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FINANCIAL HIGHLIGHTS

LR E S

For the

six months

ended 30 June

BERA=THLREA
2014 2013 Change
—E-NEF —ZT-=F 28
Unaudited Unaudited
REER RSB
HK$’ 000 HK$' 000 %
TER FET BAL
Fee and commission income ERNESBA
— dealing and broking -BERELR 258,538 176,726 46.3%
— corporate finance —EFHE 173,991 36,725 373.8%
— asset management - EEER 17,862 19964 -10.5%
Income from loans and financing ERRREKA 312,155 162,485 92.1%
Gain/(loss) from investment holding REERYE/ (BE) 64,909 (11,488) N/A T iE
Revenue Yezs 827,455 384412 115.3%
Other income Hi A 2,796 2,652 5.4%
Revenue and other income Yozs R E AU A 830,251 387,064 114.5%
Profit for the period HAR % A 397,742 139,413 185.3%
Profit attributable to equity holders of
the Company AR ERERA ARG ET 396,160 138907 185.2%
Basic earnings per share (HK cents) FREREF(EWL) 22,51 8.12 177.2%
Diluted earnings per share (HK cents) SREERF(EWL) 22.26 8.06 176.2%
Dividend per share (HK cents) SRS B 8 3 166.7%
Net asset value per share (HK$) (Note) ~ FREEFE(ET) (i) 2.57 211 21.8%
Cost income ratio (%) A AL (% 445 595 -252%
Note: Based on 1,865,661,000 shares (30 June 2013: 1,710,114,000 shares) as at 30 June 2014, BisE : BERZT—IFEA=THH1,865661,000
being 1,891,300,000 shares issued and fully paid less 25,639,000 shares held under the Share BERB -ZZE—-—ZF~A=18:

Award Scheme (30 June 2013: 1,726,650,000 shares issued and fully paid less 16,536,000

shares held under the Share Award Scheme).
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MANAGEMENT DISCUSSION AND ANALYSIS

RESULT AND OVERVIEW

We are pleased to report to our shareholders that Guotai Junan International Holdings
Limited (the “"Company”) and its subsidiaries (collectively as the “Group”) recognized a
remarkable result, reported a profit after tax of HK$397.7 million (2013: HK$139.4 million) for
the six months ended 30 June 2014, representing an increase of 185.3% compared with the
corresponding period of last year. Our dealing and broking, loan and financing and corporate
finance businesses recognized promising growth of 46.3%, 92.1% and 373.8% respectively to
boost our revenue to HK$827.5 million (2013: HK$384.4 million) for the six months ended 30
June 2014, representing an increase of | 15.3% compared with the corresponding period of last
year. The Group continued to apply effective cost management measures, as a result, the cost

income ratio improved to 44.5% (2013: 59.5%) for the six months ended 30 June 2014.

The Board of the Company has recommended the payment of an interim dividend of HK$0.08
per share for the six months ended 30 June 2014 (2013 interim dividend: HK$0.03 per share).

B a5 5T

EERHE

BMMARREZR  BRETERZERAR
NRTARR D REKBAR(FBEIAER])
REE-F-NEXA=tALAEARSEH
22 BEBRBEEFN9IEEEL(ZE—=
F:1394B8BTT) REFRMER 185.3%
BE-ZT-MEAA=ZTHLAEA  ALEH
BERER BERRREARCEREELD
BIEL1546.3% ~ 92.1% M 3738% ) Al B & - #5
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MANAGEMENT DISCUSSION AND ANALYSIS

B g Wl i 52 53

BUSINESS REVIEW

The Group's businesses can be classified into dealing and broking, corporate finance, asset

management, loans and financing and investment holding. Due to effort of our staff, we

achieved a promising result for the six months ended 30 June 2014. The revenue of the Group

has increased by |15.3% to HK$827.5 million (2013: HK$384.4 million). The allocation of the

revenue from these businesses has been listed below.

EBEE
AEENEBAEASKEBEREL  PER
E BAEEHE  BERRBENRKREEY B
REKEETINE N  BAINBE_Z—MER
A=1+HIEAEARSE EJ&%% o KRB UEIE
MII53%E82758 8B (= _E 3844
BEAT) %Euﬁ%i*%ﬁﬂﬂz SECESI M
T

For the six months ended 30 June

BEAA=tTHILAEA

2014 2013
—E2-mF —T-=fF
HK$’ 000 % HK$' 000 %
TER TAT
Fee and commission income BREEASBA
— dealing and broking —BE R 258,538 313 176,726 460
— corporate finance —hERE 173,991 21.0 36,725 95
— asset management —BEER 17,862 22 19,964 52
Income from loans and financing ERRBERA 312,155 37.7 162,485 423
Gain/(loss) on ivestment holding.  BARMME,(BR) [ 64909 8 (11488) GO
Revenue Wz 827,455 100.0 384412 100.0

Guotai Junan International Holdings Limited

2014 Interim Report



MANAGEMENT DISCUSSION AND ANALYSIS

Dealing and broking

While the average daily turnover of the Hong Kong stock market for the six months ended
30 June 2014 decreased by 8% as compared to the corresponding period of last year, our
average daily turover for the Hong Kong stock market increased by 29% as compared to
the corresponding period of last year, resulting in an increase in the market share. In addition,
benefited from the US economic recovery which encouraged the US market activities, our
average daily tumnover for the US market also recorded a 256% growth as compared to the
same period of last year. As a result, performance of our dealing and broking business was
very encouraging and the revenue from dealing and broking achieved HK$258.5 million (2013:
HK$176.7 million) for the six months ended 30 June 2014, representing an increase of 46.3%

as compared to the corresponding period of 2013. A breakdown of the income has been set

B a5 5T

R EREREMEREBEZE_S—NF A=+
AIEANERNERTHRREREFERBARLD
8% BMEBARETHHNEEFHRTER
AFEREEND% mHEAEERTEMmRS -
AN REREBEEESR  XETHIRE
B ZMEERTSENE R FORIENREATF
RIEIE R 256% « FE - EE RSB EBNEE
BESAEE HE-_Z—NFA=1THIEN
AR EE RS LHK=ED 2585 BEET(ZS
—ZH:767EEBT) R_T-=FRHL

out below: F46.3% o WABBRAETN AT
For the six months ended 30 June
BEAA=tHLAEA
2014 2013
—E-ImF —E-=F
HK$’ 000 % HK$ 000 %
TEr TAT

Securities EH 219,654 85.0 133343 75.5
Futures g 15,376 5.9 24,295 137
Leveraged foreign exchange TEIRINE 971 0.4 1,553 09
Wealth management service B IR 530 0.2 6 —
Handling income FEEBRA 22,007 85 17,529 99
258,538 100.0 176,726 100.0

The outstanding performance of our dealing and broking business was the result of our highly
sophisticated online trading platform. The online trading platform does not only support 8
international securities markets, 21 global futures market and leveraged foreign exchange
trading, but also provides value-added services including margin financing and securities lending
as well as research reports. Our securities dealing and broking services also cover securities
markets in Malaysia, Korea, Australia, Taiwan and global fixed income market. During the first
half of 2014, 78% of our securities dealing and broking was executed through our online trading

system.

BREREFBOLERARIREARERE
m%ii%$é°%%ix%$é$éﬁﬁwﬂ
IW%%m%‘Nﬁ%ﬁﬁﬁﬁ%&ﬁﬁﬂﬁ

BE MARHEREFERE  FHEEARR
T EFHBRERS - 1M E’]Eﬁ%%ﬁ%&%%ﬂ%
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MANAGEMENT DISCUSSION AND ANALYSIS

B g Wl i 52 53

Although dealing and broking commission income s directly affected by the level of market
activity and trading volume, we consider that expansion of client base is crucial to the success
of the business and we successfully recruited more than 7,400 new clients for the six months

ended 30 June 2014.

Our futures and leveraged foreign exchange dealing and broking, on the other hand, was
adversely affected by market competition. The commission income for futures dealing and
broking decreased by 36.7% to HK$15.4 million (2013: HK$24.3 million) and the net gain from
leveraged foreign exchange decreased by 37.5% to HK$971,000 (2013: HK$1,553,000) for the
six months ended 30 June 2014.

As the stock brokerage activities became more active, the related corporate action activities
and stock lending also increased. As a result, the handling fee income increased by 25.5% to

HK$22.0 million (2013: HK$17.5 million).

Corporate finance
Our corporate finance business can be classified as debt capital markets, equity capital markets

and consultancy and financial advisory services. A breakdown of the income for corporate

REEERCLCASUAERZ TS EHR

REHGENTE BMRABERAELPEAREEK
RINRERE - BE—T—MNF A A=THIEAE
A RPIIIBERRT74002HEP ©

—FH BMOHE &ﬁh%‘ﬁ;&m@
EBRAZIMSRFOTFIZE - HEZ
—WERNR=THIEAEA HEEERELR
EBERNASBRARD367%Z 154 EBTT
(:gfzﬁ:ﬂaﬁé%ﬁ)’ﬁﬁﬁ%EWE
FEAIRA 375% £ 971 0008 L(ZE—=F :
55300078 7T)

AREREHHETE  EEARTHEHRE
FEHEHAMEN - By FEEUARED

BESBENOAEBT(ZE—=ZF: 175884
T) °

t¥ERE

BN EREEB D ABRKERATS  RE

BTG R B K B & i s AR ﬁ%ﬁﬁ%

BB ABRARESINT

finance business has been set out below:

For the six months ended 30 June

BEAAZTHLAEA

2014 2013
—E-[mF —T-=F
HK$’ 000 % HK$' 000 %
FTHEx TAET
Placing, underwriting and
sub-underwriting commission i BHEESBHEAS
— debt capital markets —EBERTS 34,909 20.1 — —
— equity capital markets —BREEARTIS 100,091 57.5 15,602 425
Consuttancy and financiel advisory fee REERARAR B 2 7 - 205 75
173,991 100.0 36,725 100.0

8  Guotai Junan International Holdings Limited
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MANAGEMENT DISCUSSION AND ANALYSIS

During the period under review, including those transferred from their listings from GEM Board
to Main Board, there were 52 new listings on the Stock Exchange (2013: 23 new listings). We
have completed sponsorship for the listing of 5 companies for the six months ended 30 June
2014. We have been also engaged as compliance advisor for 43 newly listed companies and
financial advisor for |3 projects. The income generated from consultancy and financial advisory
significantly increased by 84.6% to HK$39.0 million (2013: HK$21.1 million) for the six months
ended 30 June 2014.

As a result of the increasing number of new listings and the improvement of market sentiment,
the total funds raised through IPO at the Stock Exchange increased by 104% to HK$81.1
billion (2013: HK$39.7 billion). During the period under review, we have been appointed as
book-runner for 7 IPO transactions and lead manager or placing agent for 8 equity raising
transactions. The underwriting commission from equity financing significantly increased by

541.5% to HK$100.1 million (2013: HK$15.6 million) for the six months ended 30 June 2014.

Taking advantage of low funding cost environment, corporate clients preferred debt financing
for medium to long term development. The Group has acted as the global coordinator for the
issuance of 6 debt securities (2013: nil) and the total commission income from the debt capital

markets was HK$34.9 million (2013: nil) for the six months ended 30 June 2014.

Asset management

We derived our fee income primarily from management fee and performance fee, which are
linked to the asset under management (“*AUM") and the returns of the funds respectively.
During the period under review, we have successfully launched a private investment fund
and were appointed as manager for 4 RQFII discretionary accounts. The income from asset
management business was HK$17.9 million (2013: HK$20.0 million) for the six months ended
30 June 2014.

B a5 5T
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MANAGEMENT DISCUSSION AND ANALYSIS
B W o B gy

Loans and financing ENREE

The income from our loans and financing business increased significantly by 92.1% to HK$312.2 HEZZ—NMFA=FTHLEAER - B

million for the six months ended 30 June 2014 (2013: HK$162.5 million). A breakdown of ERREE X BRI AKIEIE N 92.1% 2

income from loans and financing is set out below: 3IEBAET(ZE—=F: 1Q58BET) -
ERNEERANRAETIMT

For the six months ended 30 June

BEAA=tTHLAEA

2014 2013
—E2-mF —E-=F

HK$’ 000 % HK$' 000 %

TEx FHET
Margin loans HFRER 241,344 77.3 121,206 745
Term loans EHER 29,329 9.4 18,030 N
IPO loans BRARRBEER 1,222 0.4 431 03
Banks and others RITREM 40,260 129 19,908 12.3
Heldtomatriyinvestments - BEISBA L T 2910 .18
312,155 100.0 162,485 100.0

During the period under review, the average margin loan was HK$6,071.6 million (2013: EEHN BE_Z-WFAA=THLENEA
HK$3,029.1 million) for the six months ended 30 June 2014, representing an increase of FHHREERA 6,07|.6§1¥;5&7Tj(:§—5¢ :
100.4% as compared with the corresponding period of last year and the income from margin 3,029.1 ﬁFﬁJ_E) CERAE RN 1004% - TE

loan increased by 99.1% to HK$241.3 million (2013: HK$121.2 million) for the six months —NESAZTHEANEAFRERD
ended 30 June 2014. The Group will continue to adopt prudent risk management measures in %U\ijjl] VI%ZE1IIHEEBTL(ZE—=5F:
expanding margin loan business. 1212B&EET) - AREKEETNEEN MR

EEEHERTRERER

Other than margin loan business, the Group also engaged in term loan business and the BRAFRBEREBSI  AEBMEEHMTH %

income from term loan increased by 62.7% to HK$29.3 million (2013: HK$18.0 million) for the TEE  THERMWAEINQI%EHEZ

six months ended 30 June 2014. —MEARA=+HIEANEAR293 E%%ﬁ(:
T—=F:I80BEEET) -

The interest income from banks and others increased significantly by 102.2% to HK$40.3 HE-Z-NFAA=1THIEAER  BITRE
million (2013: HK$19.9 million) for the six months ended 30 June 2014, reflecting a significant ‘rlﬂ}%iﬁ’\]ﬂ BURA KRN I1022% Z403E &
increase in client trust bank balance. BT(ZZE—=F:19988%1)  X2RARE

FEmBTRBAREE -

10 Guotai Junan International Holdings Limited
2014 Interim Report



MANAGEMENT DISCUSSION AND ANALYSIS
B Y o S 3 b

Investment holding EE%Z%
The gain from our investment holding business was HK$64.9 million (2013: loss of HK$1 1.5 BE_T-—MFERA=THEHAHEKREEBHY
million) for the period ended 30 June 2014. A summary of gain or loss is set out below: i A 649 E%}%ﬁ(ii_zi BEISES

BT o Wan kB IRABEHIIINT -

For the six months ended 30 June

BEAA=THILAEA

2014 2013
—2-pmF —T-=F
HK$’ 000 % HK$ 000 %
FER TAET
Net fair value gain/(loss) on financial BEEEeEENATEKRE
assets held for trading J(E18)F8
— listed securities — FHES 48,797 75.2 (7,674) 66.8
— unlisted securities —JELMEHF (4811) (7.4) — —
Net fair value loss on unlisted EERATET BN
financial assets designated at fair FETEREENATE
value through profit or loss BRFE (6,875) (10.6) (14337) 124.8
Interest income on financial assets FEEEeREENTIR
held for trading WA
— listed securities — LTS 19,009 29.3 8011 (69.7)
— unlisted securities —FEMES 2,235 34 — —
Interest income from unlisted financial BERATET ABRH
assets designated at fair value through FErmEREBEEN
profit or loss FLEHA 1,481 23 481 (129)
Dividend income from listed securities FHEEE FTEFNRE
edforvadvg WAL S0 800
64,909 100.0 (11,488) 100.0

The Group's investment can be basically classified into these categories: listed equity REBMREEAT S DA EhERKR
B EMRFLMEBKE  FLMESRER
bond in relation to the direct investment in a private company. —RIARRZAIMREFNEERE °

investments, listed and unlisted debt investments, unlisted fund investments and a convertible

BREREKRERER2T 11
h

2014 1 2 R

off all
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MANAGEMENT DISCUSSION AND ANALYSIS

B g Wl i 52 53

The Group recognized a gain on listed securities investment held for trading of HK$48.8 million
(2013: loss of HK$7.7 million) and a loss on unlisted securities investment held for trading of
HK$4.8 million (2013: nil) for the six months ended 30 June 2014. The interest income from
listed securities investments and unlisted securities investments were HK$19.0 million (2013:
HK$8.0 million) and HK$2.2 million (2013: nil) respectively. The Group also received dividend
income from listed securities investment held for trading of HK$5.I million (2013: HK$1.0

million) for the six months ended 30 June 2014.

To diversify revenue stream and to secure sponsorship and underwriting opportunities, the
Group has engaged direct investment in private companies. As at 30 June 2014, we had a
direct investment project in the form of convertible bond at the fair value of HK$ I 16.7 million.
The net loss on the financial asset designated at fair value through profit or loss was HK$6.9
million (2013: HK$14.3 million) for the six months ended 30 June 2014. The corresponding
interest income derived from the convertible bond was HK$1.5 million (2013: HK$ 1.5 million)
for the six months ended 30 June 2014.

RESULTS OF FINANCIAL POSITION
The Group's total assets increased by 26.8% to HK$21,542.6 million (31 December 2013:
HK$16,986.7 million) as at 30 June 2014.

The Group's total liabilities as at 30 June 2014 increased by 28.4% to HK$16,745.0 million (31
December 2013: HK$13,039.4 million).

Guotai Junan International Holdings Limited
2014 Interim Report
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MANAGEMENT DISCUSSION AND ANALYSIS

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL STRUCTURE

As at 30 June 2014, the net current assets of the Group increased by 53.4% to HK$5,301.0
million (31 December 2013: HK$3,456.6 million). The Group's current ratio was at 1.34 times
as at 30 June 2014 (31 December 2013: 1.27 times).

For the six months ended 30 June 2014, the Company has completed an equity fund raising
activity. On 14 April 2014, the Company, Guotai Junan Holdings Limited (the “Vendor” and a
substantial shareholder) and Guotai Junan Securities (Hong Kong) Limited (the “Placing Agent”
and a wholly-owned subsidiary of the Company) entered into a placing and subscription
agreement. Pursuant to the agreement, the Vendor conditionally agreed to (i) place through
the Placing Agent, on a best effort basis, up to 160,000,000 placing shares at the placing price
of HK$4.30 per placing share; and (i) subscribe for such number of subscription shares equal to
the number of placing shares which were placed by the Placing Agent at the subscription price
of HK$4.30 per subscription share. A total of 160,000,000 placing shares beneficially owned
by the Vendor were placed to not less than 6 placees at HK$4.30 per placing share. On 25
April 2014, 160,000,000 subscription shares were issued and alloted to the Vendor at HK$4.30
per subscription share. The net proceeds of HK$687.2 million have been applied towards the

general working capital of the Group.

In order to provide resources for the expansion of the Group’s business, the Group has
entered into a facility agreement with certain financial institutions for a loan of up to an

aggregate amount of HK$3.3 billion for a term of 3 years in January 2014.

B a5 5T

REBES  BWEERRBAEE
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MANAGEMENT DISCUSSION AND ANALYSIS

B g Wl i 52 53

The Group had a cash inflow of HK$10.3 million (2013: cash inflow of HK$602.4 million) for
the six months ended 30 June 2014 and the Group's bank balances was HK$495.6 million
as at 30 June 2014 (31 December 2013: HK$485.3 million). As at 30 June 2014, the Group
had outstanding bank borrowings of HK$5,239.1 million (31 December 2013: HK$3,386.1
million) through facilities with various banks. During the period under review, the Group has
successfully launched a Medium Term Note Programme (the “MTN Programme”) of which
both listed and unlisted notes may be issued under the MTN Programme. We have issued
four series of the notes during the period and the notes outstanding as at 30 June 2014 was
HK$218.3 million (31 December 2013: HK$324.7 million). The gearing ratio (defined as bank
and other borrowings to equity attributable to owners of the parent) was |.14 times as at 30
June 2014 (31 December 2013: 0.94 times). Taking account of the unutilized facilities from
various financial institutions and the significant un-issued portion of the MTN Programme, we
believe our operating cash flow remains adequate to finance our recurrent working capital

requirements as well as 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

under review and up to the date of this interim report.

Other than the information disclosed above, there were no other equity or debt instruments

issued by the Company during the period under review.

Guotai Junan International Holdings Limited
2014 Interim Report
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MANAGEMENT DISCUSSION AND ANALYSIS

OUTLOOK AND FUTURE PLANS

Following the scaling down of the quantitative easing measures in the United States and
slowdown of Chinese economic growth, we expect the market will remain uncertain in the
second half of 2014. However, capitalizing on the opportunities arising from the opening up
of China’s capital markets and the internationalisation of RMB, we are still confident in our

business.

Following the announcement of the Shanghai-Hong Kong Stock Connect program, we see
increasing desire for Chinese investors to do offshore investments and the demand of investing
in China A-share markets from offshore investors. We devote to expand our online trading
infrastructure to meet needs from our clients not only for investing in China A-shares, but also

for global investments so as to perfect our one-stop solution to our clients.

With China continues to open up its capital markets, we see the rapid expansion of QFIl, RQFII
and QDI systems recently. We commit to explore and diversify cross-border investment

products to meet our customers’ needs.

With well-established legal and regulatory system, Hong Kong has become one of the most
preferred listing and fund raising venues for Chinese enterprises. We forecast the Hong
Kong capital markets remain very active in the second half of 2014 and we will continue to
collaborate with our parent company, Guotai Junan, to pursue more corporate finance and

debt and equity fund raising opportunities in Hong Kong.

We forecast that the demand for margin and other financing remains strong in the second half
of 2014. To expand and to improve our share margin finance portfolio and to facilitate the
corresponding growth in our brokerage business, we will continue to invest resources in the

loans and financing business so as to meet the clients' demands.

MATERIAL ACQUISITIONS, DISPOSALS AND SIGNIFICANT INVESTMENTS
For the six months ended 30 June 2014, the Group had not made any material acquisitions and
disposal of subsidiaries and associated companies. As at 30 June 2014, the Group did not hold

any significant investments.
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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 2014 other than as an agent

for the trustee of the Share Award Scheme.

CHARGES ON THE GROUP’S ASSETS
No asset of the Group was subject to any charge as at 30 June 2014 and 31 December 2013.

CONTINGENT LIABILITIES
The Company has guaranteed certain of the Group’s bank borrowings up to HK$2,930 million
(31 December 2013: HK$2,730 million) as at 30 June 2014.

In addition, as at 30 June 2014, the Company provided guarantees up to HK$248.8 million (31
December 2013: HK$249.0 million) in favor of financial institutions in respect of the securities
and futures trading limit and insurance brokerage limit granted to wholly-owned subsidiaries

principally engaged in the provision of securities and futures dealing and broking services.

The Group had no other material contingent liabilities as at 30 June 2014 and 3| December

2013.

CAPITAL COMMITMENT AND OTHER COMMITMENT

The Group had capital commitments for IT upgrade and renovation of premises of
approximately HK$ 13,557,000 which were contracted but not provided for as at 30 June 2014
(31 December 2013: HK$533,000).

The Group has undertaken underwriting obligations on placing, IPO, takeover and merger
activities and financial obligations to loans facilities granted to customers. As at 30 June 2014,
the underwriting and financial obligations were approximately HK$68.8 million and HK$116.5
million respectively (31 December 2013: HK$256.8 million and HK$176.4 million).

Guotai Junan International Holdings Limited
2014 Interim Report
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MANAGEMENT DISCUSSION AND ANALYSIS

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. Salaries are
reviewed on annual basis and discretionary bonus is paid on annual basis with reference to the
Group's performance and individual performance. Share options and awarded shares have been
granted to the directors (the “Directors”) and employees in recognition and acknowledgement
of their contribution made or to be made to the Group. Other benefits offered by the Group

include mandatory provident fund scheme and medical and dental insurance.

As at 30 June 2014, we had 255 employees in total (excluding our self-employed account
executives). The total staff costs, excluding commission paid to self-employed account
executives, for the six months ended 30 June 2014 increased by 79.2% to HK$194.7 million, as
compared with that of HK$108.7 million in the corresponding period last year. This was mainly

attributable to higher bonus provision and incentives for higher profit level.

RISK MANAGEMENT
The Group adopted stringent risk management policies and monitoring systems to control
risk exposure associated with credit, liquidity, market, foreign exchange and IT system in all its

major operations.

Credit Risk

Loans and financing activities

The Board delegates to the Credit Committee the duties to monitor the credit risk of the
Group. Members of the Credit Committee include, inter alia, the Chief Executive Officer, the
Responsible Officers, the Chief Financial Officer and the Head of Credit and Risk Management
Department. The Credit Committee has appointed a group of authorized persons to
take charge in approving credit limit and margin limit of each client. The Credit and Risk
Management Department is responsible for making settlement calls when the trades of margin
clients exceed their respective limits. Any such excess is required to be made good according
to the deficiency report. The deficiency report will be daily monitored by the Credit and Risk
Management Department. Failure to meet margin calls may result in the liquidation of the
client's positions. The Credit Committee is also responsible for approval of stocks acceptable as
margin collateral and the margin-lending ratio. The list of approved margin collateral stocks will

be reviewed and revised by the Credit Committee when necessary.
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MANAGEMENT DISCUSSION AND ANALYSIS
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The Group also grants term loans to customers that may contain an element of credit risk. The
Group minimizes such risk exposure by performing detailed credit analysis of potential loan
investment, and dedicated professionals are assigned to oversee and monitor the performance

of the loan investment. The key investment decisions are subject to approval by the Board.

Loans and advances to customers also include IPO loans for subscription of new shares which
are normally settled within one week from the draw-down date. Forced liquidation action
would be taken if the customers fail to settle their shortfall within specific period of tolerance

after IPO allotment result announced.

For debt securities, external credit rating such as Standard & Poor's and Moody's rating or
their equivalents are used by the Credit and Risk Management Department for managing of
the credit risk exposures as supplemented by the Group's own assessment through the use of

internal ratings tools.

For the Group's bank balances which we beneficially own, they are deposited in respectable
large commercial banks. For the client trust bank balances which are held in segregated

accounts, they are deposited in authorized financial institutions in Hong Kong.

Dealing and broking

Accounts receivable from clients represents receivables from clients arising from dealing in
securities, which normally had a delivery-against payment settlement term of 2 to 3 days. The
Group allows a credit up to the settlement dates of the respective securities transactions
(normally within T+2 or T+3 days). All application for the credit limit must be reviewed by
Credit Manager and approved by any member of the Credit Committee. Credit and Risk
Management Department determines whether forced liquidation action is to be taken against
clients with overdue balances on case-by-case basis. The overdue report is regularly reviewed

by the Credit Committee.

The Group only accepts margin deposit in the form of cash for futures and leveraged foreign
exchange trading. No transaction is allowed to be executed if the current position of the
customer exceeds its trading limit. The margin deposit placed and the aggregate of the required
margin deposit of each futures and leveraged foreign exchange contract is timely monitored by
the Credit and Risk Management Department. Margin call will be executed if there is a deficit in
the margin deposit. Forced liquidation of the client’s position will be executed if the customer

fails to meet margin calls.

Guotai Junan International Holdings Limited
2014 Interim Report
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MANAGEMENT DISCUSSION AND ANALYSIS

Accounts receivable from brokers and dealers are placed with large financial institutions which

are governed by regulators.

Accounts receivable from the Stock Exchange and other clearing-houses and other assets

which are mainly deposits placed with the regulators are considered to have minimal credit risk.

Asset management and corporate finance

Accounts receivable arising from asset management and corporate finance services are from
trade counterparties with sound credit rating and/or reputation. The credit risk with these trade

counterparties are considered to be manageable.

Impairment and provisioning policies

The Group's credit and risk management policy requires the review of individual outstanding
amount at least monthly or more regularly depending on individual circumstances or market
condition. Impairment allowances on individually assessed accounts are determined by an
evaluation of the incurred loss at balance sheet date on a case-by-case basis, and are applied to
all individual accounts. The assessment normally encompasses collateral held and the anticipated
receipts for that individual account. Generally, impairment allowances will be recognised when
clients failed to meet margin call requirements and clients’ collateral are insufficient to cover

their outstanding loan balances.

Liquidity Risk

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.

The Board believes that even in periods of high market volatility, the Group’s working capital is

adequate to meet its financial obligations.
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Market Risk
The asset quality of our margin client’s collateral will deteriorate when the market comes down
drastically. The Group's exposure to underwriting commitments will be also affected at times

of volatile market.

The Group has established policies and procedures for monitoring and controlling the market
risk arising in the ordinary and usual course of business. Stress tests will be performed when

necessary.

The Group also has listed investments and unlisted investments that are subject to the market
risk. The Group minimizes such risk exposure by performing detailed due diligence analysis of
potential investments, and dedicated professionals are assigned to oversee and monitor the
performance of the investment. These key investment decisions are also subject to approval by

the Investment Committee.

Foreign Exchange Risk

The Group's principal operations are transacted and recorded in Hong Kong dollars and
U.S. dollars and the level of foreign currency exposure is relatively minimal compared to its
total asset and liabilities. Foreign exchange risk is managed and monitored by our Finance
Department. For the leveraged foreign exchange dealing and broking, stringent control over
the position has been adopted, hence, we consider that our foreign exchange risk exposure is

minimal.

Operational Risk

Systems are installed to monitor availability and performance of various [T systems and a team
will act and report to the senior management in accordance with the established procedures
in the event of disruption, instability and other situations which may warrant to trigger the

contingency procedure to protect interest of clients.

The Group maintains and updates the operation manuals of its major operations on an on-
going basis in accordance to the regulatory and industrial requirements. We have also put in
place competent compliance and internal audit functions with their respective aims at detecting
internal control risks and recommending policy changes as well as carrying out checks on

statutory compliance and the internal rules and regulations.

Guotai Junan International Holdings Limited
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INTERIM DIVIDEND

The Board recommends the payment of interim dividend of HK$0.08 per ordinary share for
the six months ended 30 June 2014 to the shareholders whose names appear on the register
of members of the Company on 20 August 2014. The dividend will be payable on or about 8
September 2014.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed on Wednesday, 20 August 2014
to Monday, 25 August 2014 for ascertaining shareholders’ entitlement to the proposed
interim dividend. No transfer of shares will be registered on that date. 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 712-
1716, 17th Floor, Hopewell Centre, No. 183 Queen’'s Road East, Wanchai, Hong Kong, for
registration not later than 4:30 p.m. on Tuesday, |9 August 2014.

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN THE SHARES

AND UNDERLYING SHARES OF THE COMPANY OR ANY ASSOCIATED
CORPORATIONS

As at 30 June 2014, 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:
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OTHER INFORMATION

Hith& ik

Long position in the ordinary shares and underlying shares of the Company

REXRAEBRREBERONORE

Approximate

Number of percentage

underlying of the

shares held Company’s

Number of under equity total issued

awarded share derivatives share capital

Long/short Number of held BRALTE RN

Name of director positions share held iRl ITATHESHEER Total BRITRAK

EEAR R/ KR FrisRAEE ROEE ROEE “aE AEfNEIH

YIM Fung Long 2,665,000 5,742,000 10,750,000 19,157,000 1.01%
A 3=}

WONG Tung Ching  Long 2,712,000 1,704,000 3,500,000 7916,000 0.42%
%5 Y-}

LI Guangjie Long — 447,000 2,750,000 3,197,000 0.17%
RN =3}

LI Sang, Edward Long 124,000 398,000 2,750,000 3,272,000 0.17%
&3 3=}

FU Tingmei Long — — 500,000 500,000 0.03%
BEx Y-}

SONG Ming Long — — 500,000 500,000 0.03%
K8 =3}

TSANG Yiu Keung Long — — 500,000 500,000 0.03%
R 3=}
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OTHER INFORMATION
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Long position in the ordinary shares of an associated corporation REBEIEEBERNRR

Name of Percentage of

Long/short associated Number of issued shares

Name of director positions corporations Nature of interest shares HERT
EEpg B/ KB BB ZEER BENE BOEE BOBDL
YIM Fung (Note) Long Guotai Junan Fund Interest of a controlled 2,010,000 20.1%
A& (fe) kg Management Limited corporation

BHREZES Bz VAEILE 5o

BEARAA]

Note: Dr. YIM Fung, Chairman, executive director and chief executive officer, holds 92% equity
interests in Best New Management Limited, is deemed to have an interest in the 20.1%
equity interest held by Best New Management Limited in Guotai Junan Fund Management

Limited, a subsidiary of the Company.

Save as disclosed above, as at 30 June 2014, 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.
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OTHER INFORMATION
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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 adopted the Share Option Scheme on 19 June 2010 which shall be valid and

effective for a period of 10 years from that date.

On 10 January 2014, 50,000,000 share options have been granted to the Directors and
employees with the exercise price of HK$3.82 per share. Among the share options granted, a
total of 9,750,000 share options were granted to the Directors of the Company. The closing
price of the Company's shares on the date of the grant was HK$3.82. The option period
of the share options is from 10 January 2014 to 9 January 2024. One-third of the share
options granted will be vested on the first, second and third anniversaries of the date of grant

respectively.

For the six months ended 30 June 2014, 1,000,000 share options with exercise price of
HK$3.82 each lapsed prior to the vesting date as a result of staff resignation. There was no

forfeiture of share options for the periods ended 30 June 2013 and 2014.

3,650,000 share options were exercised during the period ended 30 June 2014 (2013:
1,650,000).
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OTHER INFORMATION

Hith &k

Movements of the share options under the Share Option Scheme for the period ended 30 BEZZ—MFEANA=+HILERE  BRET
June 2014 are as follows: FETHEREZSNT
Share
price Weighted
immediately average
Exercise  precedingthe  Options held share price
price of grant date at | January Options immediately
share options (HK$) 2014 granted Options heldat ~ preceding the
Options (H$)  BEEH H-Z-mE during the Exercised 0June 2014 exercise date
Date of granted BREN hiF) -B-H period duing  Lapsedduring RZF-ME RETE
Name of participants grant BRI ik KRE REN  BARL the period theperiod  AA=TA REEN
SRENE RHAH ERE (£7) (£7) RRE BRE  BAGE  BAXN GANBRE NEVHRE
Drrectors
£
YM Fung 40412012 6000000 250 251 6,000,000 - - - 6000000 NAZ
B 10172014 4750000 38 3 - 4750000 - - 4750000 NAE
WONG Tung Ching 244412012 3000000 250 251 2,500,000 - (1,500,000) - 1,000,000 418
%% 01014 2500000 38 M = 2500000 - - 250000 NAZ
LI Guangjie 24412012 1,500,000 250 251 1,500,000 - - - 1,500,000 NAE
A 10112014 1,250,000 38 370 - 1,250,000 - - 1,250,000 NAE
LI Sang Edward 40412012 1,500000 250 251 1,500,000 - - - 1,500,000 NAZ
3 10172014 1,250,000 38 3 - 1,250,000 - - 1,250,000 NAE
FU Tingmei 244412012 500,000 250 251 500000 - - - 500,000 NAE
BEX
SONG Ming 40412012 500000 250 251 500000 - - - 500,000 NAZ
R
TSANG Yiu Keung 24412012 500,000 250 251 500000 - - - 500,000 NAE
i
Employees 40412012 26500000 250 251 2850000 - (2,150000) - 20700000 404
k& 10172014 40250000 38 370 - 40250000 - (1,000,000) 39,250,000 NAE
In aggregate 244412012 40,000,000 250 251 35850000 - (3650,000) - 32,200,000 410
At 10172014 50,000,000 381 370 - 50,000,000 - (1,000,000) 49,000,000 NAE

HEZZZBEBERERLQA
2014 H Hi 5K &
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Share Award Scheme R 43 S B st &

On 27 October 2011, the Company adopted the Share Award Scheme under which the RZZE——F+AZ+tH  KAFAEHRKRH
shares of the Company (the “Awarded Shares") may be awarded to selected employees REEE - B ARRRG ([REBERG])
(including Directors) of any members of the Group (the “Selected Employees ") pursuant to AIREBR GO B BN 2R REERERK
the terms of the Scheme Rules and the Trust Deed of the Share Award Scheme. The Share FETAEBEAKNERARINERES ([BE
Award Scheme became effective on the adoption date and, unless otherwise terminated or BE]) (BREESF) - RHZBHENEMA
amended, will remain in force for 10 years from that date, i.e, 26 October 2021. HIER  RIERITRIESIEE] M AR I0F

(ME=Z-_—F+A-t/ B)BX-

Details of the Awarded Shares granted and unvested as at 30 June 2014 are set out below: RIZE-—MEAAZTERERABBHZE
B FRMT -
Number of Average fair
Date of award shares awarded value per share  Vesting date
KBS RERNEME BSRF¥HILFE BEAN
30/3/2012 7,494,000 HK$2.15  30/11/2012,30/11/2013 and 30/11/2014
“Z-—"f=A=+H LSBT —E-"Ft+—-A=+H ZF-=
T—A=tERZZ-—ME+—-A=+H
21/512012 182,000 HK$2.52  30/11/2012,30/11/2013 and 30/11/2014
“T-—HFRA-t—H 2528 ZFE-ZHF+t-A=tH ZF-=F%
+-A=tER-F-WE+— A=+
22/412013 8,567,000 HK$2.97  30/11/2013,30/11/2014 and 30/11/2015
“E-ZFMAZTCH 2978t —E-=Ft+—-A=tRH ZET-@mF
T—A=tBERZZE-RFT-A=1—
H
9/4/2014 9,406,000 HK$4.00  30/11/2014, 30/11/2015 and 30/11/2016
—“Z-{EMANA 4008 —F-NE+—A=1+R ZT-I%F

+-AEZTER-F-AF+-A=18

230,000 Awarded Shares have lapsed prior to its vesting date as a result of staff resignation for HE-Z-NEXA=1H 8™ 230,000 %
the period ended 30 June 2014 SR R B BTGB B B -
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Movements of Awarded Shares under the Share Award Scheme for the year ended 30 June

2014 are as follows:

OTHER INFORMATION
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BE_Z-NFAA=TRHLFE  RHED
ATEPETHREIRMEFHMT -

Awarded Awarded
shares at shares at
| January 30 June
2014 2014
i Granted Lapsed i
—E-mE during during Z—E—MF
Name of participants —R—H the period the period NA=1H Vesting date
SHELR NRBROD i Bk HRBRO HEED
Directors
EE
Yim Fung 2,611,000 3,131,000 — 5,742,000 30/11/2014, 30/11/2015 and
]2 30/11/2016
—T-mE+—A=tH"
“E-RFT-A=THEK
—E-RE+-A=1H
Wong Tung Ching 819,000 885,000 — 1,704,000 30/11/2014, 30/11/2015 and
%5 301172016
—E-ME+-A=1+R -
“E-RFT-A=THEK
“E-RFt—-A=1H
Li Guangjie 194,000 253,000 — 447,000 3071172014, 30/1 172015 and
FRAR 301172016
“T-EFE+-A=1H"
—T-RET-A=THER
—ET-R"¥t+—-A=1H
Li Sang, Edward 187,000 211,000 — 398,000 3071172014, 30/11/2015 and
4 30/11/2016
—T-mE+—-A=tH"
“E-RFT-A=TEK
—E-RFt+—-A=1H
Employees
EE
In aggregate 4,261,000 4,926,000 (230,000) 8,957,000 30/11/2014, 30/11/2015 and
@t 301112016
—T-MEF-A=T+H -
—T-RET-A=tTHER
—E-RFt+—-A=1H
8,072,000 9,406,000 (230,000) 17,248,000
BREZRBEBERERAA
2014 R 8R &
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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 2014, 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 2014, 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:

Number of shares

ESRARDIEERNERN

Br E X BN BB AR 81 R B0 RR Rt Sl B R
hBET-MERA=THRILHRE AR
Al R BB A R B B R A ek - DGR
EZRBEARD B S EAEE OB X
EREF(BREER)OHAMEN: EF
HEBH 185U T TR ERBARRES
HERIRER] - HEITEEELFEN -

FTERRREMATRRORBBR G HE
#HRKR

RZE-MFERA=TRH " TIALAEFAR
AIER)RARENRGD REBR O P HEERIE
ERRHEHRIEXVEE2 K30 HBHEXE
AARARE  ZREFFRBEHRIFE 336
i BHERZGEPIARTERRBAFENET
fAMEDZIARIT :

Approximate percentage of issued

share capital of the Company

BRHHE ARACRITRABANE DL
Name of shareholders Long positions Short positions Long positions Short positions
BRREE RE KR RE KB
Guotai Junan Holdings Limited 1,253,418,000 Nil 66.27% Nil
BRELERERAF & =
Guotai Junan Financial Holdings Limited (Note) 1,253,418,000 Nil 66.27% Nil
BREZERERERAR (M) e &
Guotai Junan Securities Co,, Ltd (Note) [,253,418,000 Nil 66.27% Nil
RREZEFRMBERAF (M) & &
Shanghai International Group Co,, Ltd (Note) 1,253,418,000 Nil 66.27% Nil
LEBRREEARLR (HE) & E
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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 2014, 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 January 2014, the Company (as guarantor) and its wholly-owned subsidiary, Guotai
Junan (Hong Kong) Limited (as borrower), entered into a facility agreement (the “Facility
Agreement”) with certain financial institutions (as lenders) in respect of a revolving loan facility
and a term loan facility in an aggregate amount of HK$3.3 billion for a term of 3 years. Under
the Facility Agreement, it will be an event of default if Guotai Junan, the controlling shareholder
of the Company, does not, or ceases to directly or indirectly own, legally and beneficially, at
least 51% of the share capital 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 (i) declare all or part of the
loan, together with accrued interest, and all other amounts accrued or outstanding under the
Facility Agreement be immediately due and payable; and/or (iii) declare that all or part of the

loan become payable on demand.
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COMPLIANCE WITH THE CORPORATE GOVERNANCE CODE

For the six months ended 30 June 2014, the Company has adopted the code provisions set
out in the Corporate Governance Code contained in Appendix |4 to the Listing Rules as its
own code of corporate governance. During the period, the Company has complied with all
the code provisions as set out in the Corporate Governance Code, except for deviation from
provision A2.1. The roles of the Chairman and Chief Executive Officer of the Company are
not separated and performed by two different individuals. The Directors consider that vesting
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 as set out in the Appendix 10 of the Listing Rules
regarding securities transactions by its Directors. The Company has made specific enquiry of
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 dealings on the Stock Exchange) to the date of this interim report.

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 executive Director, Dr. Yim Fung. 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.

Guotai Junan International Holdings Limited
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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 2014. 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.

By order of the Board
YIM Fung

Chairman

Hong Kong, 5 August 2014
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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION

T 1 % R B R

Ernst & Young

22/F, CITIC Tower
| Tim Mei Avenue

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 34 to 96, which
comprises the condensed consolidated statement of financial position of Guotai Junan
International Holdings Limited (the “Company") and its subsidiaries (together, the “Group”) as
of 30 June 2014 and the related condensed consolidated statements of comprehensive income,
changes in equity and cash flows for the six-month period then ended, and other explanatory
notes. The Main Board Listing Rules Goveming 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.

Ernst & Young
Certified Public Accountants

Hong Kong

5 August 2014
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CONDENSED CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME

s >z
B % 5 2 i e g R
For the six months ended 30 June
BEAA=ZTHLAEA
Notes 2014 2013
ik ZE-lIF “T-=F%
Unaudited Unaudited
REER REEZ
HK$’ 000 HK$ 000
TR TAT
Revenue Yz 4 827,455 384412
Other income Hip A 5 2,79 2652
Revenue and other income Wz R E MU A 830,251 387,064
Staff costs B IR 6 (194,704) (108,669)
Commission to account executives LYo ik (31,823) (26,706)
Other commission expenses Hinfemx< (24,901) (16,855)
Performance fee expense FRBRX — (6,050)
Depreciation e (11,407) (13262)
(Impairment charge on)/write back of loans and BTEFERRBR
advances to customers (RifE),/ #E I (44) 57
Impairment charge on accounts receivable FERCRIE R (E 12(a) (67) (1
Other operating expenses Hi e (66,169) (49,784)
Operating profit iyl 501,136 165,794
Finance costs AR (39,013) (7,463)
Profit before tax BR DL AT A 7 462,123 158,331
Income tax expense FEHRA X 8 (64,381) (18918)
Profit for the period BRI 397,742 139413
Other comprehensive income for the period, net of tax HREt2ERE  NERHE — -
Total comprehensive income for the period HAZHKRZARE 397,742 139,413

34 Guotai Junan International Holdings Limited
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CONDENSED CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME
(SRR T B g S

For the six months ended 30 June

BEAA=1THILAEA

Notes 2014 2013
3 —g-mE  —E-=f
Unaudited Unaudited
REER REEZ
HK$’ 000 HK$ 000
T TAT
Profit and total comprehensive income FEAE ER R Fl &%
for the period attributable to: THKGEBE
Owners of the parent BAREAA 396,160 138907
Non-controlling interests IR 1,582 506
397,742 139,413
Earnings per share attributable to ordinary equity BRAAEBRRR
holders of the parent EihERER
Basic (in HK cents) —EAR(LABILE) 10(a) 2251 8.12
Diluted (in HK cents) —EE (LOBLE) 10(b) 2226 8.06

Details of the dividend proposed for the period are disclosed in note 9 to the interim financial HMNEZREFEREN DB BERME9 o

information.
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CONDENSED CONSOLIDATED STATEMENT OF
FINANCIAL POSITION
i B %55 5 B A R

As at As at
30 June 31 December
Notes 2014 2013
FiisE —E-mE —T-=F
AA=+tH +ZHA=t+—H
Unaudited Audited
REER RERZ
HK$’ 000 HK$' 000
TER FEL
Non-current assets 3’F5ﬁv§§g
Property, plant and equipment ME - WEREE 408,482 413,440
Investment properties REME 104,023 105,599
Intangible assets BYEE 2,823 2823
Other assets Hi & 3217 3230
Towlnon-currentassets ] FRORERE S18s4s 525092
Current assets RBEE
Loans and advances to customers BIRPERNER [l 8,252,568 6,005,392
Accounts receivable FENRIE 12 1,283,575 998,881
Prepayments, deposits and BRTIE - Bk
other receivables H ity IR 71,994 21,341
Financial assets at fair value through BATER ABRED
profit or loss TREE I3 1,282,412 983,717
Tax recoverable Bk 107 182
Client trust bank balances EPERITMAR 14 9,637,847 7,966,841
Cash and cash equivalents BekBaFED 495,599 485,295
Towleurrentassets ... TEREA® __Laese 6461649
Current liabilities REBEE
Accounts payable e 508 5 (11,033,245) (9,120,380)
Other payables and accrued liabilities H A FE (T 3B R IERTFUE (129,653) (139,029)
Interest-bearing bank borrowings ATRRITER 16 (4,249,117) (3386,113)
Debt securities in issue BEITNESE S 17 (218,334) (324,706)
Tax payable eI (92,778) (34.864)
Total current liabilities RBAEAR (15,723,127) (13,005,092)
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CONDENSED CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

PaS N
i BH %5 & W Bk R
As at As at
30 June 31 December
Notes 2014 2013
—E-E —E—=F
(i3 AB=+H +ZA=1+—H
Unaudited Audited
RBER &%
HK$’ 000 HK$' 000
THER FAT
NET CURRENT ASSETS REEEFE 5,300,975 3,456,557
TOTAL ASSETS LESS CURRENT LIABILITIES BEERRBERE 5,819,520 3,981,649
Non-current liabilities *RBERE
Interest-bearing bank borrowings FTERITIEK 16 (990,000) -
Deferred tax labilties ELEHERE (31,850) (34332)
(1,021,850) (34332)
Net assets BEERE 4,797,670 3947317
Equity B
Share capital AR AR 18 3,832,553 172,765
Share premium R E 8 = 2,959,240
Other reserve HAthE (1,236,460) (1,236,460)
Share-based compensation reserve VARG RETE R E A
— Share option reserve — BRERE 19 52,892 39,998
— Share award reserve — tn 2R E 20 21,000 9,054
Shares held under the Share Award Scheme B RERT RS B MR R 21 (86,683) (56,702)
Proposed interim/final dividend BEE RER S 9 149,253 222209
Retained profits R wF 2,055,856 1,829,536
Equity attributable to owners of the parent BRAA ARG 4788411 3939,640
Non-controlling interests FEIEAR MR 9,259 7677
Total equity B 4,797,670 3947317
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CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

AU GERZHR
Equity attributable to owners of the parent
BATHAARLRR
Shares
held
under
the share  Proposed
award  interim/
Share Share  scheme final Non-
option award BE  dvidend controlling
Share Share Other  reserve  reserve MR BE  Retained interests Total
apitl  premum  reserve  ERE Rt HEEE  H8/ pofs Toul  EER eqiy
ke ROEE AtEE  RE ZBRE  NRG RERE REEW &% BE BRSE
HK$'000  HK$'000 HK$'000 HKS'000 HK§'000 HK$'000 HK$'000 HK$'000 HK§'000 HK$'000  HKS'000
Tén TEx TEx TEx TEx TEn TER TEr TR TExr  TEn
Unaudited RERH
Balance at | January 2014 RZB-ME-A-A0EH 172765 2959240 (1236460) 3999 9054 (570D 222209 182953 3939640 7677 347317
Transfers on 3 March 2014 (Note 18) RZZ-MEZAZBEA(N18) 295940 (2959,40) = = = = = = = = =
Total comprehensive income for the period M2 EHAE = = = = = = — 39,160 39,160 1582 39774
Shares issued upon placement REEROAZTEORA (K 18)
of shares (Note 18) 687,223 - - - - — 20800  (20800) 687,223 — 6872
Recognition of equity-settled share BANEREED R AER
based payment (Note 6) IREAGED) = = — 0% 1% = = - 9040 - M
Purchase of shares held under the BERERORE:HEMEER
share award scheme (Note 21) bolGEN = - = = - %) 68 3 (9981) - (99%)
Share issued upon exercise of RERE 2B T RIER
share option under the share R mETHRE (5 19)
option scheme (Note 19) 13325 - = (4200 - - 40 @0 9128 - 9,125
Final dhidend declred (Note 9) EIRRERE (H9) - - - = = — (47%) —  (427%) —  (427%)
Proposed interim diidend (Note 9) R ERS (W9) = = = = = — 4983 (149253) = = =
Balance at 30 June 2014 RIB-MEXAZTEOSS 3832553 — (136460) 52892 20000  (36683) 149253 205585 4788411 9259 4797670
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CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY
G GERZEIR

Equity attributable to owners of the parent
SN LN

Shares
held
under
the share  Proposed
award  interim/
Share Share  scheme final Non-
opton  award BE  dvidend controling
Share Share Oter  resene  resene  [RIAEEE B Retdned interests Total
aptal  premum resene  ERE Ry iEEE R/ profis Totd AR eqiy
R BOEE EtRE  RH ZBEE  NRGD RERS REEM &% BE EREE
HKS000  HKF000  HKFOO0  HKEO00  HKS'000  HKS'000  HKFO000  HKFOO0  HKS000  HKS'000  HK$'000
TEn  TEn TEr TEn TEn  TEr  TEn TEn TAr  TEn  Tix
Unaudited RERH
Balance at | January 2013 RZZ-Z£-A-A0ER 164000 2770707 (1 236460) 33330 570 (28833) 113882 1570102 3393448 6317 3399765
Total comprehensive income for the period A2 HNBEE - - - - - — 138907 138907 506 139413
Sharesissued upon placement REERHTETHRA (K 18)
of shares (Note [8) 8500 178264 - - - - 5950 (5950) 186,764 — 18764
Recognition of equty-settled B EREE
share based payment (Note 6) IR BERR R (I o) - - — 705 808 - - — 15080 — 15080
Purchase of shares held under the BERERNRB:HEINES
share award scheme (Notes 21) BB (1) - - - - — (%) (184 184 (1646]) = (I846D)
Vesting of shares for the share ZBRNBEAERD
award scheme — — — - (3046) 2,700 - 346 - — —
Share issued upon exercise of share RERET 2R ThEREE
option under the share MR (W 19)
opton scheme (Note 19) 5 5 ) - - 8l B) 415 — 4
Finaldhidend dedared (Note 9) ERRERE (M39) - - - - - - (1970) - (1970) - (11979)
Proposed interim dividend (Note 9) BER R (M) - - - - - — 3B (31.303) - - -
Balance at 30 June 2013 RZE-ZERAZTRNES 72665 2955720 (1236460) 38554 10739 (4259%4) 51303 1652205 3602134 683 3608957
BREZRBEBERERAA
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

Al GHEREXR

For the six months ended 30 June

BEAA=THILAEA

Notes 2014 2013
Pt —E-mE —T-=F
Unaudited Unaudited
REEY AEEZ
HK$’ 000 HK$ 000
FER TR

Net cash flows used in operating activities RETHNRERLFHE 25 (2,155,034) (500,883)
Cash flows from investing activities RETHNRERE
Purchases of property, plant and equipment BEYE  HELR (4.877) (3317)
Proceed from disposal of fixed assets HE R E & EMESRIE 12 —
Net cash flows used in investing activities RERBNREM TR (4,865) (3317)
Cash flows from financing activities METBHNRERE
Dividend paid to shareholders EENET S 9 (242,796) (119,729)
Repayment of issuance of debt securities BRERER (386,824) (231,749)
Proceeds from issuance of debt securities BOIERESETIE 280,452 395,709
Net proceeds from bank loans BIOIERAEHBEFE 16 1,853,004 887975
Net proceeds from issuance of shares A& R M BT TR

upon placements of shares PSR 18 687,223 186,764
Net proceeds from issuance of shares upon F AR TR M 21T

exercise of share options B0 B {5 ZURF 88 19 9,125 4,125
Purchase of shares held under BERERN ZEt 2

the share award scheme mEA 8RR 21 (29,981) (16461)
Net cash flows from financing activities REEBNRERNFR 2,170,203 1,106,634
Net increase in cash and cash equivalents ReRBASEEMENTE 10,304 602,434
Cash and cash equivalents at beginning of period HOReREEED 485,295 384,554
Cash and cash equivalents at end of period HRBEERBEEEY 495,599 986,988
Analysis of balances of cash and cash equivalents ReRREEBNEHIN
Cash and bank balances Re RRITHES 299,288 806,545
Non-pledged time deposits with original maturity of less FHESHAPR=MA

than three months when acquired L EHERTEER 196,311 180,443

495,599 986,988
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NOTES TO THE INTERIM FINANCIAL INFORMATION

GENERAL INFORMATION

The Company was incorporated on 8 March 2010 in Hong Kong with limited liability
under the then Hong Kong 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 dealing and
broking, loans and financing, corporate finance, asset management and investment

holding.

The Company's immediate holding company and ultimate holding company are Guotai
Junan Holdings Limited (“GJHL") incorporated in the British Virgin Island 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 for issue on 5

August 2014.

BASIS OF PREPARATION AND CHANGE IN ACCOUNTING
POLICIES

The interim financial information for the six months ended 30 June 2014 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 interim financial information should be read in conjunction with
the consolidated financial statements of the Group for the year ended 31 December
2013, which have been prepared in accordance with Hong Kong Financial Reporting

Standards (“HKFRSs").

The accounting policies and basis of preparation applied in the preparation of the
interim financial information and the use of certain critical accounting judgements and
estimates are the same as those used in the consolidated financial statements for the
year ended 31 December 2013 disclosed in the 2013 annual report of the Company,

except for the adoption of new and revised HKFRSs as described below.
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NOTES TO THE INTERIM FINANCIAL INFORMATION
ep 31 5 s R B st

2. BASIS OF PREPARATION AND CHANGE IN ACCOUNTING 2 REEEREHBEEH(E)
POLICIES (continued)
The Group has adopted the following new and revised HKFRSs for the first time for this

REBE A HEEERRAIET R
BETBBMBEREERMT

interim period.

Effective for financial

years beginning on/after

Standard Content RTHBEHRRz2%
%8 AR RRNMERFEEN
HKFRS 10, HKFRS 12 Amendments to HKFRS 10, HKFRS 12 and HKAS 27 (2011) | January 2014
and HKAS 27 (2011) — Investment Entities —E-mFE—H—H
Amendments BEEMBHREERNE 105 BERNBHRSEINE 2% R
BBMEREER B ENE 7 R(ZT——F)NET - REER
F105% - BEMH
HEERE 12571
BREHERIE 7R
(Z2——F)MEF]
HKAS 32 Amendments Amendments to HKAS 32 Financial Instruments: Presentation | January 2014
EAQEUENR — Offsetting Financial Assets and Financial Liabilities —Z-MmF¥—-HA—H
HERT BREMEMNENRNER : eRTA: 27 -SBEER
ERB BN
HKAS 36 Amendments Amendments to HKAS 36 Impairment of Assets | January 2014
BEREERIE 365 — Recoverable Amount Disclosures for Non-Financial Assets e
HfERT BREEAE 6 RNEEERE - FEREERN
e & R
HKAS 39 Amendments Amendments to HKAS 39 Financial Instruments: Recognition and Measurement | January 2014
BRGERIE 9% — Novation of Derivatives and Continuation of Hedge Accounting —Z-MF—-H—-H
HfERT ERGERNEIROETeMIE  HANFE-TE
TAMNBEREh G0 EY
HK(IFRIC)-Int 21 Levies | January 2014
B (BRMGHRERE #BE “E-WE-A-H
ZE®) -REFUR
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NOTES TO THE INTERIM FINANCIAL INFORMATION

BASIS OF PREPARATION AND CHANGE IN ACCOUNTING
POLICIES (continued)

Other than as further explained below regarding the impact of HKFRS 10, HKFRS 12 and
HKAS 27 (201 1) amendments and HKAS 32 amendments, the adoption of the new and

revised HKFRSs has had no significant financial effect on the interim financial information.

. HKFRS 10, HKFRS 12 and HKAS 27 (2011) — Amendments to HKFRS 10,
HKFRS 12 and HKAS27 (201 1) — Investment Entities

Amendments to HKFRS 10 include a definition of an investment entity and
provide an exception to the consolidation requirement for entities that meet the
definition of an investment entity. Investment entities are required to account for
subsidiaries at fair value through profit or loss in accordance with HKFRS 9 rather
than consolidate them. Consequential amendments were made to HKFRS 12
and HKAS 27 (2011). The amendments to HKFRS 12 also set out the disclosure
requirements for investment entities. The adoption of these amendments has
no material financial impact on the Group as the Company is not an investment

entity as defined in HKFRS 10.

T 1 3 % A R
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NOTES TO THE INTERIM FINANCIAL INFORMATION
ep 31 5 s R B st

2.

BASIS OF PREPARATION AND CHANGE IN ACCOUNTING
POLICIES (continued)
. Amendments to HKAS 32 Financial Instruments: Presentation — Offsetting

Financial Assets and Financial Liabilities

The HKAS 32 Amendments clarify the meaning of “currently has a legally
enforceable right to set off” for offsetting financial assets and financial liabilities.
The amendments also clarify the application of the offsetting criteria in HKAS
32 to settlement systems (such as central clearing house systems) which apply
gross settlement mechanisms that are not simultaneous. The adoption of these

amendments has no material financial impact on the Group.

The Group has not early adopted any other standard, interpretation or amendment that

has been issued but is not yet effective.

In addition, the annual report requirements of Part 9 “Accounts and Audit” of the
new Hong Kong Companies Ordinance (Cap. 622) come into operation as from the
Company's first financial year commencing on or after 3 March 2014 in accordance with
Section 358 of that Ordinance. The Group is in the process of making an assessment
of the expected impact of the changes in the Hong Kong Companies Ordinance on
the consolidated financial statements in the period of initial application of Part 9 of the
new Hong Kong Companies Ordinance (Cap. 622). So far it has been concluded that
the impact is unlikely to be significant and will primarily only affect the presentation and

disclosure of information in the consolidated financial statements.

Guotai Junan International Holdings Limited
2014 Interim Report
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NOTES TO THE INTERIM FINANCIAL INFORMATION

OPERATING SEGMENT INFORMATION

Operating segments are reported in a manner consistent with the internal reporting
provided to the Group's senior 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 business
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 dealing and broking segment engages in the provision of securities,
futures and leveraged foreign exchange dealing and broking as well as wealth

management services to customers;

(b)  the corporate finance segment engages in the provision of advisory services,

placing and underwriting services;

(c)  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 to
margin customers, initial public offering (“IPO™) loans, other loans to customers

and bank deposits;

(e)  the investment holding segment represents interest income, dividend income and

gains or losses from listed and unlisted investments; and

() the "others” segment mainly represents rental income, and provision of

information channel services.

Inter-segment transactions, if any, are conducted with reference to the prices charged to
third parties and there was no change in the basis during the six months ended 30 June

2014 and 2013.
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NOTES TO THE INTERIM FINANCIAL INFORMATION

T 1] 5 75 Y B

3. OPERATING SEGMENT INFORMATION (continued) 3. REIBEME)
The unaudited segment results of the Group for the six months ended 30 June 2014 AREBE-_T—NFAA=THLAX
are as follows: ERAMRCEZDDEENT
Loans and
Dealing and Corporate Asset financing ~ Investment
broking finance  management BNk holding Others Total
EEREBE  L¥@E  4EER BE  REEXH A it
HK$' 000 HK$' 000 HK$' 000 HK$'000 HK$' 000 HK$' 000 HK$' 000
TR TiEn TR T TiEn TR TiEn
Segment revenue and other income: AR R -
Sales to externel customers HETHNIEP 258538 173991 17,862 312,155 64909 279% 830251
Inter-segment sales A HAEE - - - - - - -
Tota @it 258,538 173,991 17,862 312,155 64,909 27% 830251
Segment results PHEE 97,329 113,635 3378 182872 64,909 — 462,123
Income tax expense ik tilabd (64,381)
Profit for the period BREHN 397,742
Other segment information: HUHGEHR -
Depreciation il 3253 3,556 564 4034 — — 11407
Finance costs HERKR — — — 39,013 — — 39,013

Guotai Junan International Holdings Limited
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NOTES TO THE INTERIM FINANCIAL INFORMATION
tp 3 5 s R B 5T

3. OPERATING SEGMENT INFORMATION (continued) 3. RESIBERE)
The unaudited segment results of the Group for the six months ended 30 June 2013 AEEHE_T =/ A=1THLR
are as follows: BARREEZDBEENT
Loans and
Dealing and Corporate Asset financing ~ Investment
broking finance  management ERR holding Others Total

BERAL  LXME  AERR BE  BAXH Hft it
HKPOOO  HKSO000  HK$000  HKFOOD  HKSO0  HKFOOD  HK$'000
TAL TAL TAL TAL TAL TAL TAL

Segrent revenue and other income: AR REMRA -

Sales to external customers EETHMIZR 176726 36725 19964 162,485 (11488) 2652 387064
Inter-segment sales A EHE - - - - - - -
Totdl st 176726 36725 19964 162485 (11488) 2652 387,064
Segment resuts HH%E 62875 3607 4034 99263 (11488) - 158331

Income tax expense FERRR (18918)
Profit for the period iyl 139413
Other segment information: HAHER

Depreciation il 5399 2114 m 4977 - - 13262
Finance costs B 3 I - 7449 - - 7463

al
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NOTES TO THE INTERIM FINANCIAL INFORMATION

T 1] 5 75 Y B

4. REVENUE

An analysis of revenue, which is also the Group's tumover, is as follows:

L6

Wt (TRARENERB) AT :

For the six months ended 30 June

BEAA=tTHILAEA

2014 2013
—2-pmEF —F-=F
Unaudited Unaudited
REER REEZ
HK$’ 000 HK$ 000
FHET THET
Dealing and broking: BEREL -
Commission on securities dealing and broking ELEERELHES 219,654 133,343
Commission on futures dealing and broking HMEBEERK LR 15,376 24,295
Handling income on dealing and broking BERELENFEBUA 22,007 17,529
Net income on leveraged foreign exchange BRINEE B KRG
dealing and broking ol ONES: 971 1,553
Commission on wealth management services BURENAE 530 6
258,538 176,726
Corporate finance: rERE -
Placing, underwriting and sub-underwriting commission B2 ~ BIER D BIHES
— Debt securities —BBES 34,909 —
— Equity securities - REEEH 100,091 15,602
Consultancy and financial advisory fee income ERIREZAERA 38,991 21,123
173,991 36,725
Asset management: BEER
Management fee income ERBWRA 17,096 10,246
Performance fee income KEEBRA 766 9,718
17,862 19,964

48  Guotai Junan International Holdings Limited
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NOTES TO THE INTERIM FINANCIAL INFORMATION
tp 3 5 s R B 5T

REVENUE (continued) 4. W&E(E)
For the six months ended 30 June
2014 2013
—2-mEF —E-=F
Unaudited Unaudited
REER RIEEZ
HK$’ 000 HK$ 000
FERT TAT
Loans and financing: ERRRE -
Interest and handling income from margin loans FREFHMNERFEERA 241,344 121,206
Interest and handling income from term loans EHEFMFSERFEBUA 29,329 18,030
Interest income from IPO loans EVNNE - E VY ON 1,222 431
Interest income from banks and others AT REMF SHRA 40,260 19,908
Interest income from SEIERE
held-to-maturity investments BB U A — 2910
312,155 162,485
Investment holding: REX
Net fair value gain/(loss) on financial assets REEESREENLTE
held for trading Wi/ (E518) 558
— Listed securities —LEWmEH 48,797 (7,674)
— Unlisted securities —FLEMES (4811) —
Net fair value loss on unlisted financial assets EERATEFABRNELTER
designated at fair value through profit or loss BENATEERFE (6,875) (14,337)
Interest income on financial assets held for trading HIEEBESREENNBBA
~ Listed securities — L& 19,009 8011
— Unlisted securities - EmEH 2,235 —
Interest income from unlisted financial assets EERATEFABRELTER
designated at fair value through profit or loss BEMFNSHRA 1,481 1481
Dividend income from listed securities FHIEEE tmER
held for trading AR S A 5,073 1,031
64,909 (11,488)
827,455 384,412

HEZZZBEBERERLQA
2014 H Hi 5K &

49



NOTES TO THE INTERIM FINANCIAL INFORMATION

T 1] 5 75 Y B

50

5. OTHER INCOME 5. HlA
For the six months ended 30 June
BEAA=tARLXER
2014 2013
—E2-ImE —ET-=F
Unaudited Unaudited
REEX REEZ
HK$’ 000 HK$' 000
TEx TAT
Rental income from investment properties REMENHEIA 1,974 1,978
Information services income BRI WA 585 568
Others Hith 237 106
2,796 2,652
STAFF COSTS 6. BIMK
For the six months ended 30 June
BEAA=t+HLRER
2014 2013
—2-ImE —E-=F
Unaudited Unaudited
RBEX REEZ
HK$’ 000 HK$' 000
TERT THAT
Staff costs (including Directors' remuneration): BIMK(BEEEMS)
Salaries, bonuses and allowances e - B NER 163,896 92,113
Share-based compensation expense PARR (9 BETE R ZT N X
— Share Option Scheme — Rt 2 17,094 7015
— Share Award Scheme — 17 BEEhat & 11,946 8,065
Pension scheme contributions RIKE R B ER 1,768 [,476
194,704 108,669

Guotai Junan International Holdings Limited
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NOTES TO THE INTERIM FINANCIAL INFORMATION

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

T 1 3 % A R

BRB AR A
AEENBRBANE R EIR,(GEA)
NTREEREL -

For the six months ended 30 June

BEAA=THLAEA

2014 2013

—F-mF —F=F

Unaudited Unaudited

REER RIEEZ

HK$’ 000 HK$ 000

FERT FET

Professional and consultancy fee BENZAE 11,906 [1,053
Information services expense ERRBR < 6,224 5,689
Repair and maintenance (including system maintenance) 418 X & (R IR R %) 8,805 5942
Marketing, advertising and promotion expenses miskE  BEENEBRX 2,770 1731
Foreign exchange difference, net INEFEFR 1,429 (1,627)
Gain on disposal of property, plant and equipment HENE  BE REFHN K (8) —

INCOME TAX EXPENSE

FriEwiAx

For the six months ended 30 June

BEAA=THLAEA

2014 2013
—F-mF —T=F
Unaudited Unaudited
REER RIEEZ
HK$’ 000 HK$' 000
FERT FET
Current - Hong Kong B -FE
— Charge for the period — AR 66,863 22,546
Deferred B (2,482) (3,628)
Total tax charge for the period HRTIER S A8 64,381 18918
Hong Kong profits tax has been provided at the rate of 16.5% (2013: 16.5%) on the BEREMNGH IR BALEETBE LN
estimated assessable profits arising in Hong Kong during the period. ERT R REE 165%( T —=4F:

16.5%) Bt -
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NOTES TO THE INTERIM FINANCIAL INFORMATION
ep 31 5 s R B st

PROPOSED INTERIM/FINAL DIVIDEND

The Board has proposed an interim dividend of approximately HK$ 149,253,000 or
HK$0.08 per ordinary share (2013: HK$51,303,000 or HK$0.03 per ordinary share) as
adjusted to exclude the dividend for the shares held under the share award scheme (the
“Share Award Scheme”) of the Company amounting to approximately HK$2,051,000
(2013: HK$496,000) for the six months ended 30 June 2014. The interim dividend
proposed after the reporting date has not been recognised as a liability in the interim

financial information at the end of the reporting period.

The Board has declared a final dividend of HK$0.13 per ordinary share for the year
ended 31 December 2013 on 14 May 2014 and paid the final dividend of approximately
HK$242,796,000 on 6 June 2014, as further adjusted to include the dividend for shares
issued under the Company's general mandate and share option scheme amounting
to approximately HK$21,230,000 but exclude the dividend for shares held under the
Company's share award scheme amounting to approximately HK$643,000 in respect of

award shares purchased in 2014.

EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY
HOLDERS OF THE PARENT

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

(@)  Basic earnings per share
The calculation of basic earning per share for the period ended 30 June 2014
is based on the profit attributable to ordinary equity holders of the parent of
HK$396,160,000 (2013: HK$138,907,000) and the weighted average number
of ordinary shares in issue less shares held under the Share Award Scheme of

1,760,114,000 (2013: 1,710,807,000) during the period.
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NOTES TO THE INTERIM FINANCIAL INFORMATION

EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY 10.
HOLDERS OF THE PARENT (continued)
(b)  Diluted earnings per share
The calculation of diluted eamings per share amounts 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 earmings per share
calculation, and the weighted average number of ordinary shares assumed to
have been issued at no consideration on the deemed exercise or conversion of

all dilutive potential ordinary shares into ordinary shares.

The calculation of diluted earnings per share is as follows:

T 1 3 % A R

BRAAEERBRRELEZRERN(E)

(b)

BRBERTN
BREERTNEENREDAE
BERAARNRNGE - FER
FrRE B RRIME TR EHE
BRATBNMRAOEASHT
TREHE - ARBRRAAMEE
ERELRRRE ARTERER
RERRECRTAERTNESR
BnEFaE -

BRESRAGRENOT

For the six months ended 30 June

BEAA=1THILLAEA

2014 2013
—E-IF —B-=F
Unaudited Unaudited
REER REEEZ
HK$’ 000 HK$ 000
FHET THET
Profit attributable to ordinary equity holders SNSRI Y
of the parent (in HK$ 000) (AFHBat) 396,160 138,907
Weighted average number of ordinary shares AR EBRERENE
in issue less shares held for the BEITERROMETISH
Share Award Scheme used in the /WHZ R ZBEr 2R
basic earnings per share calculation (in "000) WD (BATFET) 1,760,114 [,710,807
Effect of dilution — weighted average number }%ﬁ/ﬁ TE- LRk mMETSE
of ordinary shares:
Share options under the Share Option BBARERTEITE T ARE
Scheme (in’ 000) (BAF3t) 13,245 8,178
Awarded shares under the Share Award {5 £2EN 5+ BI18 T ) SR E AR 1
Scheme (in '000) (JAF5t) 6,639 5235
Number of ordinary shares for the purpose REREERNANSMERR
of diluted earnings per share (in '000) B (L&) 1,779,998 1,724,220
Diluted earnings per share (in HK cents) BREERR (LABILE) 22.26 8.06

BREREKRERBRAT
2014 1 #

off all
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NOTES TO THE INTERIM FINANCIAL INFORMATION
ep 31 5 s R B st

1. LOANS AND ADVANCES TO CUSTOMERS . #BFEFERREBR
As at As at
30 June 31 December
2014 2013

R-E-mE R-ZT—=F
AB=ZtH +ZA=1+—H

Unaudited Audited
RBEY RERZ
HK$’ 000 HK$' 000
FER TAT
Margin loans HEER 6,579,658 5,584,049
Term loans to customers BYRPHTHER 729,871 422,008
IPO loans BRAREEER 943,748 —
Gross loans and advances to customers ETEPERRBRETE 8,253,277 6,006,057
Less: impairment B RE (709) (665)
8,252,568 6,005,392
The movements in provision for impairment of loans and advances to customers are as LTEPERKRBRREREZSNT
follows:
2014 2013
—E-pmF —Z2-=f
Unaudited Audited
REER REZ
HK$’ 000 HK$ 000
T TR
As at | January w—A—H 665 679
Impairment charged to profit or
loss during the period/year 8/ FRFT A BENRE 44 88
Impairment reversed during the period/year H/FE R R RE — (102)
R-ZZ—MEXA=1+H/
As at 30 June 2014/31 December 2013 —E-=H+ZA=1+—H 709 665

The impairment charged to profit or loss included interest income on impaired margin BE-_T-—HNFRA=THLEAHEA A
loan of HK$44,000 (2013: HK$38,000) for the six months ended 30 June 2014, BRmREEREEEFREROFSKA
44000 BT (ZF—=% : 380007 -
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NOTES TO THE INTERIM FINANCIAL INFORMATION

LOANS AND ADVANCES TO CUSTOMERS (continued)

Included in the above provision of impairment of margin loans is a provision for
individually impaired margin loans of HK$709,000 (31 December 2013: HK$665,000)
with a carrying amount before provision of HK$709,000 (31 December 2013:
HK$665,000). Save as disclosed above, all loans and advances to customers are neither

past due nor impaired as at 30 June 2014 and 31 December 2013.

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 of
the related collateral. The Group seeks to maintain strict control over its outstanding
receivables and has the Credit and Risk Management Department to 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 value of margin loans approximates 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 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 2014, the total value of securities pledged as collateral in
respect of the margin loans was approximately HK$30,024 million (31 December 201 3:
HK$25,799 million) based on the market values of the securities as at the end of the

reporting period.

T 1 3 % A R

BRTEFERRBR(E)
FRAFREFANERESERENRE
SBRIV0ETL(ZE—=F1+=HA
=+ —HB 16650008 7T ) & 18 B R E FF
BEREE700000ET(ZT—=
+ZA=+—H:665000%7L) KL
XFHEEN  R-_F—NEFESA=ZT
Ak—ZE—=F+ZA=+—B KT
KPERRBHURAH - IRME -

FREMEEY

AREREFRHIARFREARE
B UEPNMESEREARER -8
EEPHERREEEEINEPHME
ERRMBEEBRERARMNERAREE
AEBREEREERKFIEREBRIE
THl - WK TEERERERSME
EiEERR -

0|

BFREFHNAREFAEBCEAES
BR 2EETZEINEFL - WK
EXEE AFREFNREERART
BEE - ARARAAEE(EF )R
R ERFREXEBHLEE  KRD
MU REFEIMEE  AHERBER
RO BYTHFREFPHEERERT
BEASEZMNNERBELURMERS
Eo%:f—mixﬂ:+ﬁvﬁﬁi

HEgRBNEFTENE  ERHEE
IR R E}]E}fﬁaﬁ ﬁlmf #) 530,024
BEAT(ZE—ZF+T-RA=1+—8:
25,799 E%;’éﬁ) °
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NOTES TO THE INTERIM FINANCIAL INFORMATION
ep 31 5 s R B st

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 of the
collateral pledged. The term loans granted to customers amounting to HK$708,930,000
(31 December 2013: HK$421,000,000), and accrued interest amounting to
HK$20,941,000 (31 December 2013: HK$1,008,000) as at 30 June 2014. The carrying

amounts of the term loans to customers approximate to their fair values.

ACCOUNTS RECEIVABLE
(@)  Analysis of accounts receivable
The carrying values of accounts receivable arising from the course of business of

the Group are as follows:

RTEFRNERRBR(E)
RTEFNEHER
AEETAEFPRETHER - REE
MEE - @2ZHBEFHY BRI
EFERNERRER - R-2F— N0
EXA=ZTHETEFNEHERA

217089300008 T(ZE—=F+ - A
=+—0 :421,000,000/&7T) - fEHH &
B4520941 0008 T(ZE—=F+=

A=+—H:100800087T) - 4 FEF
MEHRERNEAERERAFERE

W E

@) EWRFEHDIN
AEEEBBR T AE £ R
BRREENT

As at As at
30 June 31 December
2014 2013
R-Z-mOF  RZT— _¢
ARAE+R  TZAZf—
Unaudited Audited
BN KES P
HK$’ 000 HK$ 000
T TAT
Accounts receivable arising from
dealing and broking BERKILEEREYGIE
— cash and custodian clients -BehAERE 51,154 121,947
— the Stock Exchange and other clearing houses  — B 2 BT i LA 45 & P 128,431 44,031
~ brokers and dealers —RERRHH 1,071,813 793215
Accounts receivable arising from corporate
finance, asset management and TEAE  BEEER
investment holding REEBHE N EIKRIE
— corporate clients and investment funds —EEFPREEES 41,235 51,916
1,292,633 1,011,109
Less: impairment W RE (9,058) (12,228)
1,283,575 998,881
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NOTES TO THE INTERIM FINANCIAL INFORMATION
tp 3 5 s R B 5T

ACCOUNTS RECEIVABLE (continued)

(@)  Analysis of accounts receivable (continued)

WA (E)

(@) ERREHDIHF(E)

The movements in the impairment allowance on accounts receivable are as BRFBEREREZSHNT -
follows:
2014 2013
—E-QmF —ZT-=f
Unaudited Audited
REER KES P
HK$’ 000 HK$ 000
TR TET
At | January ®n—H—H 12,228 12,006
Impairment charged to profit or loss
during the period/year B/ F Rt ABENRE 67 232
Amount written off as uncollectible
during the period/year 8/ F BB B RIE (3,237) —
Impairment reversed during the period/year 5/ FRRERE — (10)
At 30 June 2014/31 December 2013 R-Z-mEXA=Z+H/
—F-ZHt-A=1—H 9,058 12,228

BREZBEBREZER

2014

al

BHIR D
T R

o
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NOTES TO THE INTERIM FINANCIAL INFORMATION

T 1] 5 75 Y B

2. ACCOUNTS RECEIVABLE (continued)

2. FEWFEE)

(b)  Accounts receivable neither past due nor impaired (b)  BERBHER KR E M R E
Accounts
receivable Accounts
Accounts from the receivable
receivable Stock from
from cash Exchange  Accounts  corporate
and  and other  receivable  clients and
custodian clearing from  investment
clients houses brokers and funds
ek Pl dealers PEIDE
R BXARk BUEL  EFK
AERF Htt&ER KkXZ HKREES Total
M HE  BYE M #st
HK$'000  HK$'000  HK$'000  HK$000  HK$ 000
T T T T TER
Unaudited REER
As at 30 June 2014 RZZE—mFESA=1+H
Neither past due nor impaired ~ BE A 28 B 7 A SR B 36,613 128431 1,071,813 36528 1273385
Audited BER
As at 31 December 2013 N_F—=f+-A=1—H
Neither past due nor impaired  BE AR E R A SRl (E 108,643 44031 793215 43,805 989,694

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

receivable.
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NOTES TO THE INTERIM FINANCIAL INFORMATION
tp 3 5 s R B 5T

12.  ACCOUNTS RECEIVABLE (continued) 2. ERFEE)
() Accounts receivable past due but not impaired (0 BEHRERRENERKE
Accounts
receivable Accounts
Accounts from the receivable
receivable Stock from
from cash Exchange  Accounts  corporate

and  and other  receivable  clients and
custodian clearing from  investment

clients houses brokers and funds

RS Pl dealers PEIDE

E BXFRk REBUELE - EFR
AERF Htt&ER KkXZ HKREES Total
ME MR BRE M #st
HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000
TE#nr FErn FTEx FEx  TER

Unaudited RBER

As at 30 June 2014 RZZE—mFESA=1+H

Past due less than 6 months BENE A AR 5,661 — — 1,400 7,061

Past due 6 to 12 months BHAE+ @A — — — 3,087 3,087
5,661 — — 4,487 10,148

Audited REX

As at 31 December 2013 NZE—=F+_A=1t—H

Past due less than 6 months BHEINE A AR 842 — — 2,681 3523

Past due 6 to 12 months WEAE+ @A — — — 5210 5210

842 — — 7,891 8,733

HEZZZBEBERERLQA
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NOTES TO THE INTERIM FINANCIAL INFORMATION
ep 31 5 s R B st

2.

ACCOUNTS RECEIVABLE (continued)

(©

Accounts receivable past due but not impaired (continued)

Accounts receivable from cash and custodian clients which are past due but
not impaired represent client trades on various securities exchanges which are
unsettled beyond the settlement date. When the cash and custodian clients
failed to settle on the settlement date, the Group has the rights to force-sell
the collateral underlying the securities transactions. The outstanding accounts
receivable from cash and custodian clients as at 30 June 2014 and 31 December
2013 are considered past due but not impaired after taking into consideration
the recoverability from collateral. The collateral held against these receivables is

publicly traded securities.

Accounts receivable from corporate clients and investment funds which are
past due but not impaired represent receivables arising from asset management,
corporate finance, advisory and underwriting services which have not yet been
settled by clients after the Group's normal credit period. The outstanding
accounts receivable from corporate clients and investment funds as at 30 June
2014 and 31 December 2013 are considered not to be impaired as the credit

rating and reputation of trade counterparties are sound.
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2.

NOTES TO THE INTERIM FINANCIAL INFORMATION

ACCOUNTS RECEIVABLE (continued)

(d)

T 1 3 % A R

WA (E)

Impaired accounts receivable (d) EREERKE
Accounts
receivable Accounts
Accounts from the receivable
receivable Stock from
from cash Exchange  Accounts  corporate
and  and other  receivable  clients and
custodian clearing from  investment
clients houses brokers and funds
RS Pl dealers PEIDE
R BXARk BUEL  EFK
AERF Htt&ER KkXZ HKREES Total
M HE  BYE M #st
HK$'000  HK$'000  HK$'000  HK$000  HK$ 000
T T T TER TER
Unaudited REER
As at 30 June 2014 RZZE—mFESA=1+H
Impaired accounts receivable BB A JE W FUE 8,880 — — 220 9,100
Less: impairment B RE (8:839) (220) (9,058)
42 — — — 42
Audited KE%
As at 31 December 2013 —=#+=ZA=1+—H
Impaired accounts receivable BB ERKIE 12,462 - - 220 12,682
Less: impairment R RE (12,008) — — (220) (12,228)
454 — — — 454
Accounts receivable from cash and custodian clients are considered impaired REREAROATKEEE  BEFPK

when clients fail to settle according to the settlement terms after taking into

consideration the recoverability of collaterals.

RERIEEERE

BREREKREZER
2014
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NOTES TO THE INTERIM FINANCIAL INFORMATION

Tp 3 B 155 o ) B s
13. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS 13. BRAVEFFABENESREE
As at As at
30 June 31 December
2014 2013
R-Z-IF R-_E—=%
AA=ZtH +ZA=1—H
Unaudited Audited
RBEY RERZ
HK$’ 000 HK$' 000
FER TAT
Financial assets held for trading HIEEBESMEAE

Listed equity investments ETRARE 336,034 212,025
Listed debt investments EHEHRE 498,765 420,658
Unlisted debt investments (Note a) FEMEBIRE (Ha) 206,184 227459
Unlisted fund investments FEMESRKRE 124,741 —

Financial assets designated at EERATEFABGENEREE

fair value through profit or loss
~ unlisted convertible promissory note — LM RRRE 116,688 123,575
(the “Convertible Promissory Note") (Note b) (IR EE]) (fb)

1,282,412 983,717
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NOTES TO THE INTERIM FINANCIAL INFORMATION
tp 3 5 s R B 5T

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS 13. BAFPEFARBNEREE(E)

(continued)

Notes: Bigat

@ () InJuly 2013, the Group has subscribed a three-year convertible bond issued @ () RITE-—=FtHF F5ER
by a company (the “Investee”), whose ordinary shares were listed on the Bl X EBRERRM LT
Stock Exchange, at a consideration of HK$45.5 million. The principal amount AR ERR ) FTETT
of the convertible bond was HK$45.5 million and it bears an interest rate of BW=FHaBRESs REA
1% per annum. An amount of HK$ | million was converted into listed equity 45S5SABBT  TRRERH
investments during the year ended 31 December 2013. The fair value of the AeRHSEERT EHE
convertible bond was HK$59.9 million as at 30 June 2014 (31 December RIE REE-ZT-—=F+=
2013: HK$57.4 million). A=+—BLEEERN | BE#

TEEBRAFTRAKE 7]
BREFNAFER-_E—HE
FRAZTHANIEEST
(Z2—=F+=-A=+—8:
STABEETL) °

The Group also acquired approximately 8.6 million non-voting convertible AEER-ZZ-—ZF+ANE
preference shares (the "Convertible Preference Shares”) of the Investee at BTHREATRNKNSCEER
a consideration of HK$70.5 million in July 2013. The Convertible Preference ERERENERELER(TE
Shares are not entitled to dividend or interest income. The non-voting wmELKkl) KERISEE
Convertible Preference Shares can be convertible into ordinary shares of the BT ERELREEZA
Investee from 4 May 2014 to 3 May 2019 and will automatically be converted REHAEWA - EIREREA
into ordinary shares of the Investee on 4 May 2019. The fair value of the BEREERAIR-_Z-—NER
Convertible Preference Shares was HK$133.3 million as at 31 December ANBZ-Z—hERA=H
2013. In May 2014, the Convertible Preference Shares have been converted BERRABRELNANLERK -
into ordinary shares of the Investee listed on the Stock Exchange and the fair TER-_Z-NFERANAE
value of the listed equity investment was HK$133.3 million as at 30 June 2014. HERABEREALANER

e TERELKRHRTFER
s e e =
1333FBATL - R_T—EF
TR TEBREAREETE
BRBRBRMETNHEE
DAKL @ - WA
BNAFER-ZE-MERA
=tBEIBIEEET °

(i) The Group has entered into a sale and purchase agreement dated 4 iy AEREAFRZHEARGZ
November 2013 with its fellow subsidiary, under which the Group purchased —BEHAE-Z—=F+—A
a two-year convertible bond issued by a company, whose ordinary shares WHAEEHE Bt &%
were listed on the Stock Exchange, at a consideration of HK$33.0 million. BREETH-ZORETHM
The principal amount of the convertible bond was HK$32.0 million and bears FHUBRRES  ZARNE
interest at 9% per annum. The fair value of the convertible bond was HK$37.5 BRRABMET REA
milion (31 December 2013: HK$36.8 million) as at 30 June 2014, BOBBEAT IRKESH

AE&EAHENOAEBL &F
EAIE - JRBREFHDF
ER-_T-NE A=10A
VSEEATL(ZE-—ZF+=
A=1+—H 368BEBET) °
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NOTES TO THE INTERIM FINANCIAL INFORMATION
ep 31 5 s R B st

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

(continued)

Notes: (continued)

(b)  The Group purchased a two-year Convertible Promissory Note issued by a third
party (the “Issuer”) amounting to approximately HK$42,650,000 in May 201 1. It
bears fixed interest rate from | January 2013 to the maturity of the Convertible
Promissory Note (i.e., 31 December 2014). In addition, the Group will be
compensated for the shortfall if the audited consolidated profit after tax of the
Project Company for either the year ended 3| December 2013 or for the year
ending 31 December 2014 is less than certain threshold levels, depending on the
listing date of the Project Company. The expected amount and timing of receipt
of the shortfall compensation are part of the input variables used to determine

the fair value of the investment in the Convertible Promissory Note.

Group's valuation process

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

in line with the Group's reporting dates.

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

each reporting date.
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NOTES TO THE INTERIM FINANCIAL INFORMATION
tp 3 5 s R B 5T

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS 13. BAVESARBENEREE(E)
(continued)

Fair value hierarchy AFEER

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

As at 30 June 2014, unaudited

RZE-MEAA=+H K

Fair value measurement using

RANTRENAVENE

aEt

Quoted prices Significant Significant
in active observable  unobservable
markets inputs inputs
BB EXTE EXEE
TS HE 28 B2Y
(Level 1) (Level 2) (Level 3) Total
(%8 14%) (%824%) (834) #at
HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000
TER TiERr TR TER
Financial assets held for trading RIEEEEREE
— Listed equity investments — ETRAEE 336,034 — — 336,034
— Listed debt investments - LHEHRE — 498,765 — 498,765
~ Unlisted debt investments —FLEMEHRE 108,795 97,389 206,184
— Unlisted fund investments —FLMEERE — 124,741 — 124,741
Financial assets designated at EERATEGFABRS
fair value through profit or loss PREE
— Unlisted convertible
promissory note — LA BRERER — — 116,688 116,688
Total assets BEMAE 336,034 732,301 214,077 1,282,412
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NOTES TO THE INTERIM FINANCIAL INFORMATION

T 1] 5 75 Y B

3. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

(continued)
Fair value hierarchy (continued)

As at 31 December 2013, audited

BRAVEFARENEREE(H)

ATESR(E)
R=®-ZF+=A=+-8  SH

Fair value measurement using

FANTRBENAFETE

Quoted prices Significant Significant
in active observable  unobservable
markets inputs inputs
it BAAE BAEZ
mi5®RE B2 BR2Y
(Level 1) (Level 2) (Level 3) Total
(F18) (828) (%38) @it
HK$'000 HK$' 000 HK$' 000 HK$' 000
TAT TET TET TR
Financial assets held for trading FIEEESREE
— Listed equity investments — ERARE 212,025 — — 212,025
— Listed debt investments - LHEHRE — 420658 — 420,658
— Unlisted debt investments —FLHEBRE — 133,262 94,197 227459
Financial assets designated as EERATEFABRS
fair value through profit or loss PREE
— Unlisted convertible
promissory note — LA RERER — — 123575 123575
Total assets BEMLE 212,025 553920 217,772 983717
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NOTES TO THE INTERIM FINANCIAL INFORMATION

3. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

(continued)

@)

Financial instruments in Level |

The fair value of financial instruments traded in active markets is based on
quoted market prices at the end of the reporting periods. A market is regarded
as active if quoted prices are readily and regularly available from an exchange,
dealer, 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 is not based on observable market data,

the financial instrument is included in Level 3.

Except the conversion of the Convertible Preference Shares (level 2) into
ordinary shares of the Investee listed on the Stock Exchange (level 1) in May
2014, there was no transfer of fair value measurement between Level | and

Level 2 during the six months ended 30 June 2013 and 2014.

Financial instruments in Level 3
The following table presents the changes in Level 3 instruments of financial

instruments for the period/year ended 30 June 2014 and 31 December 2013.

T 1 3 % A R

13. BRAVEFFABENESREE(E)

(2)

FIH{EWMIA
RRBERETSZEENSMIAR
FEBEREHROTIERET
B RBERBNTSZEUEFRE
BRZ P XHE - KERER
BHmS  MRERERARELT
HEETNERRERTERS
AEEMBERMEEMANT ISR
BRERNERE -

FIMEWMIA

W IERE BT S (BIAS5EHNTI5) B
EMemIALNTENERMER
T - ZEMERMTRATERA
ABEMSEE(INE)  REDK
BEROREMT - memIAR
EFRKMAEER2EHATEE
28 ZEMIAIAE 2R -

WE— Ak ZEE R IEAT
BRMBEEARE  ZERTA
BINE3IH -

BR-ZE-NFERAAHIEBREL
BR(E2H)BRARE RN TR
WREARMLAR(E R
BEZZT—=FR-T—MF A
=THIEANER  BEATEHE
RE | B R R -

FIREMIA
TRENEZ-T—NF A=
BtBRAE=-2—=F+=A
ST-HIEFE  F3RERIA
wEE -

HEZZZBEBERERLQA
2014 H Hi 5K &
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NOTES TO THE INTERIM FINANCIAL INFORMATION
Tp 3 B 155 o ) B s

13.  FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS 13. BRAFEGFAEBENEREE(H)
(continued)
(c)  Financial instruments in Level 3 (continued) () HIREMIA(E)
For the period ended 30 June 2014, unaudited BE-_Z-MEXA=1TAHLH

B REET

Unlisted

Convertible

Unlisted Promissory
debt investments Note Total

¥Em ¥Em
BERRE TRBREE @st
HK$’ 000 HK$’ 000 HK$’ 000
THERT THERT TR
At | January 2014 R-ZZE—MF—H—H 94,197 123,575 217,772
Accrued interest income FEETF BIA 1,866 1,481 3,347
Receipt of interest income YR A8 A (223) (1,493) (1,716)

Net gain/(loss) recognised in

profit or loss R AERNE (B1B) %8 1,549 (6.875) (5.326)
At 30 June 2014 RZE—MFA=+H 97,389 116,688 214,077

68 Guotai Junan International Holdings Limited
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3.

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

(continued)
(c)  Financial instruments in Level 3 (continued) () HIREMIA(E)
For the year ended 31 December 2013, audited BZE-E-=f+-H=+—-HL
g KE
Unlisted
Convertible
Unlisted Promissory
debt investments Note Total
LW FEm
ERRE AARRE @t
HK$' 000 HK$' 000 HK$ 000
TAT TAT TAT
At | January 2013 R-Z—=%—f—H — 118,244 118,244
Purchases BE 78,500 — 78,500
Accrued interest income FEETFI S A 665 2985 3,650
Receipt of interest income W ER A S A — (2950) (2.950)
Net gain recognised in profit or loss B E AR AU & F 58 16,032 5296 21,328
Trnderouttolevel | 1 it .. R .0
At 31 December 2013 RZE-=F+-A=+—H 94,197 123,575 217772
BREZEBERERQE
2014 | &
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13. BRAVEFFABENESREE(E)
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NOTES TO THE INTERIM FINANCIAL INFORMATION

T 1] 5 75 Y B

3. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

(continued)

(c)  Financial instruments in Level 3 (continued)

Below is a summary of significant unobservable inputs to the valuation of financial

instruments as at 30 June 2014 and 31 December 201 3:

As at 30 June 2014

Unlisted debt investments

]

S LR

P

X

A

Unlisted Convertible

Promissory Note

FEMAERTE

Valuation

technique

fhEH

Binomial

pricing model

“EAEERL

Binomial

pricing model

“EAEERL

Significant

unobservable input

EABERESH

Credit spread above risk free rate

ARERBNENEESE

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

— Price to revenue multiple

— Price to book muttiple

— Price to eamings muftiple
ARETRR AR RERENTSY
BUBARMEERS

70  Guotai Junan International Holdings Limited
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13. BRAVEFFABENESREE(E)

(©)

Average/
Range

¥4,/ 68

7.7% - 144%

7.7%-14.4%

14
19
252

14
19
252

FIREMIA(H)

TXASBIARSE—MFAA
=+AR-F-=£tA=t-
AfEENEAEEBESRES -

R-ZE-BEXA=1H

Sensitivity of the input

to fair value

SEHDVENSBE

2% increase or decrease in the credit spread
above the risk-free rate, the fair value would be
decreased by HK$ 1.4 million or increased by
HKS$1.5 million, respectively.
ARERBNMEHEESEEMIRD
2 AFEBD AR 14BBATH
BIISEEAT

10% increase or decrease in the pricing
multiples, the fair value would be increased by
HK$7.0 million or decreased by HK$7.0 million,

respectively.

TEEHLASIEE 0% AFEES
BIEN70EEB TR R PT0AES
ﬁa



3.

NOTES TO THE INTERIM FINANCIAL INFORMATION

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

(continued)

(c)  Financial instruments in Level 3 (continued)

Below is a summary of significant unobservable inputs to the valuation of financial

instruments as at 30 June 2014 and 3| December 2013: (continued)

As at 31 December 2013

Valuation

technique

HERIT
Unlisted debt investments Binomial

pricing model
¥LmERRE ZBEATERY
Unlisted Convertible Binomial

Promissory Note pricing model

FIMARRER “HEAEBRR

CLIENT TRUST BANK BALANCES

Significant

unobservable input

EAELBRSR

Credit spread above risk free rate

ARERRNENEESE

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

— Price to revenue multiple

— Price to book multiple

— Price to eamnings multiple
RRETERA AR RERENTST
BHBARMEERD

The Group maintains trust and segregated accounts with authorised financial institutions

to hold clients” deposits arising from normal business transactions. The Group is not

allowed to use the clients” monies to settle its own obligations under the Hong Kong

Securities and Futures Ordinance (Cap. 571).

T 1 3 % A R

13. BRAVEFFABENESREE(E)

(©)

Average/
Range
14/ 68

79% - 14.6%

79% - 14.6%

EIJEMIA(E)
TYAERIAN-_ZE—NEA
STARZF-=F+ZA=1-

AHENEREFBR2E8HE
(48)

R-ZE-=%+=-B=+-H

Sensitivity of the input

to fair value

SYHNTENGBE

2% increase or decrease in the credit spread
above the risk-free rate, the fair value would be
decreased by HK$ 1.6 million or increased by
HKS$ 1.7 million, respectively.
E%ﬁ@ﬁﬂ%mmﬁm§WMYﬁ“

RFEH/DHBD 16 BERTLE
7][] | 7BEAT

10% increase or decrease in the pricing
multiples, the fair value would be increased by

HK$7.8 million or decreased by HK$7.8 million,

[6  respectively.

2l

20
TEEHLAREE 0% AFEES
BIEMTOBEATARST0OEER
T o

16

2l

20

14 EFEIRITEHR

AEBERRA REBRRELETR
P URREFAEEXBBREFME

Ga0bA

AR RERBES MAEEH(F

BEDIESTIE)  REETGBREP
REBEEBSEY -

BREREKRERBRAT
2014 1 #
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5. ACCOUNTS PAYABLE

NOTES TO THE INTERIM FINANCIAL INFORMATION
ep 31 5 s R B st

15. FEFRE

As at As at

30 June 31 December

2014 2013

R-B-QmE R-FT-=F

AAZtE tZA=1—H

Unaudited Audited

RBEY KES P

HK$’ 000 HK$ 000

T TAT
Accounts payable arising from dealing and broking BERKLEENENIR

— clients &P 9,835,075 8,186,245

~ brokers and dealers —-BRERRE 621,899 445,354

— the Stock Exchange and other clearing houses —BRAREMEER 158,225 61,275
Accounts payable arising from underwriting, ABMH - CERERAEER

corporate finance and asset management A B TR
— corporate clients —EEP 418,046 427,506
11,033,245 9,120,380

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 include those payables placed in trust accounts with

authorised financial institutions of HK$9,638 million (31 December 2013: HK$7,967

million), Hong Kong Futures Exchange Clearing Corporation Limited and other futures

dealers totalling HK$ 103 million (31 December 2013: HK$122 million).

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

Guotai Junan International Holdings Limited
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NOTES TO THE INTERIM FINANCIAL INFORMATION

i B B % &R B a1
16. INTEREST-BEARING BANK BORROWINGS 6. FEBITER
As at As at
30 June 31 December
2014 2013

R-E-mE R-ZT—=F
AB=ZtH +ZA=1+—H

Unaudited Audited
RBER &
HK$’ 000 HK$' 000
THER FET
Non-current ELiE)
Unsecured bank borrowings EIRMRITER 990,000 —
Current e
Secured bank borrowings HEMRITER 813,000 1,070,000
Unsecured bank borrowings EIRMRITER 3,436,117 2,316,113
4,249,117 3,386,113
Total bank borrowings RITETRER 5239,117 3,386,113
As at As at
30 June 31 December
2014 2013
R-E-DF R-ZE—=F
AA=+tH +ZA=t+—H
Unaudited Audited
RBER rEZ
HK$’ 000 HK$' 000
THER FAET
Denominated in SHEEH
HK$ BT 4,663,000 3,200,000
Us$ eI 465,090 186,113
RMB AR 111,027 —
5,239,117 3,386,113

al

BREREKRERBRAT
2014 1 #

o
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NOTES TO THE INTERIM FINANCIAL INFORMATION

T 1] 5 75 Y B

16. INTEREST-BEARING BANK BORROWINGS (continued) 6. FTEBITERE)
Bank loans of HK$813 million (31 December 2013; HK$1,070 million) were secured RITEFSREEATL(ZE—=F1=
by certain of the listed shares pledged by the customers to the Group as margin loan A=1+—H: 1070E&8EL) HARFE
collateral which had an aggregate fair value amounting to HK$2,322.2 million (31 RAREFERmMASEERNET
December 2013: HK$2,433.3 million) as at 30 June 2014. MR ERER - ZERR-Z—OEX
AZTHENBATERLIN2AEET
(ZZ—=ZF+ZA=+—H:24338
BETT) -
The Group's bank borrowings bear interest at Hong Kong Interbank Offered Rate AEERITEFGREBRITREREM
plus an interest spread. Except for the non-current bank borrowings amounting to BEFE - BRIERBBITERRBI00E S
HK$990 million (31 December 2013: nil) which was repayable within 3 years, the bank ABT(ZE—Z=ZF+ZA=+t—H: TR
borrowings were repayable within three month or less at the end of the reporting =“FNEE - HREBITERIRREHR
period. =EAZ NERE -
The carrying amounts of bank borrowings approximate to their fair values as the impact HRERFEL A EX - HERTTE KR
on discounting is not significant. EEEENTERE o
17.  DEBT SECURITIES IN ISSUE 17. BRONEHRES
As at As at
30 June 31 December
2014 2013
R-ZB-QmFE R-ZT-=F
AA=tR  fTZA=t-H
Unaudited Audited
REER KEZ
HK$’ 000 HK$'000
TR TR
At amortised cost: REBHER -
HK$ medium-term notes BTTHRE 93,600 59,700
US$ medium-term notes ETHHRE — 162,705
RMB medium-term notes ARBTPHRER 124,734 102,301
218,334 324,706

Guotai Junan International Holdings Limited
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NOTES TO THE INTERIM FINANCIAL INFORMATION

DEBT SECURITIES IN ISSUE (continued)

The outstanding balance of HK$218.3 million (31 December 2013: HK$324.7 million)
represents unsecured unlisted notes issued by the Company under the Medium Term
Note Programme (the “MTN Programme”). As at 30 June 2014, the debt securities
in issue bear fixed interest rate ranged from 1% to 3.49% (31 December 2013: 1% to

335%).

The Group has not had any defaults of principal, interest or other breaches with respect
to their liabilities for the six months ended 30 June 2014 (2013: nil).

T 1 3 % A R

17. ERTHEBEZ(E)

REBHRE23EEAEL(ZE—Z=ZF1+=A
=+—H :347BBAT)BARAREHEE
BRI ([P ERE & ) BT EERIE LR
B-N-_T-—MEXA=TH  DETNEK
BHAERTHENT I1%9E349%( —E—=F
T-AZ+—H  1%E335%) °

AEERAEBE —T-NFA=THIEAREA
MAEEYEEREMNAS  MEHEMRETH
BEENBER(Z2—=F: &) -

SHARE CAPITAL 18. K=&
Shares B 13
Number of
issued and
fully paid
shares Share Share
(thousands) capital premium Total
BRI (&N R A5 E mst
BERGEA HK$' 000 HK$’ 000 HK$’ 000
(TR) TERT TERT THERT
At | January 2013, audited R-E—=F—F—H
A 1,640,000 164,000 2771707 2,935,707
Share issued upon placing of shares ~ AEEE R 1% 2 #1717 85,000 8,500 178,264 186,764
Share issued upon exercise of
share option under the share TR RE AR i AT 8 T RE AR i1
option scheme (Note 19) BEITRG (KF19) 2,650 265 9,269 9,534
RZZ-—=F+-A=+—H
At 31 December 2013 and EZE-ME-A—H "
| January 2014, audited KEZ 1,727,650 172,765 2,959,240 3,132,005
Transfer to share capital (Note) R A (P ) — 2,959,240 (2,959,240) —
Share issued upon placing of shares ~ AEEE R 1R 2 E1TRD 160,000 687,223 = 687,223
Share issued upon exercise of
share option under the share TR R AR T 8 T s Rt 1
option scheme (Note 19) BEITRG (KF19) 3,650 13,325 — 13,325
RZZE—MFESA=+AH "
At 30 June 2014, unaudited KRB 1,891,300 3,832,553 — 3,832,553

Note: Pursuant to the provisions for the abolition of the nominal value of share capital

under the new Hong Kong Companies Ordinance which became effective on 3

March 2014, the balances of the share premium account as at 3 March 2014 have

been transferred to share capital.

st : RBR B —WE= A=A EREHH
BRRAEDIFTERER R AT ENR
T RIE-NF=A=RHKRNE
BRMESRDBRERA -

HEZZZBEBERERLQA
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NOTES TO THE INTERIM FINANCIAL INFORMATION
ep 31 5 s R B st

SHARE CAPITAL (continued)

Pursuant to a placing and subscription agreement dated 14 April 2014, GJHL agreed to
(i) place its existing 160,000,000 ordinary shares of the Company through Guotai Junan
Securities (Hong Kong) Limited, the placing agent, to not less than six independent
parties at a placing price of HK$4.30 each; and (ii) subscribe for the same number
of ordinary shares of the Company that GJHL has placed as mentioned above at a

subscription price of HK$4.30 each.

On 25 April 2014, the Company allotted and issued 160,000,000 ordinary shares
to GJHL at the subscription price of HK$4.30 each and the net proceeds of
HK$687,223,000 after deducting the issuing expense of HK$777,000 was credited to

the Company's share capital account.

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
has the discretion to grant share options to employees and directors of any members
of the Group. 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 (ie. 18

June 2020).

On 10 January 2014, the Company granted 50,000,000 share options at the exercise
price of HK$3.82 per share to its directors and employees under the Share Option
Scheme. Among the share options granted, 9,750,000 share options were granted
to the directors of the Company. The option period of the share options is from 10
January 2014 to 9 January 2024. One-third of the share options granted will be vested
on first, second and third anniversaries of the date of grant respectively. The closing
price of the Company's shares prior to the date of grant (ie. 9 January 2014) was
HK$3.72 per share.

The fair value of the equity-settled share options was estimated on the date of grant
using a binomial pricing model, taking into account the terms and conditions upon which

the options were granted.

Guotai Junan International Holdings Limited
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NOTES TO THE INTERIM FINANCIAL INFORMATION

SHARE OPTION RESERVE (continued)
The following table lists out the key inputs to the model used:

R B SN E(ER)

Share price at the date of grant (per share)

Exercise price (per share) TR EER)
Expected volatility FEHIR IR
Expected dividend yield TR S a X
Risk-free interest rate 2 B 2

IR B E S ()

Weighted average share option price (per share)

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 six months ended 30 June 2014, 1,000,000 share options with exercise price of

HK$3.82 each lapsed prior to the vesting date as a result of staff resignation.

3,650,000 share options were exercised during the six months ended 30 June 2014
(2013: 1,650,000), resulting in the issue of 3,650,000 shares of HK$2.50 each for
a total cash consideration of HK$9,125,000 (2013: HK$4,125,000). An amount of
HK$4,200,000 (2013: HK$1,791,000) was transferred from the share option reserve
to the share capital account upon the exercise of the share options for the six months
ended 30 June 2014. The weighted average share price at the date of exercise for share

options exercised during the period was HK$4.06 per share (2013: HK$3.50).

For the period ended 30 June 2014, the Group has recognised an equity-settled share-
based payment of HK$17,094,000 (2013: HK$7,015,000) for the share options under

the Share Option Scheme in profit or loss.

T 1 3 % A R

9. BREREE)
TRILFAEENTIELE

HK$3.82 87T
HK$3.82 8 7T
43.82%
4.19%

238%
HK$1.07 7T

TRHTR 0B o TR AR M & R R B TR MR K
EREREERDFIRARBBEENRR
ZHEET-ERERER -

BE-_Z-MESA=ZTHIEAER  BiNE
BE - mﬂgiz%ﬁxzsz;%mm 1,000,000 1%
BB IER B B IR R o

EE_ZT-WNEASNA=FTHIEAMEA"

365000010 R EETER(ZFT —=F:
1,6500001% ) & 5 & & JA250%8 7T & 17
3,650,000 X 17 - 48 & K (B 9,12500078 7T

(ZZ—=%F :4125000/87T) - HE-Z—N
FRAZTHIEANEAR  RITEERE €8
542000008 7T(=ZF—=4F : ,791,000/47T)

BREFEEREERAR - BRTEERER
TEEBOMETHRBAEER406E (=
— =% 35087 °

BE-T-WmFAA=-tHLER ££EE
stEE ARG 2178 T R B IR IE N B R AR
BEBREENAY 17094008 T (ZT—=
F:701500087T) °
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NOTES TO THE INTERIM FINANCIAL INFORMATION
ep 31 5 s R B st

9.

SHARE OPTION RESERVE (continued)

Movements of share options outstanding under the Share Option Scheme during the

period/year are as follows:

9. BREREE)
BN,/ EREREEIT AT ERR
EHEEMT

2014 2013
—E-RE =K

Weighted Weighted
average Number of average Number of
exercise price options exercise price options
MEFITEE  BRERE ETSOEE FRE B
HK$ per share ‘000 HKS$ per share '000
sRER T4 FRET Tn
At | January m—R—H 2.50 35,850 250 39,000
Granted during the period/year H/FREH 382 50,000 — —
Lapsed during the periodlyear 8/ FREK 382 (1,000) 250 (500)
Exercised during the period/year 8,/ FRTTE 250 (3,650) 250 (2,650)

RZZ-WESA=TR/
R-B—=

As 30 June 2014/31 December 2013 TZA=t+—H 330 81,200 250 35850

At the end of the reporting period, the Company had 81,200,000 (31 December

2013: 35,850,000) share options outstanding under the Share Option Scheme, which

represented approximately 4.29% (31 December 2013: 2.08%) of the Company's

shares in issue as at 30 June 2014. The exercise in full of the remaining share options

would, under the present capital structure of the Company, result in the issue of

81,200,000 additional ordinary shares of the Company and additional share capital of

HK$267,680,000 (before issuance expenses).

Guotai Junan International Holdings Limited
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NOTES TO THE INTERIM FINANCIAL INFORMATION

T 1 3 % A R

SHARE AWARD RESERVE 20. RORBHEE

The Company operates the Share Award Scheme under which shares of the Company ARRRER N LEETE - B AA
(the “Awarded Shares”) may be awarded to selected employees (including directors) AR ([RE R, ) TR R D B &
of any members of the Group (the “Selected Employees”) pursuant to the terms of the BN ERARERRERERETARL
scheme rules and trust deed of the Share Award Scheme. The Share Award Scheme EEMKEARINEEREES(BREES)
became effective on 27 October 201 | and unless otherwise cancelled or amended, will ([EBREE]) BRHEBFEN-Z

remain in force for |0 years from that date (i.e. 26 October 2021).

Details of Awarded Shares granted and unvested as at 30 June 2014 are set out below:

Number of Average fair

——E T AT ERAR RESTHR
ISR BRIEEIGBZ A EE 0F
(E_F_—F+A-+/ B)BX -

RZF-—NERA=ZTARNEARE
R B R R EESINT

Date of award shares awarded value per share  Vesting date
sRROH
ZBEH RBRONHE FHYQXVE BERH
30/3/2012 —E-ZF=R=1H 7,494,000 HK$2.15  30/11/2012, 30/11/2013, and 30/1 1/2014
215%r ZT——F+—A=tH -ZZ—=F+—A=1H
—mE+—H=1H
21/5/2012 —Z--FAA=+—-H 182,000 HK$2.52  30/11/2012, 30/11/2013, and 30/1 1/2014
2528n —F-Ft+—A=tR ZF-Z=Ft+—-A=tH
—mE+—H=1H
22/4/2013 ZE-=FMAZ+ZH 8,567,000 HK$2.97  30/11/2013, 30/11/2014 and 30/11/2015
297%T ZE-Z=F+—A=1+H  ZT-mF+—A=+H
—hft+—A=1H
9/4/2014 —Z-MEMANA 9,406,000 HK$4.00 ~ 30/11/2014, 30/11/2015 and 30/11/2016
4008 —“T-mFT—A=+H —T-RF+-A=+AH
FZE—R"F+—A=1+H
The fair value of Awarded Shares granted during the six months ended 30 June 2014 REZE-T-NEA=THLEARER
was measured at the share price amounted to HK$4.36 of the Company on the grant Esguit:o) ﬁ@]ﬂx@m ATEDEEL AR
date, being adjusted to the expected dividends before vesting date. The expected ARAIREABETRERAERZER D
dividends reflect the assumptions that the historical dividends are indicative of future AIETRER B R E - MHRE RIB

trends, which may not necessarily be the actual outcome.

ERERARKEBEREENRR -
ZEET—ERERER -
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20. SHARE AWARD RESERVE (continued) 20.

230,000 Awarded Shares lapsed prior to their vesting date as a result of staff

resignations for the six months ended 30 June 2014.

For the six months ended 30 June 2014, the Group has recognized an share-based
compensation expense of HK$ 11,946,000 (2013: HK$8,065,000) for the Awarded

Shares under the Share Award Scheme in profit or loss.

Movements of Awarded Shares were granted and outstanding under the Share Award

Scheme during the period/year are as follows:

RO EBHE(E)
BTN~ A=tHLEAEAR-
AME B &8 + 230,000 IR SR ED AR (D A EL
58 B ERRT AR o

BE-T-WNE~A=tAHLEAEAR"
AEE R ARG RE BB TR R B R (D
RERERARNDABEROFHER X
11,946,000/ JL(=F — = F : 8,065,000
BT ©

BN,/ FRRD B E TRL REE
11 2 REROMZE T -

2014 2013

2 —T-=F

Number of Number of

unvested unvested

Awarded Awarded

Shares Shares

REBRE FEEE

RO E e

’000 '000

TR T

At | January ®n—H—H 8,072 6,325
Granted during the period/year 8/ FRRE 9,406 8,567
Vested during the period/year B/ FNEE = (6,618)
Lapsed during the period/year B/ FREAR (230) (202)

R=Z-—MERA=+8/
At 30 June 2014/31 December 2013 RZE—=%+=-A=+—H 17,248 8072

Guotai Junan International Holdings Limited
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o 1 B 7% R B 5
21.  SHARES HELD UNDER THE SHARE AWARD SCHEME 2. BEROEBEAFENRSG
Movements of shares held under the share award scheme during the period/year are as HiR,/F R IR AR S BT B B AR
follows: MEEIT :
2014 2013
—E2-ImF —E—=F
Number of Number of
shares shares
BRPEA Rin 2k B
HK$’ 000 ’000 HK$' 000 000
FiHn B FHL T
At | January n—A—H 56,702 18,354 28,833 [3,111
Purchased during the period/year Hﬁ/ FREE 29,981 7,285 42447 |'1,861
Vested and transferred out
during the period/year B/ FNEBREL — — (14,578) (6,618)
WA A=+H/+=AR
At 30 June/3| December =+—H 86,683 25,639 56,702 18,354

During the six months ended 30 June 2014, the trustee acquired 7,285,000 ordinary BE-Z-—NESA=tTHIEAHEA  ZFEA

shares (30 June 2013: 4,785,000 ordinary shares) of the Company for the Share AR SRENETEIA B A (B EEER FRA)

Award Scheme through purchases in the open market at a total cost, including related #4129981 0008 L(ZE—=FA=18H:

transaction costs of approximately HK$29,981,000 (30 June 2013: HK$16,461,000). 16,461,00078 70 ) £ A R 135 B A 7,285,000 AR 7K
RAEBR(ZT-=FA=TH : 4785000
RE @A) o

al
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22.

OPERATING LEASE, CAPITAL COMMITMENT AND OTHER
COMMITMENTS

The Group leases its investment properties under operating lease arrangements, with
leases negotiated for terms of three years. The terms of the leases generally also require

the tenants to pay security deposits.

As at 30 June 2014, the Group had total future minimum lease receivables under non-

cancellable operating leases with its tenants falling due as follows:

22.

RERE  EFRRERAMAR

FEBERBEKEHETHEEEREY
¥ EERARERA=F - HERIUR
—BAERP XN EFEE -

RZBE-NERNAZTH AEERE

TR REEEHER VA RRAE S8
ARFXNOREEETREBNT -

As at As at

30 June 31 December

2014 2013

R-B-mE QR-T-=F

AAZtE tZA=1—H

Unaudited Audited

RBEY RERZ

HK$’ 000 HK$ 000

TR TAT

Within one year —FRQ 1,953 3032
In the second to fifth years, inclusive TEHF(PEEEMSE) 275 [,101
2,228 4,133

Capital commitments

The Group had capital commitments for IT upgrade and renovation of premises of
approximately HK$ 13,557,000 which were contracted but not provided for as at 30
June 2014 (31 December 2013: HK$533,000).

Other commitments

The Group has undertaken underwriting obligations on placing, IPO, takeover and
merger activities and financial obligations to loans facilities granted to customers. As at
30 June 2014, the underwriting and financial obligations were approximately HK$68.8
million and HK$116.5 million respectively (31 December 2013: HK$256.8 million and
HK$176.4 million).

Guotai Junan International Holdings Limited
2014 Interim Report
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23.

NOTES TO THE INTERIM FINANCIAL INFORMATION

STOCK BORROWING AND LENDING

In the normal course of business, the Group may enter into stock borrowing and
lending arrangements with financial institutions and the Group's customers. As at 30
June 2014, the Group borrowed equity securities of HK$213,382,000 (31 December
2013: HK$123,780,000) from financial institutions as well as equity securities of
HK$127,382,000 (31 December 2013: HK$97,285,000) pledged by margin clients,
for such lending arrangements to the customers. Cash collateral of HK$386,707,000
(31 December 2013: HK$250,790,000) was received from the customers while
HK$227,571,000 (31 December 2013: HK$132,314,000) was placed to the financial

institutions.

The Group maintains no net position in such stock borrowing and lending transactions
and is not subject to significant price risk. However, under the stock borrowings and
lending arrangement, the cash collateral received and cash collateral placed is included
in the account payable to client and account receivable from brokers and dealers
respectively. The Group is principally liable to repay the borrowed securities in case of

any default by the customers.

As at 30 June 2014, the Group borrowed exchange-traded funds of HK$5, 130,000
pledged by margin clients for its market making activities. As at 31 December 2013, the
Group borrowed exchange-traded funds of HK$2,802,000 from a financial institution for
its market making activities and placed HK$2,943,000 to the financial institution as cash

collateral.

23.

T 1 3 % A R

RIMEE
REBXBBRET  ARETELESH
%%ﬂKEI%FJLh MEE T o

RZZE—NEXA=Z+H  A&ERE
nﬁwﬁﬁﬁﬂ 5#213,382,0008 L (=T
—Z 11237800008 0) RAAFREF
EABEHRRATE 7 127,382,000 87T (=
T— =4 197285000870 ) BIEHER
FEEXH - 34K 386707,000% T
(ZF— =% 250,790,000 7T ) J5 K X
BEP 2275710008 (ZE—=4:
132,314,000 870 ) 7 A € RIS

AEERZERNEERFPLEAR
EFR  REBEHEXERER
i BRERNDEERZE  PTREEE
SERUARAERORSERD BIFA
BNEPFEARERELRRHEK
Be ARENIREEREEFNRLE
BBHOREEMEANES -

R-_FE—NEXAZ+AH A&EBNR
AFREFEAHERNRIMRHE
£5,1300008 TARMTIES - K
T—=F+-A=Z+—H X£EN
M-—XeRMEBBARIMRZ2ES
2,802,000 ALARETIEE KRS B
B1FHR2,943,000 BT ARG ER -

BREREKRERBRAT
2014 1 #
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24. CONTINGENT LIABILITIES
The Company has guaranteed certain of the Group's bank borrowings up to HK$2,930
million (31 December 2013: HK$2,730 million) as at 30 June 2014.

In addition, as at 30 June 2014, the Company provided guarantees up to HK$248.8
million (31 December 2013: HK$249.0 million) in favor of financial institutions in respect
of the securities and futures trading limit and insurance brokerage limit granted to
wholly-owned subsidiaries principally engaged in the provision of securities and futures

dealing and broking services.

The Group had no other material contingent liabilities as at 30 June 2014 and 31
December 2013,

Guotai Junan International Holdings Limited
2014 Interim Report
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NOTES TO THE INTERIM FINANCIAL INFORMATION
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25. CASH FLOWS FROM OPERATING ACTIVITIES 25, RETHFERERE

For the six months ended 30 June

BEAA=1HIEAREA

2014 2013
—Eg-mEF —g-=F
Unaudited Unaudited
REER REEZ
HK$’ 000 HK$ 000
T THET
Cash flows from operating activities REEHMERERE
Profit before income tax R P 5750 A4t ) 462,123 158331
Adjustments for: KERE
Depreciation e 11,407 13262
Share-based compensation expense AR AR A @M E‘ﬂi 29,040 15,080
Impairment charge on/(Write back of) loans LTEPERKD
and advances to customers A,/ (#E) 44 (57)
Gain on disposal of property, plant and equipment HENE  BE RFERE (8) —
Impairment charge on accounts receivable FEM R IRRE 67
Foreign exchange losses on REINREERZS
held-to-maturity investments — (51
502,673 186,566
Decrease/(increase) in other assets Hi&ERD /(38m) 13 (11,455)
Increase in loans and advances to customers BTRPEHRRBZIEM (2,247,220) (473,350)
(Increase)/decrease in accounts receivable FENGRIB () /R (284,761) 214,289
Increase in prepayments, deposits and other receivables T RIA ~ & & R EH b UL IR L AN (50,653) (4,774)
(Increase)/decrease in financial assets at BATEFTABRE
fair value through profit or loss SRMEEGEM),/ R (298,695) 95917
Increase in client trust bank balances KPR RITARIEM (1,671,006) (568,788)
Increase in accounts payable FERTFRIAE I 1,912,865 295,561
Decrease in subscription monies received in advance TENRBE R IE R (186,798)
Decrease in other payables and accrued liabilities H o e 5B R IERt B ER D (9,376) (47,036)
Cash used in operations REXBMARE (2,146,160) (499,868)
Hong Kong profits tax paid BEREBFGEH (8,874) (1,015)
Net cash flows used in operating activities RETHNHRERIFRE (2,155,034) (500,883)
Cash flows from operating activities included: REFPHREMEARE
— Interest received —BHFE 317,341 164919
~ Interest paid —BERFE (31,037) (7,665)
~ Dividend received -BRERE 5,073 1,031
BREZEBERERQE
RS
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26.  MATURITY PROFILE OF ASSETS AND LIABILITIES 26, BERRENIMER
An analysis of the maturity profile of certain assets and liabilities of the Group analysed AEEETEERBBERRBERKRE
by the remaining period at the end of the reporting period to the contractual maturity BRI AN EAR BRSO BIERLS T
date is as follows: (I
| to 3to
Up to less than less than | to
| month 3 months 12 months 5 years Total
~f8A -z =EZ -2

U =@A +=f@A nE Haar
HK$'000  HK$'000  HK§'000  HK$'000  HK$'000
TELT FEr FExT TiEx  TExn

Unaudited RIBE
As at 30 June 2014 R-ZB-MEAA=tAH
Loans and advances to customers BTIEPEFRRBR 7,574,618 89,229 584,675 4046 8,252,568
Accounts receivable JENTRIE 1,276,085 6,203 1,287 — 1,283,575
Financial assets at fair value through BRTERS ABR

profit or loss HeEEE = 3,752 126,963 690,922 821,637
Client trust bank balances K PIERITMAR 8,694913 942,934 — — 9,637,847
Cash and cash equivalents RekBREEFEY 422,842 72,757 — — 495,599

17968458 1,114,875 712,925 694,968 20,491,226

Accounts payable e R0 (11,033,245) — — —  (11,033,245)
Interest-bearing bank borrowings ATRRITRER (3999,117)  (250,000) —  (990,000) (5,239,117)
Debt securities in issue BEITEBER (37,424)  (93,600)  (87,310) —  (218334)

(15069.786)  (343600)  (87310)  (990,000) (16,490,696

86 Guotai Junan International Holdings Limited
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MATURITY PROFILE OF ASSETS AND LIABILITIES (continued)

T 1 3 % A R

26. BEREENIHERE)

| to 3to
Up to less than less than | to
| month 3months 12 months 5 years Total
—fEA -z =7 -z
AR =@ +=fEA ks mat
HK$'000  HK$'000  HK$000  HKFO000  HK$O000
FET FET FEL FET FEL
As at 31 December 2013 R=B-=f+=-A=+-H
Loans and advances to customers LTEPERREX 5,583,384 — 422008 — 600539
Accounts receivable FENRIE 998,421 212 248 — 998,881
Financial assets at fair value through BRATEFABRNEREE
profit or loss 28,065 — 150,959 592,668 771,692
Client trust bank balances RPERITAR 7,385,063 581,778 — — 796684
Cash and cash equivalents ReLBREEEY 455225 30070 — — 485295
14,450,158 612,060 573215 592668 16,228,101
Accounts payable eI R0R (9,120380) — — — (9,120,380)
Interest-bearing bank borrowings FHRBRITER (3,386,113) - - —  (3386113)
Debt securities in issue BETERES — (59,700)  (265,006) —  (324706)
(12506493)  (59,700)  (265,006) —  (12831,199)
Financial assets designated at fair value through profit or loss in this maturity profile has BEEBERAEATEABRNER

excluded equity instruments and fund investments.

BEITEBRBERANEASRE -

BREREKRERBRAT
h
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27. RELATED PARTY TRANSACTIONS 2. WELRRS
(@  The Group had the following material transactions with related parties during the (@) ASERBANEBERETATE
period: AR :

For the six months ended 30 June

BEAA=tTHILAEA

2014 2013
—B-IF —F-=%
Notes Unaudited Unaudited
Pl &t REER REER
HK$’ 000 HK$ 000
TR TET
Commission expenses to the ultimate X FREER AR
holding company Rex () (1,002) (2,698)
Professional and consultancy fee paid to SR FRAZNBRFR
a fellow subsidiary BEXLERE (i) (6,440) (7,500)
Management fee income and performance fee B AN AR 2 Efi B A 7)
income of a private fund managed by EEEEY ) YN
a wholly-owned subsidiary of the Company REMLEESIED
and invested by a fellow subsidiary ERERARKBRERA (ii) 896 —
Total fees received from a private fund BRLEECUBNERESE (iv) 635 —
Commission income of a public fund BRZHNBAREEN
managed by the fellow subsidiary AEESWBAAERA (v) 238 532
Commission income from the BR MR RIER D
intermediate holding company AakA (vi) 1,146 611
Commission income from the ultimate Ehse Sl FNILEN:]
holding company GGEAOUN (vii) 193 391
Commission income from the B EEER D R 4ERE
immediate holding company GGEAOUN (viii) 235 —
Management fee income from a public fund B AR T2 EHBAE
managed by a wholly-owned subsidiary EERPNERDF
of the Company and invested by RENLEER A
an intermediate holding company BERBUWA (ix) 3,468 2,165
Management fee income from a public BAARZENBAR
fund managed by a wholly-owned EERRZNBAR
subsidiary of the Company and RENLEER A
invested by a fellow subsidiary BERBUWA () 450 479
Commission income from the investment fund B 1% & &£ WK € A (xi) 35 46
Underwriting fee income from the immediate 8 B /MER 2 7UER &)
holding company BIHERA (xii) 4373 —

88  Guotai Junan International Holdings Limited
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HELRS ()
AEERHNEBETETATE
AR5 ()

27. RELATED PARTY TRANSACTIONS (continued) 27.
(@  The Group had the following material transactions with related parties during the (a)

period: (continued)

For the six months ended 30 June

BEAA=tTHILAEA

2014 2013
—B-IF —E-=F
Notes Unaudited Unaudited
P EE REER REER
HK$’ 000 HK$' 000
F#5% Fib
HK$’ 000 HK$' 000
Management fee income from public BARAIZENBAR
funds managed by a wholly-owned ERRPNERAR]
subsidiary of the Company and EHIE A ESUERH
controlled by intermediate holding company & %z‘é‘?uﬁz)\ (xiii) 423 —
Professional fee and consultancy fee paid to ST REERARNEE R
the ultimate holding company HAE (xiv) 78 —
(i) The commission expenses to the ultimate holding company were (Y IZRFHREZERAFANESE
calculated based on the percentage of the transaction value stated in the AXEEADRN—K2
Cooperation Agreement signed with a wholly-owned subsidiary of the EMBAREIMAIERZ
Company. JIRMRZ HEAD LA E
(i) Professional and consultancy fee paid to a fellow subsidiary for the (i) WH-ZT-NFE-—HEMAH
provision of capital market information was charged at HK$ 1,000,000 per ARARNBLARREER
month for the period from January to April 2014 and HK$1,220,000 per MSER I NOERELER
month for the period from May to June 2014 (2013: HK$ 1,250,000 per £ ¥ & B 1,000000% 7T &
month). Mm-S —mHEFRAEN
AR ZS A 122000078
TXN(ZF-—=%:8H
250,000/ 7T) °
(i)~ Management fee income and performance fee income received from a (iy BARAZEMBARER
private fund managed by a wholly-owned subsidiary of the Company and RAZKERAIRENLE
invested by a fellow subsidiary were charged at 1.5% per annum of the ERWMOERBUARK

net asset value at the last working day of each month and 20% of the
positive increment in the net asset value for the period ended 30 June

2014.

BREREKRERBRAT
h
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27. RELATED PARTY TRANSACTIONS (continued)

(@)  The Group had the following material transactions with related parties during the

period: (continued)

(v)

(vii)

(i)

()

Total fees received from the private fund mentioned in note (iii)
above included commission income which was based on 0.25% of the

transaction value.

Commission income received from a public fund managed by a fellow
subsidiary was based on the pricing stated in the signed brokerage

agreement with a wholly-owned subsidiary of the Company.

Commission income received from the intermediate holding company
was based on the pricing stated in the signed brokerage agreement with a

wholly-owned subsidiary of the Company.

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.

Commission income received from the immediate holding company was
based on the pricing stated in the signed brokerage agreement with a

wholly-owned subsidiary of the Company.

The management fee income received from the public funds 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 for the periods

ended 30 June 2013 and 2014.

Guotai Junan International Holdings Limited
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NOTES TO THE INTERIM FINANCIAL INFORMATION

27. RELATED PARTY TRANSACTIONS (continued)

@

The Group had the following material transactions with related parties during the

period: (continued)

)

(i)

(i)

(xiv)

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

management agreement for the periods ended 30 June 2013 and 2014.

Commission income received from investment fund mentioned in note
(x) above was based on a percentage stated in the respective signed
brokerage agreement with another wholly-owned subsidiary of the

Company.

Underwriting fee received from the intermediate holding company was
based on the fee stated in the signed underwriting agreement with a

wholly-owned subsidiary of the Company.

The management fee income received from two public funds managed
by a wholly-owned subsidiary of the Company and controlled by the
intermediate holding company was based on percentage prescribed in
respective investment management agreement for the period ended 30

June 2014.

Professional fee and consultancy fee paid to a fellow subsidiary was 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.

T 1 3 % A R

27. BEARRZ(E)

() AEERBR
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ep 31 5 s R B st

27. RELATED PARTY TRANSACTIONS (continued)

(@)  The Group had the following material transactions with related parties during the

period: (continued)

(xv)

(xvi)

Included in the Group's accounts payable is a broker payable due to
the ultimate holding company of HK10,840,000 (31 December 201 3:
HK$12,238,000) arising from the dealing in securities as at 30 June 2014.
The balance is unsecured, interest-free and payable on the settlement day

under the relevant market practices.

Included in the Group's accounts receivable is a broker receivable due
from the ultimate holding company of HK$17,896,000 (31 December
2013: HK$22,993,000) arising from the dealing in securities as at 30 June
2014. The credit terms provided to the ultimate holding company are
consistent with the practice of the securities dealing industry. The balance
is unsecured, interest-free and payable on the settlement day under the

relevant market practices.

Included in the accounts receivable are management fee and performance
fee receivables due from investment funds managed by the Group
mentioned above HK$788,000 (31 December 2013: HK$833,000) arising
from the provision of asset management services as at 30 June 2014. The

balances are unsecured, interest-free and receivable monthly in arrears.
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NOTES TO THE INTERIM FINANCIAL INFORMATION

RELATED PARTY TRANSACTIONS (continued)

The Group had the following material transactions with related parties during the

period: (continued)

(xviil) Included in the Group's accounts receivable are the accounts receivable
from the private fund mentioned in note (v) above arising from dealing in
securities in an aggregate amount of HK$880,000 as at 30 June 2014 (31
December 2013: Nil).

(xix) Included in the client trust bank balance is a deposit form an intermediate
holding company of HK$2,864,000 as at 30 June 2014 (31 December
2013: Nil).

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 relates to the Group's normal business activities,
including but not limited to brokerage services, corporate finance business,
asset management business, lending business and investment holding. These
transactions are entered into in the ordinary course of business at an 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 as individually significant in accordance with HKAS 24.
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NOTES TO THE INTERIM FINANCIAL INFORMATION
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27. RELATED PARTY TRANSACTIONS (continued) 27. BEARS(E)
(b)  Compensation of key management personnel of the Group: (b) AEEFEEBABHM:

For the six months ended 30 June

BEAA=THILAEA

2014 2013

—E-pF —F=F

Unaudited Unaudited

REER AEEZ

HK$’ 000 HK$' 000

TER TAET

Salaries and allowances e kR 3,967 5,638
Equity-settled share based payment PABR D BT R A B MR X 9,606 6,780
Pension scheme contributions BREF 2GR 3l 30
13,604 12,448
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28.

NOTES TO THE INTERIM FINANCIAL INFORMATION
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OFFSETTING FINANCIAL ASSETS AND FINANCIAL LIABILITIES 28 HETHEERTBEE
The Group currently has a legally enforceable right to set off the Continuous Net AEEEREB S AR HITRFIK KR
Settlement (CNS) money obligations receivable and trade payable with HKSCC and it EREENKEFERR(BERER
intends to settle on a net basis as accounts receivable from or accounts payable to the W) e R R 5 R FRIE - IR F R
Stock Exchange. For the net amount of CNS money obligations receivable or payable BEEERBUIBENBIMEREE -
with HKSCC and guarantee fund placed in HKSCC, they do not meet the criteria HEBEENREFREWEL RS E
for offsetting in the financial statements and the Group does not intend to settle the NENFERFREALENREER
balances on a net basis. WARFEREBREAEHENERE K
SRR FERELEATE
Gross
amount of
recognised
Gross financial Net Related
amount of (assets)/ amount  amounts not
recognised liabilities of financial ~ set off in the
financial offset in liabilities statement
assets/ the financial reflected in of financial
(liabilities) statements the financial position
BER REEER  statemens EER
EREE HHCER  NMBER  BBRRR
/(8f) SR(EE) EZIMeR it L Net
BE /AfEBE AFERE  AHEHE ek
HK$'000 HK$' 000 HK$' 000 HK$' 000 HK$'000
ThR Thn ThR AR FATL
As at 30 June 2014 R=B-MEXA=1A
CNS money obligation receivable FEFERNENE 1,040,753 (1,040,753) — — —
CNS money obligation payable FEFEMEMR (1,109,399) 1,040,753 (68,646) — (68,646)
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NOTES TO THE INTERIM FINANCIAL INFORMATION
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28. OFFSETTING FINANCIAL ASSETS AND FINANCIAL LIABILITIES 8. EETHEERTMEEE)
(continued)
Gross
amount of
recognised
Gross financial Net Related
amount of (assets)/ amount  amounts not
recognized Liabilties of financial set offin the
financial offset in liabilities statement
assets/ the financial reflected in of financial
(liabilities) statements the financial position
B2 RBBERE statements BARR
TREE AHEER  REBER  UBRRR
/(BE) SR(EE) Z25MeR gl Net
ag /AR BBFE  AELE AR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TAT TAT TET TAL
As at 31 December 2013 R-F-ZH+-A=1-8
CNS money obligation receivable SEFBRMELE 641967 (641967) — - -
CNS money obligation payable BEFENENE (703,24) 641967 (61,275) - (61.275)

The "net amount of financial liabilities reflected in the financial statements”, as set out

above, is included in “accounts payable arising from dealing and broking — the Stock

Exchange and other clearing houses” in note 5.
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