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Financial Highlights

For the six months ended 30 June

2017 2016 Change
HK$’'000 HK$'000 %

Fee and commission income
— brokerage 289,210 211,132 37.0%
— corporate finance 441,590 157,105 181.1%
— asset management 14,513 13,756 55%
Income from loans and financing 641,556 633,137 1.3%
Gains from financial products, market making and investments 173,089 195,771 -11.6%
Revenue 1,559,958 1,210,901 28.8%
Profit for the period 726,052 541,180 34.2%
Profit attributable to equity holders of the Company 673,507 536,704 25.5%
Basic earnings per share (HK cents) 9.74 7.81 24.7%
Diluted earnings per share (HK cents) 9.67 7.73 25.1%
Dividend per share (HK cents) 4.5 3.0 50.0%
Equity per ordinary share (HK$) (Note) 1.20 1.15 4.3%

2017 Revenue and profit mix

-

® Asset management
1% / 0%

® Corporate finance
28% / 28%

® Brokerage
19% / 18%

-~~~ Revenue mix (outer circle)
- - - - Profit mix (inner circle)

® Loans and financing
41% / 40%

® Financial products,

market making and investments
1% / 14%

Note:

Based on 6,920,877,674 shares (30 June 2016: 6,881,605,013 shares)
as at 30 June 2017, being 6,993,765,074 shares issued and fully
paid less 72,887,400 shares held under the Company's share award
scheme (30 June 2016: 6,950,273,413 shares issued and fully paid
less 68,668,400 shares held under the Company's share award
scheme).
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Management Discussion and Analysis

|u

Guotai Junan International Holdings Limited (“Company” or “Guotai Junan International” or “we”, together with its
subsidiaries, the “"Group”) provides a range of innovative financial products and services, including a one-stop trading
platform for global markets, professional corporate finance, loans and financing services, highly diversified products etc., to
facilitate financing and investment opportunities for Mainland Chinese and overseas companies and investors. The Group's
businesses include brokerage, corporate finance, asset management, loans and financing as well as financial products,
market making and investments. In recent years, leveraging on its diversified business lines and benefiting from the rapid
development of loans and financing, corporate finance, fixed income, structured products and market making businesses,
the Group has shifted its focus from the traditional fee-based brokerage to wealth management with a wide range of tailored
financial products and services to maximize returns for investors.

For the six months ended 30 June 2017, we have been dedicating ourselves to strengthen the full range of businesses. We are
pleased to report to our shareholders that the Group achieved a profit after tax of HK$726.1 million (2016: HK$541.2 million)
for the period ended 30 June 2017, representing an increase of 34.2% as compared to the corresponding period of 2016.
During the period under review, the Group's corporate finance and financial products businesses increased significantly,
resulting in the increases of the corresponding income by 181.1% and 68.0% respectively.

Market Review

Macro environment

For the period ended 30 June 2017, the global economy experienced continuous recovery as the policies promulgated
by the well-developed countries, such as the US and the European countries, became more certain, and the prices of bulk
commodities stabilized gradually. Statistics of the labour markets and other economic factors of these well-developed
countries started to pick up, while consumers and investors’ confidence has been strengthened. Following the interest rate
hike in December 2016, the US Federal Reserve announced upward adjustments in the Federal Funds Rate in March and June
of 2017 respectively, each by 0.25%.

For the six months ended 30 June 2017, the growth pace of the China’s economy surpassed most of the emerging countries
and recorded a year-on-year increase of 6.9% in Gross Domestic Product. The economic structure had shown sustainable
improvement as consumption and investment sectors enjoyed steady growth, meanwhile RMB exchange rate became
moderate with the range of decline considerably narrowed down during the period. Besides, albeit the fact that China still
maintained relatively high domestic debts level, the admission of A shares into MSCI (Morgan Stanley Capital International)
index was favourable to the investment atmosphere, and the improvement in PMI (Purchasing Managers' Index) and sales
data also reflected a prosperous macro-economy, which strongly enhanced investors’ confidence.

The Hong Kong Stock Market

The ideal global economic momentum along with the Stock Connect between the Mainland China and Hong Kong had
provided favourable conditions for southbound capital flow from the Mainland China for the six months ended 30 June 2017.
The Hang Seng Index rose to 25,765 as of 30 June 2017, representing a year-on-year increase of 23.9% and a growth of 17.1%
over that of 31 December 2016. Driven by the overall optimistic market sentiments, the average daily turnover of the Hong
Kong stock market surged to approximately HK$76.0 billion, up 12.6% as compared with approximately HK$67.5 billion for
the same period last year.

For the period ended 30 June 2017, the IPO market and debt issuance market of Hong Kong had shown a flourishing trend.
According to the statistics published by the Stock Exchange, there were 72 newly listed companies in the first six months
ended 30 June 2017, representing an increase of 80.0% as compared with 40 for the same period of last year. Total funds
raised through IPOs were approximately HK$53.6 billion, accounting for a growth of 22.9% as compared with approximately
HK$43.6 billion for the same period of last year. In addition, based on the statistics published by Bloomberg, for the period
ended 30 June 2017, the aggregate amount of G3 currencies (i.e. the US dollar, Euro and Yen) — denominated debt issuance
(excluding Japan) amounted to approximately US$167.4 billion, which was 82.2% higher than approximately US$91.9 billion
for the same period of last year.
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Management Discussion and Analysis

Major Developments of the Company

For the six months ended 30 June 2017, Guotai Junan International demonstrated impressive strength in financial services.
With the comprehensive and effective risk management system, a solid foundation has been laid for the healthy and rapid
development of the Company’s business, the core businesses such as corporate finance and financial products continued to
prosper. Following the Company’s credit rating upgrade, together with the stronger synergies achieved from the cooperation
with parent company and financial institutions of Mainland China, each of Company’s business areas experienced sustained
optimization and development.

A financial institution with leading credit rating in Hong Kong

For the period ended 30 June 2017, the Group's international credit ratings have seen upgraded steadily. In February 2017,
Moody’s Investors Service raised the Group’s individual rating to “Ba1”, maintained the long-term and short-term (local/
foreign currency) issuer rating at Baa2/P-2, and changed the long-term issuer rating outlook from “negative” to “stable”. In
June 2017, the S&P Global Ratings raised the Group's long-term issuer rating to “BBB+" with “stable” outlook. As of 30 June
2017, the Group's international credit ratings have been upgraded to the highest level among Mainland China brokerage
firms in Hong Kong. The leading credit ratings will constantly optimize the Group financial cost structure and conditions.

Maintained the leading position in corporate finance market

For the six months ended 30 June 2017, the corporate finance team of the Group has completed seven IPO projects,
including the one of Guotai Junan Securities Co., Ltd. (“Guotai Junan Securities”, Stock code: 2611.HK/601211.SS) which was
the largest IPO in the market in the first half of 2017 with HK$17.2 billion raised. The Group served a pivotal role in this project
as the sponsor, leading global coordinator and bookrunner. In the Jilin Jiutai Rural Commercial Bank Corporation Limited
(Stock code: 6122.HK) IPO project, the fourth-largest IPO in the market for the first half of the year, the Group served key roles
as the sole sponsor, leading global coordinator and joint bookrunner. The Group ranked Number One for the number of IPO
deals it undertook as a sponsor in Hong Kong market during the period (Source: Dealogic).

For the period ended 30 June 2017, the Group's debt capital market team actively grasped business opportunities and
maintained good communications with investors. The Group was able to maintain its leading position in the industry with
outstanding performance which surpassed the full-year record made last year in terms of the number of bonds issued and the
income generated.

The Growth of financial product business remained robust

For the period ended 30 June 2017, the growth of financial product business of the Group remained rapid. Our team adhered
to the principle of being “customer-oriented” and devoted to offering appropriate products customized for different market
environments, assisting clients with effective control against downside risks in their investment portfolio and at the same
time, to achieve potential upside returns. On the other hand, the Group has been proactively expanding and diversifying
its financing channels, building up and strengthening partnership with trading counterparties such as major international
investment banks to effectively minimize financing costs as well as provide financial products with higher competitiveness and
efficiency to clients.

High Industry Recognition on Fast Developments of Core Businesses

Based on our strong risk management system, the corporate finance and financial products businesses were able to maintain
fast development and gain well recognition of clients and industry. In May 2017, the Group received several key awards
from Bloomberg Businessweek/Chinese Edition in its Financial Institution Awards 2017, including the “Excellence Award”

in categories of “Securities Company of the Year”, “Corporate Finance” and “Urban Investment Bond"” respectively, and
“Outstanding Award” in “Derivatives Provider of the Year”.

Launched premium wealth management platform

The Group has been deeply rooted in Hong Kong for over 20 years with increasing number of clients amounting to more
than 130,000, and accumulated a solid high net worth client base. Leveraging on its diversifying and outstanding services, the
brokerage business of the Company has introduced the leading securities service club brand of its parent company called
“Jun Hong Wealth Management (£5,8 & & 2)” to Hong Kong, under which the Group offers more sophisticated and
customized financial services to its high net worth clients, including the opportunities of meeting representatives of listed
companies, preferential financing interest rates and exclusive investment updates, which has received enthusiastic responses
from our clients.

Established strategic alliance between brokers and banks

In April 2017, the Group entered into a strategic cooperation framework agreement with Shanghai Pudong Development
Bank Co. Ltd. for a mutual and all-rounded cooperation, as well as to address the increasing and diverse needs in respect
of cross-border financing from Mainland Chinese individuals, corporations and institutional clients. At the same time, the
cooperation will strengthen and expand each party’s client resources and business bases.
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Management Discussion and Analysis

Business and Financial Review

For the period ended 30 June 2017, due to the overall recovering market conditions, the Group has shown outstanding
growth in corporate finance and financial products businesses. The revenue of the Group increased by 28.8% to HK$1,560.0
million (2016: HK$1,210.9 million) for the period ended 30 June 2017. A breakdown of the revenue is set out below:

For the period ended 30 June

2017 2016

HK$'000 % HK$'000 %

Fee and commission income
— brokerage 289,210 18.5 211,132 17.4
— corporate finance 441,590 28.3 157,105 13.0
— asset management 14,513 1.0 13,756 1.1
Income from loans and financing 641,556 41.1 633,137 52.3
Gains from financial products, market making and investments 173,089 11.1 195,771 16.2
1,559,958 100.0 1,210,901 100.0

Brokerage

Affected by various positive factors including the year-on-year increase in the market average turnover in Hong Kong, the
revenue of the Group generated from the brokerage business increased by 37.0% to HK$289.2 million for the period ended
30 June 2017 (2016: HK$211.1 million). The breakdown of the revenue of the brokerage business is set out below:

For the period ended 30 June

2017 2016
HK$'000 % HK$'000 %
Securities 248,282 85.8 160,336 76.0
Futures and options 13,812 4.8 27,374 13.0
Leveraged foreign exchange 1,500 0.5 1,355 0.6
Insurance 7.823 2.7 5116 24
Handling income 17,793 6.2 16,951 8.0
289,210 100.0 211,132 100.0

The number of Group's professional investor clients has enjoyed a tremendous increase of 125.0% during the first six months
of 2017 as compared to the end of last year. Overall, the Group successfully recruited 1,916 high-quality new clients with an
average account balance of approximately HK$8 million each, soared by 381.8% compared with that of the new accounts
in the corresponding period of last year. Furthermore, the total clients’ assets under custody have increased by 12.1% to
HK$191.7 billion during the period as compared to the end of last year. A reliable and efficient online trading platform
is crucial to the expansion of our business, especially to individual clients. During the period under review, 80.0% of the
brokerage commission was generated from our online trading system and 78.0% of the brokerage commission was from
individual investors.
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Due to market competitions, the brokerage income from futures and options decreased by 49.5% to HK$13.8 million (2016:
HK$27.4 million) for the period ended 30 June 2017. The income from leveraged foreign exchange business was HK$1.5
million (2016: HK$1.4 million) during the period, representing an increase of 10.7% as compared to the same period last year.

We are committed to developing insurance brokerage services for our clients through cooperating with experienced market
participants. The income from insurance brokerage increased by 52.9% to HK$7.8 million (2016: HK$5.1 million) for the period
ended 30 June 2017.

Handling income from brokerage business also increased by 5.0% to HK$17.8 million (2016: HK$17.0 million) for the period
ended 30 June 2017.

Corporate Finance

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

For the period ended 30 June

2017 2016
HK$'000 % HK$'000 %
Placing, underwriting and sub-underwriting commission
— Debt capital markets 147,579 33.4 66,220 42.2
— Equity capital markets 231,963 52.5 43,958 28.0
Consultancy and financial advisory fee 62,048 14.1 46,927 29.8
441,590 100.0 157,105 100.0

We endeavor to provide a range of high quality advisory services on corporate transactions as well as debt and equity capital
market services to Hong Kong, China and international clients, which include acting as sponsor for the listing of securities
on the Main Board and the Growth Enterprise Market in Hong Kong, providing corporate finance and compliance advisory
services and delivering a variety of services such as underwriting and placements in the primary and secondary equity capital
and debt markets.

For the period ended 30 June 2017, the Group strived to maintain leading position in debt capital market in Hong Kong. We
participated in 30 debt issue exercises in Hong Kong (2016: 16 debt issue exercises), and assisted corporates to raise HK$63.2
billion in the Hong Kong debt capital market. The income from debt capital markets substantially increased by 122.9% to
HK$147.6 million (2016: HK$66.2 million) for the period ended 30 June 2017.

For the period ended 30 June 2017, the Group completed seven IPO deals, in which we acted as sponsor for five companies,
global coordinator for four companies as well as book runner for three companies. In the secondary market, we acted as
placing agent for two placing exercises and underwriter for two rights issue transactions. We assisted corporates to raise more
than HK$23.4 billion in the primary market, nearly half of the total fund raising size in the market during the period, as well
as HK$1.38 billion in the secondary market in Hong Kong. The income generated from equity capital markets substantially
increased by 427.7% to HK$232.0 million (2016: HK$44.0 million) for the period ended 30 June 2017.

For the six months ended 30 June 2017, corporate finance advisory activities were active. We were appointed as financial
advisor for six projects and acted as compliance advisor for 35 companies during the period. The income generated from
consultancy and financial advisory services significantly increased by 32.2% to HK$62.0 million (2016: HK$46.9 million) for the
period ended 30 June 2017.
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Management Discussion and Analysis

Asset Management

We provided a series of asset management services including portfolio management, investment advice and transaction
execution to individual clients, private and public funds. Income from asset management business increased by 5.5% to
HK$14.5 million for the period ended 30 June 2017 (2016: HK$13.8 million).

Loans and Financing

The income from the overall loans and financing business recorded a moderate increase of 1.3% to HK$641.6 million (2016:
HK$633.1 million) for the period ended 30 June 2017.

To further strengthen our loans and financing business and to lay solid foundation for long-term, stable business growth,
the Group placed great efforts in restructuring the margin loan portfolio in the first half of 2017 based on its prudent risk
management strategy, in order to control and minimise our exposure on small capital stocks with low liquidity. During the
course of the restructuring, our average margin loan balance decreased by 5.3% to HK$12,639.4 million (2016: HK$13,350.1
million) and the income from margin loan business decreased by 7.4% to HK$513.0 million (2016: HK$553.9 million).

Other than the margin loan business, the Group also engaged in term loan business to satisfy our customers’ financing needs
in multiple aspects, including provision of short-term merger and acquisition financing. The income from term loan business
increased by 29.1% to HK$35.3 million (2016: HK$27.3 million).

The Group also engaged in securities borrowing and lending business. Interest income from securities borrowing and lending
decreased by 31.6% to HK$7.5 million for the period ended 30 June 2017 (2016: HK$11.0 million).

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

For the period ended 30 June

2017 2016
HK$'000 % HK$'000 %
Margin loans 513,000 80.0 553,877 87.5
Term loans 35,308 55 27,347 4.3
Securities borrowing and lending 7,509 1.1 10,976 1.7
IPO loans 509 0.1 74 0.0
Banks and others 85,230 13.3 40,863 6.5
641,556 100.0 633,137 100.0

Financial products, market making and investments

The Group holds financial assets for business development, provision of sophisticated financial products and market
making purposes. After the substantial market fluctuation in the middle of 2015, investors’ risk appetite decreased
and they tend to look for low risk investment products with acceptable level of leverage. The Group took advantage
of lowered funding cost and strong business partnership with large-scale international financial institutions and
substantially increased the competitiveness and business capacity, thus providing clients with a wide range of
tailor-made financial products according to their needs and risk appetite. As a result, the income from financial products
business significantly increased by 68.0% to HK$104.2 million (2016: HK$62.1 million). For the period ended 30 June 2017,
the income from market making business increased by 33.1% to HK$142.9 million (2016: HK$107.4 million). The Group makes
investment for the purpose of supporting the development of its corporate finance and institutional business. For the period
ended 30 June 2017, the loss on investments was HK$74.0 million (2016: HK$26.3 million income).
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Results of Financial Position

The Group's total assets increased by 9.4% to HK$49,211.7 million as at 30 June 2017 (31 December 2016: HK$45,000.7
million).

The Group's total liabilities increased by 11.8% to HK$38,537.2 million as at 30 June 2017 (31 December 2016: HK$34,466.9
million).

The equity attributable to holders of ordinary shares increased by 1.7% to HK$8,314.1 million (31 December 2016: HK$8,175.2
million) as at 30 June 2017. The leverage ratio (defined as total assets less accounts payable to clients divided by total equity)
was 3.5 times as at 30 June 2017 (31 December 2016: 3.1 times).

Liquidity, Financial Resources and Capital Structure

As at 30 June 2017, the net current assets of the Group decreased by 14.6% to HK$10,125.3 million (31 December 2016:
HK$11,854.2 million). The Group's current ratio was at 1.26 times as at 30 June 2017 (31 December 2016: 1.37 times).

The Group had a net cash outflow of HK$203.4 million (2016: HK$445.0 million) for the period ended 30 June 2017 and the
Group's bank balance was HK$1,761.0 million as at 30 June 2017 (31 December 2016: HK$1,964.4 million). As at 30 June
2017, the Group had outstanding bank borrowings of HK$7,332.9 million (31 December 2016: HK$8,911.4 million), which were
obtained through facilities with a number of banks.

To provide resources for the expansion of fast growing financial product business, in February 2017, the Company through
its subsidiary managed to launch a US$1,000,000,000 Guaranteed Structured Note Programme under which unlisted notes
denominated in a currency determined by the issuer may be issued from time to time. On 3 July 2017, the Company also
successfully renewed the Medium Term Note Programme up to HK$15,000,000,000 (or the equivalent in other currencies at
the date of issue) pursuant to which both listed and unlisted notes may be issued. The structured notes issued in the first
half of 2017 in relation to financial products amounted to HK$7,169.4 million (31 December 2016: HK$5,647.5 million) and the
notes outstanding as at 30 June 2017 were HK$1,135.3 million (31 December 2016: HK$175.7 million).

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

The Group monitors its capital structure in order 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 complied with their respective liquid capital requirements during the
period and up to the date of this report.

Other than the information disclosed above, there were no other equity or debt instruments issued by the Group during the
period and at the end of the period.

Outlook and Future Plans

It is expected that the second half of 2017 will be full of challenges. Although the global economy experienced recovery,
uncertainties spawned by the possibility of further interest rate hike, Brexit progress, elections of certain European countries
and global scaled deleverage will unavoidably cast shadows in global markets and economic development in the remaining
period of 2017.
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In the Mainland China, given that capital control is strengthening, economic growth is steady and interest rates are climbing,
the value of the RMB is expected to stabilize. The mutual access between stock markets in Hong Kong and the Mainland
China is bringing a positive impact on the transaction volume of Hong Kong stock market over the long run. The inclusion of
China A-shares in the MSCl index improves the market sentiment in Hong Kong. The Belt and Road Initiative is also expected
to inject a fresh surge of energy to the economy of the Mainland China and Hong Kong.

In the second half of 2017, the Group will continue to exert itself in securing all cross border business opportunities that may
arise from the mutual access of Hong Kong and the Mainland China markets and the Belt and Road Initiative. Adhering to our
strategy of “risk management creates value”, and based on our effective risk management system, the Group will continue to
steadily increase the market share of our core businesses and generate new source of revenue by providing one-stop wealth
management services with highly diversified and innovative products. Despite uncertainties of global market, we will move
ahead by fully leveraging on our core competitive strengths so as to bring reliable return to our investors and shareholders.

Material Acquisitions, Disposals and Significant Investments

For the six months ended 30 June 2017, the Group had not made any material acquisitions and disposal of subsidiaries and
associated companies. As at 30 June 2017, the Group did not hold any significant investments.

Purchase, Sale or Redemption of the Company’s Listed Securities

Neither the Company nor any of its subsidiaries had purchased, sold or redeemed any of the Company’s listed securities
during the six months ended 30 June 2017 other than as an agent for the trustee of the Company'’s share award scheme.

Charges on the Group’s Assets

No asset of the Group was subject to any charge as at 30 June 2017 and 31 December 2016.

Operating Lease Commitment, Capital Commitment and Other Commitment

Details of operating lease commitment, capital commitment and other commitment of the Group are set out in note 27 to the

interim financial information.

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 2017, we had 403 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 award have been granted to
the directors (the “Directors”) and employees in recognition and acknowledgement of their contribution made to or to be
made to the Group. Other benefits offered by the Group includes mandatory provident fund scheme and medical and dental

insurance.
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Risk Management

The Group has classified different risks into following categories: strategic, credit, liquidity, market, operational, legal and
compliance, reputational, concentration and unknown risk.

Strategic Risks

The Group faces significant strategic risks due to the challenging regulatory and competitive environments in which we
operate, in addition to the fast-paced development of new products and technologies in the financial services industry.

Strategic risk is embedded in every front line unit and other major risk types can impact strategic risk.

We manage strategic risk through the following principles:

° We proactively consider strategic risk throughout the strategic planning process.
° We set strategies within the context of our overall risk appetite.
° We track the performance of the strategic plan and analyze progress throughout the year.

The strategic plan is reviewed and approved annually by the Board of Directors alongside the capital plan, financial operating
plan and risk appetite. Significant strategic actions, such as capital actions, material acquisitions and divestitures are reviewed
and approved by the Executive Committee and Board of Directors.

Credit Risk

Credit risk is created when the Group commits to, or enters into, an agreement with a borrower or counterparty. Credit risk is
the potential loss arising from the inability or failure of a borrower or counterparty to meet its contractual obligations.

The Group manage credit risk to a borrower or counterparty based on their risk profile, which includes assessing repayment
sources, underlying collateral (if any), and the expected impact of the current and forward-looking economic impacts on the
borrower or counterparties.

The Group has established Asset and Liability management and Investment Committee (ALCO), which sets the total loan and
credit limits, and Credit Committee, which oversees equity margin financing business, and Risk Committee, which provides
independent supervision of all credit risk metrics and limits. Risk Management Department is responsible for providing
key inputs to margin financing policies, designing risk metrics, setting key risk thresholds, jointly approving material credit
transactions and performs an independent risk monitoring and limit overage escalation.

Credit Risk Management includes the following processes:

Credit origination

Various front line units engage in credit origination in different products with a wide range of clients.

o The main business unit is equity financing department which extends temporary or term loans to margin financing
clients.

° Some prime brokerage clients may also borrow from the Group based on a portfolio of collaterals.

° In brokerage business like stock trading, futures and leveraged FX trading, the Group may extend short term credit to

clients in various circumstances, if margin calls are waived on exception basis.

o Furthermore, as the fixed income and equity derivatives business grows, the Group is exposed to counterparty credit
risk in derivatives and securities financing transactions. The Group has established a set of processes which ensure
credit extension to clients or counterparties follows internal standards. In particular, to mitigate counterparty credit
risk, the Group has signed ISDA and CSA agreements and approves trades on deal-by-deal basis. Rating-based
counterparty limits are also an effective control.
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Portfolio management

Once credit has been extended, the Group has processes in place to monitor the credit risk exposure at both individual and
portfolio levels. The Group assesses the key credit risk exposure under both normal and stress scenarios and manage the
credit risk primarily through establishing and monitoring limits.

Loss mitigation activities

At times, the borrowers and counterparties fail to fulfill their obligations and the Group takes actions to mitigate and manage
the losses. The detailed procedures for recovery of loss are documented in each business unit's operational manuals. If a
loss is deemed to be unable to be recovered, credit provisions or write off will be made that loss as based on accounting
principles.

Impairment

The Group has elected to early adopt HKFRS 9 which is applied retrospectively from 1 January 2017. HKFRS 9 introduces new
requirements for 1) the classification and measurement of financial assets and financial liabilities, 2) impairment for financial
assets and 3) general hedge accounting. The HKFRS 9 impairment requirements are based on an expected credit loss model,
replacing the incurred loss methodology model under HKAS 39. Details of key changes and the impact of HKFRS 9 on the
Group are set out in note 2 of the interim financial information.

Liquidity Risk
Liquidity risk is the potential inability to meet contractual or contingent financial obligations, either on or off balance sheet,

as they come due. All of the operations and activities impact the liquidity risk profile. ALCO is the primary body to supervise
the liquidity risk while Finance Department performs daily monitoring and controlling of liquidity risk.

The primary objective of risk management is to ensure the Group can meet all contractual and contingent financial
obligations at all times, including during periods of stress. The Group manages our liquidity position through lines of
businesses and asset liability management activities, as well as through our legal entity funding strategy, on both a forward
and current basis.

The Group diversifies our sources of funding, both short term and long term, through bank loans, perpetual bonds issuance,
rights issue, MTN program etc.

The Group's operating units are subject to various statutory liquidity requirements as prescribed by the regulators. The Group
has put in place monitoring system to ensure that it maintains adequate liquid capital to fund its financial obligations and
to comply with the relevant Securities and Futures (Financial Resources) Rules (Cap.571N). As a safeguard, the Group has
maintained stand-by banking facilities to meet any contingency in its operations.

Market Risk

Market risk is the risk that changes in market conditions may adversely impact the value of assets or liabilities, or otherwise
negatively impact earnings. Market risk is composed of price risk, interest rate risk and foreign exchange risk.

Price risk is the risk to current or anticipated earnings or capital arising from changes in value of either portfolios of trading
positions or obligations that entered into as part of distributing risks. These portfolios typically are subject to daily price
movements and are accounted for primarily on a mark to market basis. This risk occurs most significantly from market making,
dealing, and position taking in interest rate, foreign exchange, equity, commodities and credit markets.

In addition, the Group also faces potential credit loss due to market risk in margin financing business, futures and leveraged
brokerage businesses when the market comes down drastically. The Group's exposure to underwriting commitments will also
be affected at times of market volatility.
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The Risk Committee and ALCO jointly set risk appetites and limits, and provide oversight of balance sheet management and
investments. Risk Management Department performs day-to-day identification, measurement, monitoring and controlling
of aggregated market risks and reports back to Risk Committee on a regular basis. The Group has established policies and
procedures for monitoring and controlling the price risk arising in the ordinary and usual course of business. Stress tests will
be performed on regular basis and when necessary.

On a daily basis, market risk reports from all business units are produced by internal risk management systems. On a monthly
basis, Risk Management Department reports to Risk Committee on aggregated risks across all business lines, limit utilization
and overage summary, and material concentrated risks.

Operational Risk

Operational risk is the risk of loss resulting from inadequate or failed internal processes, people and systems, or from
external events. An operational loss event can be associated with any of the following seven categories: internal fraud,
external fraud, employment practices and workplace safety, clients, products and business practices, damage to physical
assets, business disruption and system failures, and execution, delivery and process management. Cyber security risk, a key
emerging operational risk in financial industry, includes distributed denial of service attack, attack against systems containing
transaction records and disclosure of restricted, and confidential, material nonpublic information via compromise of internal
systems.

Since operational risk is inherent in every activity across the Group, the Group relies on all employees to contribute to an
effective internal control environment and manage operational risk within their roles. Operational risk must be managed by
all employees as part of our day-to-day activities.

Management level Risk Committee is the primary body to supervise enterprise operational risk. In addition, a centralized
Operational Risk Working Group (OPWG), with members from front line units, Risk, Audit, Compliance, IT, Settlement,
Finance, Legal and Human Resources, is set up as the primary contact for all operational risk issues. Certain control
departments are assigned as primary coordinator for specific categories of operational risk. At enterprise level, OPWG serves
as a cross departmental body for identification, assessment, monitoring, controlling and reporting of operational risk.

Operational risk is reported to Risk Committee. This report includes key findings from OPWG and all control departments. It
provides a panoramic view of the company’s assessment of operational risk and actionable items.

Legal and Compliance Risks

Legal risk mainly includes the financial risk and reputational risk resulting from (i) defective contracts, documentation or
transactional structures which may lead to contractual or legal claims against the Group; (i) the inability or failure to effectively
manage litigation or other dispute resolution proceedings; and (iii) legal consequences of the Compliance Risk. These risks
can also be caused by change of law.

Compliance Risk is the risk of impairment of our integrity. It is a failure (or perceived failure) to comply with our values and
the compliance risk-related laws, regulations and standards that are relevant to the specific financial services offered by a
business unit, which could damage the reputation and lead to legal or regulatory sanctions and/or financial loss.

The Group manages legal and compliance risks through an integrated set of controls and processes that are responsive
to external and internal risks. Business and support units are responsible for proactive identification, management and
escalation of legal and compliance risks across the Group. Legal and Compliance Departments are responsible for setting
companywide policies and procedures and provides an independent challenge and oversight to the business and support
units.

Risk Committee is the primary body to provide oversight of legal and compliance risks while Legal and Compliance
functions perform identification, assessment, mitigation and control of legal and compliance risks. Transparency of legal and
compliance risk is critical to effective risk management. Legal and Compliance functions produce regular report on key risks
which are reviewed by Risk Committee and Board of Directors.
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Reputational Risk

Reputational risk is the potential risk that negative perceptions of the Group’s conduct of business practices may adversely
impact its profitability or operations through an inability to establish new or maintain existing customer/client relationships.

Reputational risk is evaluated along with all of the risk categories and throughout the risk management process. The Group
manages reputational risk through established policies and controls in our businesses and risk management processes. In
each front line unit, reputational risk is mitigated through key activities such as:

° New product review and approval process to identify potential reputational risks.
o Client selection and due diligence process to ensure all key risks are assessed before client is on boarding.

Executive Committee and Risk Committee provide primary oversight of reputational risk. At front line unit level, business
activities that contain the following types of elements or characteristics should be considered necessary to be approved by
these committees:

o Business activities that presents significant legal, regulatory or headline risks.
° Violation of, or deviation from, the company'’s policies.
. Concerns about client identity, money laundering, potential criminal activity.

Ultimately, to protect the Group's reputation, monitoring and oversight of reputational risk is integrated into the overall
governance process, as well as the roles and accountabilities of all our employees. Transparency around reputational risk is
critical to effective risk management. The Group reports reputational risks and key risk indicators to Risk Committee regularly
through the monthly risk report.

Concentration Risk

Concentration risk refers to any single exposure or group of similar, correlated exposures that exceed risk tolerance levels
and/or have the potential to produce losses large enough to threaten the Group's performance, condition or reputation.

Concentrations can arise with respect to individual exposures, industries, countries, geographic regions, products, asset
classes, and any other category that fits the Group's definition of concentration risk (e.g., tenor, currency, funding source,
market infrastructure/vendors). The Group has multiple business lines including brokerage, margin financing, corporate
finance, asset management, and sales and trading. Typical concentrations arise from stocks or clients with margin financing
and corporate finance businesses, and issuer/industry concentration across sales and trading and asset management.

Risk Management Department regularly monitors the key and relevant concentration risks and report to Risk committee
for review. We have risk appetite and limits related to relevant and material concentrations to ensure appropriate visibility
into risks that manifest themselves across businesses or risk types as part of our ongoing effort to ensure concentrations are
effectively identified, measured, monitored and controlled.

Unknown Risk

Unknown risk refers to a situation where we are unable to identify, or not even being aware of, that we are actually taking
some risks. This is often referred to as “unknown unknowns” and requires the company to continuously review and challenge
its own identification and assessment of risks, and build up a strong risk culture which encourages open debate and proper
escalation process.

This risk is primarily mitigated through building up strong risk culture which stipulates that managing risk is everyone'’s job and
a strong sense of ownership. The Group encourage open debate of all risks and effective challenge of different teams and
functions.

In addition, the management committees, which assume primary responsibility for managing strategic risk, are responsible
for regularly reviewing key assumptions in identifying risks. Furthermore, internal audit function provides an independent
assessment of hidden risks across all business in auditing exercises.
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Interim Dividend

The Board recommends the payment of interim dividend of HK$0.045 per ordinary share for the six months ended 30 June
2017 to the shareholders whose names appear on the register of members of the Company on 7 September 2017. The
dividend will be payable on or about 26 September 2017.

Closure of Register of Members

The register of members of the Company will be closed from Thursday, 7 September 2017 to Tuesday, 12 September 2017
for ascertaining shareholders’ entitlement to the proposed interim dividend. No transfer of shares will be registered on
these days. In order to qualify for the proposed interim dividend, shareholders should ensure that all transfer documents,
accompanied by the relevant share certificates, are lodged with the Company’s Hong Kong Share Registrar, Computershare
Hong Kong Investor Services Limited, at Shops 1712- 1716, 17th Floor, Hopewell Centre, No.183 Queen’s Road East,
Wanchai, Hong Kong, for registration no later than 4:30 p.m. on Wednesday, 6 September 2017.

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

As at 30 June 2017, the interests and short positions of the Directors or their associates in the share capital of the Company or
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 ordinary shares and underlying shares of the Company

Approximate

Number of percentage

underlying of the

Number of shares held Company'’s

Long/short Number of awarded under equity total issued

Name of director positions share held share held derivatives Total share capital
YIM Fung Long 60,579,955 6,405,000 - 66,984,955 0.96%
WONG Tung Ching Long 6,910,564 5,341,000 - 12,251,564 0.18%
Ql Haiying Long 579,000 2,517,000 9,000,000 12,096,000 0.17%
LI Guangjie Long 6,126,970 2,281,000 - 8,407,970 0.12%
FU Tingmei Long 1,512,096 - - 1,512,096 0.02%
SONG Ming Long 1,512,096 - - 1,512,096 0.02%
TSANG Yiu Keung Long 1,512,096 - - 1,512,096 0.02%
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Save as disclosed above, as at 30 June 2017, none of the Directors or chief executives of the Company had any interests or
short positions in the shares, underlying shares or debentures of the Company or any of its associated corporations which
had 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 entered 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.

Shared-Based Compensation Scheme

The Company operates two equity-settled share-based compensation schemes including a share option scheme (the
“Share Option Scheme”) and a share award scheme (the “Share Award Scheme”) for the purpose of assisting in recruiting,
retaining and motivating key staff members. Eligible participants of the schemes include the Company’s Directors (including
Independent Non-executive Directors) and other employees of the Group.

Share Option Scheme

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

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

Share options granted to a Director or chief executive of the Company, or to any of their associates, are subject to approval
in advance by the independent non-executive directors. In addition, any share options granted to 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 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 grant 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.

For the six months ended 30 June 2017, no share option has been granted by the Company.

28,463,932 share options were exercised during the period ended 30 June 2017 (2016: 15,965,212).
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Movements of the share options under the Share Option Scheme for the period ended 30 June 2017 are as follows:

Weighted

Exercise average

priceof  Share price share price
share  immediately immediately Exercise
optionsat  preceding Options Options Options ~ preceding price of
dateof the grant held at granted  Exercised Lapsed held at the exercise share
Name of Date of Options grant date 1 January during during during 30 June date options
participants grant granted (HKS) (HKS) 2017 theperiod  theperiod  the period 2017 (HKS) (HKS)

Directors

YIM Fung 24042012 6,000,000 250 251 - - - - - - 0.827
10/1/2014 4,750,000 382 372 478759 — (478759 - - 244 1.264
WONG Tung Ching ~ 24/42012 3,000,000 250 251 - - - - - - 0.827
101/2014 2,500,000 38 32521182 = (2521182) - - 242 1.264
QI Haiying 11/6/2015 3,000,000 14.56 1362 9,000,000 - - = 9,000,000 - 4.854
LI Guangjie 24412012 1,500,000 250 251 - - - - - - 0.827
101/2014 1,250,000 382 372 1,259.8% - (1,259.89) - - 247 1.264
FU Tingmei 2442012 500,000 250 251 - - - - - - 0.827
SONG Ming 2442012 500,000 250 251 - - - - - - 0.827
TSANG YiuKeung — 24/4/2012 500,000 250 251 - - - - - - 0.827
Employees 24042012 26,500,000 250 251 11767,48 - - = 11757248 - 0.827
10/1/2014 40,250,000 382 372 67440329 = (19,89,258) — 47545071 253 1264
11/6/2015 1,500,000 14.56 1362 4,500,000 - - — 4500000 - 4.854
Others (Former 24042012 1,500,000 250 251 - - - - - - 0.827
Executive Director)  10/1/2014 1,250,000 382 372 - - - - - - 1.264
Inaggregate 24412012 40,000,000 250 251 11,757,248 - - — 11,767,248 - 0.827
10/1/2014 50,000,000 382 372 76,009,003 — (28463932 — 47545071 250 1.264
11/6/2015 4,500,000 14.56 1362 13,500,000 - - — 13,500,000 - -

On 13 July 2017, 10,000,000 share options have been granted to the Directors and employees with the exercise price of
$2.44 per share. One-third of the share options granted will be vested on the first, second and third anniversaries of the date
of grant respectively. The closing price of the Company’s share on the date of grant of the share options was HK$2.44 per
share. The option period of the share option is from 13 July 2017 to 12 July 2027. Among the share options granted, a total
of 3,200,000 share options were granted to the Directors of the Company as follows:

Name of participants

Number of share options granted

Directors

YIM Fung 800,000
WONG Tung Ching 800,000
Ql Haiying 800,000
LI Guangjie 800,000
Employees 6,800,000
In aggregate 10,000,000
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Share Award Scheme

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

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

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

No payment to purchase shares shall be made to the trustee of the Share Award Scheme and no instructions to acquire shares
shall be given to the trustee under the scheme where any Director of the Company is in possession of unpublished price
sensitive information in relation to the Company or where dealings by Directors are prohibited under any code or rules and
applicable laws from time to time.

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.

As of 30 June 2017, the Company has granted in aggregate of 91,815,000 (31 December 2016: 65,187,000) Awarded Shares
which represents 56.0% of the limit of the Share Award Scheme.

The remaining number of the Awarded Shares can be awarded under the Share Award Scheme is 72,185,000 (31 December
2016: 98,813,000), representing 1.03% (31 December 2016: 1.42%) of the total number of issued shares, 6,993,765,074 (31
December 2016: 6,965,301,142) shares, of the Company as of 30 June 2017.

Details of the Awarded Shares granted and unvested as at 30 June 2017 are set out below:

Average Number of Number of Number of

fair value Number Awarded Awarded Awarded
Date of Award per share of shares Shares Shares Shares
Shares granted (HKS) awarded vested lapsed unvested Vesting date
15/4/2015 3.29 34,653,000 (23,673,000 (516,000) 10,464,000 30/11/2017
18/4/2016 2.79 27,987,000 (10,128,000 (876,000) 8,239,000  30/11/2017

8,212,000 30/11/2018

58,000 04/10/2017

58,000 04/10/2018

208,000  31/03/2018

208,000 31/03/2019

13/4/2017 2.44 26,628,000 (745,000) (464,000) 8,511,000 30/11/2017
8,468,000 30/11/2018

8,440,000 30/11/2019
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802,000 Awarded Shares lapsed prior to their vesting date as a result of staff resignations for the six months ended 30 June
2017 (2016: 659,000 Awarded Shares).

Movements of Awarded Shares under the Share Award Scheme for the six months ended 30 June 2017 are as follows:

Awarded
Shares at Granted Lapsed Vested Awarded
Name of 1 January during during during Shares at
participants 2017 the period the period the period 30 June 2017 Vesting date

Directors
YIM Fung 4,568,000 1,837,000 — — 4,400,000 30/11/2017
1,393,000 30/11/2018
612,000 30/11/2019

WONG Tung Ching 3,487,000 1,854,000 — — 3,179,000  30/11/2017
1,544,000 30/11/2018
618,000 30/11/2019

Ql Haiying 1,157,000 1,360,000 — — 1,033,000 30/11/2017
1,031,000 30/11/2018
453,000 30/11/2019

LI Guangjie 1,391,000 890,000 — — 1,225,000 30/11/2017
760,000 30/11/2018
296,000 30/11/2019

Employees 18,715,000 20,687,000 (802,000) (2,278,000) 58,000 04/10/2017
17,377,000 30/11/2017

208,000 31/03/2018

58,000 04/10/2018

11,952,000 30/11/2018

208,000 31/03/2019

6,461,000 30/11/2019

In aggregate 29,318,000 26,628,000 (802,000) (2,278,000) 58,000 04/10/2017
27,214,000  30/11/2017

208,000 31/03/2018

58,000 04/10/2018

16,680,000 30/11/2018

208,000 31/03/2019

8,440,000 30/11/2019
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Directors’ Rights to Acquire Shares or Debenture

Save as the Share Option Scheme and the Share Award Scheme disclosed above, for the period ended 30 June 2017, the
Company or any of its subsidiaries has not signed any agreements to enable the Directors to acquire benefits by means of
acquisition of shares or debt securities (including debentures) of the Company or any other body corporate and none of the
Directors, their spouses or children under the age of 18 had any rights to subscribe for securities of the Company, or had

exercised any such rights.

Substantial Shareholders’ and Other Person’s Interests and Short Positions in Shares and
Underlying Shares

As at 30 June 2017, the following persons (not being a Director of the Company) have interests or short positions in the shares
and underlying shares of the Company which have 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:

Approximate percentage
of issued share capital

Number of shares of the Company
Name of shareholders Long positions  Short positions Long positions Short positions
Guotai Junan Holdings Limited 4,527,057,800 Nil 64.73% Nil
Guotai Junan Financial Holdings Limited (Note) 4,527,057,800 Nil 64.73% Nil
Guotai Junan Securities Co., Ltd. (Note) 4,527,057,800 Nil 64.73% Nil
Shanghai International Group Co., Ltd. (Note) 4,527,057,800 Nil 64.73% Nil

Note: Guotai Junan Holdings Limited is wholly owned by Guotai Junan Financial Holdings Limited which in turn is a wholly-owned
subsidiary of Guotai Junan Securities Co., Ltd.. Guotai Junan Securities Co., Ltd. is a controlled corporation of Shanghai International
Group Co., Ltd.. Accordingly, Guotai Junan Financial Holdings Limited, Guotai Junan Securities Co., Ltd. and Shanghai International
Group Co., Ltd. are deemed to have the same interest in the shares of the Company as Guotai Junan Holdings Limited.

Save as disclosed above, as at 30 June 2017, the Company has not been notified by any persons (other than Directors or
the chief executive of the Company) who had interests or short positions in the shares or underlying shares of the Company
which would fall to be 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.

Disclosure Pursuant to Rule 13.21 of the Listing Rules

On 29 April 2015, the Company (as guarantor) and its wholly-owned subsidiary, Guotai Junan (Hong Kong) Limited (as
borrower), entered into a facility agreement (the “Facility Agreement A”) with certain financial institutions (as lenders) in
respect of a revolving loan facility and a term loan facility in an aggregate amount of HK$10,500 million for a term of 3 years.
Under the Facility Agreement A, it will be an event of default if Guotai Junan Securities Co., Ltd., the controlling shareholder
of the Company, does not, or cease to directly or indirectly own, legally and beneficially, at least 51% of the interest of the
Company. In case of an event of default, the lenders may, by notice to borrower (i) cancel all or part of the loan; and/or (ii)
declare all or part of the loan, together with accrued interest, and all other amounts accrued or outstanding under the Facility
Agreement A be immediately due and payable and/or (iii) declare that all or part of the loan become payable on demand.
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On 21 August 2017, the Company (as guarantor) and its wholly owned subsidiary, Guotai Junan (Hong Kong) Limited (as
borrower), entered into a facility agreement (the “Facility Agreement B”) with a group of financial institutions (as lenders)
in respect of a HK$/US$ dual currency revolving loan facility in an aggregate amount equal to HK$8,000 million for a term
of 3 years. Under the Facility Agreement B, 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 in the Company or does not, or cease to, control the Company. In case of an event of default, 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 B 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

For the six months ended 30 June 2017, the Company has adopted the code provisions set out in the Corporate Governance
Code contained in Appendix 14 to the Rules Governing the Listing of Securities on the Stock Exchange (the “Listing Rules”)
as its own code of corporate governance. During the period, save as disclosed below, the Company has complied with all the
code provisions as set out in the Corporate Governance Code.

In respect of code provision A.2.1, the roles of Chairman and Chief Executive Officer of the Company are not separated and
are not performed by two different individuals. The Directors consider that vesting the two roles in the same person provides
the Group with strong and consistent leadership in the development and execution of the Group's business strategies and is
beneficial to the Group.

Compliance with the Model Code

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers (the “Model Code”)
as set out in the Appendix 10 of the Listing Rules regarding securities transactions by its Directors. The Company has made
specific enquiry with all Directors regarding any noncompliance with the Model Code. All the Directors confirmed that they
have fully complied with the required standard set out in the Model Code during the period commencing from 8 July 2010
(being the date on which the shares of the Company first commenced dealing on the Stock Exchange) to the date of this
interim report.

Change of Information of Directors

Dr. YIM Fung has been redesignated from “Non-executive Director” to “Independent Non-executive Director” of Shenzhen
International Holdings Limited on 17 May 2017.

Mr. XIE Lebin appointed as a Non-executive Director and a member of the Remuneration Committee of the Company on 19
June 2017.

Mr. LIU Yiyong appointed as a Non-executive Director and a member of the Risk Committee of the Company on 19 June
2017.

Mr. FU Tingmei resigned as an Independent Non-executive Director of Beijing Enterprises Holdings Limited on 22 June 2017.

Mr. TSANG Yiu Keung retired as an Independent Non-executive Director of CITIC International Financial Holdings Limited on
31 March 2017 and resigned as an Independent Non-executive Director of China CITIC Bank International Limited on 1 April
2017.

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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Remuneration Committee

The remuneration committee was established on 19 June 2010. The committee currently comprises three independent non-
executive Directors, Dr. Fu Tingmei (Chairman), Dr. Song Ming and Mr. Tsang Yiu Keung; and one non-executive Director, Mr.
XIE Lebin. The responsibilities of the committee include setting remuneration policy of the Group and fixing remuneration
packages of the executive Directors and the Board as a whole in accordance with the Listing Rules and the Articles of
Association of the Company.

Audit Committee

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

The audit committee of the Company has reviewed with the management the accounting principles and practices adopted
by the Group and discussed internal controls and financial reporting matters including a general review of the consolidated
interim financial information for the six months ended 30 June 2017. The Group's external auditor has carried out a review
of the interim financial information in accordance with the Hong Kong Standard on Review Engagements 2410 “Review of
Interim Financial Information Performed by the Independent Auditor of the Entity” issued by the Hong Kong Institute of
Certified Public Accountants.

Nomination Committee

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

Risk Committee

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

By order of the Board
YIM Fung
Chairman

Hong Kong, 23 August 2017
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Report on Review of Interim Financial Information

R B ENFNRE

Ernst & Young
22/F, CITIC Tower
1 Tim Mei Avenue
Central, Hong Kong

EY::

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

Introduction

We have reviewed the interim financial information set out on pages 48 to
120, which comprises the condensed consolidated statement of financial
position of Guotai Junan International Holdings Limited (the “Company”)
and its subsidiaries (together, the “Group”) as at 30 June 2017 and the
related condensed consolidated statement of profit or loss and other
comprehensive income, the condensed consolidated statement of changes
in equity and the condensed consolidated statement of cash flows for the
six-month period then ended, and other explanatory notes. The Main Board
Listing Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited require the preparation of a report on interim financial
information to be in compliance with the relevant provisions thereof and
Hong Kong Accounting Standard 34 “Interim Financial Reporting” (“HKAS
34") issued by the Hong Kong Institute of Certified Public Accountants.

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

Scope of Review

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

Conclusion

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

Certified Public Accountants

Hong Kong

23 August 2017
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income
FHRFEERREMEE KGR

For the six months ended

30 June
BE/A=1HIEER
2017 2016
—Z—+tF —F—NF
Unaudited Unaudited
RiE®IX REEZ
HK$'000 HK$'000
TH#T FAT
Revenue U 55 4 1,559,958 1,210,901
Other income HAd A 1,149 1,450
Revenue and other income s R H g A 1,561,107 1,212,351
Staff costs B TR 5 (338,102) (241,694)
Commission to account executives EEXERE (27,832) (31,871)
Depreciation e (19,674) (16,982)
Other operating expenses Hh s spis (141,701) (111,248)
Operating profit 4T R 1,033,798 810,556
Finance costs A& AN 6 (162,568) (171,018)
Profit before tax R %5 A ) 7 871,230 639,538
Income tax expense FrERE X 8 (145,178) (98,358)
Profit for the period KRR F 726,052 541,180
Other comprehensive income HAaRtZ2Eka
for the period, net of tax HIKRE
— Exchange difference on translation —SNERE H =5
of foreign exchange (1,140) (€0)
Total comprehensive income HrazEkaEE
for the period 724,912 541,120

48 Guotai Junan International Holdings Limited | 2017 Interim Report



Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income
FRFeRERREMZEKRER

For the six months ended

30 June

#BENA=THILNRER

2017

—E—tF
Unaudited
RIEER
HK$'000
FTHET

2016
AN
Unaudited
REEZ
HK$'000
FAT

Profit for the period attributable to: FE(EEA R R F 725,952 541,074
Owners of the parent BRRHAE A 673,507 536,704
Holders of other equities instruments HmERTEFHAA 52,445 4,370
Non-controlling interests IR R A 100 106

726,052 541,180

Total comprehensive income FEMREAA 2 RSB %8 ¢
for the period attributable to: 724,812 541,014
Owners of the parent ISNEIE ¥ =N 672,367 536,644
Holders of other equities instruments HibgER T EEB A 52,445 4,370
Non-controlling interests FEPE IR = 100 106

724,912 541,120

Earnings per share attributable to B E) i E R B R G
ordinary equity holders of the parent SEREF
— Basic (in HK cents) — BEARABIET) 10(a) 9.74 7.81
— Diluted (in HK cents) —EEE (ABLED) 10(b) 9.67 7.73
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Condensed Consolidated Statement of Financial Position

B BRGR S MR &

As at As at
30 June 31 December
2017 2016
R-S—tFE | RZT—XRF
AB=+H |t=ZA=+—H
Unaudited Audited
RiEEE REZ
HK$'000 HK$'000
F#ET BT
Non-current assets IFRENRE
Property, plant and equipment LI 485,426 493,559
Intangible assets B EE 2,823 2,823
Deferred tax assets EIEFIIRE B 8,342 3,162
Other assets Hih&EE 12,883 10,168
Loans and advances to customers LI REHE R R 11 30,000 251,478
Financial assets at fair value through RAFEFAE RN
profit or loss EREE 14 52,037 51,701
Total non-current assets ERHIEEH 591,511 812,891
Current assets mEEE
Loans and advances to customers BFREHE R R 1M 12,169,087 14,286,666
Receivable from reverse repurchase f2 1) [0 % 173 5% P WAL SR IE
agreements 16 645,076 480,782
Accounts receivable FEU RIA 13 4,249,863 1,495,924
Prepayments, deposits and BfSRE  '7Ek
other receivables Hofth fE UL kI8 124,467 151,470
Financial assets at fair value through BAFEF ABEN
profit or loss SREE 14 17,820,898 13,261,624
Derivative financial instruments TTEERT A 15 95,379 122,001
Tax recoverable ] Y B i I8 11,419 24,072
Client trust bank balances KPP EFERITAERR 11,742,921 12,400,917
Cash and cash equivalents BHe RIBEZEEY 1,761,033 1,964,398
Total current assets MENRERE 48,620,143 44,187,854
Current liabilities wHAE
Accounts payable FEF 2RI 17 (14,554,679) (14,871,038)
Other payables and accrued liabilities Hih et Roa et aE (336,865) (271,681)
Derivative financial instruments TESMTA 15 (77,540) (130,083)
Bank borrowings IRITE 18 (7,332,850) (6,811,433)
Debt securities in issue BETERES 19 (8,304,704) (5,823,241)
— At amortised cost — IR SRR AN (1,135,323) (175,710)
— Designated at fair value through —EEEAFMEEA
profit or loss Bz (7,169,381) (5,647,531)
Financial liabilities at fair value through BAFEFABREN
profit or loss EMERE 20 (4,327,667) (3,485,520)
Obligations under repurchase agreements B 17 MO (& 78 21 (3,422,199) (930,958)
Tax payable FE IR (138,299) (9,695)
Total current liabilities mERABREH (38,494,803) (32,333,649)
Net current assets ENEERE 10,125,340 11,854,205
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Condensed Consolidated Statement of Financial Position
IGEEER SR S e

As at As at
30 June 31 December
2017 2016
B-—=—tf RIE—RF
NB=+H |t—A=+—H
Unaudited Audited
RIBER BTz
HK$'000 HK$'000
TF#xT FET
Total assets less current liabilities HBEMBERTDHAR 10,716,851 12,667,096
Non-current liabilities ERBAR
Bank borrowings IRITER 18 — (2,100,000)
Deferred tax liabilities EEFIBAE (42,383) (33,262)
(42,383) (2,133,262)
Net assets HERE 10,674,468 10,533,834
Equity ER
Share capital TN 23 6,100,705 6,054,025
Other reserve HinfEE (1,236,460) (1,236,460)
Currency translation reserve EismE s (541) 599
Share-based compensation reserves AR D A EL R v (B 107,835 88,902
— Share option reserve — BB S 24 40,713 48,266
— Share award reserve — B& 1 SR B 25 67,122 40,636
Shares held under the share award scheme 1RIR D SBT3 A B IR (D 26 (240,283) (214,323)
Retained profits IREB = 3,582,845 3,482,455
Equity attributable to holders of 3 AR AR R PE (L i 2
ordinary shares 8,314,101 8,175,198
Equity attributable to holders of HMERTAERSEA
other equity instruments b= 22 2,346,755 2,346,685
10,660,856 10,521,883
Non-controlling interests R = 13,612 11,951
Total equity anyE 10,674,468 10,533,834
Dr. YIM Fung Ms. QI Haiying
MiEiEt BT
Director Director
2 Ea
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Condensed Consolidated Statement of Changes in Equity
HRGEEREEHR

Equity attributable to owners of the parent
BARHBABKRES

Shares
held under
the share
Currency Share award Other
translation Share award  scheme equity Non-

Share Other  reserve option  reserve @RI  Retained instrument controlling Total
capital  reserve  KMHE  reseve  BRRE  REiHY profits #fo Total interests equity
R RER i BREER i wERBR  REER  HRIR &t FEBER  HGeN
HK$'000  HK$'000  HK$'000  HK$'000  HKS'000  HK$'000  HK$'000  HKS'000  HK$'000  HKS'000  HKS'000
Fin FiEn TR TR TR TR T T T T Fin

Unaudited REEHG
Balance at 1 January 2017 REE—tE-F-AMEHR 6,054,025 (1,236,460) 599 48,266 40,636 (214,323) 3,482,455 2,346,685 10,521,883 11,951 10,533,834
HKFRS 9 adjustment onretained 1R I5A BB A5 2RI H 95

eamings REARAEHEE - - - - - - (263787) - (263787) - (263787)
Total comprehensive income HremhRes

for the period - - (1,140 - - — 673507 52445 724,812 100 724912
Capital contribution from minority ~ H @R ELTE

interests - - - - - - - - - 1,561 1,561
Recognition of equity-settled BANEREENRD A

share-based payments (Note 5)  EBREIRIFR(Hf3E5) - - - 3149 32787 - - - 3596 - 3596
Purchase of shares held under the  BEERER (7 #8312

share award scheme (Note 26) AR (A (3E26) - - - - - (2999 - - (299%) - (299%)
Vesting of shares for the share R 2B EIEBR(

award scheme (Notes 25and 26)  (fiiF25:26) - - - - (6,301) 4,035 2,050 - (216) - (216)
Shares issued upon exercise of  REERRIERHEIE e

share options under the share  EERRIEIETEMELTH

option scheme (Note 24) TRfa (Bis24) 46,680 - — (10702 - - — - 35,978 - 35,978
Perpetual securities distribution X EF£ AR - - - - - - - (2375 (52375) - (52379)
Final dividend for 2016 (Note ) —Z—AEXRERS (K:9) - - - - - - (311,380) - (311,380 — (311,380
Balance at 30 June 2017 RZE—tEAA=THRALSR 6,100,705 (1,236,460) (541) 40,713 67,122 (240,283) 3,582,845 2,346,755 10,660,856 13,612 10,674,468
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Condensed Consolidated Statement of Changes in Equity
HRSEEEE TR

Equity attributable to owners of the parent

& B
Shares
held under
the share
Currency Share award Other
translation Share award equity Non-
Share Other  reserve option reserve Retained  instrument controlling Total
capital reseve  EHAE reserve B i Eft interests equity
RE Rtk i ‘ e * ‘ 12 FhhER A
HKS000  HKS000  HKS000  HK$000  HK$000  HK$000 HK$'000 HK$'000
A THL Thr Thr Thr Thn B B AT AT THR
Unaudited REEHG
Balance at 1 January 2016 RZE-—nE-A-Ri&H 6,004,362 (1,236,460) (129) 44469 50948 (199643 2960013 — 163564 11,693 7635257
Total comprehensive income HrEmhReE
for the period — - (60) — — — 541,074 — 541,014 106 541,120
Capital contribution from minority ~ H &R ELSTE
interests - — — — — — — — — 1,551 1,551
Recognition of equity-settled BANEREE R
share-based payments (Note 5 ARR 3 (Fi355) - - — 8,921 3252 = = = 4447 = 4447
Purchase of shares held under the  BEERER (A #8512
share award scheme (Note 26) AR (Fs) = - - = = 3715 = - (3715 - (3715
Vesting of shares for the share R 2B &I BR(
award scheme (Notes 25and 26)  (Hf3525%26) - - - = (19,344) 1235 6989 = = = =
Shares issued upon exercise of  REERRIEFH B e
share options under the share  EERRIEIETEMELTH
option scheme (Note 24) Tla (Bs24) 25,894 — = (5,714) = = = = 20,180 = 20,180
Issuance of perpetual securities Tk EE% - - - - - - — 239651 2329651 — 2309651
Perpetual securities distribution X EEH7 & = - - = = = (4.370) 4370 = - =
Final dividend for 2015(Note ) —E-RERHRE (Fi:9) = = = = = — (253 — @532 — @53
Interim dividend for 016 paidto TR SRR E %
minority interests* S Ehfiker - - - - - - - - - (1,500) (1,500)
Balance at 30 June 2016 RIZ-AEAAZTROER 6000256 (1236460 (185 47,676 64130 (191,003 3228385 233021 10276820 11850 10288670
* Interim dividend paid to minority shareholders of a subsidiary. * B AR D EBRA T RS -
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Condensed Consolidated Statement of Cash Flows
HRGEHERER

For the six months ended
30 June
#EXNA=1THIREA

54

2017

—Z—tF
Unaudited
FEBEX
HK$’'000
F#Ex

2016
—F—NF
Unaudited
NS EZ
HK$'000
FHT

Net cash flows used in operating activities EZZEFRARSKERHE 28 (743,126) (5,304,961)
Cash flows from investing activities BRETHHERE
Purchases of property, plant and equipment  BEEW% - BE &R (11,541) (5,885)
Net cash flows used in investing activities BEEHFMRES e R (11,541) (5,885)
Cash flows from financing activities METHHERE
Dividend paid to shareholders ZATARERARS 9 (311,596) (275,321)
Dividend paid to minority interest holders S BB RS AR S — (1,500)
Capital contribution from minority LHRRERTE

interest holders 1,561 1,551
Proceeds from issuance of debt securities BITERESSHRIE 6,384,056 3,004,735
Repayment of debt securities BBEKES (3,902,593) (1,512,281)
(Net payment of)/net proceeds from BITER(SHFRE) B

bank loans RIEFHE (1,578,583) 2,623,616
Net proceeds from the issuance of EITHMER T AMS

other equity instrument FRIEF 22 — 2,329,651
Distribution on other equity instruments HitiEm TEDIR (52,375) —
Net proceeds from the issuance of shares R B8 I A P 1 T {38 T B AT ARAD

upon exercise of share options FriSFRIB% 58 24 35,978 20,180
Purchase of shares held under the BERIBA BT 8

share award scheme i+ 5 B AR AR 26 (29,995) (3,715)
Net cash flows from financing activities BB EHHESRERE 546,453 6,186,916
Net (decrease)/increase in cash and HeRREEEMRD)

cash equivalents BB E (208,214) 876,070
Cash and cash equivalents at beginning HURSRESESEY

of period (excluding time deposit with (TBEERIBAAZR

original maturity more than three month) =18 A &9 BfF 00 1,954,398 2,408,666
Effect of foreign exchange rate changes, net  [ER &85 2558 (1,140) (60)
Effect of impairment allowance on HeRRSZEBYRMERE

cash and cash equivalents, net SFENTE 1 =
Cash and cash equivalents at end of period HARBESMALSZEY 1,745,033 3,284,676
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Condensed Consolidated Statement of Cash Flows
FHHGAEERER

For the six months ended

30 June
BE/A=1HIEER
2017 2016
—Z2—+tF AN
Unaudited Unaudited
RiE®IX NS EZ
HK$'000 HK$'000
TH#T FHT
Analysis of balances of cash and ReRBE&ERYIM
cash equivalents BRaW
Cash and bank balances e RIBITAEER 1,658,033 1,891,540
Non-pledged time deposits with Bl REIEAE T2 =18 A &9
original maturity of less than RIBIRE TR
three months when acquired 87,000 1,393,136
Cash and cash equivalents as stated in RIRERERT R
the statement of cash flow RERELZEY 1,745,033 3,284,676
Non-pledged time deposits with EERBIBAR R =E A8
original maturity more than A E T
three months when acquired 16,000 6,207
Cash and cash equivalents as stated in R FE AR R R AP A
the statement of financial position B4 RIBSEEY 1,761,033 3,290,883
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Notes to the Interim Financial Information

o 5 B 5 R B

General Information

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

and investments.

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

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

This unaudited interim financial information was approved by the Board
of Directors (the “Board”) for issue on 23 August 2017.
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Notes to the Interim Financial Information

Basis of Preparation and Changes in Accounting
Policies

The unaudited interim financial information for the six months ended
30 June 2017 has been prepared in accordance with Hong Kong
Accounting Standard (“HKAS") 34 “Interim Financial Reporting”
issued by the Hong Kong Institute of Certified Public Accountants (the
"HKICPA"). The unaudited interim financial information should be read
in conjunction with the audited consolidated financial statements of
the Group for the year ended 31 December 2016, which have been
prepared in accordance with Hong Kong Financial Reporting Standards
("HKFRSs").

The financial information relating to the year ended 31 December 2016
that is included in the Interim Report 2017 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 2016 to the Registrar of Companies as required
by section 662(3) of, and Part 3 of Schedule 6 to, the Companies
Ordinance.

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

o 5 B 7 R R
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Notes to the Interim Financial Information
FP HA B 7 B R R A

2. Basis of Preparation and Changes in Accounting
Policies (continued)

The accounting policies and basis of preparation applied in the
preparation of the unaudited interim financial information and the use

of certain critical accounting judgments and estimates are the same

as those used in the audited consolidated financial statements for the

year ended 31 December 2016 disclosed in the 2016 annual report of

the Company, except for the changes in accounting polices relating

to financial instruments due to the early adoption of HKFRS? and the
revised HKFRSs as described below.

(a)

Early adoption of HKFRS 9

The Group has elected to early adopt HKFRS 9 which is applied
retrospectively from 1 January 2017. As permitted by the
transitional provisions of HKFRS 9, the Group was elected not
to restate comparative figures. Any adjustments to the carrying
amounts of financial assets and liabilities at the date of transition
were recognised in the opening retained earnings of the current
period.

The adoption of HKFRS 9 resulted in the following changes to the
Group's accounting policies:

Financial assets

The Group classifies its financial assets as subsequently measured
at either amortised cost or fair value depending on the Group's
business model for managing the financial assets and the
contractual cash flow characteristics of the financial assets.

A financial asset is measured at amortised cost only if both of the
following conditions are met:

- it is held within a business model whose objective is to hold
assets in order to collect contractual cash flows; and

- the contractual terms of the financial asset represent
contractual cash flows that are solely payments of principal
and interest.
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Notes to the Interim Financial Information

2. Basis of Preparation and Changes in Accounting
Policies (continued)

(a)

Early adoption of HKFRS 9 (continued)

Financial liabilities

Financial liabilities continue to be measured at either amortised
cost or fair value through profit or loss (“FVTPL"). The criteria for
designating a financial liability at FVTPL by applying the fair value
option remains unchanged.

Changes in the fair value of financial liabilities designated at
FVTPL, that are attributable to changes in the instrument’s credit
risk, are now presented in other comprehensive income.

Impairment

The HKFRS 9 impairment requirements are based on an expected
credit loss model, replacing the incurred loss methodology
model under HKAS 39. Key changes in the Group’s accounting
policy for impairment of financial assets are listed below.

The Group applies simplified approach to measure expected
credit losses ("ECL") on accounts receivable; and general
approach to measure ECL on loans and advances to customers,
time deposits and other financial assets accounted for at
amortised cost as well as loan commitment.

Under the simplified approach, the Group measures the loss
allowance at an amount equal to lifetime ECL.

Under the general approach, financial assets migrate through the
following three stages based on the change in credit risk since
initial recognition:

Stage 1: 12-months ECL

For exposures where there has not been a significant increase
in credit risk since initial recognition and that are not credit-
impaired upon origination, the portion of the lifetime ECL
associated with the probability of default events occurring within
the next 12 months is recognised.
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Notes to the Interim Financial Information
FP HA B 7 B R R A

2.

Basis of Preparation and Changes in Accounting
Policies (continued)

(a)

Early adoption of HKFRS 9 (continued)

Impairment (continued)

Stage 2: Lifetime ECL — not credit-impaired

For exposures where there has been a significant increase in
credit risk since initial recognition but are not credit impaired, a
lifetime ECL (i.e. reflecting the remaining lifetime of the financial
asset) is recognised.

Stage 3: Lifetime ECL - credit-impaired

Exposures are assessed as credit-impaired when one or more
events that have a detrimental impact on the estimated future
cash flows of that asset have occurred. For exposures that have
become credit-impaired, a lifetime ECL is recognised and interest
revenue is calculated by applying the effective interest rate to the
amortised cost (net of provision) rather than the gross carrying
amount.

At each reporting date, the Group assesses whether there has
been a significant increase in credit risk for exposures since initial
recognition by comparing the risk of default occurring over the
expected life between the reporting date and the date of initial
recognition. The Group considers reasonable and supportable
information that is relevant and available without undue cost or
effort for this purpose. This includes quantitative and qualitative
information and also, forward-looking analysis. For certain
portfolio of margin loans, the Group rebuts the presumption that
there have been significant increases in credit risk since initial
recognition when financial assets are more than 30 days past
due as management considers the probability of default is highly
correlated with the collateral value rather than the past due days.

The Group assesses whether the credit risk on an exposure has
increased significantly on an individual or collective basis. For
the purposes of a collective evaluation of impairment, financial
instruments are grouped on the basis of shared credit risk
characteristics, taking into account instrument type, remaining
term to maturity and other relevant factors.
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Notes to the Interim Financial Information

2. Basis of Preparation and Changes in Accounting
Policies (continued)

(a)

Early adoption of HKFRS 9 (continued)

Impairment (continued)

Stage 3: Lifetime ECL - credit-impaired (continued)

The amount of ECL is measured as the probability-weighted
present value of all cash shortfalls over the expected life of the
financial asset discounted at its original effective interest rate.
The cash shortfall is the difference between all contractual cash
flows that are due to the Group and all the cash flows that the
Group expects to receive. The amount of the loss is recognized
using a provision for doubtful debts account.

If, in a subsequent period, credit quality improves and reverses
any previously assessed significant increase in credit risk since
origination, then the provision for doubtful debts reverts from
lifetime ECL to 12-months ECL.

Set out below are disclosures relating to the impact of the
adoption of HKFRS 9 on the Group:

(i)  Classification and measurement of financial instruments

On 1 January 2017, the Group's management has assessed
which business models apply to the financial assets held by
the Group at the date of initial application of HKFRS 9 (1
January 2017) and has classified its financial instruments into
the appropriate HKFRS 9 categories.

As a result, all financial assets classified as loans and
receivables under HKAS 39 has been classified as amortised
cost under HKFRS 9. Also, all financial assets previously
classified as FVTPL (either held for trading or designated)
remain classified as FVTPL under HKFRS 9.

o 5 B 7 R R

2. RUBRERSHBKRER »

(a)

RERMBEEMBREER
B (#E)

H1E ()

FIER L BB
BX—1=EHE(E)

BEHERBANSEAERE
REBRFEER NS/ T AET
FHAMBRE N EEM A BT
ERE - RE TN ERAMEHE
REEBHEHNRERERRE
BB BRI AR 2R EME R
Z8 - BRESBRARKEBRE

2
u/jmJ\ S

HRERSE  EEERNER
BORAMIGEELEAREER
RBRrREELR - BIBRERE
i A A HIR FRHE B R IRTE
AT EANEEEREX -

TXEBERNBBTEREER
FEORHAEENTE ¢

() SBTANDERE

RZZE—+tF—H—81"
REBEEREENHRI L
ERBEBI B EERE
HeH(ZE—tF—A—
B)EMAEBEFFE SR
EERAMNEREERN
THESRTASEAS
B SIS AR EORIET
HERER -

Bt - ERREESS
RERIEVRDERERR
BUFENEREEDR
BEBW IS LR W
FRAEBERA - B
RBEEMEREERFE
%o MBEMDBR/ER
FEFABEGFIEERN
BEINEREEDNRE
BB AFEF B -

BRAZEBERAR AR | 2017 F RS

61



Notes to the Interim Financial Information
R HA B 7% B R EE

2. Basis of Preparation and Changes in Accounting
Policies (continued)

(a) Early adoption of HKFRS 9 (continued)

Impairment (continued)

Stage 3: Lifetime ECL - credit-impaired (continued)

(i)

Classification and measurement of financial instruments
(continued)

Financial liabilities classified as FVTPL (either held for
trading or designated) under HKAS 39 has remained
classified as FVTPL under HKFRS 9.

Reconciliation of statement of financial position balances
from HKAS 39 to HKFRS 9

For financial assets subject to ECL impairment, the carrying
amounts in accordance with HKAS 39 has been remeasured
upon transition to HKFRS 9 on 1 January 2017. The
reconciliation of carrying amount in accordance with HKAS
39 and HKFRS 9 is as follow:

Loans and advances to customers AT EFHE R RBH

Accounts receivable e FRIA

Prepayments, deposits and BRFRE - e REMER
other receivables A

Client trust bank balances REEZRTES

Cash and cash equivalents RekREEY

2. RUBRERSHBKRER »

(a)

HKAS 39
carrying
amount as at
31 December
2016
RIB—RE
+ZRA=+—H
BREESH
HERIE395®
HEEMIREE
HK$'000
THET
14,538,144
1,495,924

151,470
12,400,917
1,964,398

RERMBEBVBHREER
B (#)

HE(E)

FIEER - L BHAEEA
BX—1=EHE(E)

(i)

(i)

Remeasurement
(ECL allowance)

SHTAND AR E
(4)

RBEBMHRE LT
B RBEEEENSE
WA BRBAFEA
BEneRARRFEER
SIEE)IDRBERIRAF
BFF AtEz -

HEB G EREI9HE
BEBBMBRELEF
SRR SRR G BR

FEETERERBARE
NeRMEEMS @ RRBRA
BT REAIFE 39K E W
REEER - —+tF—
BA—BBEEZHBUBR
BB ERE -
RIEE A ERFEI95%
AR BB IS R A RS 95R

STEMEREEHRANT -
HKFRS 9
carrying
amount as at
1 January
2017
R-B—t%F
—R—H
EfitE BREERY
(RRAER  HEERIER
RKE0R) AtHAREE
HK$'000 HK$'000
THET FHEL
(236,346) 14,301,798
(4,753) 1,491,171
(110) 151,360
(22,332) 12,378,585
(97) 1,964,301
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Notes to the Interim Financial Information
P HA B 3% R R

2. Basis of Preparation and Changes in Accounting 2. REEERSHBFEH o
Policies (continued)

(@) Early adoption of HKFRS 9 (continued) (a) RERHFABYHREEL
FoW (&)
Impairment (continued) JB1E (42)
Stage 3: Lifetime ECL - credit-impaired (continued) FE3EE L R 8 7E A5
BX— 5B RE (&)
(i) Reconciliation of impairment allowance balance from (i) BAEBGFEAFEI9%RA
HKAS 39 to HKFRS 9 EERBMBREEAE
S5k B R (B B AR
The following table reconciles the prior period’s closing TEREIBEHEERE
impairment allowance measured in accordance with the BEETREAEIRNE E
HKAS 39 incurred loss model to the new impairment A BB EE 2 8 R
allowance measured in accordance with the HKFRS 9 EfEE HER_ZT—+F
expected loss model at 1 January 2017: — A —BRRBREBVB®R

HREAFFRH AR ERIE
AFFENFREREN S

BE :

Impairment Impairment

allowance allowance

under HKAS 39 Remeasurement under HKFRS 9

REEFEEH BRRERRY

HERISE3I95HR BEERNSER

A SR 0 EFiE HENEESRE

HK$'000 HK$'000 HK$'000

THET FHT THET

Loans and advances to customers A FREME R LI 93,828 236,346 330,174

Accounts receivable FEU ZRIE 16,960 4,753 21,713

Prepayments, deposits and BRFE - e REMER

other receivables B — 110 110

Client trust bank balances BEHRTES — 22,332 22332

Cash and cash equivalents BeRBELEEBY — 97 97

Loan commitments BERURIE — 149 149

Total - H 110,788 263,787 374,575
The net effect on the adjustment on the opening HR—_ZFE—+F— A —H
retained earnings as at 1 January 2017 is a reduction of AR B B FEL AR
HKD263,787,000. B RRL Y 263,787,000

TT ©
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Notes to the Interim Financial Information
FP HA B 7 B R R A

2. Basis of Preparation and Changes in Accounting 2.

Policies (continued)

(b)  The Group has adopted the following revised HKFRSs for the first
time for the current period’s financial information:

REEEREMBFREH )

(b) AKEINE B E AT B E R
BIXERA AT RIEFTE B M58
== <l

= Ea A

Effective for financial

Standard Content years beginning on/after
RTIRH, i

b 1) A Ftam B FE RN
Amendments to HKAS 7 Statement of Cash Flow: Disclosure Initiative 1 January 2017
B G EFETHRUEFTA) HEmER « WEE —T—+&—A—H
Amendments to HKAS 12 Income Taxes: Recognition of Deferred Tax 1 January 2017

Assets for Unrecognized Losses

EREHEF12R(ETAR) BN AAERAERERETCHAEE “ZT—+5—H—H

The adoption of the above amendments has had no significant
financial effect on the unaudited interim financial information.

3. Operating Segment Information 3.

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:

(@) 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;

(b) 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;

(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;
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Notes to the Interim Financial Information

o H B 7 R A A
Operating Segment Information (continued) 3. BEoBEH®
(e) the financial products, market making and investments segment () SMEMm - MHRKRESIIEE
represents fund and equity investments, structuring of financial EREAEE  #HBEMEERE®D
products as well as trading and market making of debt securities, NEREBES  RIARHESE
exchange traded funds and derivatives; and EOTETEEERMMER &
()  the “others” segment mainly represents rental income and the (H THAMISBEZHEESWARE
provision of information channel services. HEARERT -
Inter-segment transactions, if any, are conducted with reference to the BN EHRS(MNE)TH2RME
prices charged to third parties. =F B BB MAETT o
The unaudited segment results of the Group for the six months ended REBHE-_ZT—tFA=THIE
30 June 2017 are as follows: NE R B REEZ DB EELOT ¢

ENE

products,

market

Corporate Asset  Loansand making and

Brokerage finance management  financing investments Total
SHER

#ik LEMR 2 WEEE RREMR  MHRRR Hh @it

HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS'000  HKS$'000

FRT TFEx TEx TEx TEx TET FET

Segment revenue and 7 EE RE MM
other income:

Sales to external customers HETFHHNEE 289,210 441,590 14,513 641,556 173,089 1,149 1,561,107
Inter-segment sales PEZEHE - - — — - — _
Total 8=t 289,210 441,590 14,513 641,556 173,089 1,149 1,561,107
Segment results DHEE 155,158 244,533 (1,400) 352,545 120,394 - 871,230
Income tax expense FriERiEY (145,178)
Profit for the period AR 726,052

Other segment information: ~ E 3 H&#: -
Depreciation & 3,739 8,346 956 6,633 - - 19,674
Finance costs BERA 15 - - 127,533 35,020 — 162,568

BRRRERERAERAR | 2017 FHHE 45



Notes to the Interim Financial Information

o HR B S AR P o
3. Operating Segment Information (continued) 3. BEoBEH®
The unaudited segment results of the Group for the six months ended REBHE-_ZT-—R"FA=THIE
30 June 2016 are as follows: NER B REEZ DB EELT ¢
Financial
products,
market
Corporate Asset  Loansand  making and
Brokerage finance management  financing  investments Total
SRER
&R ERE BEEE EHiRRE S E 5t
HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000
TAL TAL TAL TAL BT 75 TAL
Segment revenue and AEEREMRA -
other income:
Sales to external customers HETHINEF 211132 157,105 13,756 633,137 195,771 1,450 1,212,351
Inter-segment sales NELEHE = = = = = = =
Total st 211132 157,105 13,756 633,137 195,771 1,450 1,212,351
Segment results DEEE 70,525 40,309 (@114) 392,331 140,487 — 639,538
Income tax expense PRy (98,358)
Profit for the period AR 541,180

Other segment information: ~ Ef 3 FEH
Depreciation nE 4,059 4547 822 7,554 — — 16,982
Finance costs BEKA 8,546 — — 135,232 27,240 — 171,018
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4. Revenue

An analysis of revenue is as follows:

Notes to the Interim Financial Information

A B A R R
4. K
W HATIT -

For the six months ended

30 June
BENA=1THILREAR
2017 2016
—ZE—+tF —T—RF
Unaudited Unaudited
RIEEH RS EZ
HK$'000 HK$'000
FHET FAT
Brokerage: R
Securities 5 248,282 160,336
Futures and options H'E & H#E 13,812 27,374
Handling income FEEIWMA 17,793 16,951
Leveraged foreign exchange TEIEHNE 1,500 1,355
Insurance 1R 7,823 5116
289,210 211,132
Corporate finance: PERE -
Placing, underwriting and sub-underwriting B~ AE R D EHAES
commission
— Debt securities —(EBE A 147,579 66,220
— Equity securities — IR AR 231,963 43,958
Consultancy and financial advisory fee income — EAR Mgt & & A E WA 62,048 46,927
441,590 157,105
Asset management: BEBRE:
Management fee income EIBEWA 14,403 13,756
Performance fee income KRBRA 110 =
14,513 13,756
Loans and financing: EREEE
Interest and handling income from margin FEEFHFNERFEERA
loans 513,000 553,877
Interest and handling income from term loans  FHEZWFERFEEIA 35,308 27,347
Interest income from securities borrowing BAHEERBUWA
and lending 6,090 10,616
Interest income from repurchase agreement (] & 13 2 A1 S A 1,419 360
Interest income from IPO loans BRARBEERFERA 509 74
Interest income from banks and others RIT R EHMAF B YA 85,230 40,863
641,556 633,137

BHRAZREERERAR | 2017 hHRE

67



Notes to the Interim Financial Information
R HA B 7% B R EE

4. Revenue (continued) 4. W=

For the six months ended

30 June
BEXA=THILAEA
2017 2016
—2—t%F —E-REF
Unaudited Unaudited
KREEX REEEZ
HK$'000 HK$'000
THT FAT
Financial products, market making CRER - HMHmkEE :
and investments:
Trading (loss)/gain on debt securities BEEARS (), W
— Listed securities — EmESE 41,110 55,654
— Unlisted securities — 3 EmESH (464) 4,154
Interest income from debt securities BFEHFRF B UA
— Listed securities — & 101,161 48,688
— Unlisted securities —JEEWES 927 1,327
Trading gain/(loss) on exchange traded funds X ZFRZFEE X HUWzE/
(E8B) 138 (2,404)
Trading loss on equity securities BAEFEHX 5 BB (48,968) (9,934)
Trading gain on unconsolidated FEHREREE R FH N
investment funds 6,656 51,522
Net gain on foreign exchange HNEE LN 2 R 2,663 248
Net loss on financial assets at fair value BRAFEGFABGN S REERN
through profit or loss B8 35 (39,097) (22,828)
Interest income from unlisted financial assets BEAFEFABENIELTES R
at fair value through profit or loss B ENFSHA 1,540 1,542
Dividend income i 2 UA 3,176 5,751
Net income on structured financial products EEE S REmBAERE 104,247 62,051
173,089 195,771
1,559,958 1,210,901
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5. Staff Costs

Staff costs (including directors’ remuneration):

Notes to the Interim Financial Information
R HA B 7S BT EE

5. RIER#F

For the six months ended
30 June
gFEXNA=THLNXEAR

2017

2016
—E—+tF —T—RF
Unaudited Unaudited
RIEER RICEZ
HK$’'000 HK$'000
FHExT FHET
BIXRA(BEESHE) :

Salaries, bonuses and allowances e ~ 4L 2B 298,449 197,154
Share-based compensation expenses AR (7 A ER A ER
— Share option scheme — BT 2l 3,149 8,921
— Share award scheme — & 1p 2Byt 2l 32,787 32,526
Pension scheme contributions RIREET B 3,717 3,093
338,102 241,694
6. Finance Costs 6. MERE

For the six months ended
30 June
gFEXNA=THLNXEAR

2017 2016

—E—tF —E—RF

Unaudited
RIEER
HK$'000
FHET

Unaudited
REEEZ
HK$'000

FH&T

Bank borrowings and overdrafts WITEERBS 137,389 161,664
Debt securities in issue BEITEE RS 3,912 3,865
Securities borrowing and lending BHEEE 68 561
Financial instruments at fair value through BEATEFABENSHIA
profit or loss
— Listed debt securities held for trading —BEEERN FHEKES 8,635 4,057
Repurchase agreements 51 1 % 7,451 382
Others At 5,113 489
162,568 171,018
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Notes to the Interim Financial Information
R HA B 7% B R EE

7. Profit before Tax 7. BRWAELETR
The Group's profit before tax is arrived at after charging/(crediting): A& B KRR B AT R A D& 0%, (B

AVATRIERFHE

For the six months ended

30 June

BEXNA=THL/EAR
2017 2016
—E—+tF —ET—REF
Unaudited Unaudited
KRBT RS EZ
HK$'000 HK$'000
FHExT FHET
Professional and consultancy fees HENERE 32,025 20,120
Information services expense BRI F 12,749 10,661

Repairs and maintenance wiERER(BERAREE)

(including system maintenance) 17,254 13,917
Marketing, advertising and promotion expenses TISHE « B4 k= ERL 3,723 4,007
Minimum lease payments under KEREIE T REHS R

operating leases 2,525 2,558
Foreign exchange difference, net HNPESE = FB (3,510) (1,548)
Other commission expenses HiASHEY 19,872 17,652
Net impairment charge on loans and BT EFPERRBFREFE

advances to customers 12,516 —
Net impairment charge on accounts receivable  J& W kI8 &% 48 1,512 14
Net reversal of impairment on other financial BRI HE ¢ ah 8 &E N B FURIER

assets and loan commitments B (15,961) —
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8.

Notes to the Interim Financial Information

Income Tax Expense

oS B S B R R

FRriSIRBAL

For the six months ended

30 June

gFEXNA=THLNXEAR
2017 2016
—E—tF —E—RF
Unaudited Unaudited
FEER REFEZ
HK$000 HK$'000
F#Ex FHET

Current, Hong Kong BNER— FH

— Charge for the period —HARY 141,237 91,374
Deferred BT 3,941 6,984
Total tax charge for the period HAN R TE X 4258 145,178 98,358

Hong Kong profits tax has been provided at the rate of 16.5% (2016:
16.5%) on the estimated assessable profits arising in Hong Kong during
the period.

Proposed Interim/Final Dividend

The Board has proposed an interim dividend of approximately
HK$311,439,000 or HK$0.045 per ordinary share (2016: HK$206,448,000
or HK$0.03 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$3,280,000 (2016:
HK$2,060,000) for the six months ended 30 June 2017. 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 declared a final dividend of HK$0.045 per ordinary share
for the year ended 31 December 2016 on 17 February 2017 and paid
the final dividend of approximately HK$311,380,000 on 19 June 2017,
as further adjusted to include the dividend for shares issued under the
share option scheme which amounted to approximately HK$1,120,000
and the dividend for the vested shares under the share award scheme
amounting to HK$352,000.

EAFEHIRBRNERTSEENR
T FERR B R B R 16.5% (= F — /X
F 1 16.5%) B -

Bl KRR

BEECEREE_T—tHEA~A=TF
BEABEAERREREFEHREBELD
311,439,000/ 7T 3 & % 3% 38 A% 0.0457%8
T (=T — /N4 : 206,448,000 7T
B L EAX0.0378 L) © W E RBKIRIE
RAE IR hREF SRFERORE
© BE 473,280,000 L (=T — R F :
2,060,000 70) fE A% - ;& B HiTE
BRIEZENSERE MARREIR
EARAKEZRRAVBEERNER R —
HEE -

EEgR T —tF-_A+ERHEIK
HE"ZT—XRFEF+_-_A=+—HItF
ERER B SR EBAR0.04574 T + I
REZZT—+tFARNATNBIRM KRR
B #9311,380,000/8 7T : EFPFAEBE
AT AR BB MR i AT B3 B AR 1D 2 AR R AR
B.491,120,0007% 7T K AR 5 IR {0 82 B 51
EIERBAR 15 2 1% 8.352,0007 7T °
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Notes to the Interim Financial Information
FP HA B 7 B R R A

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 2017 is based on the profit attributable to ordinary equity
holders of the parent of HK$673,507,000 (2016: HK$536,704,000)
and the weighted average number of ordinary shares in issue
less shares held under the Company’s share award scheme of
6,914,909,000 (2016: 6,876,116,000) 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.
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Notes to the Interim Financial Information

10. Earnings per Share Attributable to Ordinary
Equity Holders of the Parent (continued)

(b) Diluted earnings per share (continued)

The calculation of diluted earnings per share is as follows:

10.

oS B S B R R

BAFEERBREEGSRE
Fw)

(b) SRBERR(Z)
BREFRNAENT

For the six months ended

30 June
BENA=THLEAR
2017 2016
—E—+tF —E—RF
Unaudited Unaudited
RIEER NS EZ
Profit attributable to ordinary equity A 7] 3 38 A% A% R FE (e Al
holders of the parent (in HK$'000) (LATFHITst) 673,507 536,704
Weighted average number of ordinary AR EBRERETH
shares in issue less shares held for the B BT T mAR A Ik T 19 2
share award scheme used in the basic BIRRR 0 SREN T2 A AR (D
earnings per share calculation (in ‘000) (BAF&D) 6,914,909 6,876,116
Effect of dilution — weighted average Has e — TRikey g
number of ordinary shares: I8
Share options under the share BERR M RT E178 T A B AR A
option scheme (in '000) (BATE) 33,079 50,205
Awarded shares under the share &7 22T 2138 T /9 SE B AR (9
award scheme (in '000) (BAF5T) 16,473 14,152
Number of ordinary shares for the purpose &t &A% #H58E & F i 5 &% FA
of diluted earnings per share (in ‘000) 8 (LAFEH) 6,964,461 6,940,473
Diluted earnings per share (in HK cents)  &#E &R (LABILED) 9.67 7.73

BHRAZREERERAR | 2017 hHRE

73



Notes to the Interim Financial Information

oh 30 B3 5 Y 2
11. Loans and Advances to Customers 1. EPERHNERKRER
As at As at
30 June 31 December
2017
W—T—t#%F
~NB=+H
Unaudited
FEER
HK$'000 HK$'000
F#&T FET
Non-current IEREN
Term loans to customers BT EEHTEEHER 30,000 251,478
Current mED
Margin loans HFRER 11,773,117 13,385,176
Term loans to customers BTREFHTHER 736,433 995,318
IPO loans HRAABREER 2,227 =
. 12,511,777 14,380,494
Gross loans and advances to customers HBTEENER R AL 12,541,777 14,631,972
Less: impairment B RE (342,690) (93,828)
12,199,087 14,538,144
As at 30 June 2017, the gross amount and the carrying amount of RZEBE—+tFRA=+H  &B&TF
credit-impaired loans and advances to customers were amounted to PHEEEREERR B RN L
HK$956,753,000 and HK$628,673,000 respectively (31 December 2016: X BR ™ 8 9 Bll A 956,753,000 7% T &
HK$93,828,000 and nil). 628,673,000 T (= E— X NE+ - A

=+—H : 93,828,000 BILRE) °
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Notes to the Interim Financial Information

o H B 7 R A A
Loans and Advances to Customers (continued) 1. BFERPHERRER2)
The movements in provision impairment of loans and advances to RTEPHNERRBROBERER
customers are as follows: E LN

2017
—E—t%F
Lifetime Impairment
ECL allowance
12-months credit- under
ECL impaired HKAS 39
REES

+=@EAR EMmAR 2atER

HRE TR H39EHHE
EHE% ERBR%x ZEERRE #at
Unaudited Unaudited Unaudited Unaudited
RIEER RIEER RIEER REER
HK$'000 HK$'000 HK$'000 HK$'000

TFET TET THT FHET
As at 1 January R—A—8 — — 93,828 93,828
Restated on adoption of HKFRS 9 (R #R 407 78 B1 75 2R o 2 B
FosEMmEY 21,854 308,320 (93,828) 236,346
Changes due to financial assets R H EF 945 82 N FERRHY
recognised in the opening TREBEEEHL TSR
balance that have: MR e E
Transferred to lifetime ECL EREEEAEERE
credit-impaired B EEIR TR H(E
FRiE k% () 5 — —
Charged/(credited) to e E(GEA) 8
profit or loss (7,239) 19,755 —_ 12,516
As at 30 June RANA=+8 14,610 328,080 — 342,690
2016
—E—REF
Audited
REZ
HK$'000
TET
As at 1 January m—HA—H 930
Impairment charged to profit or loss during the year FARABRARE 105,830
Amount written off during the year F A H 5 (12,932)
As at 31 December Nate=H=-F—H 93,828
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Notes to the Interim Financial Information
FP HA B 7 B R R A

11. Loans and Advances to Customers (continued)

The impairment charged to profit or loss included interest income on
impaired margin loans of HK$9,580,000 (2016: Nil) for the six months
ended 30 June 2017.

Save as disclosed above, all loans and advances to customers were
neither past due nor credit-impaired as at 30 June 2017 and 31
December 2016.

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 aging analysis
is disclosed as, in the opinion of the directors of the Company (the
"Directors”), an aging 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
2017, the total value of securities pledged as collateral in respect of the
margin loans was approximately HK$44,238 million (31 December 2016:
HK$49,194 million) based on the market value of the securities as at the
end of the reporting period.
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11.

12.

Notes to the Interim Financial Information

Loans and Advances to Customers (continued)
Term loans to customers

The Group also provides term loans to customers. In determining
the interest rates, reference is made to the credit standing of the
relevant customers and the quality and value of the collateral pledged.
The term loans granted to customers amounted to HK$751,804,000
(31 December 2016: HK$1,204,590,000), and the accrued interest
amounted to HK$14,629,000 (31 December 2016: HK$42,206,000) as
at 30 June 2017. The carrying amounts of the term loans to customers
approximate to their fair values.

Loans to Directors

Loans to directors, disclosed pursuant to section 383(1)(d) of the Hong
Kong Companies Ordinance and Part 3 of the Companies (Disclosure
of Information about Benefits of Directors) Regulation, are as follows:

Maximum
amount
At outstanding At
30 June during 31 December
2017 the period 2016
R_B—tF HARs R-S—REF
~A=t+H *RESE +-A=1+-H
HK$'000 HK$'000 HK$'000
TET FET TET
Mr. LI Guangjie — 744 —
FRREE

11.

12.

Maximum

amount

outstanding

during the
prior year
EFARE
KRERH

HK$'000
THT

1,648

oS B S B R R

KYEFMNBERREZER2)
RTEFHEHER

AEBENTRNEFPRERHEEHER - NE
EMEE  22ZHBETFPNEEMN
IARFEANKIFREERER -
REZE—+tFERNAZ+THETEFEN
TEHI B 3K A (751,804,000 T (==
—NE+=A=+—H :1,204,590,000
BIT) » FERTFE A14,629,00075 (=
T—XRNFE+-A=+—8 : 42,206,000
BIL) c REEHERMEEERERN
FERE °

BYEFHNRR

RIEFB D aMEHIEE383(1) () IE K2 &)
(BEESFZER)ROIFEILRE
BTEEMNERFEENT :

At

1 January
2016
RI-B—RF
—A—H
HK$'000
THET

364

Collateral held

HHESR

Marketable securities

REES

The loans granted to a director bear interest at the Hong Kong dollar
prime rate plus 3% per annum and have no fixed terms of repayment.

BRTEEFNERNRBETRERHN X
MBE3I%TE - AEEEEEDR -
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Notes to the Interim Financial Information
R HA B 7% B R EE

13. Accounts Receivable

(a)

Analysis of accounts receivable

The carrying values of accounts receivable arising from the course

of business of the Group are as follows:

13. BUHRIE
(a) MEWERIEM DM

AREE B X BIZ P AT EE 4 BB UK
HREFREET

As at As at
30 June 31 December
2017 2016
R-S—tF MRZT—RF
AA=+H | TZTHA=+—H
Unaudited Audited
KREEX KB
HK$'000 HK$'000
THT TET
Accounts receivable arising from KD TS FE W IR
brokerage
— cash and custodian clients — e NIEERP 119,740 36,102
— the Stock Exchange and — B PT R EMAEE
other clearing houses 1,199,428 712,711
— brokers and dealers — R RRPE 2,630,844 650,179
Accounts receivable arising from IR AR 40 SE 75 FE W3R IR
insurance brokerage services
— cash and custodian clients — e NIEERP 67 19
Accounts receivable arising from BAEEEGERE
securities borrowing and lending
— brokers and dealers — B R P 7,684 27,898
Accounts receivable arising from hERE  BEETE -
corporate finance, asset management, e YL GTE S
investment holding and market making FEWRIA
— corporate clients, investment —EEF  REEER
funds and others Hith 315,358 85,975
4,273,121 1,512,884
Less: impairment o RE (23,258) (16,960)
4,249,863 1,495,924
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13. Accounts Receivable (continued)

(a)

Notes to the Interim Financial Information
R HA B 7S BT EE

13. BIgRIA (2)
FEWRIB R D4 ()

Analysis of accounts receivable (continued)

The movements in the impairment allowance on accounts

receivable are as follows:

(a)

FEYRIBRE B EE ST

2017
—Z2—tF
Unaudited

FEER
HK$'000
FET

2016
AN
Audited
REZ
HK$'000
FAT

At 1 January ®—H—H 16,960 16,915
Restated on adoption of HKFRS 9 AR E BT R EZER

95k i &5 4,753 —
Impairment charged to profit or loss HANET ABz=ARE

during the period 1,520 43

Impairment reversed during the period HA P 5 O 1B 25 R R (E (8) (1
Exchange difference ME 3 ZFE 33 3
At 30 June 2017/31 December 2016 RZZE—tFA A=+H/

—E—RF+t=ZA=+—H 23,258 16,960
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FP HA B 7 B R R A
13. Accounts Receivable (continued) 13. B HRE =)
(b) Accounts receivable neither past due nor credit-impaired (b) BEAXBHTARELEESERE

HY FE WK IR

Accounts Accounts

receivable receivable

Accounts from from
receivable the 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
HeR RZMR #RR  ORER.
HEEFR Rt &5 5 A ZoE  REESR REEE

B v Ed] BERE  HUERRE ElHE #r
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK§'000
TAT TR TAT TAT ou T
Unaudited REER
As at 30 June 2017 RZZ—+%
~A=TA
Neither past due nor BARRHMAEE
credit-impaired EERE 102,651 1,199,428 2,638,528 293,609 67 4,234,283
Less: impairment ORE (991) (563) (964) (174) - (2,692)
101,660 1,198,865 2,637,564 293,435 67 4,231,591
Audited 3
As at 31 December 2016 RZZ—RE
tZA=1-A
Neither past due nor SFARBHTAEE
credit-impaired EERE 20,750 712, 678,077 70,246 19 1,481,803
Accounts receivable from cash and custodian clients which are BE R 780 BR 7 A 45 EDRUE B9 FE IR
neither past due nor credit-impaired represent unsettled client T RFEEEFREENRTRES
trades on various securities exchanges transacted on the last RS FTETRARE,F R K%
two to three business days prior to the period/year end date. No MEZFEEXANAEENER
aging analysis is disclosed as, in the opinion of the Directors, an RGP RHIGKIE - HREER
aging analysis does not give additional value in view of the nature R ERZSREFENLE
of these accounts receivable. BRI DT N &R EFEIMEE -

B E R BRI
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13. Accounts Receivable (continued)

(c)

Accounts receivable past due but not credit-impaired

oS B S B R R

13. BIgRIA (2)
() BEABERELEERMEN

FEW R IE
Accounts Accounts
receivable receivable
Accounts from from
receivable the 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
ReR WXEAR #BaR LEER
HEEFR R R XA REESR RIRER
BERE EERE BEHE EtEREE BERE #it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK§'000
THL THL TEL TEL BT THL
Unaudited REE
As at 30 June 2017 RZF—+F
~NAZTR
Past due less than 6 months %1 E375E A AR 3,258 — — 14,891 — 18,149
Past due 6 to 12 months BEAET=(EA - — — 3,624 — 3,624
Past due over 12 months BT —EAUL - - - - - -
Less: impairment i ORE (32) - - (3,533) - (3,565)
3,226 - - 14,982 — 18,208
Audited BEG
As at 31 December 2016 RZB-—RE
TZA=1-H
Past due less than 6 months @875 8 A AR 1,618 — — 5428 — 7,046
Past due 6 to 12 months B ET (@A — — — 6,567 — 6,567
Past due over 12 months BT —EANL — — — 500 — 500
1,618 — — 12,495 — 14,113

Accounts receivable from cash and custodian clients which are
past due but not credit-impaired represent client trades on
various securities exchanges which are unsettled beyond the
settlement date but were not considered credit-impaired after
taking into consideration the recoverability from collateral. When
the cash and custodian clients failed to settle on the settlement
date, the Group has the rights to force-sell the collateral
underlying the securities transactions. The collateral held against
these receivables is publicly traded securities.

EaMEEEERERKRENAE
BEPRBENTRERRX S PETR
RERHRNDAGENERR SIS
R EVFRIR - B R R 3K 3 an ) AT U E]
& AR YEEERE - —BR
ERFAETPRERGE BHEMNK
B ARBRAERNHERESR
ZHEBNERR - RFERERFEBERE
W m AR AR EBHE S ©
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A B 1S R A
13. Accounts Receivable (continued) 13. BBRIR (2)
(c) Accounts receivable past due but not credit-impaired (c) ERHMERELEEEREN

(continued) FEWFRIE (&)
Accounts receivable from corporate clients and investment funds EEHEY B EERERNERE
which are past due but not credit-impaired represent receivables XEPREEESHEERSR
arising from asset management, corporate finance, advisory and REE-REEHEERERD
underwriting services which have not yet been settled by clients EWFIE(EEEEEER  ©
after the Group's normal credit period but were considered not (@i  HARSHERS)  H
to be credit-impaired as the credit rating and reputation of trade WRIETEEERE - RE/R
counterparties were sound. SHFEREERTRRES -

(d) FEREEKNKE

(d) Credit-impaired accounts receivable

Accounts Accounts

receivable receivable

Accounts from from
receivable the 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
HeR RZMR &R LREFR
HEEFR Xt i3 5 A bl REESR RERE

BERE Bl RE BEFE HUERSRE BERE it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT TEL TEL TEL BT THL
Unaudited RBELZ
As at 30 June 2017 R=F—+%
~A=TH
Credit-impaired accounts & RERYWZE
receivable 13,831 - - 3,234 — 17,065
Less: impairment B RE (13,767) - - (3,234) - (17,001)
64 - - - - 64
Audited e
As at 31 December 2016 RZE—RE
+=-A=1+-H
Credit-impaired accounts  EERIERKFE
receivable 13,734 — — 3,234 — 16,968
Less: impairment i ORE (13,726) — — (3.234) — (16,960)
8 = — — — 8
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o H B 7 R A A
13. Accounts Receivable (continued) 13. BT (2)

(d) Impaired accounts receivable (continued) (d) FEREEWFRIEE)
Accounts receivable from cash and custodian clients are KERBR@AOAKEER - &
considered credit-impaired when clients fail to settle according BEPRERBAEGIETHEE
to the settlement terms after taking into consideration the N EBEREREERPRIAS
recoverability of collateral. AR RIRE -

14. Financial Assets at Fair Value through Profit or 14. RAFEHAREMERMEE
Loss

As at As at

30 June 31 December
2017 2016

N _E—tF RZTE—RF

NA=+H | t—A=+—H

Unaudited Audited
KBEX mEZ
HK$'000 HK$'000
THET FAT
Non-current e
Financial assets at fair value through BAFETABENEE
profit or loss BE
— Unlisted fund investments (Note (a)) —FELEMESEE (M5 )) 52,037 51,701
Current mE
Financial assets held for trading FEEENEmEE
— Listed equity securities — AR 442,562 335,569
— Listed debt securities — FERE: 4,301,448 4,979,688
— Unlisted debt securities —JELEMEKES 969,404 50,931
Financial assets at fair value through BATEGT ABRA SR
profit or loss BE
— Unlisted fund investments (Note (a)) —JEETESERE (MiE@) 227,841 355,701
— Unlisted convertible promissory note — JE F AR R L R — 115,184
— Financial products (Note (b)) — e rE W (b)) 11,879,643 7,424,551
17,820,898 13,261,624
Total financial assets at fair value through EBEAFEFABENSRHEE
profit or loss YA zm 17,872,935 13,313,325
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FP HA B 7 B R R A

14. Financial Assets at Fair Value through Profit or
Loss (continued)

Notes:

(@)  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.

(b)  The financial products invested by the Group included listed equity
investments, listed debt investments, unlisted fund investments,
unlisted equity investments and derivatives. As at 30 June 2017, cash
collaterals of HK$930.9 million (2016: HK$845.0 million) was placed to the
counterparties.

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

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 risk.

As at 30 June 2017 N _Z—tFEXRA=TH

oS B S B R R

15. fTE&MTITR
TREJCBREEXBENITES
BTENATFEEREREESHE ° M
EHEMNEZCRARSITERRNE
BOUYRTETRABEFEEHNE
£ RBSBRRANETY FRAR
KR ZE - R Em % RERINER
EREBREER o

Fair value

AFE

Notional
amount Assets Liabilities
ZBREH HE A\
HK$'000 HK$'000 HK$'000
FHET THET THET

Cross currency swap T X B IS HA 574,705 23,718 (27,798)
Interest rate swap A Rim 1,343,896 — (19,627)
Foreign exchange forward HNE 3= A 393,205 1,094 (105)
FX option SINE HR A 1,101,867 44,579 —
Option AR #E 1,894,430 24,010 (19,588)
Warrants RIRHEE 373,349 196 (456)
Equity swap R #E 5 #a 87,998 1,782 (9,966)

5,769,450 95,379 (77,540)

BHRAZREERERAR | 2017 hHRE

85



Notes to the Interim Financial Information

o HR B S AR P o
15. Derivative Financial Instruments (continued) 15. TEEMIR#)
Fair value
AFEE
Notional
amount Assets Liabilities
ELEEHE BE BfE
HK$'000 HK$'000 HK$'000
FHET FHAETT FHETT
As at 31 December 2016 RZZE—R"F+=-A=+—H
Cross currency swap T X E# IS HA 565,243 36,566 (46,342)
Interest rate swap F =42 HR 370,273 175 (881)
Foreign exchange forward SNE 3= A 835,065 1,880 (22,731)
FX option SN R A 620,440 — (10,099)
Option H#E 3,368,372 83,380 (50,030)
Warrants R AEE — — —
Equity swap g B i — — —
5,759,393 122,001 (130,083)
The Group entered into International Swaps and Derivatives AREBERETHENTELIARS
Association, Inc. (“ISDA") master netting agreements or similar FRIVBBRERETETAERS
agreements with substantially all of its derivative counterparties. (International Swaps and Derivatives
Where legally enforceable, these master netting agreements give Association, Inc.) ([I1SDA ])/F &K §4
the Group the right to offset cash collateral paid or received with the BimE SRR E o EEOR R R I
same counterparty. As at 30 June 2017, amounts of cash collateral of TERT  ZEFHEBHEERRE T
HK$114.6 million and HK$44.8 million were paid to and received from REBERMNAEEEBRZSTNHE
respective counterparties (2016: HK$89.9 million and HK$35.6 million), NFEWREERR - RZE—tF
which were included in “accounts receivable and accounts payable NA=TH ReBERAmE&FE114.68
arising from brokerage — brokers and dealers” in notes 13 and 17 BETRM48ABETH AN T REA
respectively. HERXZH(ZZE—RE : 89988 E

TTR35.6AEETT) - XD BIET AR
138178 [ 4R 40 2676 e W sk T8 % e A5 3R
BE-Re kX5 -
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Notes to the Interim Financial Information

16. Receivable from Reverse Repurchase Agreements

17.

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

As at 30 June 2017, the outstanding amount paid for the reverse
repurchase agreements was HK$645,076,000 (2016: HK$480,782,000)
and was recognised as receivable from reverse repurchase
agreements.

The fair value of listed debt securities received as collateral for the
outstanding receivable was HK$571,169,000 (2016: HK$477,355,000).

Accounts Payable

oS B S B R R

16. I [ [ Rl 13 56 FE U R IR

AEBERBERADEHEBEERS
EHRE R —ABRAREELR
FHMEREERS REEFALE
RAKEGZRE W BIRA R P ER - R
AR ZHTREZEBLFNBAD
[ e (B3R o AR B S A O SRIR RE AR
REYGRIR - WX ZTEK  AEE
ERLEMBIBLANEEREBNE
WRaE o

R—_ZT—ttFX~XA=Z+H KX
MEBEREINTNREBERES
645,076,000 % 7T ( = & — X F -
480,782,000 7T ) + M HERR & A [B1FE
e U ROE o

B EUE B R 45 I W FUE R M e
FHEEEEFNAFEAS71,169,000
BT (ZF—/NE 477,355,000 7T) °

17. BARIA

As at As at
30 June | 31 December
2017
KR-Z—tF
~A=+H
Unaudited Audited
KREE KBz
HK$'000 HK$'000
THT FET
Accounts payable arising from brokerage KD TS FE FR IR
—clients === 12,356,616 12,641,212
— brokers and dealers —RERR5E 949,484 270,374
— the Stock Exchange and other clearing — B T R E A A E R
houses 698,964 239,687
Accounts payable arising from securities BHREEESENRE
borrowing and lending 401,071 400,853
Accounts payable arising from corporate PEME  BEERE -
finance, asset management, investment AR K T 375
holding and market making FES FRIE 147,588 1,318,284
Accounts payable arising from insurance IRER 40 TS B 508
brokerage services 956 628
14,554,679 14,871,038
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17. Accounts Payable (continued)

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

The Group has a practice to satisfy all the requests for payment within
one business day. No aging analysis is disclosed as, in the opinion of
the Directors, the aging 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$11,743 million
(31 December 2016: HK$12,400 million), and with Hong Kong Futures
Exchange Clearing Corporation Limited and other futures dealers
totalling HK$282 million as at 30 June 2017 respectively (31 December
2016: HK$432 million).

Accounts payable arising from insurance brokerage services included
those payables in trust accounts with authorised institutions of
HK$956,000 as at 30 June 2017 (31 December 2016: HK$628,000).
Accounts payable are non-interest-bearing except for the accounts
payable to clients.

18. Bank Borrowings

17. BARE2)

REBD BN RIBAERAR BEREE
B HETENTEPHNREAR/ME
FREEXBEBTETET AR
REFMRESRI - REBHMRE
FRESHNSRANERBEERP -

AEBEENEVEEEBNEEMBN

REK - AEEYERERE DN

FRREEERIZFXEBHMHLE -
RREED T TS REEIMEE -

FEf T = P 8 IE N B IR T BUR R
1%%1%%%,&5}55611,7435%%75(_?
—ANFETZA=+—H : 124008 &5
o) MR=ZZE—tFA=+H ' &
BHELEEERAGREMBER S
EHAH2R2EER L(ZE—XREFE+=
A=+—08 :43288%7T) °

#—::—tﬁﬁﬂ:+a RER &L
EBENZIERERUEBETERRS
K FE 1< 3K 1?956,000/%7E(:§—ﬁ¢
+=—A=4+—H8 : 628,000 7T) - k&
NFEFPRFIEN  BAREARS -

18. SITHER

As at As at

30 June 31 December

2017 2016
R-S—tF R-T—REF

+=ZA=+—H
Audited
KEZ

HK$'000
FHT

~NA=+H
Unaudited
REF
HK$'000
FET

Non-current JEME

Unsecured bank borrowings NIRRT TE X — 2,100,000
Current ik 2

Unsecured bank borrowings EEARITER 7,332,850 6,811,433
Total bank borrowings RITIE AR ER 7,332,850 8,911,433

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

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

At amortised cost:

Unlisted unsecured medium-term notes
(Note (a))
Designated as at fair value through profit or loss:
Structured notes issued in relation to financial
products (Note (b))

Notes to the Interim Financial Information
R HA B 7S BT EE

19. ERITREES

As at As at
30 June 31 December
2017 2016
R-ZE—tF RZZT—RF
ANB=+H | +=ZA=+—H
Unaudited Audited
REER BEZ
HK$'000 HK$'000
FET FHT
B SER R
I E TR AR B R
(FI5E(a)) 1,135,323 175,710

EERAHER AR ¢
EETHERERARL
EREMERIE (HEE (b)) 7,169,381 5,647,531

8,304,704 5,823,241

Unlisted unsecured medium-term notes

BTIIEREMNIE i EER

denominated in: REAEE R -

HK$ BT 785,562 64,400

Us$ EVv 234,831 —

RMB AR 114,930 111,310
1,135,323 175,710

Structured notes issued in relation to financial & T3 & 5EH 2 2TH SR

products denominated in: EmflEz B ERE

HK$ BT 349,750 241,955

USs$ ETT 4,969,856 4,220,557

RMB AR 1,849,775 1,185,019
7,169,381 5,647,531
8,304,704 5,823,241
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19. Debt Securities in Issue (continued)

(@) The outstanding balance of HK$1,135.3 million as at 30 June
2017 (31 December 2016: HK$175.7 million) stated at amortised
cost represented unsecured unlisted notes issued by the
Company under the Medium Term Note Programme (the
"MTN Programme”). As at 30 June 2017, the debt securities
in issue bore fixed interest rates ranging from 0.9% to 4.1% (31
December 2016: 0.9% to 4.1%). The carrying amounts of the debt
securities in issue approximate to their fair values as the impact
on discounting is not significant.

(b)  As at 30 June 2017, the outstanding balance of HK$7,169.3 million
(31 December 2016: HK$5,647.5 million) represented unlisted
structured notes which arose from selling structured products
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, interest or any other
breaches with respect to their liabilities for the six months ended 30
June 2017 (2016: Nil).

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

20. Financial Liabilities at Fair Value through Profit or
Loss

oS B S B R R

20. BAFEHARRHNEMAR

As at

30 June
2017
R-B—tF | »

As at

31 December
2016
T—RF
=+—H
Audited
BEZ
HK$'000
FHIT

AA=+H | +=A

Unaudited
REFER
HK$'000

FET

Financial liabilities held for trading: BHEEENCRAE
— Listed equity securities — FIRAES 69 66
— Listed debt securities — EHESES 979,274 1,136,096
Financial liabilities designated as at fair value HERAFERF ABZ
through profit or loss SRAaE
— Financial products (Note) — o hE (M) 3,348,324 2,349,358
4,327,667 3,485,520

Note: Included in the fair value in financial products are cash collaterals of
HK$2,285 million (31 December 2016: HK$1,686 million) received from
counterparty.

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

Mz : ©BER2ATERERYEFHKEN
BHeEfm2285888 T (ZE—RF
+=—A=+—8 : 1,686AEBT) °

RABERRFUAME  BXAEEE
RSB ARRAFEFARENS
REEATELAEINERILTE
*K o
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21.

Obligations under Repurchase Agreements

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

As at 30 June 2017, the outstanding amount received from repurchase
agreements was HK$3,422,199,000 (2016: HK$930,958,000) and was
recognised as obligations under repurchase agreements.

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

21.

bl it B (R IR

AEERBOBHRALEES  EF
[ B 7] S — IR 17 3 A IR 15 TE EL 12 H
REREBEES  ZEREFALERAR
SERA WA R P RERFER - X
REEBESREEDENRN - AKE
W RERRRAE  RESAE
EREEZONBARD B KR

R-ZE—+FA=1+H8  #EE®R
=% WOE A R 4578 S0 5 3,422,199,000
Bt (ZZF — XN F : 903,958,000 78
gL WHERARBEHENEE -

TREFRBRZRAFEFABZER
& B E E P X Bl 19755 4R PR A 3R 38 (B
$X14) °

As at

30 June
2017
R-Z2—t%F

As at
31 December
2016

~NA=+H
Unaudited
REF
HK$'000
FET

+—A
Audited
REZ
HK$'000
FAT

Financial assets held for trading RIEEENEREE
— Listed debt securities — EEBES 1,605,589 178,219
Financial assets at fair value through AT EFABZRN
profit or loss TREE
— Financial products — S RE W 2,983,485 1,224,306
4,589,074 1,402,525
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22. Other Equity Instrument

23.

On 15 June 2016, the Company issued US$300 million subordinated
perpetual securities (the “Perpetual Securities”) with an initial
distribution rate of 4.5% per annum. Distributions are paid semi-
annually in arrear and the first distribution date was 30 October
2016. The Company may, at its sole discretion, elect to defer any
distribution. The Perpetual Securities do not have maturity date and
are only callable at the Company'’s discretion on 30 April 2019 or on any
distribution payment date after 30 April 2019. After 30 April 2019, the
distribution rate will be reset to 3 year US swap rate plus 8% per annum.
The Perpetual Securities constitute direct, unconditional, subordinated
and unsecured obligations of the Company and are classified as equity
instruments and recorded as equity in the consolidated statement of
financial position. The amount as at 30 June 2017 included the accrued
distribution payment.

Share Capital

22.

23.

o 5 B 7% B R B EE

Hfthig2 TR

RZFE-RFEXNA+HA  ARAHE
I3EBETLHRF KBRS ([XKEE
1) MEDERERFERLS% > 7
AN EFFHRE N - BRDIK
BR-_FT—R"FTHA=1TH - AR7
A2EATEERETANIK - k&
EHFVEZMAAARREITR-F
—NFEA=Z+HAEH-ZE-AFMA
S+tREMNEMDIRX B BITHE
B —F-AFHA=1THEZ Dk
KR ERB=FHETE YN ENF
K8% o KBEHFBHARBNEE
ERM  REREEREE XOE
REGZTERE  RNESHBRRKRFT
fEfEs - —T—tEFRA=ZTHNE
AERE IR

Bz %

Number of
issued and Share capital
fully paid shares BE
ERTR HK$'000
BERMHA Fi#T
At 1 January 2016 RZZE—XF—HA—H 6,934,308,201 6,004,362
Shares issued upon exercise of share options R EE R AE T 8 TR IETT(E
under the share option scheme (Note 24) TR AR (Fi5E24) 30,992,941 49,663
At 31 December 2016 and 1 January 2017 RIB-—A"E+-A=+—H
RZZE—+F—-H—H 6,965,301,142 6,054,025
Shares issued upon exercise of share options FRE AR R AT 81 T i BE AR AR T (2
under the share option scheme (Note 24) M TR (Fi5E24) 28,463,932 46,680
At 30 June 2017 RZE—tF A=1H 6,993,765,074 6,100,705
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24. Share Option Reserve

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

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

Share options granted to a director or chief executive of the Company,
or to any of their associates, are subject to approval in advance by the
independent non-executive directors. In addition, any share options
granted to 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.
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Notes to the Interim Financial Information

24. Share Option Reserve (continued)

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

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

For the period ended 30 June 2017, no share option was lapsed
or forfeited (2016: 503,957 share options with an exercise price of
HK$1.264 each lapsed) prior to the vesting date as a result of staff
resignation.

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

28,463,932 share options were exercised during the period ended
30 June 2017 (2016: 15,965,212 share options), resulting in the
issue of 28,463,932 shares (2016: 15,965,212 shares) for a total cash
consideration of HK$35,978,000 (2016: HK$20,180,000). An amount of
HK$10,702,000 (2016: HK$5,714,000) was transferred from the share
option reserve to the share capital account upon the exercise of the
share options. The weighted average share price at the date of exercise
for share options exercised during the period was HK$2.51 per share
(2016: HK$2.35).

For the period ended 30 June 2017, the Group has recognised an
equity-settled share-based compensation expense of HK$3,149,000
for the share options under the Share Option Scheme in profit or loss
(2016: HK$8,921,590).

o 5 B 7 R R

24. MBBRHEGEDN 2

BRENTEERESETE  EAA
ERATESE : (VAR BERHRER
2R MAERI AW TE : &)
RARBMDNEZEZLD B B R ER
5 BEB X FrEFE R E o

TR HR IR R TR HIAR B s R R R B
B8 BB A B MR ) Bl R AR R
ZREENER  MRESEIT—ER/RE

HE_ZT—tFA=+HIHH "
HMEERERESHRBR MmN EE B
AR (ZE—RF  TEEATR
1.26487TH)503,957 {7 B A AE R 5k o

BB AT A AMEURE HE
BRERRE LIRRER -

HE-_Z—tF A=+ HILHHE -
28,463,932 BB EETHE(ZE— X
F :15,965,21217 ) EH#£1728,463,932
BEAE D (ZZF — 754 : 15,965,2120% i%
D)+ #IR & (835,978,000 T (=
T — X4 20,180,000/ 75) » BTT{E
BBIHE - ©£%510,702,0008 (==
—7N4F 1 5,714,000 0 ) AR E (R 6
BEERRANER o HARTT (R 1T (50 08 AR 4
EHMMEFHREAESR251ET
TN 2358 °

BEZZT—tF~A=1+HIHH -
RNEEE R ERET B E TR REARE
RIBRNHERAERSEE R G A ER
B %6 18 B 2 3,149,000/ 7T ( =& — /<
£ 1 8,921,590/ 7T ) °
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24. Share Option Reserve (continued) 24. MERRIEGEIR )
Movements of share options outstanding under the Share Option RN FRNBRERTE T MARITER
Scheme during the period/year are as follows: IREMEBNAT
30 June 2017 31 December 2016
—S8—tEXA=tH ZE-R"ETZR=1-H
Weighted Weighted
average average
exercise price exercise price
mEFTER Number | METHETEE Number
HKS$ per share of options HKS per share of options
SRET RERENA BB BEREHA
At1 January ®—A-H 1692 101,266,251 1585 133267107
Granted during the year ERRL - - = =
Adjusted during the year FAHR - - = =
Forfeited during the year FRRK - - — =
Lapsed during the year FREY — — 1.264 (1,007,915)
Exercised during the year ERFIFE 1.264 (28,463,932) 1.244 (30,992,941)
At 30 June/31 December RAA=TA/FT=A=1-AR 1.859 72,802,319 1.692 101,266,251
At the end of the reporting period, the Company had 72,802,319 (31 R|EHR - AR A A 72802319
December 2016: 101,266,251) share options outstanding under the B(ZE—RNE+=-_A=+—8:
Share Option Scheme, which represented approximately 1.04% (31 101,266,25117 ) BERR T &1 T 18 R 1T
December 2016: 1.45%) of the Company's shares in issue as at 30 June FRERE  HARAAR-_Z—+F
2017. The exercise in full of the remaining share options would, under NA=THEBETRHN1.04%(=F
the present capital structure of the Company, result in the issue of —A"NFE+ZA=+—H8 :145%) °
72,802,319 additional ordinary shares of the Company and additional WIEARABBAINERZERE  HHe
share capital of HK$135,349,000 (before issuance expenses). The option BRI  eBHAREE
periods of the share options are from 24 April 2012 to 9 June 2021, from SNEE1T72,802,319 Mk E AR - LA R FE
10 January 2014 to 9 January 2024 and from 11 June 2015 to 10 June A% 7K 135,349,000 70 ( R 0Bk 31T
2025. X))  BRENHETEARBR -

E——_FNA-ZtTmHAE-_ZT_—%F
ANAMRR - ZE—mE—A+HEZ=
Z_WME—ANBR-_ZTE—RHFXA
+—BE=—Z_FHEXA+AH -
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25. Share Award Reserve

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

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

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

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

o 5 B 7 R R
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25. BRInBEMGEIR =)

25. Share Award Reserve (continued)

98

Details of the Awarded Shares granted and unvested as at 30 June 2017
are set out below:

Date of Number of Number of
Awarded Average fair Awarded Awarded
Shares granted value per share  Shares granted Shares vested
fRHEm BRFY RHEM EREER
Gidvl:ol=p ] 8FHE igut:ol ] Bire®E

15/4/2015 HK$3.29% 7T 34,653,000 (23,673,000)
18/4/2016 HK$2.79% 7T 27,987,000 (10,128,000)
13/4/2017 HKS$2.447 7T 26,628,000 (745,000)

RZB—tFRNA=THRERRE
J& BV SR Y FF IS BN T

Number of Number of

Awarded Awarded
Shares lapsed  Shares unvested Vesting
BERME/ KRBEEM dates
iduf:ol Gigvt:ol 4| BEEEH
(516,000) 10,464,000  30/11/2017
(876,000) 8,239,000  30/11/2017

8,212,000  30/11/2018
58,000 4/10/2017
58,000 4/10/2018

208,000 31/3/2018
208,000 31/3/2019

(464,000) 8,511,000  30/11/2017

8,468,000  30/11/2018
8,440,000  30/11/2019

The Group has recognised a share-based compensation expense of
HK$32,787,000 for the Awarded Shares under the Share Award Scheme
in profit or loss (2016: HK$32,526,000). 2,284,000 Awarded Shares have
been either transferred to the grantees or sold in accordance with their
instructions at no cost (2016: 9,684,000) for the period ended 30 June
2017.

802,000 Awarded Shares lapsed prior to their vesting date as a result
of staff resignations for the period ended 30 June 2017 (2016: 659,000
Awarded Shares).

After considering the number of shares which were granted in prior
years, as at 30 June 2017, the total number of the Awarded Shares that
can be awarded was 72,185,000 which represents approximately 1.03%
of the Company's shares in issue as at 30 June 2017.
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o H B 7% B R R o
26. Shares Held under the Share Award Scheme 26. RIEB 7B BISHHRG
Movements of shares held under the Share Award Scheme during the R, FARERD R SIS R
period/year are as follows: R ¢
30 June 2017 31 December 2016
—E—tFXA=TH T RFE+ZRA=1—H
Number of Number of
HK$’'000 shares HK$" 000 shares
TR BHBE THT Bin 2B
At 1 January R—FA—H 214,323 62,804,400 199,643 76,929,400
Purchased during the year FENEE 29,995 12,367,000 68,971 24,284,000
Vested and transferred out FREEBRE
during the year (4,035) (2,284,000) (54,291) (38,409,000
At 30 June/31 December WRA=+RA/+=-A=+—AH 240,283 72,887,400 214,323 62,804,400
During the six months ended 30 June 2017, the trustee acquired BEr—ET—+tEXAB=+HIt~E
12,367,000 ordinary shares (31 December 2016: 24,284,000 ordinary B 2 AR EE S 2 AR
shares) of the Company for the Share Award Scheme through KN(BIEHBRZSEA) 429,995,000
purchases in the open market at a total cost, including related BT (—ZE—XNE+-_BA=+—8 :
transaction costs of approximately HK$29,995,000 (31 December 2016: 68,971,000 7T ) E AR TWH B A
HK$68,971,000). 12,367,000 R AN A ml @R (= F —~
FH+Z—A=+—H : 24,284,000% % &
) o
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27. Operating Lease Commitments, Capital 27. #E8#HE  BFRKERAEMK

100

Commitments and Other Commitments

As at 30 June 2017, the Group had total future minimum lease payables
under non-cancellable operating leases falling due as follows:

i

RZB—tFRA=+H FEER
BAAREKCEHEETAHRAR
HIE AR R BN KR ERTB AR T

As at As at

30 June 31 December

2017 2016
R-B—tHF | KT ~F

NB=+H | +
Unaudited
REF
HK$'000
FET

A=+—8H
Audited
KEZ
HK$'000
FHT

Within one year —FR 4,794 4,627
In the second to fifth years, inclusive —ERE(BREEERT) 1,045 3,318
5,839 7,945

Capital commitments

The Group had capital commitments for system upgrade and
renovation of premises of approximately HK$4,475,000 which were
contracted but not provided for as at 30 June 2017 (31 December 2016:
HK$4,724,000).

Other commitments

The Group undertakes underwriting obligations on placing, IPO,
takeover and merger activities. As at 30 June 2017, the underwriting
obligations were approximately HK$1,571 million (31 December 2016:
HK$576 million).

The Group also undertakes loan commitments for certain credit
facilities granted to customers. As at 30 June 2017, the loan
commitments amount was approximately HK$741 million (31
December 2016: HK$375 million) and an ECL impairment allowance of
HK$108,000 (31 December 2016: Nil) was provided.
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28. Cash Flows from Operating Activities 28. BEBEZDMBRESRE
For the six months ended
30 June
BEANA=THIEAMEA
2017 2016
—Z—+tf “TRF
Unaudited Unaudited
REEL REERZ
HK$'000 HK$'000
FHT FAT
Cash flows from operating activities RETHAEHRETE
Profit before income tax BR A5 B A A 871,230 639,538
Adjustments for: R
Depreciation ne 19,674 16,982
Share-based compensation expenses PARR 17 75 B R M0 B B B 2 35,936 41,447
Net impairment charge on loans and advances BTYEFPHMEFRBR
to customers HEFEE 12,516 —
Net impairment charge on accounts receivable MR IE R B F 5 1,512 14
Net reversal of impairment on other financial Hih S REERBERHRRE
assets and loan commitments #0538 (15,961) =
924,907 697,981
Increase in other assets Ho A & EE S N (2,715) (45)
Increase/(decrease) in loans and advances to BIEFHEREBR
customers #2401,/ Cri) 2,326,541 (2,138,511)
Increase in accounts receivable JE USSR IR N (2,755,484) (624,840)
Foreign exchange difference on provision for JEU R IE R B R A Y
impairment of accounts receivable INEZFE 33 5
(Increase)/decrease in receivable from reverse [ [7) [2] B 16 P& LKOR IR
repurchase agreements (Bm),/md (164,294) 342,485
Increase in obligations under repurchase (218 155 5 FY (B 75 1 1
agreements 2,491,241 247,677
Decrease in prepayments, deposits and NI - e REAM
other receivables FENGRIE R 26,929 90,340
Increase in financial assets at fair value through BATEF ABEDN
profit or loss SREELM (4,559,610) (4,124,946)
(Increase)/decrease in derivative financial PTESBTAGEM),F
instruments (25,921) 50,499
Increase in financial liabilities at fair value through & AF(EFF AR
profit or loss SRA EILM 842,147 2,158,420
Decrease/(increase) in client trust bank balances BB RITELGEM), R 673,905 (484,129)
Increase in time deposits with original maturity BARRIHAZR=EAK
more than three months when acquired TEHAFE RS N (6,000) (6,207)
Decrease in accounts payable & B R (316,319) (1,431,963)
Increase/(decrease) in other payables and Hi A RERE AR
accrued liabilities #m/Od) 65,184 (81,626)
Provision for impairment on accounts SRR FIRE LR ER
receivables (4,753) =
Provision for impairment on client trust HEPERRITERIELRERE
bank balance (22,332) —
Provision for impairment on loan commitment R E A ELRERE (149) —
Provision for impairment on loans and advances HETEPHNERRBREL RERE
to customers (236,346) —
Provision for impairment on other receivables YHE M EIRGORE H R ERE (110) =
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28. Cash Flows from Operating Activities (continued) 28. BREBEZDMBBRESRE®)
For the six months ended
30 June
BEXA=THLRER
2017 2016
—Z—t%§ NS
Unaudited Unaudited
KBTI REEZ
HK$'000 HK$'000
FHT FHET
Cash used in operations REEBHAR S (743,146) (5,304,860)
Hong Kong profits tax refund/(paid) BRE/(BR)BEBAER 20 (101)
Net cash flows used in operating activities RESEBEHIE R (743,126) (5,304,961)
Cash flows from operating activities included: REFHNRENEELE -
— Interest received —BUFIA 631,062 669,869
— Interest paid —BRFE (167,052) (146,134)
- Dividend received —BlRE 1,794 5,735
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29. Related Party Transactions

(a)

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:

X FEREERARIH

Commission expenses to the ultimate

holding company Aefx

Commission expenses to the ultimate FLHA A RS KEI
holding company for trading in ML & & (RQFI)
RMB Qualified Foreign Institutional ~ BEP AR F 4T
Investors (RQFII) account REIER AR AR

Professional and consultancy fees S FRRKB AR
paid to a fellow subsidiary BENERE

Management fee income and BARRZEWB AR
performance fee income of a private &2 & [F Z[i B A A
fund managed by a wholly-owned BEMALEES WD
subsidiary of the Company and ERBWARKEBRA
invested by a fellow subsidiary

Total fees received from the above B AL SRS YEH
private fund EMeE

Commission income of a publicfund BRI ZXKEAREER
managed by a fellow subsidiary AEESWEH M A

Commission income from an BRI AR A B R A
intermediate holding company WA

Commission income from the ultimate B &4 4%% 2 7 YA HY
holding company AelA

Underwriting fee and sponsor fee SRS NG EN !
income from the ultimate holding BIHEB RREBABKA

company

oS B S B R R

29. REAXH

(@) BARLEZHDPUBENEME
EIFTE AL 5 R AE RSN - RNEE
RERNEBE T EITATERR
5

For the six months ended

30 June

BENRBA=1HIER
2017 2016
—ZE—tF T —RF
Unaudited Unaudited
FEER REEEZ
HK$'000 HK$'000
FE&T FET
(i) (1,123) (1,283)
(ii) (102) (99)
(iii) (9,320) (7,320)
(iv) 764 616
(v) 260 95
(vi) 22 95
(vii) 1,938 767
(viii) 33 18
(ix) 176,304 —
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29. Related Party Transactions (continued) 29. ESFXH 2
(@) (continued) (a) (#&)
For the six months ended

30 June
BENRB=1+HIER

2017 2016

—E—+tF —E—RF
Unaudited Unaudited
RIBEX R =X
HK$'000 HK$'000
FET FET

Management fee income from a public BZANAF2 & E A )
fund managed by a wholly-owned EIE R AR ER A A

subsidiary of the Company and WENAEESWEH
invested by the intermediate BEEBUA
holding company (x) 538 2,456

Management fee income from a public BANA &2 & E Q7]
fund managed by a wholly-owned RS /NG

subsidiary of the Company and EHIER A FE S YER
controlled by the intermediate HEEE WA
holding company (xi) 811 700

Management fee and handling fee BARBEENBERRERE
income from public funds managed  KREZMBA R EHN
by a wholly-owned subsidiary of the 2R RIFENRE
Company and invested by a fellow AW ERE KX

subsidiary and the intermediate FEBBA

holding company (xii) 2,721 327
Commission income from B & E & W

an investment fund Aa A (xiii) 83 7
Professional fee and consultancy XN T RELIZER AT

fee paid to the ultimate holding BEENEAE

company (xiv) — (361)
Commission income from funds BRRWEBARERER

managed by the fellow subsidiary E W B2 KA (xv) 1,962 2,419
Equity distribution on Perpetual PR TR M AL A R]EY

Securities paid to the intermediate BB S Ik

holding company (xvi) 21,853 1,821
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29. Related Party Transactions (continued)

(a)

(continued)

Notes:

(iii)

(iv)

(vi)

(vii)

(viii)

(ix)

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 RQFII account as stated in the Cooperation Agreement
signed with a wholly-owned subsidiary of the Company.

The professional and consultancy fees were paid to a fellow
subsidiary for the provision of capital market information.

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

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

The commission income received from a 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.

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

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

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

o 5 B 7 R R

29. MEBXH )

(&)
e

0] SN FEREIERR RN ME X
TREARNTN—REEWBR
ARLNEERRIBNRZE
BOLEE -

iy HHFERKZERARNMBSAZ
DERERARAN—RE2ENE
REIBYMEERHETIAER
ROFIERFEITHR ZERA DL
HICE

(i) BEREREDRRRZMEARR
REBEATHEHIAT

vy BARRAZEHBAREERMA
RHTE A R E MR E S R
NEBBRARKRRBBARE
RNEARE—EALIEANEEF
EEF1.5% B EEFEE M
20%4 & o

(v) b SRR EE Gv) Rt B FL B 6 I
BMEABERERASIRA R
RBER0.15%ETE) o

v AREMBATEERMAEES
KBRS R AR ERAA A~
2% HI B 2 7% ST 04842 13851
B EKE -

(i) BFRNERAFUKEREN S RA
TIREARF2ENBRAREL
H AR 4T 195 5 o P 2l ) 3 (B URER o

(vii) B REZERA BUERR S RA
TREARNE —RE2EME AR
FEL M) AR AT p kP AT O E (B UK
R o

(x) BEREERARKBRNHEHER
REABWRATIIZEARARF R
REERARRIHBHRRE
AR -

) BARABZEMBAREE RS
NERAFIRENAEES KER
MERERARIREER HER
TEHIE A L URER ©
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29. Related Party Transactions (continued)

(@)  (continued)

Notes: (continued)

(xi)

(xii)

(xiii)

(xiv)

(xvi)

(xvii)

The management fee income received from a public fund (30
June 2016: three) managed by a wholly-owned subsidiary of the
Company and controlled by the intermediate holding company
was based on the percentage prescribed in the respective
investment management agreements.

The management fee income and handling fee income received
from two public funds (30 June 2016: one) managed by a wholly-
owned subsidiary of the Company and invested by a fellow
subsidiary and the intermediate holding company were based
on the percentage prescribed in the investment management
agreement.

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

The professional fee and consultancy fee paid to the ultimate
holding company were based on the usage of research reports
and financial advisory services provided to another wholly-owned
subsidiary of the Company principally engaged in the provision of
futures dealing and broking services.

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

Included in the Group's balance of Perpetual Securities was an
amount of HK$971,125,000 as at 30 June 2017 (31 December 2016:
HK$971,125,000) owned by an intermediate holding company. The
accrued distribution payable to the intermediate holding company
was HK$7,300,000 (31 December 2016: HK$7,271,000).

Included in the Group's accounts payable was a broker payable
due to the ultimate holding company of HK$9,388,000 (31
December 2016: HK$8,006,000) arising from the dealing in
securities as at 30 June 2017. The balance was unsecured, interest-
free and payable on the settlement day under the relevant market
practice.
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29. Related Party Transactions (continued)

(a)

(continued)

Notes: (continued)

(xviii)

(xix)

(xx)

(xxi)

(xxii)

(xxiii)

Included in the Group’s accounts receivable was a broker
receivable due from the ultimate holding company of
HK$18,747,000 (31 December 2016: HK$20,230,000) arising from
dealing in securities as at 30 June 2017. The credit terms provided
to the ultimate holding company were consistent with the practice
of the securities dealing industry. The balance was unsecured,
interest-free and receivable on the settlement day under the
relevant market practices.

Included in the Group's accounts payable was amount due to funds
managed by the fellow subsidiary of HK$2,638,000 (31 December
2016: HK$913,000) arising from dealing in securities as at 30 June
2017. The balance was unsecured, interest-free and payable on the
settlement day under relevant market practices.

Included in the accounts receivable were management fee and
performance fee receivables due from investment funds managed
by the Group mentioned above of HK$972,000 (31 December
2016: HK$745,000) arising from the provision of asset management
services as at 30 June 2017. The balances were unsecured, interest-
free and receivable monthly in arrears.

Included the Group's accounts payable was the accounts payable
due to the public fund mentioned in note (vi) above of HK$404,000
arising from dealing in securities (31 December 2016: Nil) as at 30
June 2017. The balance is unsecured, interest-free and payable on
demand.

Included in the Group's accounts payable were amounts due
to the intermediate holding company of HK$117,529,000 (31
December 2016: HK$485,909,000), the immediate holding
company of nil amount (31 December 2016: HK$135,807,000)
and the ultimate holding company of HK$535,000 (31 December
2016: HK$1,328,000) arising from dealing in securities, futures and
leveraged foreign exchange as at 30 June 2017. The balances were
unsecured, interest-free and payable on demand.

Included in the Group's accounts receivable was an underwriting
and sponsor fee of HK$175,140,000 (31 December 2016: Nil)
receivable from the ultimate holding company. The balance was
unsecured, interest-free and payable on demand.

o 5 B 7 R R

29. MEBXH )

(%)

BeE - (4)

(xviii)

(xix)

(xx)

(xxi)

(xxii)

(xxiii)

AEEHNERIERER=-ZF
—tFAR=+RHEEBERSFEL
B FE IR AR PR IR 1 B A AT FE LUK
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o S B B AR B R

29. Related Party Transactions (continued)

(a)

(continued)

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

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

Compensation of key management personnel of the Group:

29. MEBXH )

(a)

(#)

AEBSEERARBEREZH
h BB AT > i o B R A O
EPEBRABERZEEREE
(R TBRELRE]) - Hit - &
SEERERRITLZRHIW
BEREETRS -

REBABDRITERRFRIG
REBFRITRIL © I A&
BERACRETEAKERS
EXBEBEMNRS - BIFRET
RN CEBEXE
BETEERY ERLBEED
REFBEBRRMEHRE - ZFR
R N =S CLE NS R
HIEEARRETHIZRUN
ERBEEREMGET - AR
REB G ERE 2452 B KR
RERIEARS °

REETZEBRASHH

For the six months ended
30 June
#ENBA=1+HIEAR

2017 2016

—=—+F —F—INF

Unaudited
R EZ
HK$'000
FHET

Unaudited
REER
HK$’'000
F#ET

Salaries and allowances 4 NoEakE 7,047 8,152
Equity-settled share-based payments VAR 25 48 B DA RS0 A5 R RE O 15 3K 11,551 17,563
Pension scheme contributions RIRE AT B 36 33

18,634 25,748
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30. Offsetting Financial Assets and Financial Liabilities

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

30.

Gross amount
of recognised

Gross

amount of

recognised
financial
assets/
(liabilities)
21 $4
SREE/
(RfR)#8
HK$'000
TET

As at 30 June 2017, unaudited RZS—tEXAZ+A

financial
(assets)/
liabilities
offset in
the financial
statements
REBEE
ERERE
SM(EE)/
RfR8E
HK$'000
TET

oS B S B R R

EHReMTERSMAR

AEE B AHEE QIR TR EH
BEBGEOREFAIM(FEFE
RU) EIRER R 5 I FRIR - Wt
73 BR B YRR I R A 3K A B 3R P B K
BE BEBSEENREFRAIWE
WHRS BN FRERFRBEEE
MRBESY AR BEHRRAL

HERE  REBENRIZFEELELS
BHERsR -

Related

Net amount  amounts not
of financial set off in
liabilities
reflected in
the financial

the statement
of financial
position
EFR
BERRE
{E8E

] k]
HK$'000
TET

statements
RHH#EE
2Jlr &
RARRH
HK$'000
TEn

Net

g4
HK$'000
TER

FEEH
CNS money obligations receivable BEFEENE 1,290,106 (1,290,106) — - -
CNS money obligations payable BEFENERNK (1,329,855) 1,290,106 (39,749) - (39,749)
As at 31 December 2016 RZIB-"EXA=tH
CNS money obligation receivable SEFER MR 1,091,696 (1,091,69) — — —
CNS money obligation payable HETERUENE (1121660 1,091,69 29964) _ 29.964)

The “net amount of financial assets and 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.

EXFRER [RMBERREINNERE
ERBEFE | BREMTEI1I3RMEE7
[ A8 42 2 7% USRI I B A 5K 0R — BgE X2
PR B AL E AT -
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Notes to the Interim Financial Information
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31. Fair Value Measurements of Financial Instruments

Group's valuation process

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

The Finance 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.

Guotai Junan International Holdings Limited | 2017 Interim Report

31. EMIAMLTFERE

REENGEERRE

FIBEF2REREENAFEDD
AeENERERELBETE -3
FIRAFEME - AEECEREBETL
HEMESSMEELETHE  AEY
BEHHMAN REERSHEEFED
MR(EAREENRE AR B 2K
THBHMEBELZE S - UHTW -

BBHENERARGFESREER
FENBEAEBZER2HNGEERE
(BRELRE) - F2MREIRQF
EEHRSREAMETONIAT #
RFEBEE -



Notes to the Interim Financial Information
R HA B 7S BT EE

31. Fair Value Measurements of Financial Instruments 31. @RI ABHLAFEHE =)

(continued)

Fair value hierarchy DR EER

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

Assets measured at fair value: RAFEFENEE

As at 30 June 2017, unaudited RIS—tFXRNA=1H ' XBER

Fair value measurement using

RRANUTERHAFEHE

Quoted prices Significant Significant

in active observable unobservable
markets inputs inputs
b1 ] BXA EXEE
hiERE BRER BRER
(Level 1) (Level 2) (Level 3) Total
(%1 8) (2 8) (B3 8) #gt
HK$'000 HK$'000 HK$'000 HK$'000
FET FET F#ET F#ET

Financial assets held for trading RBEEESHEE

- Listed equity securities — FRAES 442,562 — — 442,562

— Listed debt securities - FEBES — 4,301,448 - 4,301,448

— Unlisted debt securities —ELEHEKES — 969,404 —_ 969,404
Financial assets at fair value through  &A A A K

profit or loss SRBE

— Unlisted fund investments —JEETESRE — 227,841 52,037 279,878

- Financial products —ERER 1,683,177 8,931,052 1,265,414 11,879,643
Derivative financial instruments MTESRIA 4,000 91,379 - 95,379

2,129,739 14,521,124 1,317,451 17,968,314
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31. Fair Value Measurements of Financial Instruments 31. @RI AL FEHE®)

(continued)

Fair value hierarchy (continued) DFEEERE)
Assets measured at fair value: (continued) BRATEFENEE : (&)
As at 31 December 2016, audited R-ZE—RFE+-HA=+—H ' EER

Fair value measurement using

RAATSENAFETE

Quoted prices Significant Significant
in active observable unobservable

markets inputs inputs

Vi R EAA
(Level 1) (Level 2) (Level 3) Total
(81 4) (82 4) (£34) @5t
HK$'000 HK$'000 HK$'000 HK$'000
TAL FAT FHT FAT

Financial assets held for trading REEESREE

— Listed equity securities — EmRAESR 335,569 — — 335,569

— Listed debt securities — FEBES — 4,979,688 — 4,979,688

— Unlisted debt securities —JEETHERES — 50,931 — 50,931
Financial assets designated as at EERATEG AR

fair value through profit or loss SREE

— Unlisted fund investments —FEMESKRE — 355,701 51,701 407,402

- Unlisted convertible promissory —JE E T AR A B

note — — 115,184 115,184

— Financial products —SRER — 6,252,234 1,172,317 7,424,551

Derivative financial instruments TESRMIA — 122,001 — 122,001

335,569 11,760,555 1,339,202 13,435,326
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31. Fair Value Measurements of Financial Instruments

(continued)

Fair value hierarchy (continued)

Liabilities measured at fair value:

As at 30 June 2017, unaudited

DFEEERE)

BAVEFEBNEME

31. @MITRAMLFEEE W)

R-ZB—tFERA=1+H ' kEER

Fair value measurement using

FRAUTEENHLFEEMNE
Quoted prices Significant Significant
in active observable unobservable
markets inputs inputs
aE BEXT EXEE
hiEHRE BREH BREy
(Level 1) (Level 2) (Level 3) Total
(%1 8) (%62 &) (B3 #&) #at
HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET FTHT
Debt securities in issue at fair value R AFEZT ABERH
through profit and loss BEES — (5,903,967) (1,265,414) (7,169,381)
Financial liabilities held for trading ~ H#EEMNERERE
- Listed equity securities — FHRAES (69) — — (69)
— Listed debt securities — EERKES — (979,274) — (979,274)
Financial liabilities designated as EEARATEABED
at fair value through profitor loss £ B&E
- Financial products —ERER —  (3,348,324) —  (3,348,324)
Derivative financial instruments MESRMIA (15,500) (62,040) — (77,540)
(15,569) (10,293,605) (1,265,414) (11,574,588)
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31. Fair Value Measurements of Financial Instruments 31. SR I AL FEHE @)

(continued)

Fair value hierarchy (continued) DFEEERE)
Liabilities measured at fair value: (continued) BRAFEFENERE : (&)
As at 31 December 2016, audited R-ZE—RFE+-HA=+—H ' EER

Fair value measurement using

RAATSENAFETE

Quoted prices Significant Significant
in active observable unobservable

markets inputs inputs

Vi R EAA
(Level 1) (Level 2) (Level 3) Total
(81 4) (82 4) (£34) @5t
HK$'000 HK$'000 HK$'000 HK$'000
TAL FAT FHT FAT

Debt securities in issue designated  $8E 4R A F{E T A A

as at fair value through BES

profit and loss — (4,475,214) (1,172,317) (5,647,531)
Financial liabilities held for trading ~ ##EENLRAE

- Listed equity securities - ERAES (66) = = (66)

— Listed debt securities — FEHES = (1,136,096) = (1,136,096)
Financial liabilities designated as at 8 F iR A FE A B

fair value through profit or loss ERAER

- Financial products —SRER — (2,349,358) — (2,349,358)
Derivative financial instruments TESRTA — (130,083) — (130,083)

(66) (8,090,751) (1,172,317) (9,263,134)
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31. Fair Value Measurements of Financial Instruments

(continued)

(a)

Financial instruments in Level 1

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

Financial instruments in Level 2

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

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

There was no transfer of fair value measurement between Level
1 and Level 2 during the six months ended 30 June 2017 and the
year ended 31 December 2016.

o 5 B 7 R R

31. EMIAMLFEHE ()

(a)

F1RETMIA

RREBERMIGEENERTA
RFERBEREPROTISRE
A - RBEBRNTISIERE S
NMEMWRZ S - X B REALR
RBRENTS  MZFRER
REAFEELETHNERRER
MERS - AEBERBFEREE
FANmERERSROER

E2REWMT R

I FER VR B 35 (I 20355 35 )
BENESRMITARAFEERMG
ERMERE - ZFHEXME
EEEBABEmSHRE(WE)
BETKEERNEMT - 40
SRMIAGMERANABEEAZ
FHRUERSY  ZeRMITA
GIANEE 24K -

it —{Ek Z EE A2 HI IEIA
AERMBHBAEE  ZLa
TAAAZEI -

HE_ZT—+FRA=THIEX
BARBE —_ZT—RF+_-A
=t —HLEFE  BEXFER
ERFVREFE 20 2 FAwEE -

BRAZEBERAR AR | 2017 F RS

115



Notes to the Interim Financial Information
R HA B 7% B R EE

31. Fair Value Measurements of Financial Instruments 31. @RI AL FEHE®)

(continued)

(c) Financial instruments in Level 3 (c) ZE3RERMIE

The following tables present the changes in Level 3 instruments TRENBE-_Z—+FRA

of financial instruments for the period ended 30 June 2017 and =+ HIH F'Eﬂ&éjzi_g—/\¢

the year ended 31 December 2016. TZA=+—HIFE ' 3R
TR T AR -

Level 3 financial assets EIMEMEE

For the period ended 30 June 2017, unaudited BE_ZS—tEXA=1+THLH
H - REER

116

Unlisted
convertible
Unlisted  promissory Unlisted
debt note fund
securities (Note 20) investments Financial
(Note 20) LT (Note 20) products
kL CIE: ;. kLt (Note 20)
RBHRE ARRE EER® SHMES Total
(MfEE20) (PEE20) (PEE20) (M&E20) #at
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTH#T TH#T TH#T T#T
At 1 January 2017 RZT—tF
—H—H — 115,184 51,701 1,172,317 1,339,202
Purchases EE — — — 199,776 199,776
Transfer out to Level 2 EE 24 — — — — —
Receipt on maturity TAEI BB Y3k — (76,081) — — (76,081)
Accrued interest FEETFIE YA
income — 1,540 — — 1,540
Receipt of interest YERF S U
income — (1,546) — — (1,546)
Net (loss)/gain RIERARERH
recognised in (E518), /s
profit or loss R — (39,097) 336 (106,679) (145,440)
At 30 June 2017 R-ZZ—+F
~A=+H — — 52,037 1,265,414 1,317,451
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31. Fair Value Measurements of Financial Instruments 31. @RI AL FEHE®)

(continued)

(c) Financial instruments in Level 3 (continued) () SF3IZEMTE(E)
For the year ended 31 December 2016, audited g#E_E—XE+“A=+—H
ILEE - BEE
Unlisted
convertible
Unlisted debt ~ promissory  Unlisted fund Financial
securities note  investments product
(Note 20) (Note 20) (Note 20) (Note 20)
FEm
FEET GIE: FEm
BIRE AHEE EeiE CREM
(Fft£%20) (Fft7£20) (Pfi3£20) (Fft3E20) st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHT FHBIT FHAIT FHIT FHIT
At 1 January 2016 RZZE—RF
—H— 45,400 152,756 120,141 — 318,297
Purchases BE — — — 1,172,317 1,172,317
Transfer outto Level 2 ®EZEFE24% — — (149,352) — (149,352)
Receipt on maturity TAEI B Y 3k 47,170 — — — 47,170
Accrued interest income JE&HFI B U A 445 3,094 — — 3,539
Receipt of interest WERAM B HRA
income (445) (4,638) — — (5,083)
Net (loss)/gain RIER A TERH
recognised in (B518),/ Wz
profit or loss FEE 1,770 (36,028) 80,912 — 46,654
At 31 December 2016 R =-ZT—RF
+-A= — 115,184 51,701 1,172,317 1,339,202
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31. Fair Value Measurements of Financial Instruments 31. @RI AL FEHE®)

(continued)
(c) Financial instruments in Level 3 (continued) () SF3IZEMTE(E)
Level 3 financial liabilities EIPEHMARE

As at As at

30 June 31 December
2017 2016
R-Z—tF RZZE—RF
ANB=+H | tT=A=+—H

Unaudited Audited

REBEEW KEZ

Debt Securities in issue at fair value BAFEAAERD HK$'000 HK$'000

through profit and loss ERTHREES FExT THETT
At 1 January 2017/2016 R-ZE—tF /—Z—RF

—H—H 1,172,317 —

|ssuance LT 199,776 1,172,317

Net gain recognised in profit or loss RERERN KR F (106,679) —
At 30 June 2017/31 December 2016 R_ZT—+tF~A=1+8/

—E—RE+-_A=+—H 1,265,414 1,172,317
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31. Fair Value Measurements of Financial Instruments 31. @RI AL FEHE®)

(continued)

Below is a summary of significant unobservable inputs to the valuation T BT AR = —+&E A
of financial instruments as at 30 June 2017 and 31 December 2016: = +tAR-—ZE—X~EFE+-_H=+—H

EENEABFBRSBEE

As at 30 June 2017 R=ZEBE—tFEXA=1+H

Valuation technique  Significant unobservable input Average Sensitivity of the fair value to the input

{EER EAREERSN FYy SRHATENHRE

Unlisted fund Last transaction price  N/A N/A N/A
investments and management's

assessment on the
latest development
of the Project
Company

FrmEeRE TR SBRERE
YEAARRORE
IR

=1

il FER ER

Financial products Market approach Pricing multiples of market comparable
companies used to determine
the estimated equity value of the

Project Company
- Enterprise value multible 11.1 10% increase or decrease in the underlying stock price, the
— Price to revenue mulitible 112 fair value would be increased by HK$106.6 million or
~ Price to book value mulitible 41 decreased by HK$106.6 million, respectively.
SRER 5% FARETRA ARG RERENTS
BURARMNEERE
—RBEERER 111 ARG LASEE10%  ATEEHAIEM06.6
-THER 112 BEBTIED106.6BEET
—TRE 4.1
Financial products Recent transaction ~ N/A N/A N/A
price
TREM EHR5E Tam TEm TEn
Debt securities inissue - Market approach Pricing multiples of market comparable
companies used to determine
the estimated equity value of the
Project Company
- Enterprise value multible 11,1 10% increase or decrease in the underlying stock price, the
~ Price to revenue mulitible 112 fair value would be increased by HK$106.6 million or
~ Price to book value mulitible 41 decreased by HK$106.6 million, respectively.
BETEBES % ARETRA AR REEENTSA
BURARMNEERE
- EXEERH 1.1 EBRELARRE0%  ATERABIZMI06.6
~Ex N2 BEELIH1066EEET -
—TRE 4.1
Debt securities inissue  Recent transaction ~ N/A N/A N/A
price
BETERES THR5E Gyl TER TER
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31. Fair Value Measurements of Financial Instruments 31. @RI AL FEHE®)

(continued)

As at 31 December 2016 R-ZEB-—XR"E+=ZH=+—H

Valuation technique Significant unobservable input Average Sensitivity of the fair value to the input

B AT \ { 4

Unlisted convertible ~ Binomial pricing ~ Pricing multiples of market

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

- Price to revenue multiple 0.73 10% increase or decrease in the underlying stock price,
— Price to book multiple 245 the fair value would be increased by HK$6.9 million
— Price to earnings multiple 1384 or decreased by HK$6.9 million, respectively.

FIMAERALRE —EAEEEA  ARETER ARRIRERENTS
TELBRRNEERES

—TE 073 HERMRELARREKI0%  ATFEBDFIEMIEE
—TARE 245  BTLIRL6IBERT
—TRE 13.84
Unlisted fund Recent transaction  N/A N/A N/A
investments price
FLmEERE RSB NER ~EfR TER
Financial products Recent transaction ~ N/A N/A N/A
price
SRER TR 5E TNEm NEm TER
Debt securities inissue  Recent transaction ~ N/A N/A N/A
price
BETELES THRSE TEm ~Em TER
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