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For the six months ended

30 June
2020 2019 Change
HK$'000 HK$'000

Fee and commission income

— brokerage 276,450 291,667 -5.2%

— corporate finance 242,779 452,559 -46.4%

— asset management 23,935 10,215 134.3%
Income from loans and financing 518,275 558,649 -7.2%
Gain from financial products, market making and

investments 736,350 1,008,945 -27.0%
Revenue 1,797,789 2,322,035 -22.6%
Profit for the period 609,050 644,731 -5.5%
Profit attributable to ordinary equity holders

of the Company 605,583 638,856 -5.2%
Basic earnings per share (HK cents) 6.77 8.35 -18.9%
Diluted earnings per share (HK cents) 6.76 8.33 -18.8%
Dividend per share (HK cents) 3.4 4.2 -19.0%
Equity per ordinary share (HK$)Note) 1.51 1.48 2.0%
Dividend payment ratioMNete) 54% 50% 4 p.p.

Note: Based on 9,578,002,956 shares (30 June 2019: 7,649,756,690 shares) as at 30 June 2020, being 9,614,892,356 shares issued and
fully paid less 36,889,400 shares held under the Company’s share award scheme (30 June 2019: 7,715,673,090 shares issued and
fully paid less 65,916,400 shares held under the Company’s share award scheme).

Revenue Mix: Well Balanced and Diversified

Loans
Asset management and financing

1% L 29%
Financial products Market
making

13%

Revenue: 209
| HKD1,798 million
nvestments
79% Corporate
' finance
Brokerage ‘ 13%
15%

Fee and Commission

34%

Fee income from corporate finance, brokerage, asset
management and financial products business, recorded HKDé418
million in total.

37%

Interest Income

Interest Income of “Loans and Financing” from retail clients and
banks.

Interest Income of “Financial Products” from institutional and
high net worth clients, which recorded HKD666 million in total.

29%

Investment Income

Purpose: 1) Market Making to facilitate Debt Capital Market
(DCM) business, mainly from bonds. 2) Investments to facilitate
asset management business in a long term, mainly from bonds
and equities.
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Market Review
Hong Kong stock market

In the first half of 2020, the COVID-19 pandemic (the “Pandemic”) dealt a serious blow to public security and
economic activities around the world. Due to the precautionary or quarantine measures implemented by local
governments, the global business environment faced severe challenges. The Hang Seng Index (“HSI") closed at
24,427 points as at the end of June, representing a decrease of 13% as compared to the end of 2019, among
which Hang Seng Mid-Cap Index decreased by 5% to 8,788 points during the period. Meanwhile, the average
daily turnover of the Hong Kong stock market experienced a year-on-year (as defined hereafter) increase of 20%
to HK$117,500 million.

Like other major global indices, HSI showed a V-shaped performance during the first half of the year. At the
beginning of 2020, following the signing of the Phase One Economic and Trade Agreement between China
and the US, HSI once soared above 29,000 points. However, due to the implementation of rigorous measures
by mainland China and Hong Kong to reduce spread of COVID-19 since late January, the economic activities
in both mainland China and Hong Kong were hit hard, leading to corresponding decrease in the HSI. In late
February, as the number of confirmed COVID-19 cases increased substantially all over the world, it is expected
that the growth of global economy would be slowed down, which largely led to correction in financial markets.
Liquidity crisis also occurred as the panic sentiment among investors showed up. At the beginning of March,
the benchmark interest rate was lowered to nearly zero following two interest rate cuts announced by the
US Federal Reserve, during which the US stock market continued to experience four significant declines and
triggered the circuit breaker mechanism with sell-off of various assets including crude oil, US treasuries and
gold. Following the trends in overseas financial markets, the Hong Kong stock market continued to experience
significant decline in mid March and dropped to 21,139 points, the lowest level during the period. In late March,
with the slowdown of the Pandemic overseas, all major economies including US launched stimulus measure
and elevated its quantitative easing scale to stabilize the condition, resulting in gradual recovery of the US
and Hong Kong stock markets. In May, HSI announced that it would consider to include companies with dual
class shares and secondary-listed companies into HSI and Hang Seng China Enterprises Index, and meanwhile
the China concept stocks have turned to the Hong Kong market for secondary listing. These positive factors
boosted investor confidence, driving the HSI to stabilize and rally continuously.

For new listings in the Hong Kong stock market, as the outbreak of the Pandemic cast significant impact on the
application and review progress for listing in Hong Kong, the number of newly listed companies significantly
decreased by 24% to 64 during the first half of the year. However, benefitting from two large-size IPOs of
JD.com (9618.HK) and NetEase (9999.HK), the total funds raised from IPO in Hong Kong stock market recorded
a year-on-year increase of 22% to HK$87,500 million in the first half of the year, which hit a new high since the
corresponding period of 2015. Combining the funds raised from equity placements, right issues and IPOs, the
total fundraising amount of the Hong Kong stock market was HK$225,800 million, representing a substantial
increase of 51% over HK$149,200 million for the corresponding period of last year.

US dollar-denominated bond market

The bond market delivered satisfactory performance in 2019. However, due to factors such as the Pandemic,
crude oil price war and Sino-US tension, the overall performance of the primary market and the secondary
market of Chinese-issued US dollar-denominated bonds has been relatively volatile since the beginning of
2020. For bond issuance, according to Bloomberg's data, Asia (ex-Japan) G3 currency (USD, Euro and Yen)
bond issuance amounted to US$168,700 million in total in the first half of 2020, representing a slight decrease
of approximately 8% year-on-year. For secondary market, amid rising risk-averse sentiment from investors, the
market experienced significant fluctuations, with the ICE BofA Asian Dollar Investment Grade Corporate China
Issuers Index increasing by 4.30% and the corresponding index for High Yield Grade only increasing by 1.72%.
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Management Discussion and Analysis

Business and Results Review

Guotai Junan International Holdings Limited (the “Company”, together with its subsidiaries, the "Group”) reports
to the shareholders of the Company ("Shareholders”) that for the six months ended 30 June 2020, the Group
recorded a total revenue of approximately HK$1,798 million (corresponding period in 2019: HK$2,322 million),
representing a decrease of 23% as compared with the same period in 2019 (“year-on-year”), while a slight
decrease of 7% as compared with the second half in 2019 (“half-on-half”). Meanwhile, the Group recorded a
profit attributable to holders of ordinary shares of the Company (“Share(s)”) of approximately HK$606 million
(corresponding period in 2019: approximately HK$639 million), representing a slight year-on-year decrease of
approximately 5% (a half-on-half increase of 136%). Despite the large volatility of the financial market this year,
first half still witnessed the stability and resilience in the Group's results. The board of directors of the Company
(the "Board”) has declared an interim dividend of HK$0.034 per Share (the “Interim Dividend”) (2019: an interim
dividend of HK$0.042 per Share).

Under the challenging operation environment, the Group made early adjustments to its operation strategy and
strengthened control over market risks and credit risks through rigorous risk management system and measures.
In the second half of 2019, the Group reviewed its situation and made responsive decision on its balance sheet
management and strategy in which the Group lowered the market risk exposure in businesses such as market
making on the balance sheet and largely increased its cash reserves. On the other hand, it proactively made
impairment and provision for the assets of relatively high risks in 2019 to enhance the balance sheet's ability
to deal with potential risks.

Amidst large uncertainties in the global market, although the revenue of the Group decreased year-on-year,
with its improvement in the risk management capability of the balance sheet, along with the effective cost
control measures implemented by the Company, the total costs (including staff costs, finance costs, other costs
and impairment charge) recorded a year-on-year decrease of 31% (a half-on-half decrease of 34%) to HK$1,096
million. As those factors contributed to a stable and reliable performance of the Company during the first half of
the year, the profit attributable to Shareholders recorded only a slight year-on-year decrease while a substantial
half-on-half increase, showing a sound development trend. Following the enlargement of issued share capital
through Rights Issue (as defined hereafter) in March 2020, the Company continued to achieve an annualized
return on shareholder’s equity ("ROE") of 9.4% for the first half of the year, representing 1.3 percentage points
higher than the ROE in 2019.

In the first half of the year, following the panic caused by the Pandemic on the global financial market, the prices
across various assets in the market fell sharply. After the completion of the Rights Issue (as defined hereafter) in
March, the Group's net assets along with its business development foundation have been improved. Leveraging
on years of service experience and in-depth understanding in the capital market, while the Group actively and
effectively managed its own balance sheet and risks, the Group prepared itself to grasp market opportunities for
its clients. During the period, the Group attracted high-net-worth wealth management clients with differentiated
and high-quality investment and financing products, facilitating clients in investing in quality underlying assets
in the volatile market situations. During the period, the balance of loans and advances increased significantly
by 28% to HK$14,987 million. The number of wealth management clients and the assets under custody have
steadily increased.
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Revenue

Under the Pandemic, the business environment in Hong Kong was inevitably challenged, and financing initiatives
by corporate clients such IPOs, share and bond issuances in Hong Kong were hindered. Suspension in economic
activities also led to significant impacts on the global financial markets. The Group's income from corporate
finance, investments and market making recorded a year-on-year decrease of 46%, 53% and 20% respectively.
However, the Group has been equipped with a balanced and diversified revenue structure. During the period,
fee and commission income from asset management, futures and leveraged foreign exchange has grown by
134%, 112% and 59% year-on-year respectively. Therefore, the Group's interim revenue in 2020 has reached to its
second historical high as HK$1,798 million, with the fee and commission income (fee from brokerage, corporate
finance, asset management and financial products business), interest (interest income from loans and financing
as well as financial products) and investment income (market making and investments) accounting for 34%, 37%
and 29% respectively.

For the six months ended 30 June

2020 2019

HK$'000 % HK$'000 %

Fee and commission income
- brokerage 276,450 15.4% 291,667 12.6%
— corporate finance 242,779 13.5% 452,559 19.5%
— asset management 23,935 1.3% 10,215 0.4%
Income from loans and financing 518,275 28.8% 558,649 24.0%
Income from financial products 223,390 12.5% 268,452 11.6%
Gain from market making 398,788 22.2% 498,339 21.5%
Gain from investments 114,172 6.3% 242,154 10.4%
Total 1,797,789 100.0% 2,322,035 100.0%

l. Brokerage (Fee and commission income)

For the six months ended 30 June

2020 2019

HK$'000 % HK$'000 %
Securities 230,566 83.4% 251,987 86.4%
Futures and options 17,684 6.4% 8,335 2.9%
Handling income 23,969 8.7% 27,372 9.4%
Insurance 3,073 1.1% 3,244 1.1%
Leveraged foreign exchange 1,158 0.4% 729 0.2%
Total 276,450 100.0% 291,667 100.0%

During the period, the Group's brokerage business recorded a revenue of approximately HK$276 million (2019:
approximately HK$292 million), representing a decrease of 5% year-on-year. The decrease in client’s subscription
for placing activities in the Hong Kong stock market was the main reason for the year-on-year decrease in overall
brokerage income. However, the Group's brokerage commission income from securities trading in secondary
market increased by 21% year-on-year to HK$231 million, which was in line with the market trend.
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The Group started to issue warrant products since the end of 2019. Following the secondary listing of China
concept stocks on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) during the year, the
Group simultaneously launched the warrant products linked to the stocks of NetEase, etc. (B4 5 5 ik = # &
) % # 2= ). Driven by the gradual recovery in investment sentiment since May, the trading volume of client
trades for the first half of the year recorded significant increase as compared with the prior periods. As at the
end of June, the market share of the Group's brokerage business climbed steadily as compared to the end
of 2019. Although HSI dropped by 13% during the period, the assets under custody (including cash, securities
and financing balance) of the wealth management platform of the Company also recorded a steady increase of
15% to HK$22,200 million, while the Group's overall assets under custody excluding OTC derivatives stabilize
at HK$151 billion.

During the period, the wealth management platform of the Company has completed a series of in-house
strategic consolidation, aiming at developing into an integrated platform that offers quality products and
professional services tailored for high-net-worth clients. Currently, the platform is equipped with professional
teams specializing in market strategy, investment consultation, customer service, wealth management for private
clients and financial products, and offers a wide variety of asset classes not only covering typical investment
portfolios such as equity and fixed income products, but also including a basket of investment vehicles such
as derivative warrant products, tailored wealth management products, insurance, foreign exchange, futures and
private equity.

Il. Corporate finance (Fee and commission income)

For the six months ended 30 June

2020 2019
HK$'000 % HK$'000 %
Placing, underwriting and sub-underwriting
commission
— debt capital market 204,764 84.3% 324,536 71.7%
— equity capital market 20,545 8.5% 92,778 20.5%
Consultancy and financial advisory fee 17,470 7.2% 35,245 7.8%
Total 242,779 100.0% 452,559 100.0%

Debt capital market

During the period, the Pandemic significantly dampened corporate clients’ progress and intention of bond
issuance for financing. The Group's income from underwriting fees in debt capital market reduced by 37% year-
on-year to HK$205 million (corresponding period in 2019: HK$325 million). In the first half of the year, the debt
capital market team completed a total of 92 debt issuances (corresponding period in 2019: 106) and assisted
corporations raising funds of nearly HK$209,800 million (corresponding period in 2019: HK$244,800 million) in
the bond market. Despite the negative impacts from the Pandemic on the growth of corporate finance business
in Hong Kong, the Group continued to maintain its leading position in Chinese-issued US dollar-denominated
bond market in terms of market share, and ranked third and sixth in the Bloomberg's Asia (ex-Japan) G3 Currency
Corporate High-Yield Bond Underwritten League Table (@M (BrBAS) GIEE ¥ s EHFAEHEITE) in
terms of number and amount underwritten, respectively. The Group also ranked second in the property sector
of the same League Table.
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Equity capital market, consultancy and financial advisory

The Group's income from the equity capital market decreased by 78% year-on-year to HK$20.55 million
(corresponding period in 2019: HK$92.78 million). Since June, despite the wave of secondary listing of large-
size China concept stocks on the Stock Exchange such as JD.com and NetEase, there was a general slowdown
in the progress of IPOs in the Hong Kong market during the first half of the year due to the Pandemic, with
significant decrease in the number of new listings. During the period, the team completed a total of 13 equity
underwriting deals (corresponding period in 2019: 15) in primary and secondary markets, raising funds of
approximately HK$39,900 million in total, up by 45% year-on-year, including the IPOs for JD.com (9618.HK) (the
largest fundraising project on the Stock Exchange in the first half of the year), Peijia Medical Limited (9996.HK)
(a global medical device platform) and other deals.

In the first half, due to significant decrease in the number of newly listed companies, the Group's relevant
consultancy and financial advisory fee income decreased by 50% year-on-year to HK$17.47 million (corresponding
period in 2019: HK$35.25 million). During the period, the Group completed a total of two IPO sponsor deals
(corresponding period in 2019: five), including Zhongguancun Science-Tech Leasing Co., Ltd. (1601.HK) and
QP Group Holdings Limited (1412.HK).

lll.  Asset management (Fee and commission income)

For the six months ended 30 June

2020 2019
HK$'000 % HK$'000 %
Asset management
— management fee 7,432 31.1% 10,111 99.0%
- performance fee 16,503 68.9% 104 1.0%
Total 23,935 100.0% 10,215 100.0%

During the period, management fee and performance fee income from the asset management business
increased substantially by 134% year-on-year to HK$23.94 million, mainly due to the increased performance fee
from some funds operated by the Group that outperformed the market in January and February. As at the
end of June 2020, the total assets under custody for client accounts of the Group's asset management team
amounted to approximately HK$8,400 million, among which fixed income and equity linked funds amounted to
approximately HK$4,900 million and HK$3,500 million, respectively.

IV. Loans and financing (Interest income)

For the six months ended 30 June

2020 2019
HK$'000 % HK$'000 %
Customers and counterparty financing 350,252 67.6% 362,275 64.8%
Banks and others 168,023 32.4% 196,374 35.2%

Total 518,275 100.0% 558,649 100.0%
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During the period, the Group's income from loans and financing business slightly decreased by 7% to HK$518
million (corresponding period in 2019: HK$559 million). Given that the Federal Reserve and other central banks
lowered the benchmark interest rate during the period to mitigate the negative impact on the economy from
the Pandemic, the Group's interest income from loans and financing accordingly decreased. On the other hand,
benefitting from the development of the Company’s wealth management business and increase of high-net-
worth clients, the balance of loans and advances increased to HK$14,987 million, representing an increase of 28%
as compared to that as at the end of 2019. Moreover, the Group continued to optimize the loans and financing
business structure and adjust the proportion of margin financing with collateral from small- and mid-cap stocks.
As of 30 June 2020, the proportion of margin financing income with large-and mid-cap stocks and US dollar-
denominated bonds as collaterals steadily increased, and the Company continued to mitigate the risk of loans
and financing products.

During the period, due to the year-on-year decrease in Hong Kong Interbank Offered Rate ("HIBOR"), the
Group's interest income from banks and others declined by 14% year-on-year to approximately HK$168 million.

V. Financial products (Interest and handling income)

During the period, as the Pandemic has been limiting the daily economic activities in mainland China and Hong
Kong, the financing needs from corporate and institutional clients were, to a certain extent, affected. In the
first half of 2020, the interest and handling income from financial products decreased by approximately 17%
year-on-year (increased by 49% half-on-half) to HK$223 million (corresponding period in 2019: HK$268 million).

VI. Market making (Investment income)

To facilitate the development of the debt capital market business, the Group provides market making services
for debt securities. During the period, due to the significant fluctuations in the Chinese-issued US dollar-
denominated bond market as a result of the Pandemic, the Group's market making income decreased by 20%
year-on-year (increased by 164% half-on-half) to approximately HK$399 million (corresponding period in 2019:
approximately HK$498 million).

VIl. Investments (Investment income)

For the long-term and healthy development of asset management and other businesses, the Group provides
supports through investments under a prudent risk management system. Due to the significant fluctuations in
markets such as the Hong Kong and US stock markets as well as Chinese-issued US dollar-denominated bond
market during the period, the Company’s investment income recorded a year-on-year decrease by 53% to HK$114
million (corresponding period in 2019: approximately HK$242 million).
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Costs and Expenses

For the six months ended 30 June

2020 2019

HK$'000 % HK$'000 %
Staff costs 329,919 30.1% 367,551 23.1%
Commission to account executives 74,574 6.8% 62,085 3.9%
Depreciation 34,038 3.1% 30,120 1.9%
Impairment charge 38,371 3.5% 512,041 32.1%
Other operating costs 186,767 17.0% 184,371 11.6%
Finance costs 432,741 39.5% 437,355 27.4%
Total costs 1,096,410 100.0% 1,593,523 100.0%

In the first half of 2020, the total costs of the Group dropped by 31% year-on-year (dropped by 34% half-on-
half) to HK$1,096 million, primarily benefited from the combined effects of decreases in impairment charge,

staff costs and finance costs, etc.

During the period, the Group's staff costs, including salaries, bonuses and allowances, share-based
compensation expenses and pension scheme contributions, decreased by 10% to HK$330 million, which was
due to the adjustments to the relevant staff costs as a result of year-on-year decrease in the Group's profits.

During the period, the amount of impairment charge of the Group decreased significantly by 93% year-on-year
(decreased by 90% half-on-half) to HK$38.37 million. Over the past years, the Group has exerted unremitting
efforts in optimizing the structure of its margin financing operations, which led to the enhancement of diversity
and liquidity of collaterals from clients of margin financing business as compared with prior years. In addition, as
the Group increased impairment provisions for risky loan assets on a prospective basis in 2019, the Company'’s
capacity in credit risk control was enhanced amidst fluctuations in the financial markets during the first half of
2020.

In March, as the Federal Reserve embarked on a more easing monetary policy and the HIBOR consequently
decreased year-on-year, the Group's finance costs (including financing expenses from bank loans, debt securities
in issue, securities borrowing and lending, repurchase agreements, etc.) for the first half of 2020 decreased by
1% to HK$433 million.

On the other hand, the increased items in the Group's costs was mainly attributable to commission expenses.
During the first half of the year, the Group's commission to account executives increased by 20% year-on-year to
HK$74.57 million, mainly attributable to the increase in commission income from related securities transactions.

Financial Position

As at 30 June 2020, the Group's total assets increased by 30% to approximately HK$125,412 million (31
December 2019: approximately HK$96,738 million) and the Group's total liabilities increased by 30% to
HK$110,811 million (31 December 2019: approximately HK$85,326 million). The equity attributable to holders
of Shares increased by 28% to approximately HK$14,481 million as at 30 June 2020 (31 December 2019:
approximately HK$11,296 million). The leverage ratio (defined as total assets less accounts payable to clients
divided by total equity) was 7.46 times as at 30 June 2020 (31 December 2019: 7.46 times).
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Liquidity and Financial Resources

As at 30 June 2020, the net current assets of the Group increased by 3% to HK$9,715 million (31 December 2019:
HK$9,434 million). As at 30 June 2020, the Group's current ratio was 1.10 times (31 December 2019: 1.12 times)
and gearing ratio (defined as the sum of interest bearing borrowings and debt securities in issue at amortised
cost divided by total equity) was 1.84 times (31 December 2019: 1.57 times).

The Group had a net cash outflow of HK$228 million for the period ended 30 June 2020 (31 December 2019:
inflow of HK$3,112 million). As at 30 June 2020, the Group's bank balance was HK$6,990 million (31 December
2019: HK$7,217 million), and outstanding bank and other borrowings amounted to HK$17,834 million (31
December 2019: HK$11,201 million).

The Company, through its subsidiaries, maintained a US$15,000 million 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 16 July 2020, the Company also successfully renewed the Medium Term Note Programme of up
to HK$15,000 million (or the equivalent in other currencies at the date of issue), pursuant to which both listed
and unlisted notes may be issued. On 30 June 2020, the structured notes and medium term notes issued and
outstanding amounted to US$3,800 million (31 December 2019: US$3,500 million) and HK$9,800 million (31
December 2019: HK$5,800 million), 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.

Save as disclosed above, there were no other debt instruments issued by the Group for the period ended 30
June 2020.

Capital Structure

On 17 March 2020, a total of 1,919,219,266 Shares was allotted and issued by the Company in connection with
the Rights Issue (as defined hereafter). The gross proceeds raised from the Rights Issue (as defined hereafter)
was approximately HK$2,783 million. The details of which are set out in the section headed “Rights Issue” of
this report.

During the period ended 30 June 2020, the Company bought back and cancelled a total of 20,000,000 Shares
at an aggregate consideration of HK$19,903,454.35 (inclusive all expenses) on the Stock Exchange at the prices
ranging from HK0.92 to HK1.05 per Share.

As at 30 June 2020, there were 9,614,892,356 Shares in issue. Save as disclosed above, there was no other
movement in the number of issued Shares during the period ended 30 June 2020.

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.

Material Acquisitions and Disposals

For the six months ended 30 June 2020, the Group had not made any material acquisitions and disposal of
subsidiaries, associated companies and joint ventures.
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Significant Investment Held

The Group did not hold any significant investment with a value greater than 5% of its total assets as at 30 June
2020.

Charges on the Group’s Assets

No asset of the Group was subject to any charge as at 30 June 2020.

Capital Commitments, Other Commitments and Contingent Liabilities

Details of capital commitments and other commitments of the Group are set out in note 26 to the Interim
Financial Report. The Group did not have any material contingent liabilities as at 30 June 2020.

Prospects

Looking ahead, the Group will continue to step up efforts to develop financial institutional and corporate
clients. At the same time, the Group shall constantly optimize and upgrade its wealth management platform and
improve its product and service lines, to enhance the synergy among wealth management, corporate finance,
asset management and other businesses, which will ultimately expand the high-net-worth client base and the
assets under management. Moreover, the Group will continue to leverage on the core competencies of financial
products and trading system to provide clients with differentiated and customized financial products and
services. The Group will also actively enhance cooperation with its parent company, Guotai Junan Securities Co.,
Ltd., to explore new opportunities in the cross-border financial product market. In addition, to seize the market
trends, the Group will actively leverage fintech in the trading platform, to create better trading experience and
investment environment for the clients.

Over the mid-to-long run, the Group will take the Belt and Road Initiative as an opportunity to expedite its pace
in exploring the Southeast Asian markets, and further facilitate global development through its subsidiaries in
Singapore and Vietnam. The Group determines to be the professional partner for domestic clients who invest
globally and for overseas clients who invest in China.

The Group has been implementing a solid and steady operational strategy. As always, the Company will continue
to improve its risk management measures and strengthen its execution, as well as consolidate and enhance its
outstanding risk management capabilities through timely identification, measurement, hedging and mitigation
of risks, so as to lay a solid foundation for further business development. The Group always aims to increase
the risk-adjusted return on net asset with steady and solid compound growth to reward our investors for their
continuous 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 2020, we had 575
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, medical and dental insurance,
group life insurance and medical check up. Details of the remuneration of employees are set out in note 5 to
the Interim Financial Report.
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Major Risks Faced by the Company and Risk Mitigation Measures

In the first quarter of 2020, the global economy has been greatly impacted by the outbreak of COVID-19 and
the tension between China and the U.S., with a steep decline in stock and bond indices. In the second quarter,
the Pandemic showed signs of easing in a number of countries, where restrictions have been loosened in stages
and efforts were increased to tackle the economic recession triggered by the Pandemic, along with a series of
large-scale economic stimulus packages launched. The stock and bond indices thereby rebounded after falling
to a low level in March. In summary, the HSI closed at 24,427 points in the first half of the year, with a cumulative
drop of 13.35% or 3,762 points. The highest was 29,174 points in mid-January with the lowest of 21,139 points
in mid-March.

The Group strictly managed its business risks during the reporting period. In terms of investment business, the
Group moderately adjusted its positions in the first quarter to reduce its market risk exposure to a controllable
level. In the second quarter, the Group appropriately increased its positions within the risk appetite of the
Group when the market stabilized. In terms of credit business, the Group continued to manage business risks
including moderate adjustment to the loan ratio of high-risk securities, collection of high-risk loans and reduction
of high-risk securities collateral.

In conclusion, 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. In the second half
of 2020, lack of effective containment of the Pandemic and the ongoing tension between China and the U.S.
exposed the market to a certain pressure. The Group will continue to adopt a prudent approach towards the
market, as well as strengthen the risk management system.

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 management
framework and risk management policy. The Board has established and delegated the Risk Committee to
assist in the implementation of risk management 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 management framework and strategies and material
risk-related 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 to the Risk Committee on all potential material risks, changes
it identified in business activities as well as actions taken to enhance the risk management process and mitigate
relevant risks.

The Risk Management Department is the key department for risk management and responsible for identifying,
assessing, monitoring and reporting risks associated with 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 develops a limit-focused risk index system that sets top-down risk
limits covering various specific risks and businesses to reflect different levels of authorization, risk appetite and
risk tolerance of the Company.
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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, but not limited to, 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, risk indicators and 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 indicator system to reflect the different levels of
authorization and reporting mechanisms from top to bottom.

The Group established monitoring measures for loan business, including pre-lending limit approval, real-time
post-lending 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 fulfil 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 made in the financial
statements of the Group. For details of the analysis of the total book value of margin and term loans based on
the Group's internal credit ratings as well as the total value of pledged securities used as collateral for margin
loans, please refer to note 11 to the Interim Financial Report.

Regarding the risk of the counterparties, the Group monitors 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 risk exposures
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 the Group. The Company sets appropriate risk limits based on the nature of different businesses, such as
transaction limits, scale limits, VaR limits, concentration limits, sensitivity limits and stop loss limits. The Risk
Management Department is responsible for day-to-day identification, measurement, monitoring and control of
the overall market risk, and for reporting 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 as a result of market interest rate negative fluctuation. Other price
risk represents 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.
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For the leveraged foreign exchange brokerage business, the Group hedges the majority of the client positions
through back-to-back transactions with external counterparties. As the Group adopts a stringent control over
its positions, it is considered that foreign exchange risk exposure is manageable.

The Group's principal operations are transacted and recorded in Hong Kong dollars, United States dollars and
Renminbi. The Group is not exposed to material foreign exchange risk because Hong Kong dollars is pegged
with United States dollars. The Group also conducts appropriate hedging activities when it is exposed to material
exchange risk in Renminbi. Other foreign currency exposure is relatively minimal to its total assets and liabilities.
The foreign exchange risk is daily managed and monitored by Treasury and Finance Department. As a result,
it is considered that foreign exchange risk exposure is manageable.

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 activity 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 and reporting operational
risk specifically from 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 consistent application of operational risk policies, processes
and procedures throughout the Group.

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, rights issue, placement, and medium-
term note program, etc.

The Group's licensed subsidiaries are subject to specific statutory liquidity requirements as prescribed in the
Securities and Futures (Financial Resources) Rules (Cap.571N of the Laws of Hong Kong). The Group has put in
place a monitoring system to ensure that it maintains sufficient liquidity to fund its financial obligations. As a
safeguard measure, the Group has also maintained stand-by banking facilities to meet any emergent operational
needs.
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Model Risk

Model refers to a quantitative method, system or approach that applies statistical, economic, financial, or
mathematical theories, techniques, and assumptions to process input data into quantitative estimates. The
use of models invariably presents model risk, which is the potential for adverse consequences from decisions
based on incorrect or misused model outputs and reports. Model risk can lead to financial loss, poor business
and strategic decision-making, or damage to organization’s reputation. As models were increasingly complex
and widely used, we were also exposed to more significant model risks amid business development and risk
management.

We were fully aware of the importance of model risk and had developed a corporate model management
framework. We specified the responsibilities of each department in our three-line defense management
mechanism, and categorized the models in accordance with the complexity and impact of them. We also
strengthened model management step by step, and managed the model life cycle, from the development,
validation, use limitation and update, through a series of internal control measures such as approval, review
and testing.

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. These risks 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 laws and regulations relating to compliance risk as well as 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 risk exposures, industries, countries, geographic regions,
products, asset classes, and any other category that falls within the Group's definition of concentration risk. The
Group's concentration risk management covers all businesses with risk exposures, including 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 analyze 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 continues 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 and dynamic monitoring, promptly responses to and fully controls reputational risk in terms
of operating management, 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 needs 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 for improvement of
risk management.
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Interim Dividend

The Board has declared an Interim Dividend of HK$0.034 per Share for the six months ended 30 June 2020
to the Shareholders whose names appear on the register of members of the Company on Tuesday, 25 August
2020. The Interim Dividend will be payable on Thursday, 10 September 2020.

Closure of Register of Members

The register of members of the Company will be closed on Tuesday, 25 August 2020 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 Monday, 24 August 2020.

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

As at 30 June 2020, 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 Directors Capacity Shares Shares (Note 1 options Total  issue Note 2
YIM Fung Personal interest 68,546,955 1,488,000 2,300,000 72,334,955 0.75%
WONG Tung Ching Personal interest 13,399,564 1,093,000 2,300,000 16,792,564 0.17%
Ql Haiying Personal interest 4,562,000 1,450,000 2,300,000 8,312,000 0.09%
LI Guangjie Personal interest 9,435,970 979,000 2,300,000 12,714,970 0.13%
FU Tingmei Personal interest 1,512,096 — — 1,512,096 0.02%
SONG Ming Personal interest 1,512,096 — — 1,512,096 0.02%
TSANG Yiu Keung Personal interest 1,512,096 — — 1,512,096 0.02%
Notes:
1. The awarded Shares were unvested and held by the trustee of the share award scheme of the Company (the “Share Award

Scheme”). Details are set out in paragraph headed “Share Award Scheme” under this section and note 24 to the Interim Financial
Report.

2. The percentage was calculated based on 9,614,892,356 Shares in issue on 30 June 2020.
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Save as disclosed above, as at 30 June 2020, 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 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 in
respect of the share options which had been granted and were outstanding under the Share Option Scheme
was 72,170,558, representing approximately 0.75% 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.

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.
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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 was valid and effective for a period of 10 years from the date of adoption, which
had been expired on 19 June 2020. No further share options shall be granted after such period but all granted
and outstanding share options remain exercisable after the end of such period and the provisions of the Share
Option Scheme thereof remain in full force and effect.

Movements of the share options under the Share Option Scheme for the six months ended 30 June 2020 are
set out as follows, details of which are set out in note 23 to the Interim Financial Report:

Number of share options

Granted  Exercised  Cancelled Lapsed Exercise
Name of At 1 January during the  during the  during the  during the At 30 June price Date of
participants 2020 period period period period 2020 (HK$) grant M2 Exercise period Mot 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
1,000,000 — — — — 1,000,000 1450 11/09/2019  11/09/2020-10/09/2029
WONG Tung Ching 800,000 — — — — 800,000 2440 13/07/2017  13/07/2018-12/07/2027
500,000 — — — — 500,000 1720 04/07/2018  04/07/2019-03/07/2028
1,000,000 — — — — 1,000,000 1450 11/09/2019  11/09/2020-10/09/2029
Ql Haiying 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
1,000,000 — — — — 1,000,000 1450 11/09/2019  11/09/2020-10/09/2029
LI Guangjie 800,000 — — — — 800,000 2440 13/07/2017  13/07/2018-12/07/2027
500,000 — — — — 500,000 1720 04/07/2018  04/07/2019-03/07/2028
1,000,000 — — — — 1,000,000 1450 11/09/2019  11/09/2020-10/09/2029
9,200,000 - - - — 9,200,000
Employees 3,596,768 Mo — — — — 3,596,768 0.827 Mo 24/04/2012  10/06/2012-09/06/2021
(in aggregate) 33,797,535 Mote ) — — — (2,023,745) 31,773,790 1.264 MoV 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
7,700,000 - - - (150,0000 7,550,000 1.720 04/07/2018  04/07/2019-03/07/2028
14,200,000 - - - (200,000) 14,000,000 1450 11/09/2019  11/09/2020-10/09/2029
65,694,303 - - —  (2,373,745) 63,320,558

Total 74,894,303 - - (2,373,745) 72,520,558
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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 evenly on 13 July 2018,
13 July 2019 and 13 July 2020 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 evenly on 4 July 2019
and 4 July 2020 and shall be vested on 4 July 2021 and exercisable until 3 July 2028.

In respect of share options granted on 11 September 2019, one-third of the share options shall be vested evenly on 11
September 2020, 11 September 2021 and 11 September 2022 and exercisable until 10 September 2029.

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 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 2020, 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 six months ended 30 June 2020, 484,000 Shares were lapsed. As at 30 June 2020, 30,461,000 Shares
were unvested. Details of the Share Award Scheme are set out in notes 24 and 25 to the Interim Financial Report.

Save as disclosed above, for the six months ended 30 June 2020, 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 2020, 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) Issue (Note2)
Guotai Junan Holdings Limited Beneficial owner 7,044,877,066 73.27%
Guotai Junan Financial Holdings Limited ™ Interested in controlled corporation 7,044,877,066 73.27%
Guotai Junan Securities Co., Ltd. Nete ® Interested in controlled corporation 7,044,877,066 73.27%
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 7,044,877,066 Shares.

2. The percentage was calculated based on 9,614,892,356 Shares in issue on 30 June 2020.

Save as disclosed above, as at 30 June 2020, 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.



Guotai Junan International Holdings Limited | 2020 Interim Report

Other Information

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 2020 to 30 June 2020.

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 2020 to 30 June 2020.
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Purchase, Sale or Redemption of the Company’s Securities

During the six months ended 30 June 2020, the Company bought back a total of 20,000,000 Shares on the
Stock Exchange at an aggregate consideration of HK$19,903,454.35 (inclusive all expenses). All these Shares
were cancelled during the period correspondingly.

Details of the Shares bought back during the period are as follow:

Aggregate

consideration

Number of Price paid per Share (inclusive

Shares bought transaction

Month back Highest Lowest costs)
HK$ HK$ HK$

April 2020 4,313,000 1.05 0.97 4,389,318.18
May 2020 14,511,000 1.07 0.92 14,297,386.25
June 2020 1,176,000 0.99 0.94 1,146,549.92

Save as disclosed above, 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 2020 other than acting as an agent for
the trustee of the Company’s Share Award Scheme.

Rights Issue

In order to support the Group's long term development, considering that capital raising will not increase
financing costs, while it could strengthen its financial position, on 14 January 2020, the Company announced
a proposal for rights issue of rights shares at the subscription price of HK$1.45 each on the basis of one
rights share for every three existing Shares on the record date of 7 February 2020 (the “Rights Issue”) with
underwriting arrangement by underwriters, namely China Tonghai Securities Limited (“China Tonghai”) and
Guotai Junan Securities (Hong Kong) Limited. On 17 March 2020, the Rights Issue was completed and based on
the subscription results of the Rights Issue and the underwriting arrangement, 1,919,219,266 Shares in total were
allotted and issued by the Company (of which 1,764,943,555 Shares were allotted and issued to Shareholders
who had validly accepted their Right Shares and 154,275,711 Shares were allotted and issued to China Tonghai,
respectively). The net proceeds raised from the Rights Issue was approximately HK$2,780 million, equivalent to
a net subscription price per rights share of approximately HK$1.448. The closing price of HK$1.49 per Share was
quoted on the Stock Exchange on 14 January 2020, being the last trading day before the terms of the Rights
Issue were fixed.
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Use of Proceeds

The following table sets forth the information in relation to the use of the net proceeds raised from the Rights
Issue as disclosed in the prospectus of the Company dated 24 February 2020 (“Prospectus”):

Actual use of
the net proceeds
during the
period from the Intended use of unutilized
completion of net proceeds raised from
Intended use of net proceeds raised from Rights Issue to the Rights Issue and
the Rights Issue 30 June 2020 the expected timeline

Loans and advances to customers  HK$918.15 million ~ HK$918.15 million —
Market making and investment in ~ HK$918.15 million ~ HK$918.15 million —
debt securities
Debt repayment HK$417.34 million  HK$417.34 million —
General working capital* HK$278.22 million Approximately  Balance of unused proceeds
HK$140.00 million of approximately
HK$138.22 million aims
to be utilized by end of
December 2020
IT infrastructure and regional HK$247.70 million Approximately  Balance of unused proceeds
expansion in Southeast Asia HK$15.00 million of approximately
HK$232.70 million aims to
be utilized by mid of 2021

* Includes expenses on professional advisory services, trading and back office system enhancement, regulatory compliance and
risk control upgrading and general administrative expenses, etc.

The net proceeds raised from the Rights Issue that have been utilized have been used according to the intentions
as previously disclosed in the Prospectus.

Change of Information of Directors
Dr. YIM Fung has resigned as an independent non-executive director of Shenzhen International Holdings Limited

(stock code: 152.HK) on 15 May 2020.

Professor CHAN Ka Keung Ceajer was appointed as a non-executive director of Trivium Holdings Limited and
an independent non-executive director of China Overseas Land & Investment Limited (stock code: 688.HK) on
5 May 2020 and 27 June 2020, respectively.

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 2020 and this interim report. The
Group's external auditor, KPMG, 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 Report

v I S s T B

8th Floor, Prince’s Building BEAPIR Tel & 3%: +852 2522 6022
10 Chater Road AT B105% Fax {8 &: +852 2845 2588
Central, Hong Kong RFARE8E

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

Introduction

We have reviewed the interim financial report set out on pages 56 to
128, which comprises the consolidated statement of financial position
of Guotai Junan International Holdings Limited (the "Company”) as
of 30 June 2020 and the related consolidated statement of profit or
loss and other comprehensive income, the consolidated statement
of changes in equity and 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” issued by the Hong Kong Institute of Certified
Public Accountants. The directors are responsible for the preparation
and presentation of this interim financial information in accordance
with Hong Kong Accounting Standard 34.

Our responsibility is to form a conclusion, based on our review, on
the interim financial report and to report our conclusion 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 Report

Scope of Review

We conducted our review in accordance with Hong Kong Standard
on Review Engagements 2410 “Review of interim financial information
performed by the independent auditor of the entity” issued by
the Hong Kong Institute of Certified Public Accountants. A review
of interim financial report 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 report as at 30 June 2020 is
not prepared, in all material respects, in accordance with Hong Kong
Accounting Standard 34, “Interim financial reporting”.

Certified Public Accountants
Hong Kong

10 August 2020
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

A 1 15 AR M FL At 2 i WA 2 AR

For the six months ended
30 June
BEXRA=+HLXMEA

2020 2019
—E_EF ZE-hF
Unaudited Unaudited
RKEBEER REEE %
Notes HK$'000 HK$'000
B 5E THT FAET
Revenue &= 4 1,797,789 2,322,035
Other income H b de A 2,963 3,393
Revenue and other income &P SR PN 1,800,752 2,325,428
Staff costs BT KA 5 (329,919) (367,551)
Commission to account executives EPFEIHES (74,574) (62,085)
Depreciation e (34,038) (30,120)
Net impairment charge RE X FERE (38,371) (512,041
Other operating expenses EMgEmY (186,767) (184,371)
Operating profit 482 T A 1,137,083 1,169,260
Finance costs & B A 6 (432,741) (437,355)
Profit before tax B B B s A 7 704,342 731,905
Income tax expense FrisfiM X 8 (95,292) (87,174)
Profit for the period HAaH 609,050 644,731
Other comprehensive income for the HAEM2EKE -
period, net of tax HERE
Items that may be reclassified HiegnsfoHzEx
subsequently to profit or loss: EORERENN
— Investments at fair value through - EBATFEFAEM
other comprehensive income THKEHKRE
(net movement in investment (HEEHRFEEB
revaluation reserve) B EEE) (1,574) —
— Exchange difference on translation — HMEFE X =
of foreign exchange (3,951) 188
Total comprehensive income for the HazEakaes
period 603,525 644,919
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

Ak o H 2 e At 2 T W 2 3%

For the six months ended

30 June
BEXA=+HLAXEAR
2020 2019
—Z-ZF —E-NF
Unaudited Unaudited
kREER REEZ
Notes HK$'000 HK$'000
M 5 TET FET
Profit for the period attributable to: BEBART :
Owners of the parent [SINCIEES DN 605,583 644,616
- Holders of ordinary shares - EBEBREBEEA 605,583 638,856
— Holders of other equity instrument -HEMmESITARBREA — 5,760
Non-controlling interests JE 15 % A = 3,467 115
609,050 644,731
Total comprehensive income for the BEAAZERREHE:
period attributable to:
Owners of the parent [SNCIETES DN 600,058 644,804
— Holders of ordinary shares - EBEBBRFAA 600,058 639,044
— Holders of other equity instruments - HEMEZTAEEEA — 5,760
Non-controlling interests I 750 A% A 25 3,467 115
603,525 644919
Earnings per share attributable to BAREEREREN
ordinary equity holders of the parent sREH
— Basic (in HK cents) — EARGABWFD 10(a) 6.77 8.35
— Diluted (in HK cents) - #58 (CUBLED 10(b) 6.76 8.33

The notes from pages 64 to 128 form part of this interim report.
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Consolidated Statement of Financial Position

fk £ B 25 IR D0 3%

As at As at
30 June 31 December
2020 2019
m— = — $ — = 7j—|-rfﬁ
ANB=+H +=ZA=+—H
Unaudited Audited
REE 4 %
Notes HK$'000 HK$'000
B 5 THET FET
Non-current assets ERDEE
Property, plant and equipment ME - - BEEZE 489,039 508,939
Goodwill and other intangible assets HAEREMBETLEE 22,386 22,386
Deferred tax assets FEEREE E 297,596 267,316
Other assets HEEE 9,497 8,526
Bank deposits RITHER 9,863 66,440
Loans and advances to customers BTREFHER K&K 1 — 947,521
Financial assets at fair value through BAFEFTAEZNSH
profit or loss BE 14 14,814,545 7,862,292
— Financial assets held for trading and -BEEELRKREN
investments EREE 5,996,309 1,594,507
- Financial products -2MEmMR 8,818,236 6,267,785
Total non-current assets nEEEHER 15,642,926 9,683,420
Current assets mEEE
Loans and advances to customers BTREFHER KRB R 1 14,986,636 10,768,381
Receivables from reverse repurchase F2 5] 100 % 195 sk JE U 3R TR
agreements 16 3,250,732 2,247913
Accounts receivable JE W 5K T8 13 7,293,192 4,151,021
Prepayments, deposits and other TERRIE - e R EAM
receivables fE W F A 190,775 269,799
Financial assets at fair value through BAFEFTAEZNDDH
profit or loss BE 14 59,628,124 51,128,906
— Financial assets held for trading and -RHEEERREN
investments EREE 24,471,833 19,286,647
— Financial products -2 RESR 35,156,291 31,842,259
Financial assets at fair value through BRATEGFAEMEE
other comprehensive income WHEHEmEE 14 108,338 —
Derivative financial instruments TESMTIA 15 455,372 155,652
Tax recoverable AT U [ 7 18 2,950 236
Client trust bank balances HEETRITES 16,872,888 11,181,982
Cash and cash equivalents Be kB EED 6,979,751 7,150,847
Total current assets mBEERS 109,768,758 87,054,737
Current liabilities nEAE
Accounts payable B 3k I8 17 (24,103,431) (14,587,372)
Other payables and accrued liabilities EmENZFIEREFBE (401,799) (584,126)
Derivative financial instruments TESMIA 15 (822,097) (149,851)
Interest bearing borrowings FrEE R 18 (17,859,566) (11,226,513)
Debt securities in issue BEITES & FH 19 (30,241,501) (25,819,688)
— At amortised cost — BN (7,451,082) (5,128,330)
— Designated at fair value through - BERAFEGTA
profit or loss TE’\ (22,790,419) (20,691,358)
Financial liabilities at fair value through B QX FEFAB TN &R
profit or loss BE 20 (6,870,221) (6,810,580)
Obligations under repurchase agreements [ 8 1% 3% &9 (& & 21 (19,678,384) (18,199,226)
Tax payable JE A B 18 (76,461) (243,323)
Total current liabilities mBAE®E (100,053,460) (77,620,679)
Net current assets mHEESRE 9,715,298 9,434,058
Total assets less current liabilities EEHERRTDAR 25,358,224 19,117,478
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fR A B R DL R
As at As at
30 June 31 December
2020 2019

/\H +E +=—A=+—H

Unaudited Audited
REE 4 %
Notes HK$'000 HK$'000
ihg=3 THET FET
Non-current liabilities ERDAR
Deferred tax liabilities ELETRIBAR (66,231) (2,429)
Interest bearing borrowings FHEE R 18 (10,469) (23,368)
Debt securities in issue BEITEBE S 19 (10,681,141) (7,679,894)
— At amortised cost — BB K A (1,548,704) (1,555,874)
- Designated at fair value through - EBERZATFEA
profit or loss 18 %= (9,132,437) (6,124,020)
(10,757,841) (7,705,691)
Net assets EEPRE 14,600,383 11,411,787
Equity BER
Share capital % 7 22 10,905,832 8,125,856
Other reserve H b (1,236,460) (1,236,460)
Currency translation reserve EBmERE (5,061) (1,110)
Share-based compensation reserves VARR 17 7% B 0 78 (8 4 18 71,879 56,089
— Share option reserve - BRERE 23 33,968 30,513
— Share award reserve — 1& 10 1% B i 1B 24 37,911 25,576
Shares held under the Share Award ERmDEEETEFEN
Scheme & 17 25 (73,058) (73,058)
Investment revaluation reserve KESHHEE (1,574) —
Retained profits 1R 88 4 # 4,819,495 4,424,607
Equity attributable to holders of the TR R RS
ordinary shares 14,481,053 11,295,924
Non-controlling interests FE 15 IR A == 119,330 115,863
Total equity Bawa 14,600,383 11,411,787

Dr. YIM Fung
R & 18+

Director

EF

The notes from pages 64 to 128 form part of this interim report.

Mr. LI Guangjie
EXREE
Director

EF

FOAZI128AMMEBR AT HREN —
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Consolidated Statement of Changes in Equity

Equity attributable to owners of the parent

BARRAABERS
Shares held Investment
Currency Share Share  under the revaluation Non-
Share  Other translation  option ~ award Share Award  Retained  reserve controlling Total
capital  reserve  reserve  reserve  reserve  Scheme profits ~ (recycling) Total  interests  equity
BERARD REEH
KRAE  BEE  ERED  HENS i FRk

Bs  AfGESE L1 i i mRH  REEN  (THE) #i #e H2ew
HKS'000  HKS'000  HK$'000  HKS'000  HKS'000  HK$'000  HKS'000  HKS'000  HK$'000  HKS'000  HKS'000
TET  TER  TER  TER  TER TER TET TR FRR TR TER

Unaudited RN
Balance at 1 January 2000 AZEZFF-A-HH
&5 8125856 (1,236,460) (11100 30,513 25,576 (73,038) 4,424,607 — 11295924 115863 11,411,787

Total comprehensive income  HR2ENEEE

for the period - - (3,951) - - — 605,583 (1,574) 600,058 3,467 603,525
Shares issued under rights ~ REAHE TR

issue (Note 22) (W22 2,779976 - - - - - - — 2719976 — 2719976
Shares repurchased (Note 22) BEERH (11:22) - - - - - - (19,854) - (19.854) - (19.854)
Recognition of equity-settled B3 sERITEMRAA

share-based payments RO (D)

(Note 5) - - - 4242 12,33 - - - 16577 - 16,577
Transfer of share option EREXIMERERE

reserve upon the G

forfeiture of share options - - - (787) - - 787 - - - -
Final dividend for 2019 HZE-NERBRE

(Note 9) (59 - - - - - — (191,628 - (191,628) - (191,628)

Balance at 30 June 2020 RZEZFERATR
0% 10,905,832 (1,236,460) (5,061) 33968 3IM (73,058) 4,819,495 (1,574) 14,481,053 119,330 14,600,383
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Consolidated Statement of Changes in Equity

Equity attributable to owners of the parent
BRARAARRGES

Shares held
Currency Share Share  under the Non-
Share Other ~translation ~ option award Share Award  Retained Other equity controlling Total
capital  reserve  reserve  reserve  reserve Scheme profits  instruments Total interests equity
ZRiH%m
EHAE BRE ROER  HiRE EfbfER R

RE EuEE i e (3 WRiy  REEA I g Bz BEEE
HKS'000  HK$000  HKS000 ~ HKS000  HKS000  HKS000  HKS'000  HKS000  HKS000  HKS'000  HKS000
TEr  TEx  TEn  TEr  TERm TEL TEL TEr  TER TER TEL

Unaudited KAEH
Balance at 1 January 2019 RAZE-nF-A-EH
&4 81258%  (1,236,460) (655) 37816 28310 (142051) 401905 350784 11182715 11,567 11,194,282
Total comprehensive income  HA2ENEEE
for the period - - 188 - - - 6388% 5760 644,804 15 644919

Recognition of equity-settled ~ BRNERF EHERHA
share-based payments ERHARNED)

(Note ) - - - 3,481 2,751 - - - 21232 - 20232
Purchase of shares held under EERRAEBEEE
the Share Award Scheme Kkt (H3E25)
(Note 25) - - - - - (4,004) - - (4,004) - (4.004)
Transfer of share option BREENAEZERE
reserve upon the forfeitre &%
of share options - - — (14069 - — 14,068 - - — -
Perpetual securities KEEF R
distribution - - - - - - - (7938) (7938) - (7938)
Perpetual securities repurchase *EZ4EM - - - - - - (12940) (309295 (322,235) — (322,23
Final dividend for 2018 FHZE-\ERERE
(Note 9) (B3t9) - — — — - — (152995) — (152995 — (152999)
Balance at 30 June 2019 RZE-NERA=TH
bt 8,125,856 (1,236,460) (467) 2209 52,121 (146,055) 4,506,044 1031 1367579 1682 1379261
The notes from pages 64 to 128 form part of this interim report. BOAT128B KM SE A A P HI 3R &5 &y —
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Condensed Consolidated Statement of Cash Flows

iUl 55 & Bl & i B3R

For the six months ended

30 June
B@EXA=+HLAREA
2020 2019
—ZE-EfF —NE
Unaudited Unaudited
FEFI REERZ
Notes HK$'000 HK$'000
BT & THET FET
Net cash used in operating activities EETODMARE SR 27 (16,871,590) (2,480,274)
Cash flows from investing activities RETHRERE
Purchases of property, plant and equipment BE#%¥ - BMERH (13,918) (68,014)
Proceeds from disposal of intangible assets ~ HEBEFEE (FEBIN 5
(other than gooduwill) FIE — 2,260
Net cash used in investing activities REEZHMARSSFH (13,918) (65,754)
Cash flows from financing activities HMATHRERE
Dividend paid to shareholders SRR A 9 (191,628) (152,995)
Proceeds from issuance of debt securities BITEKESFMSHRA 20,038,109 22,278,016
Repayment of debt securities 1@ BEKES (12,494,977) (18,342,525)
Net proceeds/(payment) of bank loans RITERF/RIE,/(BR)
S 6,583,795 (310,759)
Redemption of perpetual securities BEKER % — (322,235)
Repurchase of shares a5 (19,854) —
Perpetual securities distribution KEEFDIK — (7.938)
Proceeds from shares issued upon rights B B i 3% 1T AR 19 P15 SR 0R
issue 22 2,779,976 —
Purchase of shares held under the Share BERRMNEDTEZTED
Award Scheme & 17 24 —_ (4,004)
Principal portion of lease payments HEMRBASHD (12,640) (9,409)
Interest portion of lease payments HEMNTBHFLHBD (767) (994)
Net cash generated from MREHBAEHEEBEH
financing activities 16,682,014 3127157
Net (decrease)/increase in cash and cash ReRAGSEM(RDY)/
equivalents BmEE (203,494) 581,129
Cash and cash equivalents at beginning HOReRBREEEY
of period (excluding time deposits with (TBERIHBAEZR
original maturity more than three month) —@EANTEBHEFR) 6,953,890 4,001,198
Effect of foreign exchange rate changes, net EXEHMF EFHE (3,951) 188
Effect of impairment allowance on cash and FEEEHRELEES
cash equivalents,net BYNTEFE 254 (7)
Effect of investment revaluation reserve, net REER[HENTEFE (1,574) —
Cash and cash equivalents at end of period HMXAERALFEMN 6,745,125 4,582,508
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Condensed Consolidated Statement of Cash Flows

il s G B eRER

For the six months ended

30 June
HEXA=+HLXRER
2020 2019
—E-EEF —E-NF
Unaudited Unaudited
KEFE REEZ
Notes HK$'000 HK$'000
P 5% THET TET
Analysis of balances of cash and cash ReRBAEFERMBHER
equivalents 2
Cash and bank balances Re RRTHER 6,728,509 3,841,240
Non-pledged time deposits with original FRERIBAETR = AN
maturity of less than three months when A E B 7%
acquired 16,616 741,268
Cash and cash equivalents as stated in the HAGEHERERMIIZ
condensed consolidated statement of cash RekBReEEY
flow 6,745,125 4,582,508
Non-pledged time deposits with original FRERISAABA=FEAN
maturity more than three months when AT BT
acquired 234,626 93,539
Cash and cash equivalents as stated in REMBRRAKRAI 2
the consolidated statement of financial RekBReZEY
position 6,979,751 4,676,047
The notes from pages 64 to 128 form part of this interim report. EO4TI28E M T st Rk AR B SR &= 1y —
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Notes to the Interim Financial Report
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General information

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

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

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

This unaudited interim financial report was approved by the
board of directors (the “Board”) for issue on 10 August 2020.
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2. Basis of preparation and changes in accounting
policies

2.1

Basis of preparation

The unaudited interim financial report for the six months
ended 30 June 2020 has been prepared in accordance the
applicable disclosure provisions of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong
Kong Limited, including compliance with Hong Kong
Accounting Standard (“HKAS") 34, “Interim Financial
Reporting”, issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA").

The interim financial report has been prepared in
accordance with the same accounting policies adopted
in the 2019 annual financial statements, except for the
accounting policy changes that are expected to be
reflected in the 2020 annual financial statements. Details
of any changes in accounting policies are set out in note
2.2.

The preparation of an interim financial report in conformity
with HKAS 34 requires management to make judgements,
estimates and assumptions that affect the application of
policies and reported amounts of assets and liabilities,
income and expenses on a year to date basis. Actual
results may differ from these estimates.

This
consolidated financial
explanatory notes. The notes include an explanation
of events and transactions that are significant to an
understanding of the changes in financial position and

interim financial report contains condensed

statements and selected

performance of the group since the 2019 annual financial
statements. The condensed consolidated interim financial
statements and notes thereon do not include all of the
information required for a full set of financial statements
prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs").
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2. Basis of preparation and changes in accounting
policies (continued)

2.1

Basis of preparation (continued)

The interim financial report is unaudited, but has
been reviewed by KPMG, Public Interest Entity Auditor
registered in accordance with the Financial Reporting
Council Ordinance, 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. KPMG's
independent review report to the Board of Directors is
included on page 54 to 55.

The financial information relating to the year ended 31
December 2019 that is included in the Interim Report
2020 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 2019 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 previous auditor, Ernst & Young, 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 section 406(2), 407(2) or (3) of
the Companies Ordinance.

Certain comparative figures have been reclassified from
other operating expenses to revenue in the consolidated
statement of profit or loss and other comprehensive
income to conform to the current period’s presentation.
Management consider the reclassification gives greater
clarity.
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2. Basis of preparation and changes in accounting 2. GREERETHELDH
policies (continued) (&)

22 EBRES

2.2 Changes in accounting policies

The HKICPA has issued a number of amendments to
HKFRSs that are first effective for the current accounting
period of the Group:

Amendments to HKFRS 3 Definition of a Business

Amendment to HKFRS 16 Covid-19-Related Rent
Concessions

The Group has not applied any new standard or
interpretation that is not yet effective for the current
accounting period. Impacts of the adoption of the
amended HKFRSs are discussed below:

Amendments to HKFRS 3
Definition of a Business

The amendments clarify the definition of a business
and provide further guidance on how to determine
whether a transaction represents a business combination.
In addition, the amendments introduce an optional
“concentration test” that permits a simplified assessment
of whether an acquired set of activities and assets is an
asset rather than business acquisition, when substantially
all of the fair value of the gross assets acquired is
concentrated in a single identifiable asset or group of
similar identifiable assets.

The Group has applied the amendments prospectively to
transactions for which the acquisition date is on or after
1 January 2020.

These amendments had no impact on the consolidated
financial statements of the Group as there was no business
combination during the period.
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2. Basis of preparation and changes in accounting
policies (continued)

2.2 Changes in accounting policies (continued)

Amendment to HKFRS 16
Covid-19-Related Rent Concessions

The amendment provides a practical expedient that
allows a lessee to by-pass the need to evaluate whether
certain qualifying rent concessions occurring as a direct
consequence of the COVID-19 pandemic (“COVID-19-
related rent concessions”) are lease modifications and,
instead, account for those rent concessions as if they were
not lease modifications.

These amendments had no impact on the consolidated
financial statements of the Group as there was no COVID-
19-related rent concession obtained during the period.

3. Operating segment information

Operating segments are reported in a manner consistent with

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

to risks and returns that are different from those of the other
operating segments.

Details of each of the operating segments are as follows:

(a)

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

brokerage services to customers;

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

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

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

and derivatives; and

(f)  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.

The unaudited segment results of the Group for the six months
ended 30 June 2020 are as follows:

(d)

=

=)

re

T 300 S 5 e A B RE

o EE R (&)

EREBENBREAFRE
FRUEFERELRESFEE
mMEFPRHERAAMEES(E
RAFRBEEDER  HiER
KARITER

ERMEM  WMARRED HE
EeERAKRE  #RBUESR
EmARBEBES RHMX
SESEMETAEE MM
&

[Ht]omME2EBEHA
REHERARERS

BzENZZ(MB)H2RMAE
T3 WER B B AR T AT o

REFBHZE-_Z_ZFA=1+HIt
NEAMREEZDEEFENT

Financial
products,
market

Corporate Asset Loans and making and
Brokerage finance management financing investments Others Total
EHMER -
#rE tRmE REEE HRRME WITRER ] an
HK$'000  HK$'000 HK$'000  HK$'000 HK$'000  HK$'000  HK$'000
FHET FTERT FERT TER FET TERT TER
Segment revenue and other 7 HUE R E KA :
income:
Sales to external customers  HETFHIEP 276,450 242,779 23,935 518,275 736,350 2,963 1,800,752
Inter-segment sales Wz EHEE - - - - - - —
Total @it 276,450 242,779 23,935 518,275 736,350 2,963 1,800,752
Segment results PHEE 73,070 101,216 11,060 240,916 278,080 — 704,342
Income tax expense FEMEX (95,292)
Profit for the period B A 609,050
Other segment information: ~ Ef 5 HE#
Depreciation ik 19,812 5,411 1,992 5,123 1,700 — 34,038
Finance costs BEKK 2,483 - — 142,062 288,196 — 432,741
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3. Operating segment information (continued) 3. REHBER )
The unaudited segment results of the Group for the six months REEHZE_Z-AFXA=THIL
ended 30 June 2019 are as follows: NEAMAKEZDAEBELOT
Financial
products,
market
Corporate Asset Loans and making and
Brokerage finance management  financing investments Others Total
tRER
g8 GERE EEEE ERRRE HIRRE Hity s
HK$'000  HK$'000 HK$'000  HK$'000 HK$'000  HK$'000  HK$'000
TER FET FET FET FET FiET FHET
Segment revenue and other 7 HUE R E KA :
income:
Sales to external customers  #HETFHNER 291,667 452,559 10,215 558,649 1,008,945 3,393 2,325,428
Inter-segment sales Wz EHEE — — — — — —
Total @t 291,667 452,559 10,215 558,649 1,008,945 3,393 2,325,428
Segment results DBEE 76,007 243,700 693 (219,273) 630,778 731,905
Income tax expense FEMEX (87,174)
Profit for the period HREF 644,731
Other segment information: ~ Ef 5 HE# :
Depreciation e 14,755 5,303 1,788 6,270 2,004 30,120
Finance costs BEKA 2,34 — — 128,282 306,732 437,355
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4. Revenue 4. Wz
The Group's revenue is disaggregated as follows: RAEENWZESWT :

For the six months ended

30 June
BEXNA=+HLXEA
2020 2019
—E-EH —E-NF
Unaudited Unaudited
REF RIEEZ
HK$'000 HK$'000
FTHET FHET
Revenue from contracts with customers KB EEF &K B
Brokerage: T
Securities 7 3 230,566 251,987
Futures and options e & ERE 17,684 8,335
Handling income FEBWRA 23,969 27,372
Leveraged foreign exchange ERHMNE 1,158 729
Insurance I k 3,073 3,244
______________ 276,450 291,667
Corporate finance: PERE:
Placing, underwriting and sub- fle&E  AEEDAEAE
underwriting commission
— Debt securities - BERES 204,764 324,536
- Equity securities - BRARFE 20,545 92,778
Consultancy and financial advisory fee BEREEBESZAELA
income 17,470 35,245
242,779 452,559
Asset management: EEER:
Management fee income EREWA 7,432 10,111
Performance fee income REBWA 16,503 104
______________ 23,935 10,215
Financial products: TREm:
Net income on structured financial EHT e EmMBAFE
products 223,390 268,452
223,390 268,452
Revenue from other sources VY= % Y-k
Loans and financing: ERRRE
Interest and handling income from EFREHFITRENT SR
customers and counterparty FEEBERA
financing 350,252 362,275
Interest income from banks and others R 1T S B A F B M A 168,023 196,374

518,275 558,649
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4. Revenue (continued)

4.

U 2= (&)

For the six months ended

30 June
BEXA=+HLEXERA
2020 2019
—E-EH —Z-NF
Unaudited Unaudited
kiBER RICEZ
HK$'000 HK$'000
FET F#& T
Market making and investments: HmRiRE :
Net trading gain and interest income BEBEFZXI W m FER
on debt securities B A
— Listed securities - FTEH 267,281 515,317
- Unlisted securities - ELmESH 132,313 64,580
Trading loss on exchange traded funds REMRGEERFHERE — (263)
Trading (loss)/gain on equity securities BAZBSFZS (BR),Ma (2,397) 12,616
Trading loss on unconsolidated FEaMREEGRSER
investment funds (104,757) (54,271)
Net gain on foreign exchange HINEE U 5 F BB 25,432 24,501
Net gain on financial assets at fair value BRATEFABZNSE
through profit or loss BEMKRZFE 350 13,640
Net gain on fixed income securities BrEWmzEHFHRS FEE 194,949 199,580
Dividend income A% B Uk A 4,069 6,006
Trading gain attributable to third-party MAGHREESNE=7
interests in consolidated investment T w= BRI S W &=
funds (4,280) (41,213)
512,960 740,493
1,797,789 2,322,035
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BIRA

For the six months ended
30 June
BEXRA=+HLXMEA

2020 2019
—E-EF —T—hF
Unaudited Unaudited
KIEER REEZ
HK$'000 HK$'000
THT FAT
Staff costs (including directors’ ETIRA(BRREEENS) :
remuneration):
Salaries, bonuses and allowances e B4 MR 307,834 335,576
Share-based compensation expenses At AERMERS
— Share option scheme (note 23) - B EEr 8 (M:E23) 4,242 3,481
— Share Award Scheme (note 24) - & n iEE A&
(Bt 5E24) 12,335 23,751
Pension scheme contributions BIKE EHEI 5,508 4,743
329,919 367,551
Finance costs il & B A

For the six months ended
30 June
BERA=1THLXMEA

2020 2019

—EEF —T-NF

Unaudited Unaudited

kEE RIGE R

HK$'000 HK$'000

FET T T

Bank borrowings and overdrafts RITERREX 181,570 166,993

Debt securities in issue BEITERKE S 117,147 122,557

Securities borrowing and lending EHEE 1,514 3,493
Financial liabilities at fair value through RATFEAAERN

profit or loss TREE

— Short selling of debt securities - BEEBES 36,704 42,286

Repurchase agreements 6] % 1 o% 94,802 87,839

Lease liabilities HEARE 767 994

Others H A 237 13,193

432,741 437,355
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7. Profit before tax 7. BB A=A
The Group's profit before tax is arrived at after charging/ AN ER B B R B AT ) Ty A F00R (BT
(crediting): AU EIREES T :
For the six months ended
30 June
8EZAXA=+HLLAXMEA
2020 2019
—E_EF ZE-NF
Unaudited Unaudited
RKEBEER NI E =%
HK$'000 HK$'000
THET FAT
Professional and consultancy fees EERERE 37,827 40,229
Information service expense ARG X 20,053 15,684
Repairs and maintenance (including wiehad(BERRER)
system maintenance) 30,161 26,068
Marketing, advertising and promotion MHEHE BEMREEMX
expenses 4,717 4,007
Foreign exchange difference, net HINDEE JF = 2R (27,515) 13,675
Other commission expenses HEEEMT 16,967 13,822
Net impairment charge on loans and BTEPERRBIREH
advances to customers F R 31,523 499,988
Net impairment charge on accounts & MR TR R (B 2 O R
receivable 3,167 12,697
Net impairment charge/(reversal) on other  Hfith & @& E Rk E ZURERE
financial assets and loan commitments T (EEE)FE 3,681 (644)
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Income tax expense
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FiEHAx

For the six months ended

30 June

8EXA=+HILLAXMEA
2020 2019
—E-EHF —ZT-NEF
Unaudited Unaudited
RKBER REEZ
HK$'000 HK$'000
THET FH& T

Current, Hong Kong B — &%

— Charge for the period - B 61,770 85,777
Deferred taxation iR 3 7 18 33,522 1,397
Total tax charge for the period HAMIBER AR 95,292 87,174

Hong Kong profits tax has been provided at the rate of 16.5%
(2019: 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$325,652,000 or HK$0.034 per ordinary share (2019:
HK$321,290,000 or HK$0.042 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$1,254,000 (2019: HK$2,768,000) for the six
months ended 30 June 2020. 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 2019 on 20
March 2020 and paid the final dividend of approximately
HK$191,628,000 on 15 June 2020, as further adjusted to exclude
the dividend for shares bought back by the Company before
the ex-dividend date 27 May 2020 amounting to HK$332,480.

BAENSHRIAPAETEELEDN
M ET B ARBUE ML R F16.5% (= F
—NF 16.5%) B -

BEPH RERE

EXeCORBE_ZT_ZFRX
A=+B1IEXEAE K+ H K
B #1325,652,0008 T 3 & K &
B R0.034%8 T(=Z & — 1 F:
321,290,000% 7T sk & & & @ X
0.0427% 7T) - It B R B 1R 1B & 12 7]
B EBFEFEROORE R
2 491,254,000/ T (=& — L F -
2,768,000/ L) 1ERFE - FHEHH
BREIREOTHREEHRNRE
HIRERREZD YK E R A R®E

ZoE—TAEE o
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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 2020 is based on the profit attributable to
ordinary equity holders of the parent of HK$605,583,000
(2019: HK$638,856,000) and the weighted average number
of ordinary shares in issue less shares held under the
Company’s Share Award Scheme of 8,951,074,000 (2019:
7,651,007,000) 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.
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Hh 3] B 5 R A B R
10. Earnings per share attributable to ordinary 10. BAREBRBRRELER
equity holders of the parent (continued) BA#)
(b) Diluted earnings per share (continued) (b) EREBERF &)
The calculation of diluted earnings per share is as follows: GREERNAENT

For the six months ended

30 June
B@EANA=+HLKER
2020 2019
—T_TH§ —T-NF
Unaudited Unaudited
kBER RIEEZ
HK$'000 HK$'000
FTET FE T
Profit attributable to ordinary equity B A7 E AR R R E AL =
holders of the parent (in HK$'000) A (AT & T ah) 605,583 638,856
Weighted average number of ordinary FARFESRERRFIH
shares in issue less shares held for BT AR I TS
the Share Award Scheme used in the BOR IR B Ap B B &t & 45
basic earnings per share calculation B R CATFED
(in "000) 8,951,074 7,651,007
Effect of dilution — weighted average  ##E % 2& — L@ W&
number of ordinary shares: FIE:
Share options under the share REACRE ST BITH T B 8 IR
option scheme (in ‘000) (AF 3D 1,753 6,238
Awarded shares under the Share i 0 22 Bh 5T &I IE T B 22 )
Award Scheme (in ‘000) Bt (AT &) 10,229 9,423
Number of ordinary shares for the AESREERNME W
purpose of diluted earnings per LmiR 88 (CAF3ED)
share calculation (in ‘000) 8,963,056 7,666,668
Diluted earnings per share GREFEF (CABET)

(in HK cents) 6.76 8.33
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11. Loans and advances to customers

M. BFEFNERKEZX

As at As at
30 June 31 December
2020 2019

R-ZEZEF R-ZT—hF
ANB=+H +-—B=+—H

Unaudited Audited
REER Fi=
HK$'000 HK$'000
THET FA&T

Non-current IE 7 &
Term loans to customers BYEFNTEHER — 948,000
Less: impairment R A — (479)
_____________ — 947,521

Current mE

Margin loans HFREX 13,483,817 11,719,143
Term loans to customers BKTEFHTETHER 1,394,872 532,480
IPO loans HRARABEEER 1,623,191 —
Less: impairment W RLE (1,515,244) (1,483,242)
_____________ 14,986,636 10,768,381
14,986,636 11,715,902

Loans and advances are categorised into excellent, good, fair
and individually impaired. Excellent refers to exposures which
margin obligations are consistently met and the payment of
principal and interest is not in doubt, collaterals provided are
highly liquid and of good quality. Good refers to exposures
which principal and interest are fully secured but collaterals
provided are at a relatively lower quality where shortfall may be
recorded when there is a significant drop in collateral value. Fair
refers to exposures which principal and interest are fully secured
but the quality of the collateral is deteriorating, shortfall would
be expected when the collateral value continued to deteriorate.
Individually impaired refers to exposures which loss, partial or
full, has incurred and with insufficient collateral.

ERRBROBERES B &
BRERRE EFEEBETH
REERAS MM SNRL BRI
ER#HMWEFRZAERRABERER
HmEMER - RrERSMNAE
EHREEAFERHENEAFREEM
HEUR - B mEE AR N ERE A
EEGRENRR - EBREASHN
ME2HERAEERAREELR
gz BEEMREEFETKEAD
BEREMNER - B RERSE
AR RBEEERLERRIEMS
MR -
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Loans and advances to customers (continued)

Analysis of the gross carrying amount as at 30 June 2020/31
December 2019 by the Group's internal credit rating and period
end/year end classification:

T 300 S 5 e A B RE

M. BFEFNERKZ2R@E)

BRAEBANSEETILARYE FX
APEHR-_ZT_TFA=1+R =
T-hE+-_A=Z+-—BNEERE
DT

Lifetime ECL Lifetime

12-months  not credit- ECL credit-
ECL impaired impaired Total
K EHEEE CHEHEEE
Unaudited RIEERZ +T-ERRY ®H2EFE s2EFES
As at 30 June 2020 R-Z_ZEXRA=TH FERX BEERX BEERX st
(Stage 1) (Stage 2) (Stage 3)
(E—-BE) (E-BR) (£ZEEF)
HK$'000 HK$'000 HK$'000 HK$'000
Internal rating grade A ESFEAR TET TERT T#ERT TERT
Performing B #F
Excellent B% 13,698,737 — — 13,698,737
Good 1 4f 729,605 — — 729,605
Fair il — — — —
Non-performing R
Individually impaired 18 B R & — — 2,073,538 2,073,538
14,428,342 — 2,073,538 16,501,880
Lifetime ECL Lifetime
12-months  not credit-  ECL credit-
ECL impaired impaired Total
AEERE CBEERE
Audited KERZ +ZEAESE mME2HEH O2HES
As at 31 December 2019 R-E—-nE+=ZRA=+-—H EEEX EEBX EEBX it
(Stage 1) (Stage 2) (Stage 3)
(F—BERE) (E-ER) (F=ZBER)
HK$'000 HK$'000 HK$'000 HK$'000
Internal rating grade A BT 4% FTET Tt TET TET
Performing BR¥
Excellent B% 10,413,958 — — 10,413,958
Good 18 47 — — — —
Fair il 715,272 — — 715,272
Non-performing R
Individually impaired (ERINERE] — — 2,070,393 2,070,393

11,129,230

— 2,070,393 13,199,623
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11. Loans and advances to customers (continued) M. HTFTEFNERKRERE)
Analysis of the gross carrying amount and the corresponding MEMBEREEREREEBAESE
ECL allowance is as follows: DT
Lifetime ECL Lifetime
12-months  not credit- ECL credit-
ECL impaired impaired Total
AEHERE CHEEHE
+TERAFRY ®R2HFY ®H2UFY
BER% BEEE% BER% -
Unaudited Unaudited Unaudited Unaudited
FEEE FEEE FEEE FEEE
HK$'000 HK$'000 HK$'000 HK$'000
THT THET TET TET
Gross carrying amount as at R-ZZE_ZF—-A—-0H
1 January 2020 BERHE 11,129,230 — 2,070,393 13,199,623
New assets originated, EEL BEEEHEEZY
purchased or transferred WEE 5,648,178 — 9,786 5,657,964
Assets derecognised or repaid BRIIERAEEENEE (2,349,066) — (6,641) (2,355,707)
Amount written off during the BAKKEEE
period — — — —
Gross carrying amount as at RIBZZFRA=THEN
30 June 2020 BT A 14,428,342 — 2,073,538 16,501,880
Lifetime ECL Lifetime
12-months  not credit-  ECL credit-
ECL impaired impaired Total
AEERE EBEERE
+ZEAESH ME2HEH N2HESH
EEBX EEBX FERX i
Audited Audited Audited Audited
LEZ TE % REZ TE
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET
Gross carrying amount as at RZE-NF-A—HH
1 January 2019 BERHE 11,695,838 — 1,154,703 12,850,541
Acquisition of a subsidiary W — KB AR 49,379 — — 49 379
New assets originated, EEL ERESEEZY
purchased or transferred MEE 5,080,313 — 22,195 5,102,508
Assets derecognised or repaid BERIIERAEEENEE (4,728,502) — (74,303)  (4,802,805)
Transfer from stage 1to stage 3 HE-—REERZE-BE (967,798) — 967,798 —
Gross carrying amount as at RZEB-NE+ZA=+—H
31 December 2019 B EE 11,129,230 — 2070393 13,199,623
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11. Loans and advances to customers (continued) M. HTFTEFNERKERE)
The movements in the expected credit loss ("ECL") impairment BKTREFPHERMBZNEHREE
allowance on loans and advances to customers are as follows: BR(BEHEERBXDRERGBE
BT
Lifetime ECL Lifetime
12-months  not credit- ECL credit-
ECL impaired impaired Total
RERBE CEERE
+-EAEY ®B2UMFEY BH2UEY
BER% BEER% EHER% it
Unaudited Unaudited Unaudited Unaudited
REEE FEEE REEE REEE
HK$'000 HK$’'000 HK$'000 HK$'000
FTHET FTET FTET FTET
As at 1 January 2020 R-ZE-_ZTF—A—H (7,193) —  (1,476,528) (1,483,721)
New assets originated or BEAKERENTEE
purchased (812) — (1) (813)
Assets derecognised or repaid ~ BRILERXEEENEE 46 — — 46
Changes of risk parameters EBR2EHES 3,028 — (33,784) (30,756)
Transfer from stage 1 to stage 3 HE-—RBEBEE=[KE — — - —
Changes arising from transfer of ~BHERFELNEFH
stage —_ —_ _ —_
As at 30 June 2020 RZEZZF A=1H (4,931) — (1,510,313)  (1,515,244)
Lifetime ECL Lifetime
12-months  not credit-  ECL credit-
ECL impaired impaired Total
KEERE BEERE
+-EARESH M2HEH MN2HED
EEBX EEBX FERX it
Audited Audited Audited Audited
TE TEZ TEZ KE%
HK$'000 HK$'000 HK$'000 HK$'000
FET FTHT FET FET
As at 1 January 2019 RZZE—-hE—H—H (13,316) — (561,850) (575,166)
Acquisition of a subsidiary Wfg — KB A A (25) — — (25)
New assets originated or PELAKEEENTEE
purchased (159) — — (159)
Assets derecognised or repaid ~ BERILERHCEENEE 437 — — 437
Changes to risk parameters EB2EES 1,598 — (308,543) (306,945)
Transfer from stage 1to stage 3 HAE—REERZE-RE 4,272 — (4,272) —
Changes arising from transfer of EBEERELNEH
stage — — (601,863) (601,863)
As at 31 December 2019 RZE-NF+ZA=+—H (7,193) — (1,476,528) (1,483,721)
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1.

Loans and advances to customers (continued)

The Group has pre-defined loss rate of each loan’s category.
The loss rates are referenced to the default rate for performing
and non-performing grades from external rating agencies. As
at 30 June 2020, the average loss rate for 12-month ECL and
lifetime ECL was 0.03% (31 December 2019: 0.06%) and 72.84%
(31 December 2019: 71.32%) 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 2020,
the total value of securities pledged as collateral in respect
of the margin loans was approximately HK$36,982 million (31
December 2019: HK$33,519 million) based on the market value
of the securities as at the end of the reporting period.

1.

MTEFNERRBR®E

AEERSBEERENRBEETEE
BE - BEEZ2ZILTREBLER
FRTAERABFENENE - RZF
—TFEXNA=1+A T-@AEBEHE
BERARZHEHEEBANTEY
EBEEERSRIA0.03% (ZZ— &+
“AB=1t—8:0.06%)%72.84% (=
ZT-NEF+_A=+—H:71.32%) -
FREEEK

AEEREFRSABFREFRA
T UEFPNBHERAKFRER -
BEREPNGEREEEENUNERPH
HBEEShMBEEERQOER
MEEAEE - AEEBRHEKRE
ERBZXEBEBRFSREES  BEE
kEBERIPIEEREERR

BEEFREFRNIEECERBESE
R 2EBLHEBENETE - T
EREE - FREEXNEDESRE
AFERE - ARARRESERE
ERAREREBHEL - RO
WAEREBINEE  WHEHRE
RO - BTHFREFPHNEERE
BB Ty AR IR AN B B A A K IR R 5 BG
MAEEE R_E_TFXA=+
B EREHANEBLSEMENE &
AFREFEFRAONERAITHA
BHEIGIB2EEETL(ZE—NF
+—-A=+—H:33,519B8H8T) °
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Loans and advances to customers (continued) M. KTFTEFNERREBR®
Term loans to customers HRTEFHNEHERN
The Group also provides term loans to customers. In FEBTEMEFRHETFHER - K
determining the interest rates, reference is made to the EENXE 22ZHBEFPNE
credit standing of the relevant customers and the quality BERAARAEMROEFRERR
and value of the collateral pledged. The term loans granted BE RZZE_ZTFRA=ZTHK
to customers amounted to HK$1,352,695,000 (31 December FEFHEHEKA352,695000
2019: HK$1,444,038,000), and the accrued interest amounted B ZE—NF+—_A=+—8:
to HK$42,177,000 (31 December 2019: HK$36,442,000) as at 30 1,444,038,0005% 7T) ' JFE=t Fl B A
June 2020. 421770008 (ZE—hEFE+-_A=
+—H:36,442,000% 7T) °
IPO loans BRAHEBREER
IPO loans are advances to customers for subscription of new BRARBEESERTIGETEP AR
shares which are normally settled within one week from the BHROBNER  BHER—KBER
draw-down date. Forced liquidation action would be taken if BAME—EEMRNEN - MEPK
the customers fail to settle their shortfall within specific period ERBERARAEEDRERLMIE
of tolerance after the IPO allotment result is announced. REEERMALNZEHS - A
ClERBEERTA -
Loans to directors 12. A FTESHNER
Loans to directors, disclosed pursuant to section 383(1) RIBEEERTEHIE383(N) () & KA
(d) of the Hong Kong Companies Ordinance and Part 3 of R(BRBEESNmER BOIE3IMBR
the Companies (Disclosure of Information about Benefits of ECRTEEMEREZRNOT:
Directors) Regulation, are as follows:
Maximum At Maximum
amount 31 December amount
At outstanding 2019 and  outstanding At
30 June  during the 1 January  during the 1 January
Name 2020 period 2020 prior year 2019  Collateral held
RZE—-1E
+ZRA=+-H
R-B-ZF HARE R-Z-ZF EEARE R-Z-NE
£ AA=tH KHELH —-A-H AEESH —A—B HEEHE
Unaudited Unaudited Audited Audited Audited
FHEEE FHEEE HER BER BERZ
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET TET FiET FET THT
Mr. LI Guangjie — 7,242 — 5,529 —  Marketable securities
FRANGHE BEES
Mr. WONG Tung Ching — 3,029 — 993 253 Marketable securities
FLERE BEES
Ms. QI Haiying — 6,153 — — —  Marketable securities
WERERLZT BEES

The loans granted to directors bear interest range from Hong
Kong dollar prime rate +/-3% per annum depending on risk
assessment on collateral received and the facilities were
granted to the directors for a period of 3 years ending on 31
December 2020.

RYEENERDNEBELRERF
=N/ BEF3I%E - STFYHE R
KHEMOERRIENE METES
CERRMEAN=FRE_T_TF
+=Z—A=+—H1t-
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13. Accounts receivable 13. B RIE
The carrying values of accounts receivable arising from the RNEE X BIE AT E & H B YR
course of business of the Group are as follows: BEREEWNT :
As at As at
30 June 31 December
2020 2019

R-B-BFE R-TN%F
ARZ+E t-A=t-H

Unaudited Audited
RKEBEER KEZ
HK$'000 HK$'000
THET FAT
Accounts receivable arising from 440 ST e W SR IE
brokerage
— cash and custodian clients -BekiTEERF 45,813 40,374
— the Stock Exchange and other — B A2 PR R EoAth 45 PR
clearing houses 3,353,682 1,366,064
— brokers and dealers - RBEERHE 3,428,416 2,371,854
Accounts receivable arising from IR B 4% 42 BR 75 7 W 3% 3R
insurance brokerage services
— cash and custodian clients -BekAEREF 5 114
Accounts receivable arising from BHBEEBREW A
securities borrowing and lending
— brokers and dealers - RBERRHE 274,272 72,889
Accounts receivable arising from TrERE BEEERE -
corporate finance, asset management, SREM - MMk
financial products, market making and & ¥ EWRRTE
investments
— corporate clients, investment funds -TERF REES®
and others M HAb 201,745 307,300
7,303,933 4,158,595
Less: impairment B ORLE (10,741) (7,574)

7,293,192 4,151,021
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13. Accounts receivable (continued) 13. EWRIE &)
The movements in the impairment allowance on accounts FE WK IE R B B EE BT
receivable are as follows:
2020 2019
—E-THF —E-NF
Unaudited Audited
FEER 482 %
HK$'000 HK$'000
THERT FHET
At 1 January Hn—A—H 7,574 5,625
Impairment charged to profit or loss HARET A & R E
during the period 3,690 5,579
Impairment reversed during the period AR EEE (523) (3,630)
At 30 June 2020/31 December 2019 R-ZZT_ZFTFXA=+RH/
—Z—-AF+-_A=+—H 10,741 7,574
The detailed analysis of accounts receivable arising from the RNEE T REPATE & 8B YBK
course of business of the Group are as follows: B FBI T :
30 June 2020 (unaudited) —E_ESEXAZTH(XEER)
Accounts Accounts
receivable receivable
Accounts  from the from
receivable Stock  Accounts corporate  Accounts
from  Exchange receivable clients, receivable
cash and and other from investment from
custodian clearing brokers and  funds and  insurance
clients houses dealers others brokerage Total
BXMAR LEEFR
FeRitE HMUGEHEM CLRXAE BREESR FEER
EREKRE Bl &R BlRHRE EttERFER Bl HRER #5t

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000  HK$'000
TERT TER TER FTERT FTET FTET

Gross carrying amount HIREE 45,813 3,353,682 3,702,688 201,745 5 7,303,933
Less: impairment AR E
- Stage 1 -F-BE (23) (1,445) (4,723) N/AFEHR — (6,191)
- Stage 2 24 (1) - — N/AFEHR — 1
- Stage 3 - BZME (335) — — N/AFER — (335)
- Simplified approach - 5% N/AFER N/AFER N/ATER (4,214) N/AT&ER (4,214)

45,454 3,352,237 3,697,965 197,531 5 7,293,192
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13. Accounts receivable (continued) 13. BEWRKIE#)
31 December 2019 (audited) —hWE+ZRA=+—H(#EFEK)
Accounts Accounts
receivable receivable
Accounts from the from
receivable Stock  Accounts  corporate  Accounts
from  Exchange receivable clients,  receivable
cash and  and other from investment from
custodian clearing brokers and  funds and insurance
clients houses dealers others  brokerage Total
Bt 2 BT 2 TrERR
ReRTE Ho#Em SERRHE BREEER RRER
BPEWRIE WK IE BWHIE HibEksE & W 5778 @Et
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHT FHT FHT FHT FET FET
Gross carrying amount WIEEE 40,374 1,366,064 2,444,743 307,300 14 4,158,595
Less: impairment AR E
- Stage 1 -F-BE (20) (668) (2126) N/AT#EH — (2,814)
- Stage 2 -EBR — - — N/ATEH — —
- Stage 3 -F=RE& (183) — — N/ATER — (183)
- Simplified approach - 5% N/AT@ER NATER NAT@ER (4,577) N/ATE R (4,577)
40,171 1,365,396 2,442,617 302,723 14 4,151,021
(@) Accounts receivable from cash and custodian (@) BRERAEEFERFEE
clients
Accounts receivable from cash and custodian clients ReREBEREPHERKE

represent unsettled client trades on
exchanges transacted on the last two

various securities
to three business

days prior to the end of the reporting date. When the
cash and custodian clients fail to settle on the settlement

date, the Group has the rights to force-sell the collateral

underlying the securities transactions. The collaterals held

against these receivables are publicly traded securities.
The impairment is made after taking into consideration
the recoverability from the collateral. 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.

EREREARER ZATN R
BRI =@ THEARETRE
HFRGMETHOREERTPR
e —BRENFATETL KB
REFZHENRE  A&EEHA
RN EERSZZHENK
ﬁ%°ﬁﬂa#ﬁW%E%ﬁ
MR RS ARAR °
ﬁE%Fﬁ#m%TW@%&
FH - BEEZRA ARNZERE
WHRIERSMLE Rk DT~ E
mORFEIMEE - MARWEEM
Rl D AT o



13. Accounts receivable (continued)

(a)
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Accounts receivable from cash and custodian

clients (continued)

Analysis of the gross carrying amount and the
corresponding ECL allowance of accounts receivable from

cash and custodian clients are as follows:

o 30 S 285 e o B

13. BB RE#)

(@ RERAERFEWRFIEA
(%)

RehtEREPHEKFEAEZ
BEmEMEERBRERRX
BEOTOT

Lifetime ECL Lifetime

12-months  not credit-  ECL credit-
ECL impaired impaired Total
KEHAE CREEAE
TZEARYE WHERHEHE  HR2UEH
HEEE% HEEER% EER% ot
(Stage 1) (Stage 2) (Stage 3)
(B1EE) (B2lEE) (E3EE)
HK$'000 HK$'000 HK$'000 HK$'000
TET FER FET TET
Gross carrying amount as at ~ RZZE—AF—A—HHK
1 January 2019 BEEE 21,809 11,514 180 33,503
New assets originated, BEEL BRENHEER
purchased or assets BHEENEE
transferred 40,153 — 44 40,197
Assets derecognised or repaid BEUIBRIBEENEE (21,809) (11,514) ?3) (33,326)
Gross carrying amount as at ~ RZE—-AF+ZA=+—H
31 December 2019 and BRZZE_ZE-A—-HH
as at 1 January 2020 BEEE 40,153 — 221 40,374
New assets originated, BEEL CRENHEER
purchased or assets BEEZRNEE
transferred 25,433 3 115 25,551
Assets derecognised or repaid BRIFERAEEENEE (20112) — — (20,112)
Gross carrying amount as at ~ RZZE_ZTFA=THH
30 June 2020 LREAE 45,474 3 336 45,813
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13. Accounts receivable (continued)

(@) Accounts receivable from cash and custodian
clients (continued)

The movements in the ECL allowance of accounts
receivable of cash and custodian clients on are as follows:

13. BB RE#)

(a)

BeRATERFRERWUKE
(%)

Re REEEFPHEKRIADN
EHEERLXEBEEH I
T

Lifetime ECL Lifetime

12-months  not credit- ECL credit-
ECL impaired impaired Total
AEHERE CHEERE
+ZEAFY WE2HFEY H20FY
EER% FERX EERX it
(Stage 1) (Stage 2) (Stage 3)
(B1ER) (B2 8) (BIEE)
HK$'000 HK$'000 HK$'000 HK$'000
TET FHET FET TET
ECL allowance as at RZE-NF—A—HBH
1 January 2019 BHEEBLARE (11 (3,109 (133) (3,253)
New assets originated or EELACBENHEE
purchased (20) — — (20)
Assets derecognised or repaid BHEULBRICEENEE 12 2979 3 2,994
Changes to risk parameters ~ ER 2 ## — — (34) (34)
Transfer of stages BRREE (129) 130 (1) —
Changes arising from transfer #BREEMELENE
of stage 128 — (18) 10
ECL allowance as at RZE-NF+ZA=+-H
31 December 2019 and kZE-ZF—-R—HM
1 January 2020 BHEEBLRE (20) — (183) (203)
New assets originated or EELFERENTEE
purchased (13) 1) (152) (166)
Assets derecognised or repaid BRIFERAEEENEE 10 — — 10
ECL allowance as at RZZE_ZFRA=THM
30 June 2020 EHEEBRARE (23) 1 (335) (359)
(b) Accounts receivable from the Stock Exchange, (b) BEXRFT - &£EFT - BERR

clearing houses, brokers and dealers:

For accounts receivable from the Stock Exchange and
other clearing houses, brokers and dealers, and insurance
brokerage, 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. None of the transfer of impairment to different
stages were made during the period ended 30 June 2020
and for the year ended 2019.

ZENEWFRE:

HRBRPAREMEREN &
HRZZEARRE & LR E
WHIE EER/ - BRZF
FEURIAR L E - BREE DT T
SHREIIEE BAREE
MR - RBE_T_-F
FRA=ZTHRLHEREEC
T-NFLEFE BEKRE
BWHEETREE -
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13. Accounts receivable (continued)

(c)

Accounts receivable from corporate clients and
investment funds

Accounts receivable from corporate clients and investment
funds are arising from asset management, corporate
finance, investment holding and market making which
have not yet been settled by clients. The credit rating and
reputation of the trade counterparties were considered as
sound for the past due accounts receivable from corporate
clients and investment funds.

ECL on accounts receivable from corporate clients
and investment funds arising from asset management,
corporate finance, investment holding and market making
are calculated using a provision matrix under simplified
approach. The provision rates are based on days past due
for groupings of various customer segments with similar
loss patterns (i.e., by geographical region, services type,
customer type and rating, and coverage by letters of
credit or other forms of credit insurance). The calculation
reflects the probability-weighted outcome, the time value
of money and reasonable and supportable information
that is available at the reporting date about past events,
current conditions and forecasts of future economic
conditions. Generally, accounts receivable are written off
if past due for more than one year and are not subject to
enforcement activity.

T 300 S 5 e A B RE

13. BB RE#)

(c)

TEEFRREESHER

M

EERAGNNEEERPRE
BESWERFBRELEEE
B DERE  REERK
MhH - HREXEFEFARER
EMEBAMBKRRIE  XHY
FINEEFELRBERER
RRE °

CEEFPREEESMHERKR
HELBEEERE DBE®
B REER R TR
EEBRRDEHZAERER
BEEE BEXLDERKR
B L 1848 =X (B o 32 (& 55
RIS - FP B MAFE -
NEEREEEREREMP
ANEERR) ZEETF D H
ETHHZBARREEGE - Z
AERMREBERMELAR 28
ZEEEBEEARRBESEN
RO Ko R R OB R R TR
BzHERMAESHNAER
XEHMHER - —RME - M
WokTE B — S A £ - RIHRSHE
FEW SRR - 3 BT X R B AT
RBFTRR -
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13. Accounts receivable (continued)

(c)

Accounts receivable from corporate clients and
investment funds (continued)

Set out below is the ageing analysis of relevant accounts
receivable at the date of consolidated statement of
financial position based on past due date and the
information about the credit risk exposure on the Group's

accounts receivable using a provision matrix:

13. BB RE#)

(c)

TEEFRREESHER
I (#E)

UTRREAMBHRAKRAH
R %8 HI A B AR B FE M IR Y
SRR (ERBEEEREE
MEBASBERKFBEZEER

[ B & HY

Gross
carrying
amount ECL Total
R_B_EF
As at 30 June 2020 NB=+H FHGEH
(unaudited) (REFK) #EmEE B et
HK$'000 HK$'000 HK$'000
FTET FTET FTET
Not past due 8] 7K 180 Bf 172,508 (25) 172,483
Past due less than 1 month wE—E B A 12,401 (74) 12,327
Past due between 1 to mE—=={EA
3 months 6,153 (1,230) 4,923
Past due over 3 months BE=EAMU L 10,683 (2,885) 7,798
Total @5t 201,745 (4,214) 197,531
Gross
carrying
amount ECL Total
W-ZE—h&
As at 31 December 2019 +=ZB=+—8H EHEE
(audited) (HEFK) BEREE =ES 5t
HK$'000 HK$'000 HK$'000
FET FET FET
Not past due %) 7% 180 2R 283,522 (42) 283,480
Past due less than 1 month wE— @ AR 3,968 (24) 3,944
Past due between 1 to wmE—==EA
3 months 12,024 (2,409) 9,615
Past due over 3 months WE=EAMNU L 7,786 (2,102) 5,684
Total Bt 307,300 (4,577) 302,723
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14. BRAFEFENESREE

14. Financial assets at fair value

As at As at
30 June 31 December
2020 2019
RIEBZEE RZZT—hF
ANB=+H +-—A=+—H”
Unaudited Audited
RKBER KEZ
HK$'000 HK$'000
THT FAET
Non-current FE 7 &
Financial assets held for investments BIERENSREE
— Unlisted fixed income securities —FLETMEBETEREEF 5,800,601 1,594,507
— Unlisted convertible securities — FEET AR B 195,708 —
Financial assets at fair value through profit ZAFEFAEZNESHEE
or loss
— Financial products (Note (b)) - @@ E m (M5 (b)) 8,818,236 6,267,785
14,814,545 7,862,292
Current &
Financial assets held for trading REEENESREE
— Listed equity securities - FTRARE H 1,249,702 710,798
— Listed debt securities - FTEKES 18,472,510 14,065,739
— Unlisted debt securities - FELETEBEES 2,926,110 2,493,982
Financial assets at fair value through profit ZRAFEFABZNESREE
or loss
— Listed fund investments - EEEE —_ 2,783
— Unlisted fund investments (Note (a)) - JELEWESEE (K E@) 1,718,095 1,758,316
- Unlisted convertible promissory debt — Pk i AT AR R E 1S
instruments I A — 4,298
— Other financial instruments - Hihe g T A 105,416 250,731
— Financial products (Note (b)) - &/ E m (i) 35,156,291 31,842,259
59,628,124 51,128,906
Total financial assets at fair value through EZAFEFABZHNEREE
profit or loss 48 K8 74,442,669 58,991,198
Current mE
Financial assets held for investment BIERENEREE
— Unlisted debt securities - FELETMEBES 108,338 —
Total financial assets at fair value through RAFEFAEMEAERTEN
other comprehensive income TRMEEMTE 108,338 —
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14. Financial assets at fair value (continued)

(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.

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 2020,
cash collateral of HK$358.7 million (31 December 2019: HK$402.5
million) and securities collateral of HK$567 million (31 December 2019:
HK$327.8 million) were placed to the counterparties.

Financial assets, are categorised as “financial products”, when
it is 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.

14. BAFEFENEREE

(&)
(a)

AEBERERFEAHEREESNE
BEREBERRERA - REBL
BREAKERED  EEAEEAINZ
REESHEE®  BLEEFR
RENEARERE - ERAEEER

BaEmmi EEAREERN
REANBERNRERE  ZSREDH
REAFEFAEZHNEREE -

AEERENSHERBRE ETRA
BE LWEBRE FLTESR
B FLEmERABRERTETA - R
“ECRERNAZTE FHRRRS
HFNWRESERR/ITBEEBT(Z
E-NF+ZA=+—H:40258%
BrIRBEFEB/SIEEET(Z
E-NF+-A=+—H:32788B8
BIL)

TREERBEAEEIZRRTFRK
EFLMPBEROARIEMES]
THERBRBEPHERABBITNG
BUHERE (1D RELWENITE
TAMFEI5R200 8 T A - &
HZEEMEMZAZERRAK -
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15. Derivative financial instruments

The table below shows the fair values of derivative financial
instruments recorded as assets or liabilities together with their
notional amounts. The notional amount, recorded gross, is the
amount of a derivative’'s index and is the basis upon which
changes in the value of derivatives are measured. The notional
amounts indicate the volume of transactions outstanding at the
period/year end and are not indicative of market risk or credit

T 300 S 5 e A B RE

15. fT£€®MI A
TREFEHAEERABHITE
SRMIAMATEERRLLESE -
S EEBeBANTE TAK
BHeE TAGETABMENE
BEHOEE ZESERPNLE,
ERFAEROLHE  BFRLTHE
% 7% JE 12 B LB ) FE A o

risk.
Fair value
SFE
Notional
amount Assets  Liabilities
E1 54 BE af
HK$'000 HK$'000 HK$'000
THET THET THT
As at 30 June 2020 R-S-_ZFXA=+H
Cross currency swap T X B 383,269 — 13,527
Interest rate swap ) % 2 B 12,940,714 — 312,495
Foreign exchange forward = EIINE 15,290,626 105,349 82,556
Index futures BEHEE 528,629 2,085 3,000
Options HA 1 12,040,102 264,866 70,881
Currency options W 232,524 653 —
Warrants R 7 5,564,219 — 301,946
Equity swaps fig B3 5 5,047,089 15,621 7,244
Credit default swap EEENES 1,085,112 5,214 3,685
Other equity derivatives HEMBERASTAETER 828,095 61,584 26,763

53,940,379 455,372 822,097
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15. Derivative financial instruments (continued) 15. fTE€®mM I A®)
Fair value
NEE

Notional
amount Assets Liabilities
BEDE BE aE
HK$'000 HK$'000 HK$'000
FET FET FET

As at 31 December 2019 RZFE—NF+_A=+—H

Cross currency swaps R X E ¥ 15 5 385,158 — 7,835
Interest rate swaps ) K 4= Hf 8,705,703 7,058 24,488
Foreign exchange forwards i H O B 10,876,458 86,817 58,448
Index futures ESHE 259,072 — 735
Options B R 1,097,155 41,042 16,902
Currency options gyt p 233,670 1,593 —
Warrants R 497,671 — 28,188
Dividend swaps fi% B 15 5 42,000 — 485
Credit default swaps EEEYIZH 934,680 5,523 276
Other equity derivatives EMBEATETA 881,597 13,619 12,494
23,913,164 155,652 149,851

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 2020, amounts of cash collateral of HK$96.5 million and
HK$311.2 million were paid to and received from respective
counterparties (31 December 2019: HK$78.4 million and HK$84.9
million), which were included in “accounts receivable and
accounts payable arising from brokerage — brokers and dealers”
in Notes 13 and 17 respectively.

AEBHEFHETELAR
57 I BBt ROTAE &
g (International Swaps and
Derivatives Association, Inc.)
(TISDA)) F K 58 2 15 3% B LR
E oo MEROAAIRBIMITHERT - %ZE
FREEHEHEE TAREEEMNEE
HERR 575 B =B WER S 1
meRZE_ZTFXA=+H " BN
LEWHEBERGAZEBERREE
AR ASSEEBTRIN2BEES T
(Z2—hF+=-A=+—H:7848
EABTLMBAEE B TT) HAER
SR 13 RN 78 [ 48 40 2 765 JE IR |2
JENRIE - B RRFE] -
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16. Receivables from reverse repurchase 16. X[E[E & EWRIE
agreements
The receivables from reverse repurchase agreements arises [ 1) 1B B8 13 5% 2 JE WX FRIE AR AR &R
when the securities are bought by the Group with a concurrent BEEBESFKES  ETRRIZBE
agreement to resell at a specified later date and price. These NIZETEHEARREREE - 2%
securities are not recognised in the Group's consolidated BARUENAEB G S BRI EK
statement of financial position as the counterparty retains RHER  AAHFHIREZFESFY
substantially all risks and returns of the securities. The amount BRI AR B o NEEBK
paid by the Group is recognised as receivable. In the event of BERRBELFIE - WHEFHELD -
default by the counterparty, the Group has the right to sell the AEBAERHERBIESFAEER
underlying securities for settling the outstanding receivable. #5075 B e W ROR e
As at 30 June 2020, the outstanding amount paid for the RZZEZZEFNAZ+TH BR
reverse repurchase agreements was HK$3,250,732,000 (31 mEEGEXNOREERAR
December 2019: HK$2,247,913,000) and was recognised as 3,250,732,000 L (ZE— L F+=
receivable from reverse repurchase agreements. A=+ —H:2,247913,000% )
A 7 7R = 1) 1B B 197 2 e W AR IR o
The fair value of securities received as collateral for the B WCERE B R 4505 B R IE K 1R
outstanding receivable was HK$4,375,555,000 (31 December K E & B 2 F1E A4,375,555,000
2019: HK$3,539,078,000). BT(ZE2E-RLE+A=+—8:
3,539,078,000/% 7tT) °
17. Accounts payable 17. EfRIE
As at As at
30 June 31 December
2020 2019
R-BZ2F R_T-hF
ARA=+HA +TZA=+-—H
Unaudited Audited
REF KEZ
HK$'000 HK$'000
TET T T
Accounts payable arising from brokerage — #F 42 %75 /& 1 B
- clients -®P 16,533,373 11,611,433
— brokers and dealers -RERRHE 2,029,897 926,467
- the Stock Exchange and other — A2 P Ko Hoth 45 E PR
clearing houses 2,745,225 745,612
Accounts payable arising from securities  FBHE & X2 % B FOE
borrowing and lending 100,659 519,380
Accounts payable arising from corporate E@tE EEEE -
finance, asset management, financial ERER- MW ®E
products, market making, investments Ko EL A 35 75 IR 5RIE
and others 2,685,402 782,358
Accounts payable arising from insurance 1R K 4% 42 BR 75 e (< 3%
brokerage services 8,875 2122
24,103,431 14,587,372
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17. Accounts payable (continued) 17. BERRIE#)

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$16,873 million (31 December 2019: HK$11,182 million), Hong
Kong Futures Exchange Clearing Corporation Limited and other
futures dealers totalling HK$352 million as at 30 June 2020
respectively (31 December 2019: HK$284 million).

Accounts payable arising from insurance brokerage services
included those payables in trust accounts with authorised
institutions of HK$8,875,000 as at 30 June 2020 (31 December
2019: HK$2,122,000).

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

KBS REATEAREREEE -
EFRAREHRA(BAREBBR
hiETEEEBMRESHRES)
RO BRLAFREE NS BE
REFEE -

AEBERE-BEEEBARAER
ERAXNER - AREYEFER
o REREERR/EEIZ
SEBHOME RO TS RM
BIMEME -

RZZB2ZZERA=1TH ENEP
B 3 I8 I8 B HE 17 A SR AT & B i R
ERAEPNENFE16,873B8EE T
(:ﬁ_hﬂz+fﬂj+_5'11']82
BEABTRBEBHEREERA
&ﬁ{ﬁﬁﬂﬁi%ﬁm/ﬁSZE%%E
(ZE-hNE+ZA=+—H:2848
g8

RZZEZZTEFNA=1+H  RBREL
RIS ERHIBERFERAIKBIETR
F R’ FE 1 30 188,875,000 T (=&
—NF+ZA=+—H:2122,0007%
JT) °

BRRENEPHOREAIN  BNKEAR
®B e
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18. Interest bearing borrowings 18. FHEMER
As at As at
30 June 31 December
2020 2019

R-ZB-BF R-_ZT-NF
AR=+R +ZA=+-—H

Unaudited Audited
RKEFZ BEZ
HK$'000 HK$'000
TET T T
Non-current: e
_____ Lease liabilities ________%E%’ETE 10,469 23,368
Current: mE
Secured bank borrowings BB EITER 3,210,000 3,490,000
Unsecured bank borrowings A 9R 1T 18 X 14,623,676 7,711,110
Lease liabilities HEaR 25,890 25,403
_____________ 17,859,566 11,226,513
Total bank and other borrowings RITR E {8 N 4R%E 17,870,035 11,249,881
Denominated in: FTEEE:
HK$ T 6,472,254 3,533,730
Us$ ETT 11,393,676 7,711,110
Other currencies B E 4,105 5,041
17,870,035 11,249,881
As at 30 June 2020, the secured bank borrowings of HK$3,210 RIE-ZEFNA=1+H GEMARE
million (31 December 2019: HK$3,490 million) are secured by TEF321068 8 L (ZE— &+
listed shares, which was held by the Group as collateral for —“A=+—B:34908& % t))vH
advances to customers in margin financing, of market value FHBRMOEET ZERMODEBARE
HK$5,974.7 million (31 December 2019: HK$6,239.5 million). BEBEERGETHREBERFPHAN
WS MES7ATEE B T(Z
T—NF+-A=+—H:6,2395H8
BAETT) °
The Group's bank borrowings bear interest at the Hong Kong REEFITERGEREBRITREE
Interbank Offered Rate plus an interest spread. FEMEEE -
The carrying amounts of bank borrowings approximate to their HRUEREELAEKR S MRITE
fair values as the impact on discounting is not significant. FOEEEREERAFEREE -
The Group' lease liabilities bear weighted average interest rate REBENEEBGERMNETHFEN X
at 4.23% per annum (31 December 2019: 4.23% per annum). 4.23% (ZE—NF+A=+—H:

FREL23%) M E -
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19. Debt securities in issue

19. ERTERES

As at As at
30 June 31 December
2020 2019
W-E-TBE R-ZT—NF
~NB=+HB +=-—A=+—H
Unaudited Audited
REER 482 %
HK$'000 HK$'000
TET FAT
Non-current FE 7 B
At amortised cost (Note(a)): % B 58 AN (BT 3 (1)) -
Listed unsecured medium-term notes IEERPEER 1,548,704 1,555,874
Designated at fair value through profit or #EEZEQAFEFAEZ:
loss:
Structured notes issued in relation to EERITHNeRERER
financial products (Note (b)) T = (s (b) 9,132,437 6,124,020
10,681,141 7,679,894
Current &
At amortised cost (Note(a)): 2 855 AN (BT 3% (a)) -
Unlisted unsecured medium-term notes JEETEIK P E R 7,451,082 5,128,330
Designated at fair value through profit or TR A FEFAEZ:
loss:
Structured notes issued in relation to EETHERERMEB
financial products (Note (b)) T E (W b) 22,790,419 20,691,358
30,241,501 25,819,688
40,922,642 33,499,582
Unsecured medium-term notes BT 5 & 5 {E /) £ 3K 1R A A2
denominated in: Fi:
us$ ETT 3,047,354 3,129,957
HK$ BT 5,952,432 3,196,168
RMB AR — 12,259
Other currencies H g — 345,820
8,999,786 6,684,204
Structured notes issued in relation to BRI EENNENEETH
financial products denominated in: TRIEMBRMEBIERE
EUR BX T — 22,476
HK$ BT 1,946,584 1,984,614
us$ ETT 27,494,014 22,542,077
RMB AR 1,947,172 1,959,014
Other currencies HEih g 535,086 307,197
31,922,856 26,815,378
40,922,642 33,499,582
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19. Debt securities in issue (continued)

(a)

The outstanding balance of HK$8,999.8 million as at 30 June 2020
(31 December 2019: HK$6,684.2 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 2020, the debt securities in issue bore interest rates ranging
from 0.55% to 4.25% (31 December 2019: 1.25% to 4.25%). The
carrying amounts of the debt securities in issue approximate to their
fair values.

As at 30 June 2020, the outstanding balance of HK$31,922.9 million (31
December 2019: HK$26,815.4 million) represented unlisted structured
notes which arose from selling structured products generally under
the MTN Programme with underlying investments related to listed
and unlisted equity investments, listed debt investments and unlisted
fund investments.

The Group has not had any defaults of principal or interest, or
any other breaches with respect to their liabilities for the six
months ended 30 June 2020 (2019: nil).

Part of the debt securities in issue are repayable on demand

and the Group has a practice to satisfy the request for
redemption on the settlement date.

T 300 S 5 e A B RE

19. ERTERES @)

(a)

R-B-FEXNA=Z1A  RHEHER
ANFIBRE AR (B IE £4388,999.8EE B T
(ZZE—hF+-_A=1+—H:6,684.2
BEABT)IEAARREF BHEEET
E((hEREFEDETHERR
ZE -R-E-_FTFXA=1+HE" B
BOIEBEFKRIENT055% %
4.25% (ZZE—NF+-_A=+—8:
1.25%E4.25%) 515 - BBETEBKE
FOEAERALAFEMES -

R-ZZ-_TFXA=1+H RKEEH
922988 B L (ZT—hhF+=
A=Z+—H:268154688 %) ER
BRHERAIRAEHEABYLE
MEANELIMAEBREZE  BER
B EmRELTRARE - EWE
BRERFITESRERR -

REERBEE T -TFRA=TH
ERBEAYBEBHERAE - FEKE
MEMRETEEENERL(ZE—
NEF ) o

M ERITERRE S

BRBREE -

MASENEN RESNA DR
BOIZK-
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20. Financial liabilities at fair value through profit 20. ZAFEFAEZHN A

or loss =8
As at As at
30 June 31 December
2020 2019
R-ZEZEF RZT—NF
ANB=+B +=ZA=+-—H
Unaudited Audited
REEI KEZ
HK$'000 HK$'000
THET FET
Financial liabilities held for trading: BIEEEMN SR AE:
- Listed equity securities - FTRAE H 43,043 20,472
— Listed debt securities - tTEBES 3,022,995 2,200,728
— Other financial instruments - HihegTH 99,225 55,386
— Unlisted debt securities - FLMEBES 1,562 —
Financial liabilities designated at fair value 5T A FEFABZOS
through profit or loss MEE
— Financial products (Note (a)) - A E m (M5 @) 3,264,636 4,103,810
— Third-party interest in consolidated -WMAEHEREESN
investment funds (Note (b)) FE=FEm(ED) 438,760 430,184
6,870,221 6,810,580
(a) Included in the fair value in financial products are cash collateral of (a) SRMEMZAFEREHREFH W
HK$223 million (31 December 2019: HK$480 million) received from MRS M223BE B T(ZE—AN
counterparty. F+-_A=+—H:480BEET) -

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.

(b) 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.

RN BASERRREDEED
SRHEATEAABENSBAMED
TEHERNGEEDUTEKX -

MAAGHREESNE=ZTHEREE
ERAGHREEENFE =TELR
EAED AR ZEREAREAE
BEAWER S W RAE - REE
CRF=TEENERE R EEE
A THEABESARAAASH R
BRENE=NEMHAANRES
TEERTEARRE=TEEH
MITR -
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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 consolidated statement
of financial position and are retained within the appropriate
financial assets classification as the Group retains substantially
all risks and returns of the securities. The amount received by
the Group is recognised as a liability.

In addition, the Group entered into repurchase agreements
by pledging clients’ securities with a market value of
HK$1,154,514,000 (2019: HK$1,678,215,000).

As at 30 June 2020, the outstanding amount received from
repurchase agreements was HK$19,678,384,000 (31 December
2019: HK$18,199,226,000) 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 and market
value of clients’ pledged securities subject to repurchase
agreements at the period end (Note 14).

21.

T 300 S 5 e A B RE

Bl 58 V&R

AEERBOEHZLER 5 &
SR —HiGEAIZIEERZKA
HEEROBES ZFEHFLE
RAEE &7 6 M H R 0R A E
RARBEEESREENER
RERAEEBRLEFNBAIMLD
[ B B B 3 o AN 5% (B Uy HR #Y 3ROE B
REREIME-

o AEBKFEFE W TE
1,154,514,000/% (= & — f &
1,678,215,000% 70) B9 7E % - #EULET
AR

R-B-TEXA=T+A A
B B 1 3 UGB B0 R 4 R BB A
19,678,384,000/ 7t (= F — L&+
— A=+ — B:18,199,226,000#
TE) IR A I R o

TREANPRLRAFEFAERR
MEREERTEFPEMRESNME
% I (Bl B 15 5 # 5K IR (B RE14) -

As at As at
30 June 31 December
2020 2019
R-BZ2F R-ZT-NF
ABA=+H +ZA=+—H
Unaudited Audited
kBER KEZ
HK$'000 HK$'000
THET FET
Financial assets held for trading BHIFEEN SR EE
— Listed debt securities - FTEKES 10,963,857 7997,279
— Unlisted debt securities - FLETMEBES 135,895 194,100
Financial assets designated at fair value BERATFEFARRZD
through profit or loss TREE
— Financial products -2 RER 14,529,081 13,800,325
Clients’ pledged securities BEPEME S 1,154,514 1,678,215
26,783,347 23,669,919
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22.

23.

Share capital 22. &

Number of

issued and

fully paid
shares Share capital

BERITR
BERMKEE BEx
HK$'000
FET

At 1 January 2019, 31 December 2019, R—ZZE—nhF—HA—H"
1 January 2020 “E-AF+ZA=+—H

—ETF—H—H 7,715,673,090 8,125,856
Shares issued under rights issue (note (a)) 1R #& A% 2 17 8% 15 (M 3£ (a)) 1,919,219,266 2,779,976
Shares repurchased (note (b)) Fir B8 1= 3% 1) (B 5% (b)) (20,000,000) —
30 June 2020 —ETFNA=1H 9,614,892,356 10,905,832

(a) On 14 January 2020, the Company proposed a rights issue on the
basis of one (1) Rights Share for every three (3) existing Shares held at
a price of HK$1.45 per Rights Share. On 17 March 2020, the Company
completed the Rights Issue and allotted a total of 1,919,219,266 Shares
for a gross proceed of HK$2,783 million.

(b) During the period ended 30 June 2020, the Company bought
back and cancelled a total of 20,000,000 shares at an aggregate
consideration (before expenses) of HK$19.8 million on the Hong Kong
Stock Exchange at share prices ranging from HK$0.92 to HK$1.05.

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).

23.

(a) RZZTZZTF—F+WHA  ARAIE
FUEBHE=ZQRBER MDA ER
— (MR A& AR a0 2 - LA AR
A& BR 15 1.4578 TT R B 1T HEAR - £
BR-Z-—TE=++HEMNK &
) it B N 31T 351,919,219, 26605 %
m o ERAERIBELER2783EE
BT e

by #HEZZ-_ZHEXA=+BILHM-
NRFRE BTG R0.92% T
FI5FATHERBEERFHAHR
20,000,000 f&1n - #RER19.88
EBETGIBREXA) -

BRERE

ANBRBE—IBERES ([ERE
ED SEBEBRE BBRAB
FEEBTI -E=gaBBRARNEET
MAERARINEEBRES (BIEBY
FEHITER)R L ERE - BRERT
BR-_ZE—ZTFNA+NARES M
BRIESTTEUESIEE] - BRAIKAZAE
HE+FENE_T_TF XA+
B)B & -
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23. Share option reserve (continued)

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.

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 2020, 300,000 and 2,073,745
share options were lapsed and forfeited (2019: 9,000,000 share
options were cancelled).

T 300 S 5 e A B RE

23. BRERE®

BRESSBETRENMA BRE
BEITEMBETHORDEBRTESS
BBERRETEIERRATEH
7 B 19 #910% (B1164,000,0008% ik
) o RAEMR+ @A HE AT RE
BhENBREFITHNERAER
SREZTHRSROBETIRR
RRABPRERMEE D EHTRNDN1%
(BN16,400,0008 A tn)  (E{ATE H itk
RENE-TRHBREAKLRR
MR AE LHEfE -

BYARREFTRITHRAR - HEF
TABEANBRE  HEAFLE
BEIIFRITEFORE - B - R
ER+_EAPEAARTFARARLIE
BRIXBILFATES  HBREFE
BT ANERMBRE LEBBA
RAEAPNEMEEEETROM01%
FEHABRBARANELARZ
REE)BBSAREET  HARRK
RRGLERBGRENME -

BREBRENZOTHARABRY
AHEF Tt \BARINEERE
BHRIUBTRBESR - TR BRE
MITEHRESET  EZABK
REHAREFT M TFZAR/L -

BRENTEEHEREE  ELH
BERATREE : (VARRKRORE
P #E 22 4 B B 7 B 2 P ) T (E ¢ %
(NARRBONEZRZLOAHA R
E2 % BHEBZ A FIHRTE -

BHRELRERAKBRERRBRB
ERBREBERBREXRDHZR
KBEREEHRE  MEBEFET—

BE_Z-_ZFXXA=1THLHH
fid - 300,0001p %2,073,7451) & %
BDRRBEBORR(ZFT—NEF:
9,000,000 17 f# A 2 1% 7% $4)
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23. Share option reserve (continued)

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 2020 (2019: nil), resulting in the issue of nil share (2019:
nil) for a total cash consideration of nil (2019: nil). No amount
(2019: nil) 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 (2019: nil).

For the period ended 30 June 2020, the Group has recognised
an equity-settled share-based compensation expense of
HK$4,242,000 for the share options under the Share Option
Scheme in profit or loss (2019: HK$3,481,000).

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

23. BRERE D

BREYERTHAARIKKRE X
RERRGLREZER -

HE-_Z-_TFA=Z+AHILHH -
EEREETE( ST —NF &)
BRBETIZERERHM(ZCZE—NF:
) kBB eREBLBSEL(Z
E-NF ) ERECZZE—N
FR) A B AEEIT M A R
REERERARE REARNETE
BB IR R 1T B ER A hn A 3 AR
BAZBTL(ZE—NLF :ZT)o

HE-_Z-ZTFXA=+HILHH -
REBEC BRI EBETOERE
RERERAAEZEEARNRE
T 69 44 (8 5 524,242,000 T (ZF —
JUEE - 3,481,000% 7T) e

590, 4F OB MG &1 BT 1R 1T 0
B A 0 B AT

30 June 2020 31 December 2019
—E_ZEERAZ=T+H —T-NAF+=-A=+—H
Weighted Weighted
average average
exercise Number of exercise  Number of
price options price options
miEFEy ik R
fTEE MBEE®AE TEE BEREHE
HK$ per HK$ per
share share
BRET BRAET
At 1 January wn—H—H 1.498 74,894,303 1971 65,844,303
Granted during the period/year A/ ERRE — — 1.450 18,200,000
Forfeited during the period/year R, E AR 1.275 (2,073,745) 1.720 (50,000)
Lapsed during the period/year R,/ ERK R 1.540  (300,000) 1.720 (100,000
Cancelled during the period/year  #R,/F R #H — — 4.854  (9,000,000)
At 30 June/31 December RAB=+8/
+-A=+—H 1.504 72,520,558 1.498 74,894,303
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Share option reserve (continued)

At the end of the reporting period, the Company had
72,520,558 (31 December 2019: 74,894,303) share options
outstanding under the Share Option Scheme, which
represented approximately 0.75% (31 December 2019: 0.97%)
of the Company’s shares in issue as at 30 June 2020. The
exercise in full of the remaining share options would, under the
present capital structure of the Company, result in the issue
of 72,520,558 additional ordinary shares of the Company and
additional share capital of HK$109,087,000 (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 13 July 2017 to 12 July 2027, from 4 July 2018 to 3
July 2028 and from 11 September 2019 to 10 September 2029.

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
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).

23.

24.
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HEAMEEREERENER RN
REBREARTHEBRRRRRERMN
HEIE BT ZA R 1% (116,400,000
BB tn) -
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24. Share award reserve (continued)

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.

Details of the Awarded Shares granted and unvested as at 30
June 2020 are set out below:

4. R R BRE %)

HEREEFTAARTAEETENE
i A R 22 B B 5 B O & B0 55 BB IR 1
(R ERBFHRR SRR
MR BUERBEBERNAR
Ak XREAAEERZAEER
HEARBREBRMD -

WYX AR REITER D ER &
BTIHAENRNDOAEREERE
N EBIIERABHERRRE -

R-B-TEANASTABHREAS
B 0 SRR 19 9 S W5 AT

Number of Number of
Average fair Awarded Number of Number of Awarded
Date of Awarded  value per Shares Awarded Awarded Shares Vesting
Shares granted share granted Shares vested Shares lapsed unvested dates
WHER BRFY RHER ERERE BRMER RXEEED
B {7 & B B BFE Kie B E Bie B E Bize B E B e 8B BFEAH
13/4/2018 HK$2.36 11,777,000 (11,164,000) (613,000) —  30/11/2018
2.36%8 7T 11,537,000 (10,050,000) (1,487,000) —  30/11/2019
11,490,000 (236,000) (1,753,000) 9,501,000  30/11/2020
16/4/2019 HK$1.60 11,687,000 (11,168,000) (519,000) —  30/11/2019
1.607% 7T 11,621,000 (300,000) (815,000) 10,506,000  30/11/2020
11,564,000 (299,000 (811,000 10,454,000  30/11/2021

The Group has recognised a share-based compensation
expense of HK$12,335,000 for the Awarded Shares under the
Share Award Scheme in profit or loss (2019: HK$23,751,000). No
Awarded Shares have been either transferred to the grantees
or sold in accordance with their instructions at no cost (2019:
nil) for the period ended 30 June 2020.

484,000 Awarded Shares lapsed prior to their vesting date as a
result of staff resignations for the period ended 30 June 2020
(2019: 1,869,000 Awarded Shares).

After considering the number of shares which were granted
in prior years, as at 30 June 2020, 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 2020.

REBEE B RE AT AR
BN EBERERARNSERD
#1859 £12,335,0008 T (ZF — N
F:23,751,0008 ) - BE-T-F
FRA=ZTHILHHE  EERKHE
BEZETARAXRERENE TR
HECTE-NF &) -

BE-Z_ZFRA=THIHHBE
M E TE - 484,000 22 &) A 1
(ZZE—N5F 1,869,000 2 Ehix 1)
REEBEHARY -

REBBEFEMBEHZBROHEE -
RZZBZZFRA=1TH Al#ETE
fBh 0 22 B Pz 1) 48 207 2,509,0008% -
HNERRRAR-_ZT-_ZTFA=1H
EETB MK 0.03% -



25. Shares held under the Share Award Scheme

Movements of shares held under the Share Award Scheme

during the period/year are as follows:
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25. RO RBABEBETHR/N
i 1
A1) 5% ) & BUIATS 58 1 19 A 5
R EREEB T

30 June 2020
—E_EHEXA=TH

31 December 2019
—E-NFt+=-A=+—H

Number of Number of

HK$'000 shares HK$'000 shares

FTET BEHmEE FHET & 7 81 B

At 1 January R—A—H 73,058 36,889,400 142,051 63,416,400
Purchased during the REBR/ FRBE

period/year —_ —_ 4,004 2,500,000
Vested and transferred out REINF N B

during the period/year o 8% — — (72,997) (29,027,000)

At 30 June/31 December

RANA=+8/
+ZA=+—AH

73,058 36,889,400 73,058 36,889,400

26. Capital commitments and other commitments

Capital commitments

The Group had capital commitments for system upgrade and
renovation of premises of approximately HK$5,983,000 which
were contracted but not provided for as at 30 June 2020 (31

December 2019: HK$6,180,000).

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 2020,
the underwriting and financial obligations were approximately
HK$261 million and nil respectively (31 December 2019: HK$6

million and nil).

26. EREER M AE
BAXRESE

AEBRRZGABRRDERTHIEL
B R 495,983,000 T 0 % RIAE
BENEYRR-_ZE_FEFAA=T
HYFABEH ZCZE—hhE&F+=ZA=+
—H :6,180,000/& JT) °

H fth &I

AEBERRE BRAMEE KB
REHBDERERBEETIR/ET
EPHNERBRERAERESE - K=
ERFRA=TH AHEERESR
EPRAR2IBEETRT(ZET—
NFE+ZA=1t—RB:6AEELR

7).

107



108

Notes to the Interim Financial Report

o 30 S 285 e ok BR

Guotai Junan International Holdings Limited | 2020 Interim Report

27. Cash flows from operating activities 27. RETHELENRERE

For the six months ended
30 June
BEXRA=+HLXMEA

2020 2019
BB —E-NEF
Unaudited Unaudited
KIEER RICHE=Z
HK$'000 HK$'000
THT FAT
Cash flows from operating activities BRETDELENBRERE
Profit before income tax B AT 15 B A A 704,342 731,905
Adjustments for: oA
Depreciation e 34,038 30,120
Share-based compensation expenses VAR 17 7 ZE 1 66 38 BN ) =2 16,577 27,232
Unrealised gain on financial TR LA RBIE WS
instruments (530,064) (2,541,292)
Unrealised (gain)/loss on debt BRTEBEFNRER
securities in issue Wzk) /BB (120,072) 1,967,821
Unrealised loss on derivative financial PTEe/ T ANRER
instruments Ei 18 107,126 57,484
Finance costs Bl & KA 432,741 437,355
Interest income B WA (917,869) (929,863)
Dividend income % B U A (7,822) (9,174)
Gain on disposal of intangible assets HERTEEE(BEBRIN
(other than goodwill) r) UK &= — (978)
Net impairment charge on loans and BTYTEFPHERRBR
advances to customers BB SRR 31,523 499988
Net impairment charge on accounts J& W R T R (B S R R
receivable 3,167 12,697
Net impairment charge/(reversal) Hih 2R & E R EFRE
on other financial assets and loan ME S (B E) FE
commitments 3,681 (644)
(242,632) 282,651



27. Cash flows from operating activities (continued)
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27.
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REZHELENHREERE
(&)

For the six months ended

30 June
BEZANAB=1+HLKMEA
2020 2019
—E-TE —E-NEF
Unaudited Unaudited
RXEER REEZ
HK$'000 HK$'000
THT FAET
Increase in other assets H & E N (971) (138)
Increase in loans and advances to BTEFPHER KRB IIEM
customers (3,255,124) (200,796)
Increase in accounts receivable JE Ui R TE 12 N (3,145,338) (915,782)
(Increase)/decrease in receivable from % 1\ [B] B 1 =3 JE UL 5K 18
reverse repurchase agreement (), @ (1,000,829) 1,190,933
Increase in obligations under repurchase  [B1 f# 1 % &9 (& % 12 N
agreements 1,479,158 2,817,735
Decrease in prepayments, deposits and TERRIE - e kA EK
other receivables A R 79,647 208,041
Increase in financial assets at fair value EAFEFABZN SR
through profit or loss & E S (14,445,458) (6,470,378)
Change in derivative financial instruments $74 ¢ & T A& 265,400 2,305
Decrease in financial liabilities at fair value &2 QA FEFAEBZFZHN S 7
through profit or loss BERD (361,887) (1,149,833)
Increase in client trust bank balances HFEELIRITESKIEM (5,696,720) (654,792)
Decrease in bank deposits R 1717 BOR 56,464 —
(Increase)/decrease in time deposits FHRERINAERBRBE=EAZ
with original maturity more than three B ERGE ),
months when acquired (37,669) 10,935
Increase in accounts payable JE 15 SR TE 0 9,516,059 2,105,602
Decrease in other payables and accrued  H#MEMNKEBE MEFAE
liabilities Vol (133,423) (187,174)
Increase in financial assets at fair value EAFEFAEMEZERE
through other comprehensive income R EEL (108,338) —
Cash used in operations BEEBHHRS (17,031,661) (2,960,691)
Hong Kong profits tax paid BEXAEBEFEHR (231,302) (47977)
Interest received 2 W E 816,271 919,366
Interest paid 21 F &8 (432,099) (400,146)
Dividend received 2 W% B 7,201 9174
Net cash flows used in operating REZDHDARSTERS
activities (16,871,590) (2,480,274)
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28. Related party transactions

(@) In addition to the transactions and balances set out
elsewhere in the unaudited interim financial information,
the Group had the following material transactions with

related parties during the period:

28. BB AR 5Z

(@) BAEEZTHMUBERHEAM
EHMENR S REHRIN K
SENHANEREE T ETUT
EXRRG:

For the six months ended

30 June
BEXAZ+HLAREA
2020 2019
k- 32 —T-NF
Unaudited Unaudited
RBEE AEER
Notes HK$'000 HK$'000
=3 TER FiET
Commission expenses to the ultimate INTREERARNBE
holding company (53 (i) (395) (635)
Commission expenses to the ultimate RRAREEBBIEERE
holding company for trading in RMB E(RQFINEBEF AR S
Qualified Foreign Institutional Investors TREZRAFANAEHAX
(RQFII) account (i) — (53)
Professional and consultancy fees paid to R FRZNBRAAMZE R
fellow subsidiaries BnE (iii) (12,027) (20,373)
Management fee income and performance  EARAIZEMBAREER
fee income of a private fund managed RZMBLRAIRENBEE
by a wholly-owned subsidiary of the DRI EEBRALRE
Company and invested by a fellow BlLA
subsidiary (iv) 743 647
Commission income received from the BLafEESkmaAe
above private fund A (v) 123 58
Commission income of a public fund BRZMBRARIEENLAE
managed by a fellow subsidiary EekBmAe KA (vi) 6 14
Commission income from an intermediate ~ BHFNMERARUTNES
holding company WA (vii) — 84
Commission income from the ultimate BREERARNIROAS
holding company WA (viii) 25 15,864
Underwriting fee and sponsor fee income ~ B&H&ZEFEAFMBOBHEE
from the ultimate holding company RREBRKA (ix) — 15,850
Commission income and handling income ~ BRZHBLAKERHES
from a fellow subsidiary WARFEZERA (x) 78 195
Commission income and handling income B2 —E &M B A7 YMEHH
from another fellow subsidiary BEWARFEEKRA (xi) 285 30
Commission income from an immediate BERZRARBDMNES
holding company A (xii) 15 5
Consultancy service fee and corporate XA FHREERRAFREZR
finance service fee paid to the ultimate MELRANZAREER
holding company and fellow subsidiary TERMERKE (iii) (8,813) (944)
Management fee and handling fee income ~ BARLRAIZENB AR ERU
from a public fund managed by a wholly- RAZMBRR RPN ER
owned subsidiary of the Company and RARENREES WA
invested by a fellow subsidiary and the ERERFEBERA
intermediate holding company (xiv) — 1,300
Advisory income of a public fund managed FEEMBLAAEENLEES
by a fellow subsidiary ) 8 A (xv) 37 —
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28. Related party transactions (continued)

(a)

(continued)

Notes:

(i)

(iii)

(iv)

(vii)

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

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

The professional and consultancy fees paid to a fellow
subsidiary for the provision of capital market information were
charged at HK$12,027,000 for the period ended 30 June 2020
(2019: HK$20,373,000).

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 at the period/year end.

The commission fees received from the private fund mentioned
in note (iv) above included commission income which was based
on 0.15% (2019: 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 a wholly-owned
subsidiary of the Company

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

T 300 S 5 e A B RE

28. BB R B (#)
(a) (#&)

M EE

(i)

(iii)

(iv)

(vii)

ST REER AR E
SR EARB N K2 E K
BB A F %A
MRSEEDLFE -

R E TS N ol E A
XRBARFM —RE2EM
B2 FH S S 1 1 3451 9
% BRQFIE S #1712 5 8
BA Y -

BE_ZT-_ZTFRA=THL
MR AMBARRHER
MHEAHMNEERKANEX
412,027,000 T (= F — A
% :20,373,000/ 7T) -

EAXARFZEMNBRAREE K
RAEMERRRENLEES
WERH) BB AR RIREW
ARGARE—EAIHERNE
EFEBFISHREREB R
B/ FREE—AIEREE
FEEMEA20% K E -

ELXMEVALLEES
WEBHAEERBEERRSE
#0.15% (ZZ— 1% : 0.15%)
AEOEERA -

ERRMBRAREENRAEE
SUWEE A2 U AR EARE
2EMBARFELNELTHZE
FIIBRH)E B E -
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28. Related party transactions (continued)

(@) (continued)

Notes: (continued)

(viii)

(xi)

(xii)

(xiii)

(xiv)

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

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

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

The commission income 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 consultancy service fee and corporate finance service fee
paid to the ultimate holding company and fellow subsidiary
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.

28. BB R B (#)

(a)

(%)
S

(viii)

(xi)

(xii)

(xiii)

(xiv)

(#)

ERKERATNERNMES
WA ZEARBT 2 EME R
Bk A Sy b
BUE -

BRZZERAFTKERNEIH
T iE & B i B R R R R
DB FR LA B I R BT ek W
# .

& R 2 B B8 2 7 MR 9 48 & WK
ARFEERATIREARRF
2 EMBARBELNE L HH
FIERHEERE -

B 5% — R F M B~ WE
SRARFEERANTIRE
RAARZEWMBARRILME
LW EIBAEEBIRE

B AR P R A B U A 4 R
ATIRBEARRRNERR
RIZYMELHBHRIANE
B E -

EAp RS SN ES )
BRENGHARBERDZE
BERBELREARF D EMN
BRI ® ARG R DERE
FIR 75 15 <% T 8 7 /B YR o

EARRZEMNBERAREER
RAERABEGNLEE
SYPRRHEREERFAEBRA
TIRBEKEEE B HEMR A
A D UER -



28. Related party transactions (continued)

(@) (continued)

Notes: (continued)
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28. BB R B (#)

(%)

(a)

(xv)  The advisory income from a public fund managed by a fellow

subsidiary was based on the percentage prescribed in the

advisory agreement.

(xvi) Included in the Group's accounts receivable was a broker

receivable due from the ultimate holding company of
HK$50,238,000 (31 December 2019: HK$38,658,000) arising
from dealing in securities as at 30 June 2020. 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.

(xvii) Included in the Group's accounts payable was a broker payable
due to the ultimate holding company of HK$2,346,000 (31
December 2019: HK$18,504,000) arising from the dealing in
securities as at 30 June 2019. The balance was unsecured,

interest-free and payable on the settlement day under the

relevant market practice.

(xviii) Included the Group's accounts receivable were management
fee and performance fee receivable due from an investment
fund managed by the Group mentioned in note (iv) of
HK$137,000 (31 December 2019: HK$150,000) arising from the

provision of asset management service.

WisE: (&)

(xv)

(xvi)

(xvii)

(xviii)

ERRMBRAREENRAEE
B WER E R U T AR B L
ek FRT AR B D LRt & -

AEENEKRFERSER
ETFERA=ZTHEEES
EENERREZERAFL
40 FE W X 750,238,000 T
—E-AFF+ZA=1+—H8:
38,658,000/ 7T) ° [A fx 4 4%
X BE (89 (5 B (6 R 8 3F
FEETENBH —B - B
HEATSHED @ ZESRRER
B RNEEEE -

AEBEMEMFBELERZ
T-NENA=Z+HEEZE
FEENEMNZRIERAR
4840 FE S 3R TE 2,346,000 7T
—E-NFt+ZRA=1+—8:
18,504,000/% 7t) - R ¥ 48 B8
M5 EO - ZEE R REIER -
BERBEREEALN -

N S [ JRE W R IR B A Y A (iv)
FrtiRftEEEERBESL
MERAASEEEERER
CMEBRERARKRENRA
1370008 T (ZE—NAF+=
A=+—8:150,000% ) °
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28. Related party transactions (continued)

(@) (continued)

Notes: (continued)

(xix) Included the Group's accounts payable were amounts due to
the ultimate holding company of HK$115,000 (31 December
2019: HK$5,212,000), the immediate holding company of
HK$133,841,000 (31 December 2019: HK$nil), the fellow
subsidiary of HK$30,108,000 (31 December 2019: HK$57,419,000)
and another fellow subsidiary of HK$12,555,000 (31 December
2019: HK$38,702,000) arising from dealing in securities, futures
and foreign exchange as at 30 June 2020. The balance is

unsecured and payable on demand.

(xx)  Included in the Group's receivables was the accounts receivable
to the public fund mentioned in note (vi) above arising from
December 2019:

dealing in securities of HK$178,000 (31
HK$24,000)

(xxi) Included in the Group's accounts payable were the accounts
payable to the ultimate holding company mentioned in note
(xiii) for the consulting service fee and corporate finance service
fee of HK$172,000 (31 December 2019: HK$11,055,000)

(xxii) Included in the Group's prepayments,

in note (iii) above.

deposits and
other receivables of HK$53,135,000 (31 December 2019:
HK$50,443,000 was an advance prepayment to the fellow
subsidiary for the professional and consultancy fee mentioned

28. BB R B (#)

(a)

(%)
S

(xix)

(xxi)

(xxii)

(#)

RZEZZTFEARNA=+H &
SECZENERBIEREEE
% HERIIEEEZEN
B 421 B A B 50 TE115,00078
T(ZE—AF+ZA=+—
H:5,212,000%7t) - B E
# 7 % 2 R)133,841,0007% 7
—E-hAF+=ZA=+—81:
TR ENRREWNERAR
30,108,000 T (=& — N4
+=A=+—H:57419,000
BIL)LREMNS —BRRHK
B A 812,555,000 Jt(=
T-hFE+ZA=+—8:
38,702,000 7T) - Z & & T
IR R AR BRI -

AEBERFBEREEERESH
E AE A B W b SR FE (vi) BT it
ANEE LA FIE178,00075 T

—E-NF+tZRA=1+—8:
24,000/ 7T) °

AEHENFEREEN L
TR FE (xiii) BTt B9 & 4% 32 AR
RABARTCERERY &
172,000 T (ZF— N5+
~—A=+—H:11,055000%
JT) e

AEBMBBRARIE  Ze2 K
Hfh g U 518 53,135,000 7T
—E-NF+tZRA=1+—8:
50,443,000 7t) B 5 £ X
MG EERFERER
Bl & K B A 7 K 2 5% 58 4 5%
g o
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28. Related party transactions (continued)

(b)

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

Compensation of key management personnel of the
Group:

T 300 S 5 e A B RE

28. BB R B (#)

) AEERLBRBRANEEE
%2 3T % e o B B A2 1 - 77
B I A 42 6 R 9 K
2AERGCEGBAEAD
%) Bl ARER@HL
$ET 7 RSB BEES
%5 -

RNE B KRB D |ITERRIF K
VR EBARITRIL B4
AEBEEBEALFRETHAE
BRATERIDEENRS
BRETRRELRTS &%
BMEXY BEEEXK &
RERBMEEE  REZERIMK
MER - ZEXZHINAEE
BRERRTIIREIEEF
FETHRZBEUNLERHE
WGRR RRFETT - LIRREA
BRERIE245%2 B w8 R E
MEBARZS °

() AEBEXIZEETEBASHH:

For the six months ended

30 June

BEXNA=THLAREA
2020 2019
—E-EHF —ZT-NEF
Unaudited Unaudited
RKBER REEZ
HK$'000 HK$'000
THET F#& T
Salaries and allowances e KoL 7,075 7,091

Equity-settled share-based payments  EZREE UG5 A EH#

EORNEN 3,096 5,377
Pension scheme contributions RIKSEEIH 36 36
10,207 12,504
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29. Offsetting financial

liabilities

assets and financial

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.

Gross
amount of
recognised

financial
assets/
(liabilities)

29. REEMEEHRSHER

AEBEBRI ARG ETNITHEMEE
HEEBGENBEFIEIRGFEF
B U IR XX 5 e 508 - I
iR 5 B A AR I W BT B R
e EE - BEBEENTEF
BRWEKRREN RN FE T
REBBENRBESASITAR
MBEBRRABENRE EMAE
BTRRFREEGEEHGR -

Gross Related
amount of amounts
recognised Net amount not set

financial of financial  off in the
(assets)/ assets/  statement

liabilities  (liabilities) of financial

offset in reflected in position
the financial the financial  (collateral

statements statements received) Net
b 3328 1

REE#HE REESRx HKAIRES

CHReM HHCHR E27nem WEWEH
BE/(AR) em(EE)/ HE/ (Bl
#e AfiRE (AR =8 HHR) BE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET TERT FET TERT FHET
As at 30 June 2020, unaudited RZSZSEXAZ+H
REEH
Financial assets eMEE
Accounts receivable arising from BREBRRTA
brokerage
— the Stock Exchange and other — BXAREBEER
clearing houses 5,792,170 (2,439,933) 3,352,237 — 3,352,237
Loans and advances to customers BIRFERREBER 14,986,636 — 14,986,636 (14,569,130) 417,506
Financial liabilities eRAR
Accounts payable arising from BREBEAFE
brokerage
— the Stock Exchange and other —BXAREMEER
clearing houses (5,185,158) 2,439,933  (2,745,225) —  (2,745,225)
As at 31 Dec 2019, audited R-Z-h&+ZRA=+-R>
HEY
Financial assets SMBEE
Accounts receivable arising from FERESY L& ¢
brokerage
— the Stock Exchange and other —BRAREBEER
clearing houses 3,105,263  (1,739,867) 1,365,396 — 1,365,396
Loans and advances to customers BIRFERRER 11,715,902 — 11,715,902 (11,253,415) 462,487
Financial liabilities SRMAR
Accounts payable arising from R EBEMNE
brokerage
— the Stock Exchange and other — BRAREGEER
clearing houses (2,485,479) 1,739,867 (745,612) — (745,612)
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assets and financial
liabilities (continued)

The tables below reconcile the “net amount of financial assets/
(liabilities) presented in the statement of financial position”, as
set out above, to the amounts presented in the statement of
financial position.

T 300 S 5 e A B RE

29 BRETHEEESHMERW

T?’%ﬁﬁ‘lf%ﬁﬂ‘kﬂkﬂﬁzﬁﬂﬁ’] 2
EE/(8E )% (10 - i #) &
BT 4R OR 35 2 51 M0 & 1R K0 B R -

As at As at
30 June 31 December
2020 2019
R-BZBF R_T-NF
ANB=+H +=—A=+—H
Unaudited Audited
REER KEZ
Net amount of accounts receivable arising 21 1 B it # §5 1% & 40 75
from brokerage after offsetting as stated Ji& 5 R 18 % B
above
— the Stock Exchange and other clearing — B EMEEMR
houses 3,352,237 1,365,396
Accounts receivables other than the Stock Hﬁf?&ﬁﬁ&ﬁﬁﬂﬁigﬁﬁl«x 4
Exchange and other clearing houses Y JE U X 18 3,950,251 2,792,531
Less: Impairment B ORE (9,296) (6,206)
Accounts receivables in the statement of B 7 #A 3% & o &9 fE U 3018
financial position 7,293,192 4,151,021
Net amount of accounts payable arising 4R b B 4K 35 1R 4K A0 TS
from brokerage after offsetting as stated J& 1~ 3R T AR
above
— the Stock Exchange and other clearing — BN EME R
houses 2,745,225 745,612
Accounts payable other than the Stock ﬁiﬁﬁﬁﬁﬁﬁ & P LA SN
Exchange and other clearing houses OV NN 21,358,206 13,841,760
Accounts payable in the statement of B 7% R 5 2k R B BN B
financial position 24,103,431 14,587,372

The “net amount of financial assets/(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.

30.

EXAREN NI BRE 20T E
BE/(8B)%8] ‘%‘J’E?‘EEM\T%E
138 M FE17 [ 48 40 5 765 e W 5 3B I e
MR -BXAkEMEEMN] -

ERIAENAFEESE
AEBENGERR

%ﬁ&&%%&émﬁﬁ@ﬁ’]&?ﬁﬂ
DHS2EMSERENELRETE -
Tdi%?:ﬁ& ?fﬁﬁﬁm(ﬁﬂmﬁﬁ) A £
EeZBEYGEMSEREEE
TT1EME - MEMBHBREW - ZEE
BREKEBFELOMAR(EARERNR

ERM-BOEXRTEABRERS
%@ /\{/\uTuRﬁ"

A CTHENRARNTESREE
AFENERNELZER2HEEHE
AEBELLRE) F2RRE3
RAFESINZREBHRETS
MUATB®ATFESE -
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30. Fair value measurements of financial instruments 30. €M T AN A FEFEE)
(continued)
Fair value hierarchy RFEER
The following tables illustrate the fair value measurement TREALNEESBIANQTE
hierarchy of the Group's financial instruments: SEFA
Assets measured at fair value: BAFEIENEE:

As at 30 June 2020, unaudited R-E_ZEZEXA=+H XEER

Fair value measurement using

BAUTEEMAFEHE
Quoted
prices in  Significant  Significant
active observable unobservable
markets inputs inputs
BRETE EXTER EXEE
HiE 2H BR2H
(Level 1) (Level 2) (Level 3) Total
(E1R) (E248) (%3%®) # 5t
HK$'000 HK$'000 HK$'000 HK$'000
THT FTHET FTHET FHET
Non-current I By
Financial assets held for trading and ~ #{EEEREEHN S AL
investments BE
— Unlisted fixed income securities - FEWEERE
EH — 1,666,146 4,134,455 5,800,601
— Unlisted convertible securities - JEEMAIARE 5 — — 195,708 195,708
Financial assets at fair value through %A FEFABZEH
profit or loss SREE
- Financial products -SREM 415,088 1,426,144 6,977,004 8,818,236
415,088 3,092,290 11,307,167 14,814,545
Current B
Financial assets held for trading and H{#EEBEREEN S
investments BE
- Listed equity securities - FRARE 5 1,249,702 — — 1,249,702
— Listed debt securities - I TERES — 18,472,510 — 18,472,510
- Unlisted debt securities - FEMEHES — 2,926,110 — 2,926,110
Financial assets at fair value through %A FEFABZER
profit or loss SREE
- Listed fund investments - tmESKRE — — — —
— Unlisted fund investments -FLFTEERE — 1,718,095 — 1,718,095
— Unlisted convertible - FEmARRAR
promissory note 28 — — — -
- Other financial instruments -HEemIA — 105,416 — 105,416
- Financial products -SREM 1,923,918 31,331,287 1,901,086 35,156,291
Financial assets at fair value through EAFEFALMEE
other comprehensive income WamemEE
- Unlisted debt securities - FEMEHES — 108,338 — 108,338
Derivative financial instruments THEERMIA — 455,372 — 455,372
3173,620 55117128 1,901,086 60,191,834
3,588,708 58,209,418 13,208,253 75,006,379
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30. ERM T AMNAFETE@®

30. Fair value measurements of financial instruments
(continued)

[P EERE)
RAFEFENEE: (£)

R-B—Nn&E+=-R=+—8"
EER

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

As at 31 December 2019, audited

Fair value measurement using
RENTEBNATEHE

Quoted
prices  Significant Significant
in active  observable unobservable
markets inputs inputs
ERME  EAUEE BAEE
HwE 24 BE2Y
(Level 1) (Level 2) (Level 3) Total
(B14) (B24%) (B34) Bt
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FA
Non-current FiRE
Financial assets held for trading and H#{EEEREEHN SR
investments BE
— Unlisted fixed income securities - EmETEkRE
EFH — 1,594,507 — 1,594,507
Financial assets at fair value through A FEAEBZH
profit or loss TREE
— Financial products - SREM 367,710 1,117,294 4,782,781 6,267,785
367,710 2,711,801 4,782,781 7,862,292
Current i &
Financial assets held for trading BIEEBESRAE
- Listed equity securities - FTTRAE S 710,798 — — 710,798
— Listed debt securities - I mEXKES — 14,065,739 — 14,065,739
— Unlisted debt securities - FETEBESH — 2,493,982 — 2,493,982
Financial assets at fair value through A FEFABZER
profit or loss SREE
— Listed fund investments - tTESKE 2,783 — — 2,783
- Unlisted fund investments -FIMESKE — 1,758,316 — 1,758,316
- Unlisted convertible promissory - IR AR RO,
note Z& — — 4,298 4,298
— Other financial instruments - Hie@mIA — 250,731 — 250,731
- Financial products - EREM® 4,339,137 25,181,242 2,321,880 31,842,259
Derivative financial instruments TEeBMTE — 155,652 — 155,652
5,052,718 43,905,662 2,326,178 51,284,558
5,420,428 46,617,463 7,108,959 59,146,850
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30. Fair value measurements of financial instruments

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

As at 30 June 2020, unaudited

30. ERM T AMNAFETE@®

[P EERE)
EAVESAENAR:

RZE_EFEFRAZTH ' XEER

Fair value measurement using
RAUT &R AT E &

Quoted
prices  Significant Significant
in active  observable unobservable
markets inputs inputs
ERME  EAUBEE BEREE
WwE 24 BE2Y
(Level 1) (Level 2) (Level 3) Total
(B3R ($28) (B34%) @t
HK$'000 HK$'000 HK$'000 HK$'000
FEL FAT FAT FEL
Non-current FE % &
Debt securities in issue designated at ¥ E IR AFEFABE
fair value through profit and loss NERTEBRES — (1,889,596) (7,242,841) (9,132,437)
Current i B
Debt securities in issue designated at &R A FEAER
fair value through profit and loss MERTERES —  (20,889,333) (1901,086)  (22,790,419)
Financial liabilities held for trading REEEMeRAR
- Listed equity securities - FTTRAE S (43,043) — — (43,043)
— Listed debt securities - tTEBES —  (3,022,995) —  (3,022,995)
— Unlisted debt securities - FLEMERES — (1,562) — (1,562)
— Other financial instruments -HEpemTA — (99,225) — (99,225)
Financial liabilities at fair value BAFEFAERD
through profit or loss tHAE
— Financial products - SREM® —  (3,264,636) —  (3,264,636)
- Third-party interest in -MABHEEES
consolidated investment funds NE=FER — (438,760) — (438,760)
Derivative financial instruments TESBTE — (822,097) — (822,097)
(43,043) (28,538,608) (1,901,086) (30,482,737)
(43,043)  (30,428,204) (9143927)  (39,615,174)
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30. Fair value measurements of financial instruments 30. €M T AN AFEE (&)
(continued)
Fair value hierarchy (continued) AFEEEHRE)
Liabilities measured at fair value: (continued) BAFEISENER: (&)
As at 31 December 2019, audited BR-ZE—h&E+-RA=+—8"
BE®%
Fair value measurement using
HKANTSENATENE
Quoted
prices  Significant Significant
in active  observable unobservable
markets inputs inputs
ERmYE  BAUER BEREZE
wE 2% BR2Y
(Level 1) (Level 2) (Level 3) Total
(B3R (F24) (B34) F
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FAEL FETL
Non-current FE % &
Debt securities in issue designated at  #EEEAFENAES
fair value through profit and loss E’]E?éfﬁ%i%{é ________ — (1,009,692) (5114,328) (6,124,020)
Current e B
Debt securities in issue designated at  EEZAFEFAER
fair value through profit and loss MEBBTEBRES —  (18,369,478) (2,321,880)  (20,691,358)
Financial liabilities held for trading ~ B{EEEMESMAE
- Listed equity securities - FTRAES (20,472) — — (20,472)
— Listed debt securities - ImEXES — (2,200,728) — (2,200,728)
Financial liabilities designated at fair & A FEAER
value through profit or loss HERAas
- Financial products - EREM — (4,103,810) — (4,103,810)
— Other financial instruments -Hie@MIA — (55,386) — (55,386)
- Third-party interest in -MAGRHEEES
consolidated investment funds NE=FER — (430,184) — (430,184)
Derivative financial instruments TESBTE — (149,851) — (149,851)

(20,472)  (25,309,437) (2,321,880)  (27,651,789)

(20,472)  (26,319129) (7,436,208)  (33,775,809)
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30. Fair value measurements of financial instruments
(continued)

(a)

Financial instruments in Level 1

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

Financial instruments in Level 2

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

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

There was no transfer of fair value measurement between
Level 1 and Level 2 during the six months ended 30 June
2020 and the year ended 31 December 2019.

30. ERM T AMNAFETE@®

(a)

F1HESmI A
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30. Fair value measurements of financial instruments
(continued)

(c)

Financial instruments in Level 3

The following tables present the changes in Level 3
instruments of financial instruments for the period ended
30 June 2020 and the year ended 31 December 2019.

o 30 S 285 e o B

30. eI AN AT EFEE)

(c) #3KEMITA

TREINHE-_ZE-_ZTEXA
=TRIESAERBEZZ-N
F+ZA=+—HIEFE %3
BERMIANED -

Level 3 financial assets FIREWMEE
For the period ended 30 June 2020, unaudited BE_S-_SEXNA=THL
HE  kBER
Unlisted
convertible
Unlisted  Unlisted promissory
debt convertible debt  Financial
Security Security instrument  products
(Note 14) (Note 14) (Note 14) (Note 14) Total
kL
LT LT TREER
fABEy TREESF KEIR LSRESR
(Max14) (Max14) (Msx14) (Msx14) )
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET FTET
At 1 January 2020 RZZEZ2F—-F—H — — 4,298 704,661 7,108,959
Purchases BE 3,923,244 196,162 — 61,075 4,180,481
Disposal/redemption HE/BE — — (5,005) — (5,005)
Receipt on maturity B HA B — — — — —
Transfer to level 1 BEHE S — — — — —
Accrued interest income EEENEON 99,923 — 53 — 99,976
Receipt of interest income  YEA Bt A — — (53) — (53)
Net (loss)/gain recognised ~ RIBZEAER
in profit or loss (BB hz 38 111,288 (454) 707 1,712,354 1,823,895
At 30 June 2020 RZZ-ZEF A=+H 4,134,455 195,708 — 8,878,090 13,208,253
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30. Fair value measurements of financial instruments 30. €@ T EWN A FEE®)
(continued)
(¢) Financial instruments in Level 3 (continued) () HFIZEMITIEE)
Level 3 financial assets (continued) EIZEMEE(E)
For the year ended 31 December 2019, audited BE_E-hAE+-RA=+-—
BILLEE E#F
Unlisted
convertible
promissory Financial
note products
(Note 14) (Note 14) Total
FE £
AT AR
EHEE SR E M
(B 5£14) (Bt 3E14) BEr
HK$'000 HK$'000 HK$'000
FET FET FAET
At 1 January 2019 R—ZZE—NF—HA—H 23,847 8,218,681 8,242,528
Purchases BE — 1,199,111 1,199,111
Disposal/redemption & EE — (294,000) (294,000)
Receipt on maturity BI| HA B Ug EX (19,579) — (19,579)
Transfer to level 1 (Note) e EIR(HERE) — (38,268) (38,268)
Accrued interest income JE 5T F B A 53 — 53
Net (loss)/gain recognised RIBEANERE (E18),/
in profit or loss W= F 58 (23) (1,980,863) (1,980,886)
At 31 December 2019 RZZE—NF
+=-—A=+— 4,298 7,104,661 7,108,959
Note: The shares of the investee company were listed in the Stock MYt WIRE QRO ARF R FT

Exchange during the year, thus the fair value of the investment
was based on quoted market price.

£ El R ENRFET
ERHBMHE -
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30. Fair value measurements of financial instruments 30. €M T AN A FETE®)
(continued)
(¢) Financial instruments in Level 3 (continued) () HFIZEMITIEE)
Level 3 financial liabilities FEIWMEMAR
For the period ended 30 June 2020, unaudited BE_S_SEXNA=t+HL
HE  kBER
Debt
Financial securities
products in issue
(Note 20) (Note 19) Total
BRT
SeMER BHES
(P 5£20) (B 5£19) #at
HK$'000 HK$'000 HK$'000
FTET FET FTET
At 1 January m—HA—H — 7,436,208 7,436,208
Sales/issuance HE T — — —
Transfer to level 1 #WREEIR — — —
Redemption on maturity 17 2 HA B BE B — — —
Net loss recognised in RERERNEE TR
profit or loss — 1,707,719 1,707,719
At 30 June 2020 R=_E_ZTF,NA=1+H — 9143,927 9,143,927
For the year ended 31 December 2019, audited BE_T-hAE+=-R=1+-—
ALEE BFE
Debt
Financial securities
products in issue
(Note 20) (Note 19) Total
21T
B E m B % E 5
(Fff 5£20) (P 5E19) @t
HK$'000 HK$'000 HK$'000
FAET FET FA&T
At 1 January n—A—H 32,095 8,633,629 8,665,724
Sales/issuance HE, BT — 4,286,560 4,286,560
Redemption on maturity A 5l BR B BE [ (32,095) (3,449,821) (3,481,916)
Transfer to level 1 (Note) #EREFIR (T — (38,060) (38,060)
Net gain recognised in 8 5 T R R W F AR
profit or loss — (1,996,100) (1,996,100)
At 31 December 2019 RZZE—NF
+=—A=+—H — 7,436,208 7,436,208
Note: The structured note issued was related to an investment in M&E: BRTEBUEEEEERN —X
a pre-IPO company. The company was listed in the Stock BRAMBENARNKE -
Exchange during the year, thus the fair value of the investment AR RS i
and structured note was based on quoted market price. IZREREBERBEOR

FETDERAB/HE -
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(continued)

() Financial instruments in Level 3 (continued)

30. Fair value measurements of financial instruments

Below is a summary of significant unobservable inputs to
the valuation of financial instruments as at 30 June 2020
and 31 December 2019:

As at 30 June 2020

30. eI AN AT EFEHE)

(c) ZE3IRXEMIAHE)

TYAELRMTER T _TF
NAZTHEERZZE-NF+=
A=+ —HEENEREELSH
RI2HUPE

R-B-BFA=+H

Valuation technique Significant unobservable input Average  Sensitivity of the fair value to the input
EEH® EXRLBR2B FYy  LATFEHSBMEEE
Unlisted debt security Discount cash flows Discount rate N/A 10% increase or decrease in the discount rate, the fair value
would be increased by HK$2.3 million or decreased by
HK$2.3 million, respectively
FIMEBES BRRSRE BRE @R EHAEEMAA 0% RAFEREAREMLIEE L
BP23EEET
Unlisted convertible Recent transaction price  N/A N/A - N/A
security
FEMAARE 5 AR HER TER TEA @R
Financial products Market approach Pricing multiples of market 2045 10% increase or decrease in the underlying stock price,
comparable companies used to the fair value would be increased by HK$182 million or
determine the estimated equity decreased by HK$182 million, respectively.
value of the Project Company:
- Price to earnings multiple
SRHER 5% ARETRANAEIREBENTS 2045  ERRELAIEEI0S RATESAAEMBESEE TR
TELRRANTERE: PIBEBAT
-TRE
Financial products Net asset value N/A N/A - N/A
EREM EEFE TER TEA @R
Financial products Recent transaction price  N/A N/A N/A
EREM fHR5ER TER TER TER
Debt securities in issue  Market approach Pricing multiples of market 2045 10% increase or decrease in the underlying stock price,
comparable companies used to the fair value would be increased by HK$182 million or
determine the estimated equity decreased by HK$182 million, respectively.
value of the Project Company:
- Price to earnings multiple
BETEBES 5% ARERRANAGTREEBENTS 2045  BERELAIEEINS ATESSAEMBEEETIR
MELRAANTERE: NMBEEBET -
-hR%
Debt securities in issue  Net asset value N/A N/A- N/A
BRETERES EERE TER TER TER
Debt securities in issue  Recent transaction price N/A N/A N/A
BETEKES AR HER TER TEA @R
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() Financial instruments in Level 3 (continued)

As at 31 December 2019

30. Fair value measurements of financial instruments

o 30 S 285 e o B

30. eI AN AT EFEE)

(c) ZHE3IRXEMIAHE)
R-Z—hnF+=-A=+—H

Valuation technique Significant unobservable input Average  Sensitivity of the fair value to the input
AR EXEEERZY T ATEUZEHNHEE
Financial products Market approach Pricing multiples of market 78 10% increase or decrease in the underlying stock price,
comparable companies used to the fair value would be increased by HK$70 million or
determine the estimated equity decreased by HK$70 million, respectively.
value of the Project Company:
- Price to earnings multiple
TRER 5 ARETRANAETREBENTS 78 BERELAIEEIS RFEAAREN0EEE LIRS
NERRARANEERY: NEEET -
-TR%
Financial products Net asset value N/A N/A - N/A
SRHER EEFE TER rER TER
Financial products and Discount cash flows Discount rate 12% 10% increase or decrease in the discount rate, the fair
unlisted convertible value would be increased by HK$33,000 or decreased by
promissory note HK$33,000, respectively.
SRERRELTARRA HRRERE BRE 2%  EEFEEEMGH 0% RTEEEHHIEN33,000% T A
EES $33,000% 7T ©
Debt securities in issue  Market approach Pricing multiples of market 78 10% increase or decrease in the underlying stock price,
comparable companies used to the fair value would be increased by HK$70 million or
determine the estimated equity decreased by HK$70 million, respectively.
value of the Project Company:
- Price to earnings multiple
BREITERES 5 ARETRANAETREBENTS 78 BERELAIKEEIS RFEAAREN0EEE TS
ERRARANEERY: NEEET -
-TR%
Debt securities in issue  Net asset value N/A N/A - N/A
BREITEHES EEFE TER rER TER
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31.

Update of the
pandemic

impact of the coronavirus

The outbreak of COVID-19 in Hong Kong and many countries
started in early 2020 and continues up to the date of this interim
report. This has caused unprecedented disruption to business
and economic activity. Since the start of the outbreak, the
Group has implemented preventive and contingency measures
to minimize the impacts to our business activities. These
measures include work from home arrangement, cross-border
business travel restriction and alternate office working teams
etc.

The outbreak also causes volatility in the financial markets and
the Group's robust risk management framework has minimized
the adverse impact on the Group's financial performance.

The duration of the COVID-19 outbreak still remains uncertain
and the extent of its impact is unpredictable in this volatile
situation. It is believed that COVID-19 will continue to affect
the global financial market for a continued period of time. The
Group has a strong capital base and healthy liquidity position
which will enable the Group to navigate through this period of
uncertainty.

31.

FEFEREEENRRE
#

—ECEFNEARZEBREF T
R BEXAPHEESEHMOERE -
BB BT N AR OE R B & BRI R
FAR  pRERELE AKECE
MeZ BRI K ESEENEDRE
HUAEEEHEIONZE - % F
EHRERERR ALY BREIK
R Ndm & A A NEF -

RIETERERT S KB TE - MA
SEBETMNAREEERD&ZAR
ERERBEHASERBEREANT
MEE -

MERBEAEREDARMD w5
BERRTRBYERENE LR
it A HTE A KRB KKRE
A BETR2MERTS - A% E
BAREREE - REMARARE - BA
BRENTRER -
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