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Company Overview

China Development Bank Financial Leasing Co., Ltd. is the sole leasing business platform and one of the key strategic
business segments of China Development Bank Corporation, dedicated to providing comprehensive leasing services to high-
quality customers in industries including aviation, infrastructure, shipping, commercial vehicle and construction machinery. The
Company and its subsidiaries are a pioneer and a leader in the PRC leasing industry. Founded in 1984, the Group was among
the first leasing companies in the PRC and the first CBRC-regulated leasing companies.

As one of the first leasing companies in the PRC, we have withessed and participated in the development of the PRC leasing
industry. We have weathered economic and industry cycles and regulatory reforms, and gained abundant experience through
our business operations, product innovation and exploration of new sectors. We have gradually built up our explicit positioning
with focus on key industries and clients through continuous business improvement, product innovation, as well as exploration
in various business sectors on schedule. We have identified key sectors, namely, aircraft and infrastructure leasing, which
have well-developed business model, sound asset quality and growth potential, and key customer groups, namely, large and
medium-sized, high-quality corporate customers, as the primary focus of our business.

The continued market-oriented reform of the PRC financial industry, increasing customer demand for customized leasing
products and services, the internationalization of the Renminbi and favorable government policies have brought important
opportunities to the leasing industry. We believe that our market leading position, long operating history, well-developed
business model and premier brand name will enable us to seize such opportunities. The extensive experience we
gained through economic and industry cycles enables us to achieve sustained growth in the course of China’s economic
transformation and upgrading and continue to maintain our leading position in the fast developing PRC leasing industry.

On July 11, 2016, the Group was officially listed on the main board of the Hong Kong Stock Exchange.

China Development Bank Financial Leasing Co., Ltd.
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For the
year ended
December 31,

(RMB in thousands) 2015 2015
Finance lease income 3,115,788 5,994,754
Operating lease income 2,272,062 4,646,164
Total revenue 5,387,850 10,640,918
Net investment gains 5,039 77,209
Other income, gains or losses 139,785 263,162
Total revenue and other income 5,532,674 10,981,289
Total expenses (4,275,514) (9,681,663)
Of which: Depreciation and amortization (985,226) (2,034,732)
Interest expense (2,672,742) (5,055,233)
Impairment losses (373,029) (2,008,170)
Profit before income tax 1,257,160 1,299,626
Profit for the period 1,010,056 1,052,506
Basic and diluted earnings
per share (RMB) 0,71 0.11



mmmmmm  Financial Highlights (Continued)

SUMMARY CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

As at As at

June 30, December 31,

(RMB in thousands) 2016 2015

Total assets 154,434,365 155,695,092

Of which: Cash and bank balances 5,502,666 6,313,850

Accounts receivable 11,304,246 13,827,135

Finance leases receivable 81,295,213 80,945,115

Prepayments 7,623,856 6,862,803

Property and equipment 44,386,450 42,248,688

Total liabilities 138,369,800 140,702,176

Of which: Borrowings 103,325,467 102,494,469

Notes payable 14,138,944 13,834,811

Net assets 16,064,565 14,992,916

Net assets per share (RVB) 1.69 1.58
SELECTED FINANCIAL RATIOS

For the

year ended

December 31,/

For the six months ended as at

June 30,/as at June 30, December 31,

2016 2015 2015

Return on average total assets” 1.42% 1.45% 0.71%

Return on average equity® 14.21% 13.97% 7.26%

Net interest margin of finance lease business® 2.54% 2.66% 2.61%

Net lease yield of operating lease business® 8.34% 8.29% 8.56%

Cost-to-income ratio® 4.15% 4.08% 5.05%

Non-performing asset ratio® 1.12% 1.67% 1.39%

Non-performing asset ratio of finance lease business” 1.45% 2.57% 2.21%

Allowance to non-performing finance lease related assets® 168.41% 100.80% 150.47%

Gearing Ratio 89.60% 89.17% 90.37%

Core tier-one capital adequacy ratio® 10.17% 10.83% 9.54%

Tier-one capital adequacy ratio"? 10.17% 10.83% 9.54%

Capital adequacy ratio" 10.76% 10.84% 10.23%

Credit ratings

Standard & Poor A+ A+ A+

Moody A1 Al Al

Fitch A+ A+ A+

6 China Development Bank Financial Leasing Co., Ltd.
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Financial Highlights (Continued)

Calculated by dividing net profit for the period by average balance of total assets at the beginning and the end of the period
on an annualized basis.

Calculated by dividing net profit for the period by average balance of total Shareholders’ equity at the beginning and the end
of the period on an annualized basis.

Calculated by dividing net interest income by monthly average balance of the finance lease related assets for finance lease
business on an annualized basis.

Calculated by dividing net lease income of operating lease business by monthly average balance of total operating lease assets
on an annualized basis. Net lease income of operating lease business is calculated as the difference between operating lease

income and interest expense of operating lease business on an annualized basis.

Calculated by dividing the sum of the depreciation and amortization expenses of property and equipment held for
administrative purposes, staff costs and other operating expenses by total revenue and other income.

Non-performing asset ratio is the percentage of non-performing assets over total assets before allowance for impairment
losses as at the applicable dates.

Non-performing asset ratio of finance lease business is the percentage of non-performing finance lease related assets over
finance lease related assets before allowance for impairment losses as at the applicable dates.

Calculated by dividing allowance for impairment losses on finance lease related asset by non-performing finance lease related
assets.

Calculated by dividing core tier-one capital, net of core tier-one capital deductions, by risk-weighted assets.

Calculated by dividing tier-one capital, net of tier-one capital deductions, by risk-weighted assets.

Calculated by dividing total capital, net of capital deductions, by risk-weighted assets.

2016 Interim Report
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mmmmmm  Financial Highlights (Continued)

The following table sets forth, as at the dates indicated, information relating to the Group’s certain regulatory indicators,

calculated in accordance with the requirements of the CBRC and applicable accounting standards.

As at As at As at
Regulatory June 30, December 31, December 31,
requirements 2016 2015 2014
(before taking (before taking
into account of into account of
proceeds from proceeds from
Global Offering) Global Offering)
Capital adequacy indicators”
Core tier-one capital adequacy ratio® >6.7%® 10.17% 9.54% 10.03%
Tier-one capital adequacy ratio® >7.7%® 10.17% 9.54% 10.03%
Capital adequacy ratio® >9.7%® 10.76% 10.23% 10.34%
Asset quality indicators
Allowance to non-performing finance
lease related assets® >150%® 168.41% 150.47% 127.48%

4)

Calculated based on the Capital Administrative Measures published by CBRC on June 7, 2012, which became effective on
January 1, 2013 and replaced the Administrative Measures for Capital Adequacy Ratio of Commercial Banks (CBRC Order

[2014] No. 2 ( FHZESRITEAR T L FEIHEE)  (hERE 420144 5525%) ).

Calculated by dividing core tier-one capital, net of core tier-one capital deductions, by risk-weighted assets.

Indicates requirements to be met by the end of 2016.

Calculated by dividing tier-one capital, net of tier-one capital deductions, by risk-weighted assets.

Calculated by dividing total capital, net of capital deductions, by risk-weighted assets.

Calculated by dividing allowance for impairment losses on finance lease related asset by non-performing finance lease related

assets.

China Development Bank Financial Leasing Co., Ltd.



CDB Leasing was listed on the main board of the Hong Kong Stock Exchange on July 11, 2016. This is not only an important
milestone of CDB Leasing but also marks the first successful landing of a Chinese financial leasing company in the international
capital market, showing high recognition and approval of the value and development outlook of CDB Leasing in the capital
market. In light of this, | would like to extend my sincere gratitude on behalf of the Board to Shareholders and regulators for
their support on the listing of CDB Leasing, and to general investors for their concern and recognition of CDB Leasing.

In the first half of 2016, CDB Leasing recorded satisfactory operating results with focus on listing-related tasks and
enhancement of quality and efficiency. Total revenue and other gains amounted to approximately RMB5.536 billion for the
first half of 2016, which remained stable as compared with that of the same period of last year, while net profit amounted to
approximately RMB1.104 billion for the first half of 2016, representing an increase of 9.3% as compared with that of the same
period of last year. Annualized average return on total assets and on net assets amounted to 1.42% and 14.21% respectively,
both of which significantly increased from the end of last year. The non-performing asset ratio and allowance amounted to 1.12%
and 168% respectively, representing a decrease of 0.27 percentage point and an increase of 18 percentage points from the
end of last year respectively.

In the first half of 2016, CDB Leasing focused on enhancing its corporate value and attained substantial results in improving
corporate governance and the internal control system, optimizing the business structure and business-related risk control
as well as the financing strategies, reducing comprehensive funding costs and enhancing efficiency. Firstly, the corporate
governance and internal control were significantly improved. CDB Leasing appointed professional advisers to conduct
comprehensive assessment and make recommendations, which resulted in a further clarified and standardized corporate
governance process, a further improved internal control system and full compliance with the applicable requirements on
listed companies. Secondly, the business structure and profit model were further optimized. Segment assets and revenue of
Aircraft Leasing and Infrastructure Leasing continued to maintain a major proportion so that significant growth was recorded
in operating lease for the first half of 2016. Furthermore, a good gain was recorded in intermediary businesses due to the
disposal of assets related to aircraft leasing, and sustained progress was made in asset securitization business for the first
half of 2016, showing a more diversified profit model of the Company. Thirdly, effective risk control resulted in significantly
improved asset quality. In the first half of 2016, effective measures for credit risk control were implemented to improve asset
quality, which included more stringent credit risk assessment standards, better credit risk identification and control techniques
as well as stronger management after leasing and collection and portfolio disposal of non-performing assets. Non-performing
assets of CDB Leasing amounted to RMB1.75 billion as at June 30, 2016, representing a decrease of RMB490 million from the
end of last year, with a further lower non-performing asset ratio. Fourthly, optimized financing strategies brought cost reduction
and efficiency enhancement. Closely monitoring the complex and ever changed financial macro-environment in China and
overseas during the first half of 2016, CDB Leasing made timely adjustments to its financing strategies and further optimized
its debt structure, which reduced comprehensive finance costs by 102 basis points as compared with that of the same period
of last year while keeping exchange risk, interest rate risk and liquidity risk under effective control. Fifthly, a better corporate
image further enhanced its social influence and contribution thereto. The successful listing of the Company in Hong Kong
served as an effective enhancement of awareness of its brand and its influence on the international stage. The Company
actively assumed its social responsibility through supporting public welfare and increased loyalty of the staff by improving their
benefit systems. By virtue of these efforts, CDB Leasing was named “Shenzhen’s Key Service and Trading Company for 2015”
(2015F FYI T R E S E B %) and received the highest grade in Shenzhen’s First Rating of Corporate Social Responsibility
(RYITMEREEEE SR ENE).



10

Chairman’s Statement (Continued)

In the second half of 2016, the global economic and political environment will likely remain unstable with huge uncertainties.
The Chinese economy, which is at a critical period of transition from old to new growth drivers, structural adjustment,
transformation and upgrading, is expected to maintain its advancement amid stability with surfacing effect of the supply-
side reform. In view of these, the Company will adhere to its development principle of professionalism, diversity, market-
orientation and internationalization and to its business layout focusing on China while expanding world-widely. It will keep pace
with national development strategies and increase its ability of analysis and judgment of the macro-economic environment
and policies at home and overseas to capture opportunities. With its own competitive strengths and the advantages of China
Development Bank in providing integrated financial services encompassing investment, loan, debt, leasing and securitization,
the Company will propel its business development while controlling business risks so as to realize a rapid yet steady growth.

After the listing, CDB Leasing has to face many challenges and regulation by multiple Chinese and foreign authorities, more
rigorous market constraints and full market competition. As such, CDB Leasing will, taking the listing as an opportunity, deepen
its marketization reform, establish scientific and effective incentive and restrictive mechanisms, continuously enhance and
improve corporate governance and internal control, and strengthen the construction of compliance culture. By these efforts,
combined with timely and accurate information disclosure, it will ensure lawful and compliant operation in order to provide
effective safeguards for interests of its Shareholders as a whole.

China Development Bank Financial Leasing Co., Ltd.



Management Discussion and Analysis

BUSINESS SITUATION

In the first half of 2016, the global economy continued to experience a weak recovery after international financial crisis,
with the major economies showing increasingly divergent trend. The developed economies, represented by the United
States and the Eurozone, continued to make a moderate recovery, while the pressure of inflation downward still existed
due to a lack of strong momentum. On the other hand, economies in the emerging markets performed in a diverging
manner. Since the second quarter of 2016, with commodity prices rising and capital outflows slowing down, some
economies in emerging markets had made improvement, while those economies with relatively poor fundamentals and
monotonous economic structure were still facing a relatively large downward pressure’. In July 2016, the International
Monetary Fund lowered again its forecast on the growth of global economy for the second half of 2016 by 0.1% to 3.1%2.
Along with continuous downturn of international trade growth, financial and large commodity markets experiencing
volatility, geopolitical risks increasing, and the occurrence of hot issues such as “Brexit” and the Federal Reserve

increasing interest rates, the global economy will encounter many uncertainties.

In the first half of 2016, Chinese economy remained in the reasonable range, maintaining overall stability while making
steady progress and facing difficulties. “Overall stability” was mainly reflected in the stable economic growth, with
a year-on-year GDP growth of 6.7% for the first half of 2016, which continues to maintain within a range considered
appropriate and shows a significant stabilized trend. As the growth of global economic slowed down, China’s economic
growth was among the best compared with the major economies. “Steady progress” was mainly reflected in the new
progress achieved in the supply-side structural reforms and further improvement made in economic structure. As the
optimization of the industrial structure continued, tertiary industry continued to develop rapidly. Further optimization of
the demand structure resulted in a contribution of 73.4% to the economic growth by final consumption expenditure,
representing an increase of 13.2 percentage points as compared to that of the same period of last year. In regional
structure, the late-coming advantages of the Central and Western China continued to show strength®. “Difficulties faced
while stability” were mainly reflected by the fact that Chinese economy was in a critical stage of structural adjustment,
transformation and upgrading, with the pains associated with structural adjustment persisting and the real economy
still facing various challenges. However, as the supply-side structural reforms are persistently pushed on, as well as
with the coordination of proactive fiscal policies and prudent monetary policies, Chinese economy will remain in a

development trend of steady progress.

In September 2015, the General Office of the State Council promulgated the “Guiding Opinions on Accelerating the
Development of Financial Leasing Industry (Guo Ban Fa [2015] No. 68)” ( <BIRNREEHREELLENIEEER (HH
#%[2015]68%%) » ) and “Guiding Opinions on Promoting the Sound Development of Financial Leasing Industry (Guo
Ban Fa [2015] No. 69)” ( (EMeit B ETERREENEEER (B#1E£[2015]695%) » ). Since then, these
guidelines have further promoted the development of China’s leasing industry, resulting in a rapid growth in the number
of leasing companies, their registered capital, asset size, number of employees, etc. Simultaneously, with increasing
competition, leasing companies need to seek innovation and development in product structure design, customer
rsesources, market positioning and business models, and to establish a professional edge with its own characteristics

in order to meet the challenges of market competition.

PBOC, Report on Chinese Monetary Policy Implementation for the Second Quarter of 2016, August 5, 2016.

International Monetary Fund, World Economic Outlook, July 19, 2016.

National Bureau of Statistics of China, Overall Stability and Steady Progress of National Economy for the First Half of the Year, July 15,
2016.
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mmmm Management Discussion and Analysis (Continued)
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COMPANY'’S RESPONSES

In the first half of 2016, in the face of complex macroeconomic situation, the Group’s overall strategy was to ensure
development, prevent risks, increase revenue and strengthen its foundation. Under the premise of protecting its assets,
the Group achieved stable business growth through accelerating and optimizing its business deployment, deepening

reforms, innovation and business transformation, as well as strengthening risk prevention.

With respect to business arrangement, the “twin-driver” business development model with Aircraft Leasing and
Infrastructure Leasing as our core businesses has become clearer. New businesses in the first half of 2016 were mainly
in core low-risk sectors such as Aircraft Leasing and Infrastructure Leasing. Meanwhile, the Group proactively adjusted
its strategies in Shipping, Commercial Vehicle and Construction Machinery Leasing as well as Other Leasing Business
segments in order to achieve safer business growth. Innovative business models were adopted in the Commercial
Vehicle Leasing segment to push forward the development of new energy urban public transport business. In addition,
the Group completed sales of five aircraft in the first half of 2016, resulting in a great year-on-year increase of income
from aircraft sales. Meanwhile, the Group completed on one hand the planned lease renewal of several aircraft with
core airline clients and on the other hand contracting the sublease of one aircraft from one airline to another stronger
airline. Further, major progress in the establishment of the international aircraft leasing team took place, thereby further

enhancing the Group’s asset management capabilities.

With respect to financing, the Group was successfully listed on the Hong Kong Stock Exchange on July 11, 2016, laying
a sound foundation for its future development. In debt financing, the Group continued to expand its direct financing
channels including asset securitization and issue of bonds. The Group also timely adjusted its financing strategies
according to the global financial market conditions, further optimized its debt structure and reduced its comprehensive

funding costs of domestic and foreign currencies, therefore supporting its business development with improved
financing conditions.

In the first half of 2016, the Group put more efforts on risk management and control, and the disposal of non-performing
assets, achieving positive results. As at June 30, 2016, the Group’s non-performing assets ratio was 1.12%, which is
lower than 1.67% in the same period of 2015, and also lower than 1.39% at the end of 2015, leading to an improvement
of its asset quality.

China Development Bank Financial Leasing Co., Ltd.
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Management Discussion and Analysis (Continued)

PERFORMANCE OUTLOOK

In the second half of 2016, the global economy will still be in a period of adjustment with continuing divergence and
volatility. With emerging de-globalization and trade protectionism, geopolitics becomes more complex and the impacts
of “Brexit” will continue. There are still uncertainties in the pace and strength of the Federal Reserve’s upcoming
monetary policies and many other unstable factors. Chinese economy is at a critical period of transition from old to new
growth drivers, structural adjustment, transformation and upgrading, but its characteristics of strong resilience, great
potential and ample room for maneuver remain unchanged*. With the ongoing supply-side structural reforms, Chinese
economy maintained an overall stability while making steady progress in the first half of 2016 and are likely to persist
such trend.

In the second half of 2016, the Group will focus on the following aspects, leveraging its listing as an excellent
opportunity and enhancing its corporate values as a core element. Firstly, on the basis of consolidating its existing
advantageous businesses, the Group will optimize its business deployment and innovate profit models. According
to principle of “twin-driver, taking selective and appropriate measures, focusing on earnings, and strengthening
risk control”, the Group will strengthen its business development, consolidate and expand the market share of its
advantageous business segments, innovate business models and explore business areas all under the premise of risk
control. Secondly, the Group will strengthen its risk management and improve its internal control systems by enhancing
its overall risk management and control systems in line with the best practices of listed companies. Thirdly, the Group
will enhance its asset and liability structure to promote cost reduction and efficiency improvement. With respect to asset
management, the Group will take advantage of asset management in adjusting and guiding in business development,
and enhance its asset structure by operating asset securitization business. With respect to liabilities, the Group will
continue deepening its cooperation with a wider spectrum of financial institutions to broaden its financing channels
and improving the proportion of direct financing to reduce the comprehensive financing cost of domestic and foreign
currencies. Fourthly, the Group will upgrade the allocation of resources and continue to improve its competitive
strength.

PBOC, Report on Chinese Monetary Policy Implementation for the Second Quarter of 2016 August 5, 2016.
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4.1.

Analysis on Income Statement (Overview)

In the first half of 2016, revenue of the Group basically commensurate with its costs and expenses and its results
made steady improvement. Total revenue and other income amounted to RMB5,535.5 million, representing a
slight increase of 0.1% as compared with RMB5,532.7 million for the same period of last year. Net profit of the
Group for the first half of 2016 amounted to RMB1,103.6 million, representing an increase of 9.3% as compared
with RMB1,010.1 million for the same period of last year, due primarily to (1) the stable revenue from leasing
business; (2) a decrease in interest expenses to some extent; and (3) gains on sales of certain aircraft held for
operating lease and electronic equipment of the Group. The above increase was partially offset by increase in
depreciation and amortization as well as impairment losses.

The following table sets forth the income statement of the Group for the six months ended June 30, 2016 and
comparative figures for the same period of last year.

(RMB in millions) 2015 Change
Revenue

Finance lease income 3,115.8 (14.4%)
Operating lease income 2,272 1 16.7%
Total revenue 5,387.9 (1.3%)
Net investment gains 5.0 (50.0%)
Other income, gains or losses 139.8 52.3%
Total revenue and other income 5,632.7 0.1%
Depreciation and amortization (985.2) 19.2%
Staff costs (39.5) 28.1%
Fee and commission expenses (34.6) (34.7%)
Interest expense (2,672.8) (13.2%)
Other operating expenses (170.4) (2.7%)
Impairment losses (373.0) 27.2%
Total expenses (4,275.5) (1.6%)
Profit before income tax 1,257.2 5.7%
Income tax expense (247.1) (8.9%)

Net profit 1,010.1 9.3%




4.2.

Management Discussion and Analysis (Continued)

Revenue

For the first half of 2016, total revenue of the Group amounted to RMB5,320.1 million, representing a decrease

of 1.3% as compared with RMB5,387.9 million for the same period of last year, due primarily to a decrease in

finance lease income, which was partially offset by an increase in operating lease income.

Revenue of the Group was primarily derived from (1) finance lease income and (2) operating lease income. For

the first half of 2016, finance lease income and operating lease income amounted to RMB2,667.6 million and

RMB2,652.5 million respectively, representing a decrease of 14.4% and an increase of 16.7% as compared to

those of the same period of last year, respectively.

4.2.1. Finance lease income

The following table sets forth the segment finance lease income of the Group for the periods indicated:

For the six months

ended June 30,

(RMB in millions) 2016 2015 Change
Finance lease income
Aircraft Leasing 106.3 105.3 0.9%
Infrastructure Leasing 1,628.0 1,712.1 (4.9%)
Ship, Commercial Vehicle and Construction

Machinery Leasing 503.2 614.6 (18.1%)
Other Leasing Business 430.1 683.8 (37.1%)
Total 2,667.6 3,115.8 (14.4%)

For the first half of 2016, finance lease income of the Group amounted to RMB2,667.6 million, accounting

for 50.1% of total revenue and representing a decrease of 14.4% as compared with RMB3,115.8 million

for the same period of last year, due primarily to the lower interest rate of finance lease projects resulting

from the reduction of the benchmark interest rates by the PBOC for five times from January 2015 to June

2016, amounting to 125 base points in aggregate and a decrease of 17.3% on a weighted average

basis. Nevertheless, the net interest spread of finance lease business of the Group remained stable due

primarily to a decrease in funding costs corresponding to the decrease in interest rate of finance lease

projects.
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4.2.2.

With respect to Aircraft Leasing, for the first half of 2016, finance lease income of the Group amounted
to RMB106.3 million, representing an increase of 0.9% as compared with RMB105.3 million for the same
period of last year, due primarily to the new aircraft finance lease projects in the first half of 2016, which
was partially offset by the decrease in finance lease interest rates.

With respect to Infrastructure Leasing, for the first half of 2016, finance lease income of the Group
amounted to RMB1,628.0 million, representing a decrease of 4.9% as compared with RMB1,712.1
million for the same period of last year, due primarily to the lower interest rate of finance lease projects
resulting from reduction in the benchmark interest rates, which was partially offset by an increase in the
amount of lease financing provided to lessees in the Infrastructure Leasing business.

With respect to Ship, Commercial Vehicle and Construction Machinery Leasing, for the first half of 2016,
finance lease income of the Group amounted to RMB503.2 million, representing a decrease of 18.1% as
compared with RMB614.6 million for the same period of last year, due primarily to the lower interest rate
of finance lease projects resulting from reduction in the benchmark interest rates. Moreover, the size of
this segment decreased as affected by market conditions.

With respect to Other Leasing Business, for the first half of 2016, finance lease income of the Group
amounted to RMB430.1 million, representing a decrease of 37.1% as compared with RMB683.8 million
for the same period of last year, due primarily to (1) the Group’s proactive control over the growth of
lease business scale of this segment; (2) a further reduction of assets of this segment resulting from
disposal of certain non-performing assets; and (3) the decrease of interest rates of finance lease
projects resulting from the reduction of benchmark interest rates.

Operating Lease Income

The following table sets forth the segment operating lease income of the Group for the periods indicated:

(RMB in millions) 2015 Change

Operating lease income
Aircraft Leasing 2,201.7 15.2%
Infrastructure Leasing 59.8 6.7%
Ship, Commercial Vehicle and Construction

Machinery Leasing - -
Other Leasing Business 10.6 (4.7%)

Total 2,272.1 16.7%




4.3.

4.2.3.

4.2.4.

Management Discussion and Analysis (Continued)

For the first half of 2016, operating lease income of the Group amounted to RMB2,652.5 million,
accounting for 49.9% of total revenue and representing an increase of 16.7% as compared with
RMB2,272.1 million for the same period of last year, due primarily to an increase of aircraft for operating
lease in light of expansion of Aircraft Leasing business and the stable gross lease yield.

Net Investment Gains

For the first half of 2016, net investment gains of the Group amounted to RMB2.5 million, representing a
decrease of 50.0% as compared with RMB5.0 million for the same period of last year, due primarily to an
increase in unrealized fair value incurred by appreciation of fixed-income products invested under asset
management schemes of the Group. Meanwhile, it was also due to losses on non-deliverable foreign
exchange forwards bought for hedging against foreign exchange risk. Despite such loss, exchange
gains or losses still recorded a gain of RMB20.7 million.

Other Income, Gains or Losses
For the first half of 2016, other income and gains of the Group amounted to RMB212.9 million,

representing an increase of 52.3% as compared with RMB139.8 million for the same period of last year,
due primarily to gains on sale of aircraft held for operating lease and certain electronic equipment.

Costs and Expenses

For the first half of 2016, total expenses of the Group amounted to RMB4,206.9 million, representing a decrease

of 1.6% as compared with RMB4,275.5 million for the same period of last year, due primarily to a decrease in

interest expense, which was mainly because of the lower interest rate of interest-bearing liabilities resulting from

reduction in the benchmark interest rates and sufficient liquidity of US dollar market. Such decrease in expenses

was partially offset by the increase in depreciation and amortization due to an increase in operating lease assets

and impairment losses.

4.3.1.

4.3.2.

Depreciation and Amortization

For the first half of 2016, depreciation and amortization of the Group amounted to RMB1,174.0 million,
representing an increase of 19.2% as compared with RMB985.2 million for the same period of last year,
due primarily to an increase in operating lease assets, in particular those for Aircraft Leasing.

Staff Costs

For the first half of 2016, staff costs of the Group amounted to RMB50.6 million, representing an increase
of 28.1% as compared with RMB39.5 million for the same period of last year, due primarily to an
increase in the headcounts and corresponding increase in employees’ remuneration and welfare.
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4.3.3.

4.3.4.

4.3.5.

4.3.6.

Fee and Commission Expenses

For the first half of 2016, fee and commission expenses of the Group amounted to RMB22.6 million,
representing a decrease of 34.7% as compared with RMB34.6 million for the same period of last year,
due primarily to a decrease of bank charges and a decrease of business collaboration fee paid to China

Development Bank Corporation.

Interest Expense

For the first half of 2016, interest expense of the Group amounted to RMB2,319.6 million, representing a
decrease of 13.2% as compared with RMB2,672.8 million for the same period of last year, due primarily
to the lower market interest rate resulting from reduction in the benchmark interest rates and sufficient
liquidity of US dollar market. Meanwhile, such decrease also results from the lower overall funding costs
due to Group’s proactive adjustment of financing strategies.

Other Operating Expenses

For the first half of 2016, other operating expenses of the Group amounted to RMB165.8 million,
representing a decrease of 2.7% as compared with RMB170.4 million for the same period of last year.

Impairment Losses

For the first half of 2016, impairment losses of the Group amounted to RMB474.3 million, representing
an increase of 27.2% as compared with RMB373.0 million for the same period of last year. It is due
primarily to the Group’s proactive increase in allowance to non-performing finance lease related assets
from 100.80% as at June 30, 2015 to 168.41% as at June 30, 2016 for prudence sake, in satisfaction of
the regulatory requirements of the CBRC on allowance of 150.00% before December 31, 2016.

Profit before Income Tax

For the first half of 2016, profit before income tax of the Group amounted to RMB1,328.6 million, representing an

increase of 5.7% as compared with RMB1,257.2 million for the same period of last year.

China Development Bank Financial Leasing Co., Ltd.



4.5.

4.6.

Management Discussion and Analysis (Continued)

Net Interest Margin of Finance Lease Business

The following table sets forth, among others, interest income, interest expense, net interest income and net
interest margin of finance lease business of the Group for the periods indicated:

For the six months
ended June 30,
(RMB in millions, except percentages) 2016 2015

Finance lease business

Interest income!” 2,667.6 3,115.8
Interest expense® 1,454.2 1,900.9
Net interest income 1,213.4 1,214.9
Average balance of finance lease related assets 95,565.2 91,453.9
Net interest margin of finance lease business® 2.54% 2.66%

M Interest income represents finance lease income.

@ Interest expense is the cost of interest-bearing liabilities of finance lease business of the Group. In the segments
involving both finance lease and operating lease business, interest expense of finance lease business is calculated by
the total interest expense times the proportion of the average monthly balance of finance lease related assets to the
average monthly balance of leased assets in the segment.

® Calculated by dividing net interest income by the average monthly balance of total interest-earning assets for finance
lease business on an annualized basis.

For the first half of 2016, net interest margin of finance lease business of the Group slightly decreased from 2.66%
for the same period of last year to 2.54%, due primarily to (1) the time lag between the decrease in funding
costs of the Group and the lease yield under the declining interest rates, and (2) the Group’s preference of less
risky lease projects in light of its risk appetite.

Net Lease Yield and Profit Margin before Income Tax of Operating Lease Business

The following table sets forth the net lease yield and profit margin before income tax of operating lease business
of the Group for the periods indicated:

For the six months
ended June 30,

2016 2015
Net lease yield™ 8.34% 8.29%
Profit margin before income tax® 19.90% 18.79%
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™ Calculated by dividing the net lease income of operating lease business by the monthly average balance of total
operating lease assets on an annualized basis. Net lease income of operating lease business is calculated as the
difference between operating lease income and the interest expense of operating lease business. In the segments
involving both finance lease and operating lease business, interest expense of operating lease business is calculated
by total interest expense times the proportion of monthly average balance of operating lease assets to average
balance of leased assets in the segment.

@ Calculated by dividing profit before income tax of operating lease business by operating lease income on an
annualized basis. In the segments involving both finance lease and operating lease business, the interest expense of
operating lease business is calculated by total interest expense times the proportion of monthly average balance of
operating lease assets to average balance of leased assets in the segment. Staff cost, fee and commission expenses
and other operating expenses of the operating lease business are calculated by total staff cost, fee and commission
expenses and other operating expenses times the proportion of operating lease income to total revenue.

In the first half of 2016, both net lease yield and profit margin before income tax of the Group’s operating lease

business increased, due primarily to a decrease of funding costs in US dollars, which is the Group’s principal
financing currency of operating lease business during this period.

4.7. Income Tax Expense
For the first half of 2016, income tax expense of the Group decreased by 8.9% from RMB247.1 million for the

same period of last year to RMB225.0 million, due primarily to the fact that a large portion of taxable income for
the period was derived from subsidiaries located in countries applying low tax rates.

China Development Bank Financial Leasing Co., Ltd.



The following table sets forth the consolidated statement of financial position of the Group as at the dates indicated:

December 31,

(RMB in millions) 2015 Change
Assets

Cash and bank balances 6,313.9 (12.8%)
Placement to banks and other financial institutions 1,100.0 (81.8%)
Financial assets at fair value through profit or loss 1,5568.6 3.2%
Derivative financial assets 2.0 (95.0%)
Accounts receivable 13,8271 (18.2%)
Finance leases receivable 80,9451 0.4%
Prepayments 6,862.8 11.1%
Available-for-sale financial assets 122.4 130.1%
Investment properties 376.2 (2.6%)
Property and equipment 42,248.7 51%
Deferred tax assets 7083.1 (18.0%)
Other assets 1,635.2 (21.2%)
Total assets 155,695.1 (0.8%)
Liabilities

Borrowings 102,494.5 0.8%
Due to banks and other financial institutions 4,900.0 22.4%
Financial assets sold under repurchase agreements 5,922.3 (40.7%)
Derivative financial liabilities 435.9 31.6%
Accrued staff costs 3315 (78.5%)
Tax payable 242.0 (90.1%)
Notes payable 13,834.8 2.2%
Deferred tax liabilities 266.9 24.6%
Other liabilities 12,5723 (16.8%)
Total liabilities 140,702.2 (1.7%)
Total equity 14,992.9 7.1%




5.1

Total Assets

The principal components of the Group’s assets were accounts receivable, finance leases receivable,
prepayments and property and equipment, collectively representing 93.6% of the Group’s total assets as at
June 30, 2016. As at June 30, 2016, total assets of the Group amounted to RMB154,434.4 million, representing
a decrease of 0.8% as compared with RMB155,695.1 million as at the end of last year, due primarily to
disposals of certain non-performing asset portfolios in the first half of 2016.

5.1.1.  Accounts Receivable
As at June 30, 2016, accounts receivable of the Group amounted to RMB11,304.2 million, representing
a decrease of 18.2% from RMB13,827.1 million as at December 31, 2015, due primarily to transfer of the
Group’s certain advances for finance lease projects to finance leases receivable upon commencement
of leases and conclusion of some projects.

5.1.2. Finance Leases Receivable

December 31,

(RMB in millions) 2015 Change
Finance leases receivable — gross 104,171.4 0.6%
Less: Unearned finance income (20,262.8) 5.6%
Finance leases receivable — net 83,908.6 (0.7%)

Less: Allowance for impairment

losses (2,963.5) (30.7%)
Finance leases receivable
- carrying value 80,945.1 0.4%

As at June 30, 2016, finance leases receivable of the Group amounted to RMB81,295.2 million,
representing an increase of 0.4% from RMB80,945.1 million as at December 31, 2015, due primarily to
the increase in finance lease business in the first half of 2016, which was partially offset by disposals of
non-performing assets.

5.1.3. Prepayments
As at June 30, 2016, prepayments of the Group amounted to RMB7,623.9 million, representing an

increase of 11.1% from RMB6,862.8 million as at December 31, 2015, due primarily to the increase in
prepayments for aircraft purchase.



5.14.

S.1.5.

S.1.6.

5.1.7.

Property and Equipment

As at June 30, 2016, equipment held for operating lease of the Group amounted to RMB43,979.2 million,
representing an increase of 5.0% from RMB41,871.0 million as at December 31, 2015, due primarily to
the expansion of its aircraft fleet.

As at June 30, 2016, property and equipment held for administrative purpose of the Group amounted to
RMB407.3 million, representing an increase of 7.8% from RMB377.7 million as at December 31, 2015,
due primarily to the increase in construction in progress of its new office building.

The following table sets forth a breakdown of its property and equipment as at the dates indicated:

December 31,
(RMB in millions) 2015 Change

Property and equipment

Equipment held for operating lease businesses 41,871.0 5.0%
Property and equipment held for administrative purpose 377.7 7.8%
Property and equipment - carrying value 42,248.7 51%

Cash and Bank Balances

As at June 30, 2016, cash and bank balances of the Group were RMB5,502.7 million, representing a
decrease of 12.8% from RMB6,313.9 million as at December 31, 2015, due primarily to reduction in the
liquidity reserve resulting from our enhanced liquidity management and stronger liquidity management
capability.

Placement to Banks and Other Financial Institutions

As at June 30, 2016, placement to banks and other financial institutions of the Group was RMB200.0
million, representing a decrease of RMB900.0 million from RMB1,100.0 million as at December 31, 2015,
due primarily to the volatility of balance resulting from the short-term nature of the interbank borrowing.

Financial Assets at Fair Value through Profit or Loss

As at June 30, 2016, financial assets at fair value through profit and loss of the Group was RMB1,609.2
million, representing an increase of 3.2% from RMB1,558.6 million as at December 31, 2015, due
primarily to changes in fair value of fixed-income products invested through asset management
schemes by the Group.



5.2.

5.1.8. Other assets

Other assets primarily included interest receivable, other receivables, prepaid expenses, deductible

value-added tax and land use rights. As at June 30, 2016, other assets of the Group decreased by
21.2% to RMB1,288.3 million from RMB1,635.2 million as at December 31, 2015, due primarily to the
refund of aircraft prepayments from Bombardier Aerospace and a decrease in deductible value-added

tax in the first half of 2016.

Lease Assets

The following table sets forth a breakdown of the Group’s finance lease related assets as at the dates indicated:

December 31,

(RMB in millions) 2015 Change
Finance lease related assets
Finance leases receivable 80,945.1 0.4%
Accounts receivable — advances for finance lease

projects 12,845.6 (19.5%)
Total 93,790.7 (2.3%)
The following table sets forth a breakdown of operating lease assets as at the dates indicated:

December 31,

(RMB in millions) 2015 Change
Operating lease assets
Investment properties 376.2 (2.6%)
Property and equipment — equipment held for

operating lease 41,871.0 5.0%
Total 42,2472 5.0%




5.3.

Management Discussion and Analysis (Continued)

Liabilities

As at June 30, 2016, total liabilities of the Group amounted to RMB138,369.8 million, representing a decrease of
RMB2,332.4 million or 1.7% as compared with RMB140,702.2 million as at December 31, 2015.

53.1

5.3.2.

5.3.3.

5.34.

Borrowings

As at June 30, 2016, the balance of borrowings of the Group amounted to RMB103,325.5 million,
representing an increase of 0.8% as compared with RMB102,494.5 million as at December 31, 2015.

Due to Banks and Other Financial Institutions

The Group is a member of the interbank lending market in China and is able to obtain interbank lending
with a term within three months. As at June 30, 2016, the balance of the Group’s due to banks and other
financial institutions was RMB6,000.0 million, representing an increase of 22.4% as compared with
RMB4,900.0 million as at December 31, 2015.

Notes Payable

As at June 30, 2016, the balance of notes payable of the Group amounted to RMB14,138.9 million,
representing an increase of 2.2% as compared with RMB13,834.8 million as at December 31, 2015, due
primarily to the influence of fluctuation in exchange rates on the balance of notes denominated in US
dollars.

Other Liabilities

As at June 30, 2016, the balance of other liabilities of the Group amounted to RMB10,454.2 million,

representing a decrease of RMB2,118.1 million or 16.8% as compared with RMB12,572.3 million as at
December 31, 2015, due primarily to conclusion of certain transactions of lease assets.
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6. ANALYSIS ON STATEMENT OF CASH FLOW

For the six months
ended June 30,

(RMB in millions) 2016 2015 Change
Net cash flow from operating activities 2,288.6 974.5 134.8%
Net cash flow from investing activities (3,587.4) (1617.9) 121.7%
Net cash flow from financing activities (228.0) (218.8) 4.2%
Net decrease in cash and cash equivalents (1,526.8) (862.2) 771%

For the first half of 2016, net cash inflow from operating activities of the Group amounted to RMB2,288.6 million,
representing an increase of 134.8% as compared to that of the same period of last year, due primarily to the increase
of working capital in the first half of year 2016. For the same period, net cash outflow from investing activities of the
Group amounted to RMB3,587.4 million, representing an increase of 121.7% as compared to that of the same period
of last year, due primarily to purchases of aircraft held for operating lease. Furthermore, for the first half of 2016, net
cash outflow from financing activities of the Group amounted to RMB228.0 million, representing an increase of 4.2% as
compared to that of the same period of last year, due primarily to payment of notes interest.

7.  BUSINESS OVERVIEW

The Group’s business segments include Aircraft Leasing, Infrastructure Leasing, Ship, Commercial Vehicle and
Construction Machinery Leasing and Other Leasing Business. In the first half of 2016, we set Aircraft Leasing and
Infrastructure Leasing as two core segments, adopted a prudent approach for Ship, Commercial Vehicle and
Construction Machinery Leasing and proactive control over the expansion of Other Leasing Business, which further
optimized the business structure.

The following table sets forth the segment revenue and other income for the periods indicated:
For the six months ended June 30,

2016 2015

(RMB in millions, except percentages)

Segment revenue and other income Amount Percentage Amount Percentage
Aircraft Leasing 2,812.5 50.8% 2,370.8 42.9%
Infrastructure Leasing 1,723.1 31.1% 1,833.5 33.1%
Ship, Commercial Vehicle and Construction

Machinery Leasing 553.5 10.0% 621.9 11.2%
Other Leasing Business 446.4 8.1% 706.5 12.8%
Total 5,535.5 100.0% 5,632.7 100.0%

26 China Development Bank Financial Leasing Co., Ltd.



For the first half of 2016, finance lease income of the Group were derived from all segments and amounted to
RMB2,667.6 million in total, representing a decrease of 14.4% as compared to that of the same period of last year. For
the first half of 2016, operating lease income of the Group, which was mainly derived from Aircraft Leasing business
and to a less extent from Ship Leasing business, amounted to RMB2,652.5 million, representing an increase of 16.7% as
compared to that of the same period of last year.

The following table sets forth the business segment assets for the dates indicated:

December 31, 2015

Business segment assets Amount Percentage
Aircraft Leasing 55,788.3 36.0%
Infrastructure Leasing 60,660.9 39.2%
Ship, Commercial Vehicle and

Construction Machinery Leasing 20,070.1 12.9%
Other Leasing Business 18,472.7 11.9%
Total 154,992.0 100.0%

7.1. Overview of business segments
7.1.1. Aircraft Leasing

Aircraft Leasing is one of the core business segments of the Group. In the first half of 2016, the Group
continued to expand its owned aircraft portfolio, business scale and client network, and to enhance
its trading capability and industry experience. As at June 30, 2016, total assets of the Aircraft Leasing
segment of the Group amounted to RMB58,637.1 million, representing an increase of 5.1% as compared
to that as at December 31, 2015, and the total revenue and other income of the Aircraft Leasing segment
amounted to RMB2,812.5 million, representing an increase of 18.6% as compared to that of the same
period of last year. Furthermore, as at June 30, 2016, the asset of Aircraft Leasing segment accounted
for 38.1% of the total segment assets of the Group, representing an increase of 2.1 percentage points
as compared to that as at December 31, 2015. The revenue and other income of the Aircraft Leasing
segment accounted for 50.8% of the total revenue and other income of the Group, representing an
increase of 7.9 percentage points as compared to that of the same period of last year.

In the first half of 2016, the Group delivered 14 aircraft, 12 of which were under operating leases. As at
June 30, 2016, the Group had a portfolio of 409 aircraft, consisting of 184 owned aircraft, 11 managed
aircraft and 214 committed aircraft. As at June 30, 2016, 147 owned aircraft of the Group were under
operating leases and 37 were under finance leases. As at June 30, 2016, the average age of the
Group’s aircraft fleet on operating lease was 4.7 years. Meanwhile, the weighted average remaining
lease term by asset balance of the Aircraft Leasing segment of the Group was 5.6 years. The Group’s
owned aircraft portfolio consisted primarily of narrow-body aircraft, including Airbus A320 family and
Boeing 737-800, and wide-body aircraft, including the Airbus A330 and Boeing 777.



The Group continued to enhance its capabilities of managing, releasing and selling aircraft. In the first
half of 2016, it sold five aircraft in total and recorded a good gain in intermediary businesses. During the
same period, the Group completed lease contract extension for nine aircraft as planned and facilitated
the sublease for an aircraft from one established airline client with a changing business model to a
stronger airline in need of this aircraft type. The Group’s owned aircraft portfolio maintained a 100% fleet
utilization and had no unscheduled lease terminations, delivery failures nor credit losses.

The profitability of the Aircraft Leasing business of the Group was further increased. In the first half of
2016, the annualized return on segmental total assets before tax® of the Aircraft Leasing segment was
2.26%, which increased by 0.25 percentage point from 2.01% in 2015.

In the first half of 2016, the Group continued to operate its aircraft business on a global scale which
covered 41 airline clients in 22 countries including the PRC, Asia-Pacific (excluding the PRC), Europe,
the Middle East, Africa and Latin America.

The following table sets forth a breakdown of the Group’s percentage of lease revenue and percentage
of underlying lease assets of Aircraft Lease by region of leasee for the first half of 2016:

Percentage Percentage

of lease of underlying

revenue for lease assets as

the first at June 30,

Region half of 2016 2016
PRC 49.14% 55.71%
Asia Pacific (excluding the PRC) 18.06% 16.65%
Europe 19.74% 16.26%
Middle East and Africa 8.75% 7.05%
Latin America 4.31% 4.33%
Total 100.0% 100.0%
g Calculated by dividing the profit before tax of the segment in 2016 by balance of total assets of the segment as

at June 30, 2016 on an annualized basis.



7.1.2.

The following table provides details regarding our aircraft portfolio by type of manufacture:

Percentage
by net book
value as at
December
31, 2015

Manufacturer
Airbus 58.6%
Boeing 32.9%
Others 8.5%
Total 100.0%

Infrastructure Leasing

Infrastructure Leasing is one of the core business segments of the Group. In the first half of 2016,
the Group put greater efforts on the development of new infrastructure leasing which increased the
investment and helped the Group achieve significantly higher business volume in this segment as
compared to that of the same period of last year. New lessees under the Infrastru<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>