Financial Information:

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 2019 period period period period 2019 (HKS) grant™e2  Exercise period™ot 2
Directors
YIM Fung 800,000 — — — — 800,000 2440 13/07/2017  13/07/2018-12/07/2027
500,000 — — — — 500,000 1.720 04/07/2018  04/07/2019-03/07/2028
WONG Tung Ching 800,000 — — — — 800,000 2440 13/07/2017  13/07/2018-12/07/2027
500,000 — — — — 500,000 1.720 04/07/2018  04/07/2019-03/07/2028
Ql Haiying 9,000,000 Mote - — (9.000,000) - — 4.854 Mol 11/06/2015  11/06/2016-10/06/2025
800,000 — — — — 800,000 2440 13/07/2017  13/07/2018-12/07/2027
500,000 — — — — 500,000 1.720 04/07/2018  04/07/2019-03/07/2028
LI Guangjie 800,000 — — — — 800,000 2440 13/07/2017  13/07/2018-12/07/2027
500,000 — — — — 500,000 1.720 04/07/2018  04/07/2019-03/07/2028
14,200,000 - — (9,000,000 — 5,200,000
Employees 3,596,768 (ot - - - - 3,596,768 0.827 et 24/04/2012  10/06/2012-09/06/2021
(in aggregate) 33,797,535 Mot - - - — 33797535 1.264 Mol 10/01/2014  10/01/2015-09/01/2024
6,400,000 — — — — 6,400,000 2440 13/07/2017  13/07/2018-12/07/2027
7,850,000 — — — — 7,850,000 1.720 04/07/2018  04/07/2019-03/07/2028
51,644,303 - - - — 51,644,303
Total 65,844,303 - — (9,000,000 — 56,844,303
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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 has been 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 has been 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 13 July 2017, one-third of the share options has been vested on 13 July 2018 and
13 July 2019 and shall be vested on 13 July 2020 evenly and exercisable until 12 July 2027.

In respect of the share options granted on 4 July 2018, one-third of the share options has been vested on 4 July 2019, and shall
be vested on 4 July 2020 and 4 July 2021 evenly and exercisable until 3 July 2028.

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, as 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.

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.
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As of 30 June 2019, the Company had awarded in aggregate of 161,491,000 Shares since 27 October 2011,
representing 98.47% of the limit of the Share Award Scheme.

During the period, 34,872,000 Shares were awarded and 1,869,000 Shares were lapsed. As at 30 June 2019,
61,929,000 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 2019, 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 2019, 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:
Percentage of
Number of Shares Shares in
Name of shareholders Capacity (Long positions) Issug (Note 2
Guotai Junan Holdings Limited Beneficial owner 5,283,657,800 68.48
Guotai Junan Financial Holdings Limited™et ) Interested in controlled corporation 5,283,657,800 68.48
Guotai Junan Securities Co., Ltd.Nete Interested in controlled corporation 5,283,657,800 68.48
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 5,283,657,800 Shares.

2. The percentage was calculated based on 7,715,673,090 Shares in issue on 30 June 2019.

Save as disclosed above, as at 30 June 2019, 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.
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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 2019 to 30 June 2019.

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 strong and
consistent leadership in the development and execution of the Group's business strategies which is beneficial
to the Group.

Compliance with the Model Code

The Company has adopted the Model Code 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 2019 to 30 June 2019.

Purchase, Sale or Redemption of the Company’s Securities

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 2019 other than acting as an agent for the trustee of the
Company's Share Award Scheme.

Change of Information of Directors

Professor CHAN Ka Keung Ceajer was appointed as the chairman of Welab Digital Limited with effect from 1
June 2019.

Dr. FU Tingmei has resigned as an independent non-executive director of CPMC Holdings Limited (stock code:
906.HK) on 2 July 2019.

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

The Audit Committee comprises four independent non-executive Directors, namely Mr. Tsang Yiu Keung
(Chairman), Dr. Fu Tingmei, Dr. Song Ming and Professor Chan Ka Keung Ceajer. 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 2019 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.
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Report on Review of Interim Financial Information

w0 S R B

EY:

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

Ernst & Young

22/F, CITIC Tower

1 Tim Mei Avenue
Central, Hong Kong

Introduction

We have reviewed the interim financial information set out on pages
48 to 128, 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 2019 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 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
("HKICPA").

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 HKICPA. 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

20 August 2019
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

7 B & 5 4 2 e L fth 2 T WAL 23 R

For the six months ended

30 June
BEXNA=THLAKMEAR
2019 2018
—Z—hE —E-N\F
Unaudited Unaudited
RKEBEER R E %
Notes HK$'000 HK$'000
B 5 T#T FAET
Revenue A 4 2,363,248 1,678,215
Other income H b Y A 3,393 1,100
Revenue and other income WA B E b U A 2,366,641 1,679,315
Staff costs 8 T gk A 5 (367,551) (286,315)
Commission to account executives XFEFETERES (62,085) (40,510)
Depreciation e (30,120) (18,363)
Other operating expenses EfEEMY (737,625) (368,796)
Operating profit #5  a A| 1,169,260 965,331
Finance costs B & A A 6 (437,355) (328,345)
Profit before tax Fx #54 B 4 A 7 731,905 636,986
Income tax expense FriSfi A X 8 (87,174) (95,295)
Profit for the period g 644,731 541,691
Other comprehensive income for the HAHEM2EKS -
period, net of tax mBRm|
— Exchange difference on translation — HMEEGE H = 28
of foreign exchange 188 713
Total comprehensive income for the HRAZEWKRESEEHE
period 644,919 542,404
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income
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For the six months ended

30 June
BENXA=+HIEXRMEA
2019 2018
—E—-hF —T-N\F
Unaudited Unaudited
kEER REEZ
Notes HK$'000 HK$'000
M 5 THT T
Profit for the period attributable to: MEEAERF :
Owners of the parent (SNCIE7 RPN 644,616 550,720
— Holders of ordinary shares - EEBRFEEA 638,856 506,841
— Holders of other equity -HEMmBERTAFAA
instruments 5,760 43,879
Non-controlling interests I 2 IS 4 = 115 (9,029)
644,731 541,691
Total comprehensive income for the EB#HPAZEKRESEHE:
period attributable to:
Owners of the parent [SINCIET DN 644,804 551,433
— Holders of ordinary shares - EEBEFEA 639,044 507,554
— Holders of other equity - HittEamTARKEA
instruments 5,760 43,879
Non-controlling interests IE ¥ B = 115 (9,029)
644,919 542,404
Earnings per share attributable to B4 F) 8 58 Bk B R FE (4 5 B
ordinary equity holders of the 2%
parent
— Basic (in HK cents) — EAR(ABET) 10(a) 8.35 6.73
— Diluted (in HK cents) — BE (OUBLED 10(b) 8.33 6.71
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Condensed Consolidated Statement of Financial Position

i W 5 & 0 25 5Kk U0 3%

As at As at 31
30 June December
2019 2018

R-B—NE R-_ZFT-N\F
ANRA=+H +T-A=+—H

Unaudited Audited
REE 48 A%
Notes HK$'000 HK$'000
=2 TET FHET
Non-current assets ERDHEE
Property, plant and equipment M BERZME 509,538 471,644
Intangible assets EREE 1,913 3,195
Deferred tax assets RIEFIBE E 185,257 129,807
Other assets HEih&E 5,669 5,531
Loans and advances to customers BTEEMER KR 11 857,571 2,338,830
Financial assets at fair value through RATFEFTABRRN SR
profit or loss BE
— Financial products - 2R ESR 14 6,025,942 4,333,237
Total non-current assets ERDFEER 7,585,890 7,282,244
Current assets RENEE
Loans and advances to customers %A?'E)EE’]%%K&@$ 11 11,072,230 9.936,545
Receivables from reverse repurchase f 7] (01 B 175 w JE U 3R IE
agreements 16 1,917,918 3,109,006
Accounts receivable & W 3R 13 6,250,308 5,347,223
Prepayments, deposits and other TEAT R Tﬁ/i\&ﬁi\ﬁﬂ
receivables JEJ%Z 114,466 322,421
Financial assets at fair value through Tﬁ’D\:FTE Jr)\TE & Y
profit or loss EREE 14 51,751,904 43,528,232
- Financial assets held for trading and - ##FEBEREED
investments EREE 19,643,403 15,019,421
— Financial products - 2R E SR 32,108,501 28,508,811
Derivative financial instruments PTESMITA 15 301,522 76,832
Tax recoverable A U [2 75 18 1,919 6,131
Client trust bank balances REEER1TES 14,975,944 14,319,985
Cash and cash equivalents RekReFEY 4,676,047 4,105,672
Total current assets mBEEESE 91,062,258 80,752,047
Current liabilities nEAE
Accounts payable KA 17 (20,989,443) (18,883,841)
Other payables and accrued liabilities EMmENRERETER (335,781) (537,400)
Derivative financial instruments TESMTA 15 (308,099) (23,620)
Bank and other borrowings RITR H b &R 18 (9,149,804) (9,441,083)
Debt securities in issue ERTEBES 19 (23,875,903) (21,518,094)
— At amortised cost — R KA (6,683,722) (6,721,259)
— Designated at fair value through - BERATFEFAER
profit or loss (17,192,181) (14,796,835)
Financial liabilities at fair value through 1Z2AFEFFAEZEH
profit or loss EHEE 20 (8,429,112) (8,731,117)
Obligations under repurchase ] 8% 197 & B9 (2 1R
agreements 21 (15,974,252) (13,156,517)
Tax payable & - ¢ 18 (100,747) (67,159)
Total current liabilities mBARE®E (79,163,141) (72,358,831)
Net current assets mBEERE 11,899,117 8,393,216
Total assets less current liabilities BEHERTBAMR 19,485,007 15,675,460
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Condensed Consolidated Statement of Financial Position

IR —

fi WA 45 5 B B AR UL R
As at As at 31
30 June December
2019 2018
R-B—hE RKR-ZT—N\F
~NA=+HB +=-—A=+—H
Unaudited Audited
REER 48 A%
Notes HK$'000 HK$'000
=2 THET FHET
Non-current liabilities ERDAR
Deferred tax liabilities EEFIE ARG (56,847) —
Bank and other borrowings R1T R HAb1E R 18 (22,218) =
Debt securities in issue BEBEITEBKES 19 (8,026,681) (4,481,178)
— At amortised cost - Tﬁﬁﬁiﬁ)ﬂ%zﬁ (1,560,604) —
— Designated at fair value through - BERAFEFA
profit or loss Tﬁﬁu (6,466,077) (4,481,178)
(8,105,746) (4,481,178)
Net assets BEERE 11,379,261 11,194,282
Equity ER
Share capital & A 23 8,125,856 8,125,856
Other reserve H B (1,236,460) (1,236,460)
Currency translation reserve ERnERE (467) (655)
Share-based compensation reserves LARR D B E R E R E 79,350 66,186
— Share option reserve - BRERE 24 27,229 37,816
— Share award reserve — B RS 25 52,121 28,370
Shares held under the share award LR GRE R EF ARG
scheme 26 (146,055) (142,051)
Retained profits 1R 88 4 A 4,506,044 4,019,055
Equity attributable to holders of the TR IR R RS
ordinary shares 11,328,268 10,831,931
Equity attributable to holders of other  Hfhi#s TEFH A B
equity instruments 7 %% 22 39,311 350,784
Equity attributable to owners of the NEEBARIEER
parent 11,367,579 11,182,715
Non-controlling interests IE 7= i% 4 2 11,682 11,567
Total equity EganaE 11,379,261 11,194,282
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A

Condensed Consolidated Statement of Changes in Equity

i B Ak £ BEE i 4 B R

Equity attributable to owners of the parent

BARRAABERE
Shares held
Currency Share Share  under the Other Non-
Share  Other translation  option  award share award  Retained equity controlling Total
capital  reserve  reserve  reserve  reserve scheme profits instruments Total interests equity
R %M
KRE%  BER® RGRR  HEET Rfia FHR
ks RftER 1] 1] B RANER  REEN Ik #it #2 HEHE
HK$'000  HK$'000  HK$'000 HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS'000
Tén TR TER  TER  TER TER TR TEn  TER TET  TER
Unaudited KAEH
Balance at 1 January 2009 R=F-n%E-A-H
nEs 8,125,856 (1,236,460) (655) 37816 28370  (142,051) 4019055 350,784 11,182,715 11,567 11,194,282
Total comprehensive income A2 ENELE
for the period - - 188 - - — 638,856 5760 644,804 15 644919
Recognition of equity-settled BN ERENRNHA
share-based payments BRI
(Note 5) (K£5) - - - 3481 23791 - - - 03 - 03
Purchase of shares held under BEMR (A% E:2ET
the share award scheme RENHRD
(Note 26) (K520) - - - - - (4,004) - - (4004) - (4,004)
Transfer of share option BRExNmERERE
reserve upon the forfeitre & (&
of share options - - —  (14,068) - - 14,068 - - - -
Perpetual securities KEEFD K
distribution - - - - - - - (7938)  (79398) - (7938)
Perpetual securities KEERER
repurchase - - - - - - (12,940)  (309,295)  (322,235) — (322,233
Final dividend for 2018 IHZE-NEXBRE
(Note 9) (B5£9) - - - - - - (152995) - (152,995) - (152,995)
Balance at 30 June 2019 RoE-hE
NAZTREES 8125856 (1,236,460) (467) 27229 52121 (146,055) 4,506,044 39,311 11,367,579 11,682 11,379,261
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Condensed Consolidated Statement of Changes in Equity

il WA Ak £ B 2 58 B R

Equity attributable to owners of the parent
BRARAAERGES

Shares held
Currency Share Share  under the Other Non-
Share  Other tranlation ~ option ~ award share award  Retained equity controlling Total
capitll  reserve  reserve  reserve reserve scheme profits  instruments Total interests equity
Rir&@
EHhE  BRE R0hEB  FEET ifpigs FER
RE  AbfE 1 1 B HEORGE  REEA I it s EREE
HKS000 ~ HKS000  HKS000  HK$000  HK§000  HKS000  HKS000  HKS'000  HK$000  HK$000  HK$000
Téx  TAn  Tién  TEn  TiEx AL TEn T Tin TEL Tin
Unaudited KAEH
Balance at 1 January 2018 R=E-\E-A-H
i 6,118,060  (1,236,460) (949) 40,769 24,204 (181,281) 3843743 2,346,794 10954,880 36,546 10991426
Total comprehensive income  HR2ENEEE
for the period - - 13 - - - 506,841 43879 551433 (9029) 542404
Shares issued upon placement B ER (A& 78R HA
of shares 1992848 = = = = = = 1992848 1992848
Recognition of equity-settled BN ER T ENRHE
share-based payments ERMAR
(Note ) (K3£5) - - - 1677 2,152 - - - B4 - 28429
Purchase of shares held under BEMR (%R ESET
the share award scheme FERRR - - - - - (23,588) = - (3,589) = (23,588)
Vesting of shares for the share % Ex HEE
award scheme & - - = = (1,09 2250 (1182) = (26) = (26)
Shares issued upon exercise  BIREEEIIE
of share options under the  EREME MR
share option scheme (B24)
(Note 24) 14,581 - - (3,65 - - - — 10930 - 10930
Transfer of share option BREENmEIBRE
reserve upon the forfeiture & ff
of share options = = = (479 = = 4479 = = = =
Perpetual securities XEERAR
distribution - - - - - - - (58790  (58,790) - (58,790)
Perpetual securities KEEREED
repurchase — — — — = — —  (1981,095) (1.981,095) —  (1981,095)
Final dividend for 2017 H=E-tERBRE = = = = = —  (34390) —  (343960) —  (343960)
Balance at 30 June 2018 R-Z-NERA=TH
okt 8125489 (1,236,460) (236 34316 49862 (202619 4009921 350,788 11,131,061 251 1,158,578
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Condensed Consolidated Statement of Cash Flows

Wl 55 & Bl & i B R

For the six months ended

30 June
BEANAZ=+HILERMER
2019 2018
—hE —E)N\F
Unaudited Unaudited
RRBEE RISERZ
Notes HK$'000 HK$'000
B 5% FTHET FHET
Net cash flows used in operating activities EEEFHFMARETERH 28 (4,498,896) (3,643,053)
Cash flows from investing activities RETHRERE
Purchases of property, plant and equipment BEW¥ - B&ERk& (14,954) (2,383)
Net cash flows used in investing activities KEEHMARES A2 FE (14,954) (2,383)
Cash flows from financing activities MEATHREEE
Dividend paid to shareholders R R AR B (152,995) (343,986)
Capital contribution from minority interest ~ DR REZSTE
holders — 301,505
Proceeds from issuance of debt securities TEBESFMBRE 24,245,837 22,835,494
Repayment of debt securities Eifﬁf%m (18,342,525) (14,932,539)
Net repayment of bank borrowings EEBRTERFE (310,730) (4,018,288)
Repurchase of perpetual securities B o)oKk B H A (322,235) (1,981,095)
Perpetual securities distribution KEFER DK (7,938) (58,790)
Net proceeds from shares issued upon B e 4 Bk 0 T 35 17 Bk 0 BT 15
placement of shares FEF 23 — 1,992,848
Net proceeds from the issuance of shares [ 8% % 1 J# 17 { i 3 1T AL 3
upon exercise of share options P15 AR IE %5 24 — 10,930
Purchase of shares held under the BERMHEREETHEDN
share award scheme & 1n (4,004) (23,588)
Principal portion of lease payments HERNRH RS EHH (9.437) =
Interest portion of lease payments & R A R A (994) =
Net cash flows from financing activities BEEZHEREFE 5,094,979 3,782,491
Net increase in cash and cash equivalents R&RBE &S EWIBMSH 581,129 137,055
Cash and cash equivalents at beginning HOREE LR EEY
of period (excluding time deposits with TEERERRRIEES
original maturity more than three months R=18 A & E BF %)
when acquired) 4,001,198 2,108,512
Effect of foreign exchange rate changes, net EXZ &M £ F%5H 188 665
Effect of impairment allowance on cash and ﬁﬁﬁﬁﬁﬁﬁ&fﬂﬁ%fgﬁ%
cash equivalents, net Hx 2835 (7) (21)
Cash and cash equivalents at end of period HEXBEKESEEY 4,582,508 2,246,211

Guotai Junan International | 2019 Interim Report



Condensed Consolidated Statement of Cash Flows

s G B eRER

A

IR

For the six months ended

30 June
BEXNA=THLRER
2019 2018
—Z-nE —TN\F
Unaudited Unaudited
AEEL REEZ
Notes HK$'000 HK$'000
P &% THERT TET
Analysis of balances of cash and cash ReRASERDH
equivalents BRI
Cash and bank balances Re MRITER 3,841,240 1,826,211
Non-pledged time deposits with original FRERIBETE =AM
maturity of less than three months when REAE B 7 H
acquired 741,268 420,000
Cash and cash equivalents as stated in the RGARSTRERMIZ
condensed consolidated statement of RekBeEEY
cash flows 4,582,508 2,246,211
Non-pledged time deposits with original FRERIBABAR=EAN
maturity more than three months when AR E B 7
acquired 93,539 221,287
Cash and cash equivalents as stated in the EBLZRABEMA R Z
condensed consolidated statement of RekFeZEEY
financial position 4,676,047 2,467,498
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Notes to the Interim Financial Information

w1 B 25 R B

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 (“GJSCL") 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 20 August
2019.
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Notes to the Interim Financial Information

2. Basis of preparation and changes in accounting
policies

2.1

Basis of preparation

The unaudited
six months ended 30 June 2019 has been prepared

interim financial information for the
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
consolidated financial statements of the Group for the

read in conjunction with the audited
year ended 31 December 2018, which have been prepared
in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs").

The financial information relating to the year ended 31
December 2018 that is included in the Interim Report
2019 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 2018 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.

w390 Bt 285 R B Rk

2. GUERREHHERD

2.1

R EE

BE_ZT-NAFAA=+AHIE
NEANAKRREZTHYEE
MIOIRBEEEGFMAG (&
AEMAG)EMNTES
FHER([E B &R ) E34
BIPHMBREIRE - RE
ERTHUBEREEREE
BE_Z-N\F+_A=+—
ALFEEREREAMBRE
(REBEFBFBEREE(FE
%S LR ) #s B — 6 B

12

G

o

—E—NFRBAAEAIELE
WEE-_ZT—N\F+-_A=+
—AILtFENSBEERL T E
B AN A B 3% 6 TS BOOA TE F B 4R
EHBHRE  HEBERIE
BEZEVBHRE - EERIE
N EME P EA3615 B F 4% FE 1Y
ZELATHBERENE—FE
BT

ARBERERRKDF
662(3) 16 K M RO6FE 3R E
AAREMEER2XBE"
Z-NE+_HA=t+—HIF
EH) BT HR R o

ARBZEMERZ ST B ]
RIERME - ZRBERE
TEAREER YEHAZR
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Notes to the Interim Financial Information

w300 S 285 R B

2. Basis of preparation and changes in accounting
policies (continued)

2.1

2.2

Basis of preparation (continued)

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 2018 disclosed in the 2018 annual
report of the Company, except for the adoption of new
standards effective as of 1 January 2019. The Company
has not early adopted any other standard, interpretation
or amendment that has been issued but is not yet
effective.

Certain comparative figures have been reclassified to
conform with current year's presentation.

New standards, interpretations and amendments
adopted by the Group

The accounting policies adopted in the preparation of the
interim condensed consolidated financial information are
consistent with those applied in the preparation of the
Group's annual consolidated financial statements for the
year ended 31 December 2018, except for the adoption
of the new and revised Hong Kong Financial Reporting
Standards (“HKFRSs") effective as of 1 January 2019.

HKFRS 16 Leases

HK(FRIC)-Int 23 Uncertainty over Income Tax
Treatments

Amendments to Plan Amendment Curtailment or

HKAS 19 Settlement
Amendments to Long-term Interests in
HKAS 28 Associates and Joint Ventures

Annual Improvements Amendments to HKFRS 3,
2015-2017 Cycle HKFRS 11, HKAS 12 and
HKAS 23

Guotai Junan International | 2019 Interim Report

WMAUEERETARERED

/43 )
(#8)

2.1

2.2

R EE(E)

BRENERAR-Z—NE—A—
AWM ENIN  BERL
ERTPHUEERAAEK
BRBAEEEUARETEIES
A R AR EARE T —
NFEEFABEEBRE_FT N
FH+-A=+—-HILFEL=
BEAMBRERMAERR -
AEEYEREFRACBME
R MR AR - &
BHER -

ETHBRERKERDH LA
REEAFEMNZT -

REBPATRAAFETER
RERETAR

AT HAERAREMBEERR
RO EFTBERERHEAKE
BE_ZT-\$+-A=+—H
LFENFESAMERRM
RAEMARB  ERAR_F—
NE-A-—BERNFITRE
BERNEAMBREEN(E
B RS E R D RSN o

BRANBHEENE HE

16%%

BEERRBRE FEREENTEE
2EBZ8E) 7S
-RERBH

BRGHENEIGR HELL HH
CHES w5

FE e £ REEZRAREEL
FBR(BITN)  RZRAES

“T-REECR- FRYBHSEN

tEES B35 BEAF

MEENE HEERETE -
BE B El
FI2EREEE

ERED3FHET



Notes to the Interim Financial Information

w390 Bt 285 R B Rk

2. Basis of preparation and changes in accounting 2. BEEEREHHEXEH
policies (continued) (#&)

2.2 New standards, interpretations and amendments 2.2 AEBEFFRMWFEIER

adopted by the Group (continued)

Other than as explained below regarding the impact of
HKFRS 16 Leases and HK(IFRIC)-Int 23 Uncertainty over
Income Tax Treatments, the new and revised standards
are not relevant to the preparation of the Group's interim
condensed consolidated financial information. The nature
and impact of the new and revised HKFRSs are described
below:

HKFRS 16 Leases

HKFRS 16 replaces HKAS 17 Leases, HK(IFRIC)-Int 4
Determining whether an Arrangement contains a Lease,
HK(SIC)-Int 15 Operating Leases — Incentives and HK(SIC)-
Int 27 Evaluating the Substance of Transactions Involving
the Legal Form of a Lease. The standard sets out the
principles for the recognition, measurement, presentation
and disclosure of leases and requires lessees to account for
all leases under a single on-balance sheet model. Lessor
accounting under HKFRS 16 is substantially unchanged
under HKAS 17. Lessors will continue to classify leases as
either operating or finance leases using similar principles
as in HKAS 17. Therefore, HKFRS 16 did not have an impact
for leases where the Group is the lessor.

The Group adopted HKFRS 16 using the modified
retrospective method of adoption with the date of initial
application of 1 January 2019. Under this method, the
standard is applied retrospectively with cumulative effect
of initial adoption at 1 January 2019 and the comparative
information for 2018 was not restated and continues to be
reported under HKAS 17.
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FANXZEE - ZEAHT
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BMATAREBE B G ERFE
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Notes to the Interim Financial Information

w300 S 285 R B

Basis of preparation and changes in accounting
policies (continued)

2.2 New standards, interpretations and amendments

adopted by the Group (continued)

HKFRS 16 Leases (continued)

New definition of a lease

Under HKFRS 16, a contract is, or contains a lease if the
contract conveys a right to control the use of an identified
asset for a period of time in exchange for consideration.
Control is conveyed where the customer has both the
right to obtain substantially all of the economic benefits
from use of the identified asset and the right to direct the
use of the identified asset. The Group elected to use the
transition practical expedient allowing the standard to be
applied only to contracts that were previously identified as
leases applying HKAS 17 and HK(IFRIC)-Int 4 at the date
of initial application. Contracts that were not identified
as leases under HKAS 17 and HK(IFRIC)-Int 4 were not
reassessed. Therefore, the definition of a lease under
HKFRS 16 has been applied only to contracts entered into
or changed on or after 1 January 2019.

At inception or on reassessment of a contract that contains
a lease component, the Group allocates the consideration
in the contract to each lease and non-lease component
on the basis of their standard-alone prices. A practical
expedient is available to a lessee, which the Group has
adopted, not to separate non-lease components and
to account for the lease and the associated non-lease
components (e.g., property management services for
leases of properties) as a single lease component.
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Notes to the Interim Financial Information

w390 Bt 285 R B Rk

2. Basis of preparation and changes in accounting 2. R EERSFTHELH

policies (continued) (#&)
2.2 New standards, interpretations and amendments 2.2 AEBEFFRMWFEIER
adopted by the Group (continued) REREBRASE)

HKFRS 16 Leases (continued)

As a lessee — Leases previously classified as operating
leases

Nature of the effect of adoption of HKFRS 16

The Group has lease contracts for various items of
property, machinery and other equipment. As a lessee, the
Group previously classified leases as either finance leases
or operating leases based on the assessment of whether
the lease transferred substantially all the rewards and
risks of ownership of assets to the Group. Under HKFRS
16, the Group applies a single approach to recognise
and measure right-of-use assets and lease liabilities for
all leases, except for two elective exemptions for leases
of low value assets (elected on a lease by lease basis)
and short-term leases (elected by class of underlying
asset). The Group has elected not to recognise right-of-
use assets and lease liabilities for (i) leases of low-value
assets; and (ii) leases, that at the commencement date,
have a lease term of 12 months or less. Instead, the Group
recognises the lease payments associated with those
leases as an expense on a straight-line basis over the lease
term.

Impacts on transition

Lease liabilities at 1 January 2019 were recognised based
on the present value of the remaining lease payments,
discounted using the incremental borrowing rate at 1
January 2019 and included in bank and other borrowings.

The right-of-use assets were measured at the amount of
the lease liability immediately before 1 January 2019. All
these assets were assessed for any impairment based on
HKAS 36 on that date. The Group included the right-of-
use assets in property, plant and equipment.

BERMBREENF16FEE
(%)

EREEA — RADESK
EHECZHEE

400 75 7 5 75 4 7 L SE 168

27 48 i BT

AEERBBEZEYME HER
HMRENHERLD - (ER&A
MA - AKE LA E B f
HERTHREEMAENR
RO EBLABRBRETAE
CKEESBEABMEHEEN
REHE - REBFEVBHRS
EQFE16H  ARBEEAE—
EHEANMFTEMEHENER
REERBEERE  EMER
BEHREBELNEEEEEM
EzzEEEREEE)RE
HAEE(REEEERNEER)
BRON o ANER HIE 12 A FE R () 1K
BEEEMESE: Ri)XFHEHBA
HERSI2EALATHEE
MERBEEREERE R
2 AEBZESKEERAS
M % % 0 S AE B A TE B 5K

BETE

R-ZE-NAE—-A-HNHEE
EERESRTEHENRNRE
R REDNEA_ZT-NAF
—A—BMEEEENXAR -
FRAASRTTREMEE -

EREEERER_T—NF
—A—BRMBEERES B
H-MAEZEEEORNZAR
BEE ST ER 365 T R
B -AKEGERAREETA

BRE ZE R | 2019 T RS

61



62

Notes to the Interim Financial Information
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2. Basis of preparation and changes in accounting
policies (continued)

2.2 New standards, interpretations and amendments
adopted by the Group (continued)

HKFRS 16 Leases (continued)

As a lessee — Leases previously classified as operating
leases (continued)

Impacts on transition (continued)

The Group has used the following effective practical
expedients when applying HKFRS 16 at 1 January 2019:

Used a single discount rate to a portfolio of leases
with reasonably similar characteristics;

Relied on its assessment of whether leases are
onerous immediately before the date of initial
application;

Applied the short-term leases exemptions to leases
with lease term that ends within 12 months at the
date of initial application;

Excluded the initial direct costs from the
measurement of the right-of-use asset at the date of
initial application; and

Used hindsight in determining the lease term where
the contract contains options to extend or terminate
the lease.
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2. Basis of preparation and changes in accounting 2.

policies (continued)

2.2 New standards, interpretations and amendments

adopted by the Group (continued)
HKFRS 16 Leases (continued)

As a lessee — Leases previously classified as operating

leases (continued)

Impacts on transition (continued)

The impacts arising from the adoption of HKFRS 16 as at

1 January 2019 are as follows:

T T e

Notes to the Interim Financial Information
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EREEA — RADESK

LHEZHEE(E)

R-E-NFE—-A—BRAE

B MEERE16RE LR

FENT:
HK$'000
FHET
Assets BE
Increase in property, plant and equipment M - BB RGN 53,060
Increase in total assets 48 & FE I N 53,060
Liabilities a&
Increase in bank and other borrowings R 17 & H b 18 FRIE 0 51,106
Increase in other payables and accrued Hfh A A R Bt B &
liabilities 1,954
Increase in total liabilities B EEN 53,060

Summary of new accounting policies

The accounting policy for leases as disclosed in the annual
financial statements for the year ended 31 December 2018
is replaced with the following new accounting policies
upon adoption of HKFRS 16 from 1 January 2019:
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Basis of preparation and changes in accounting
policies (continued)

2.2 New standards, interpretations and amendments

adopted by the Group (continued)

HKFRS 16 Leases (continued)

Summary of new accounting policies (continued)

Right-of-use assets

Right-of-use assets are recognised at the commencement
date of the lease. Right-of-use assets are measured
at cost, less any accumulated depreciation and any
impairment losses, and adjusted for any remeasurement
of lease liabilities. The cost of right-of-use assets includes
the amount of lease liabilities recognised, initial direct
costs incurred, and lease payments made at or before
the commencement date less any lease incentives
received. Unless the Group is reasonably certain to obtain
ownership of the lease asset at the end of the lease term,
the recognised right-of-use assets are depreciated on a
straight-line basis over the shorter of the estimated useful
life and the lease term.

Lease liabilities

Lease liabilities are recognised at the commencement
date of the lease at the present value of lease payments to
be made over the lease term. The lease payments include
fixed payments (including in-substance fixed payments)
less any lease incentives receivable, variable lease
payments that depend on an index or a rate, and amounts
expected to be paid under residual value guarantees.
The lease payments also include the exercise price of a
purchase option reasonably certain to be exercised by
the Group and payments of penalties for termination of a
lease, if the lease term reflects the Group exercising the
option to terminate. The variable lease payments that do
not depend on an index or a rate are recognised as an
expense in the period in which the event or condition that
triggers the payment occurs.
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Notes to the Interim Financial Information
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2. Basis of preparation and changes in accounting 2. R EERSFTHELH

policies (continued) (#&)
2.2 New standards, interpretations and amendments 2.2 AEBEFFRMWFEIER
adopted by the Group (continued) REREBRASE)

HKFRS 16 Leases (continued)

Summary of new accounting policies (continued)

Lease liabilities (continued)

In calculating the present value of lease payments,
the Group uses the incremental borrowing rate at the
lease commencement date if the interest rate implicit
in the lease is not readily determinable. After the
commencement date, the amount of lease liabilities is
increased to reflect the accretion of interest and reduced
for the lease payments made. In addition, the carrying
amount of lease liabilities is remeasured if there is a
modification, a change in the lease term, a change in
the in-substance fixed lease payments or a change in the
assessment to purchase the underlying asset.

Significant judgement in determining the lease term of
contracts with renewal options

The Group determines the lease term as the non-
cancellable term of the lease, together with any periods
covered by an option to extend the lease if it is reasonably
certain to be exercised, or any periods covered by an
option to terminate the lease, if it is reasonably certain
not to be exercised.

The Group has the option, under some of its leases,
to lease equipment for additional terms of three years.
The Group applies judgement in evaluating whether it
is reasonably certain to exercise the option to renew. It
considers all relevant factors that create an economic
incentive for it to exercise the renewal. After the lease
commencement date, the Group reassesses the lease term
if there is a significant event or change in circumstances
that is within the control of the Group and affects its ability
to exercise the option to renew.
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Basis of preparation and changes in accounting
policies (continued)

2.2 New standards, interpretations and amendments

adopted by the Group (continued)

HKFRS 16 Leases (continued)

Significant judgement in determining the lease term of
contracts with renewal options (continued)

The Group included the renewal period as part of the
lease term for leases of plant and machinery due to the
significance of these assets to its operations. These leases
have a short non-cancellable period and there will be a
significant negative effect on production if a replacement
is not readily available.

HK(IFRIC) — Int 23, “Uncertainty over Income Tax
Treatments”

The Interpretation addresses the accounting for income
taxes when tax treatments (current and deferred) when
tax treatments involve uncertainty that affects the
application of HKAS 12 (often referred to as "uncertain
tax positions”). The interpretation does not apply to
taxes or levies outside the scope of HKAS 12, nor does it
specifically include requirements relating to interest and
penalties associated with uncertain tax treatments. The
interpretation specifically addresses (i) whether an entity
considers uncertain tax treatments separately; (i) the
assumptions an entity makes about the examination of
tax treatments by taxation authorities; (iii) how an entity
determines taxable profits or tax losses, tax bases, unused
tax losses, unused tax credits and tax rates; and (iv) how an
entity considers changes in facts and circumstances. Upon
adoption of the interpretation, the Group considered
the interpretation did not have any significant impact
on the Group's interim condensed consolidated financial
information.
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2. Basis of preparation and changes in accounting 2. GREEREFHELD
policies (continued) (&)

REBEFTERMAFETER -

2.2 New standards, interpretations and amendments 2.2

adopted by the Group (continued)

Amendments to HKAS 19 Plan Amendment, Curtailment
or Settlement

Amendments to HKAS 19 address the accounting for a
defined benefit plan when a plan amendment, curtailment
or settlement occurs. The amendments specify that when
a plan amendment, curtailment or settlement occurs
during the annual reporting period, an entity is required
to (i) determine current service cost for the remainder
of the period after the plan amendment, curtailment
or settlement using the actuarial assumptions used
to remeasure the net defined benefit liability or asset
reflecting the benefits offered under the plan and the plan
assets after that event, and (ii) determine net interest for
the remainder of the period after the plan amendment,
curtailment or settlement using the net defined benefit
liability or asset, reflecting the benefits offered under the
plan and the plan assets after that event and the discount
rate used to remeasure that net defined benefit liability
or asset.

The amendments also clarify that an entity first determines
any past service cost, or a gain or loss on settlement,
without considering the effect of the asset ceiling. This
amount is recognised in profit or loss. An entity then
determines the effect of the asset ceiling after the plan
amendment, curtailment or settlement. Any change in
that effect, excluding amounts included in net interest,
is recognised in other comprehensive income. The
amendments did not have any impact on the Group's
unaudited interim financial information.

Amendments to HKAS 28: Long-term interests in
associates and joint ventures

The amendments clarify that the scope exclusion of
HKFRS 9 only includes interests in an associate or joint
venture to which the equity method is applied and does
not include long-term interests that in substance form part
of the net investment in the associate or joint venture, to
which the equity method has not been applied.
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Basis of preparation and changes in accounting
policies (continued)

2.2 New standards, interpretations and amendments

adopted by the Group (continued)

Amendments to HKAS 28: Long-term interests in
associates and joint ventures (continued)

Therefore, an entity applies HKFRS 9, rather than HKAS
28, including the impairment requirements under HKFRS
9, in accounting for such long-term interests. HKAS 28 is
then applied to the net investment, which includes the
long-term interests, only in the context of recognising
losses of an associate or joint venture and impairment of
the net investment in the associate or joint venture. The
Group does not have long-term interests in its associate
and joint venture upon adoption of the amendments
on 1 January 2019 and concluded these amendments
had no impact on the condensed consolidated financial
statements.

Annual Improvements 2015-2017 Cycle

HKFRS 3 Business Combinations

The amendments clarify that, when an entity obtains
control of a business that is a joint operation, it applies
the requirements for a business combination achieved in
stages, including remeasuring previously held interests in
the assets and liabilities of the joint operation at fair value.
In doing so, the acquirer remeasures its entire previously
held interest in the joint operation.

An entity applies those amendments to business
combinations for which the acquisition date is on
or after the beginning of the first annual reporting
period beginning on or after 1 January 2019, with early
application permitted.

These amendments had no impact on the condensed
consolidated financial statements of the Group as there is
no transaction where a joint control is obtained.
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Notes to the Interim Financial Information

Basis of preparation and changes in accounting
policies (continued)

2.2 New standards, interpretations and amendments

adopted by the Group (continued)

Annual Improvements 2015-2017 Cycle (continued)

HKFRS 11 Joint Arrangements

A party that participates in, but does not have joint
control of, a joint operation might obtain joint control
of the joint operation in which the activity of the joint
operation constitutes a business as defined in HKFRS 3.
The amendments clarify that the previously held interests
in that joint operation are not remeasured.

An entity applies those amendments to transactions in
which it obtains joint control on or after the beginning of
the first annual reporting period beginning on or after 1
January 2019, with early application permitted.

These amendments had no impact on the condensed
consolidated financial statements of the Group as there is
no transaction where a joint control is obtained.

HKAS 12 Income Taxes

The amendments clarify that the income tax
consequences of dividends are linked more directly to
past transactions or events that generated distributable
profits than to distributions to owners. Therefore, an entity
recognises the income tax consequences of dividends
in profit or loss, other comprehensive income or equity
according to where it originally recognised those past
transactions or events.

An entity applies the amendments for annual reporting
periods beginning on or after 1 January 2019, with early
application permitted. When the entity first applies
those amendments, it applies them to the income tax
consequences of dividends recognised on or after the
beginning of the earliest comparative period.
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Basis of preparation and changes in accounting
policies (continued)

2.2 New standards, interpretations and amendments

adopted by the Group (continued)

Annual Improvements 2015-2017 Cycle (continued)
HKAS 12 Income Taxes (continued)

Since the Group's current practice is in line with these
amendments, they had no impact on the condensed
consolidated financial statements of the Group.

HKAS 23 Borrowing Costs

The amendments clarify that an entity treats as part of
general borrowings any borrowing originally made to
develop a qualifying asset when substantially all of the
activities necessary to prepare that asset for its intended
use or sale are complete.

The entity applies the amendments to borrowing costs
incurred on or after the beginning of the annual reporting
period in which the entity first applies those amendments.
An entity applies those amendments for annual reporting
periods beginning on or after 1 January 2019.

Since the Group's current practice is in line with these
amendments, they had no impact on the condensed
consolidated financial statements of the Group.
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Notes to the Interim Financial Information

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
("ETF") 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)

The unaudited segment results of the Group for the six months
ended 30 June 2019 are as follows:

ReEFEER (2)

AEEBE-_ZT-AFAA=TAHL
NEANKEEZ D MERWT

Financial
products,
market
Corporate Asset Loans and making and
Brokerage finance management financing investments Others Total
SMER
e OLEMR REEE HRRME WITRER o] #nt
HK$'000  HK$'000 HK$'000  HK$'000 HK$'000  HK$'000  HK$'000
FHET FTET FTET TERT FTET TERT TERT
Segment revenue and DEBBAREMBA:
other income:
Sales to external HETHNER
customers 291,667 452,559 10,215 558,649 1,050,158 3,393 2,366,641
Inter-segment sales Dz EEE - - - - - - —
Total @it 291,667 452,559 10,215 558,649 1,050,158 3,393 2,366,641
Segment results RS 76,007 243,700 693 (219,273) 630,778 — 731,905
Income tax expense FrEREX (87,174)
Profit for the period 275 644,731
Other segment Hit 5 38 #
information:
Depreciation e 14,755 5,303 1,788 6,270 2,004 — 30,120
Finance costs BEMK 2,341 — — 128,282 306,732 — 437,355
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rReEFEER (2)

AEEHE-ZT-N\FAA=TAHL

3. Operating segment information (continued) 3.

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

NEANKEEZ D MERWT

Financial
products,
market
Corporate Asset Loans and making and
Brokerage finance management  financing investments Others Total
TREM -
g CLERA BEEE BERREE HTRRE Hit st
HK$'000  HK$'000 HK$'000  HK$'000 HK$'000  HK$'000  HK$'000
TEL TET TET FET TET TET TEL
Segment revenue and DA R EAL WA -
other income:
Sales to external HETHNER
customers 271,437 335,355 10,561 716,824 344,038 1,100 1,679,315
Inter-segment sales Dz EEE — — — — — — —
Total @it 271,437 335,355 10,561 716,824 344,038 1,100 1,679,315
Segment results RS 108,275 196,949 (8,803) 264,376 76,189 — 636,986
Income tax expense FrEREX (95,295)
Profit for the period bl 541,691
Other segment Hit 5 38 #
information:
Depreciation & 3,773 4,968 903 6,712 2,007 — 18,363
Finance costs BB KA 8,381 — — 158,373 161,591 — 328,345
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4. Revenue 4. WA
The Group's revenue is disaggregated as follows: REEMWABRANSTOT :
For the six months ended
30 June
BEXNA=THLXEA
2019 2018
—E—-hE —E-N\F
Unaudited Unaudited
KEF RNEEZ
HK$'000 HK$'000
TH#T T T
Revenue from contracts with customers K EHEF &4 M 2%
Brokerage: T
Securities 7 2 251,987 227,302
Futures and options BE & Hi b 8,335 13,688
Handling income FEBKA 27,372 23,447
Leveraged foreign exchange 1H R HNE 729 1,489
Insurance = B 3,244 5,511
e = 291,667 | 2i14ST
Corporate finance: TERE:
Placing, underwriting and sub- e AEEDAEAS
underwriting commission
— Debt securities - BBES 324,536 258,439
- Equity securities - IR 92,778 59,875
Consultancy and financial advisory BEREEEERAELA
fee income 35,245 17,041
o asass 3335
Asset management: BEBHE:
Management fee income BEBBIRA 10,111 6,327
Performance fee income RIREBEWA 104 4,234
== 10,215 10,561
Financial products: TRUEm:
Net income on structured IR EmB A
financial products 268,452 386,877
..o ety
Revenue from other sources B E A KR B9 mm
Loans and financing: ERRREE :
Interest and handling income from BEEREFHRMENNER
customers and counterparty FEERA
financing 362,275 603,351
Interest income from banks and others 277 & E #b 7 B 4 A 196,374 113,473
558,649 716,824
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Revenue (continued) 4. WA (%)
For the six months ended
30 June
BENXA=THILAKEAR
2019 2018
“E2E-hE —Z)N\F
Unaudited Unaudited
RKEF NEEZ
HK$'000 HK$'000
THET T T
Market making and investments: kiR E :
Trading gain/(loss) on debt securities BREFXI W= (BE)
— Listed securities - &S 377,169 (281,524)
— Unlisted securities - EEMEH 31,094 (12,645)
Interest income from debt securities (ERECE= R PSEI PN
— Listed securities - EWmEH 337,728 230,775
— Unlisted securities — JEETRES 33,486 18,648
Trading (loss)/gain on exchange traded XREMRHELRS (BE),/
funds Iz (263) 474
Trading gain/(loss) on equity securities BRAZFHX W, (E18) 12,616 (42,941)
Trading loss on unconsolidated HFaMREEGRHIER
investment funds (54,271) (4,326)
Net gain on foreign exchange A BE W 25 % 58 24,501 26,599
Net gain on financial assets at fair value ZAFEFTABZNEHE
through profit or loss E: e & 13,640 16,407
Interest income from unlisted financial RATFEFABRZNIELET
assets at fair value through profit or T Rl E A B A
loss — 2,127
Dividend income A% B A 6,006 3,567
781,706 (42,839)
2,363,248 1,678,215
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5. Staff costs 5. BIWAX
For the six months ended
30 June
B8EZANBA=1+HLKMEA
2019 2018
—E—-hEF —ZE-)N\F
Unaudited Unaudited
KIEE B REEZ
HK$'000 HK$'000
T#T FAxT
Staff costs (including directors’ ETRA(BEEEN:) -
remuneration):
Salaries, bonuses and allowances e - B4 KEBL 335,576 253,821
Share-based compensation expenses VA BR A7) /5 25 B 46 18 B 2
— Share option scheme (note 24) — BB ST 8 (MY 5E24) 3,481 1,677
— Share award scheme (note 25) — &1 i@ EF & (KT 5E25) 23,751 26,752
Pension scheme contributions RIKE FT 8 4,743 4,065
367,551 286,315
6. Finance costs 6. MERNAK
For the six months ended
30 June
BENRA=1THLX{EA
2019 2018
—ZE—hE§ —ZE-)N\F
Unaudited Unaudited
RXEBEER REEZ
HK$'000 HK$'000
T#T FAT
Bank borrowings and overdrafts RITEEREX 166,993 148,870
Debt securities in issue BEEITERE S 122,557 88,188
Securities borrowing and lending BEEE 3,493 1,621
Financial instruments at fair value through &2 FEAEZH
profit or loss TRMIA
— Debt securities held for trading - BIEEENEKES 42,286 38,624
Repurchase agreements o] 8 17 =& 87,839 45,137
Lease liabilities HEAE 994 =
Others H A 13,193 5,905
437,355 308,345
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7. Profit before tax 7. BR B AT F
The Group's profit before tax is arrived at after charging/ AN 52 B 7 Bk B AN R Y AR 00 (B
(crediting): AN UTEIBERE L

For the six months ended

30 June
BEXNA=THLARMEA
2019 2018
—E—-hE —E-N\F
Unaudited Unaudited
RKEBER REEZ
HK$'000 HK$'000
TET FAxT
Professional and consultancy fees HERKAE 40,229 32,544
Information service expense &R X 15,684 13,578
Repairs and maintenance (including wERGE (BRAGERE)
system maintenance) 26,068 21,285
Marketing, advertising and promotion MZHERE BEREERAX
expenses 4,007 2917
Foreign exchange difference, net HNEE VF = BB 13,675 46,101
Other commission expenses EM e 13,822 9,522
Net impairment charge on loans and BTEPERRBAFREFHE
advances to customers 499,988 188,169
Net impairment charge on accounts JE U R TR R B % R
receivable 12,697 6,947
Net reversal of impairment on other BOEMSREERERAE
financial assets and loan commitments D RIEDE-C] (644) (503)
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8. Income tax expense

FrEBiRAX

For the six months ended

30 June

BEXNA=THLKREAR
2019 2018
ZE-hF —Z)N\F
Unaudited Unaudited
RETER NEEZ
HK$'000 HK$'000
THET T T

Current, Hong Kong BNy — /&

— Charge for the period - BRI 85,777 117,903
Deferred iR & 1,397 (22,608)
Total tax charge for the period H AT IE B 2 87,174 95,295

Hong Kong profits tax has been provided at the rate of 16.5%
(2018: 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$321,290,000 or HK$0.042 per ordinary share (2018:
HK$252,241,000 or HK$0.033 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$2,768,000 (2018: HK$2,366,000) for the six
months ended 30 June 2019. 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$0.02 per
ordinary share for the year ended 31 December 2018 on 18
March 2019 and paid the final dividend of approximately
HK$152,995,000 on 20 June 2019, as further adjusted to include
the dividend for shares issued under the Company's general
mandate and share option scheme and which amounted to
nil and the dividend for the shares held and vested shares
under the share award scheme amounting to HK$50,000 and nil
respectively.
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fi S+ FB SR I B R 16.5% (= F
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BETH REKRE

EFZQERBE_ZE-—NAERH
StAEREAERTHRKRED
321,290,0007% 7T =k & i & 8 % 0.042
B 7T (ZF — \ 5 : 252,241,0007% T
R E B ARC.033/& 7T) - I 2R kR
RIRAR BB B2 Ryt 815 B B D B
I B 2 8 492,768,000% 7T (Z T —/\
F:2,366,0008E T ERAE - WE
B HI & 23k 3 e P IR M R TR 3R
SHMREREE XD AT BEER N E

RR—HEE -

EFeX_Z-AF=HA+/\BEZ
REBEZE_Z-/\F+-_A=+—H
IFFE R KRS &R EER0.02E
T YRZFE-AFRAZTHIRRN
RE IR B %9152,995,0007% 7T : B
HAEEBRFABRARA —REER
BREEEERD CBRETET
AR AR B BB R AT 8l 0 B B X
5 8 Ik 10 2 Bx £.50,0008 T K E
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10. 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 2019 is based on the profit attributable to
ordinary equity holders of the parent of HK$638,856,000
(2018: HK$506,841,000) and the weighted average number
of ordinary shares in issue less shares held under the
Company’s share award scheme of 7,651,007,000 (2018:
7,525,941,000) during the period.

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.

10.

&
a2

—_

w390 Bt 285 R B Rk

RAEBRERRRELER

A R MR A D ER T
EEIE g

(a)

BREFXRF

BE_Z-NAFAA=+AHIE
HifE - SREREN TR
MDA R AR R (5 R
638,856,000 7T (—F —/\
% : 506,841,000% 7T) & E %
17 & 3 A B D0 HE 7 9 BURIR AN
REBRGD B EFENRN
#7,651,007,0008% (= & — )\
% :7,525,941,0000%) 5t &

BREERA

BREFRN DR AL R
PRAR B AEMETE © &
B AT AR & R A I AR T8
THE st EG R EREN R A
MEACETEAREAE - A
RBRRMBEEEEEEBRE
BRETEIERSERRE
ERTREBHTHEERMNE
FIE o
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10. Earnings per share attributable to ordinary

equity holders of the parent (continued)
quity P

(b) Diluted earnings per share (continued)

The calculation of diluted earnings per share is as follows:

10. BRAREERKRREGER
B A )

(b) ERBERAE)
SRESRNGFENT:

For the six months ended

30 June
BEXNA=THL{EA
2019 2018
—E2-hEF —E-N\F
Unaudited Unaudited
KEBEFE NEE
HK$'000 HK$'000
THT T T
Profit attributable to ordinary equity £ /2 &) % i3 A% B% 5 & 165 3% 7
holders of the parent (in HK$'000) (AT TE) 638,856 506,841
Weighted average number of ordinary ARG EESREARZF K
shares in issue less shares held for BB 1T & @ AR a0
the share award scheme used in the T HUF & Ik (7 52 B 5+ 2
basic earnings per share calculation  #F B KK
(in '000) (AF&D) 7,651,007 7,525,941
Effect of dilution — weighted average # @& 2 — L@ MNE
number of ordinary shares: T E:
Share options under the share BB RRRE AT I IE T &Y B8 AR
option scheme (in '‘000) (LAF 3D 6,238 11,782
Awarded shares under the share R tn 22 B =t 81 15 T /O 22 B
award scheme (in ‘000) R& 19 (LAF51) 9,423 12,795
Number of ordinary shares for the HERBEBRNGTED S
purpose of diluted earnings per TR A CATFED)
share calculation (in ‘000) 7,666,668 7,550,518
Diluted earnings per share (in HK G EER R A B
cents) 8.33 6.71
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Loans and advances to customers

w390 Bt 285 R B Rk

MTEFHNERRBR

As at As at
30 June 31 December
2019 2018
W—B—hE RKR-_ZT—N\F
~AB=+HB +=-—A=+—H
Unaudited Audited
REE LR A%
HK$'000 HK$'000
THET THET
Non-current IE 7 &

Term loans to customers HTEEFHMTEHER 858,000 2,340,000
Less: impairment R E (429) (1,170)
. 857,571 2,338,830

Current mE
Margin loans FREX 10,747,044 9,430,753
Term loans to customers HKTREFHTEHER 1,399,911 1,079,788
Less: impairment R E (1,074,725) (573,996)
e 1072230 953585
11,929,801 12,275,375

As at 30 June 2019, margin loan balances included loans
to directors of HK$60,000 (31 December 2018: HK$253,000)
as detailed in note 12 of the unaudited interim financial
information.

Loans and advances are categorised into excellent, good,
fair and individually impaired. Excellent refers to exposures
which margin obligation can be met and payment of interest
and principal is not in doubt, with good quality and liquidity
of collaterals. Good refers to exposures which principal and
interest are partially or fully secured but at a relatively low
level. Fair refers to exposures which principal and interest are
still partially or fully secured at a moderate level but quality
of the collateral is deteriorating. Individually impaired refers
to exposures which loss, partial or full, has incurred and with
insufficient collateral.

BE_T-NFRNA=1TB R
ERESREREG TEFEER60,000
BAT(ZE-N\F+=_A=+—8:
253,000 7T)  FIFEHEN KL EZ
o HA B 5 BRI N2 e

ERRBROBRES B &
BRERRE - BEEAIRITHE
BEERASMMEN KL EREK - B
EfmmERRBERGNRAR -
BEEASNNES B E2HEE
HREKFRENER EBEAS
A BATS BB 23 3k 2 #E A 15 47 (B8 4K 4
mBEFAEZEEZNEAR - @5 RE
FEEAN AT HEBERAERR
ERmeER -
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11. Loans and advances to customers (continued) M. B®FEFNERKRBRE)

BAEEABEETARE FX
SEHR-_ZE-AFANA=+B=
E-N\E+_A=+t-HNEELE

Analysis of the gross carrying amount as at 30 June 2019/31
December 2018 by the Group's internal credit rating and period
end/year end classification:

82

DT
12-months
expected Lifetime ECL Lifetime
credit loss not credit- ECL credit-
(“ECL") impaired impaired Total
KEHRE CEHRE
Unaudited RBEX 12ERARAYE ®HR2HRAE HR2HUEH
As at 30 June 2019 RZE—-AEXA=+H EHEEE EHRE EHEHRE #
(Stage 1) (Stage 2) (Stage 3)
(F1ER) (B2FE8) (FB3EE)
HK$'000 HK$'000 HK$'000 HK$'000
Internal rating grade AR FTET TERT TERT FiERT
Performing R#
Excellent B5 10,233,793 — — 10,233,793
Good 18 4 — — — —
Fair i 715,122 — — 715122
Non-performing R
Individually impaired (R INERE — — 2,056,040 2,056,040
10,948,915 — 2,056,040 13,004,955
Lifetime ECL Lifetime
12-months  not credit-  ECL credit-
ECL impaired impaired Total
AM=ERE EREERE
Audited RER PREREH ®H2HEH HN2HEH
As at 31 December 2018 R-Z2-N\f+ZA=+—-HB FEEX FERX EERX @t
(Stage 1) (Stage 2) (Stage 3)
(ZEE) (B2 &) (F3EE)
HK$'000 HK$'000 HK$'000 HK$'000
Internal rating grade AR FET FET FTiERT FTERT
Performing R#
Excellent BF 11,695,838 — — 11,695,838
Good 18 4 — — — —
Fair TE — — — —
Non-performing R
Individually impaired (ERINCRE — — 1,154,703 1,154,703
11,695,838 — 1,154,703 12,850,541
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11. Loans and advances to customers (continued) M. E@FEFNERKRER®
Analysis of the gross carrying amount and the corresponding A EREEREREEBRAREE
ECL allowance is as follows: DWW

Lifetime ECL Lifetime

12-months not credit- ECL credit-
ECL impaired impaired Total

FEERE CEHERE

12BAFE ®BH2HUFAHE BHEYURY
EERX BHEEX BEHEEX # 5t
Unaudited Unaudited Unaudited Unaudited
RBEER RBEER RBEER REER
HK$'000 HK$'000 HK$'000 HK$'000

THET FTET FTET FTET
Gross carrying amount as at RZZE-NFE—A—HH
1 January 2019 FEZE 11,695,838 — 1,154,703 12,850,541
New assets originated, purchased B E%  EEEXEHEED
or transferred HEE 2,396,396 — 929,870 3,326,266
Assets derecognised or repaid ERIEHERHEEER
BE (3,143,319) — (28,533) (3,171,852)
Amount written off during HAKHES R
the period — — — —
Gross carrying amount as at RZE-NERA=TH
30 June 2019 fRRE A E 10,948,915 — 2,056,040 13,004,955
Lifetime ECL Lifetime
12-months  not credit-  ECL credit-
ECL impaired impaired Total
AEERE EBREERE
REAES w2HREH N8RS
FEERK FERE FERXK @5t
Audited Audited Audited Audited
BEG RERZ BERZ BEGZ
HK$'000 HK$'000 HK$'000 HK$'000
TET FTET FET FHET
Gross carrying amount as at RZE-N\F—-H—BH
1 January 2018 REAE 15,049,005 — 939,421 15,988,426
New assets originated, purchased B E4# - BEEENE &
or transferred B EE 3,225,675 — 344,940 3,570,615
Assets derecognised or repaid ERIEERIBEEED
BE (6,578,842) — (34,101) (6,612,943)
Amount written off during the year FR#iH & & — — (95,557) (95,557)
Gross carrying amount as at RZE-\F+-A=+—H
31 December 2018 R A 11,695,838 — 1,154,703 12,850,541
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11. Loans and advances to customers (continued) M. RFEFNERREBERE)
The movements in the ECL allowance on loans and advances HTEEFMERKBEZNEBEHEE
to customers are as follows: BRABEREEHEOT :
Lifetime ECL Lifetime
12-months not credit- ECL credit-
ECL impaired impaired Total
+-ERM EWMEERKE CESHE
RHUEE BHRAYER ®HFAYER
EE S EER% EERX @5t
Unaudited Unaudited Unaudited Unaudited
FEER FEER FEEX FEEX
HK$'000 HK$'000 HK$'000 HK$'000
THET THET THET THET
As at 1 January 2019 R-ZE-h&—F—H (13,316) — (561,850) (575,166)
New assets originated or purchased E4HEEMH L E (411) —_ —_ (411)
Assets derecognised or repaid BRIBAHERNEE 337 — — 337
Changes to risk parameters B2 EH 573 — (191,513) (190,940)
Transfer from stage 1to stage 3 ~ HE-—RBREBEFE=-KEK 4,272 — (4,272) -
Changes arising from transfer BHRRERAEENE
of stage — — (308,974) (308,974)
Amount written off during the HAMEeE
period — — — —
As at 30 June 2019 RZZE—NEA~B=TH (8,545) —  (1,066,609) (1,075,154)
Lifetime ECL Lifetime
12-months  not credit-  ECL credit-
ECL impaired impaired Total
+t=@AM TEEFERE EEFEERE
EHEE MEHFR OEHER
=ES FEBX FEEX e
Audited Audited Audited Audited
HK$'000 HK$'000 HK$'000 HK$'000
FET FET TET FExT
As at 1 January 2018 R-ZZE—-N\E—H—H (7,685) — (397,168) (404,853)
New assets originated or purchased E4XEEMNHEE (272) — — (272)
Assets derecognised or repaid BRIIERNEENEE 2,539 — — 2,539
Changes to risk parameters B2 8EE (8,062) — (199,280) (207,342)
Transfer from stage 1 to stage 3 HE—REEVEEZMBE 164 = (164) =
Changes arising from transfer BYRRMELENED
of stage — — (60,795) (60,795)
Amount written off during the year FN#isH ¢ 5 — — 95,557 95,557
As at 31 December 2018 R-Z—N\FE+=-B=+—8H (13,316) — (561,850) (575,166)
As at 30 June 2019, the contractual amount outstanding on BHE_Z-—AFSA=+TH B#M
loans and advances to customers that have been written off, but HEMIELRTEINLE TER
still subject to enforcement activity was HK$ nil (31 December ERRBRFINAREERENCERE
2018: HK$95,557,000). BT ZCE—NF+_A=+—8:

95,557,000/ 7T) °
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Loans and advances to customers (continued)

The ECL of non-standard financing is calculated on an
individual basis. The Group has pre-defined loss rate of each
loan’s category. The loss rate are reference to the default
rate for performing and non-performing grades from external
rating agencies. As at 30 June 2019, the average loss rate for
12-month ECL and lifetime ECL was 0.08% (31 December 2018:
0.11%) and 51.88% (31 December 2018: 48.66%) respectively.

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, 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 2019,
the total value of securities pledged as collateral in respect
of the margin loans was approximately HK$31,381 million (31
December 2018: HK$25,580 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$2,217,382,000 (31 December
2018: HK$3,380,146,000), and the accrued interest amounted
to HK$40,529,000 (31 December 2018: HK$39,642,000) as at 30

June 2019.

1.

w390 Bt 285 R B Rk

MTEFNERRBR#)

EIZERE R TEAEEBKER G
B AEBEpEBEERBERREETE
BEE - BIERSZINEFTREEY
REFRTRBANFERELE - N
T-NFERNA=1+H  12@AEHE
EBEAREHFTEFREERANTY
BEELEES R A0.08% (T —/\F+
—A=+—H:011%) %51.88% (—
T—N\FF+—A=+—H:48.66%) °

FREBEXK
AEERBLRRXSAEFREFER

B UBEPHNEARERBEMRER -
BREFPNEREEBRETNAEFHN
MBEERLRABHBERRNER
REEREE AKBHHEKRE
ERKFRRFEBRES BAEE
kEBRERSAKEZEEERR -

EFAREFAEBCERESE
® 2EBTREBNEGE AR
BREE - AREFXNEEERR
REERE HRARFEERR
ENAFREREBOLEE Rk
WA T EREEINEE RBEER
BREDT - RTHREFPNEER
BREDREBEAEEZMANERE S
MATEEE R_T-AFRA=
TH BRBREPRROFLFMEFTE
ERFREFEMRRNEERE S
BENR/IIEEET(ZE—N\F
TZH=+—H:25580B& %) °

RTEFHNEHER

AEBENTARFRERHEEHER - K
ETAXK g2ZHBREFNE
ERAUARMEFANEFEREER
BE R_E-—NAENA=+BK
FTEREMNEBEKA2,217,382,000
BT ZE-—NF+ZA=+—8:
3,380,146,0007% 7t) « fE T Tl 2 B
40,529,000 (=2 —N\F+= A
=+—H:39642,000% T) °
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12. Loans to directors 12. " TFTESHNER
Loans to directors, disclosed pursuant to section 383(1) RIEEB QUL E383(1)(d) & KA
(d) of the Hong Kong Companies Ordinance and Part 3 of RI(REEENDER) ROIFE3MR
the Companies (Disclosure of Information about Benefits of E RTEENERRBEWT

Directors) Regulation, are as follows:

Maximum At Maximum
amount 31 December amount
At outstanding 2018 and  outstanding At
30 June  during the 1 January  during the 1 January
Name 2019 period 2019 prior year 2018  Collateral held
RZE-N\%E
+ZRA=+-H
RZB-h%¥ HARE R-E-LE EEARE R-S-\%£
£ ~NA=t+H kRELE —RA—8 *RESH —A—H KAEAR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET FHT T THT FHT
Mr. LI Guangjie — 5,529 — 4982 —  Marketable securities
Mr. WONG Tung Ching 60 993 253 253 —  Marketable securities
FLELE BEES
The loans granted to directors bear interest range from Hong BTEFNERDREBETZEERT
Kong dollar prime rate +/-3% per annum depending on risk EmREE3I%RET S RTHBE K
assessment on collateral received and the facilities were ERmeE R EmE M TESE
granted to the directors for a period of 3 years ending on 31 PERBREARM=FHE_T_TF
December 2020. +TZA=+—81k -
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13. Accounts receivable 13. EWFKIE
(@) Analysis of accounts receivable (@) FEWREHN D
The carrying values of accounts receivable arising from REBEXEBRBERAELNRE
the course of business of the Group are as follows: WHIBRmEDT :
As at As at
30 June 31 December
2019 2018

R-B—hE R-F-N\F
AR=+A t=A=t+-8

Unaudited Audited
kBER KEZ
HK$'000 HK$'000
THT T T
Accounts receivable arising from 48 TS R WK IR
brokerage
— cash and custodian clients - Re A ERF 45,608 33,503
— the Stock Exchange and other — B X P Re B 4 E PR
clearing houses 2,854,246 1,310,012
— brokers and dealers -RERRHE 2,328,143 3,723,323
Accounts receivable arising from 1R B 4% 42 5% 75 e W R IR
insurance brokerage services
— cash and custodian clients -ReRFTEREP 39 23
Accounts receivable arising from A EEE RN E
securities borrowing and lending
— brokers and dealers -RERRHE 77,706 129,116
Accounts receivable arising hERE BEERE -
from corporate finance, asset SRER - MWK
management, financial products, BB F W KOR
market making and investments
— corporate clients, investment funds - ¥RF - BEEE R
and others Hifb 962,888 156,871
6,268,630 5,352,848
Less: impairment R E (18,322) (5,625)
6,250,308 5,347,223
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13. Accounts receivable (continued) 13.
(@) Analysis of accounts receivable (continued)

The movements in the impairment allowance on accounts
receivable are as follows:

W FRIE (&)
(@) FEUWREIE W DT (#)
FEW R AR E RO

2019 2018
—E—hE —ZE—)N\F
Unaudited Audited
REFZ REZ
HK$'000 HK$'000
T#ET FHET
At 1 January ®—H—H 5,625 44137
Impairment charged to profit or loss  HIREF A8 &= KR (E
during the period 12,913 467
Impairment reversed during the H Rl (B B
period (216) (22,050)
Amounts written off Jif 55 & B8 — (16,950)
Exchange difference bE X =R — 21
At 30 June 2019/31 December 2018 RZ=ZF—NAF~A=1+H
T N\F+=ZA=+—H 18,322 5,625

As at 30 June 2019, the contractual amount outstanding
on accounts receivable that have been written off, but
were still subject to enforcement activity was HK$ nil (31
December 2018: HK$16,950,000).

Guotai Junan International | 2019 Interim Report
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13. Accounts receivable (continued) 13. B E#)
(b) Accounts receivable neither past due nor credit- (b) BEARBHTIREEEERE
impaired HY IE W 7RI’
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
GeREE BIXMAR ERER
EFEKR RUEHR ELERXSH REEER HKRRER
RE BERE EELRE AMEERE BERE @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT TET TET TER TET TET
Unaudited REEG
As at 30 June 2019 RZZ-NF~A=1H
Neither past due nor RARETAELECEERE
credit-impaired 31,265 2,854,246 2,405,849 905,205 39 6,196,604
Less: impairment R E (16) (1,581) (561) (741) — (2,899)
31,249 2,852,665 2,405,288 904,464 39 6,193,705
Audited BEY
As at 31 December 2018 RZZE-N\E+ZA=+—H
Neither past due nor credit- RRABTAELECEERE
impaired 21,809 1,310,012 3,852,439 106,854 23 5291137
Less: impairment o ORE (1) (642) (762) (58) = (1,473)
21,798 1,309,370 3,851,677 106,796 23 5,289,664

Accounts receivable from cash and custodian clients
which are neither past due nor credit-impaired represent
unsettled client trades on various securities exchanges
transacted on the last two to three business days prior to
the period/year end date. No ageing analysis is disclosed
as, in the opinion of the Directors, an ageing analysis does
not give additional value in view of the nature of these
accounts receivable.

BRARBHATBREERENR S
RtEEFPREFRENE,
FHEEBIME=AEXBES
BAEZZGHETZREER
FEZX5  @aAREER/H
ZERYKENEEMS @ &
o ~ERHBIMEE B
e I 8 FR AR i D AT B L e

M%EREE | 2019 IR
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13. Accounts receivable (continued)

Accounts receivable past due but

not credit-

13. BUWRRE %)

(c) BEMERFEERENER

impaired MIE
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
ReREE BXHAR LRER
EFEL Ht&HR BERXSE BREEER HRRERQ
BE BRRE AEERE HUEERE BERE #ir
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T THT TR THT TR T
Unaudited REERZ
As at 30 June 2019 RZZE-NERA=1AH
Past due less than 3 months BH=EANA 14,138 - - 14,890 - 29,028
Past due 3 to 12 months BH=Z+=EA — - - - - —
Past due over 12 months BET-EAMNE - — — — — -
Less: impairment R E (3,817) - - (2,315) - (6,132)
10,321 — - 12,575 — 22,896
Audited BEZ
As at 31 December 2018 RZZE-NE+=A=+—H
Past due less than 3 months BH=EANA 11,514 — — 48,451 = 59.965
Past due 3 to 12 months BH=Z+=fEA — — — — — —
Past due over 12 months BEHT-EAMUE — — — — — —
Less: impairment B ORE (3,109) — — (487) — (3,596)
8,405 — — 47964 — 56,369
Accounts receivable from cash and custodian clients EEBEREERENRE R
which are past due but not credit-impaired represent FEERFEKFIAER S EF
client trades on various securities exchanges which are HFRZMETRERBERAD

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 2019 and 31 December 2018 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)

o 390 Bt 255 S RE Bh

13. BUWRE %)

(c) Accounts receivable past due but not credit- () CTCHEHEREERERNERK
impaired (continued) I (&)
Accounts receivable from corporate clients and investment ERHERGEERENGER
funds which are past due but not credit-impaired PREEEG BWHKIEEIRE
represent receivables arising from asset management, EEERE tERME  HBHAR
corporate finance, advisory and underwriting services AR ERAER S TR —
which have not yet been settled by clients after the REEMEEFHAGENE
Group's normal credit period. The outstanding accounts WHE R _T—-NFRA=
receivable from corporate clients and investment funds as TERZZE-NE+A=+
at 30 June 2019 and 31 December 2018 were considered —B mREBHNEEEPR
not to be credit-impaired as the credit rating and HERESRWHRBBHERRIERE
reputation of trade counterparties were sound. ERE REARXZHFER
RERTIRLESE -
(d) Credit-impaired accounts receivable (dy EEREEWRFIE
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
BeRiE BXmER ERER
EFEWK HtRHEm LBERXH HREEER RIRERL
R BRRE BELRE AMEHRE e @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THET THT TET THET TET TET
Unaudited REERZ
As at 30 June 2019 RZZE-AE A=+H
Credit-impaired accounts = B R E B FE
receivable 205 - -_ 42,793 - 42,998
Less: impairment AR E (163) — — (9,128) — (9,291)
42 — — 33,665 — 33,707
Audited BER
As at 31 December 2018 RZZ-\F+-A=+—H
Credit-impaired accounts 5 B EEK R
receivable 180 — — 1,566 — 1,746
Less: impairment R E (133) — — (423) — (556)
47 — — 1,143 — 1,190

82 8 o B0 AT e m AR
EREPARERBESERIET
BE REMAEREPEER
HEeRBRAREERE -

Accounts receivable from cash and custodian clients are
considered credit-impaired when clients fail to settle
according to the settlement terms after taking into
consideration the recoverability of collateral.
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14. Financial assets at fair value through profit or

14. BRAFEFABREZN @

loss BE
As at As at
30 June 31 December
2019 2018
R-ZE—hF RZZE—N\F
NB=+B +t=-A=+-—H
Unaudited Audited
Y 3 KEZ
HK$'000 HK$'000
FT#ET FH& T
Non-current JETRE
Financial assets at fair value through BRAFBEFABZNSREE
profit or loss
— Financial products (Note (b)) - &/ E m (&% (b)) 6,025,942 4,333,237
Current Vi
Financial assets held for trading HEEENSREE
— Listed equity securities — ETRAE 5 501,071 521,238
— Listed debt securities - FTEKE 16,319,665 13,319,376
— Unlisted debt securities - EETMEKE 1,965,091 473,057
Financial assets at fair value through BATEFABZNSREE
profit or loss
— Listed fund investments - tmESKE — 2,753
— Unlisted fund investments (Note (a)) - FEMESEE
(Fff 3% (a)) 408,068 447903
— Unlisted convertible promissory note  — 3F £ A] # j& & 5 (& 7%
E7 3 4,259 23,847
— Other financial instruments - EmemTA 445,249 231,247
— Financial products (Note (b)) - & E m (W& (b) 32,108,501 28,508,811
51,751,904 43,528,232
Total financial assets at fair value through &2 FEFABZH
profit or loss ERMEELTE 57,777,846 47,861,469

(a) The Group invested in unconsolidated investment funds for capital
appreciation and investment income. The interests held by the Group
are in the form of participating shares which provide the Group with
the share of returns from the investment funds, but not any decision
making power nor any voting right. Given that the Group only held
the beneficial interests without holding any voting right or substantial
decision making power as principal, these investments are classified

as financial assets at fair value through profit or loss.
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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 equity
investments, listed debt investments, unlisted fund investments,
unlisted equity investments and derivatives. As at 30 June 2019, cash
collateral of HK$527 million (31 December 2018: HK$988 million) and
securities collateral of HK$309 million (31 December 2018: HK$310
million) were placed to the counterparties.

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 underlying asset, reference rate
or 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 risk.

o 390 Bt 255 S RE Bh

14. BE2FEFARZNEH
BEm®)

(b) AEELREBENSEE®RERE LWBRA
RE LHEBRE FLMESER

E ETRARERTETA - B
ZE-NAFRAZTHE BHRRRS
HFENRSEMRS27TAEET(ZF
—\F+-A=+—H:988B&ET)
EHFEMAI09EEBT(ZFT N
F+=-A=+—H:31088#T) -

AEEFRARE  AEEERTH
ERH BT EREER (W19 %
8% 53T 574 T A (W5 1558.20) -
MEEeRERRIEARSREN
HMTHE - HURESRER 2 TR
4T -

15. fT£ €M I A
TREZJIREREERBENITE
ERMIENRFEERNEREDHRE -
ez @sB@8RTET AR
BNeH  URHEMEE 27X
METAEBEEAEZHNEE -
FLERANKTY FRRTHNRZ
28 BTAEMHEBRTIEREER
BRE IR -

Fair value
SFEE

Notional
amount Assets  Liabilities
£4 341 BE afR
HK$'000 HK$'000 HK$'000
THET THET THET

As at 30 June 2019 R-E—hEXA=1+H

Cross currency swap R X B A 2,786,116 — 27,938
Interest rate swap ) % 4= 5 2,483,377 43 8,426
Foreign exchange forwards & HOME 5,945,070 43,482 38,062
Index futures BEHE 556,506 540 1,360
Options Hre 9,653 — 26
Equity swap AR 1 42 2 205,062 15,150 6,605
Index swap EHIEH 195,510 1,239 —
Credit default swap EEENIEH 781,500 7,712 —
Equity forwards R E R RE 903,253 233,356 225,682

13,866,047 301,522 308,099
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15. Derivative financial instruments (continued)

15. PTE€M I A®)

Fair value
A¥EE

Notional
amount Assets Liabilities
LEDE BE =R
HK$'000 HK$'000 HK$'000
FAT FAT FAT

As at 31 December 2018 RZE—\F+=ZA=+—H

Cross currency swap R X E = 4 = = =
Interest rate swap F = 15 Hf 1,890,418 15,002 1,333
Foreign exchange forwards i H HNE 6,174,072 26,038 16,146
Index futures EHHE 292,826 1,585 65
Options B 7 4,884,938 749 4,840
Index swap 15 Hiw A 197,083 — 1,236
Credit default swap =S EE 418 8 783,150 8,236 —
Equity forwards i HA R 184,717 25,222 —
14,407,204 76,832 23,620

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 2019,
amounts of cash collateral of HK$378 million and HK$371 million
were paid to and received from respective counterparties (31
December 2018: HK$261 million and HK$49 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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Receivables from reverse repurchase 16. X[EE i % EKRIE
agreements
The receivables from reverse repurchase agreements arises f 160 [B] 58 13 5 2 FE W Ak TR 2 AN & B
when the securities are bought by the Group with a concurrent BEBSFREL  ETRRIILHE
agreement to resell at a specified later date and price. These NIZETHZBHREREE - %
securities are not recognised in the Group's condensed EEFVTENAEEGAESUH
consolidated statement of financial position as the counterparty MARPHER  BRHFAIREBZE
retains substantially all risks and returns of the securities. The EHHBRE SRR R E R o AE
amount paid by the Group is recognised as receivables. In the EENRE®RRAERRIE © i
event of default by the counterparty, the Group has the right to sell FHEDN AEBEERHEHEMES
the underlying securities for settling the outstanding receivables. VA 45 B R #8575 Bl W SROE e
As at 30 June 2019, the outstanding amount paid for the reverse RZE-—NAFRNRA=ZTH R
repurchase agreements was HK$1,917,918,000 (31 December mMEEGEXNNREERER
2018: HK$3,109,006,000) and was recognised as receivables from 1,917,918,000 T (ZE —N\F+=
reverse repurchase agreements. A=+ —H:3,109,006,000% 7t)
3 7 7R = 1) 1B B 197 2 e W SR IR o
The fair value of financial liabilities held for trading B WE1E & K 45 1B Y5k 18 | A
received as collateral for the outstanding receivables were mAFEFEECREBENATER
HK$2,126,588,000 (31 December 2018: HK$3,096,454,000). 2,126,588,0008 T (ZE—N\F+=
A=+—8:3,096,454,000/%& 7T ) °
Accounts payable 17. EfRIE
As at As at
30 June 31 December
2019 2018
R-B—hE RZZE-NF
AA=+H +=A=+—H
Unaudited Audited
RKEER KER
HK$'000 HK$'000
FERT FET
Accounts payable arising from brokerage #F 42 %75 & 5 1B
— clients -®P 14,361,874 14,840,232
— brokers and dealers -RERRFHE 1,189,485 1,110,459
— the Stock Exchange and other — B A2 B Mo o th 45 PR
clearing houses 1,985,844 302,201
Accounts payable arising from securities &% 5 & % 5% & {4 U8B
borrowing and lending 1,075,206 730,926
Accounts payable arising from corporate %@ E EEEE
finance, asset management, financial SRER MH KER
products, market making, investments H fth 275 & 5K 1E
and others 2,375,564 1,897,770
Accounts payable arising from insurance Rk & 42 E K 5B
brokerage services 1,470 1,553
20,989,443  18,883,84
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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$14,976 million (31 December 2018: HK$14,320 million), Hong
Kong Futures Exchange Clearing Corporation Limited and other
futures dealers totalling HK$157 million as at 30 June 2019 (31
December 2018: HK$296 million).

Accounts payable arising from insurance brokerage services
included those payables in trust accounts with authorised
institutions of HK$1,470,000 as at 30 June 2019 (31 December
2018: HK$1,553,000).

Accounts payable are non-interest-bearing, except for the
accounts payable to clients.
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8. RITRHMMERK

As at As at
30 June 31 December
2019 2018
W—B—hE RKR-_ZT—N\F
~AB=+HB +=-—A=+—H
Unaudited Audited
REE LR A%
HK$'000 HK$'000
F#ExT FHE T
Non-current: e E
_ Leaese liabilities mESE 22,218 =
Current: mE
Secured bank borrowings BEEARITHER 1,980,000 —
Unsecured bank borrowings AR IR 1T B X 7,150,325 9,441,083
Lease liabilities HEAE 19,479 —
e = 9149804 7,441,083
Total bank and other borrowings RITR b8 R% 9,172,022 9,441,083
Denominated in: BRERE
HK$ BT 3,268,588 4,100,000
us$ X 5,900,325 5,341,083
SGD 7103 oT 3,109 —
9,172,022 9,441,083

As at 30 June 2019, the secured bank borrowings of HK$1,980
million (31 December 2018: HK$ nil) are secured by listed shares,
which was held by the Group as collateral for advances to
customers in margin financing, of market value HK$3,477 million

(31 December 2018: HK$ nil).

The Group's bank borrowings bear interest at the Hong Kong
Interbank Offered Rate plus an interest spread.

The carrying amounts of bank borrowings approximate to their
fair values as the impact on discounting is not significant.

The Group's lease liabilities bear weighted average interest rate

at 4.29% per annum.

RZZ-AFRNA=TH BEAR
ﬂﬁ$m980§%/%75(_7 —NETF
“H=t—R:ZEx) A EmRH
fEEA - §Z§H§1ﬁ$$‘iﬁrﬁ{’ﬁ
RETARRERFPERNERR
W{E3,477E%/%71:(_T—)\¢+:
A=+—H:ZBx)-

AEBRITEFRGRBEBRITRE
HREMBEE -

HRBRFZELTEKR  WRTE
RHEHERZENFERSE -

AEENHERBERMETFSFER
HAL29%FT R o
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19. Debt securities in issue 19. EBTEEES
As at As at
30 June 31 December
2019 2018
R-B—hE R-_ZT—N\E
ANB=+HB +t=-—A=+-—H
Unaudited Audited
RIEER EEZ
HK$'000 HK$'000
THET FAT
Non-current FE 7t &
At amortised cost (Note (a)): 2 8 8 P N (BT 5% (a)) -
| Hsise visseuel medlum e neis | BIERTEETR s 1560604 =
Designated at fair value through profit or 5 E#Z A FEFAE:
loss:
Structured notes issued in relation to BERTHEMEREBRZ
financial products (Note (b)) 4 Z % (W (b)) 6,466,077 4,481,178
R 8,026,681 4,481,178
Current mE
At amortised cost (Note (a)): i 8 8 PR (BT 5% (a)) -
Unlisted unsecured medium-term notes  3F -7 3K 30 b B 22 4 6,683,722 6,721,259
Designated at fair value through profit or #§E & A F{ETAE:
loss:
Structured notes issued in relation to EETHEREMMERZ
financial products (Note (b)) 45 1 4% (B #E (b)) 17,192,181 14,796,835
e 23,875,903 21,518,094
31,902,584 25,999,272
Unsecured medium-term notes TR 5 & B (E /Y £ 3K 1R A AR
denominated in: i
us$ ETT 5,636,686 4,081,371
HK$ BT 2,348,418 2,624,053
RMB AR 12,494 15,835
Other currencies H fh & # 246,728 =
8,244,326 6,721,259
Structured notes issued in relation to ERHNEEINENEZEITH
financial products denominated in: TRIEmMBBE EBIERE
EUR BX 7T 21,672 66,927
HK$ BT 1,310,467 1,114,482
us$ ETT 21,918,782 17,662,217
RMB AR 407,337 434,387
23,658,258 19,278,013
31,902,584 25,999,272
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19. Debt securities in issue (continued)

(a)

The outstanding balance of HK$8,244.3 million as at 30 June 2019
(31 December 2018: HK$6,721.3 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 2019, the debt securities in issue bore fixed interest rates ranging
from 1.25% to 4.25% (31 December 2018: 1.0% to 3.5%). 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 2019, the outstanding balance of HK$23,658 million (31
December 2018: HK$19,278 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 and unlisted 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 2019 (2018: nil).

Part of debt securities in issue are repayable on demand and
the Group has a practice to satisfy the request for redemption
on the settlement date.
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THREBEAAHEABEREEN
FLETEBUERE - KEEREA
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20. Financial liabilities at fair value through profit

20 RAFEHFABREZN @

or loss =R
As at As at
30 June 31 December
2019 2018
R-E—NE RZZTE-N\EF
AB=+H +=-—HB=+—H
Unaudited Audited
RKBER KEZ
HK$'000 HK$'000
T FAxT
Financial liabilities held for trading: RIEEEMNSRAE:
— Listed equity securities - PR E S 34,324 41913
— Listed debt securities - FTREEE S 2,242,694 3,334,378
Financial liabilities designated at EERAFEFABZN SR
fair value through profit or loss aBfE

— Financial products (Note (a)) - e/ E R iE@E) 5,719,120 5,037,089
— Other financial instruments - Hihr e TH 79,502 —

— Third-party interest in consolidated -MAEHEREESN
investment funds (Note (b)) F =7 %= (M E b)) 353,472 317,737
8,429,112 8,731,117

Included in the fair value in financial products are cash collateral of
HK$1,671 million (31 December 2018: HK$1,577 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.

Third-party interests in consolidated investment funds consist of
third-party unitholders’ interests in consolidated investment funds
which are reflected as liabilities since they can be put back to the
Group for cash. The realisation of third-party interests in investment
funds cannot be predicted with accuracy since these represent the
interests of third-party unitholders in consolidated investment funds
that are subject to market risk and the actions of third-party investors.
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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 condensed 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 2019, the outstanding amount received from
repurchase agreements was HK$15,974,252,000 (31 December
2018: HK$13,156,517,000) 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/year end (Note 14).

21.

w390 Bt 285 R B Rk

[E] £5 75 =% Y & 78

AEBERBOEHZLER 5 &
SRR —HGEAIREEHRZA
HLEREROERES ZERBFALE
RAKEGRAEAMBMRIERPR
LR YREBEEEEREEN R
A o ANEEWERERIARER SALE
RERAEEREZEFNBAIMLD
[ B B2 [ %R o

R-ZZE-AFRNA=1TH  #
OB & WM KREBERER
15,974,252,0008 T (Z 2 —\F+=
A=+—H:13,156,517,000/% 7t) -
I T TR % B BB e R I e

TREANPR FRRAFEFTA
BEWEREETXOBHERR
5K IR (B RE14) e

As at As at
30 June 31 December
2019 2018
R-E—h&E RKR=-ZFE—N\F
ANB=+H +=-—A=+—H
Unaudited Audited
KEER L'z
HK$'000 HK$'000
T#T FAT
Financial assets held for trading HEEENSRMEE
— Listed debt securities - FTEKES 8,899,616 6,174,839
— Unlisted debt securities - ELETMEKE 118,436 219,346
Financial assets at fair value through BATFEFABRRD
profit or loss TRLEE
— Financial products - SR E M 12,766,626 12,520,221
21,784,678 18,914,406
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22. Other equity instruments

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
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 condensed
consolidated statement of financial position.

During the period ended 30 June 2019, the Company
repurchased an aggregate notional amount of US$40,000,000.
An aggregate amount of US$5,000,000 were remain
outstanding. The amount as at 30 June 2019 also included the
accrued distribution payment.

23. Share capital

22.

23.

HttEZT A

RZZ—XREXATER  ARRA
T3MEE TR BAKEEF ([KEE
1) NEDIRERFEELS% ° DIk
BREFFHRRKIN - BRDIKA
BR_FE-—AR"FTA=1H - ARF
AERETERCREEADIK - X
BESVEINHEAEARAEATRS
F-NEHA=+THK=F-NFMN
A=ZtHEMNEMD2RXNBEBETTE
B —F-NFMOA=1+HE DIk
RERR=FHETIEHN R MEE
8% KBEEFBRARANEEK
BRM RERBEERES XLH
BAEazTER RERESWBHR
MERTPEREES -

RBE-_ZE-AFAA=THIH
fA - AR R D4 EFE40,000,0003%
7T o #%85,000,000% T AR EE °
BRERER_ZE-NAFANA=1HT
SEAREA DR AR e

IR A<

Number of

issued and
fully paid
shares Share capital
ERITREE
Bin&A B %
HK$000
FET
At 1 January 2018 RZZE—N\F—H—H 7,005,680,485 6,118,060
Shares issued upon placing of shares fic & B% 5 M 25 17 B AR 1D 700,000,000 1,992,848
Shares issued upon exercise of share AR RE ST &I TE T 17 (66 8 AR A
options under the share option scheme % 17T /&% {5 9,992,605 14,948
At 31 December 2018, 1 January 2019 RZE—NF+=—_A=+—8"
and 30 June 2019 ZE-NF-—AR—HBK
—E—-AFA~A=1+H 7,715,673,090 8,125,856
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24. 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.

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.

24.
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24. Share option reserve (continued)

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 2019, 9,000,000 share options
were forfeited (2018: 1,900,000 and 3,000,000 share options
were lapsed and forfeited, respectively).

Share options do not confer rights on the holders to dividends
or to vote at shareholders’ meetings.

No share option was exercised during the period ended 30 June
2019 (2018: 9,692,605 share options), resulting in the issue of nil
share (2018: 9,692,605 shares) for a total cash consideration of nil
(2018: HK$10,930,000). An amount of nil (2018: HK$3,651,000) 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 nil (2018: HK$2.41 per share).

For the period ended 30 June 2019, the Group has recognised
an equity-settled share-based compensation expense of
HK$3,481,000 for the share options under the Share Option
Scheme in profit or loss (2018: HK$1,677,000).
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24. Share option reserve (continued) 24. BIRERE 2
Movements of share options outstanding under the Share B/ FRNBREEITRARITER
Option Scheme during the period/year are as follows: MR T
30 June 2019 31 December 2018
—WEXA=+H T \F+ZA=+—H
Weighted Weighted
average average
exercise Number of exercise  Number of
price options price options
n# F 3 g
fiEE MEESHE THRE BREHE
HK$ per HK$ per
share share
BRET BRET
At 1 January K—A—H 1.971 65,844,303 2.071 70,886,208
Granted during the period/year  #/FR#E H — — 1.720 10,000,000
Forfeited during the period/year  Hi /F R84 4.854 (9,000,000) 4.854  (3,000,000)
Lapsed during the period/year Hi /R KW — —_ 4154  (2,050,000)
Exercised during the period/year H#,/FR1T{E — — 1119 (9.992,605)
At 30 June/31 December RANA=+R8/
+TZA=+—H 1.515 56,844,303 1971 65,844,303

At the end of the reporting period, the Company had
56,844,303 (31 December 2018: 65,844,303) share options
outstanding under the Share Option Scheme, which
represented approximately 0.74% (31 December 2018: 0.85%)
of the Company’'s shares in issue as at 30 June 2019. The
exercise in full of the remaining share options would, under
the present capital structure of the Company, result in the
issue of 56,844,303 additional ordinary shares of the Company
and additional share capital of HK$86,061,000 (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, from 13 July 2017 to
12 July 2027 and 4 July 2018 to 3 July 2028.

N3k E B K - AR R H56,844,303
mMZE-—NF+=ZA=+—8:
65,844,30317) B8 A% #E &t #I°F 18 R 17
FERERE  HARRARZE—NF
NAZTHBETRHSK0.74% (=
T—\F+=-—A=+—H:0.85% ) °
RBEARAFT BRI ERERE - %Eﬁ%
BREERHTE @EHAR

KB HNEE1T56,844,303 A% A% - Lx&
28 SN B 2K 86,061,000 JT (oK 40 B 2%
THAX) BREMBETESRRES
T —ENA -+ ENAE_T——
EFXANB - ZE—NE—/F+AE
—E_HF—ANB ZZE—RHFAN
At+—BZE-Z-_AF€~<A+H8 -
TZ—tFLA+= Hi_j_tﬁt
A+-—BER-_Z—N\ELtAENBE=
Z-_NFELH=H-
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25. 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.

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.
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25. Rt BRmEE)

RZBE-AFERA=+TEREEARE
BB IR O R FEIB ST

25. Share award reserve (continued)

Details of the Awarded Shares granted and unvested as at 30
June 2019 are set out below:

Number of Number of

Date of Average fair Awarded Number of Number of Awarded
Awarded Shares value per Shares Awarded Awarded Shares Vesting
granted share granted Shares vested Shares lapsed unvested dates

15 H 58 1 B {9 &Y BERFY S m ERERE BERMER REEEMD
B & BFE Bie BB Bize BB o) o fc! B e 8 B BEAH
13/4/2017 HK$2.44 26,628,000 (17,236,000) (2,358,000) 7,034,000  30/11/2019

2445 T

13/4/2018 HK$2.36 34,804,000 (11,164,000) (3,057,000) 10,311,000  30/11/2019
2368 T 10,272,000  30/11/2020
16/4/2019 HK$1.60 34,872,000 — (560,000) 11,499,000  30/11/2019
1.607% 7T 11,435,000  30/11/2020
11,378,000  30/11/2021

The Group has recognised a share-based compensation
expense of HK$23,751,000 for the Awarded Shares under the
Share Award Scheme in profit or loss (2018: HK$26,752,000). No
Awarded Shares have been either transferred to the grantees
or sold in accordance with their instructions at no cost (2018:
447,000) for the period ended 30 June 2019.

1,869,000 Awarded Shares lapsed prior to their vesting date as
a result of staff resignations for the period ended 30 June 2019
(2018: 1,831,000 Awarded Shares).

After considering the number of shares which were granted in
prior years, as at 30 June 2019, the total number of the Awarded
Shares that can be awarded was 2,509,000 which represented
approximately 0.03% of the Company’s shares in issue as at 30
June 2019.

AREEE B 2R T 81 A T 22 B
RN IBERERIARD RER DO
E593223,751,000 T (ZF—/\F :
26,752,000 ) - BE—T—NF
NA=ZTHILERE - SRR N E
BEZETARAXREBERENE T
HE (ZZ—/\F : 447,000/%) -

BE_Z-NAFRA=THILHHE -
M8 TR - 1,869,0000% £ &) ik
i (ZZF —/\4F : 1,831,0000% 52 B fix
MR E B AR -

REBBEFEMBHZBOEE -
RZZBE-NAFRA=1TH  AI#ETE
B Y 22 ) A ) 48 24 %32,509,0004% -
HIERRRR=ZF-—NFESA=TH
2 & TR #H0.03% °
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26. Shares held under the Share Award Scheme

27.

Movements of shares held under the Share Award Scheme
during the period/year are as follows:

30 June 2019
—ZE—hEXB=TH

26 RORBFTHEINEFAN

i gvi)
B ERRER G EBH B
BB B9 B AT -

31 December 2018
T N\&F+=-_A=+—H

Number Number
HK$'000 of shares HK$'000 of shares
FTET EHm&E FHT & 7 25 B
At 1 January R—A—H 142,051 63,416,400 181,281 61,800,400
Purchased during the B FNEES
period/year 4,004 2,500,000 52,579 27,679,000
Vested and transferred out Hi/FREENEH
during the period/year — — (91,809) (26,063,000)
At 30 June/31 December RANA=+8,/
+=—A=+—H 146,055 65,916,400 142,051 63,416,400

During the six months ended 30 June 2019, the trustee
acquired 2,500,000 ordinary shares (31 December 2018:
27,679,000 ordinary shares) of the Company for the Share
Award Scheme through purchases in the open market at a
total cost, including related transaction costs of approximately
HK$4,004,000 (31 December 2018: HK$52,579,000).

Capital commitments and other commitments
Capital commitments

The Group had capital commitments for system upgrade and
renovation of premises of approximately HK$7,485,000 which
were contracted but not provided for as at 30 June 2019 (31
December 2018: HK$9,575,000).

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 2019,
the underwriting and financial obligations were approximately
HK$1,416 million and HK$1,569 million respectively (31
December 2018: HK$451 million and HK$53 million).
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RETZHEENBEERE

For the six months ended

30 June
BENA=1THL<EAR
2019 2018
—2-n&E  —T-NF
Unaudited Unaudited
KEER RIS EZ
HK$'000 HK$'000
THET T
Cash flows from operating activities RETEHELNEERE
Profit before income tax K BT 15 B A1 4 A 731,905 636,986
Adjustments for: rAR:
Depreciation e 30,120 18,363
Share-based compensation expenses VA B 1 75 25 58 A0 35 B A =2 27,232 28,429
Lease finance costs & F & B A 994 =
Net impairment charge on loans and BTEFPMERRBER
advances to customers BB X F R 499,988 188,169
Net impairment charge on accounts P LT 35 TE R (B 32 R B
receivable 12,697 6,947
Foreign exchange difference on JFE LT 5% TE AL 1 B £ Y
provision for impairment of accounts HNEE 2= 2R
receivable — 21
Net reversal of impairment charge HMEREER
on other financial assets and BEFAERES S
loan commitments B [0 58 (644) (503)
1,302,292 878,412
(Increase)/decrease in other assets H b & E (g m), R (138) 7,415
Decrease in intangible assets B EERD 1,282 =
(Increase)/decrease in loans and advances to B FEFPHE R KL &
customers (g m) > (154,414) 2,418,740
Increase in accounts receivable JiE W 5k TE 3 N (915,782) (1,299,358)
Decrease/(increase) in receivables from = 1) 1B B 15 = JE Uk 308
reverse repurchase agreements B (38 40) 1,190,933 (1,242,860)
Increase in obligations under repurchase  [Bl 8 1 &% ) & 75 38 A1
agreements 2,817,735 1,667,239
Decrease/(increase) in prepayments, FENFE - Re R EMmER
deposits and other receivables IR A () 208,041 (302,575)
Increase in financial assets at fair value BRATEFAERZN
through profit or loss S REEE M (9,916,377) (4,447,782)
Decrease in derivative financial instruments 74 & g T & & 4 59,789 36,061
Decrease in financial liabilities at fair value ®RAFEFABZNERAEE
through profit or loss o (302,005) (625,060)
Increase in client trust bank balances BEEFEITAE RN (654,792) (2,860,511)
Decrease/(increase) in time deposits with ~ FRERZIHHHB B
original maturity more than three months  =f8A 2 T 875 %
when acquired & (35 ) 10,935 (117,297)
Increase in accounts payable JE 5P SR IEIE N 2,105,602 2,526,227
Decrease in other payables and accrued H A [l IR K e 5T AR R A
liabilities (204,020) (281,704)
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28. Cash flows from operating activities (continued) 28. REFTBELENRERE W)

For the six months ended

30 June
BEANA=+HIEXER
2019 2018
—hE —E-N\F
Unaudited Unaudited
RIEE REEZ
HK$'000 HK$'000
T#ET FE T
Cash used in operations KEERBRIE & (4,450,919) (3,643,053)
Hong Kong profits tax paid EXfEENEH (47,977) =
Net cash flows used in operating LRI R K FE
activities (4,498,896) (3,643,053)
Cash flows from operating REEFHHNHEERNEBHE:
activities included:
— Interest received - BUF B 975,427 699,956
— Interest paid -EfFE 400,146 312,288
— Dividend received -BWKE 9,161 2,181
29. Related party transactions 29. B AR5
(@) In addition to the transactions and balances set out (@) BRAKEZHBHHKEERHA4

elsewhere in the unaudited interim financial information,
the Group had the following material transactions with
related parties during the period:

BHMENRZ KGRI - K
%@EAHJ@WE@E@H@‘ TTEITIAT
BAXR

For the six months ended

30 June
#@FEXA=+HILAKEAR
2019 2018
—hE —Z—)\F
Unaudited Unaudited
REEZ RICEZ
Notes HK$'000 HK$'000
Bt & FTHET T T
Commission expenses to the XA T RA TR AR
ultimate holding company HBeRx (i) (635) (852)
Commission expenses to the HRARBESRTINER
ultimate holding company % &% (RQFIDEEFAR
for trading in RMB Qualified 23T & B TR R E
Foreign Institutional Investors B4R & 2
(RQFII) account (i) (53) (205)
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29. Related party transactions (continued) 29. BEER R 5Z (#)
(@) (continued) (a) (&)

For the six months ended

30 June
BEXNA=+HLXER
2019 2018
—E2E-hE —Z)\F
Unaudited Unaudited
REF NEEZ
Notes HK$'000 HK$'000
Bt 5 THET FHET
Professional and consultancy fees 14 F R X W B2 7 &
paid to fellow subsidiaries EXRHAE (i) (20,373) (15,017)
Management fee income and BARAE2ENE A
performance fee income of ERERRERNER A
a private fund managed by a RENLEE S WA
wholly-owned subsidiary of the EE B A KKIEE
Company and invested by a A
fellow subsidiary (iv) 647 4,342
Commission income received B A E E e KA
from the above private fund A&l A (v) 58 94
Commission income of a public HBHRZRKBAREERN
fund managed by a fellow REESWINMAE
subsidiary A (vi) 14 32
Commission income from an B o AR B U Y
intermediate holding company &K A (vii) 84 620
Commission income from the B & & 2 R & 7] W ER B
ultimate holding company Ha A (viii) 15,864 18
Underwriting fee and placing B & 42 12 R A &) YR B
fee income from the ultimate BHEHEREEEKA
holding company (ix) 15,850 —
Management fee income from BARAE2ENE A
a public fund managed by a EBRPNERRE
wholly-owned subsidiary of the %2R & & WHH
Company and controlled by the  EE &I A
intermediate holding company (x) — 417
Management fee income from BARE 2 ENE A
a public fund managed by a EERFRNER A
wholly-owned subsidiary of the &M R HEE S UWELH
Company and invested by a ERE
fellow subsidiary (xi) — 2,846
Commission income from a public BEAZE 2 KBNEE
fund WA (xii) — 268
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29. Related party transactions (continued)

(@) (continued)

(a

29. BEER R 5Z (#)

(%)

For the six months ended

30 June
BEXNA=+HLXER
2019 2018
—E—-h%F —Z)\F
Unaudited Unaudited
RBER NEEZ
Notes HK$'000 HK$'000
Bt 5 THET T T
Commission income from a fellow & & XK B 2 7] U EL &
subsidiary [EE2LON (xiii) 195 705
Commission income and handling B % —[F % I & 2 & I B
income from another fellow WASWARFER
subsidiary N (xiv) 30 42
Commission income from an BEHZZERA B WIS
immediate holding company %W A (xv) 5 253
Equity distribution on Perpetual 31+ F & /35 f% A & A9
Securities paid to the KEBEEFEE DK
intermediate holding company (xvi) — (17,621)
Consultancy service fee and XA F R AR AR B
corporate finance service fee LHARBERGERE
paid to the ultimate holding Bz % &
company (xvii) (944) —
Management fee income and BARRRZEN B AR
handling fee income from a EBRPNERDGE
private fund managed by a P2 5 80 AL 3 E & LAY
wholly-owned subsidiary of the EEZBRARFEE
company and controlled by an
intermediate holding company (xviii) 1,300 —
Notes: B =

(i) 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.

(ii) The commission expenses to the ultimate holding company
were calculated based on the percentage of the transaction
value through RQFIlI account as stated in the Cooperation
Agreement signed with a wholly-owned subsidiary of the
Company.
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29. Related party transactions (continued)

(a)

(continued)

Notes: (continued)

(iii)

(vi)

(vii)

(viii)

(ix)

The professional and consultancy fees paid to the fellow
subsidiaries for the provision of capital market information were
charged at HK$20,373,000 for the period ended 30 June 2019
(2018: HK$15,017,000).

The management fee income and performance fee income
received from a private fund managed by a wholly-owned
subsidiary of the Company and invested by a fellow subsidiary
were charged at 1.5% per annum of the net asset value at
the last working day of each month and 20% of the positive
increment in the net asset value for the period ended 30 June
2019.

The commission fees received from the private fund mentioned
in note (iv) above included commission income which was based
on 0.15% (2018: 0.15%) of the transaction value.

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

The commission income received from an 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 a wholly-owned subsidiary of the
Company.

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

The management fee income received from zero public fund
(2018: one) managed by a wholly-owned subsidiary of the
Company and controlled by the intermediate holding company
was based on a percentage prescribed in the respective
investment management agreements.

29. BB AR5

@ (&)
B i -

(iii)

(vi)

(vii)

(viii)

(ix)

/;//g‘

(%)

BE—Z-AFRA=THL
HEsRRMBARREHEER
MEEHNEERKEANEX
420,373,000/ T (ZF — N\
£ :15,017,0007% 7T) °

ERARAZENBRRAERE R
RAEMERRIRENLEES
WER B B 32 B A KRB W
ABRBE-Z-hERA=+
HIEHE&ARRK—ETER
NMEEFESFISRUARE
EFEEMNBEN20%HKE -

B Ff 5 (iv) 7t 7L 55 & & WX
MASERBRERIZEN
0.15% (= & — J\ % : 0.15%)
ARENASRA -

ERRMBRREZN AL
SUWERA A S AR EARRF
2EMBARRFILNEL HH
FIBRH)EEKE -

B TR TLISZHXE!‘W%%H&Z
ABRBEARA-—R2EWBA
—J’fifﬂ’]“‘iﬁéﬁmﬂﬂﬂmm
EUE -

B & 4% A B KRR 18 & 1R
ATBRBERARF 2 EHBE R
Al H) B 2 F &8 P8 E

B & R A B K B 8 &
@E’igﬁiﬁirﬁﬁﬁ”ﬂTf
B R B R e

BARRZANBRARIERERE K
FAERARESHONZTIE(Z
T—N\F: —1H) REESIE
HMEBBRAZREBBAEEE
BipERERE DL URER
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29. Related party transactions (continued)

(a)

(continued)

Notes: (continued)

(xi)

(xii)

(xiii)

(xiv)

(xv)

(xvi)

(xvii)

(xviii)

(xix)

The management fee income and handling fee income received
from zero public fund (2018: one) managed by a wholly-
owned subsidiary of the Company and invested by a fellow
subsidiary and the intermediate holding company were based
on the percentage prescribed in the investment management
agreement.

The commission income received from zero public fund (2018:
one) mentioned in note (xi) above was based on the percentage
stated in the signed brokerage agreement with another wholly-
owned subsidiary of the Company.

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

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

The commission income received from an immediate holding
company was based on the pricing stated in the signed
brokerage agreement with an immediate holding company 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 consultancy service fee and corporate finance service
fee paid to the ultimate holding company were based on the
pricing stated in consultancy services and corporate finance
services agreements with wholly-owned subsidiaries of the
Company.

The management fee and handling income received from a
private fund managed by a wholly-owned subsidiary of the
Company and controlled by an intermediate holding company
were based on the percentage prescribed in the investment
management agreement.

Included in the Group's accounts payable was a broker
payable due to the ultimate holding company of HK$2,532,000
(31 December 2018: HK$6,383,000) arising from dealing in
securities as at 30 June 2019. The balance was unsecured,
interest-free and payable on the settlement day under the
relevant market practices.
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29. BEREXRZ(#)

@ (&)
GEE

(xi)

(xii)

(xiii)

(xiv)

(xv)

(xvi)

(xvii)

(xviii)

(xix)

(%)

ERARAZENBRRERE K
RRMWERAR&EEZERA
ARENTR(ZE)\F: —
F)REESEBNERER
FEERARREEE B
E BB 2 L YRER o

B EXHEX)AATERE
He (ZZE-N\F: —H) KM
MRS BATDRERART S —
X2 EMBARELNEL T
AIBAHES L RE -

B R 2 KT B 2 7 UER A9 8 & W
AT REARRNR ZEMEAF
B3 H) AR 42 1 =% 51 B O TE B UK

B % — R &M B A 5 UE Y
SWARFEBTHREARQT
2 EWBRARRELMNE L B
SR H) E B E -

B 2 AR A A HCER A 4 & R
ATBRBEEARBFNER A
ANERELRLRHHEMERTE

AT F AT R R A B H) oK B R
FiER D IKIREARA L
) 73 8 15 7 71 BR B 9] 16 20 IR
ERIK e

TR ER DA E AR
HKERCEBERY &L E
ARAE 2 E B RRHE AR
B EmE RS HHEME
JE B ULER °

BARBZEMNBAREE R
AP /N o R TN RS
SYPRMNERERFEERA
TR B IR & B IR 7 =% P R] A
WBEDL °

AEEMENRESLER=
T-NE~A=Z+HEEZ
FEENEMNZKRERDA
B HR S KIE2,532,0007 T
—E—N\F+=ZRA=+—8:
6,383,000 Jr) - 18 #& 48 8
THIER - AR BEIER
RERARZEEBX -



29. Related party transactions (continued)

(@) (continued)

Notes: (continued)

(xx)  Included in the Group's accounts receivable was a broker (xx)
receivable due from the ultimate holding company of
HK$22,821,000 (31 December 2018: HK$17,644,000) arising
from dealing in securities as at 30 June 2019. 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.

(xxi) Included in the Group's prepayment, deposits and other (xxi)
receivable of HK$2,412,000 (31 December 2018: HK$13,763,000)
was advance repayment to the fellow subsidiary for professional
and consultancy fees mentioned in the note (iii).

Notes to the Interim Financial Information
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29. BEEXRZ(#)
(a) (#&)

B & : (A7)

AEEMERRESER=
T-hENA=ZTHEEZ 5
EERER&EEZERDAL
42 FE Y 5% 1822,821,0007% T
—E-N\F+=ZA=+—8:
17,644,000 JT) ° M) &% R 2
BRAFREREEFEREE
HEBITEMED —B - BIR
HEAMBES - R HEIE
BB RARGERAINM -

AEBEMNBEMNRE BEER
H 1 fE YR 7K 182,412,000 7T
(ZZE—N\E+=-A=+—8:
13,763,000 7T) B & 5t Ml 5%
(I BEERFEABNRR
MEARIKBFER -

(xxii) Included in the accounts receivable were management fee (xxii) &Y R IE B 48 BT 2 (iv) B (xviii)

and performance fee receivables due from investment funds
managed by the Group of HK$250,000 (31 December 2018:
HK$649,000) arising from the provision of asset management
services as at 30 June 2019 mentioned in note (iv) and (xviii).
The balances were unsecured, interest-free and receivable

quarterly in arrears.

(xxiii) Included in the Group's accounts payable was the accounts
payable to the public fund mentioned in note (vi) above arising
from dealing in securities of HK$14,000 as at 30 June 2019 (31

Rt R=—F—hFA=1H
1R L& B B 1R AR S EE A A FE IR
HASBERRERASHNER
& 38 k&I EF B 250,000
BT CZE-NE+=ZA=+
—H :649,00087T) ° &
TEEE - S ERANRESE
& W ER ©

(xxiii) R=ZZ—AFNA=ZTHHAX
SERNFBERREEERFE
A 89 FE 5 b TR (vi) BTt &

December 2018: nil). HE £ HFIE14,000% (=
F-N\F+-A=+-A:%

BIT) °
(xxiv) Included in the Group's accounts payable were amounts (xxiv) RZZE—-—AFASA=+H &K

due to the intermediate holding company of HK$11,370,000
(31 December 2018: HK$11,371,000), the immediate holding
company of HK$100,315,000 (31 December 2018: nil), the
ultimate holding company of HK$51,000 (31
2018: HK$79,000), the fellow subsidiary of HK$5,853,000 (31
December 2018: HK$56,300,000) and another fellow subsidiary
of HK$8,355,000 (31 December 2018: HK$15,930,000) arising
from dealing in securities, futures and foreign exchange as at
30 June 2019. The balances were unsecured, interest-free and

payable on demand.

SECZENEREERERR
5 HERINEEE ZEN
IR AR 1E 11,370,000
BT CZZE-NE+=ZA=+
— H:11,371,000% ) &
B # 2 I 2 5100,315,000
BT CE-NF+_A=T+
—H: =BT ERN&KE
i A 51,0007 L (=ZZ — N\
F+=HA=+—H:79000
BIT) BNRRNE R A
5,853,000/ L (ZF—\F+
—A=+—H :56,300,000/%&
TTIRERNS—HRRHEA
7]8,355,000% T (=T —/\F
+=A=+—H:15,930,000
BIL) c REERTDEERT - &
BRARERKZM -

December
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29. Related party transactions (continued)

(a)

(continued)
Notes: (continued)

Included in the Group's accounts payable was the accounts
payable to the ultimate holding company mentioned in note
(xvii) for the consulting service fee and corporate finance
service fee of HK$866,000 (31 December 2018: HK$5,000,000)
as at 30 June 2019.

(xxv)

(xxvi) Included in the Group's accounts receivable were underwriting
and placing fee income, and brokerage income due from the
ultimate holding company of HK$31,700,000 as at 30 June 2019
(31 December 2018: nil).

The Group's ultimate holding company, GJSCL, 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 borrowing 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.
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29. BEREXRZ(#)

(a)

(&
BsE : (&)

RIE-AFRNA=ZTHHK
SEENKRBARBEREMNEX
B 5 (xvii) AT 2t B B 4% #2 IR
AAARCEREREER
866,000 L (=& — NF +
— A=+ —H:5,000,000%
) ©

(xxv)

(xxvi) R=ZF—NFRXA=+THHARX
SEERFECEREER
ERATNEHERESE K
A AR B SRR AR
A2 E T A 31,700,000 7T
(Z2—N\FE+-A=+—81:
;') o

AEESKERATDBERE
75T EBFES - WP
BB AT 7% £ il b BB R & K
ZEERCEBBRIBEAL
XD -HK AKRBEBER
KAV 2R POREREET

REB KRB D |RITEKRIFK
BV REBARITRIL B4
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BRATXBIBEBNRS
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29. Related party transactions (continued)

(c) Compensation of key management personnel of the

o 390 Bt 255 S RE Bh

29. BEERERF(#)
© AEEIBSEBASTH:

Group:
For the six months ended
30 June

BENB=1THILLXEA
2019 2018
—E—hEF ZE-)N\F
Unaudited Unaudited
REE PN
HK$'000 HK$'000
THT FAT
Salaries and allowances e KoEEL 7,091 7,091

Equity-settled share-based payments M m & E RN AERE

(BN 5,377 8,184
Pension scheme contributions BIRSFTEIH R 36 36
12,504 15,311

30. Offsetting financial assets and financial
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.

30. HETHEEHRSHMAE

AEBEBRIBER AT NITENEH
HEBEENREFREIRGFEF
BRU)EKEERRZEMN A - I
BRI FREEERRERE BB
EREE EFEBBENKETF
R MW R R BR e R T
REEABENREESEITFARN
MHBRERABENEREE EMAK
BT RRFREEGEARGER -
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30. Offsetting financial assets and financial 30. E#tREEHESHES
liabilities (continued)
Gross
amount of
recognised Net amount Related
Gross financial of financial amounts
amount of (assets)/ (liabilities)/ not set
recognised liabilities assets  off in the
financial offset in reflected in  statement
assets/ the financial the financial of financial
(liabilities) statements statements position Net
REERE RUMBSEER
ERZen EHEERE ZiHen LRRME
HE/(AfR) &M(HE)/ (RfR)/ HARER
-1 RERE RERE ®HHEHLE BE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THET THET THET THET THET
As at 30 June 2019, unaudited R-Z-AEXA=+H"
AEER
CNS money obligations receivable BEZBIEKE 416,448 (416,448) — — —
CNS money obligations payable REFBERNERE (486,230) 416,448 (69,782) — (69,782)
As at 31 December 2018, audited RZE-NE+ZRA=+-8"
HER
CNS money obligation receivable FEFE N 609,368 (328,663) 280,705 — 280,705
CNS money obligation payable REFEINENER (328,663) 328,663 — — —

31.

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.

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, if applicable, the
Group engages 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.
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31. Fair value measurements of financial
instruments (continued)

Fair value hierarchy

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

Assets measured at fair value:

As at 30 June 2019, unaudited

w0 B s R B R

3. EMITANDAFEFTE®

NFEER
TEMAAEESRIANATE
HESR:

BATPEHBENEE:

RIB—NERA=TH  XBER

Fair value measurement using

FALUTEEMATEME
Quoted
prices in  Significant  Significant
active observable unobservable
markets inputs inputs
ER EXT EXEL
mERE BR2H RS
(Level 1) (Level 2) (Level 3) Total
(B14R) (%2%) ($34R) At
HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET
Non-current ]
Financial assets at fair value through &2 FE&H A %K
profit or loss SREE
— Financial products -EMEM 309,339 1,537,486 4179117 6,025,942
Current pod ]
Financial assets held for trading FEEEeMEE
~ Listed equity securities - FTRAEF 501,071 — — 501,071
— Listed debt securities - ITEBES — 16,319,665 — 16,319,665
— Unlisted debt securities - EETEBEE — 1,965,091 — 1,965,091
Financial assets at fair value through &2 FE&HAE K
profit or loss SREE
- Listed fund investments -LtTEERE — — — —
— Unlisted fund investments -FLEmELKE — 408,068 — 408,068
— Unlisted convertible - AR REN
promissory note ) — — 4,259 4,259
— Other financial instruments -HithgmIA — 445,249 — 445,249
- Financial products -SREM 4,174,517 25,520,258 2,413,726 32,108,501
Derivative financial instruments fTEERMIA — 301,522 — 301,522
4,675,588 44,959,853 2,417,985 52,053,426
4,984,927 46,497,339 6,597,102 58,079,368
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31. Fair value measurements of financial 31. ¢RIENAFEIFEE)

instruments (continued)

RFEERE)
BOTEFENEE: (&)
R-ZE—N\FE+ZA=+—H ' BER

Fair value hierarchy (continued)
Assets measured at fair value: (continued)
As at 31 December 2018, audited

Fair value measurement using

REANTRENRFETE

Quoted
prices in  Significant Significant
active  observable unobservable
markets inputs inputs
& B B AA BAREE
Mm% MmE BE2Y BE2Y
(Level 1) (Level 2) (Level 3) Total
(B14%) (FB24%) (B3#%) F
HK$'000 HK$'000 HK$'000 HK$'000
FHx FEx FEx FET
Non-current FRE
Financial assets at fair value through %2 FEFAEZEH
profit or loss SREE
- Financial products -SRE®R — 1,190,788 3,142,449 4,333,237
Current ik
Financial assets held for trading REEESRERE
~ Listed equity securities - FTRAES 521,238 — — 521,238
— Listed debt securities - IEEES = 13,319,376 = 13,319,376
— Unlisted debt securities - EETEBES = 473,057 = 473,057
Financial assets at fair value through %2 FEFAEZEH
profit or loss SREE
— Listed fund investments - tmEEKE 2,753 — — 2,753
— Unlisted fund investments -ELETMESEKE — 447903 — 447903
— Other financial instruments -HEthemIT A — 231,247 — 231,247
— Unlisted convertible - EEmARRAL
promissory note Z5 — — 23,847 23,847
— Financial products -ERE®R 2,836,277 22,920,309 2,752,225 28,508,811
Derivative financial instruments TEEMITE — 76,832 — 76,832
3,360,268 37,468,724 2,776,072 43,605,064
3,360,268 38,659,512 5,918,521 47,938,301
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31. Fair

value measurements
instruments (continued)

Fair value hierarchy (continued)
Liabilities measured at fair value:

As at 30 June 2019, unaudited

of financial

]
- -
- -
==
=

Notes to the Interim Financial Information
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3. ERMITANAFETE®R

[P EERE)
EAVESAENAR:
R-EB—-AENA=+H kBER

Fair value measurement using

RAUTERNLFEHIE

Quoted
prices in  Significant Significant
active observable unobservable
markets inputs inputs
ER BEXA EXEE
HiHEE BE2H BE2H
(Level 1) (Level 2) (Level 3) Total
(B148) (%24) (%E38) g
HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET
Non-current FRE
Debt securities in issue designated at #ETEEAFEARE
fair value through profit and loss MEBRTEKES —  (1,886,824) (4,579,253) (6,466,077)
Current e &
Debt securities in issue designated at T A FE AR
fair value through profit and loss MEBRTEKES — (14,778,455) (2,413,726) (17,192,181)
Financial liabilities held for trading ~ ##EEEHM SR AR
- Listed equity securities - ERAES (34,324) — — (34,324)
— Listed debt securities - FTHEEES —  (2,242,694) —  (2,242,694)
Financial liabilities at fair value BATEGFABEMN
through profit or loss SREE
- Financial products -SRE®R (37,593) (5,681,527) —  (5,719,120)
— Other financial instruments -HthemITA — (79,502) — (79,502)
— Third-party interest in -MARHEBEEES
consolidated investment funds NE=FER — (353,472) — (353,472)
Derivative financial instruments TESe®mTIAE — (308,099) — (308,099)
(71,917) (23,443,749)  (2,413,726) (25929,392)
(71,917) (25,330,573) (6,992,979) (32,395,469)
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31. Fair value measurements of financial 31. ¢RIENAFEIFEE)
instruments (continued)

Fair value hierarchy (continued) DNEEEHRE)
Liabilities measured at fair value: (continued) BAFEIFENER: (&)
As at 31 December 2018, audited R-Z—N\E+ZA=1+—H''  EER

Fair value measurement using

REANTRENRFETE

Quoted
prices in  Significant Significant
active  observable unobservable

markets inputs inputs
& B B AA BAREE
Mm% MmE BE2Y BE2Y
(Level 1) (Level 2) (Level 3) Total
(B14R) (FB24%) (B3#) F
HK$'000 HK$'000 HK$'000 HK$'000
FHx FHEx FHEx FET
Non-current FRE
Debt securities in issue designated at #ETEAFEARE
fair value through profit and loss MERTEKES — (1,173,973) (3,667,205) (4,841178)
Current e B
Debt securities in issue designated at #EE R A FEAE R
fair value through profit and loss MERTELEH —  (1,794,418) (2,642,417)  (14,436,835)
Financial liabilities held for trading ~#{EEEMSRMARE
- Listed equity securities - ERAES (41,913) — — (41,913
— Listed debt securities - ITEEES —  (3,334,378) = (3,334,378)
Financial liabilities designated at fair {§E &R AFEFABE
value through profit or loss MeRas
- Financial products -SHME®R — (5,004,994 (32,095) (5,037,089
~ Third-party interest in -MABHREES
consolidated investment funds NE=FER — (317,737) — (317,737)
Derivative financial instruments fTES®MTA — (23,620) — (23,620)

(41913)  (20,475,147) (2,674,512)  (23,191,572)

(41913)  (21,649,120) (6,341,717) (28,032,750
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31. Fair

Notes to the Interim Financial Information

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 and financial liabilities 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
2019 and the year ended 31 December 2018.

w390 Bt 285 R B Rk

1. EMIENAEEFTESE)

(a)

F1HESmI A

RRXBEBTHEEENEHT
ARFERBEREHRNTIS
BEE KRABOMISE
AESEREHRRZM X5
BHELBMSHRENTS - M
ZEBRERRBAFEEE
THERRERATSERS - &
SEMFMEEREREA
BEMANTEHRERERNE

F2HR eI A

I IF 705 BB T 35 () 20 45 S T
BEENERMIARFETE
AEERMEE - 2FHER
i 25 T BE % B AT B 2% T 35 B IR
(mE) ZETKEERNE
EfhF - MR TAMKERA
MEERZ2BARAEES
B ZERIAIASB2E -

e —EkZEERSHIALF
NRAITB M BIBEREE  Z
R TAIAFRIRE -

HE-Z-AFXA=TAL
AEARBEZB—N\E+=
A=+—BLEE BEAT
EH EREIRRE2RZHE
B o
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31. Fair value measurements of financial 31. ¢RIENAFEIFEE)

instruments (continued)

(¢) Financial instruments in Level 3 (c) H3ZEMIEA
The following tables present the changes in Level 3 TRENBEZE-ZT-NLFRA
instruments of financial instruments for the period ended =tHIEHEREZEZZ )N
30 June 2019 and the year ended 31 December 2018. F+ZA=+—HILFE " #3
RemITARNES -
Level 3 financial assets FIREMEE
For the period ended 30 June 2019, unaudited BE_FT—NAEXRA=THL
B REER
Unlisted
convertible
promissory Financial
note products Total
E
BEARBHER EMER # &t
HK$'000 HK$'000 HK$'000
THET FTET FET
At 1 January 2019 R=ZZE—-—NE—A—H 23,847 5,894,674 5,918,521
Purchases BE — 127,379 127,379
Disposal/redemption & EE (19,579) (222,459) (242,038)
Receipt on maturity ) HA B Y B — — —
Transfer to level 1 EREFIR — (38,268) (38,268)
Net (loss)/gain recognised 18 &= N R K
in profit or loss (E518) W= F 8 (9) 831,517 831,508
At 30 June 2019 RZZE—NF
NA=TH 4,259 6,592,843 6,597,102
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31. Fair value measurements of financial 31. ¢RIENAFEITFEE)
instruments (continued)

() Financial instruments in Level 3 (continued) () HIZEMITIE(E)
Level 3 financial assets (continued) EIRMEeWMEE (&)
For the year ended 31 December 2018, audited BEZS—-N\E+ZRA=1+—
HLEE #F#&
Unlisted
convertible
promissory Financial
note products Total
I L AT R AR
R B HE m @5t
HK$'000 HK$'000 HK$'000
FAET FET FAET
At 1 January 2018 RZZE—NF—A—H — 1,619,111 1,619111
Purchases By 39,105 3,305,818 3,344,923
Disposal/redemption HE i — = =
Receipt on maturity A Bl B B UG 3R (19,555) (58,665) (78,220)
Transfer to level 1 HWREEEIR — = =
Net gain recognised in B & A TE 7R B
profit or loss W =5 % 58 4,297 1,028,410 1,032,707
At 31 December 2018 RZZE—NF
+=-—A=+—H 23,847 5,894,674 5,918,521
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31. Fair value measurements of financial 31. €RIENAFESE®)
instruments (continued)
(c) Financial instruments in Level 3 (continued) () HIXEMITIE(E)
Level 3 financial liabilities EIZEeHMEE
For the period ended 30 June 2019, unaudited BE_ES—AFXNA=THL
HE REE
Debt
Financial securities
products in issue Total
E®T
EWMESR BEES Bt
HK$'000 HK$'000 HK$'000
TET THET Ti#ET
At 1 January 2019 RZZT-—NFE—H—H 32,095 6,309,622 6,341,717
Sales/issuance HE T — 38,324 38,324
Transfer to level 1 BB EEIR — (38,324) (38,324)
Redemption on 7 B B B g [
maturity (32,095) (222,459) (254,554)
Net loss recognised in  RIB8 = R K E 18 558
profit or loss — 905,816 905,816
At 30 June 2019 R-ZE—NEFE~A=1+H — 6,992,979 6,992,979
For the year ended 31 December 2018, audited g#@EFE_ZE2—)N\FE+=RA=1+—
BILLEE  EFR
Debt
Financial securities
products in issue Total
BT
S RLE G B #EH K
HK$'000 HK$'000 HK$'000
FE T FA& T FET
At 1 January 2018 R—_ZE—N\F—H—H — 2,211,321 2,211,321
Sales/issuance HE BT 78,210 3,079,246 3,157,456
Transfer to level 1 HBREEIR — — =
Redemption on 7 E) HA B B [
maturity (58,665) — (58,665)
Net loss recognised in  RIB =R K E 18 558
profit or loss 12,550 1,019,055 1,031,605
At 31 December 2018 R-ZE—N\FE+-_A=+—H 32,095 6,309,622 6,341,717
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31. Fair

value measurements

instruments (continued)

(c)
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Notes to the Interim Financial Information

Financial instruments in Level 3 (continued)

Below is a summary of significant unobservable inputs to
the valuation of financial instruments as at 30 June 2019

and 31 December 2018:

As at 30 June 2019

w0 B s R B R

of financial 31. eaRMIENAFETE#E)

(c) ZHE3IRXEMIAHE)

TXREMIAR-_T-NF
NAZTHEHRZZE-—N\F+=
A=+ —HRBENERELS
R2EHME:

R-ZB-AFANA=1H

Valuation Significant
technique unobservable input Average Sensitivity of the fair value to the input
HEH® EXRLBR2Y FYy AFEHSEMERBE
Unlisted convertible  Discount cash flows  Discount rate N/A 10% increase or decrease in the discount rate, the fair value would be increased
promissory note by HK$81,000 or decreased by HK$81,000, respectively.
FETARRALRE HRALHE HRx &R BB E F AR E10% - AT A A FIEN81,000% 5 A £81,000% T -
Financial products Net asset value N/A N/A N/A
SRER BERE TER TR TER
Financial products Recent transaction ~ N/A N/A N/A
price
TRER LHRHE PER TER  TER
Debt securities Net asset value N/A N/A N/A
in issue
BRETEBES BERE TER TER TER
Debt securities Recent transaction ~ N/A N/A N/A
in issue price
BEMERES RS ER TER TR TER
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31. Fair

[ RICEUAS

value measurements

instruments (continued)

(¢) Financial instruments in Level 3 (continued)

As at 31 December 2018

Notes to the Interim Financial Information
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of financial

3. EMITANAFEFTE®

(c) ZHE3IZXEMIAHE)
R-B-N\F+Z-A=+—H

Valuation technique ~ Significant unobservable input ~ Average Sensitivity of the fair value to the input
fhER BERBEABRESY T ATEH2BHEEE
Financial products Market approach Pricing multiples of market 10% increase or decrease in the underlying stock price, the fair value
comparable companies used would be increased by HK$22 million or decreased by HK$22 million,
to determine the estimated respectively.
equity value of the Project
Company:
- Price to book multiple 1.2
- Price to earnings multiple 9.4
ERER [EY RRERERAR MG REEEN RERELALREEI0%S  AFERHRENDZAERTIHI2AEAET -
THTALBARMNEBER:
- k% 1.2
-MA% 94
Financial products Recent transaction ~ N/A N/A N/A
price
EREM RGBS TER TER  TER
Financial products Net asset value N/A N/A N/A
EREM RERE TER TER  TER
Financial products Discount cash flows  Discount rate 1% 10% increase or decrease in the discount rate, the fair value would
and unlisted be increased by HK$1.6 million or decreased by HK$1.6 million,
convertible respectively.
promissory note
SREGRFELTAR HRRERE % 1%  BRELAABEINS ATELAREMBEETIAL6BRET
BESES:
Debt securities Market approach Pricing multiples of market 10% increase or decrease in the underlying stock price, the fair value
in issue comparable companies used would be increased by HK$22 million or decreased by HK$22 million,
to determine the estimated respectively.
equity value of the Project
Company:
- Price to book multiple 1.2
- Price to earnings multiple 94
BEIERES & BRERER AR REEEN REARE L ASREI0%  ATERHRENLEEATI RS 2AEAET -
TETERRARANEERY:
-mkE 12
- AX 94
Debt securities Recent transaction ~ N/A N/A N/A
in issue price
BETERES LR HER TER FER  FER
Debt securities Net asset value N/A N/A N/A
in issue
BETERES RERE TER TER  TER
Debt securities Discount cash flows  N/A N/A 10% increase or decrease in the discount rate, the fair value would
in issue be increased by HK$1.0 million or decreased by HK$1.0 million,
respectively.
BETERES BRRERE TER TER  BRAELAREEI% ATERAHEMOREETIAI0EEET
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