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IMPORTANT: If you are in any doubt about this prospectus, you should obtain independent professional advice.
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CSC Financial Co., Ltd.

(A joint stock company incorporated in the People’s Republic of China with limited liability)

GLOBAL OFFERING

Number of Offer Shares under the Global Offering : 1,130,293,500 H Shares (comprising 1,076,470,000
H Shares to be offered by the Company and 53,823,500 Sale
Shares to be sold by the Selling Shareholders, subject to the
Over-allotment Option)
Number of International Offer Shares : 1,034,218,500 H Shares (subject to adjustment and
the Over-allotment Option)
Number of Hong Kong Offer Shares : 96,075,000 H Shares (subject to adjustment)
Maximum Offer Price : HKS$7.26 per H Share, plus brokerage of 1%,
SFC transaction levy of 0.0027%, and
Hong Kong Stock Exchange trading fee of 0.005% (payable in
full on application in Hong Kong dollars and subject to refund)
Nominal Value : RMBI1.00 per H Share
Stock Code : 6066
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take no
responsibility for the contents of this prospectus, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any
loss howsoever arising from or in reliance upon the whole or any part of the contents of this prospectus.

A copy of this prospectus, having attached thereto the documents specified in the paragraph headed “Documents Delivered to the Registrar of Companies” in
Appendix VII to this prospectus, has been registered by the Registrar of Companies in Hong Kong as required by Section 342C of the Companies (Winding Up and
Miscellaneous Provision) Ordinance (Chapter 32 of the Laws of Hong Kong). The Securities and Futures Commission of Hong Kong and the Registrar of
Companies in Hong Kong take no responsibility for the contents of this prospectus or any other document referred to above.

The Offer Price is expected to be fixed by agreement between the Joint Representatives (for themselves and on behalf of, among others, the Joint Bookrunners and
the Underwriters) and us (for ourselves and on behalf of the Selling Shareholders) on the Price Determination Date. The Price Determination Date is expected to be
on or around Friday, December 2, 2016 (Hong Kong time) and, in any event, not later than Sunday, December 4, 2016 (Hong Kong time). The Offer Price will be not
more than HK$7.26 per Offer Share and is currently expected to be not less than HK$6.36 per Offer Share. If, for any reason, the Offer Price is not agreed by Sunday,
December 4, 2016 (Hong Kong time) between the Joint Representatives (for themselves and on behalf of, among others, the Joint Bookrunners and the Underwriters)
and us (for ourselves and on behalf of the Selling Shareholders), the Global Offering will not proceed and will lapse.

Applicants for Hong Kong Offer Shares are required to pay, on application, the maximum Offer Price of HK$7.26 for each Hong Kong Offer Share together with
brokerage fee of 1%, SFC transaction levy of 0.0027% and Hong Kong Stock Exchange trading fee of 0.005%, subject to refund if the Offer Price as finally
determined is less than HK$7.26.

The Joint Representatives (for themselves and on behalf of, among others, the Joint Bookrunners and the Underwriters), and with our consent (for ourselves and on behalf
of the Selling Shareholders) may, where considered appropriate, reduce the number of Hong Kong Offer Shares and/or the indicative Offer Price range below that is
stated in this prospectus (which is HK$6.36 to HK$7.26) at any time prior to the morning of the last day for lodging applications under the Hong Kong Public Offering.
In such case, notices of the reduction in the number of Hong Kong Offer Shares and/or the indicative Offer Price range will be published in the South China Morning Post
(in English) and the Hong Kong Economic Times (in Chinese) as soon as practicable following the decision to make such reduction, and in any event not later than the
morning of the day which is the last day for lodging applications under the Hong Kong Public Offering. Such notices will also be available on the website of our Company
at www.csc108.com and on the website of the Hong Kong Stock Exchange at www.hkexnews.hk. Further details are set forth in “Structure of the Global Offering” and
“How to Apply for Hong Kong Offer Shares” in this prospectus. If applications for Hong Kong Offer Shares have been submitted prior to the day which is the last day
for lodging applications under the Hong Kong Public Offering, in the event that the number of Offer Shares and/or the indicative Offer Price range is so reduced,
such applications can subsequently be withdrawn.

We are incorporated, and a majority part of our businesses are located, in the PRC. Potential investors should be aware of the differences in the legal, economic and
financial systems between the PRC and Hong Kong and that there are different risk factors relating to investment in PRC-incorporated companies. Potential
investors should also be aware that the regulatory framework in the PRC is different from the regulatory framework in Hong Kong and should take into
consideration the different market nature of the Shares of the Company. Such differences and risk factors are set out in the sections headed “Risk Factors,”
“Appendix IV — Summary of Principal Legal and Regulatory Provisions” and “Appendix V — Summary of Articles of Association” in this prospectus.

The obligations of the Hong Kong Underwriters under the Hong Kong Underwriting Agreement are subject to termination by the Joint Representatives (for themselves
and on behalf of, among others, the Joint Bookrunners and the Hong Kong Underwriters) if certain grounds arise prior to 8:00 a.m. on the Listing Date. See
“Underwriting — Underwriting Arrangements and Expenses — The Hong Kong Public Offering — Grounds for Termination” in this prospectus.

We have not been and will not be registered under the U.S. Investment Company Act. The Offer Shares have not been and will not be registered under the U.S.
Securities Act or any state securities laws of the United States and may not be offered or sold in the United States, or to or for the account or benefit of any U.S.
person (as defined in Regulation S), except pursuant to an exemption from, or in a transaction that is not subject to, the registration requirements of the U.S.
Securities Act. The Offer Shares are being offered and sold (i) to persons in the United States or to U.S. persons who are both QIBs and QPs in reliance on rule 144A,
or pursuant to another exemption from, or in a transaction not subject to, the registration requirements of the U.S. Securities Act and (ii) outside the United States
to non-U.S. persons in offshore transactions in accordance with Regulation S.

November 29, 2016



EXPECTED TIMETABLE"

Latest time for completing electronic applications under
White Form eIPO service through the designated website
www.eipo.com.hk® ... 11:30 a.m. on
Friday, December 2, 2016

Application lists open™ . . ... L 11:45 a.m. on
Friday, December 2, 2016

Latest time for lodging WHITE and YELLOW
Application FOrms. . ... ... ... 12:00 noon on
Friday, December 2, 2016

Latest time to complete payment of White Form eIPO
applications by effecting internet banking transfer(s) or
PPS payment transfer(s) .. ........ .. 12:00 noon on
Friday, December 2, 2016

Latest time to give electronic application instructions to
HKSCC Y 12:00 noon on
Friday, December 2, 2016

Application lists close . . . ... .. . 12:00 noon on
Friday, December 2, 2016

Expected Price Determination Date™ .. .. ... .. .............. Friday, December 2, 2016
Announcement of
. the Offer Price;
. the level of applications in the Hong Kong Public Offering;
. the level of indications of interest in the International Offering; and
. the basis of allotment of the Hong Kong Offer Shares
to be published in the South China Morning Post (in English)
and the Hong Kong Economic Times (in Chinese), and on the
website of the Hong Kong Stock Exchange at

www.hkexnews.hk and the Company’s website at
www.csc108.com® on or before . ... .. Thursday, December 8, 2016

Announcement of results of allocations in the Hong Kong
Public Offering (including successful applicants’
identification document numbers, where appropriate) will be
available through a variety of channels (see “How to Apply
for Hong Kong Offer Shares — 11. Publication of Results™)
oM. . Thursday, December 8, 2016



EXPECTED TIMETABLE"

Results of allocations in the Hong Kong Public Offering will be
available at www.iporesults.com.hk with a “search by ID”
function from .. ... . .. ... Thursday, December 8, 2016

H Share certificates in respect of wholly or partially successful
applications to be dispatched or deposited into CCASS
onorbefore” . .. Thursday, December 8, 2016

White Form e-Refund payment instructions/refund cheques in
respect of wholly or partially unsuccessful applications to be
dispatched on or before®® . ... Thursday, December 8, 2016

Dealings in the H Shares on the Hong Kong Stock Exchange
expected to commence at 9:00 a.m.on ...................... Friday, December 9, 2016

Notes:

(1)  All dates and times refer to Hong Kong local time, except as otherwise stated. For details of the structure of
the Global Offering, including conditions of the Hong Kong Public Offering, please refer to the section
headed “Structure of the Global Offering.”

(2)  You will not be permitted to submit your application to the White Form eIPO Service Provider through the
designated website at www.eipo.com.hk after 11:30 a.m. on the last day for submitting applications. If you have
already submitted your application and obtained an application reference number from the designated website
prior to 11:30 a.m., you will be permitted to continue the application process (by completing payment of the
application monies) until 12:00 noon on the last day for submitting applications, when the application lists
close.

(3) If there is a “black” rainstorm warning or a tropical cyclone warning signal number 8 or above in force in
Hong Kong at any time between 9:00 a.m. and 12:00 noon on Friday, December 2, 2016, the application lists
will not open on that day. Please refer to the section headed “How to Apply for the Hong Kong Offer Shares
— 10. Effect of Bad Weather on the Opening of the Application Lists” in this prospectus for further details.

(4) Applicants who apply for the Hong Kong Offer Shares by giving electronic application instructions to HKSCC
should refer to the section headed “How to Apply for Hong Kong Offer Shares — 6. Applying by Giving
Electronic Application Instructions to HKSCC via CCASS” in this prospectus.

(5)  The Price Determination Date is expected to be on or about Friday, December 2, 2016, and, in any event, not
later than Sunday, December 4, 2016. If, for any reason, the Offer Price is not agreed among the Company (for
itself and on behalf of the Selling Shareholders) and the Joint Representatives (for themselves and on behalf
of, among others, the Joint Bookrunners and the Underwriters) on or before Sunday, December 4, 2016, the
Global Offering will not proceed and will lapse.

(6) None of the website or any of the information contained on the website forms part of this prospectus.

(7)  No temporary documents of title will be issued in respect of the Offer Shares. H Share certificates will only
become valid certificates of title provided that (i) the Global Offering has become unconditional in all respects
and (ii) the Underwriting Agreements have not been terminated in accordance with their respective terms
prior to 8:00 a.m. on the Listing Date. Investors who trade H Shares on the basis of publicly available
allocation details prior to the receipt of share certificates or prior to the share certificates becoming valid
certificates of title do so entirely at their own risk.

— 11 -



EXPECTED TIMETABLE"

(®)

(€]

Applicants who apply for 1,000,000 or more Hong Kong Offer Shares under the Hong Kong Public Offering
and have provided all required information may collect refund cheque(s) (where applicable) and H Share
certificate(s) (where applicable) in person from our H Share Registrar, Computershare Hong Kong Investor
Services Limited, from 9:00 a.m. to 1:00 p.m. on Thursday, December 8, 2016. Applicants being individuals
who are eligible for personal collection must not authorize any other person to make collection on their
behalf. Applicants being corporations who opt for personal collection must attend by their authorized
representatives each bearing a letter of authorization from their corporation stamped with the corporation’s
chop. Both individuals and authorized representatives (if applicable) must produce, at the time of collection,
evidence of identity to our H Share Registrar. Uncollected H Share certificates and refund cheques will be
dispatched by ordinary post at the applicants’ own risk to the addresses specified on the relevant Application
Forms. For details of the arrangements, please refer to the section headed “How to Apply for Hong Kong
Offer Shares — 14. Dispatch/Collection of Share Certificates and Refund Monies” in this prospectus.

Applicants who apply through the White Form eIPO service and paid their applications monies through single
bank accounts may have refund monies (if any) dispatched to their application payment bank accounts, in the
form of e-Refund payment instructions. Applicants who apply through the White Form eIPO service and paid
their application monies through multiple bank accounts may have refund monies (if any) dispatched to the
addresses as specified in their application instructions to the White Form eIPO Service Provider, in the form of
refund cheques, by ordinary post at their own risk.

e-Refund payment instructions/refund cheques will be issued by the Company in respect of wholly or partially
unsuccessful applications pursuant to the Hong Kong Public Offering and also in respect of wholly or
partially successful applications in the event that the final Offer Price is less than the price payable per Offer
Share on application.

The above expected timetable is a summary only. For details of the structure of the

Global Offering, including its conditions, and the procedures for applications for Hong Kong
Offer Shares, see the sections headed “Structure of the Global Offering” and “How to Apply
for Hong Kong Offer Shares” in this prospectus respectively.

—1ii —
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This prospectus is issued by our Company solely in connection with the Hong Kong
Public Offering and the Hong Kong Offer Shares and does not constitute an offer to sell or a
solicitation of an offer to subscribe for or buy any security other than the Hong Kong Offer
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Offer Shares or the distribution of this prospectus in any jurisdictions other than Hong Kong.
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jurisdictions are subject to restrictions and may not be made except as permitted under the
applicable securities laws of such jurisdictions pursuant to registration with or authorization
by the relevant securities regulatory authorities or an exemption therefrom. You should rely
only on the information contained in this prospectus and the Application Forms to make your
investment decision. We have not authorized anyone to provide you with information that is
different from that contained in this prospectus. Any information or representation not
included in this prospectus must not be relied on by you as having been authorized by us, the
Selling Shareholders, the Joint Sponsors, the Joint Representatives, the Joint Global
Coordinators, the Joint Bookrunners, the Underwriters, any of our or their respective
directors or advisors, or any other person or party involved in the Global Offering.
Information contained on our website, located at www.csc108.com, does not form part of this
prospectus.
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SUMMARY

This summary aims to give you an overview of the information contained in this
prospectus. As this is a summary, it does not contain all the information that may be important
to you. You should read the entire prospectus before you decide to invest in the Offer Shares.
There are risks associated with any investment in the Offer Shares. Some of the particular
risks in investing in the Offer Shares are set out in the section headed “Risk Factors” in this
prospectus. You should read that section carefully before you decide to invest in the Offer
Shares.

OVERVIEW

We are a leading large full-service investment bank in the PRC with superior value
creation capabilities. We have a strong client base, a premier investment banking brand, a
balanced business structure, and a robust and prudent risk management system. We ranked
No. 1 in terms of return on average equity for four consecutive years from 2012 to 2015 among
China’s top 20 largest securities firms measured by total assets, consistently generating value
for our shareholders.

Our mission is to attract talented people, best serve our clients, create value and
contribute to the society. As an outstanding investment bank, we attract top industry talents
with market-oriented incentives and provide comprehensive financial services to a diverse
group of clients, including individual, corporate, institutional and government clients, which
has enabled us to create great value for our clients, our employees, our shareholders and the
society at large.

We primarily engage in four business segments: (i) investment banking, (ii) wealth
management, (iii) trading and institutional client services, and (iv) investment management.

. Top-ranked and balanced investment banking business. We provide a full range of
investment banking services including equity and debt underwriting and financial
advisory services. We are a leader in terms of our domestic equity and debt
underwriting business, and have ranked top for M&A, restructuring and NEEQ
businesses in the PRC. We have also built a strong and diverse project pipeline to
support our sustainable growth. Our investment banking business has established a
distinguished brand and helped us acquire a large group of premier corporate and
institutional clients.

. Leading wealth management business. We provide our retail clients with excellent
wealth management services, primarily including brokerage and investment advisory
services, margin financing and securities lending, and securities repurchase services.
We have industry-leading financial product sales capabilities. According to Wind
Info, we ranked No. 1 in the industry in terms of the number of mutual fund
products distributed as of June 30, 2016. We have an extensive branch network, a
comprehensive product line, strong client acquisition capability and a team of
outstanding financial planners.

. Strong trading and institutional client service business. We offer market-making
services, conduct proprietary trading, and provide trading advisory, investment
research and prime brokerage services to our institutional clients. We have built a
strong trading and institutional service platform based on our highly influential
research, and industry-leading trading, investment and product design capabilities.
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. Fast growing investment management business. We have established a multi-layered
and diversified investment management platform to provide asset management, fund
management and private equity investment management services. We also conduct
private equity and other proprietary investment activities. During the Track Record
Period, the AUM of our asset management business grew rapidly and subsequently
has ranked among the top securities firms. We pursue a robust and prudent
investment style for our fund management business and have generated solid
investment returns for our clients. Our private equity investment business has also
grown rapidly and achieved substantial investment returns.

As a PRC-based investment bank, we have taken full advantage of the opportunities
offered by the growth and innovation of the PRC securities industry. In a decade since our
inception, we have grown rapidly and become a leading large full-service investment bank.
According to Wind Info, our ranking advanced from No. 12 in 2006 to No. 2 in 2015 in terms
of the aggregate amount of equity and debt securities underwritten by us as lead underwriter.
Our branch network is rooted in Beijing and spans across the country. As of June 30, 2016, we
had 225 securities branches and 20 futures branches in 30 provinces, autonomous regions and
directly-administered municipalities in China. Although the PRC securities industry is highly
competitive, we achieved a market share of 2.8% by operating revenue and 3.2% by net profit
in 2015, both ranking No. 10 in the industry. From 2012 to 2015, our return on average equity
was 12.0%, 14.3%, 22.9% and 40.0%, respectively. According to the SAC, we ranked No. 1 for
four consecutive years from 2012 to 2015 in terms of return on average equity among China’s
top 20 largest securities firms by total assets.

We endeavor to make the best enterprises our clients and our clients better enterprises.
Leveraging our superior ability to serve clients on a continuous basis, we have acquired a large
number of valued clients. Our investment banking clients mainly consist of large SOEs playing
key roles in the PRC economy, high-quality non-SOEs with most economic vibrancy, and
SMEs with most growth potential, primarily from sectors including financial services,
high-end manufacturing, TMT, real estate, natural resources, energy saving and environmental
protection, healthcare and new materials. We also have a rapidly growing client base for
wealth management business, and high-quality clients in trading and institutional client
services and investment management businesses. Our strong financial product distribution
capability, influential research, outstanding product design, fast-growing overseas business, as
well as prudent and robust risk management system, experienced and entrepreneurial
management team, and dedicated and loyal employees, are the driving forces for our future
growth.

For the years ended December 31, 2013, 2014 and 2015 and the six months ended June
30, 2015 and 2016, our total revenue amounted to RMB7,322.3 million, RMB11,451.6 million,
RMB24,512.5 million, RMB11,770.8 million and RMBS8,631.5 million, respectively. The profit
attributable to equity holders of the Company amounted to RMBI1,787.0 million,
RMB3,407.1 million, RMB&,638.8 million, RMB4,256.6 million and RMB2,777.2 million, for
the same periods, respectively.
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Competitive Strengths

We believe that we will maintain our industry-leading position by leveraging the
following competitive strengths:

. Leading large full-service investment bank with unparalleled profitability, rapid
growth and balanced business;

. Top-ranked investment banking business with balanced and comprehensive services;
. Competitive wealth management business backed by strong sales capability;

. Highly influential research and comprehensive institutional client services;

. Rapidly growing investment management business with great potential;

. Prudent, robust and industry-leading risk management system; and

. Motivated and entrepreneurial management, dedicated and loyal staff.

For more details about our strengths, please see “Business — Competitive Strengths” of
this prospectus.

Business Strategies

We aim to become a large best-in-class full-service investment bank with China roots and
global vision. We will adhere to the business model of equal emphasis on capital-light and
capital-intensive businesses, continue to strengthen the synergies among business lines and
optimize the market incentive mechanism. We will strive to enhance our capabilities for
serving our clients, for supporting real economy, and for improving the efficiency of wealth
generation and management, through implementing the following strategies.

. Solidify the leading position of our investment banking business, maintain our
status as the top choice for clients;

. Strengthen our extensive sales channel, build an industry-leading wealth
management platform;

. Enhance our FICC product advantages, build a preferred prime brokerage service
platform;

. Optimize the multi-layered investment management platform, become an
industry-leading financial product provider;

. Build a leading full-spectrum investment research team;

. Enhance our overseas businesses, develop a full-service international investment
bank;
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. Reinforce our IT infrastructure, provide technological foundation for our leading
businesses;

. Optimize our risk management system, maintain our industry leadership; and
. Strengthen employee career development, attract and cultivate top talents.

For more details about our strengths, please see “Business — Business Strategies” of this
prospectus.

SUMMARY OF FINANCIAL AND OPERATING INFORMATION

You should read the summary of historical consolidated financial statements set forth
below in conjunction with our audited consolidated financial statements included in the
Accountant’s Report set forth in “Appendix I — Accountant’s Report” to this prospectus,
together with the accompanying notes, which have been prepared in accordance with IFRS.
The summary of our audited historical consolidated income statements and consolidated
statements of cash flows for the years ended December 31, 2013, 2014 and 2015 and the six
months ended June 30, 2016 and the consolidated statements of financial position as of
December 31, 2013, 2014 and 2015 and June 30, 2016 set forth below are extracted from the
consolidated financial statements, including the notes thereto, which are set forth in
“Appendix I — Accountant’s Report” to this prospectus.

Summary of Consolidated Income Statements

For the six months ended

For the year ended December 31, June 30,
2013 2014 2015 2015 2016
(unaudited)
(RMB in thousands)

Revenue

Fee and commission

INCOME « -+ v+ v v veee s 4,387,784 6,540,855 14,900,872 7,125,322 5,127,416

Interest income - - - - - 1,621,447 2,930,148 5,572,959 2,689,513 2,265,424

Net investment gains - - - - - 1,246,983 1,902,825 3,979,922 1,943,725 1,164,747

Other income - -« -+« -« - - 66,050 77,732 58,713 12,239 73,914
Total revenue - ------- .- ... 7,322,264 11,451,560 24,512,466 11,770,799 8,631,501
Total expenses - - -------- - 4,901,752 6,908,211 13,050,991 6,103,689 4,887,513
Profit before income tax ---- 2,420,512 4,543,349 11,461,475 5,667,110 3,743,988

Income tax expense - - - - - - (642,638) (1,145,156) (2,809,622) (1,406,374) (938,878)
Profit for the year/period - - - - 1,777,874 3,398,193 8,651,853 4,260,736 2,805,110
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Comparison between the six months ended June 30, 2015 and the six months ended June 30,
2016. Total revenue decreased by 26.7% to RMBS,631.5 million for the six months ended June
30, 2016 from RMB11,770.8 million for the six months ended June 30, 2015. The decrease was
primarily attributable to (i) a RMB1,997.9 million decrease in fee and commission income; (ii)
a RMB779.0 million decrease in net investment gains; and (iii) a RMB424.1 million decrease
in interest income. The A share market experienced a drastic decline from mid-June to end of
August in 2015 and remained volatile for the first half of 2016, which had adversely impacted
our results of operations.

Comparison between 2014 and 2015. Total revenue increased by 114.1% to RMB24,512.5
million in 2015 from RMB11,451.6 million in 2014. The increase was primarily attributable to
(1) a RMBS,360.0 million increase in fee and commission income; (ii) a RMB2,642.9 million
increase in interest income; and (iii) a RMB2,077.1 million increase in net investment gains.
The favorable A share market condition in the first half of 2015 had facilitated the rapid
growth of our business, primarily brokerage business and investment banking business.

Comparison between 2013 and 2014. Total revenue increased by 56.4% to RMB11,451.6
million in 2014 from RMB7,322.3 million in 2013. The increase was primarily attributable to
(1) a RMB2,153.1 million increase in fee and commission income; (ii) a RMB1,308.7 million
increase in interest income; and (iii) a RMB655.8 million increase in net investment gains. The
upward movement of the A share market in the second half of 2014 had enabled our business,
especially our brokerage business, to grow steadily.

For details of our results of operations during the Track Record Period, please see
“Financial Information — Overall Results of Operations.”

Summary of Consolidated Statements of Financial Position

As of December 31, As of June 30,
2013 2014 2015 2016
(RMB in thousands)

Current assets « -« -« oo 65,333,137 120,050,603 177,550,505 169,346,739
Non-current assets - -« -« c oo 2,606,375 3,355,523 5,637,870 5,901,940
Total assets - - - - - -« oo 67,939,512 123,406,126 183,188,375 175,248,679
Current liabilities - - -« -« oo v v v v 50,080,369 97,420,723 135,898,952 129,496,569
Non-current liabilities - - -« -« ... 4,705,567 9,257,490 17,106,520 13,037,549
Total liabilities -------- .- ... ... 54,785,936 106,678,213 153,005,472 142,534,118
Equity - - 13,153,576 16,727,913 30,182,903 32,714,561

Equity attributable to equity holders
of the Company ------- ... 13,091,071 16,668,965 30,106,165 32,606,318
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Summary of Consolidated Statements of Cash Flows

Net cash (outflow)/inflow
from operating activities
Net cash (outflow)/inflow
from investing activities - - -
Net cash inflow/(outflow)
from financing activities - -
Net change in cash and cash
equivalents
Cash and cash equivalents at
beginning of the
year/period
Effect of exchange rate
changes on cash and cash
equivalents

Cash and cash equivalents at
end of the year/period - - - - -

For the year ended December 31,

For the six months ended
June 30,

2013 2014

2015

2015 2016

(unaudited)

(RMB in thousands)

(4,028,700) (4,636,120) (11,417,914) (8,914,133) 11,390,951

(5,673,873) 2,815,766 (4,124,052)  (137,613) (9,020,952)
9,838,633 7,942,512 20,029,761 19,055,022 (4,616,243)
136,060 6,122,158 4,487,795 10,003,276 (2,246,244)
5,188,761 5,321,859 11,447,921 11,447,921 15,967,225
(2,962) 3,904 31,509 (6,412) 19,843
5,321,859 11,447,921 15,967,225 21,444,785 13,740,824

Key Financial and Operating Data

The following table sets forth the key measurements of our profitability for the periods

indicated:

Profit before income
tax (RMB in
thousands)" - - - ... ..
Operating margin® - - - -
Adjusted operating
margin(3) ...........
Net profit for the
year/period (RMB in
thousands)
Net margin® - - -~ - ..
Adjusted net margin® - -
Return on average
equity of
shareholders'®
Return on average total
assets(7) ............
Financial leverage
ratio®

For the six months ended

For the year ended December 31, June 30,
2013 2014 2015 2015 2016
(unaudited)

2,420,512 4,543,349 11,461,475 5,667,110 3,743,988
33.1% 39.7% 46.8% 48.1% 43.4%
42.5% 52.6% 60.1% 62.7% 57.1%

1,777,874 3,398,193 8,651,853 4,260,736 2,805,110
24.3% 29.7% 35.3% 36.2% 32.5%
31.2% 39.4% 45.4% 47.1% 42.8%
14.3% 22.9% 40.0% 45.1% 21.1%

3.0% 3.6% 5.6% 4.9% 3.1%
3.69 4.79 3.69 4.21 341
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Notes:

ey
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3)

4

(%)

(6)

)

)

Represents the difference between revenue and expenses.
Calculated by dividing profit before income tax by revenue.

Adjusted operating margin = (total revenue — total expenses)/(total revenue — fee and commission
expenses — interest expenses). Adjusted operating margin is not a standard measure under IFRS but is
presented here because PRC securities firms present their operating revenues after deduction of fee and
commission expenses and interest expenses under PRC GAAP, which is different from the practices for
presenting the gross revenue under IFRS. We believe that, the adjusted operating margin and adjusted
net margin provide appropriate indicators of our results of operations that are more comparable to
other PRC securities firms due to different presentation requirements under PRC GAAP. Prospective
investors should be aware that adjusted operating margin presented in this prospectus may not be
comparable to other similarly titled measures reported by other companies due to different calculation
methods or assumptions.

Calculated by dividing net profit for the year/period by total revenue.

Adjusted net margin = (net profit for the year/period)/(total revenue — fee and commission expenses —
interest expenses). Adjusted net margin is not a standard measure under IFRS but is presented here for
the reasons stated in note 3 above.

Calculated by dividing net profit attributable to ordinary shareholders of the Company by the weighted
average balance of equity attributable to ordinary shareholders, deducting the impact of perpetual bond
and annualizing the result.

Calculated by dividing net profit for the year/period by the average balance of total assets at the end of
the previous period and the end of the current period, and annualizing the result.

Financial leverage ratio is calculated by dividing adjusted total assets by net assets attributable to equity
holders of the Company, and adjusted total assets are total assets less accounts payable to brokerage
clients.
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The following table sets forth the key operation data of our major business lines for the

periods indicated.

Amount of domestic equity
offerings underwritten as a
lead underwriter
(RMB in billions)" - - .. ...

Amount of domestic debt
financing underwritten as a
lead underwriter
(RMB in billions)® - - - .. ..

Stock and fund trading volume
of our domestic brokerage
clients (RMB in billions)

Average stock and fund
brokerage commission
rate®

Annualized interest rate for
margin financing business - - -

Annualized fee rate for
securities lending business

Balance of domestic margin
loans and securities lent
(RMB in billions)® .. ... ...

Average return of proprietary
investment®- - - -

Investment income and other
comprehensive income from
proprietary trading
(RMB in millions) - - ----- .-

Investment balance of
proprietary trading
(RMB in millions) - -« ------
— Stocks®@ ...

— Derivative financial
instruments - - - - - o e e
— Others™ -«
Domestic AUM of asset
management business
(RMB in billions)® - - - ... ..

For the six

months ended

For the year ended December 31, June 30,

2013 2014 2015 2016

20.0 68.0 82.2 27.7
202.3 277.0 591.9 363.7
3,295.1 5,336.4 16,946.8 3,892.7
0.76%o0 0.63%o0 0.49%0 0.49%0
8.5% 8.5% 8.5% 8.3%
7.5% 7.5% 7.2% 8.6%
14.9 32.0 35.4 26.8
4.8% 9.6% 12.0% 3.6%
962.7 2,135.2 3,748.8 769.7
21,840.4 26,194.9 37,600.8 44,218.2
802.9 2,730.4 2,374.0 1,069.8
991.6 1,108.8 4,433.3 3,903.5
19,167.5 18,336.9 19,948.2 25,914.7
113.6 150.7 142.0 108.6
764.8 3,868.1 10,703.3 13,221.6
148.1 299.7 551.7 737.3
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Notes:
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)
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Consists of A share IPOs and follow-on offerings.

Includes the aggregate offering amount of the domestic corporate bonds, enterprise bonds, convertible
bonds, medium-term notes, short-term commercial papers, non-public targeted debt financing
instruments, government-backed agency bonds for the periods indicated.

Average stock and fund brokerage commission rate = our domestic commission and fee income on
securities brokerage/domestic stock and fund trading volume of our clients.

Consists of (i) margin loan balance to institutional clients, (ii) market value of securities lent to
institutional clients, (iii) margin loan balance to wealth management clients, and (iv) market value of
securities lent to wealth management clients.

Average return of proprietary investment equals to the annualized ratio of net gains from proprietary
investment activities to monthly investment amount of proprietary investment. The monthly investment
amount of proprietary investment includes external capital used to increase the average return of
proprietary investment (for example, the amount earned from the financial assets sold under repurchase
agreements). The average rate of return for our proprietary trading business grew rapidly from 4.8% in
2013 to 12.0% in 2015, attributable to various factors, please see “Business — Trading and Institutional
Client Services — Proprietary Trading.”

As of June 30, 2016, mainly including stocks held in relation to our directional trading, market-neutral
trading, NEEQ market making and hedging.

Others mainly represent investments in wealth management products, trust schemes, asset management
schemes and investment in the designated account of the CSFCL, etc. As of December 31, 2013, 2014
and 2015 and June 30, 2016, our balance of such others investment, excluding the contribution to the
CSFCL, were RMB764.8 million, RMB3,868.1 million, RMB6,663.0 million and RMB9,496.6 million,
respectively, representing 3.5%, 14.8%, 17.7% and 21.5%, of the total investment balance of our
proprietary trading, and representing 1.1%, 3.1%, 3.6% and 5.4% of our total assets, respectively. Our
others investments involve risks, please see “Risk Factors — Risks Relating to Our Business and
Industry — We are exposed to risks relating to our investments in the wealth management products,
trust schemes and asset management schemes provided by various financial institutions.”

Consists of our CAM schemes, TAM schemes and SAM schemes.
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Summary Segment Results

The following table sets forth our segment revenue and other income, segment profit
before income tax and segment margin for the periods indicated:

For the year ended December 31,

For the six months ended June 30,

013 04 015 015 2016

Segment  Segment Segment ~ Segment Segment ~ Segment Segment ~ Segment Segment ~ Segment

profit before  margin profit before  margin profit before  margin profit before  margin profit before  margin

Revenue ~ income tax ﬂ Revenue ~ income tax ﬂ Revenue ~ income tax ﬂ Revenue ~ income tax ﬂ Revenue ~ income tax ﬂ
(unaudited)
(RMB in thousands, except percentage)

Tnvestment
Banking - - - LOILT00 392004 387 1,959,165 969,883 9.5 3397505 1889978 556 773189 320023 4L4 2003015 130801 559
Wealth
Management - 3964101 1166270 294 06,067,195 2248469 371 13,786,081 5820531 422 7671703 3785184 493 3727920 1425903 38
Trading and
Institutional
Client Services - 1,858,126 559,147 30.0 2,760,192 1041254 377 S444090 2381568 474 208,158 LI80.075 444 1812139 487494 269
Tnvestment
Management - 331239 192868 8.2 375218 185738 495 1400153 997282 T2 d7TL542 322606 o83 81028 549543 678
Others -+ -+ - 157,097 110,223 ﬂ 289,790 98,003 ﬂ §§4.547 170116 ﬂ 195,07 5922 ﬂ 18,143 150,47 ﬂ
Total - - - 1300264 240512 330 11451560 4543349 307 24512466 11461475 468 10,770,799 5,667,010  48.1 8,631,501 3,743988 434

For details about the segment results of operation during the Track Record Period, please

see “Financial Information — Segment Operating Results.”
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RISK MANAGEMENT, CAPITAL ADEQUACY AND LIQUIDITY

We maintain comprehensive risk management and internal control systems. We adhere to
the notion of “risk management by all, risk management as priority.” We regard strategic
alignment and maintaining risks at a tolerable level as the foundation of our risk management
and seek to ensure that risks are measurable, controllable, and commensurate with our returns.
We are one of the only three PRC securities firms that were rated “Class A Grade AA” by the
CSRC for seven consecutive years from 2010 to 2016, the highest rating ever granted by the

CSRC.

The following table sets forth key risk control indicators and liquidity risk regulatory
indicators of the Company that we prepared in accordance with PRC GAAP and relevant PRC
regulatory requirements as of the dates indicated:

As of
As of December 31, June 30, Warning Required
2013 2014 2015 2016 level level

Net capital (RMB in

millions)® - ... ... 9,322.0 15,023.8 24,476.6 28,133.1
Net capital/total risk

capital reserves® - - 475.7%  468.8%  585.2%  593.3% = >120% = >100%
Net capital/net assets 72.5% 91.9% 83.0% 88.4% >48% >40%
Net capital/

liabilities™ - - - - - - - 26.9% 25.9% 36.2% 44.9% >9.6% >8%
Net assets/

liabilities™ - - - - - - - 37.0% 28.1% 43.6% 50.7% >24% >20%
Proprietary equity

securities and

securities

derivatives/Net

capital® .. ....... 30.8% 58.2% 49.4% 59.2% <80% <100%
Proprietary fixed

income securities/

Net capital - - - - - - - 214.5% 126.9% 97.9% 99.6% <400% <500%

Notes:

ey

()

3)

4

(5)

Pursuant to the Administrative Measures for the Risk Control Indicators of Securities Firms, the CSRC
sets warning level for all risk control indictors. If the risk control indicator is required to be “not lower
than” a certain level, the warning level is 120% of the stipulated requirement, and if the risk control
indicator is required to be “not more than” a certain level, the warning level is 80% of the stipulated
requirement.

Net capital is measured by subtracting from net assets the risk adjustments required to be made to a
securities firm’s financial assets, derivative financial products, other assets and contingent liabilities,
and further adding or subtracting other adjustments authorized or determined by the CSRC.

For an explanation of how total risk capital reserves are calculated, see “Regulatory Environment —
PRC Laws and Regulations — Corporate Governance and Risk Control.”

For purposes of calculating the risk control index, liabilities mean the external liabilities and do not
include accounts payable to brokerage clients.

We have entered into the Master Agreement on Transactions of OTC Derivatives in PRC Securities and
Futures Market and Transaction Confirmation of Income Swaps with the CSFCL in July and
September, 2015, respectively, in accordance with which we allotted a total amount of RMB4,244.0
million as investment fund to the CSFCL. The investment will be under the unified operation of the
CSFCL through a designated account with the investment risks and gains shared by us based on
investment proportion. For the ratio of “proprietary equity securities and securities derivatives/net
capital” at the end of the period, we treat such investment fund as stock and include it into the item of
“proprietary equity securities” in this ratio at 100% of its ending balance.
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RECENT DEVELOPMENTS

Since the second quarter of 2015, the A share market experienced significant
fluctuations, especially from mid-June to the end of August. The PRC Government has taken
a series of measures to stabilize the stock market and restore investor confidence. We, together
with 20 other major securities firms in the PRC, issued a joint announcement on July 4, 2015,
stating that we would contribute an amount of no less than 15% of our net assets (excluding
the effect of other equity instruments on our net assets) as of June 30, 2015, or approximately
RMB3,075.0 million, to the CSFCL for investing in the PRC blue chips ETF, and we
completed such contribution on July 6, 2015. On September 1, 2015, we further decided to
raise our total contribution to the CSFCL to up to no more than 20% of our net assets
(excluding the effect of other equity instruments on our net assets) as of July 31, 2015, or
approximately RMB4,244.0 million. As of the Latest Practicable Date, we have contributed
approximately RMB4,244.0 million to the CSFCL in total, which are accounted for as
available-for-sale financial assets on our consolidated statements of financial position. Under
the relevant agreements, the securities firms will share the risks and returns from the
investments in proportion to their respective contributions. Changes in the fair value of such
contributions will affect our equity position through other comprehensive income, based on
the valuation report from the CSFCL. As of December 31, 2015, June 30, 2016 and September
30, 2016, the fair value of the investment position of the funds contributed to the designated
accounts at the CSFCL was RMB4,040.3 million, RMB3,725.0 million and RMB3,854.3
million, respectively. The cumulative decline in the fair value of the investment position
amounted to RMB203.7 million (a decrease of 4.8%), RMB519.0 million (a decrease of
12.2%) and RMB389.7 million (a decrease of 9.2%) as of December 31, 2015, June 30, 2016
and September 30, 2016, respectively. The fair value of the investment increased by RMB129.3
million (an increase of 3.5%) between June 30, 2016 and September 30, 2016. Considering the
nature and purpose of this investment, its difference from our proprietary trading stock
investment, uncontrollable timing for recovery and the movement of its fair value, we
recognize that there is not objective evidence of impairment with significant or prolonged
decline in the fair value of this investment as of September 30, 2016. As of June 30, 2016, the
fair value of our contributions to the designated accounts at the CSFCL represented 14.2%,
2.2% and 11.5% of our total available-for-sale financial assets, total current assets and net
tangible assets attributable to owners of our Company, respectively. Furthermore, we have
undertaken not to reduce our A share proprietary trading positions below our balance as of
July 3, 2015 if the Shanghai Stock Exchange Composite Index is below 4,500. Because of this
commitment, we may lose favorable opportunities to realize gains from our investment. As of
July 3, 2015, June 30, 2016 and September 30, 2016, the net investment position of our A share
proprietary trading was RMBI110.8 million, RMBI180.0 million and RMB125.9 million,
respectively.

These stabilization measures expose us to additional market and other risks, and have
adversely affected our business operations and results of operations since July 2015,
principally:

. since it is unclear how the CSFCL will invest the funds contributed and when our

investment will be returned, our contribution may result in losses that materially
and adversely affect our financial condition and results of operations;
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. we incurred some investment losses in our net long equity trading activities as our
ability to reduce our net long trading positions or effectively hedge our exposures
through short-selling in a highly volatile market is limited;

. our increased net long equity position could reduce our net capital and make it more
difficult for us to comply with the net capital-based risk indicators and other capital
requirements in China. As of December 31, 2015 and June 30, 2016, we were in
compliance with all capital adequacy, liquidity and risk control indicator
requirements.

The fluctuation of the PRC stock market has continued since June 30, 2016 and Chinese
investors have developed a risk-averse sentiment. The poor market conditions have also
negatively affected our business operations and financial performance. If the PRC stock
market and investment climate fail to improve significantly in the second half of 2016, we
anticipate that our financial performance for the year ended December 31, 2016 would decline
compared with the year of 2015. The recent market volatility has negatively affected our
business operations in the following aspects:

. Brokerage and wealth management. Our domestic stock and fund brokerage trading
volume decreased from RMB13,553.1 billion for the nine months ended September
30, 2015 to RMB5,849.2 billion for the same period in 2016, primarily because of
the decreased trading activity of our brokerage clients resulting from the influence
of the A share market conditions and the decline of investor confidence.

. Margin financing and securities lending. The daily average balance of the domestic
margin financing and securities lending of our brokerage clients remained stable,
amounting to RMB27.8 billion for the nine months ended September 30, 2016,
approximately the same amount as for the six months ended June 30, 2016. However,
the data for the nine months ended September 30, 2016 still demonstrated a
downward trend compared with the daily average balance of RMB35.2 billion for
the twelve months ended December 31, 2015, mainly because our clients were less
active in margin financing and securities lending due to recent market volatility.

Despite the continuous market volatility, our asset management business and investment
banking business have continued to grow:

. Investment banking. The aggregate amount of domestic equity and debt securities
offering underwritten by us as lead underwriter increased from RMB325.8 billion
for the nine months ended September 30, 2015 to RMB602.4 billion for the same
period in 2016. We recommended 136 companies to be quoted on the NEEQ for the
nine months ended September 30, 2016, compared with 71 for the same period in
2015.

. Asset management. Our domestic AUM increased from approximately RMB737.3
billion as of June 30, 2016 to approximately RMB782.0 billion as of September 30,
2016, mainly due to the increase in the number of established asset management
schemes.
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As a result of the high volatility of the PRC stock market, we recorded significantly
decreased revenue from our wealth management and trading and institutional client services
businesses for the nine months ended September 30, 2016 as compared to the same period in
2015. Accordingly, our financial performance for the nine months ended September 30, 2016
deteriorated as compared to the same period in 2015. However, such deterioration is partly
offset by the increased revenue from our investment banking and investment management
businesses. Our consolidated total revenue for the nine months ended September 30, 2016 was
RMB12,982.9 million. Our total revenue for the first, second and third quarter ended March
31, June 30 and September 30, 2016 was RMB3,959.7 million, RMB4,671.8 million and
RMB4,351.4 million, respectively. Our revenue increased by approximately RMB712.1 million
in the second quarter compared with the first quarter, primarily attributable to the revenue
increase from our investment banking business and trading and institutional client services
business. The growth of our investment banking revenue is primarily due to an increase in the
income from our equity and debt offerings underwritten by us in the second quarter due to
favorable A share and bond market condition. The growth of the revenue from our trading
and institutional client services business is primarily due to the increase of income from our
prime brokerage service in the second quarter. Our revenue decreased by approximately
RMB320.4 million in the third quarter compared with the second quarter, primarily due to the
revenue decrease in our investment banking business. The decrease in our investment banking
revenue is primarily attributable to a decrease in the income from the debt offerings
underwritten by us in the third quarter due to the slowdown of bond market. Our investment
management revenue increased in the third quarter, primarily due to the growth of our AUM
in the third quarter. The revenue from our wealth management business remained relatively
stable across these three quarters.

The above sets forth the selected unaudited consolidated interim financial data of the
Company which were extracted from the condensed unaudited consolidated interim financial
statements of the Company as of and for the nine months ended September 30, 2016, which
have been reviewed by our reporting accountant in accordance with International Standards
on Review Engagement 2410 “Review of Interim Financial Information Performed by the
Independent Auditor of the Entity” issued by the International Auditing and Assurance
Standards Board.

Our Directors have confirmed, after performing all the due diligence work which the
Directors consider appropriate, that, as of the date of this prospectus, there has been no other
material adverse change in our financial condition or prospects since June 30, 2016, being the
date of our latest audited financial statements.
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USE OF PROCEEDS

Assuming an Offer Price of HK$6.81 per H Share (being the mid-point of the stated
range of the Offer Price of between HK$6.36 and HK$7.26 per H Share), we estimate that we
will receive net proceeds of approximately HK$7,097.03 million from the Global Offering
after deducting (i) the net proceeds from the sale of the Sale Shares by the Selling
Shareholders in the Global Offering, and (ii) the underwriting commissions and other
estimated expenses in the Global Offering, and assuming that the Over-allotment Option is
not exercised.

In line with our strategies, we aim to become a large leading PRC-based investment bank
with comprehensive competitiveness and global coverage and intend to use our net proceeds
from the Global Offering for the purposes and in the amounts set out below:

Percentage of
the total estimated
Intended use of net proceeds net proceeds Amount

(in HK$ million)

To invest in our wealth management business - - - - - - - 35% 2,483.96
To invest in our trading and institutional client

SEIVICES DUSITESS « « « v v v v v vt e e e 20% 1,419.41
To invest in our investment management business - - - - 20% 1,419.41
To invest in our overseas business - -« - -« 15% 1,064.55
To use for working capital and general corporate

PULPOSES « « « v oo et ettt 10% 709.70

We will not receive any of the proceeds from the sale of the Sale Shares by the Selling
Shareholders. In accordance with the relevant PRC laws and regulations, the net proceeds
from the sale of the Sale Shares will be remitted to the NSSF. For more details about our use
of proceeds from the Global Offering, please see “Future Plans and Use of Proceeds” in this
prospectus.
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OFFER STATISTICS

The statistics in the following table are based on the following assumption that (i) the
Global Offering has been completed and 1,076,470,000 H Shares have been newly issued, (ii)
the Over-allotment Option is not exercised, and (iii) there are 7,176,470,000 issued and
outstanding shares after the Global Offering.

Based on minimum Based on maximum
indicative Offer Price of  indicative Offer Price of
HK$6.36 HK$7.26
HK$7,530.98 HK$8,596,69
Market capitalization of our H Shares'" - - - million million
Unaudited pro forma adjusted net tangible
assets per Share® ... .............. .. HK$6.01 HK§$6.15
Notes:

(1)  The calculation of market capitalization is based on 1,184,117,000 H Shares, which are expected to be
outstanding immediately following the completion of the Global Offering.

(2)  The unaudited pro forma adjusted consolidated net tangible assets per Share attributable to owners of
the Company are arrived at after the adjustments referred to in “Appendix II — Unaudited Pro Forma
Financial Information — A. Unaudited Pro Forma Statements of Adjusted Consolidated Net Tangible
Assets.”

OUR HISTORY AND DEVELOPMENT

The history of our Company can be traced back to November 2, 2005 when China
Securities Finance Limited ("5 & G5 AREE/AF]), our Company’s predecessor, was
jointly established by CITIC Securities and China Jianyin. In July 2005, the State Council
approved in principle the restructuring plan of Huaxia Securities. As part of the restructuring
plan, pursuant to the Asset Acquisition Agreement dated December 12, 2005 and other
relevant agreements, newly established China Securities Finance Limited acquired all
securities business and related assets originally owned by Huaxia Securities, which primarily
included normal brokerage business, investment banking business and fund agency business,
and then operated as a comprehensive securities firm. Pursuant to the Asset Acquisition
Agreement, except for the accrued salaries and benefits payable to certain employees of the
acquired business, China Securities Finance Limited would not assume any responsibility for
any debt or legal liabilities of Huaxia Securities. On September 28, 2011, China Securities
Finance Limited was converted into a joint stock limited company and renamed China
Securities Finance Co., Ltd ("'{F @ 4% Gk 75 & {3 A R A H]). Since establishment, we have grown
rapidly into a leading full-service investment bank.

Upon completion of the liquidation of Huaxia Securities, if any creditor of Huaxia
Securities is interested in subscribing for our Shares with the net payment they receive from
the liquidation, we will consider by taking into consideration various factors including our
business development and needs for capital, consult the relevant governmental and regulatory
authorities and comply with the applicable laws, regulations, the Listing Rules and the Articles
of Association regarding the issue of shares (including seeking the Shareholders’ approval).
Such subscription by the creditors (if any) is not expected to result in material share dilution
or have a material adverse effect on the Company’s business operations. For more details
about our history and development and the Asset Acquisition Agreement, please see “History,
Development and Corporate Structure — Our History and Development” in this prospectus.
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RELATIONSHIP WITH OUR CONTROLLING SHAREHOLDERS

As of the Latest Practicable Date, BSCOMC and Central Huijin held 45% and 40% of the
issued Shares of our Company, respectively. Following the completion of the Global Offering,
BSCOMC and Central Huijin will hold approximately 37.46% and 33.29% of the issued Shares
of our Company, respectively (assuming the Over-allotment Option is not exercised). Please
see “Relationship with Our Controlling Shareholders” for more details.

DIVIDENDS

Our Board of Directors is responsible for submitting proposals in respect of dividend
payments to the shareholders’ general meeting for approval. We currently do not have any
specific dividend policy. The determination of whether to pay a dividend and in what amount
is based on our results of operations, cash flow, financial condition, net capital, future
business prospects, statutory and regulatory restrictions on the payment of dividends by us
and other factors that our Board deems relevant. All of our shareholders have equal rights to
dividends and other distributions proportionate to their shareholdings. The Company’s
accumulated undistributed profits shall be shared by all the new and existing Shareholders of
the Company in proportion to their sharecholding after the Global Offering.

After completion of the Global Offering, dividends may be paid only out of distributable
profits as determined under PRC GAAP or IFRS, whichever is lower. Any distributable profits
that are not distributed in any given year will be retained and become available for distribution
in subsequent years.

During the Track Record Period, we declared and paid dividend in the amount of
RMB390.0 million and RMB180.0 million on ordinary shares in 2013 and 2014 (i.e. dividends
of RMBO0.06 per share and RMBO0.03 per share). Our historical dividends may not be
indicative of future dividends payments.

For details about our dividend policy, please see “Financial Information — Dividends.”
RISK FACTORS

Our operations and the Global Offering involve various risks, many of which are beyond
our control. These risks can be categorized as (i) risks relating to our business and industry;
(i1) risks relating to the PRC; and (iii) risks relating to the Global Offering.

We believe that the main risk factors we face include, but are not limited to:

. General global and PRC economic and market conditions could adversely affect our
business;

. Our business may be adversely affected by changes in regulatory environment and
measures in the PRC and other jurisdictions where we operate;
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. We face intense competition in existing and new businesses;

. We are subject to strict net capital, risk management, liquidity and other similar
regulatory requirements that may restrict our business activities;

. We generate a significant portion of our revenue from our securities brokerage and
securities financing businesses, and reduction in our clients’ trading activities or
decrease in our brokerage commission rates could materially and adversely affect
our operating results and financial condition; and

. If we cannot successfully maintain and expand our client base and operational
network, our securities brokerage business and its revenue could be materially and
adversely affected.

For further information on the risks relating to our business and investing in our shares,
please see “Risk Factors.”

REGULATORY MATTERS

We are subject to various regulatory requirements and guidelines promulgated by the
regulatory authorities and self-regulatory organizations in the PRC and Hong Kong, including
but not limited to the CSRC, the PBOC, the SFC, Shanghai Stock Exchange, Shenzhen Stock
Exchange, Hong Kong Stock Exchange, the NEEQ Company, the AMAC and the SAC, as well
as their respective local branches and offices. Please see “Business — Laws and Regulations”
of this prospectus for details.

LISTING EXPENSES

Listing expenses represent professional fees, underwriting commissions, and other fees
incurred in connection with the Listing and the Global Offering. We estimate that our listing
expenses will be approximately HK$233.69 million (assuming an Offer Price of HK$6.81 per
H share, being the mid-point of the indicative Offer Price range, and no exercise of the
Over-allotment Option), of which approximately HK$215.11 million is attributable to the
issue of H Shares to the public and will be capitalized, and approximately HK$18.58 million is
expected to be expensed in our consolidated income statements. Our Directors do not expect
such expenses to materially impact our results of operations for 2016.

— 18 —



DEFINITIONS

In this prospectus, unless the context otherwise requires, the following terms and
expressions have the meanings set forth below.

“AMAC”

“Application Form(s)”

“Articles of Association” or
“Articles”

“Big Five State-owned
Commercial Banks”

“Board” or “Board of Directors”

“BSCOMC”

“Business Day” or “business day”

“CBRC”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

Asset Management Association of China (FE#EHKE
HE W)

WHITE Application Form(s), YELLOW Application
Form(s) and GREEN Applications Form(s), or where the
context so requires, any of them, relating to the Hong
Kong Public Offering

the articles of association of our Company, as amended,
which will become effective on the Listing Date, a
summary of which is set out in Appendix V to this
prospectus

Industrial and Commercial Bank of China Limited,
China Construction Bank Corporation, Agricultural
Bank of China Limited, Bank of China Limited and
Bank of Communications Limited, if the context
requires, including their respective predecessors

the Board of Directors of our Company

Beijing State-owned Capital Operation and Management
Center (At BT EALE 3 H.0>), a whole people-owned
enterprise (ZRIIA Hil{%) ultimately owned by the
PRC Government and incorporated in the PRC on
December 30, 2008, which held 45% of the Shares of our
Company as of the Latest Practicable Date

a day on which banks in Hong Kong are generally open
to the public for normal banking business and which is

not a Saturday, Sunday or public holiday in Hong Kong

the China Banking Regulatory Commission (98 $}17 2
ERENEE)

the Central Clearing and Settlement System established
and operated by HKSCC

a person admitted to participate in CCASS as a direct
clearing participant or general clearing participant

a person admitted to participate in CCASS as a
custodian participant
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DEFINITIONS

“CCASS Investor Participant”

“CCASS Participant”

“Central Huijin”

“Century Jinyuan”

“China” or “PRC”

“China Financial Futures
Exchange”

“China Futures Association” or
LLCFA”

“China Jianyin”

“China Securities Capital”

“China Securities Funds”

a person admitted to participate in CCASS as an
investor participant who may be an individual, joint
individuals or a company

a CCASS Clearing Participant, a CCASS Custodian
Participant or a CCASS Investor Participant

Central Huijin Investment Limited (" Y[ 4% & A R &
f£/v7]), a wholly state-owned company ultimately
owned by the PRC Government and incorporated in the
PRC with limited liability on December 16, 2003, which
held 40% of the Shares of our Company as of the Latest
Practicable Date

Century Jinyuan Investment Group Limited (A0 IR 4%
EEBAB/AF), a company incorporated in the PRC
with limited liability on July 11, 2001, which held
approximately 0.61% of the Shares of our Company as
of the Latest Practicable Date

the People’s Republic of China, excluding, for the
purpose of this prospectus, Hong Kong, Macau and
Taiwan

the China Financial Futures Exchange ("5 4 @i &2
5 Fir)

the China Futures Association (B & 217 &)

China Jianyin Investment Limited (9B &R 4% &H R &
f£/y7]), a wholly state-owned company ultimately
owned by the PRC Government and incorporated in the
PRC with limited liability on June 21, 1986

China Capital Management Limited (*{5F % & A4
HBR/AH]), a company incorporated in the PRC with
limited liability on July 31, 2009 and a wholly-owned
subsidiary of the Company

China Securities Funds Management Limited ({15 @&
HeEHA R/ A]), a company incorporated in the PRC
with limited liability on September 9, 2013 and a
subsidiary in which the Company held 55% equity
interests as of the Latest Practicable Date
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DEFINITIONS

“China Securities Futures”

“China Securities International”

“CITIC Group”

“CITIC Securities”

“Companies Ordinance”

“Companies (Winding up and
Miscellaneous Provisions)
Ordinance”

“Company” or “our Company” or
“China Securities”

“Company Law” or “PRC
Company Law”

China Futures Co., Ltd. (FEEBMEHFMRAF), a
company incorporated in the PRC with limited liability
on March 16, 1993 and became a wholly-owned
subsidiary of the Company in July 2007

China Securities (International) Finance Holding
Company Limited (H15 245 (BIFE) 4 @R A R A ),
a company incorporated in Hong Kong on July 12, 2012
and a wholly-owned subsidiary of the Company

CITIC Group Corporation (FEHFFHEMEARAF), a
SOE established in the PRC in 1979, which is the only
substantial shareholder of CITIC Securities and an
Independent Third Party

CITIC Securities Co., Ltd. (FfE&H B ARAA), a
joint stock company incorporated in the PRC with
limited liability on October 25, 1995, which held 7% of
the Shares of our Company as of the Latest Practicable
Date

the Companies Ordinance (Chapter 622 of the Laws of
Hong Kong), as amended, supplemented or otherwise
modified from time to time

the Companies (Winding up and Miscellaneous
Provisions) Ordinance (Chapter 632 of the Laws of
Hong Kong), as amended, supplemented or otherwise
modified from time to time

CSC Financial Co., Ltd. ("5 @ #AEF M A RAF)
incorporated in the PRC on November 2, 2005 under the
name of China Securities Finance Limited ("5 Z#5E
KA MEMLAT), and converted into a joint stock
company with limited liability and was renamed as
China Securities Finance Co., Ltd. ({5 #5550 A
FR/AF]) on September 28, 2011 and further changed its
English name to CSC Financial Co., Ltd. on October 20,
2016

Company Law of the People’s Republic of China (H#E A
RALHE /A A1), as amended and adopted by the
Standing Committee of the Tenth National People’s
Congress on October 27, 2005 and effective on January
I, 2006, as amended, supplemented or otherwise
modified from time to time, which was further amended
on December 28, 2013 and became effective on March 1,
2014
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DEFINITIONS

“connected person(s)”
“Controlling Shareholders”

“CSDC”

“CSFCL”

“CSRC”

“Dealogic”

“Director(s)”

“Domestic Shares”

13 EIT 2

“EIT Law”

“Exchange Participant(s)”

“Financial advisor”

113 GDP”

has the meaning ascribed thereto under the Listing Rules
BSCOMC and Central Huijin

the China Securities Depositary and Clearing
Corporation (H B & % 55045 B A REALAF)

China Securities Finance Corporation Limited (H [ & 7%
SR AFR/ ), a national financial institution
specialized in securities incorporated on October 28,
2011 with the approval of the State Council and the
CSRC to provide, among other functions, margin and
securities intermediation service to support the margin
financing and securities lending businesses of PRC
securities firms

the China Securities Regulatory Commission (H [ & %
ARG B )

Dealogic, an international financial data and
information  provider, the database of which
encompasses information on equity and debt capital
markets, syndicated lending, M&As and institutional
investors

director(s) of our Company

ordinary shares issued by our Company, with a nominal
value of RMBI1.00 each, which are subscribed for or
credited as paid in Renminbi

enterprise income tax of the PRC

Enterprise Income Tax Law of the PRC (91 % A [ A1
113 H8i1%), as amended, supplemented or otherwise
modified from time to time

a person: (a) who, in accordance with the Hong Kong
Listing Rules, may trade on or through the Hong Kong
Stock Exchange; and (b) whose name is entered in a list,
register or roll kept by the Hong Kong Stock Exchange
as a person who may trade on or through the Hong Kong
Stock Exchange

Daiwa Capital Markets Hong Kong Limited

gross domestic product

N Jo



DEFINITIONS

“Global Offering”

“GREEN Application Form(s)”

2 13 2 [

“Group”, “our Group”, “we” or

13 2

us

“H Share(s)”

“H Share Registrar”

“HKD” or “HK dollars” or
“Hong Kong dollar”

“HKSCC”

“HKSCC Nominees”

“Hong Kong” or “HK”

“Hong Kong Listing Rules” or
“Listing Rules”

“Hong Kong Offer Shares”

the Hong Kong Public Offering and the International
Offering

the application form(s) to be completed by the White
Form eIPO Service Provider, Computershare Hong Kong
Investor Services Limited

our Company and its subsidiaries, and their respective
predecessors

overseas listed foreign shares in the share capital of our
Company with nominal value of RMBI1.00 each, which
are to be subscribed for and traded in HK dollars and
are to be listed on the Hong Kong Stock Exchange

Computershare Hong Kong Investor Services Limited

Hong Kong dollars and cents, respectively, the lawful
currency of Hong Kong

Hong Kong Securities Clearing Company Limited, a
wholly-owned subsidiary of Hong Kong Exchanges and
Clearing Limited

HKSCC Nominees Limited, a wholly-owned subsidiary
of HKSCC

the Hong Kong Special Administrative Region of the
PRC

the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (as amended
from time to time)

the 96,075,000 H Shares initially offered by our
Company for subscription at the Offer Price pursuant to
the Hong Kong Public Offering (subject to reallocation
as described in “Structure of the Global Offering” in this
prospectus)
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DEFINITIONS

“Hong Kong Public Offering”

“Hong Kong Stock Exchange” or
“Stock Exchange” or “HKEx”

“Hong Kong Underwriters”

“Hong Kong Underwriting
Agreement”

“Huaxia Securities”

“IFRS”

the offer of the Hong Kong Offer Shares for subscription
by the public in Hong Kong (subject to adjustment as
described in the section headed “Structure of the Global
Offering” in this prospectus) at the Offer Price (plus
brokerage, SFC transaction levies and Hong Kong Stock
Exchange trading fees), on and subject to the terms and
conditions described in this prospectus and on the
Application Forms as further described in “Structure of
the Global Offering — Hong Kong Public Offering” in
this prospectus

The Stock Exchange of Hong Kong Limited, a
wholly-owned subsidiary of Hong Kong Exchanges and
Clearing Limited

the underwriters of the Hong Kong Public Offering
listed in “Underwriting — Hong Kong Underwriters” in
this prospectus

the underwriting agreement dated November 28, 2016
relating to the Hong Kong Public Offering and entered
into by, among others, our Company, the Joint Sponsors,
the Joint Representatives and the Hong Kong
Underwriters, as further described in “Underwriting —
Underwriting Arrangements and Expenses — The Hong
Kong Public Offering — Hong Kong Underwriting
Agreement” in this prospectus

Huaxia Securities Co., Ltd. (EEEHERMDARAF), a
joint stock company incorporated in the PRC with
limited liability on October 4, 1992 and an Independent
Third Party, which is currently in liquidation

International Financial Reporting Standards, which
include standards, amendments and interpretations
promulgated by the International Accounting Standards
Board and the International Accounting Standards, and
interpretation issued by the International Accounting
Standards Committee
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DEFINITIONS

“Independent Third Party(ies)” party(ies) not connected with us within the meaning of
the Hong Kong Listing Rules to the knowledge of our
Directors after all reasonable enquiries

“International Offer Shares” the 1,034,218,500 H Shares initially offered by our
Company and the Selling Shareholders pursuant to the
International Offering together with, where relevant, any
additional Shares which may be issued or sold by our
Company and the Selling Shareholders pursuant to the
exercise of the Over-allotment Option (subject to
reallocation as described in “Structure of the Global
Offering” in this prospectus)

“International Offering” the offer of the International Offer Shares by the
International Underwriters at the Offer Price (i) outside
the United States and to non-U.S. persons in offshore
transactions in accordance with Regulation S and (ii) to
persons in the United States and to U.S. persons who are
both QIBs and QPs in reliance on Rule 144A or any
other exemption from, or in a transaction not subject to,
the registration requirements under the Securities Act, as
further described in “Structure of the Global Offering”
in this prospectus

b

“International Underwriters’ the group of international underwriters, led by the Joint
Representatives, that is expected to enter into the
International Underwriting Agreement to underwrite the

International Offering

“International Underwriting the underwriting agreement expected to be entered into
Agreement” on or around December 2, 2016 by our Company, the
Selling Shareholders, the Joint Representatives and the

International  Underwriters in  respect of  the

International Offering, as further described in

“Underwriting — Underwriting Arrangements and
Expenses — The International Offering” in this
prospectus
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DEFINITIONS

“Joint Bookrunners”

“Joint Global Coordinators”

“Joint Representatives”

“Joint Sponsors”

“Latest Practicable Date”

“Listing”

“Listing Committee”

“Listing Date”

(In relation to the Hong Kong Public Offering and
International Offering) China Securities (International)
Corporate Finance Company Limited, UBS AG Hong
Kong Branch, ABCI Capital Limited, ICBC
International Capital Limited, BOCI Asia Limited,
BOCOM International Securities Limited, CCB
International Capital Limited, Deutsche Bank AG,
Hong Kong Branch, SPDB International Capital
Limited, CMB International Capital Limited, China
Galaxy International Securities (Hong Kong) Co.,
Limited, China Merchants Securities (HK) Co., Limited,
China Everbright Securities (HK) Limited, Haitong
International  Securities Company Limited, GF
Securities (Hong Kong) Brokerage Limited, SSIF
Securities Limited, Guotai Junan Securities (Hong
Kong) Limited, Zhongtai International Securities
Limited, Guosen Securities (HK) Capital Company
Limited and Dongxing Securities (Hong Kong)
Company Limited

China Securities (International) Corporate Finance
Company Limited, UBS AG Hong Kong Branch, ABCI
Capital Limited, ICBC International Capital Limited,
BOCI Asia Limited, BOCOM International Securities
Limited, CCB International Capital Limited, Deutsche
Bank AG, Hong Kong Branch, SPDB International
Capital Limited and CMB International Capital Limited

China Securities (International) Corporate Finance
Company Limited, UBS AG Hong Kong Branch and
ABCI Capital Limited

China Securities (International) Corporate Finance
Company Limited, UBS Securities Hong Kong Limited
and ABCI Capital Limited

November 21, 2016, being the latest practicable date for
the purpose of ascertaining certain information
contained in this prospectus prior to its publication

listing of the H Shares on the Main Board of the Hong
Kong Stock Exchange

the Listing Committee of the Hong Kong Stock
Exchange

the date, expected to be on or around December 9, 2016,
on which our H Shares are listed and from which
dealings therein are permitted to take place on the Hong
Kong Stock Exchange
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DEFINITIONS

“M&A(S)SS
“Macau”

“Main Board”

“Mandatory Provisions”

“Ministry of Finance” or “MOF”

“MOFCOM”

“NAFMII”

“NDRC”

“NPC”

“NSSF”

“Offer Price”

merger(s) and acquisition(s)
the Macau Special Administrative Region of the PRC

the stock market (excluding the option market) operated
by the HKEx which is independent from and operated in
parallel with the Growth Enterprise Market of the
HKEx

the Mandatory Provisions for Articles of Association of
Companies to be Listed Overseas (£|55sh i/ A &2
W EK), as amended, supplemented or otherwise
modified from time to time, for inclusion in the articles
of association of companies incorporated in the PRC to
be listed overseas (including Hong Kong), which were
promulgated by the former Securities Commission of the
State Council (JREIHPi#E#Z E®) and the former
State Commission for Restructuring the Economic
Systems (FIEZAEWHHE Ik :Z 5 ) on August 27,
1994

the Ministry of Finance of the PRC ("% A\ &A= B
LK)

the Ministry of Commerce of the PRC (3 A R 3L
P 155 #6)

National Association of Financial Market Institutional

Investors (H B #R17 [H] T 35 28 &) v 1 &)

the National Development and Reform Commission of

the PRC (W3 A RACFIE B R A E R B )

the National People’s Congress of the PRC (H# A &3t
A 4B RAERKE)

the National Council for Social Security Fund of the
PRC (4 B+t & {7 [ ik 4 PR = )

the final price per Offer Share in Hong Kong dollars
(exclusive of brokerage fee of 1.0%, SFC transaction
levy of 0.0027% and Hong Kong Stock Exchange trading
fee of 0.005%) at which Hong Kong Offer Shares are to
be subscribed, to be determined in the manner further
described in “Structure of the Global Offering — Pricing
of the Global Offering” in this prospectus

~ 27 —



DEFINITIONS

“Offer Share(s)”

“Over-allotment Option”

“PBOC”

“PRC GAAP”

“PRC Government” or “State”

“Price Determination Agreement”

“Price Determination Date”

“prospectus”

the Hong Kong Offer Shares and the International Offer
Shares, together with, where relevant, any additional H
Shares which may be issued by our Company or sold by
the Selling Shareholders pursuant to the exercise of the
Over-allotment Option

the option expected to be granted by our Company and
the Selling Shareholders to the International
Underwriters, exercisable by the Joint Representatives
(on behalf of the International Underwriters) pursuant
to the International Underwriting Agreement, pursuant
to which our Company and the Selling Shareholders may
be required to allot and issue or sell up to an aggregate
of 169,543,500 additional H Shares at the Offer Price to,
among other things, cover over-allocations in the
International Offering, if any, further details of which
are described in “Structure of the Global Offering” in
this prospectus

the People’s Bank of China (4 AR 4$R1T), the central
bank of the PRC

generally accepted accounting principles in the PRC

the central government of the PRC, including all
governmental  subdivisions (including provincial,
municipal and other regional or local government
entities) and instrumentalities

the agreement to be entered into by the Joint
Representatives (for themselves and on behalf of, among
others, the Joint Bookrunners and the Underwriters) and
the Company (for itself and on behalf of the Selling
Shareholders) on the Price Determination Date to record
and fix the Offer Price

the date, expected to be on or around Friday, December
2, 2016 (Hong Kong time) on which the Offer Price is
determined, or such later time as the Joint
Representatives (for themselves and on behalf of, among
others, the Joint Bookrunners and the Underwriters) and
our Company (for itself and on behalf of the Selling
Shareholders) may agree, but in any event no later than
Sunday, December 4, 2016

this prospectus being issued in connection with the Hong
Kong Public Offering
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DEFINITIONS

“QIB”

GGQP”

“Regulation S”
“RMB” or “Renminbi”
“Rule 144A”

“SAC”

CCSAFE”

“Sale Shares”

“SASAC”

CCSAT”

“Securities and Futures
Ordinance” or “SFO”

“Securities Law”

“Securities Times”

a qualified institutional buyer within the meaning of
Rule 144A

a qualified purchaser as defined in Section 2(a)(51) of
the U.S. Investment Company Act

Regulation S under the U.S. Securities Act
Renminbi, the lawful currency of the PRC

Rule 144A under the U.S. Securities Act

the Securities Association of China ([ i % 217 &)

the State Administration of Foreign Exchange of the
PRC (e A [ 37 B [ 5 41 FE 45 3 7))

the 53,823,500 H Shares to be converted from an
equivalent number of Domestic Shares of the Company
held by the Selling Shareholders and offered for sale by
the Selling Shareholders as part of the International
Offering at the Offer Price, subject to any adjustment
and, where relevant, any additional H Shares which may
be converted from Domestic Shares and sold pursuant to
the exercise of the Over-allotment Option, and
references to “Sale Shares” shall include, where the
context requires, the Domestic Shares from which the
Sale Shares are converted

State-owned Assets Supervision and Administration
Commission of the State Council (B k¢ B A &2 B &
EHEEE)

the State Administration of Taxation of the PRC (H'[&
I8 B 4R )

the Securities and Futures Ordinance (Chapter 571 of

the Laws of Hong Kong), as amended, supplemented or
otherwise modified from time to time

the Securities Law of the People’s Republic of China (*
#ENRILMBEESL), as amended, supplemented or

otherwise modified from time to time

Securities Times Newspaper (#5 % F#) of the PRC
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DEFINITIONS

“Selling Shareholders”

13 SFC”
“Shanghai Securities News”

“Shanghai Shangyan”

“Shanghai Stock Exchange”

“Shannan Jinyuan”

“Share(s)”

“Shareholder(s)”
“Shenzhen Stock Exchange”
13 SME(S)”

“Special Regulations”

“SSE Main Board”

“Stabilizing Manager”

“State Council”

the Shareholders of the Company which will be selling
the Sale Shares in the International Offering as further
described in “Structure of the Global Offering — The
Selling Shareholders” in this prospectus

the Securities and Futures Commission of Hong Kong
Shanghai Securities News (7 %:%) of the PRC

Shanghai Shangyan Investment Center (Limited
Partnership), a limited partnership established in the
PRC on August 9, 2011, which held approximately 2.47%
of the Shares of our Company as of the Latest
Practicable Date

the Shanghai Stock Exchange (.18 535 5 fr)

Xizang  Shannan  Century Jinyuan Investment
Management Limited (747 11 5 tH 40 & IR % & & H A R A
Fl), a company incorporated in the PRC with limited
liability on January 31, 2013, which held approximately
4.92% of the Shares of our Company as of the Latest
Practicable Date

ordinary shares in the capital of our Company with a
nominal value of RMBI1.00 each, comprising Domestic
Shares and H Shares

holder(s) of the Share(s)

the Shenzhen Stock Exchange (I #5238 5 Fr)

small- and medium-sized enterprise(s)

the Special Regulations of the State Council on the
Overseas Offering and Listing of Shares by Joint Stock
Limited Companies (2755 B B B 03 A PR 2wl 55 4h 5 4R
By e BT BRI 2), promulgated by the State
Council on August 4, 1994

Main board of the Shanghai Stock Exchange

China Securities (International) Corporate Finance
Company Limited

State Council of the People’s Republic of China (%A
R LR [ (25 e )
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DEFINITIONS

“subsidiary(ies)”

“Supervisor(s)”
“Supervisory Committee”
“SZSE Main Board”

“Track Record Period”

“Underwriters”

“Underwriting Agreements”

“U.S.” or “United States”

“U.S. Investment Company Act”

“U.S. Securities Act”

“USS$,” “USD” or “US dollars”

“WHITE Application Form(s)”

“White Form eIPO”

“White Form eIPO Service
Provider”

“Wind Info”

has the meaning ascribed to it in section 15 of the
Companies Ordinance

the Supervisor(s) of the Company
the supervisory committee of the Company
Main board of the Shenzhen Stock Exchange

the three years ended December 31, 2013, 2014 and 2015
and the six months ended June 30, 2016

the Hong Kong Underwriters and the International
Underwriters

the Hong Kong Underwriting Agreement and the
International Underwriting Agreement

the United States of America, its territories, its
possessions and all areas subject to its jurisdiction

the United States Investment Company Act of 1940

the United States Securities Act of 1933, as amended,
and the rules and regulations promulgated thereunder

United States dollars, the lawful currency of the United
States

the application form(s) for use by the public who
require(s) such Hong Kong Offer Shares to be issued in
the applicant’s own name

the application for Hong Kong Offer Shares to be issued
in the applicant’s own name by submitting applications
online through the designated website of White Form
elPO www.eipo.com.hk

Computershare Hong Kong Investor Services Limited

Wind Information Co., Ltd. (¥ 81515 B 57 B0 A IR
/v 7l), a company with limited liability incorporated in
the PRC and a service provider of financial data,
information and software, being an Independent Third
Party
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DEFINITIONS

“YELLOW Application Form(s)” the application form(s) for use by the public who
require(s) such Hong Kong Offer Shares to be deposited
directly into CCASS

In this prospectus, the terms “associate”, “close associate”, “connected person”, “core
connected person”, “connected transaction”, “controlling shareholder” and “substantial
shareholder” shall have the meanings given to such terms in the Hong Kong Listing Rules, unless
the context otherwise requires.

Certain amounts and percentage figures included in this prospectus have been subject to
rounding. Accordingly, figures shown as totals in certain tables may not be an arithmetic
aggregation of the figures preceding them. Any discrepancies in any table or chart between the
total shown and the sum of the amounts listed are due to rounding.

For ease of reference, the English names of the PRC established companies or entities, laws
or regulations are translation and/or transliteration of their Chinese names and have been
included in this prospectus for identification purposes only. In the event of any inconsistency
between the Chinese names and their English translations andlor transliterations, the Chinese
versions shall prevail.
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GLOSSARY OF TECHNICAL TERMS

This glossary of technical terms contains explanations of certain technical terms used in
this prospectus. As such, these terms and their meanings may not correspond to standard
industry meanings or usage of these terms.

“active client(s)”

“actively managed products”

“asset-backed securitization”

ccAUM”

“average return of proprietary
investment”

“average stock and fund
commission rate”

“bifurcated review”

“bps”
“CAGR”
113 CAM 2

“ChiNext Board”

client(s) other than dormant clients

TAM schemes, where the specific investment objects are
determined by the manager according to the investment
scope and limitation agreed in the contracts signed with
clients, CAM schemes and SAM schemes

business activities of issuing asset-backed securities with
payment support from the cash flows generated from
basic assets based on the credit enhancement through
measures such as structuralization

assets under management

the annualized ratio of net gains from proprietary
investment activities to monthly investment amount of
proprietary investment. The monthly investment amount
of proprietary investment includes external capital used
to increase the average return of proprietary investment

the commission and fee income on our securities
brokerage business as divided by the corresponding
brokerage trading volume for stocks and funds

when assessing the application for administrative
permits of M&A and restructuring, the CSRC
implements differentiated vetting arrangement based on
difference in practicing abilities of financial advisor,
compliant operation and credit conditions of listed
companies, industrial policies and transaction types.
Among which, waive of vetting or quick vetting
approach will be made on the qualified applications for
M&A and restructuring

one ten thousandth
compound annual growth rate
collective asset management

the growth enterprise board of the Shenzhen Stock
Exchange
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GLOSSARY OF TECHNICAL TERMS

“collateral ratio”

“collateralized stock repurchase”

“Comparable H Share Listed

Securities Firms”

“contractual repurchase

transaction”

“corporate client(s)”

“CSI 300 Index”

“CSI 500 Index”

for margin finance and securities lending business, it
refers to the ratio of the fair value of the collateral,
including cash and securities held by the clients, to the
balance of the sum of the receivables and the securities
lent out in the margin accounts of the clients; for
collateralized stock repurchase business and repurchase
agreement transaction business, it refers the ratio of the
fair value of initial and supplement collateral, less any
collateral already released and interests received, divided
by the amount payable by the borrower

a transaction in which eligible borrowers get financing
from eligible lenders by pledging the stocks or other
securities they hold and agree to return the borrowed
funds and cancel the pledge some day in the future

securities firms incorporated in the PRC and listed in
Hong Kong with size of assets and operating income
comparable to the Company, including CITIC Securities
Co., Ltd., Haitong Securities Co., Ltd., China Galaxy
Securities Co., Ltd., GF Securities Co., Ltd., Huatai
Securities Company Limited, Orient Securities Company
Limited, Everbright Securities Company Limited, China
Merchants Securities Co., Ltd. and China International
Capital Corporation Limited

a transaction in which qualified clients sell securities to
their designated securities firms at an agreed-upon
selling price, and agree to repurchase the underlying
securities at the agreed-upon repurchase price on a
specific date in the future

corporate client(s) other than financial institutions
whom we provide services for

a capitalization-weighted stock market index designed to
replicate the performance of 300 stocks traded on the
Shanghai Stock Exchange and Shenzhen Stock
Exchange, which is compiled by the China Securities
Index Co., Ltd. ("F'# 45 A BRA H))

a capitalization-weighted stock market index compiled
by the China Securities Index Co., Ltd. ((F#EEEUH R A
A]) and designed to replicate the performance of 500
stocks traded on the Shanghai Stock Exchange and the
Shenzhen Stock Exchange
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“dormant client(s)”

“ETF(s)”
“FICC”

“futures IB business”

113 GFA”

“institutional client(s)”

“IPO”

“margin financing and securities
lending”

“margin refinancing and securities

refinancing”

“market maker”

“mid-to-high-end client(s)”

“mid-to-high net worth client(s)”

investors with nil market value in securities accounts,
balance of not more than RMB100 in capital accounts
and no trading in the past one year

exchange-traded fund(s)
fixed-income, currencies and commodities

the business activities in which securities firms, as
commissioned by futures companies, introduce
customers to futures companies to engage in future
trading, and provide other related services

gross floor area

financial institution client(s) whom we provide services
for

initial public offering

a transaction in which the investor provides a qualified
securities firm with collateral, to borrow funds and
purchase securities (margin financing transaction) or
borrow securities and sell them (securities lending
transaction)

the operating activities whereby the CSFCL lends the
funds or securities which are owned or lawfully raised by
it to securities firms for their securities margin financing
and securities lending business

independent securities operating legal person with
certain strength and reputation as specialists, continue to
offer buy and sell quotations for public investors
(namely two-way quotations), and accept buy and sell
request at such price, trade securities with their own
capital and securities with investors

our individual and corporate client(s) with account
balance of RMBO0.5 million or above, including
mid-to-high net worth clients and private banking
client(s)

our individual and corporate client(s) with account

balance of RMBO0.5 million and above, but less than
RMB5.0 million
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113 NEEQ”

“NEEQ Company”

“non-actively managed products”

“020”

“operating income”

“OTC”

“PB system”

“private banking client(s)”

“project pipeline”

“QDII”

“QFIIM

“regular client(s)”

“retail client(s)”

“RQFII”

“SAM”

National Equities Exchange and Quotations (4[5 H /b
KRR R

National Equities Exchange and Quotations Co., Ltd.
TAM schemes where the investments are carried out in
strict accordance with the specific investment
instructions of the clients and the manager is exempt by
contract of due diligence requirements

online to offline

operating income in the financial statements prepared in
accordance with the PRC GAAP

over-the-counter trading

Prime Brokerage system, a trading system used for
supporting prime brokerage business

our individual and corporate client(s) with account
balance of RMBS5.0 million and above

in equity financing, M&A and restructuring, projects
with application documents submitted to the CSRC but
yet to complete the offering

Qualified Domestic Institutional Investor (&% 5% A # #
BEH)

Qualified Foreign Institutional Investor (& & 58 ZM#HE
BH)

our individual and corporate client(s) with account
balance of less than RMBO0.5 million

individual client(s)

Renminbi Qualified Foreign Institutional Investor (A&
e G s B AMEME R & ), a pilot program launched in the
PRC which allows Hong Kong subsidiaries of PRC
securities and funds companies to facilitate investments

of offshore Renminbi into PRC capital markets

specialized asset management
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“Shanghai-Hong Kong Stock
Connect”

“Shenzhen-Hong Kong Stock
Connect”

“SME Board”

“sponsor representative(s)”

“SSE 50 Index”

“ST stock(s)”

“stock index futures”

“structured note(s)”

“TAM”

“TMT”

a securities trading and clearing links program
developed by Shanghai Stock Exchange, the HKEXx,
HKSCC and China Securities Depository and Clearing
Corporation Limited for the establishment of mutual
market access between Hong Kong and Shanghai,
including Southbound Trading and Northbound Trading

a securities trading and clearing links program under
development by Shenzhen Stock Exchange, the HKEX,
HKSCC and China Securities Depository and Clearing
Corporation Limited for the establishment of mutual
market access between Hong Kong and Shenzhen,
including Southbound Trading and Northbound Trading

the Small and Medium Enterprises Board of the
Shenzhen Stock Exchange (TRIII# %5 28 5 BT 1 /A 264 )

Professional representative(s) qualified for sponsoring
offering and listing of securities in the PRC pursuant to
the Measures for the Administration of the Sponsorship
of Securities Offering and Listing (#5817 L iR 2
W54 B )

a capitalization-weighted stock market index that selects
50 largest stocks of good liquidity and representatives
traded on the Shanghai Stock Exchange

special treatment stock(s) of companies listed on
Shanghai Stock Exchange or Shenzhen Stock Exchange
that experience unusual circumstances in their financial
condition or operation, exposing them to delisting risks
or making it impracticable for investors to evaluate the
companies’ business prospects

standard future contracts linked to stock index; a kind of
financial futures

marketable securities issued by securities firms with the
payment of principal and return correlated to specific
subjects, which include but not limited to currency
interest rate, prices or indexes of basic commodities and
securities

targeted asset management

Telecommunication, media and technology
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“treasury futures” standardized futures contracts on treasury bonds; a kind
of financial futures

“Type-C branches” securities brokerage branch(es) that do not provide
on-site securities trading services

“VaR” value at risk

“wealth management clients” individual and corporate client(s) whom we provide
brokerage and wealth management services for

— 38 —



FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statements. Such forward-looking statements
relate to events that are subject to significant risks and uncertainties, including the risks
described in the section headed “Risk Factors” in this prospectus. These forward-looking
statements include, but are not limited to, words and expressions such as “aim”, “expect”,
“believe”, “plan”, “intend”, “estimate”, “project”, “seek”, “anticipate”, “may”, “will”,
“should”, “would” and “could” or similar words, expressions or statements or the negative
thereof, in particular, in the sections headed “Business” and “Financial Information™ in this
prospectus in relation to future events, including our strategies, plans, objectives, goals,
targets, future financial results, business prospects, the future development of our industry,
the general economy of our key markets and the national and global economy.

These statements are based on numerous assumptions regarding our present and future
business strategy and the environment in which we will operate in the future and the
information currently available to our management. These forward-looking statements reflect
our current views with respect to future events and are not a guarantee of future performance,
which is subject to known and unknown risks, uncertainties, assumptions and other factors,
some of which are beyond our control, and may cause our actual results, performance or
achievements, or industry results to be materially different from any future results,
performance or achievements expressed or implied by the forward-looking statements. These
risks and uncertainties include, but are not limited to, those discussed under the section
headed “Risk Factors” in this prospectus and elsewhere in this prospectus and the following:

. general political and economic conditions;

. macroeconomic measures taken by the PRC Government to manage economic
growth;

. future development, trends and environment of the industry and markets in which
we operate;

. exchange rate fluctuations and evolving legal systems pertaining to the PRC and the
industry and markets in which we operate;

. regulatory environment of the PRC and the industry in which we operate;
. market competition, and actions and development of competitors;
. our business prospects;

. our business plans, strategies and goals and our ability to successfully implement
these business plans, strategies and goals;

. our financial condition, operating results and performance;
. our ability to reduce costs;
. fluctuations in our brokerage fee and commission income; and

. our dividend policy.
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FORWARD-LOOKING STATEMENTS

We caution you not to place undue reliance on these forward-looking statements, which
reflect our management’s view only as of the date of this prospectus. We undertake no
obligation to update or revise any forward-looking statements, whether as a result of new
information, future events or otherwise. In light of these risks, uncertainties and assumptions,
the forward-looking events discussed in this prospectus might not occur. All forward-looking
statements contained in this prospectus are qualified by reference to the cautionary statements
set out in this section.
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RISK FACTORS

You should carefully consider all of the information in this prospectus, including the
risks and uncertainties described below, before making an investment in our H Shares. These
risks could materially and adversely affect our business, financial condition and operating
results. The trading price of our H Shares could significantly decrease due to any of these
risks, and you may lose all or part of your investment. You should pay particular attention to
the fact that we are a company incorporated in the PRC and most of our operations are
conducted in the PRC which is governed by a legal and regulatory environment that may differ
from that of other countries. For more information concerning the PRC and certain related
matters discussed below, see “Regulatory Environment,” “Appendix IV — Summary of
Principal Legal and Regulatory Provisions” and “Appendix V — Summary of Articles of
Association.” You should seek professional advice from relevant advisors regarding your
prospective investment in the context of your particular circumstances.

RISKS RELATING TO OUR BUSINESS AND INDUSTRY

General global and PRC economic and market conditions could adversely affect our business.

Our businesses are highly dependent on economic and market conditions in the PRC and
other jurisdictions where we operate. General economic and political conditions, such as
macroeconomic and monetary policies, legislation and regulations on the financial and
securities industries, market volatility, upward and downward trends in the industry, currency
and interest rate fluctuations, availability of long-term and short-term market funding sources
and cost of funding, could affect our business. As a securities firm, our business is directly
affected by the inherent risks associated with the securities markets, including market
volatility, changes in investment sentiment, fluctuations in trading volume, liquidity changes,
and the creditworthiness of the securities industry in the marketplace. Global political and
economic conditions may affect the financial market conditions in the PRC. Any sudden and
dramatic changes in the global and PRC financial market conditions could materially and
adversely affect our operational and financial condition. As the PRC capital market is still
evolving, market conditions may change rapidly. For example, the A share market in the PRC
has experienced significant volatility in 2015, especially from mid-June to end of August. The
CSI 300 Index has declined by 56.7% from 5,335.1 at the closing of June 12, 2015 to 3,025.7 at
the closing of August 26, 2015. In response to the sudden and significant market fluctuations,
the PRC Government initiated a series of measures to stabilize the market, which have and
will continue to impact our business. See “— We contributed capital to the CSFCL in response
to government measures for stabilizing the PRC stock market, which may increase our
exposure to market and other risks.” In the first half of 2016, the PRC stock market has been
highly volatile and the CSI 300 Index dropped by 15.5%. The average daily trading volume of
the PRC stock market decreased from RMBI1,172.5 billion for the first half of 2015 to
RMB534.6 billion for the first half of 2016. If the PRC stock market continues to experience
significant volatility during the rest of 2016, our financial performance in 2016 may be
materially and adversely affected. For more details, please see “Summary — Recent
Developments” and “Financial Information — Directors’ Confirmation of No Material
Adverse Change.”
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In addition, continuous downturns in general economic conditions and adverse capital
markets conditions in the PRC could materially and adversely affect our business, operating
results, financial condition and prospects in various ways, including but not limited to the
following:

. the financing demand of our clients could decrease, which could adversely affect our
underwriting and sponsor fees from investment banking business further leading to
a decline in our revenue from investment banking business;

. the demand of our clients for securities trading could decrease, which could
adversely affect our securities brokerage business and securities financing business
further leading to a decline in our revenue in related fees, commissions and interest
income;

. the value and returns of financial assets we hold for securities trading and
investment and the value of our asset management product portfolio may be
adversely affected by market volatility, and our opportunities to exit and realize
value from our investments may also be reduced;

. we may face increased default risks that our client or counterparty may fail to
perform its contractual obligations;

. our financing cost may increase due to our limited access to liquidity and the capital
markets, and therefore restricting our ability to raise funds to develop our business;
and

. we may not be able to effectively execute our business plans and strategies.

Our business may be adversely affected by changes in regulatory environment and measures in
the PRC and other jurisdictions where we operate.

As a securities firm with principal business in the PRC and Hong Kong, we are subject to
extensive regulation in these jurisdictions. The regulatory authorities limit the types of
products and services we may offer by imposing capital requirements and restrict our business
activities by specifying the types of securities we may invest in. Relevant regulatory authorities
make inspections, examinations and inquiries on a regular basis in respect of our compliance
with relevant regulatory requirements. For example, the CSRC periodically evaluates and
assigns a regulatory rating to each securities firm, including us, based on the firm’s risk
management capabilities, competitiveness and compliance with regulatory requirements. In
addition, we may be subject to various regulations as well as inspections and restrictions
imposed by relevant regulatory authorities in other countries and jurisdictions where we
operate our business. Any failure to comply with the applicable regulatory requirements could
result in sanctions, fines, penalties or other disciplinary actions, including, among other
things, a downgrade of our regulatory rating and limitations or prohibitions on our future
business activities, which may limit our ability to carry out pilot programs and conduct new
businesses and may harm our reputation. Please see “Business — Laws and Regulations —
Regulatory Non-compliance” for more details. For seven consecutive years from 2010 to 2016,
we were rated “Class A Grade AA” by the CSRC, the highest rating ever received by PRC
securities firms during that period. However, there is no assurance that we will be able to
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maintain such regulatory rating in the future. A downgrade of our regulatory rating may limit
our ability to conduct certain businesses or prevent us from obtaining permits or approvals for
our new businesses or subject us to a higher risk capital reserve ratio or a higher securities
investor protection fund reserve ratio. Any future incidents of non-compliance may have a
material and adverse effect on our business, financial condition, operating results, reputation
and prospects.

In recent years, regulatory authorities have continuously promulgated new rules and
guidances. These new rules and guidances may directly affect our business strategies,
competitiveness and prospects. Changes in the rules and regulations could impose more
stringent requirements or additional limitations on the business that we conduct, require us to
modify our existing business practices and lead to increased compliance costs or competition.
Our failure to adapt to the changing regulatory environment and maintain our compliance
and competitiveness could have a material and adverse effect on our business, financial
condition, operating results and prospects. For example, on April 29, 2016, the CSRC
published 2016 Annual Legislative Work Plan, stating it would revise the Administrative
Measures for the Issuance of Securities by Listed Companies and strengthened the regulation
on the private placements by listed companies. On July 15, 2016, the CSRC issued Interim
Provisions on Operation and Management of Privately-raised Asset Management Business of
Securities or Futures Institutions, to further implement the “eight bottom lines” prohibitions
on the asset management business. The introduction and implementation of foregoing rules
may adversely affect our investment banking business and asset management business.

We face intense competition in existing and new businesses.

Our businesses face intense competition from numerous and diverse competitors. We
primarily compete with other major securities firms in the PRC and Hong Kong. As of June
30, 2016, there were 126 registered securities firms in the PRC, and the market is not highly
concentrated. We compete with other financial institutions such as commercial banks and
insurance companies across different business sectors in the PRC. In recent years, in the wake
of the development of Internet finance, the online businesses of securities firms also face
competition from non-traditional financial institutions such as Internet companies.

Commercial banks, insurance companies and other financial institutions have been
venturing into the traditional business sectors of securities firms and competing with
securities firms in a number of areas by continuous innovation in their products and services.
By leveraging their operational network, client base, capital base, and other advantages,
commercial banks pose particular threats to securities firms in bond underwriting, financial
advisory services, sales of wealth management products, and other domains. In addition,
gradually relaxed PRC securities regulations and the trend towards mixed operations in the
PRC’s financial industry may enable new competitors (such as foreign financial institutions) to
enter into the securities industry.

Some of our competitors may have certain competitive advantages over us, such as more
abundant financial resources, greater brand awareness, more diverse product and service
offerings and more advanced IT systems. They may also be more experienced than us and offer
a broader range of services and financial products. In addition, they may have more
competitive compensation and incentive mechanisms, with more qualified, capable and

43 _



RISK FACTORS

experienced employees. We may also face competition from competitors in certain business
sectors or geographical regions. While these competitors may have less comprehensive offering
of products or services or less extensive geographic coverage than us, they may have more
experience, better brand recognition and other competitive advantages in their business
sectors or geographical regions. Our failure to compete effectively against our competitors
may have a material and adverse effect on our business, financial condition, operating results
and prospects.

In addition, along with the evolvement of the PRC securities industry, innovative
products and services may emerge in the market. We may not be able to maintain our current
market share or leading position due to certain difficulties or challenges we may face in
offering new products or services. Our failure to maintain our competitive advantages in this
business environment will have a material and adverse effect on our businesses, financial
condition, operating results and prospects.

Our businesses also face intense price competition. We will likely continue to experience
pricing pressures in the future as some of our competitors seek to increase their market shares
by lowering prices. In recent years, there has been considerable pressure on commission rates
for some of our businesses. In particular, our securities brokerage commission rates have been
in decline in recent years, and may further decline due to intense competition in the future.
Brokerage clients generally use the Internet and other alternative trading systems to execute
electronic trading, putting more pressure on brokerage commission rates. For the years ended
December 31, 2013, 2014 and 2015 and the six months ended June 30, 2015 and 2016, our
average stock and fund brokerage commission rate was 0.76%o, 0.63%o0, 0.49%0, 0.49%0 and
0.49%o, respectively. In addition, underwriting fees, financial advisory fees and asset
management fees also face pricing pressure. We believe that we will continue to face pressure
on commission rates if some of our competitors further lower their prices in order to increase
their market shares. Please see “— We generate a significant portion of our revenue from our
securities brokerage and securities financing business, and reduction in our clients’ trading
activities or decrease in our brokerage commission rates could materially and adversely affect
our operating results and financial condition” and “— Our investment banking business is
subject to various risks and there can be no assurance that the income level of our investment
banking business can be sustained.”

We are subject to strict net capital, risk management, liquidity and other similar regulatory
requirements that may restrict our business activities.

We are subject to net capital and other risk control indicators, liquidity risk regulatory
indicator and other requirements imposed by the CSRC, the SAC, and other regulatory
authorities and self-regulatory organizations. According to the CSRC’s requirements, our net
capital to net assets ratio, net capital to liabilities ratio, net capital to total risk capital reserve
ratio and net assets to liabilities ratio may not be lower than 40.0%, 8.0%, 100.0% and 20.0%,
respectively. Pursuant to the CSRC’s Administrative Measures for Risk Control Indicators of
Securities Firms, we have established a dynamic net capital and other risk control indicators
monitoring mechanism in an endeavor to comply with statutory regulatory standards on risk
control indicators based on net capital. In addition, we are required to comply with certain
risk indicator requirements to engage in different businesses. For example, if the net capital to
total risk capital reserve ratio of a securities firm is less than 200% or if its liquidity
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regulatory indicator is less than 120% (less than 100% before June 30, 2015), its leverage ratio
(total asset to net asset) may not exceed 5 times and its application for carrying out innovative
business pilot program shall be suspended. We are also subject to various liquidity
requirements. For example, in June 2016 and effective from October 1, 2016, the CSRC
amended Administrative Measures for Risk Control Indicators of Securities Firms and
supporting ancillary measures. This amendment adjusts the calculation basis and method of
net capital and risk capital reserve, adds a Capital Leverage Ratio indicator (net core capital
to total off- and on-balance-sheet assets), sets a mandatory leverage ratio of no less than 8%
and sets up indicators for specific business lines. According to the SAC, both the Liquidity
Coverage Ratio (ratio of good quality liquid assets to estimated net cash outflow for the
following 30 days) and the Net Stable Funding Ratio (ratio of available stable funding to
stable funding required by business) shall reach 100% by June 30, 2015. During the Track
Record Period, we have been in compliance with regulatory requirements in terms of major
risk control indicators based on net capital. These requirements may restrict the scope and
scale of our business activities, and may require us to adjust our existing business in order to
be eligible for new and innovative products and services. Our failure to meet such
requirements could lead to sanctions, fines, penalties or other disciplinary actions, including a
downgrade of our regulatory rating and limitations or prohibitions on our future business
activities, which may have a material and adverse effect on our business, financial condition,
operating results, reputation and prospects.

We generate a significant portion of our revenue from our securities brokerage and securities
financing businesses, and reduction in our clients’ trading activities or decrease in our brokerage
commission rates could materially and adversely affect our operating results and financial
condition.

Changes in the macro market and the intensified competition may have an adverse effect
on our securities brokerage and securities financing business. Since we have been generating a
significant portion of our revenue from our securities brokerage and securities financing
business, any decline or slowdown in our securities brokerage and securities financing business
could have a material and adverse effect on our total revenue.

Revenue from our securities brokerage business consists primarily of commissions and
fees that we generate by executing trades for our clients. Revenue from our securities financing
business consists primarily of interest income generated from margin financing and securities
lending as well as repurchase business. Revenue from our securities brokerage business
depends significantly on the turnover of trading that we execute for our clients and the
brokerage commission rates. Revenue from our securities financing business depends on the
size as well as the interest rate of margin financing and securities lending. Trading turnover of
securities brokerage business and the financing needs for securities financing business are
subject to factors including general economic conditions, macroeconomic and monetary
policies, conditions of A share market, fluctuations in interest rates and investor behavior, all
of which are beyond our control. Any unfavorable market condition may significantly affect
our securities trading, resulting in a decrease in turnover or trading scale and in turn lead to a
decrease in the fees and commission income from our securities brokerage business or a drop
in the interest income from our securities financing business.
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In addition, the increasing competition in the PRC securities industry may lead to a
decrease in our brokerage commission, which will adversely affect our brokerage business. For
example, some of our competitors have launched Internet account opening services ahead of
us, which significantly lowered the commission rates charged to brokerage clients, resulting in
us correspondingly lowering commission rates to maintain competitiveness. We believe that
price competition and pricing pressure will continue as investors are increasingly unwilling to
pay for brokerage services, and some of our competitors seek to obtain market share by
further reducing brokerage fees and commissions. Moreover, the PRC securities markets are
emerging markets characterized by short-term investing behavior among investors, which has
resulted in a higher frequency of trading activities by our clients. However, as the capital
markets in the PRC develop and our clients become more sophisticated, they may reduce the
frequency of their trading activities in the future, which could adversely affect the
commissions we derive from our brokerage business. As a result, there is no assurance that our
brokerage commission rates and commission income scale can be sustained at current levels.

If we cannot successfully maintain and expand our client base and operational network, our
securities brokerage business and its revenue could be materially and adversely affected.

The securities brokerage business is highly competitive and we have to maintain our
client base and attract new clients. As of June 30, 2016, we had approximately 5,300,000
wealth management clients, including approximately 13,400 corporate clients. However, there
is no assurance that we will be able to continue to maintain or grow our client base. In 2015,
the CSDC lifted the “one investor one account” restriction upon natural person investors’
opening A share account by allowing them to open multiple A share accounts and exchange
traded closed-end fund accounts on the Shanghai Stock Exchange and Shenzhen Stock
Exchange based on their actual needs. The individual clients could open accounts with
multiple securities firms, which may divert client transactions to other firms. If we are unable
to address the needs of our clients by maintaining high-quality client service, continuing
product innovation, providing value-added services, or if we otherwise fail to meet our clients’
demands or expectations, we may lose our existing clients to our competitors or fail to attract
new clients. As a result, our business, financial condition and operating results may be
adversely affected.

We serve clients of our securities brokerage business and manage client relationships
primarily through our network of securities branches. As of June 30, 2016, we had 225
securities branches in 30 provinces, autonomous regions and directly-administered
municipalities in the PRC. However, there is no assurance that we will be successful in further
expanding our operational network due to regulatory changes, difficulties in managing a
relatively larger pool of retail brokerage staff and other unforeseeable factors. In March 2013,
the CSRC issued the Supervisory Provisions on Branches of Securities Firms, or the
Supervisory Provisions on Branches, which removed the limitation on the number of branches
that securities firms can establish and allowed qualified securities firms to set up branches
nationwide. Under the Supervisory Provisions on Branches, the PRC securities firms may
establish more new branches, which may further increase the competition in the securities
brokerage business in the PRC and decrease the securities brokerage commission rates. We
may not be able to maintain our current market-leading position in the number of operating
outlets and any failure to maintain our competitiveness may have a material and adverse effect
on our business, financial condition, operating results and prospects.
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In addition, the prevalence of online retail brokerage business in the PRC exposes us to
competitive pressure on commission rates from small securities firms with relatively low costs
and securities firms which carry out brokerage services primarily through online trading
platforms. If we are unable to provide differentiated products and services, our business,
financial condition, operating results and prospects may be adversely affected.

Our investment banking business is subject to various risks and there can be no assurance that
the income level of our investment banking business can be sustained.

Market fluctuations and changes in regulatory policies may adversely affect our
investment banking business. Our investment banking business has been and may in the future
be adversely affected by economic and market conditions. Poor economic conditions may
adversely affect investor confidence, resulting in significant industry-wide declines in the size
and number of securities offerings and M&A transactions, which could have an adverse effect
on our revenue from and profit margin for the investment banking business. Adverse capital
market conditions and market volatility may also cause delays to, or the termination of,
securities offerings underwritten or sponsored by us and M&A transactions advised by us,
which may materially and adversely affect our revenue from the investment banking business.
In addition, along with the continuous evolvement of securities market in the PRC, new
products and services in the investment banking business may emerge. We may not be able to
maintain our current market share due to certain difficulties or challenges we may face in
offering new products or services, which could have a material and adverse effect on our
investment banking business.

Transactions we are involved in are subject to uncertainties due to regulatory approvals.
IPOs in the PRC and certain types of M&A transactions of listed companies are subject to
approvals by various regulatory authorities. Approval processes and the results and timing of
the various inspections conducted by the CSRC from time to time are beyond our control and
may cause substantial delays to, or the suspension of, securities offerings underwritten by us
or M&A transactions advised by us. For example, from October 2012 to January 2014, the
CSRC suspended its approval of all A share IPO applications in the PRC. We may experience
delay in, or suspension of, securities offerings underwritten and sponsored by us as a result of
unfavorable market conditions such as the market volatility in the future.

Furthermore, the PRC regulatory requirements on investment banking business continue
to change, including the implementation of a compensation regime in which sponsors are
required to compensate investors for their losses resulting from false disclosures in IPOs
before issuers’ compensation liability can be determined. In addition, PRC securities firms are
facing increasing challenges in terms of deal execution, client development, pricing and
underwriting capabilities. If we are unable to adjust our business practices and strategies to
meet these new challenges, we may not be able to compete effectively in the securities industry,
which could in turn materially and adversely affect income from our investment banking
business. In addition, if we are under investigation due to fraud committed by our clients, the
CSRC may suspend the review of the proposed offerings underwritten or sponsored by us,
which may adversely affect our business and operating results.
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In addition, in acting as a sponsor in securities offering and listing, we may be subject to
regulatory sanctions, fines, penalties or other disciplinary actions or may be otherwise legally
liable in the PRC and in Hong Kong and/or our reputation may be affected due to inadequate
due diligence in connection with compliance supervision after the offerings and transactions,
fraud or misconduct committed by issuers, other sponsors, their agents or our staff,
misstatements and omissions in disclosure documents, or other illegal or improper activities
that occur during the course of the underwriting process, which may adversely affect our
business and operating results. Please see “Business — Laws and Regulations — Regulatory
Non-compliance” for more details. The issuers of the bonds underwritten or sponsored by us
may default due to various reasons, which may result in investors’ losses and therefore subject
us to the litigation and reputational risks. Our investment banking business may also be
affected by new rules and regulations, changes in the interpretation or enforcement of existing
rules and regulations relating to the underwriting and sponsorship of securities offerings.

We generally receive underwriting commissions for securities offerings and advisory fees
for M&A transactions upon the successful completion of the transactions. If a transaction is
not completed as scheduled or at all for any reason, we may not receive underwriting
commissions or financial advisory fees for services that we have provided in a timely manner
or at all, which could adversely affect our operating results.

Our proprietary trading business is subject to market volatility and our investment decisions.

We trade equity and fixed-income securities as well as derivatives. Our equity and
fixed-income securities are subject to market volatility and, therefore, the results of our
securities trading activities are generally related to the condition of the PRC securities
markets. We also engage in derivative instruments transactions, including stock options,
treasury futures and stock index futures and etc. We generally use derivative instruments to
hedge against the impact of price volatility on our investment portfolio or adjust the risk
exposure of the investment portfolio. However, currently the types of financial investment
products available in the PRC securities market remain limited. Although stock index futures
provide investors with tools for arbitrage and managing risks related to their investments, such
financial instruments for PRC investors remain inadequate, which may make it difficult for us
to fully hedge against fluctuations in the price of our investment portfolio, and the derivatives
that we use may not be as effective as we would expect. In addition, we are exposed to risks
associated with derivatives contracts we enter into, which could result in losses to us. Since the
derivative markets on the exchanges are unstable and the OTC derivative markets are
under-developed, we may lack experience in managing new products or trading derivative
products.

The performance of our proprietary trading business relies on our investment judgments
and decisions based on our assessment of current and future market conditions. We closely
monitor the market value of our investment portfolio and actively refine the structure of our
portfolio based on market conditions and internal risk management guidelines. However, our
investment decisions are made based on our judgment, which involves management discretion
and assumptions. If our decision-making process fails to effectively minimize losses while
capturing gains, or our forecasts do not conform to actual changes in the market conditions,
our proprietary trading business may not achieve the investment returns we anticipate or may
even suffer material losses, all of which could materially and adversely affect our business,
financial condition and operating results.
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In addition, the values of certain classes of our assets, such as our available-for-sale
financial assets, are marked to market. A decline in the value of our available-for-sale
financial assets can result in the recognition of impairment losses if management determines
that such decline in value is not temporary. This impairment recognition shall be based on
evaluation of several factors. For more details of the impairment policies, please see
“Financial Information — Critical Accounting Policies, Judgments and Estimates.” If we
recognize impairment losses, our operating results will be adversely affected.

A significant decline in the size of our AUM or regulatory changes may materially and adversely
affect our asset management business.

We charge asset management fees based on the size of each asset management plan under
our management. Investment performance may affect investment sentiment of clients and
therefore affect our AUM, which in turn affects our management fee income. In addition, the
management fee income from actively managed products is higher than income from our
non-actively managed products, therefore our management fee income is also affected by the
structure of our managed assets. Limited investment options and hedging strategies, as well as
market volatility, in the PRC could limit our ability to offer stable returns to our clients, cause
us to lose clients and require us to make provisions for the decrease in the value of our
investments. Volatility of the PRC capital market, adverse economic conditions or the failure
to outperform our competitors or the market may reduce the value of our managed assets or
affect the performance of our managed assets or funds, which could adversely affect the
amount of asset management fees or performance rewards that we receive. Moreover, with the
enforcement of the Interim Provisions on Operation and Management of Privately-raised
Assets Management Business of Securities or Futures Institutions since July 18, 2016, the
upper limit on the leverage ratio of the structured asset management products has been
significantly reduced, and it imposes higher requirement on our own funds when conducting
asset management business, which may have an adverse effect on our relevant business.

Moreover, we have high proportion of “channel-based business” in our asset management
business. Relevant regulators may promulgate new regulations to restrict the “channel-based
business” in the PRC. Therefore, there are still uncertainties on whether we can complete the
transition to actively-managed business rapidly while maintaining our AUM. In addition, we
may not be able to maintain or increase our AUM or our asset management fee income due to
increased competition from insurance companies, trust companies, commercial banks and
other competitors. We are still in the process of developing and growing our asset management
business. If we fail to increase our AUM, we may not be able to take advantage of potential
benefits, such as economies of scale and investment strategies with larger capital requirements.
This lack of scale in AUM could adversely affect our competitiveness, operating results and
financial condition.
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We may suffer significant losses from our exposure to credit risks.

The credit risks we are exposed to in our business include credit risks incurred from our
counterparties, securities issuers of our investment targets and clients of securities financing
and futures business. We have net long trading positions in various fixed income securities as
part of our investment, and face credit risks that the issuers of the relevant securities may
default. Although as of June 30, 2016, none of the bonds we held for proprietary trading were
in default, there can be no assurance that there will be no default in the bonds we invest in the
future. We also face credit risks as counterparty in derivative contracts. In addition, we
conduct OTC trades as counterparty to our clients, to provide them with customized products
or services, such as OTC options and equity return swaps. As there is no exchange or clearing
agent for these contracts, we may be subject to the credit risk of the counterparties. Any
significant non-payment or default by a client or counterparty could adversely affect our
financial condition, operating results and cash flows. Although we regularly review our credit
exposure to specific clients or counterparties and to specific industries that we have credit
concerns for, default risks may arise from events or circumstances that are difficult to detect or
foresee. We may also fail to obtain all relevant information with respect to the credit risks of
our clients and counterparties.

Our securities financing business is subject to the risks that a client may fail to perform
its payment obligations or that the value of collaterals held by us to secure the obligations
might become inadequate. We may mandatorily liquidate our clients’ collaterals if they are
unable to fulfill their payment obligations as scheduled, or if their collateral ratios are lower
than our minimum thresholds due to fluctuations in market prices of the collaterals while
failing to replenish such collaterals. Such mandatory liquidation mechanism may subject us to
significant losses or litigation risks. In addition, the ability to carry out mandatory liquidation
of client positions is adversely affected by market volatility. If the market price of securities
which we hold as collaterals decreases sharply for an extended period, and when we are unable
to liquidate clients’ positions in a timely manner due to the daily price fluctuation limitation
on the A share market and relevant A share stock suspensions, we may incur significant losses.
Moreover, similar to other securities firms, we also accept restricted stocks as collaterals for
our collateralized stock repurchase business. If we fail to mandatorily liquidate collaterals
comprising restricted stocks within the expected period, we may be subject to significant
losses. In addition, the mandatory liquidation mechanism may trigger disputes between clients
and us and subject us to litigation risks or significant legal expenses. Please see “Business —
Laws and Regulations — Legal Proceedings” for details.

Significant interest rate fluctuations could affect our financial condition and operating results.

Our exposure to interest rate risk is primarily associated with our interest income,
interest expenses and fixed income investments. We earn interest income from (i) securities
brokerage and securities financing business, including margin financing and securities lending,
collateralized stock repurchase and repurchase agreement transactions; (ii) bank balances,
including cash held on behalf of brokerage clients as well as our own bank deposits; and (iii)
other businesses. We also pay interests on accounts payable to brokerage clients, financial
assets sold under repurchase agreements and various indebtedness, including borrowings,
short-term commercial papers, structured notes, corporate bonds and subordinated bonds,
etc. In addition, we hold net fixed income securities positions, whose market prices are directly
affected by the prevailing interest rates. Significant interest rate fluctuations could reduce our
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interest income or returns on fixed income investments, or increase our interest expenses, all of
which could materially and adversely affect our business, financial condition and operating
results.

Restrictions on our credit financing capability and high level of indebtedness may adversely
affect our business.

We rely on bank and other external borrowings and bond offerings to fund a significant
portion of our working capital requirements. Our financial condition, liquidity and business
operations will be adversely affected to the extent we are not able to pay back or repay our
debt in a timely manner because of the unavailability of internal resources or inability to
obtain alternative financing.

Even if we are able to honor our debt repayment obligations, the amount of debt we
borrow could also adversely affect us in a number of ways, including:

. limiting our ability to obtain any necessary financing in the future for working
capital, strategic investment, debt repayment requirements or other purposes;

. limiting our flexibility in business planning or reacting to changes in our business;

. placing us at a competitive disadvantage compared to our competitors who have
lower levels of debt;

. affecting our credit ratings and increasing our financing cost;
. making us more vulnerable to a downturn in our business or the economy generally;

. subjecting us to the risk of being forced to refinance for our debts at higher interest
rates; and

. requiring us to use a substantial portion of our cash to pay principal and interest on
our debt, instead of contributing those funds to other purposes such as working
capital and other capital requirements.

Our interest expenses may increase along with the increase of our borrowings.

We have incurred and expect to continue to incur a significant amount of interest expense
relating to our borrowings, including corporate bonds, subordinated bonds, short-term
financing instruments, financial assets sold under repurchase agreements and others. We also
incur interest expenses from accounts payable to brokerage clients and placements from banks
and other financial institutions in our operation activities. Our interest expenses increased
from RMB1,077.5 million in 2013 to RMB1,960.5 million in 2014, and further to RMB3,218.6
million in 2015. The increase in interest expenses has resulted from our increased borrowings
to finance our business expansion and to increase our liquidity reserves during the periods of
A share market volatility. We may continue to incur substantial amount of debts, and our
interest expenses may continue to increase. Any such increase could adversely affect our
business, financial condition, operating results and prospects.
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A significant decrease in our internal or external liquidity could adversely affect our business and
reduce clients’ confidence in us.

Our liquidity conditions may be adversely affected by the decrease in the cash generated
from our operating activities, increased regulatory requirements on capital, substantial
investment, market volatility, the loss of client confidence or other factors. Maintaining
adequate liquidity is crucial to our business operations as we need large amounts of cash to
continue expanding our margin financing and securities lending, collateralized stock
repurchase, investment management and other business activities. We meet our liquidity needs
primarily through cash generated from operating activities and debt financing. During the
Track Record Period, we recorded negative net cash flows generated from operating activities
in 2013, 2014 and 2015, amounting to RMB4.0 billion, RMB4.6 billion and RMB11.4 billion,
respectively. Although we recorded positive net cash flows generated from operating activities
for the six months ended June 30, 2016, there can be no assurance that we may generate
positive cash flows from operating activities in the future. A reduction in our liquidity could
reduce the confidence of our clients or counterparties in us, which may result in the loss of
business and client accounts. In addition, we will need to satisfy various liquidity requirements
in order to maintain or expand our scope of business, especially innovative products and
services. Failure in the future to comply with the mandatory liquidity requirements, or any
heightened requirements for specific businesses, may result in penalty measures imposed by
the SAC, including self-regulatory measures and disciplinary action. In addition, the liquidity
coverage ratio will be incorporated into the risk control indicator system for securities firms
from October 1, 2016, and the failure of the liquidity coverage ratio to comply with the
indicator requirement may subject us to the regulatory measures by the CSRC. Any of these
could have a material and adverse effect on our business development and reputation.

Furthermore, our ability to sell assets may be impaired if other market participants are
seeking to sell similar assets at the same time when we seek to sell the assets to increase
liquidity, as is likely to occur in a liquidity crunch or other market crisis. When cash generated
from our operating activities is not sufficient to meet our liquidity or regulatory capital needs,
we must seek external financing. During periods of disruption in the credit and capital
markets, potential sources of external financing could be limited and our borrowing costs
could increase. Such financing may not be available on acceptable terms or even not at all due
to unfavorable capital market conditions.

Our IT systems may be subject to cyber-attacks or risks arising from any system failures or
deficiencies.

Our operations rely heavily on our IT systems to record and accurately process a large
number of transactions and matters across numerous and diverse markets and different
business segments in a timely manner. Our system for processing securities transactions is
highly automated. Our IT and related computer systems may be damaged or interrupted by
human errors, unauthorized access such as cyber-attacks, natural hazards or disasters or
similarly disruptive events. A prolonged interruption or failure of our information processing
or communications systems would limit our ability to process transactions. This would impair
our ability to serve our clients and execute transactions on behalf of clients and for our own
accounts, which could materially and adversely affect our competitiveness, financial condition
and operating results.
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The proper functioning of our core IT systems, online trading platform, data processing
system, mobile APPs, risk management and legal and compliance system and other data
processing systems, together with the communication networks between our headquarters and
branches and the storage of our clients’ confidential and personal information and other
information, are critical to our business and our ability to compete effectively. We have
established multi-tiered back up systems to carry on principal functions or restore our systems
in the event of a catastrophe or failure of our systems, including those caused by human
errors. However, there can be no assurance that our operations will not be materially disrupted
if any of our systems fail. In addition, if our trading system is unable to process all trading
orders when the securities market experiences high volatility, we may be subject to client
complaints, litigations or damage on our reputation.

Our resources and technical sophistication may not be adequate to prevent all types of
cyber-attacks or other disruptions to or failures of our IT and related computer systems. A
cyber-attack or IT and related computer systems failure could adversely affect our daily
operations and lead to the loss of sensitive information, including our own proprietary
business information and sensitive information of our customers. Our business continuity
procedures, disaster recovery systems and security measures to protect against network or IT
and computer systems failure or interruption may not be effective, and we may not anticipate,
prevent or divert the material and adverse effect on our business, financial condition and
operating results in the event of such failure or interruption.

The securities industry is characterized by rapidly changing technology. Online trading
platforms and mobile APPs are becoming increasingly popular among our clients due to their
convenience and user-friendliness. We rely heavily on technology, and plan to expand and
upgrade our online trading platform and mobile APPs, to provide a wide range of brokerage
and securities financing services. However, our technology operations are vulnerable to
disruptions from human error, natural disasters, power failure, computer viruses, spam
attacks, unauthorized access and other similar events, and we may not be able to adapt to the
evolving technology in the industry. Disruptions to, or instability of, our technology or
external technology, or failure to timely upgrade our online or mobile platforms could harm
our business, reputation and prospects.

Our business may be susceptible to the operational failure of third parties.

We face the risk of operational failure, limited capacity or termination of any of the
clearing agents, exchanges, clearing houses or other financial intermediaries we use to
facilitate our securities transactions. Any operational failure or termination of the particular
financial intermediaries that we use could adversely affect our ability to execute transactions,
serve our clients and manage our exposure to risks. In addition, as our inter-connectivity with
our clients grows, we will increasingly face the risks of operational failure with respect to our
clients’ systems such as personal computers, mobile devices and tablets, as well as connectivity
to and compatibility with our clients’ systems. Any operational failure may lead to loss of our
clients and give rise to complaints or litigations against us and in turn have a material and
adverse effect on our goodwill, financial condition, operating results and reputation.

— 53 _



RISK FACTORS

We distribute third-party financial products which may involve high risks, and if we are unable to
identify, fully understand or disclose these risks, our reputation, relationships with clients,
business and prospects may be damaged.

In addition to our own asset management products, we also distribute financial products
developed by third-party financial institutions (such as fund management companies, trust
companies and commercial banks in the PRC). As a third-party distributor, we are not subject
to any investment losses or default liabilities incurred from third-party financial products.
However, we may receive complaints from or be sued by clients which may in turn have an
adverse effect on our reputation and business. In addition, the structure of certain types of
these third-party financial products (such as trust schemes and structured OTC products) is
complicated and involves various risks, including credit, interest rate, liquidity and other risks.
Our risk management policies and procedures may fail to identify the risks of such financial
products in a sufficient and effective manner, and our sales personnel may not disclose such
risks to our wealth management clients adequately. Consequently, clients may invest in
financial products that exceed their investment risk tolerance and investment preferences and
suffer substantial losses which subject us to the complaints and prosecution of clients. Our
reputation, relationships with clients, business and prospects may therefore be materially and
adversely affected.

We are exposed to risks relating to our investments in the wealth management products, trust
schemes and asset management schemes provided by various financial institutions.

Our proprietary investment portfolio includes wealth management products, trust
schemes and asset management schemes provided by commercial banks, trust companies,
funds companies and securities firms (including ourselves) in China. As of December 31,
2013, 2014 and 2015 and June 30, 2016, the balance of our investments in such wealth
management products, trust schemes and asset management schemes were RMB764.8 million,
RMB3,868.1 million, RMB6,663.0 million and RMB9,496.6 million, respectively, representing
3.5%, 14.8%, 17.7% and 21.5% of the total investment balance of our proprietary trading for
the respective periods.

The income generated from our investments in various wealth management products,
trust schemes and asset management schemes is generally fixed, which may subject us to credit
risk. These wealth management products, trust schemes and asset management schemes
generally adopt credit enhancement measures, such as guarantees and structural enhancement.
However, we are not able to monitor and do not otherwise have control over the
counterparties’ investment portfolio composition and investment strategies. In addition, there
is no assurance that we can correctly anticipate the development of business operations or
financial conditions of the commercial banks, securities firms, trust companies, fund
companies or the ultimate borrowers, which could be negatively affected by various factors
beyond our control, under which situation, the issuers’ capacity to repay the principal, fulfill
their commitment to deliver the expected investment return or the guarantors’ capacity to
undertake the guarantee obligations (if applicable), could be materially and adversely affected
and we may not be able to recover the principal of and interest on these investments. Also, we
do not have direct recourse to the ultimate borrowers in the underlying transactions, and we
can only exercise our rights under the related contracts to require the product issuers or
scheme managers to perform their obligations, and demand compensation for our losses (if
applicable) from the product issuers or scheme managers and the financial institutions that
provide relevant guarantee.
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Furthermore, because the guarantees and collaterals are not provided to us but to
product issuers or scheme managers we may not be able to directly claim any security interests
on these guarantees or collaterals.

While the regulatory authorities currently generally do not prohibit securities firms to
invest in wealth management products, trust schemes and asset management schemes provided
by various financial institutions, there can be no assurance that there will not be material and
adverse changes to the applicable regulations in the future. Any material and adverse
regulatory changes could cause the value of our investment portfolio to decline, and may in
turn materially and adversely affect our business, financial condition and results of
operations.

We contributed capital to the CSFCL in response to government measures for stabilizing the
PRC stock market, which may increase our exposure to market and other risks.

Due to the A share market’s drastic downturn and fluctuations in 2015, the PRC
Government introduced relevant measures to stabilize the market. Correspondingly, we and 20
other major securities firms in the PRC issued a joint announcement on July 4, 2015, stating
that each securities firm (i) would contribute an amount of no less than 15% of its net asset
value as of June 30, 2015 to the CSFCL for investment in the PRC blue chips ETF; and (ii)
undertook not to reduce our position of A share proprietary trading portfolio to the level
below the position as of July 3, 2015, if the Shanghai Stock Exchange Composite Index
remains below 4,500. On September 1, 2015, we further decided to raise our total contribution
to the CSFCL to up to no more than 20% of our net assets as of July 31, 2015. As of June 30,
2016, we have contributed approximately RMB4.2 billion to the CSFCL in total. The
investment will be under the unified operation of the CSFCL through a designated account
with the investment risks and gains shared by us based on investment proportion. Currently,
we cannot control the way and payback time of such investment by the CSFCL. We may incur
losses on our contributions or from our undertakings due to disposal or impairment in the
future, and our financial condition may fluctuate due to revaluation at the end of the period,
which may materially and adversely affect our operating results and financial condition.
Going forward, we may also incur losses from similar further contributions that are required
or decided to be made during market turmoil in the PRC.

We face additional risks as we expand our product and service offerings.

We are committed to providing new products and services in order to strengthen our
leading market position in the PRC securities industry. We continuously expanded our
business to include trading of physical precious metals, foreign exchange, OTC options, online
collateralized stock repurchase and other businesses in recent years, and further convert our
offline business to online business. We will continue to expand our product and service
offerings as permitted by relevant regulatory authorities, transact with new clients not in our
traditional client base and enter into new markets. Meanwhile, we expect to further expand
our overseas business. These activities expose us to new and increasingly challenging risks,
including, but not limited to:

. we may have insufficient experience or expertise in offering new products and

services and dealing with inexperienced counterparties and clients may harm our
reputation;
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. we may be subject to stricter regulatory scrutiny, or increased tolerance of credit
risks, market risks, compliance risks and operational risks;

. we may be unable to provide clients with adequate levels of service for our new
products and services;

. our new products and services may not be accepted by our clients or meet our
profitability expectations;

. our new products and services may be quickly copied by our competitors so that its
attractiveness to our clients may be diluted.

If we are unable to achieve the expected results with respect to our offering of new
products and services, our business, financial condition, operating results and prospects could
be materially and adversely affected.

We are subject to risks related to overseas expansion.

We expect to expand our overseas operations based on business strategy, but the
development of global business may face additional risks, including, among others:

. we may have difficulties in managing overseas operations, including the compliance
with various regulatory and legal provisions in different jurisdictions;

. risks of fluctuations in the overseas financial markets;

. challenges in providing products, services and supports in the overseas financial
markets;

. challenges in managing distribution channels and overseas distribution network
effectively;

. the accounting treatment differences between various jurisdictions;

. potential adverse effects of taxation;

. foreign exchange losses;

. inability to effectively enforce contractual or legal rights; and

. local political and economic instability or civil unrest.

If we are unable to effectively avoid or mitigate these risks, we may have difficulties to

expand our overseas business, which could have a material and adverse effect on our business,
financial condition, operating results and prospects.
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Our operations may be adversely affected if we fail to obtain or maintain necessary approvals for
conducting a particular business or offering a particular product.

We operate in a highly regulated financial industry where many aspects of our business
depend upon obtaining and maintaining the necessary approvals, licenses, permits or
qualifications from relevant PRC and Hong Kong regulators, such as the CSRC and the SFC,
and self-regulatory organizations, such as the SAC. We are required to comply with the
relevant regulatory requirements when applying for approvals, licenses or permits for
conducting new businesses or offering new products. As the legal system and financial service
industry in the PRC continue to evolve, changes in the relevant laws and regulations or in their
interpretation or enforcement may make them more difficult to comply with, or adversely
affect the type and scope of businesses we are permitted to engage in. In addition, further
regulatory approvals, licenses, permits or qualifications may be required for new products and
services in the future, and some of our current approvals, licenses, permits or qualifications
are subject to periodic renewal. If any of our business activities fails to meet the regulatory
requirements, or if we fail to obtain or renew the required permits, licenses, approvals or
qualifications, our business, financial condition and operating results may be materially and
adversely affected.

Our risk management policies, procedures and internal controls, as well as the risk management
tools available to us, may not fully protect us against various risks inherent in our business.

Currently, we follow our comprehensive internal risk management framework and
procedures to manage our risks, primarily including market risk, credit risk, liquidity risk,
compliance risk and operational risk. Our risk management policies, procedures and internal
controls may not be adequate or effective in mitigating our risks or protecting us against
unidentified or unanticipated risks. In particular, some methods of managing risks are based
upon observed historical market behavior and our experience in the securities industry. These
methods may fail to predict future risk exposures, which could be significantly greater than
those indicated by our historical measures. Other risk management methods depend upon an
evaluation of available information regarding operating and market conditions and other
matters, which may not be accurate, complete, up-to-date or properly evaluated. In addition,
the capital markets in the PRC are rapidly developing, the information and experience that we
rely on for our risk management methods may become quickly outdated as capital markets
and regulatory environment in the PRC continue to evolve. Deficiencies in our risk
management and internal control systems and procedures may adversely affect our ability to
identify or report our deficiencies or non-compliance. Any of these may have a material and
adverse effect on our business, financial condition and operating results.
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Our operations depend on senior management and key staff and our business may be adversely
affected if we are unable to retain them or find their replacements.

The success of our business primarily depends on the stability of our senior management
and our ability to attract and retain key personnel who possess in-depth knowledge and
understanding of the PRC financial markets. If there are significant personnel changes in our
senior management, and we are unable to find replacement, we may not be able to execute our
existing business strategy effectively or may have to adjust our existing business, which may
materially and adversely affect our business prospects. The aforementioned key personnel
include members of our mid-level management, experienced investment and trading managers,
risk management officers, research analysts, IT specialists, licensed sponsor representatives
and other personnel. Therefore, we devote considerable resources to recruiting and retaining
these personnel. However, the competition for quality professionals is rather intense in the
PRC capital market and we face increasing competition in recruiting and retaining these
individuals as other securities firms and financial institutions are competing for the same pool
of talent. Intense competition may require us to offer higher compensation and other benefits
in order to attract and retain qualified professionals, which could materially and adversely
affect our financial condition and operating results. In addition, we may be unable to attract
or retain these personnel which may in turn affect the fulfillment of our business objectives
and also materially affect our business and prospects.

If any of our senior management or other key staff joins or establishes a company in
competition with our business, we may lose some of our clients, which may have a material
and adverse effect on our business.

We may not be able to timely detect and prevent fraud or other misconduct committed by our
employees, representatives, agents, clients or other third parties on a timely basis.

We may be exposed to fraud or other misconduct committed by our employees,
representatives, agents, clients or other third parties, including, among others, unauthorized
trading, misuse or disclosure of confidential information, providing false information, forging
corporate seals, illegal fundraising, improper transfer of interests and insider trading. These
incidents of misconduct could subject us to financial losses and sanctions imposed by
governmental authorities, as well as adversely affect our reputation. In addition, alleged or
actual employee misconduct could result in investigations or prosecutions of the employees
engaged in the subject activities or litigation or regulatory sanctions against us, which could
cause reputational harm, litigation costs and management distraction to us regardless of
whether we are held liable. Please see “Business — Laws and Regulations — Legal
Proceedings,” “Business — Laws and Regulations — Regulatory Non-compliance” and
“Business — Laws and Regulations — Regulatory Inspections.”

Our internal control procedures are designed to monitor our operations and ensure
overall compliance. However, our internal control procedures may be unable to identify all
incidents of non-compliance or suspicious transactions in a timely manner or at all.
Furthermore, it is not always possible to detect and prevent fraud and other misconducts, and
the precautions we take to detect and prevent such activities may not be fully effective. There
can be no assurance that fraud or other misconducts will not occur in the future. If such fraud
or other misconduct does occur, it may cause negative publicity as a result. Our failure to
detect and prevent fraud and other misconducts may have a material and adverse effect on our
business reputation, financial condition and operating results.
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We may be subject to litigation and regulatory investigations and legal proceedings and may not
always be successful in defending ourselves against such claims or proceedings.

The securities industry faces substantial litigation and regulatory risks, including the risk
of lawsuits and other legal actions relating to information disclosure, sales or underwriting
practices, product design, fraud and misconduct, as well as protection of personal and
confidential information of our clients. We may be subject to lawsuits and arbitration
applications in the ordinary course of our business. We may also be subject to inquiries,
investigations, and legal proceedings by regulatory and other governmental agencies. Actions
brought against us may result in settlements, injunctions, fines, penalties or other results
adverse to us that could harm our reputation. Even if we are successful in defending ourselves
against these legal actions, the costs of such defense may be significant to us. In market
downturns of the PRC capital market, the number of legal claims and amount of damages
sought in litigation and regulatory proceedings may increase. A significantly adverse
judgment, arbitration award or regulatory action against us or a disruption in our business
arising from adverse adjudications in proceedings against our directors, senior management or
key staff would have a material and adverse effect on our liquidity, business, financial
condition, operating results and prospects. For details of our litigations or legal proceedings,
see “Business — Laws and Regulations — Legal Proceedings.”

We may be subject to liability and regulatory actions if we are unable to protect personal data
and confidential information of our clients.

We are subject to various laws, regulations and rules governing the protection of personal
data and confidential information of our clients. We routinely send and receive personal data
and confidential information of our clients through written communication, Internet and
other electronic means. We may not be able to ensure that our vendors, service providers,
transaction counterparties or other third parties have appropriate measures in place to protect
the confidentiality of such information. In addition, there is no assurance that our employees
who have access to personal data and confidential information of our clients will not
improperly use such data or information. If we fail to protect our clients’ personal data and
confidential information, the competent authorities may impose sanctions against us and we
may have to provide economic compensation for losses arising from such failure. In addition,
incidents of mishandling personal information or failure to protect the confidential
information of our clients could bring reputational harm to us, which may materially and
adversely affect our reputation, business and prospects.

We may not be able to fully detect money laundering and other illegal or improper activities in
our business operations on a timely basis.

We are required to comply with applicable PRC and overseas anti-money laundering,
anti-terrorism laws and other regulations. The PRC Anti-money Laundering Law and the
relevant anti-money laundering laws and regulations in Hong Kong require financial
institutions to establish sound internal control policies and procedures with respect to
anti-money laundering monitoring and reporting activities. Such policies and procedures
require us to, among other things, establish or designate an independent anti-money
laundering department, establish a client identification system in accordance with relevant
rules, record the details of client activities and report suspicious transactions to relevant
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authorities. Please see “Regulatory Environment — PRC Laws and Regulations — Other
Regulations — Anti-money Laundering” and “Regulatory Environment — Hong Kong Laws
and Regulations — Anti-money Laundering and Counter-terrorist Financing.”

While we have adopted relevant policies and procedures aimed at detecting and
preventing the use of our business platforms to facilitate money laundering activities and
terrorist acts, such policies and procedures may not completely eliminate instances in which we
may be utilized by other parties to engage in money laundering and other illegal or improper
activities. In the event that we fail to fully comply with applicable laws and regulations, the
relevant government agencies may freeze our assets or impose fines or other penalties on us.
Please see “Business — Laws and Regulations — Regulatory Non-compliance.” There can be
no assurance that there will not be failures in detecting money laundering or other illegal or
improper activities which may adversely affect our business reputation, financial condition
and operating results.

Some of the owners of our leased properties do not have or have not presented to us appropriate
title certificates or the titles of leased properties are defective.

As of June 30, 2016, we leased 329 properties in the PRC with a total GFA of
approximately 192,618.4 square meters. Among these 329 leased properties, the lessors of 34
leased properties (representing approximately 8.2% of the total GFA of our leased properties)
failed to provide the building ownership certificates or other valid title documents for such
leased properties, and the lessor of one leased property (representing approximately 0.2% of
the total GFA of our leased properties) was not the owner of such leased properties as shown
on the building ownership certificates and did not provide proof of lawful authorization from
the owner for leasing the property. The aforementioned leased properties with title defects
were mainly used as offices and staff dormitory. See “Business — Properties.”

There can be no assurance that our use and occupation of these properties will not be
challenged. If our right to use or possess the relevant properties is challenged due to failure of
the lessors to obtain relevant building ownership certificates or other valid title documents in
a timely manner or due to any title defects, we may have to find alternative properties, incur
additional relocation costs, or our business operations may be disrupted, all of which may
have an adverse effect on our business, financial condition, operating results and prospects.

The application of IFRS 9 and its amendments in the future will affect the classification and
measurement of our financial assets and financial liabilities.

The International Accounting Standards Board, or IASB, which is responsible for
developing and revising international accounting standards, issued IFRS 9 and its
amendments in November 2009, October 2010 and July 2014, which will take effect on January
1, 2018 and replace the information related with classification, measurement and
derecognization of financial assets and financial liabilities under IAS 39, and give rise to
substantial changes in the classification and measurement of financial assets and financial
liabilities. The application of IFRS 9 will affect the classification and measurement of our
financial assets and financial liabilities in various ways, including measurement of recognized
financial assets, measurement of financial liabilities designated as at fair value through profit
of loss, impairment of financial assets based on expected credit loss model, and greater
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flexibility regarding the types of transactions eligible for hedge accounting. Firstly, one of the
major differences between IFRS 9 and IAS 39 is the classification and measurement of
financial assets. The classification of financial assets under IFRS 9 will require us to consider
the business model and the contractual cash flow characteristics of financial assets to
determine classification and subsequent measurement. Secondly, for financial assets classified
as “amortized cost” and “fair value through other comprehensive income” under IFRS 9, we
will be required to apply a new expected credit loss impairment model, which uses more
forward-looking information and does not use the existence of an objective evidence of
impairment as a precondition for recognizing impairment losses. Please see note 2 in
“Appendix I — Accountant’s Report.” Our Directors anticipate that it is not practicable to
provide a reasonable estimate of the effect or quantify the impact on our operating results and
financial position until we make a detailed assessment as the new standard requires changes to
systems and processes to collect necessary data. Any change to our current practice in the
future in accordance with IFRS 9 and its amendments, and any other future amendments to
IAS 39 or similar standards, including any authoritative interpretive guidance on the
application of such new or revised standards, may materially affect our business, financial
condition and results of operations.

Our substantial amounts of deferred tax assets and level 2 financial assets are subject to
accounting uncertainties.

In the application of our accounting policies, our management is required to make
judgments, estimates and assumptions about the carrying amounts of certain assets and
liabilities that are not readily apparent from other sources. The estimates and associated
assumptions are based on historical experience and other factors that are considered to be
relevant. Therefore, actual results may differ from these accounting estimates. See note 4 of
the Accountant’s Report in Appendix I to this prospectus. We believe that the substantial
amounts of our deferred tax assets and level 2 financial assets are subject to accounting
uncertainties and therefore warrant particular attention.

Our deferred tax assets increased from RMB206.6 million as of December 31, 2013 to
RMB611.8 million as of June 30, 2016. Based on our accounting policies, deferred tax assets
are recognized in case of timing differences between the carrying amount of assets for
financial reporting purpose and the amounts used for taxation purposes. The realization of a
deferred tax asset mainly depends on our management’s judgment as to whether sufficient
future taxable profits will be available in the future. Management’s assessment is constantly
reviewed and additional deferred tax assets are recognized if it becomes probable that future
taxable profits will allow the deferred tax assets to be recovered.

For financial reporting purposes, we categorize fair value measurements of financial
assets and liabilities into level 1, level 2 or level 3, based on the degree to which the inputs to
the fair value measurements are observable and the significance of the inputs to the fair value
measurement. As of December 31, 2015 and June 30, 2016, we had RMB32.6 billion and
RMB45.4 billion of level 2 financial assets, respectively. Compared to level 1 financial assets,
we use valuation technique to estimate the fair value of level 2 financial assets and the fair
value measurements for these assets using other than quoted prices included within level 1 that
are observable for the asset, either directly or indirectly. When estimating fair value using
valuation technique, we consider observable inputs and market data, such as yield curve of
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interest rate products, foreign currency exchange rate, implied volatility, among other things.
Changes in these factors will affect the estimated fair value of our level 2 financial assets and
therefore these assets face uncertainty in accounting estimation.

Our Controlling Shareholders are able to exercise significant influence over us, and their
interests may not be aligned with our other Shareholders’ interests.

Following the completion of the Global Offering, our Controlling Shareholders will
remain as our controlling shareholders. They will in aggregate hold approximately 70.75% of
our outstanding shares assuming that the Over-allotment Option is not exercised. The interest
of our Controlling Shareholders may not align with that of other Sharecholders, and they will
have the ability to exercise significant influence over us, including, among others, matters
relating to:

. nomination and election of our Directors and Supervisors;
. business strategies and investment plans;

. dividend distribution;

. change of use of proceeds; and

. plans related to major corporate activities, including mergers, acquisitions or
investments.

Failure to identify and address conflicts of interest appropriately could adversely affect our
business.

As we expand the scope of our business and our client base, it is critical for us to be able
to address potential conflicts of interest, including situations where two or more interests
within our business naturally exist but are in competition or conflict. We have extensive
internal control and risk management procedures that are designed to identify and address
conflicts of interest. However, it is complicated and difficult to appropriately identify and
address potential conflicts of interest. Conflicts of interest may exist between (i) our different
departments; (ii) us and our clients; (iii) our clients; (iv) us and our employees; or (v) our
clients and our employees. Our failure to address conflicts of interest could harm our
reputation and impair clients’ confidence in us. In addition, potential or perceived conflicts of
interest may also give rise to litigation or regulatory actions. Any of the foregoing could
materially and adversely affect our business, financial condition and operating results.
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We are subject to risks related to the use of “CITIC” brand.

Since our establishment, we have been using the “CITIC” brand, which provide
substantial support to us in enhancing our brand awareness and carrying out our business.

The “CITIC” brand name is also used by the CITIC Group and its affiliated companies.
If any of them commits any action that damages the “CITIC” brand name, or any negative
publicity is associated with any of these entities, our reputation, business and growth
prospects could be harmed, which could adversely affect our operating results and financial
condition.

Currently, we are licensed by the CITIC Group to use its certain registered trademarks in
the respective registration areas for a term of three years expiring on April 30, 2019. There can
be no assurance that the CITIC Group will continue to grant license to us after the expiry of
the current license. If we cannot renew the license, we may have to use new trademarks which
lack public awareness. As such, change of trademarks may have an adverse effect on
maintaining existing customer relationship or developing new customer resources.

Our historical growth may not be indicative of our future performance.

Our historical growth rate and results may not be indicative of our future growth or
performance. There is inherent risk in using our historical financial information to project or
estimate our financial performance in the future, as it only reflects our past performance
under particular conditions. We may not be able to sustain our historical growth rate, revenue,
gross profit margin and return on net assets for various reasons, including, but not limited to,
deterioration in the market conditions of the financial services industry in the PRC,
macro-economic measures taken by the PRC Government to manage economic growth and
intensified competition among PRC securities firms.

In addition, our financial and operating results may not meet the expectations of public
market analysts or investors, which could cause the future price of the Shares to decline. Our
revenue, expenses and operating results may vary from period to period due to a variety of
factors beyond our control. As a result of these and other factors, there can be no assurance
that our future revenues will increase or that we will continue to be profitable. Accordingly,
investors should not rely on our historical results as an indication of our future financial or
operating performance.

RISKS RELATING TO THE PRC

Economic, political and social conditions in the PRC and government policies could affect our
business and prospects.

A substantial majority of our assets are located in the PRC, and a substantial majority of
our revenue is derived from our businesses in the PRC. Accordingly, our financial condition,
operating results and prospects are, to a material extent, subject to economic, political and
legal developments in the PRC. The PRC economy differs from the economies of developed
countries in many respects, including, among other things, government involvement, level of
economic development, growth rate, foreign exchange controls and resources allocation.
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Although the PRC economy has been transitioning from a planned economy to a
market-oriented economy for more than three decades, the PRC Government still exercises
significant control over the economic growth of the PRC through allocating resources,
controlling payments of foreign currency-denominated obligations, setting monetary policies
and providing preferential treatments to particular industries or companies. Some of these
policies benefit the overall PRC economy, but may negatively affect us. For example, our
financial condition and operating results may be adversely affected by government policies on
the securities markets in the PRC or changes in tax regulations applicable to us. If the business
environment in the PRC deteriorates, our business in the PRC may also be materially and
adversely affected.

PRC has been one of the world’s fastest growing economies as measured by GDP growth
in the past 30 years and has become the world’s second largest economy by GDP since 2010.
However, there is no assurance that PRC’s economy can sustain historical growth rates in the
future. Since the second half of 2008, the global economic slowdown, the weak U.S. economy
and the sovereign debt crisis in Europe have collectively increased downward pressure on the
PRC’s economic growth. PRC’s real GDP growth rate has decreased from 10.6% in 2010 to
6.9% in 2015 and PRC’s economy is still facing considerable downward pressure. If the
economic growth of PRC continues to slow down, our business, financial condition, operating
results and prospects will be materially and adversely affected.

The PRC legal system is still evolving with inherent uncertainties that could limit the legal
protection available to you.

PRC laws and regulations govern our operations in the PRC. We and most of our
operating subsidiaries are organized under PRC laws. PRC’s legal system is based on written
statutes. Prior guiding cases that the Supreme People’s Court of the PRC released are of
reference and exemplary value. Since the late 1970s, PRC has promulgated laws and
regulations dealing with economic matters, such as issuance and trading of securities,
shareholder rights, foreign investment, corporate organization and governance, commerce,
taxation and trade.

However, many of these laws and regulations, particularly with respect to the financial
service industry, are relatively new and evolving, are subject to different interpretations and
may be inconsistently implemented and enforced. In addition, only a limited number of
guiding cases were released for reference, and such cases have limited precedential value as
they are not binding on subsequent cases. These uncertainties relating to the interpretation,
implementation and enforcement of PRC’s laws and regulations may affect the legal remedies
and protections available to investors, and can adversely affect the value of your investment.

In particular, the PRC financial service industry is highly regulated. Many aspects of our
business depend upon obtaining relevant government authorities’ approvals and permits. As
PRC’s legal system and financial service industry continue to evolve, changes in such laws and
regulations or in their interpretation or enforcement could materially and adversely affect our
business, financial condition and operating results.
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Investors may experience difficulties in effecting service of legal process and enforcing judgments
against us or our Directors, Supervisors or management.

We are a company incorporated under PRC laws and a substantial majority of our assets
and subsidiaries are located in the PRC. In addition, most of our Directors, Supervisors and
executive officers reside within the PRC and the assets of our Directors, Supervisors and
management are likely to be located within the PRC. As a result, it may not be possible to
effect service of process within the United States or elsewhere outside PRC upon our
Directors, Supervisors and management including with respect to matters arising under the
U.S. federal securities laws or applicable state securities laws. Moreover, the PRC does not
have treaties providing for the recognition and enforcement of court judgments with the
United States, the United Kingdom, Japan or most other western countries. In addition, Hong
Kong has no arrangement for the recognition and enforcement of court judgments with the
United States. As a result, recognition and enforcement in the PRC or Hong Kong of
judgments of a court in the United States, the United Kingdom, Japan or most other western
countries in relation to any matter that is not subject to a binding arbitration provision may be
difficult or impossible.

On July 14, 2006, Hong Kong and the PRC entered into the Arrangement on Reciprocal
Recognition and Enforcement of Judgments in Civil and Commercial Matters by the Courts of
the Mainland and of the Hong Kong Special Administrative Region Pursuant to Choice of
Court Agreements Between Parties Concerned (the “Arrangement”) pursuant to which a party
with a final court judgment rendered by a Hong Kong court requiring payment of money in a
civil and commercial case pursuant to a choice of court agreement in writing may apply for
recognition and enforcement of the judgment in the PRC. Similarly, a party with a final
judgment rendered by a PRC court requiring payment of money in a civil and commercial case
pursuant to a choice of court agreement in writing may apply for recognition and enforcement
of such judgment in Hong Kong. A choice of court agreement in writing is defined as any
agreement in writing entered into between parties after the effective date of the Arrangement
in which a Hong Kong court or a PRC court is expressly designated as the court having sole
jurisdiction for the dispute. Therefore, it is not possible to enforce a judgment rendered by a
Hong Kong court in the PRC if the parties in dispute have not agreed to enter into a choice of
court agreement in writing. Although the Arrangement became effective on August 1, 2008,
the outcome and effectiveness of any action brought under the Arrangement may still be
uncertain.

In addition, although we will be subject to the Hong Kong Listing Rules and the
Takeovers Code upon the listing of our H Shares on the Hong Kong Stock Exchange, the
holders of H Shares will not be able to bring actions on the basis of violations of the Hong
Kong Listing Rules and must rely on the Hong Kong Stock Exchange or the SFC to enforce its
rules. The Hong Kong Takeovers Code does not have the force of law and provides only
standards of commercial conduct considered acceptable for takeover and merger transactions
and share repurchases in Hong Kong.
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Investments in the PRC securities firms are subject to ownership restrictions that may adversely
affect the value of your investment.

Investments in the PRC securities firms are subject to ownership restrictions. Prior
approval from the CSRC is required for any person or entity to hold, directly or indirectly, 5%
or more of the registered capital or share capital of a PRC securities firm. If any person or
entity holds, directly or indirectly, 5% or more of the registered capital or share capital of a
PRC securities firm, without obtaining prior approval from the CSRC, such shareholder shall
have no voting right. In addition, our Articles of Association prohibit any entity or individual
from directly or indirectly holding 5% or more shares of our Company without the approval of
the CSRC. If any violation is not rectified in a timely manner, any corresponding shares will
not carry voting rights during the period of violation. Current ownership restrictions and
future changes in ownership restrictions as imposed by the PRC Government and our Articles
of Association may materially and adversely affect the value of your investment.

You will be subject to PRC taxation on dividends received from our Company and on gains
realized upon the sale or other disposition of your H Shares.

Non-PRC resident individual holders of H Shares whose names appear on the register of
members of H Shares, or non-PRC resident individual holders, are subject to PRC individual
income tax withheld at source on dividends received from our Company. Pursuant to the
Circular on Questions Concerning the Collection of Individual Income Tax Following the
Repeal of Guo Shui Fa [1993] No. 045 (Guo Shui Han [2011] No. 348), dated June 28, 2011,
issued by the SAT, the tax rate applicable to dividends paid to non-PRC resident individual
holders of H Shares varies from 5.0% to 20.0% (usually 10.0%), depending on whether there is
any applicable tax treaty between the PRC and the jurisdiction in which the non-PRC resident
individual holder of H Shares resides as well as the tax arrangements between the PRC and
Hong Kong or between the PRC and Macau. Non-PRC resident individual holders who reside
in jurisdictions that have not entered into tax treaties with the PRC are subject to a 20.0%
withholding tax on dividends received from our Company. For additional information, see
“Appendix III — Taxation and Foreign Exchange — PRC Taxation of the Non-resident
Investors.” In addition, under the Individual Income Tax Law of the PRC and its
implementation regulations, non-PRC resident individual holders of H Shares are subject to
individual income tax at a rate of 20.0% on gains realized upon the sale or other disposition of
H Shares. However, pursuant to the Circular Declaring that Individual Income Tax Continues
to be Exempted over Income of Individuals from Transfer of Shares issued by the MOF and
the SAT on March 30, 1998, gains of individuals derived from the transfer of listed shares in
enterprises may be exempt from individual income tax. Although it is not certain whether such
exemption is applicable to H Shares, to our knowledge, as of the Latest Practicable Date, in
practice the PRC tax authorities have not sought to collect individual income tax on non-PRC
resident individual holders for such gains. If such tax is collected in the future, the value of
such individual holders’ investments in H Shares may be materially and adversely affected.

Under the EIT Law and its implementation regulations, a non-PRC resident enterprise is
generally subject to enterprise income tax at a rate of 10.0% with respect to its PRC-sourced
income, including dividends received from a PRC company and gains derived from the
disposition of equity interests in a PRC company, subject to reductions under any special
arrangement or applicable treaty between the PRC and the jurisdiction in which the non-PRC
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resident enterprise resides. Pursuant to the Circular on Questions Concerning Withholding of
Enterprise Income Tax for Dividends Distributed by Resident Enterprises in the PRC to
Non-resident Enterprises Holding H-shares of the Enterprises (Guo Shui Han [2008] No.
897), issued by the SAT, on November 6, 2008, we intend to withhold tax at 10.0% from
dividends payable to non-PRC resident enterprise holders of H Shares (including HKSCC
Nominees). Such withholding tax can be reduced or waived based on applicable tax treaties or
arrangement. See “Appendix III — Taxation and Foreign Exchange — PRC Taxation of the
Non-resident Investors.” There are uncertainties regarding the interpretation and
implementation of the EIT law and its implementing rules by the PRC tax authorities,
including whether and how enterprise income tax on gains derived upon sale or other
disposition of H Shares will be collected from non-PRC resident enterprise holders of H
Shares. If such tax is collected in the future, the value of such non-PRC resident enterprise
holders’ investments in H Shares may be materially and adversely affected.

Payment of dividends is subject to restrictions under PRC law.

During the Track Record Period, we declared and paid dividends in the amount of
RMB390.0 million and RMB180.0 million on ordinary shares in 2013 and 2014, respectively.
Under PRC law and our Articles of Association, we may only pay dividends out of our
distributable profits. Distributable profits are our after-tax profits as determined by PRC
GAAP or IFRS, whichever is lower, less any recovery of accumulated losses and
appropriations to statutory and other reserves that we are required to make. Furthermore,
pursuant to the rules issued by the CSRC, we are not allowed to distribute gains from the fair
value changes of financial assets that are included in distributable profits as cash dividends.
As a result, we may not have sufficient or any distributable profits to enable us to make
dividend distributions to our Shareholders in the future, including periods for which our
financial statements indicate that our operations have been unprofitable. Any distributable
profit not distributed in a given year is retained and available for distribution in subsequent
years.

In addition, because the calculation of distributable profit under PRC GAAP is different
from the calculation under IFRS in certain respects, our operating subsidiaries may not have
distributable profit as determined under PRC GAAP, even if they have distributable profits for
that year as determined under IFRS, or vice versa. As a result, we may not receive sufficient
distributions from our subsidiaries. Failure by our operating subsidiaries to pay us dividends
could negatively impact our cash flow and our ability to make dividend distributions to our
Shareholders.

Government control of currency conversion may adversely affect the value of your investments.

Substantially all of our revenue and expenses are denominated in Renminbi, which is
currently not a freely convertible currency. Conversion and remittance of foreign currencies
are subject to PRC foreign exchange laws and regulations which would affect exchange rates
and our foreign exchange transactions. Under the current PRC foreign exchange control
system, foreign exchange transactions under the current account, which includes the payment
of dividends, do not require prior approval from the SAFE, but we are required to present
documentary evidence of such transactions and conduct such transactions at designated
foreign exchange banks in the PRC. As a result, following the completion of the Global
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Offering, we will be able to pay dividends in foreign currencies without prior approval from
the SAFE by complying with certain procedural requirements. Our foreign exchange
transactions under the capital account, however, must be approved in advance by the SAFE.
There can be no assurance that we will be able to obtain such approval in a timely manner, or
at all.

The policies regarding foreign exchange transactions under the current account and the
capital account may not necessarily continue in the future. In addition, these foreign exchange
policies may restrict our ability to obtain sufficient foreign exchange, which could have an
effect on our foreign exchange transactions and the fulfillment of our other foreign exchange
requirements. If there are changes in the policies regarding dividend payments in foreign
currencies or other changes limiting the exchange of foreign currency, our payment of
dividends in foreign currencies may be affected. If we fail to obtain approval from the SAFE
to convert Renminbi into any foreign exchange for foreign exchange transactions, our
business, financial condition and operating results may be adversely affected.

Future fluctuations in the exchange rate of the Renminbi could have a material and adverse effect
on our financial condition and operating results.

While we generate most of our revenue in the PRC, we also offer securities products and
services in Hong Kong to overseas clients. A portion of our revenue, expenses and bank
borrowings is denominated in Hong Kong dollars and US dollars, although our functional
currency is the Renminbi. As a result, fluctuations in exchange rates, particularly between the
Renminbi, Hong Kong dollar and US dollar, could affect our profitability and may result in
foreign currency exchange losses of our foreign currency-denominated assets and liabilities.

The exchange rate of Renminbi to the US dollar is under a managed floating exchange
rate system and has gradually risen over the past decade. On August 11, 2015, the PBOC
announced an adjustment to the mechanism of determining the midpoint price of Renminbi
to the US dollar to make the exchange rate of Renminbi more market-based. The modified
mechanism allows traders to consider the closing exchange rate in the previous trading day
when they quote the midpoint price for Renminbi against the US dollar. As a result, the
midpoint price of Renminbi against the US dollar depreciated by 4.78% from August 10 to
August 27, 2015 and experienced further fluctuations in 2016. We cannot predict how the
Renminbi will fluctuate in the future. As such, any significant fluctuation in the value of the
Renminbi against foreign currencies could lead to fluctuation in the value of our foreign
currency-denominated revenue and assets and adversely affect our business, financial
condition, operating results and prospects.

In addition, since dividends in respect of our H Shares will be declared in Renminbi and
paid in Hong Kong dollars, holders of our H Shares in countries or regions other than PRC
are subject to risks arising from adverse movements in the value of the Renminbi against the
Hong Kong dollar, which may reduce any dividends paid in respect of the H Shares.
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Any future occurrence of force majeure events, natural disasters or outbreaks of contagious
diseases in the PRC may materially and adversely affect our business, financial condition and
operating results.

Any future occurrence of force majeure events, natural disasters or outbreaks of
epidemics and contagious diseases, including avian influenza, severe acute respiratory
syndrome, or SARS, swine influenza caused by the HIN1 virus, or HINI1 influenza, Middle
Eastern respiratory syndrome, or MERS, or Ebola virus, may materially and adversely affect
our business, financial condition and operating results. An outbreak of an epidemic or
contagious disease could result in a widespread health crisis and restrict the level of business
activities in affected areas, which may, in turn, materially and adversely affect our business.
Moreover, the PRC has experienced natural disasters like earthquakes, floods and droughts in
the past few years. Any future occurrence of severe natural disasters in the PRC may
materially and adversely affect its economy and therefore our business. There can be no
assurance that any future occurrence of natural disasters or outbreaks of epidemics and
contagious diseases, or the corresponding measures taken by the governments of the PRC or
other countries will not seriously disrupt our operations or those of our clients, which may
materially and adversely affect our business, financial condition and operating results.

RISKS RELATING TO THE GLOBAL OFFERING

There has been no prior public market for our H Shares and the liquidity and market price of our
H Shares may be volatile.

Prior to the Global Offering, there has been no public market for our H Shares. The
initial issue price range for our H Shares was the result of negotiations among our Company
(for ourselves and on behalf of the Selling Shareholders) and the Joint Representatives (for
themselves and on behalf of, among others, the Joint Bookrunners and the Underwriters), and
the Offer Price may differ significantly from the market price for our H Shares following the
Global Offering. We have applied for listing of, and permission to deal in, our H Shares on the
Hong Kong Stock Exchange. A listing on the Hong Kong Stock Exchange, however, does not
guarantee that an active and liquid trading market for our H Shares will develop, or if it does
develop, will be sustained following the Global Offering or that the market price of our H
Shares will not decline following the Global Offering. Furthermore, the price and trading
volume of our H Shares may be volatile. The following factors may affect the volume and price
at which our H Shares will trade:

. actual or anticipated fluctuations in our revenue and operating results;
. news regarding recruitment or loss of key personnel by us or our competitors;

. announcements of competitive product developments, acquisitions or strategic
alliances in our industry;

. changes in earnings estimates or recommendations by financial analysts;
. potential litigation or regulatory investigations;

. general market conditions or other developments affecting us or our industry;
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. the operating and stock price performance of other companies, other industries and
other events or factors beyond our control; and

. the release of lock-up or other transfer restrictions on our outstanding H Shares or
sales or perceived sales of additional H Shares by us or other shareholders.

Moreover, the securities market has from time to time experienced significant price and
volume fluctuations that were unrelated or not directly related to the operating performance
of the underlying companies. These broad market and industry fluctuations may have a
material and adverse effect on the market price and trading volume of our H Shares.

Since there will be a gap of several days between pricing and trading of our Offer Shares, holders
of our Offer Shares are subject to the risk that the price of our Offer Shares could fall during the
period before trading of our Offer Shares begins.

The Offer Price of our H Shares is expected to be determined on the Price Determination
Date. However, our H Shares will not commence trading on the Hong Kong Stock Exchange
until they are delivered, which is expected to be the fifth Hong Kong business day after the
pricing date. As a result, investors may not be able to sell or deal in our H Shares during that
period. Accordingly, holders of our H Shares are subject to the risk that the price of our H
Shares could fall before trading begins as a result of adverse market conditions or other
adverse developments, that could occur between the time of sale and the time trading begins.

As the Offer Price of our H Shares is higher than our consolidated net tangible book value per
share, purchasers of our H Shares in the Global Offering may experience immediate dilution
upon such purchases.

As the Offer Price of our H Shares is higher than the consolidated net tangible assets per
share immediately prior to the Global Offering, purchasers of our H Shares in the Global
Offering will experience an immediate dilution in pro forma adjusted consolidated net tangible
assets of HK$0.73 per H Share (assuming an Offer Price of HK$6.81 per H Share, being the
mid-point of the stated Offer Price range, and assuming the Over-allotment Option for the
Global Offering is not exercised). Our existing Shareholders will receive an increase in the pro
forma adjusted consolidated net tangible asset value per share of their shares. In addition,
holders of our H Shares may experience further dilution of their interest if the Underwriters
exercise the Over-allotment Option or if we issue additional shares in the future to raise
additional capital.

Future sales or perceived sales of substantial amounts of our securities in the public market,
including any future offerings in the PRC, sale of our H Shares by the NSSF or re-registration of
our Domestic Shares into H Shares, could have a material and adverse effect on the prevailing
market price of our H Shares and our ability to raise capital in the future, and may result in
dilution of your shareholdings and failure to recover the full value of your investment.

The market price of our H Shares could decline as a result of future sales of substantial
amounts of our H Shares or other securities relating to our H Shares in the public market or
the issuance of new Shares or other securities to interested investors in our company, or the
perception that such sales or issuances may occur. Future sales, or perceived sales, of
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substantial amounts of our securities, including any future offerings, could also materially and
adversely affect our ability to raise capital in the future at a time and at a price which we deem
appropriate. In addition, our Sharecholders may experience dilution in their holdings to the
extent we conduct A share IPO or issue additional securities in future offerings to investors
interested in our Company. Except as otherwise disclosed in this prospectus, we have not
reached any agreement with interested investors or are subject to any obligations with respect
to the issuance of our securities. See “Share Capital.” A certain amount of our Shares
currently outstanding will be subject to contractual and/or legal restrictions on resale for a
period of time after completion of the Global Offering. See “Underwriting — Underwriting
Arrangements and Expenses — The Hong Kong Public Offering — Undertakings pursuant to
the Hong Kong Listing Rules and the Hong Kong Underwriting Agreement” of this
prospectus. After these restrictions lapse or if they are waived or breached, future sales or
perceived sales of substantial amounts of our Shares, or the possibility of such sales by us,
could negatively impact the market price of our H Shares and our ability to raise equity
capital in the future.

Dividends declared in the past may not be indicative of our dividend policy in the future.

During the Track Record Period, we only declared dividends in the amount of RMB390.0
million and RMB180.0 million on ordinary shares in 2013 and 2014, respectively. However,
dividends paid in prior periods may not be indicative of future dividend payments. We cannot
guarantee when, if and in what form dividends will be paid in the future. Our Board of
Directors has discretion in determining the frequency and amount of dividend distributions,
which will be subject to the approval of our Shareholders at the Sharecholders’ meeting. A
decision to declare or to pay any dividends and the amount of any dividends will depend on
various factors, including but not limited to our operating results, cash flows and financial
condition, net capital, operating and capital expenditure requirements, distributable profits as
determined under PRC GAAP, our Articles of Association, statutory and regulatory
restrictions on the payment of dividends and other factors that our Board of Directors deems
relevant. See “Financial Information — Dividends.” There is no assurance that we will adopt
the same dividend policy as we have adopted in the past.

We have significant discretion as to how we will use the net proceeds of the Global Offering and
you may not necessarily agree with how we use them.

We plan to use the net proceeds from the Global Offering mainly to further develop our
business. See “Future Plans and Use of Proceeds — Use of Proceeds.” However, our
management will have discretion as to the actual utilization of our net proceeds. You are
entrusting your funds to our management, upon whose judgment you must depend, for the
specific uses we will make of the net proceeds from this Global Offering. Our management
may use the net proceeds from the Global Offering in ways you may not agree with or that do
not yield a favorable return to our Shareholders.
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Waivers have been granted from compliance with certain requirements of the Hong Kong Listing
Rules by the Hong Kong Stock Exchange. Shareholders will not have the benefit of the Hong
Kong Listing Rules that are so waived. These waivers could be revoked, exposing us and our
Shareholders to additional legal and compliance obligations.

We have applied for, and the Hong Kong Stock Exchange has granted to us, a number of
waivers from strict compliance with the Hong Kong Listing Rules. Please see “Waivers and
Consents from Strict Compliance with the Listing Rules” for further details. There is no
assurance that the Hong Kong Stock Exchange will not revoke any of these waivers granted or
impose certain conditions on any of these waivers. If any of these waivers were to be revoked
by the Hong Kong Stock Exchange or to be subject to certain conditions imposed by the Hong
Kong Stock Exchange, we may be subject to additional compliance obligations, incur
additional compliance costs and face uncertainties arising from issues of multi-jurisdictional
compliance, all of which could adversely affect us and our Shareholders.

FATCA withholding tax may be imposed on payments on the H Shares after 2018.

Provisions under the U.S. Internal Revenue Code of 1986, as amended (the “Code”) and
U.S. Treasury regulations promulgated thereunder commonly known as “FATCA,” impose a
30% withholding tax on certain “foreign passthru payments” made by a non-U.S. financial
institution (including an intermediary) that has entered into an agreement with the U.S.
Internal Revenue Service (the “IRS”) to perform certain diligence and reporting obligations
with respect to the financial institution’s U.S.-owned accounts (each such non-U.S. financial
institution, a “Participating Foreign Financial Institution”). If the Company or any
intermediary through which a holder may hold H Shares is or becomes a Participating Foreign
Financial Institution, this withholding may be imposed on payments on the H Shares to any
non-U.S. financial institution (including an intermediary) that is not a Participating Foreign
Financial Institution or is not otherwise exempt from FATCA and other holders who do not
provide sufficient identifying information to the payer, to the extent such payments are
considered “foreign passthru payments.” Under current guidance, the term “foreign passthru
payment” is not defined and it is therefore not clear whether or to what extent payments on the
H Shares would be considered foreign passthru payments. Withholding on foreign passthru
payments would not be required with respect to payments made before January 1, 2019.

The United States has entered into intergovernmental agreements with certain
jurisdictions (including an agreement in substance with the PRC) that modify the FATCA
withholding regime described above. It is not yet clear how the intergovernmental agreements
between the United States and these jurisdictions will address “foreign passthru payments”
and whether such agreements will require the Company or other financial institutions to
withhold or report on foreign passthru payments. Prospective investors should consult their
tax advisors regarding the consequences of FATCA, or any intergovernmental agreement or
non-U.S. legislation implementing FATCA, to their investment in H Shares.
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We may be deemed a “covered fund” under the Volcker Rule, which could result in reduced
interest in the H Shares from banking organizations, and could potentially reduce the liquidity of
the H Shares on the secondary market.

We may be deemed a “covered fund” within the meaning of Section 13 of the U.S. Bank
Holding Company Act of 1956, as codified by Section 619 of the Dodd-Frank Wall Street
Reform and Consumer Protection Act and the rules and regulations promulgated thereunder,
including the final rule adopted on December 10, 2013 by the Board of Governors of the
Federal Reserve System, the Office of the Comptroller of the Currency, the Federal Deposit
Insurance Corporation, the Securities and Exchange Commission and the Commodity Futures
Trading Commission, commonly known as the “Volcker Rule.” The Volcker Rule generally
prohibits, subject to certain exclusions or exemptions, investors that are “banking entities”
(generally defined in the Volcker Rule as (i) any insured depository institution, (ii) any
company that controls an insured depository institution, (iii) any non- U.S. banking
organization that has U.S. bank subsidiaries or operates branches, agencies or commercial
lending company subsidiaries in the United States), and any affiliate or subsidiary of these
types of entities, regardless of geographic location, from engaging in proprietary trading and
from acting as a sponsor to, or acquiring or retaining “ownership interests” (as defined in the
Volcker Rule) in, a “covered fund.” “Covered fund” is broadly defined in the Volcker Rule and
includes, among other things, any issuer that would be an “investment company” (as defined in
Section 3 of the U.S. Investment Company Act) but for the exemptions provided by Section
3(c)(1) or 3(c)(7) of the U.S. Investment Company Act.

As we may rely on the exemptions provided by Section 3(c)(7) of the U.S. Investment
Company Act, we may be deemed a “covered fund” for purposes of the Volcker Rule. In
addition, the H Shares may constitute “ownership interests” for the purposes of the Volcker
Rule. If we are deemed to be a “covered fund” and the H Shares are determined to be
“ownership interests”, then a banking entity would generally be prohibited from acquiring or
retaining the H Shares, unless such a banking entity could rely on an exclusion or exemption
from the Volcker Rule’s prohibitions. These limitations could result in some banking entities
being restricted in their ability to purchase the H Shares or prohibited from purchasing the H
Shares, which, in turn, could diminish the liquidity of the H Shares on the secondary market.
Investors that are banking entities (as defined in the Volcker Rule) should carefully review the
Volcker Rule and consult with their legal advisors about the potential impact of the Volcker
Rule on an investment in the H Shares.

Certain facts and statistics derived from government and third-party sources contained in this
prospectus may not be reliable.

We have derived certain facts and other statistics in this prospectus, particularly those
relating to PRC, PRC’s economy and the industry in which we operate, from information
provided by the PRC and other government agencies, industry associations, independent
research institutes or other third-party sources. While we have taken reasonable care in the
reproduction of the information, it has not been prepared or independently verified by us, the
underwriters or any of our or their respective affiliates or advisors and, therefore, there can be
no assurance as to the accuracy and reliability of such facts and statistics, which may not be
consistent with other information compiled inside or outside the PRC. Due to possibly flawed
or ineffective collection methods or discrepancies between published information and market
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practice and other problems, the statistics herein may be inaccurate or may not be comparable
to statistics produced for other economies and you should not place undue reliance on them.
Furthermore, there can be no assurance that they are stated or compiled on the same basis, or
with the same degree of accuracy, as similar statistics presented elsewhere. In all cases, you
should consider carefully how much weight or importance you should attach to or place on
such facts or statistics.

You should read the entire prospectus carefully, and we strongly caution you not to place any
reliance on any information contained in press articles or other media regarding us or the Global
Offering.

There had been, prior to the publication of this prospectus, and there may be, subsequent
to the date of this prospectus but prior to the completion of the Global Offering, press and
media coverage regarding us and the Global Offering, which contained, among other things,
certain financial information, projections, valuations and other forward-looking information
about us and the Global Offering. We have not authorized the disclosure of any such
information in the press or media and do not accept responsibility for the accuracy or
completeness of such press articles or other media coverage. We make no representations as to
the appropriateness, accuracy, completeness or reliability of any of the projections, valuations
or other forward-looking information about us. To the extent such statements are inconsistent
with, or conflict with, the information contained in this prospectus, we disclaim responsibility
for them. Accordingly, prospective investors are cautioned to make their investment decisions
on the basis of the information contained in this prospectus only and should not rely on any
other information.

You should rely solely upon the information contained in this prospectus, the Application
Forms and any formal announcements made by us in Hong Kong in making your investment
decision regarding our H Shares. We do not accept any responsibility for the accuracy or
completeness of any information reported by the press or other media, nor the fairness or
appropriateness of any forecasts, views or opinions expressed by the press or other media
regarding our H Shares, the Global Offering or us. We make no representation as to the
appropriateness, accuracy, completeness or reliability of any such data or publication.
Accordingly, prospective investors should not rely on any such information, reports or
publications in making their decisions as to whether to invest in our Global Offering. By
applying to purchase our H Shares in the Global Offering, you will be deemed to have agreed
that you will not rely on any information other than that contained in this prospectus and the
Application Forms.
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In preparation for the Global Offering, our Company has sought the following waivers
from strict compliance with the relevant provisions of the Listing Rules.

WAIVER IN RELATION TO MANAGEMENT PRESENCE IN HONG KONG

Pursuant to Rules 8.12 and 19A.15 of the Listing Rules, we must have sufficient
management presence in Hong Kong. This normally means that at least two of our executive
Directors must be ordinarily resident in Hong Kong.

Since most of the business operations of our Company and our subsidiaries are managed
and conducted in the PRC, and both of our executive Directors ordinarily reside in the PRC,
we do not and, for the foreseeable future, will not contemplate that we will have sufficient
management presence in Hong Kong for the purpose of satisfying the requirements under
Rules 8.12 and 19A.15 of the Listing Rules.

Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange has
granted us, a waiver from strict compliance with the requirements under Rules 8.12 and
19A.15 of the Listing Rules, subject to the following conditions. In order to maintain effective
communication with the Stock Exchange, we will put in place the following measures between
the Stock Exchange and us:

1. We have appointed Mr. Wang Changqing and Mr. Qi Liang as our authorized
representatives (“Authorized Representatives”) for the purpose of Rules 3.05 and
19A.07 of the Listing Rules, and have appointed Mr. Wang Guangxue (“Mr.
Wang”), as the alternate authorized representative. The Authorized Representatives
will act as our Company’s principal channel of communication with the Stock
Exchange. The Authorized Representatives will be readily contactable by phone,
facsimile and email to promptly deal with enquiries from the Stock Exchange, and
will also be available to meet with the Stock Exchange to discuss any matters within
a reasonable period of time upon request of the Stock Exchange;

2. When the Stock Exchange wishes to contact the Directors on any matter, each of the
Authorized Representatives will have all necessary means to contact all of our
Directors (including our independent non-executive Directors) and senior
management team promptly at all times. Our Company will also inform the Stock
Exchange promptly in respect of any changes in the Authorized Representatives. We
have provided the Stock Exchange with the contact details (i.e. mobile phone
number, office phone number, fax number and email address) of each Director to
facilitate communication with the Stock Exchange;

3. In addition to the appointment of the Authorized Representatives, Ms. Wong Wai
Ling (“Ms. Wong”), as one of our joint company secretaries and a Hong Kong
resident, will, among other things, act as our Company’s additional channel of
communication with the Stock Exchange and be able to answer queries from the
Stock Exchange. Ms. Wong will maintain in contact with our Directors and senior
management through various means, including regular meetings and telephone
discussions whenever necessary;
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4. Each Director who does not ordinarily reside in Hong Kong possesses or can apply
for valid travel documents to visit Hong Kong and can meet with the Stock
Exchange within a reasonable period;

5. We have appointed China Securities (International) Corporate Finance Company
Limited and ABCI Capital Limited as our joint compliance advisors (the “Joint
Compliance Advisors™) upon listing pursuant to Rule 3A.19 of the Listing Rules for
a period commencing on the Listing Date and ending on the date on which we
comply with Rule 13.46 of the Listing Rules in respect of our financial results for
the first full financial year commencing after the Listing Date. The Joint
Compliance Advisors will have access at all times to our Authorized
Representatives, the Directors and other senior management and act as the
additional channel of communication with the Stock Exchange when the Authorized
Representatives are not available; and

6. We have provided the Stock Exchange with the names, mobile phone numbers, office
phone numbers, fax numbers and email addresses of at least two of the Joint
Compliance Advisors’ officers who will act as the Joint Compliance Advisors’
contact persons between the Stock Exchange and the Company pursuant to Rule
19A.06(4) of the Listing Rules.

Pursuant to Rule 19A.05(2) of the Listing Rules, we shall ensure that the Joint
Compliance Advisors will have access at all times to our Authorized Representatives, our
Directors and other officers. We shall also ensure that such persons will promptly provide such
information and assistance as the Joint Compliance Advisors may need or may reasonably
request in connection with the performance of the Joint Compliance Advisors’ duties as set
forth in Chapter 3A and Rule 19A.06 of the Listing Rules. We shall ensure that there are
adequate and efficient means of communication among our Company, our Authorized
Representatives, our Directors, and other officers and the Joint Compliance Advisors, and will
keep the Joint Compliance Advisors fully informed of all communications and dealings
between us and the Stock Exchange.

WAIVER IN RESPECT OF APPOINTMENT OF JOINT COMPANY SECRETARIES

Pursuant to Rules 3.28 and 8.17 of the Listing Rules, we must appoint a company
secretary who, by virtue of his/her academic or professional qualifications or relevant
experience, is, in the opinion of the Stock Exchange, capable of discharging the functions of
the company secretary. Note 1 to Rule 3.28 of the Listing Rules further provides that the
Stock Exchange considers the following academic or professional qualifications to be
acceptable:

(a) a member of The Hong Kong Institute of Chartered Secretaries;

(b) a solicitor or barrister as defined in the Legal Practitioners Ordinance (Chapter 159
of the Laws of Hong Kong; and

(c) a certified public accountant as defined in the Professional Accountants Ordinance
(Chapter 50 of the Laws of Hong Kong).
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In assessing the “relevant experience,” the Stock Exchange will consider the individual’s:
(1) length of employment with the issuer and other issuers and the roles he/she played;

(i1) familiarity with the Listing Rules and other relevant laws and regulations including
the SFO, the Companies Ordinance, the Companies (Winding Up and Miscellaneous
Provisions) Ordinance and the Takeovers Code;

(ii1) relevant training taken and/or to be taken in addition to the minimum requirement
under Rule 3.29 of the Listing Rules; and

(iv) professional qualifications in other jurisdictions.

Our Company has appointed Mr. Wang as one of the joint company secretaries. He has
extensive experience in board and corporate management matters but presently does not
possess any of the qualifications under Rules 3.28 and 8.17 of the Listing Rules, and may not
be able to solely fulfill the requirements of the Listing Rules. Therefore, we have appointed
Ms. Wong, an associate of The Hong Kong Institute of Chartered Secretaries and The
Institute of Chartered Secretaries and Administrators in the United Kingdom, who fully
meets the requirements stipulated under Rules 3.28 and 8.17 of the Listing Rules to act as the
other joint company secretary and to provide assistance to Mr. Wang for an initial period of
three years from the Listing Date to enable Mr. Wang to acquire the “relevant experience”
under Note (2) to Rule 3.28 of the Listing Rules so as to fully comply with the requirements
set forth under Rules 3.28 and 8.17 of the Listing Rules.

Ms. Wong will work closely with Mr. Wang to jointly discharge the duties and
responsibilities as company secretary and assist Mr. Wang to acquire the relevant experience
as required under Rules 3.28 and 8.17 of the Listing Rules. Mr. Wang will also be assisted by
(a) the Joint Compliance Advisors of the Company for the first full financial year from the
Listing Date, particularly in relation to Hong Kong corporate governance practices and
compliance issues; and (b) the Hong Kong legal advisors of the Company, on matters
concerning the Company’s ongoing compliance with the Listing Rules and the applicable laws
and regulations. In addition, Mr. Wang will endeavor to attend relevant trainings and
familiarize himself with the Listing Rules and duties required for a company secretary of a
PRC issuer listed on the Stock Exchange.

We have applied to the Stock Exchange for, and the Stock Exchange has granted us, a
waiver from strict compliance with the requirements of Rules 3.28 and 8.17 of the Listing
Rules. The waiver is valid for an initial period of three years from the Listing Date, and is
granted on the condition that we engage Ms. Wong, who possesses all the requisite
qualifications required under Rule 3.28 of the Listing Rules, to assist Mr. Wang in discharging
his duties as a joint company secretary and in gaining the “relevant experience” as required
under Note 2 to Rule 3.28 of the Listing Rules.
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Upon the expiration of the initial three-year period, the qualifications of Mr. Wang will
be re-evaluated to determine whether the requirements as stipulated in Rules 3.28 and 8.17 of
the Listing Rules can be satisfied and whether the need for ongoing assistance will continue. In
the event Mr. Wang fulfills all the requirements stipulated at the end of the initial three-year
period, the above joint company secretary arrangement would no longer be necessary for our
Company.

WAIVER IN RESPECT OF PUBLIC FLOAT REQUIREMENTS

Rule 8.08(1)(a) of the Listing Rules requires that there shall be an open market for the
securities for which listing is sought, and that a sufficient public float of an issuer’s listed
securities shall be maintained. Generally, at least 25% of the issuer’s total issued share capital
must at all times be held by the public. Pursuant to Rule 8.08(1)(d) of the Listing Rules, the
Stock Exchange may, subject to certain conditions and at its discretion, accept a lower
percentage of public float between 15% and 25% in the case of issuers with an expected market
capitalization at the time of listing of over HK$10 billion.

Based on the minimum Offer Price HKS$6.36 and assuming no exercise of the
Over-allotment Option, we expected that our market capitalization will be not less than
approximately HK$10 billion. We have applied to the Hong Kong Stock Exchange, and the
Hong Kong Stock Exchange has granted us, a waiver from strict compliance with the
requirements of Rule 8.08(1)(a) of the Hong Kong Listing Rules. Therefore, the minimum
public float of the Company shall be the highest of (1) 15% of the total issued share capital of
the Company; (2) such percentage of H Shares to be held by the public immediately after the
completion of the Global Offering (assuming that the Over-allotment Option is not exercised);
and (3) such percentage of H Shares to be held by the public immediately after the completion
of the Global Offering (as increased by the H Shares to be issued upon any exercise of the
Over-allotment Option).

In order to support the application of this waiver, our Company has confirmed to the
Hong Kong Stock Exchange that:

(a) the Company will have an expected market capitalization at the time of Listing of
over HK$10 billion;

(b) the quantity and scale of the issued securities would enable the market to operate
properly with a lower percentage of public float;

(c) our Company will make appropriate disclosure of the lower percentage of public
float required by the Hong Kong Stock Exchange in the prospectus; and

(d) our Company will confirm sufficiency of public float in the successive annual
reports of the Company after the Listing.
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WAIVER IN RESPECT OF THE CLAWBACK MECHANISM UNDER PARAGRAPH 4.2
OF PRACTICE NOTE 18 OF THE LISTING RULES

We have applied to the Stock Exchange for, and the Stock Exchange has granted, a waiver
from strict compliance with Paragraph 4.2 of Practice Note 18 of the Listing Rules such that,
in the event of over-applications in the Hong Kong Public Offering, the Joint Representatives
will apply an alternative clawback mechanism following the closing of the application lists.
For further information, please refer to the section headed “Structure of the Global Offering
— The Hong Kong Public Offering — Reallocation and Clawback” in this prospectus.

ALLOCATION OF H SHARES TO THREE CLOSE ASSOCIATES OF AN EXISTING
SHAREHOLDER UNDER PARAGRAPH 5(2) OF APPENDIX 6 TO THE HONG KONG
LISTING RULES

Paragraph 5(2) of Appendix 6 to the Listing Rules provides that, unless with the prior
written consent of the Stock Exchange, no allocations will be permitted to directors or
existing shareholders of the applicant or their close associates, whether in their own names or
through nominees unless the conditions set out in Rules 10.03 and 10.04 of the Hong Kong
Listing Rules are fulfilled.

Rule 10.04 of the Listing Rules provides that a person who is an existing shareholder of
the issuer may only subscribe for or purchase any securities for which listing is sought which
are being marketed by or on behalf of a new applicant either in his or its own name or through
nominees if the conditions in Rules 10.03(1) and (2) of the Hong Kong Listing Rules are
fulfilled.

The conditions in Rules 10.03(1) and (2) of the Listing Rules are as follows: (i) no
securities are offered to the existing shareholders on a preferential basis and no preferential
treatment is given to them in the allocation of the securities; and (ii) the minimum prescribed
percentage of public shareholders required by Rule 8.08(1) of the Hong Kong Listing Rules is
achieved.

We have applied to the Stock Exchange for, and the Stock Exchange has granted us,
consents under Paragraph 5(2) of Appendix 6 to the Hong Kong Listing Rules to permit the
Company to allocate H Shares in the International Offering to Beijing Shunlong Investment
and Development Fund (Limited Partnership), Beijing Xianglong Assets Management Co.,
Ltd and Beijing Capital Development Asset Management, which are close associates of
BSCOMC under the Listing Rules, on the conditions above. For further information, please
refer to the section headed “Cornerstone Investors” in this prospectus.
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DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus, for which our Directors collectively and individually accept full
responsibility, includes particulars given in compliance with the Companies (Winding Up and
Miscellaneous Provisions) Ordinance, the Securities and Futures (Stock Market Listing) Rules
(Chapter 571V of the Laws of Hong Kong) and the Listing Rules for the purpose of giving our
information to the public with regard to the Company. Our Directors, having made all
reasonable enquiries confirm that, to the best of their knowledge and belief, the information
contained in this prospectus is accurate and complete in all material respects and not
misleading or deceptive, and there are no other facts the omission of which would make any
statement set out in this prospectus misleading.

CSRC APPROVAL

The CSRC issued an approval letter on November 3, 2016 for our Global Offering and
application to list the H Shares on the Hong Kong Stock Exchange. In granting such approval,
neither the CSRC accepts any responsibility for our financial soundness, nor do they accept
any responsibility for the accuracy of any of the statements made or opinions expressed in this
prospectus or in the Application Forms.

THE HONG KONG PUBLIC OFFERING AND THIS PROSPECTUS

This prospectus is published solely in connection with the Hong Kong Public Offering,
which forms part of the Global Offering. Neither the delivery of this prospectus nor any
offering, sale or delivery made in connection with shares should, under any circumstances,
represent that there has been no change or development reasonably likely to involve a change
in our affairs since the date of this prospectus or imply that the information contained in this
prospectus is correct as of any date subsequent to the date of such information.

For applicants under the Hong Kong Public Offering, this prospectus and the
Application Forms set out the terms and conditions of the Hong Kong Public Offering.

The Hong Kong Offer Shares are offered for subscription or sale solely on the basis of
the information contained and representations made in this prospectus and the Application
Forms, and on the terms and subject to the conditions set out herein and therein. No person is
authorized to give any information in connection with the Global Offering or to make any
representation not contained in this prospectus, and any information or representation not
contained herein must not be relied upon as having been authorized by our Company, the
Selling Shareholders, the Joint Sponsors, the Joint Representatives, the Joint Global
Coordinators, the Joint Bookrunners, the Underwriters, any of their respective directors,
agents, employees or advisors or any other party involved in the Global Offering.

OFFER SHARES FULLY UNDERWRITTEN

The listing of our H Shares on the Hong Kong Stock Exchange is sponsored by the Joint
Sponsors. The Global Offering is managed by the Joint Representatives. The Hong Kong
Public Offering is fully underwritten by the Hong Kong Underwriters listed in the section
headed “Underwriting” and is subject to the Hong Kong Underwriting Agreement between us
and the Joint Representatives (for themselves and on behalf of, among others, the Joint
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Bookrunners and the Hong Kong Underwriters) and the Offer Price to be agreed on the Price
Determination Date. The International Offering is expected to be fully underwritten by the
International Underwriters pursuant to the International Underwriting Agreement.

If, for any reason, the Offer Price is not agreed among us (for ourselves and on behalf of
the Selling Shareholders) and the Joint Representatives (for themselves and on behalf of,
among others, the Joint Bookrunners and the Underwriters) on or before December 4, 2016,
the Global Offering will not proceed and will lapse. For full information about the
Underwriters and the underwriting arrangements, please see the section headed
“Underwriting” in this prospectus.

PROCEDURES FOR APPLICATION FOR HONG KONG OFFER SHARES

The procedures for applying for Hong Kong Offer Shares are set out in the section
headed “How to Apply for Hong Kong Offer Shares” and on the relevant Application Forms.

STRUCTURE OF THE GLOBAL OFFERING

Details of the structure of the Global Offering, including its conditions, are set out in the
section headed “Structure of the Global Offering” in this prospectus.

OVER-ALLOTMENT OPTION AND STABILIZATION

In connection with the Global Offering, the Stabilizing Manager or any person acting for
it may over-allot H Shares or effect any other transactions with a view to stabilizing and
maintaining the market price of the Offer Shares at a level higher than that which might
otherwise prevail for a limited period after the Listing Date. However, there is no obligation
on the Stabilizing Manager or any person acting for it to conduct any such stabilizing action.

In connection with the Global Offering, our Company and the Selling Shareholders are
expected to grant to the International Underwriters the Over-allotment Option, which is
exercisable in full or in part by the Joint Representatives (on behalf of the International
Underwriters) no later than 30 days after the last day for lodging applications under the Hong
Kong Public Offering. Pursuant to the Over-allotment Option, our Company and the Selling
Shareholders may be required to issue or sell at the Offer Price up to an aggregate of
additional 169,543.500 H Shares, representing approximately 15.0% of the total number of H
Shares initially available under the Global Offering to, among other things, cover
over-allotment in the Global Offering, if any.

Details of the arrangements relating to the Over-allotment Option and stabilization are
set out in the section headed “Structure of the Global Offering” in this prospectus.

RESTRICTIONS ON OFFER AND SALE OF H SHARES

Each person acquiring the Hong Kong Offer Shares under the Hong Kong Public
Offering will be required to, or be deemed by his/her/its acquisition of the Hong Kong Offer
Shares to, confirm that he/she/it is aware of the restrictions on offers and sales of the Hong
Kong Offer Shares described in this prospectus and the Application Forms.
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No action has been taken to permit a public offering of the H Shares in any jurisdiction
other than Hong Kong, or the distribution of this prospectus and/or the Application Forms in
any jurisdiction other than Hong Kong. Accordingly, this prospectus and/or the Application
Forms may not be used for the purpose of, and does not constitute, an offer or invitation in
any jurisdiction or in any circumstances in which such an offer or invitation is not authorized
or to any person to whom it is unlawful to make such an offer or invitation. The distribution
of this prospectus and/or the Application Forms and the offering and sales of the Offer Shares
in other jurisdictions are subject to restrictions and may not be made except as permitted
under the applicable securities laws of such jurisdictions pursuant to registration with or
authorization by the relevant securities regulatory authorities or an exemption therefrom. In
particular, the Offer Shares have not been publicly offered or sold, directly or indirectly, in the
PRC or the U.S.

APPLICATION FOR LISTING OF THE H SHARES ON THE HONG KONG STOCK
EXCHANGE

We have applied to the Listing Committee of the Hong Kong Stock Exchange for the
granting of listing of, and permission to deal in, our H Shares to be issued pursuant to (i) the
Global Offering (including any additional H Shares which may be issued or sold pursuant to
the exercise of the Over-allotment Option) and (ii) the H Shares to be converted from the
Domestic Shares and transferred to NSSF pursuant to the relevant PRC regulations relating
to reduction of state-owned shares.

Under section 44B(1) of the Companies (Winding Up and Miscellaneous Provisions)
Ordinance, if the permission for the H Shares to be listed the Hong Kong Stock Exchange
pursuant to this prospectus has been refused before the expiration of three weeks from the
date of the closing of the Global Offering or such longer period not exceeding six weeks as
may, within the said three weeks, be notified to us by or on behalf of the Hong Kong Stock
Exchange, then any allotment made on an application in pursuance of this prospectus shall,
whenever made, be void.

COMMENCEMENT OF DEALING IN THE H SHARES

Dealings in the H Shares on the Hong Kong Stock Exchange are expected to commence
at 9:00 a.m. on December 9, 2016. Except for our application to the Hong Kong Stock
Exchange for the listing of, and permission to deal in, the H Shares, no part of our share or
loan capital is listed on or dealt in on the Hong Kong Stock Exchange or any other stock
exchange and, saved as disclosed in the “Share Capital” section of this prospectus, no such
listing or permission to list is being or proposed to be sought in the near future.

H SHARE REGISTER AND STAMP DUTY
All of the Offering Shares will be registered on the H Share register of members of our
Company maintained by our H Share Registrar, Computershare Hong Kong Investor Services

Limited, in Hong Kong. Our register of members will also be maintained by us at our legal
address in the PRC.
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Dealings in the H Shares registered on the H Share register of members of our Company
in Hong Kong will be subject to Hong Kong stamp duty. The stamp duty is charged to each of
the seller and purchaser at the ad valorem rate of 0.1% of the consideration for, or (if greater)
the value of, the H Shares transferred. In other words, a total of 0.2% is currently payable on a
typical sale and purchase transaction of the H Shares. In addition, a fixed duty of HKS$5 is
charged on each instrument of transfer (if required).

Unless determined otherwise by the Company, dividends payable in respect of our H
Shares will be paid to the Shareholders listed on the H Share register of our Company in
Hong Kong, by ordinary post, at the Shareholders’ risk, to the registered address of each
Shareholder of the Company.

REGISTRATION OF SUBSCRIPTION, PURCHASE AND TRANSFER OF H SHARES

We have instructed the H Share Registrar, and the H Share Registrar has agreed, not to
register the subscription, purchase or transfer of any H Shares in the name of any particular
holder unless the holder delivers a signed form to the H Share Registrar in respect of those H
Shares bearing statements to the effect that the holder:

(1) agrees with us and each of our Shareholders, and we agree with each Shareholder, to
observe and comply with the PRC Company Law, the Companies Ordinance, the
Companies (Winding Up and Miscellaneous Provisions) Ordinance, the Special
Regulations and our Articles of Association;

(i) agrees with us, each of our Shareholders, Directors, Supervisors, managers and
officers, and we, acting for ourselves and for each of our Directors, Supervisors,
managers and officers agree with each Shareholder, to refer all differences and
claims arising from our Articles of Association or any rights or obligations
conferred or imposed by the PRC Company Law or other relevant laws and
administrative regulations concerning our affairs to arbitration in accordance with
our Articles of Association, and any reference to arbitration shall be deemed to
authorize the arbitration tribunal to conduct hearings in open session and to
publish its award, which shall be final and conclusive;

(iii) agrees with us and each of our Shareholders that our H Shares are freely
transferable by the H Shares holders thereof; and

(iv) authorizes us to enter into a contract on his/her/its behalf with each of our
Directors, Supervisors, managers and officers whereby such Directors, Supervisors,
managers and officers undertake to observe and comply with their obligations to
our Shareholders as stipulated in our Articles of Association.

Persons applying for or purchasing H Shares under the Global Offering are deemed, by
their making an application or purchase, to have represented that they are not close associates
(as defined in the Hong Kong Listing Rules) of any of the Directors of the Company or an
existing Shareholder of the Company or a nominee of any of the foregoing.
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H SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of listing of, and permission to deal in, the H Shares on the Hong
Kong Stock Exchange and our compliance with the stock admission requirements of HKSCC,
the H Shares will be accepted as eligible securities by HKSCC for deposit, clearance and
settlement in CCASS with effect from the Listing Date or any other date as determined by
HKSCC. Settlement of transactions between Exchange Participants (as defined in the Listing
Rules) is required to take place in CCASS on the second Business Day after any trading day.
All activities under CCASS are subject to the General Rules of CCASS and CCASS
Operational Procedures in effect from time to time. Investors should seek the advice of their
stockbroker or other professional advisor for details of the settlement arrangements as such
arrangements may affect their rights and interests. All necessary arrangements have been made
enabling the H Shares to be admitted into CCASS.

PROFESSIONAL TAX ADVICE RECOMMENDED

Potential investors in the Global Offering are recommended to consult their professional
advisors as to the taxation implications of subscribing for, purchasing, holding or disposal of,
and/or dealing in the H Shares or exercising rights attached to them. None of us, the Selling
Shareholders, the Joint Sponsors, the Joint Representatives, the Joint Global Coordinators,
the Joint Bookrunners, the Underwriters, any of their respective directors, officers, employees,
agents or representatives or any other person or party involved in the Global Offering accepts
responsibility for any tax effects on, or liabilities of, any person resulting from the
subscription, purchase, holding, disposition of, or dealing in, or the exercise of any rights in
relation to, the H Shares.

EXCHANGE RATE CONVERSION

Unless otherwise specified, amounts denominated in Renminbi and US dollars have been
converted, for the purpose of illustration only, into Hong Kong dollars in this prospectus at
the following rates:

. RMBO0.88932 to HK$1.00 (being the prevailing exchange rate on November 21, 2016
set by the PBOC)

. HK$7.7572 to US$1.00 (being the exchange rate in effect on November 18, 2016 as
set forth in the H.10 weekly statistical release of the Board of Governors of the
Federal Reserve System of the United States on November 21, 2016)

No representation is made that any amounts in Renminbi, Hong Kong dollars or US

dollars can be or could have been at the relevant dates converted at the above rates or any
other rates or at all.
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LANGUAGE

If there is any inconsistency between this prospectus and the Chinese translation of this
prospectus, this prospectus shall prevail. Provided, however, that translated English names of
Chinese laws and regulations, governmental authorities, departments, entities (including our
subsidiary), institutions, natural persons, facilities, certificates, titles and the like included in
this prospectus and for which no official English translation exists are unofficial translations
for identification purposes only. In the event of such inconsistency, the Chinese name prevails.

ROUNDING

Any discrepancies in any table or chart between totals and sums of amounts listed therein
are due to rounding.

INFORMATION AND STATISTICS RELATING TO OUR INDUSTRY RANKING

This prospectus contains certain industry ranking information and statistics about our
various business lines. These industry ranking information and statistics are based on data
from Wind Info, Dealogic and certain publicly available government sources. Unless otherwise
expressly specified, all the industry rankings are rankings for the PRC securities industry. For
more details, please see “Industry Overview.”
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DIRECTORS, SUPERVISORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

DIRECTORS

Name Address Nationality

Mr. Wang Changqing (£ % ) Yard 3, Ganhua Hutong Chinese
Xicheng District
Beijing, PRC

Mr. Yu Zhongfu (T {4#) 50-504 Haite Garden Chinese
Shijingshan District
Beijing, PRC

Ms. Hu Donghui (#4<##) No. 601, Door 3, Building 5 Chinese
District 2, Shuangyushu South Lane
Haidian District
Beijing, PRC

Mr. Qi Liang (7%5%) 1506-3, Building 2 Chinese
District 1, Fangchengyuan
Fengtai District
Beijing, PRC

Mr. Wang Chenyang (£ /=%) No. 704, Unit 2, Building 8 Chinese
Dongzhimennan Avenue
Dongcheng District
Beijing, PRC

Mr. Wang Shouye (£ 5F3) No. 25, Qinghe Zhufangxiyao Chinese
Haidian District
Beijing, PRC

Mr. Liu Dingping (2T °F) No. 28, West Chang’an Street Chinese
Xicheng District
Beijing, PRC

Ms. Wang Shumin (F #U#) 35-1-5 Sanlihe 3rd Court Chinese
Xicheng District
Beijing, PRC

Mr. Qiu Jianyang (ER &%) 6-401, Floor 2 Debaoxinyuan Chinese
Xicheng District
Beijing, PRC

Mr. Feng Genfu ({5 4#) No. 1, Floor 5, Unit 1, Building 18 Chinese
No. 105 South Cuihua Road
Yanta District
Xi’an, Shaanxi, PRC
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DIRECTORS, SUPERVISORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

Name

Address

Nationality

Ms. Zhu Shengqin (K2 %)

Mr. Dai Deming (& HH)

Mr. Bai Jianjun (F #5)

Mr. Liu Qiao (#/fH)

SUPERVISORS

Name

Flat C, 16/F
Axeford Villa
3 Sands Street
Hong Kong

12D, Unit 2, Floor 11, Building 2

Landianchang Shiyuyuan
Haidian District
Beijing, PRC

No. 1306, Building 24
No. 15 Xueyuan Road
Haidian District
Beijing, PRC

3-25D, Yard 6

Chaoyang Park South Road
Chaoyang District

Beijing, PRC

Address

Chinese

Hong Kong

Chinese

Chinese

Chinese
Hong Kong

Nationality

Mr. Li Shihua (2= 1 3)

Ms. Wang Jing (£ 3)

Ms. Ai Bo (3Li%)

Mr. Liu Hui (%/##)

Ms. Lu Ya (FE50)

No. 1601, Building 2, Yard 6
Xinghua Road

Dongcheng District

Beijing, PRC

No. 601, Building 12, Yard 20
Chegongzhuang West Road
Haidian District

Beijing, PRC

No. 156 Jinshifang Street
Xicheng District
Beijing, PRC

A25 Jinrong Avenue
Xicheng District
Beijing, PRC

No. 1207, Building 4, Yard 8
Weigongcun Road

Haidian District

Beijing, PRC
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DIRECTORS, SUPERVISORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

Name Address Nationality

Mr. Wu Lili (%57 77) No. 292 Guloudong Avenue Chinese
Dongcheng District
Beijing, PRC

Further information is disclosed in the section headed “Directors, Supervisors and
Senior Management” of this prospectus.

PARTIES INVOLVED IN THE GLOBAL OFFERING

Joint Sponsors China Securities (International) Corporate
Finance Company Limited
18/F, Two Exchange Square
Central, Hong Kong

UBS Securities Hong Kong Limited
42/F, One Exchange Square

8 Connaught Place

Central, Hong Kong

ABCI Capital Limited

10/F, Agricultural Bank of China Tower
50 Connaught Road Central

Hong Kong

Joint Global Coordinators China Securities (International) Corporate
Finance Company Limited
18/F, Two Exchange Square
8 Connaught Place
Central, Hong Kong

UBS AG Hong Kong Branch

52/F, Two International Finance Centre
8 Finance Street

Central, Hong Kong

ABCI Capital Limited

10/F, Agricultural Bank of China Tower
50 Connaught Road Central

Hong Kong

ICBC International Capital Limited
37/F, ICBC Tower

3 Garden Road

Hong Kong

— 88 —



DIRECTORS, SUPERVISORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

BOCI Asia Limited

26/F, Bank of China Tower
1 Garden Road

Central, Hong Kong

BOCOM International Securities Limited
9th Floor, Man Yee Building

68 Des Voeux Road Central

Hong Kong

CCB International Capital Limited
12/F, CCB Tower

3 Connaught Road Central

Hong Kong

Deutsche Bank AG, Hong Kong Branch
52/F, International Commerce Centre
1 Austin Road West

Kowloon, Hong Kong

SPDB International Capital Limited
Room 1005B-06A

10/F, Bank of America Tower

12 Harcourt Road

Central, Hong Kong

CMB International Capital Limited

Units 1803-04, 18/F, Bank of America Tower
12 Harcourt Road

Central, Hong Kong

Joint Bookrunners In relation to the Hong Kong Public Offering and
International Offering

China Securities (International) Corporate
Finance Company Limited

18/F, Two Exchange Square

8 Connaught Place

Central, Hong Kong

UBS AG Hong Kong Branch

52/F, Two International Finance Centre
8 Finance Street

Central, Hong Kong

ABCI Capital Limited

10/F, Agricultural Bank of China Tower
50 Connaught Road Central

Hong Kong
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ICBC International Capital Limited
37/F, ICBC Tower

3 Garden Road

Hong Kong

BOCI Asia Limited

26/F, Bank of China Tower
1 Garden Road

Central, Hong Kong

BOCOM International Securities Limited
9th Floor, Man Yee Building

68 Des Voeux Road Central

Hong Kong

CCB International Capital Limited
12/F, CCB Tower

3 Connaught Road Central

Hong Kong

Deutsche Bank AG, Hong Kong Branch
52/F, International Commerce Centre
1 Austin Road West

Kowloon, Hong Kong

SPDB International Capital Limited
Room 1005B-06A

10/F, Bank of America Tower

12 Harcourt Road

Central, Hong Kong

CMB International Capital Limited

Units 1803-04, 18/F, Bank of America Tower
12 Harcourt Road

Central, Hong Kong

China Galaxy International Securities (Hong
Kong) Co., Limited

Units 3501-7 & 3513-14

35/F, Cosco Tower

183 Queen’s Road Central

Hong Kong

China Merchants Securities (HK) Co., Limited

48/F, One Exchange Square
Central, Hong Kong
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China Everbright Securities (HK) Limited
24/F, Lee Garden One

33 Hysan Avenue

Causeway Bay, Hong Kong

Haitong International Securities Company
Limited

22/F, Li Po Chun Chambers

189 Des Voeux Road Central

Hong Kong

GF Securities (Hong Kong) Brokerage Limited
29-30/F, Li Po Chun Chambers

189 Des Voeux Road Central

Hong Kong

SSIF Securities Limited

Unit A, 29/F, Tower 1, Admiralty Center
18 Harcourt Road

Admiralty, Hong Kong

Guotai Junan Securities (Hong Kong) Limited
27/F, Low Block, Grand Millennium Plaza
181 Queen’s Road Central

Hong Kong

Zhongtai International Securities Limited
7th Floor, Li Po Chun Chambers

189 Des Voeux Road Central

Hong Kong

Guosen Securities (HK) Capital Company Limited
42/F, Two International Finance Centre

8 Finance Street

Central, Hong Kong

Dongxing Securities (Hong Kong) Company
Limited

6805-6806A, International Commerce Centre
1 Austin Road West

Kowloon, Hong Kong
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Financial Advisor Daiwa Capital Markets Hong Kong Limited
Level 28 One Pacific Place
88 Queensway
Hong Kong

Legal Advisors to our Company As to Hong Kong and United States laws
Davis Polk & Wardwell
18th Floor, The Hong Kong Club Building
3A Chater Road
Hong Kong

As to PRC law

Tian Yuan Law Firm

10/F, China Pacific Insurance Plaza
28 Fengsheng Hutong

Xicheng District

Beijing, PRC

Legal Advisors to the Joint Sponsors As to Hong Kong and United States laws
and the Underwriters Clifford Chance
27th Floor, Jardine House
One Connaught Place
Central, Hong Kong

As to PRC law

King & Wood Mallesons
40th Floor, Office Tower A,
Beijing Fortune Plaza

7 Dongsanhuan Zhonglu
Chaoyang District

Beijing, PRC

Reporting Accountant PricewaterhouseCoopers
Certified Public Accountants
22/F, Prince’s Building
Central, Hong Kong

Joint Compliance Advisors China Securities (International) Corporate
Finance Company Limited
18/F, Two Exchange Square
Central, Hong Kong

ABCI Capital Limited

10/F, Agricultural Bank of China Tower
50 Connaught Road Central

Hong Kong
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Receiving Banks Bank of China (Hong Kong) Limited
1 Garden Road
Hong Kong

Bank of Communications Co., Ltd. Hong Kong
Branch

20 Pedder Street

Central, Hong Kong

Industrial and Commercial Bank of China (Asia)
Limited

33/F, ICBC Tower

3 Garden Road

Central

Hong Kong

China CITIC Bank International Limited
61-65 Des Voeux Road Central
Hong Kong

Wing Lung Bank Limited
Wing Lung Bank Building
45 Des Voeux Road Central
Hong Kong
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Headquarters and Principal Place of
Business in the PRC
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Hong Kong

Company’s Website

Joint Company Secretaries

Authorized Representatives

Development Strategy Committee

Unit 4, No. 66 Anli Road
Chaoyang District
Beijing

PRC

No. 188 Chaonei Avenue
Dongcheng District
Beijing

PRC

18/F, Two Exchange Square
Central, Hong Kong

www.csc108.com
(information contained in this website does not
form part of this prospectus)

Mr. Wang Guangxue
No. 188 Chaonei Avenue
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PRC

Ms. Wong Wai Ling (ACIS, ACS)
18/F, Tesbury Centre
28 Queen’s Road East
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Limited
Beijing Dongcheng Branch
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This section contains information and statistics of the industry in which we operate. We
have extracted and derived such information and statistics from various official or publicly
available sources. In addition to statistics, market share information and industry data derived
from publicly available government sources, the information and data contained in this section
are derived from Wind Info and Dealogic. Wind Info is an integrated service provider of
financial data, information and software that caters to the Chinese domestic market.
Historical data provided by Wind Info are collected by Wind Info independently from various
public sources, including, among others, the industry associations, the Shanghai Stock
Exchange and the Shenzhen Stock Exchange. Dealogic is an international financial data and
information provider. The database of Dealogic encompasses information on equity and debt
capital markets, syndicated lending, M&A transactions and institutional investors. The
information provided by Wind Info and Dealogic is not prepared by us, the Selling
Shareholders, or the Joint Sponsors, and it can be accessed by any person who is a subscriber
of Wind Info and Dealogic. We did not commission such institutions to provide the
information and data presented.

We believe that the sources of the information as stated above are appropriate and have
exercised reasonable care in extracting and reproducing such information. We have no reason
to believe that the information is false or materially misleading or that any fact has been
omitted that would render the information false or materially misleading. None of us, the
Selling Shareholders, the Joint Sponsors, Joint Representatives, Joint Global Coordinators,
Joint Bookrunners, Underwriters, any of their respective directors, management, employees,
advisors, agents or representatives, or any of other parties involved in the Global Offering has
independently verified the information, or made any representation as to its accuracy. The
information may not be consistent with, and may not have been compiled with the same degree
of accuracy or completeness as, other information compiled within or outside China.
Accordingly, the information contained in this section, which is derived from official
government or other third party sources, may not be accurate and should not be unduly relied
upon.

OVERVIEW OF THE PRC ECONOMY

China is currently the world’s second largest economy. In 2015, China maintained steady
economic growth, with its nominal GDP reaching RMB68.6 trillion, according to the NBSC.
China’s nominal GDP grew at a CAGR of 7.3% from 2013 to 2015. As the PRC economy
continued to grow, the living standards of Chinese citizens have improved, and their wealth
has steadily grown. From 2013 to 2015, the per capita disposable income of Chinese urban
households grew at a CAGR of 7.6% from RMB26,955 to RMB31,195.

China’s economy has entered a “New Normal” phase of development after 30 years of
rapid economic growth. China’s real GDP growth rate has slowed from 7.3% in 2014 to 6.9%
in 2015, and from 7.0% for the first half of 2015 to 6.7% for the first half of 2016. The PRC
Government is committed to maintaining stable economic growth while optimizing and
upgrading its economic structure. The “Supply-side Reforms,” “Belt & Road” initiative, as well
as the expansion of the Shanghai Free Trade Zone and the establishment of other free trade
zones provide new driving forces for China’s economic growth. In the financial sector, the PRC
Government continues to launch various initiatives to facilitate the transformation and
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upgrade of the financial system. These initiatives include promoting the internationalization
of the Renminbi, liberalizing interest rates and exchange rates, simplifying the approval
requirements for capital market transactions, as well as diversifying investment channels. With
a view to meeting the growing financing needs of PRC enterprises, the PRC Government is
also dedicated to accelerating the building of a multi-level capital market, promoting the
development of direct financing, and fostering the integration of industry and finance.

THE PRC CAPITAL MARKETS

Overview

In recent years, the PRC capital market has developed into a multi-level market, driven
by a variety of favorable conditions, such as active trading activities, ongoing product
innovation, enhanced market mechanism, improving regulatory environment, as well as an
increasing number of market participants.

Stock Market

The PRC stock market has grown rapidly since its formation in 1990. The PRC stock
market includes the SSE and SZSE Main Boards, the SME Board and the ChiNext Board of
the Shenzhen Stock Exchange, the NEEQ, as well as the regional equity exchanges. As of June
30, 2016, the total market capitalization of the companies listed on the Shanghai Stock
Exchange and the Shenzhen Stock Exchange amounted to RMB46.3 trillion, ranking second
in the world, only after the United States. In the first half of 2016, the total trading volume of
stocks traded on the Shanghai Stock Exchange and the Shenzhen Stock Exchange amounted
to RMB64.2 trillion, ranking second in the world, only after the United States. From 2013 to
2015, the average daily trading volume of stocks traded on the Shanghai Stock Exchange and
the Shenzhen Stock Exchange increased from RMB196.9 billion to RMB1,047.5 billion.

Equity financing in China has developed rapidly, driven by favorable government policies
that encourage direct financing. From 2013 to 2015, the total amount of equity financing of
the Shanghai Stock Exchange and the Shenzhen Stock Exchange increased from RMB396.8
billion to RMB1,545.9 billion, representing a CAGR of 97.4%. In the first half of 2016, the
total amount of equity financing of the Shanghai Stock Exchange and the Shenzhen Stock
Exchange was RMBS819.2 billion. China’s equity financing market is dominated by follow-on
offerings. The amount of follow-on offerings as a percentage of the total amount of equity
financing rose from 89.8% for 2015 to 96.0% for the first half of 2016.
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The following table sets forth the number and market capitalization of the companies
listed on the SSE and SZSE Main Boards, the SME Board and the ChiNext Board, the number
of stock trading accounts, and the value of Shanghai Stock Exchange Composite Index and
Shenzhen Stock Exchange Component Index as of the dates indicated:

As of the Last Trading Day of

The first CAGR
2013 2014 2015 half of 2016 2013-2015
Number of Listed Companies:
SSE and SZSE Main Boards - 1,433 1,475 1,559 1,584 4.3%
SME Board - -+ 701 732 776 791 5.2%
ChiNext Board - - - - - -+ - -+ -« 355 406 492 512 17.7%
Total - - - - - -+ 2,489 2,613 2,827 2,887 6.6%

(RMB in billions, except percentages)
Market Capitalization:
SSE and SZSE Main Boards - 18,682.1  29,963.8 37,143.7 31,700.6 41.0%

SME Board - - 3,716.4 5,105.8  10,395.0 9,412.0 67.2%
ChiNext Board - - - - - - - - -+ 1,509.2 2,185.1 5,591.6 5,179.3 92.5%
Total - - - oo 23,907.7 37,2547 53,130.4  46,292.0 49.1%

(in thousands, except percentages)
Number of investor trading

accounts:
Shenzhen Stock Exchange:
Institutional investors - - - - 380.5 415.8 492.2 522.9 13.7%
Individual investors - - - - - - 110,475.0 119,952.9 168,397.0 187,202.4 23.5%
Shanghai Stock Exchange:
Institutional investors - - - - 433.0 460.5 523.7 550.3 10.0%
Individual investors - - - - - - 92,101.4 96,914.7 136,989.4 153,128.5 22.0%
Total - - - -+ - 203,389.9 217,743.9 306,402.3 341,404.1 22.7%

Value of Indices:
Shanghai Stock Exchange

Composite Index -+ ------ 2,116.0 3,234.7 3,539.2 2,929.6
Shenzhen Stock Exchange
Component Index - ------ 8,121.8 11,014.6 12,664.9 10,490.0

Source: Shanghai Stock Exchange, Shenzhen Stock Exchange

The “Non-listed Company Stock Transfer System” was established in January 2006 to
supplement the SSE and SZSE Main Boards, the SME Board and the ChiNext Board. It was
inherited by the NEEQ which commenced operation nationally in 2013. The NEEQ provides a
platform for share transfers and financing activities of non-listed joint stock companies and
enables micro-, small-, and medium-sized enterprises to access the capital markets. The

— 08 —



INDUSTRY OVERVIEW

number of NEEQ quoted companies increased from 356 as of December 31, 2013 to 7,685 as
of June 30, 2016. From 2013 to 2015, the total amount of funds raised on the NEEQ increased
from RMBI1.0 billion to RMBI121.6 billion. In addition, there are regional equity exchanges
throughout the country that primarily provide share transfer services to non-listed micro- and
small-sized enterprises.

Bond Market

A wide variety of bond products have become available in the PRC market in recent
years, such as short-term commercial papers and corporate asset-backed securities launched in
2005, corporate bonds in 2007, medium-term notes in 2008, private placement bonds for
small- and medium-sized enterprises in 2012, special enterprise bonds and panda corporate
bonds in 2015, and corporate green bonds and renewable corporate bonds in 2016. The PRC
bond market has grown rapidly with the increasing diversity of bond products. As of
December 31, 2015, the PRC has become the world’s third largest bond market in terms of
amount of bonds outstanding.

The following table sets forth the amount of proceeds raised from the offerings of certain
major types of bond in the PRC for the periods indicated:

For the
six months
ended
For the year ended December 31, June 30, CAGR
2013 2014 2015 2016 2013-2015
(RMB in billions, except percentages)

Short-term commercial

papers and medium-term

NOLES -+ v v v v oo 2,311.3 3,163.0 4,557.6 2,388.9 40.4%
Corporate bonds -« -« -+ 172.2 144.2 1,033.7 1,428.2 145.0%
Enterprise bonds - - - - - 475.2 697.2 342.1 325.7 (15.2)%
Financial bonds - - - - -+ - - 2,681.4 3,570.8 4,284.7 2,585.0 26.4%
Convertible bonds and

exchangeable bonds - - - - - - 54.7 38.1 33.8 27.9 (21.4)%
Bonds issued by

government-backed

agencies and local

governments - - - - - 500.0 550.0 4,015.1 3,575.5 183.4%
Asset-backed securities - - - - - 28.0 331.0 613.4 296.9 368.3%
Private placement notes - - - - - 564.8 1,023.7 887.3 317.1 25.3%
Total - - - -+ 6,787.7 9,517.9 15,767.7 10,945.2 52.4%

Source: Wind Info
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Funds Market

In recent years, the PRC funds market has experienced significant growth driven by
accumulating personal wealth and favorable regulatory environment. According to the
AMAC, from December 31, 2013 to June 30, 2016, the number of mutual fund management
companies in the PRC increased from 89 to 103, with the number of mutual fund products
increasing from 1,552 to 3,114 and total AUM increasing from RMB3.0 trillion to RMB7.9
trillion.

The Measures for the Registration of Private Investment Fund Managers and Filing of
Funds (Trial Implementation) became effective in February 2014, which stipulate the
registration requirements of private investment fund managers and the filing procedures for
private funds. These measures have given rise to more standardized market practices and have
driven the PRC private fund industry to further expand in size. According to the AMAC, as of
June 30, 2016, there were 24,094 private fund management companies (including private
securities investment fund management companies, private equity investment fund
management companies, venture capital fund management companies and other types of fund
management companies) registered with the AMAC, and total AUM was RMB6.8 trillion,
representing a 34.7% increase from RMBS5.1 trillion as of December 31, 2015.

Derivatives Market
The PRC has become one of the world’s largest commodity futures markets. The PRC

financial futures market also grew rapidly in recent years. The following table sets forth the
total trading turnover of major types of exchange-traded derivatives for the periods indicated:

For the
six months
ended
For the year ended December 31, June 30, CAGR
2013 2014 2015 2016 2013-2015
(in billions of RMB, except percentages)
Commodity futures - ------- 126,467.3 127,969.7 136,470.7  90,021.2 3.9%
Financial futures - ---- -« 141,006.6 164,017.0 417,760.5 9,320.1 72.1%
Stock index futures - ---- - 140,700.2 163,138.5 411,749.8 5,230.9 71.1%
Treasury futures - - ---- - - 306.4 878.5 6,010.7 4,089.2 342.9%
Total - - - - - 267,474.0 291,986.7 554,231.2 99,341.3 43.9%

Source: China Futures Association

Apart from exchange-traded derivatives, the PRC OTC options market has also
experienced rapid growth. According to the SAC, the increase in the original notional
principal amount of OTC options was RMB401.3 billion in 2015, representing a 260.0%
increase as compared to the same figure for 2014. In the first half of 2016, the increase in the
original notional principal amount of OTC options was RMB223.8 billion. The growth in
OTC derivatives will further increase the diversity of derivatives products and promote the
expansion of the PRC derivatives market.
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THE PRC SECURITIES INDUSTRY

Overview

According to the SAC, as of June 30, 2016, there were 126 registered securities firms
operating in the PRC. As of the same date, the total assets, equity and net capital of PRC
securities firms was RMBS5.8 trillion, RMB1.5 trillion and RMB1.2 trillion, respectively. From
2013 to 2015, the total operating revenue of PRC securities firms increased from RMB159.2
billion to RMBS575.2 billion, representing a CAGR of 90.1%, while their total net profit
increased from RMB44.0 billion to RMB244.8 billion, representing a CAGR of 135.9%. In
2015, the return on average equity and the average leverage ratio of the PRC securities
industry was 16.86% and 300.69%, respectively.

Competitive Landscape of the PRC Securities Industry

The PRC securities industry is highly competitive with relatively low market
concentration. In 2015, the combined operating revenue of the top ten PRC securities firms (in
terms of operating revenue) accounted for 47.9% of the total operating revenue on a
consolidated basis in the PRC securities industry. Competition also comes from other
financial institutions in various business segments. For instance, the PRC securities firms
compete with commercial banks, insurance companies and trust companies in asset
management business, and compete with commercial banks in debt underwriting business. In
recent years, the online businesses of PRC securities firms are faced with increasing
competition from Internet companies and other non-financial institutions driven by the
development of Internet-based financial services. In addition, it is expected that securities
business licenses may be granted to commercial banks and other financial institutions, and the
cross-industry competition it may cause, despite the additional challenges, would drive PRC
securities firms to increase their efforts in transforming and innovating their products and
services.
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The following table sets forth the operating revenue, net profit, total assets, equity and

net capital of the top 15 PRC securities firms (in terms of operating revenue for the first half

of 2016) and their market shares in terms of the above indicators:

Company A - - - -
Company B - - - -
Company C - - - -
CompanyD - - - -
Company E - - - -
Our Company - - -
Company F - - - -
Company G - - - -
CompanyH - - - -
Company I - - - -
CompanyJ - - - -
Company K - - - -
Company L - - - -
CompanyM - - -
Company N - - - -

For the six months ended June 30, 2016,

As of June 30, 2016,

Operating ~ Market Market Market Market Market
revenue share Net profit share Total assets share Equity share Net capital share
(RMB in millions, except percentages)
18,159.3  9.8% 54944 87%  570,0588 88% 1389789  9.8% 879139  8.4%
13,7074 74% 0,190.5  9.8% 4158803  64%  102,8408  7.3% 67,1052 6.4%
12,079.5  6.5% 46057  T4% 423319  84% 1159485  8.2% 712720 7.3%
10,130.1  5.5% 42028 6.7%  357,609.1  5.5% 76,140.0  5.4% 52,8935 5.0%
73558 4.0% 29436 47%  402,679.3  6.2% 79,7374 5.6% 43755.1  4.2%
6,488.3  3.5% 28051 44% 1752487  27% 30,7146  2.3% 28,1331 2.7%
6,397.6  3.4% 2210 3.6%  256,280.7  4.0% 55,080.7  3.9% 46,433.6  4.4%
6,150.5  3.3% 2,1964  3.5% 2114589  3.3% 457137 3.2% 35,0508 3.3%
6,095.6  3.3% 22336 35% 2091684 4.2% 49.499.1  3.5% 38,860.5  3.7%
51978 2.8% 22356 35% 2452646 3.8% 47.887.1  3.4% 33,9005 3.2%
44876  24% 21434 34% 1444518 2.2% 35,541.1  2.5% 17,748.7  1.7%
44747 24% 1,014.6  1.6% 89,868.1  1.4% 16,9247 1.2% 9,932.0  0.9%
40543 22% 13802 2.2%  118913.0  1.8% 20,6189 1.5% 18,495.8  1.8%
40529  22% 15316 24% 17377336 2.7% 39,762.3  2.8% 33,047.5  3.1%
377137 2.0% 1,109.0  1.8%  135460.6  2.1% 31423 2.2% 16,530.5  1.6%
26051 60.7% 424174 612% 41084256 63.6%  888,589.8 62.9% 6070786 57.7%

(1)  The financial data were prepared under PRC GAAP. Total assets, equity, revenue and net profit data are

presented on a consolidated basis. Net capital data are presented on an unconsolidated basis.

(2) Company A, B, and C, etc. are for illustrative purposes only and do not represent the same securities
firms named Company A, B and C, etc. in other tables in this section.

Source: The Company’s financial statements and Wind Info

Investment Banking

In 2015, the net revenue generated from investment banking business of the PRC
securities industry reached RMBS53.1 billion, representing a CAGR of 75.1% as compared to
RMB17.3 billion in 2013.
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Equity Underwriting and Sponsorship

The following table sets forth the number of equity offerings in the PRC for the periods
indicated:

For the six
months ended
For the year ended December 31, June 30,
2013 2014 2015 2016
TPOS -« o ooveee e _ 125 224 68
Follow-on offerings - --- - 298 502 862 261
Total - -« 298 627 1,086 329

Note: Follow-on offerings include private placements, rights issues, and public issuances.

Source: Wind Info

The following table sets forth the ranking and market share of the top ten PRC securities
firms in terms of the number of equity offerings underwritten for the period from 2013 to the
end of the first half of 2016:

Our
Company ~ Company A Company B Company C Company D Company E  Company F  Company G Company H  Company [
Market Share - - - - 5.8% 5.7% 5.Th 5.0% 4.8% 4.7% 4.6% 4.0% 3.8% 2.9%

Source: Wind Info

The following table sets forth the amount of proceeds raised from equity offerings in the
PRC for the indicated periods:

For the six
months ended
For the year ended December 31, June 30,
2013 2014 2015 2016
(in billions of RMB)
TPOS - - - v vt _ 66.9 157.8 32.5
Follow-on offerings - --- - 396.8 696.7 1,388.1 767.7
Total - - - oo 396.8 763.6 1,545.9 800.2

Note: Follow-on offerings include private placements, rights issues, and public issuances. The offering expense
has not been deducted.

Source: Wind Info
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The following table sets forth the ranking and market share of the top ten PRC securities
firms in terms of the amount of proceeds raised from equity offerings underwritten for the
period from 2013 to the end of the first half of 2016:

Our
Company A Company B Company ~ Company C Company D Company E  Company F Company G Company H ~ Company I
Market share - - - - - 10.4% 6.6% 5.8% 5.1% 4.8% 4.5% 4.4% 4.2% 3.9% 3. 7%

Source: Wind Info
Debt Underwriting

The following table sets forth the number of bond offerings underwritten by PRC
securities firms for the periods indicated:

For the six
months ended
For the year ended December 31, June 30,
2013 2014 2015 2016

Short-term commercial papers

and medium-term notes - - - - - 63 130 235 104
Corporate bonds - - - - - - -+« - - 429 499 1,080 1,507
Enterprise bonds - - - - - - -+ oo 451 711 393 298
Financial bonds - ------ -+ 90 202 293 126
Convertible bonds and

exchangeable bonds - - - - - - - - 16 22 3 15
Bond issued by

government-backed agencies

and local governments - - - - - 72 72 145 -
Asset-backed securities - - - - - - - 51 457 1,470 652
Private placement notes - - - - - - 26 113 162 68
Total - - -« oo 1,198 2,206 3,781 2,770

Source: Wind Info

The following table sets forth the ranking and market share of the top ten PRC securities
firms in terms of the number of bonds offerings underwritten for the period from 2013 to the
end of the first half of 2016:

Our
Company A~ Company ~ Company B Company C  Company D Company E  Company F Company G Company H Company [
Market share - - - - - 8.7% 7.4% 5.9% 4.8% 3.7% 3.3% 3.0% 3.1% 2.6% 2.6%

Source: Wind Info
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The following table sets forth the amount of proceeds raised from bond offerings
underwritten by PRC securities firms for the periods indicated:

For the six
months ended
For the year ended December 31, June 30,
2013 2014 2015 2016
(RMB in billions)

Short-term commercial papers

and medium-term notes - - - - - 63.3 106.7 187.1 65.9
Corporate bonds « - - -+ - -+ - - 171.2 141.1 1,023.3 1,424.6
Enterprise bonds - - - - - - - -+ - - 471.0 694.1 341.2 325.6
Financial bonds - ----- -« 221.6 497.9 692.4 336.0
Convertible bonds and

exchangeable bonds - - - - - - - - 54.5 32.1 9.8 20.1
Bond issued by

government-backed agencies

and local governments - - - - - 150.0 151.6 168.0 -
Asset-backed securities - - - - - - - 23.2 309.8 532.1 161.9
Private placement notes - - - - - - 17.1 64.1 100.4 35.7
Total - - - - oo 1,171.9 1,997.4 3,054.2 2,369.9

Source: Wind Info

The following table sets forth the ranking and market share of the top ten PRC securities
firms in terms of the proceeds raised from bond offerings underwritten for the period from
2013 to the end of the first half of 2016:

Our
Company A Company ~ Company B Company C Company D Company E  Company F Company G Company H ~Company I
Market share - - - - - 12.3% 9.2% 0.9% 5.1% 4.7% 4.7h 3.7% 2.9% 2.6% 2.5%

Source: Wind Info
Financial Advisory

The transformation and upgrade of the PRC industrial structure have led to increased
demands from enterprises for M&A transactions, which has in turn given rise to rapid growth
of the PRC M&A and restructuring markets. According to Dealogic, the total value of PRC
domestic M&A and restructuring transactions was US$446.1 billion in 2015, a significant
increase as compared with US$165.7 billion in 2013. According to the SAC, from 2013 to
2015, the net income from financial advisory business in the PRC increased from RMB4.5
billion to RMB13.8 billion, representing a CAGR of 75.6%.
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The following table sets forth the total value of PRC domestic M&A and restructuring
transactions for the periods indicated:

For the six
months ended
For the year ended December 31, June 30,
2013 2014 2015 2016
(USD in billions)
Total transaction value - - - - - - - 165.7 227.6 446.1 172.4

Source: Dealogic

The following table sets forth the ranking and market share of the top ten PRC securities
firms in terms of the total value of domestic M&A transactions for the period from 2013 to
the end of the first half of 2016:

Our
Company A Company B Company ~ Company C  Company D Company E  Company F Company G Company H ~ Company I
Market share - - - - - 15.3% 8.8% 5.7% 3.8% 3.6% 32% 3.2% 1.8% 1.5% 1.0%

Source: Dealogic
NEEQ Services

The number of companies quoted on NEEQ has increased significantly in recent years.
The total number of NEEQ quoted companies increased from 356 as of December 31, 2013 to
7,685 as of June 30, 2016. In 2013, 2014, 2015 and the first half of 2016, the number of
companies newly quoted on the NEEQ was 156, 1,216, 3,557 and 2,556, respectively, and the
total amount of funds raised on NEEQ was RMBI1.0 billion, RMB13.2 billion, RMB121.6
billion and RMB65.3 billion, respectively. NEEQ has become an important financing platform
for small- and medium-sized enterprises in emerging industries, representing enormous

opportunities for securities firms with stronger NEEQ business capabilities.

The following table sets forth the total number of NEEQ quoted companies as of the
dates indicated:

As of December 31, As of June 30,
2013 2014 2015 2016
Total number of NEEQ quoted
COMPANIES - -+ v v 356 1,572 5,129 7,685

Source: NEEQ Company
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The following table sets forth the ranking and market share of the top ten PRC securities
firms in terms of the number of NEEQ quoted companies for the period from 2013 to the end
of the first half of 2016:

Our
Company A Company B Company ~ Company C Company D Company E  Company F Company G Company H  Company I
Market share - - - - - 7.0% 4.7% 3.9% 3.3% 33% 2.9% 2.9% 2.9% 2.9% 2.8%

Source: Wind Info
Wealth Management
Securities Brokerage

According to Wind Info, the total turnover of stocks and funds in the PRC increased
from RMB48.3 trillion in 2013 to RMB270.3 trillion in 2015, representing a CAGR of
136.6%. According to the SAC, the net commission income from securities brokerage business
increased from RMB75.9 billion in 2013 to RMB269.1 billion in 2015, representing a CAGR
of 88.3%. The A share market experienced significant volatility in 2015. According to Wind
Info, the total trading volume of stocks and funds in the PRC decreased by 52.9% from
RMB147.0 trillion in the first half of 2015 to RMB69.2 trillion in the first half of 2016.

The following table sets forth the total trading volume of stocks, funds and bonds on the
Shanghai Stock Exchange and the Shenzhen Stock Exchange:

For the six
months ended
For the year ended December 31, June 30,
2013 2014 2015 2016
(RMB in trillions)
Stocks and funds - - 48.3 79.0 270.3 69.2
Bonds - - 64.8 90.6 128.2 98.8

Source: Wind Info

The following table sets forth the ranking and market share of the top ten PRC securities
firms in terms of total trading volume of stocks and funds in the first half of 2016:

Our
Company A Company B Company C  Company D Company E  Company F Company G Company H  Company I ~ Company
Market share - - - - - 8.2% 5.7% 4.9% 4.7% 4.6% 4.5% 3.8% 3.5% 32% 3.0%

Source: SAC
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Futures Brokerage

PRC securities firms are permitted to engage in the futures brokerage business by
establishing futures subsidiaries. Futures products available in the PRC market have become
increasingly diversified in recent years, including stock index futures introduced in 2010 and
treasury futures reintroduced in 2013. As of June 30, 2016, there were 149 futures companies
operating in the PRC. In 2015, the total futures turnover in the PRC reached RMBS554.2
trillion, representing a year-on-year growth of 89.8%. The total futures turnover in the PRC
was RMB99.3 trillion for the first half of 2016.

Margin Financing and Securities Lending

In March 2010, the CSRC officially permitted securities firms to engage in margin
financing and securities lending business. From December 31, 2013 to December 31, 2015, the
total balance of margin financing and securities lending in the PRC increased from RMB346.5
billion to RMB1,174.3 billion, representing a CAGR of 84.1%. As of June 30, 2016, the total
balance of margin financing and securities lending in the PRC was RMB&853.6 billion. The
following table sets forth the total balance of margin lending and securities financing as of the
dates indicated:

As of December 31, As of June 30,

2013 2014 2015 2016

(RMB in billions)

Margin financing and securities
lending balance ----------- 346.5 1,025.7 1,174.3 853.6

Source: Wind Info

The following table sets forth the ranking and market share of the top ten PRC securities
firms in terms of the balance of margin financing and securities lending as of June 30, 2016:

Our
Company A Company B Company C  Company D Company E  Company F Company G Company H Company I ~ Company
Market share - - - - - 5.9% 5.9% 5.8% 5.6% 5.6% 5.5% 5.4% 5.3% 4.1% 3.1%

Source: Wind Info
Proprietary Trading
According to Wind Info, the total investment income (including changes in fair value) of

PRC securities firms increased from RMB39.1 billion in 2013 to RMB198.4 billion in 2015,
representing a CAGR of 125.3%.
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Since 2011, the CSRC has significantly broadened the scope of permitted investments for
the proprietary trading business of PRC securities firms to include securities traded on
exchanges, NEEQ, interbank market, and the financial institution OTC market. The launch of
stock index futures, treasury futures and stock options has led to increasingly diversified
trading strategies and investment instruments available to PRC securities firms. This has in
turn helped enhance the trading and liquidity risk management capabilities of PRC securities
firms. The A share market had experienced significant volatility in 2015. To stabilize the
market, the PRC Government introduced various measures, including requiring 21 PRC
securities firms to undertake not to sell any of their respective proprietary equity holdings as
of July 3, 2015 if the Shanghai Stock Exchange Composite Index falls below 4,500.

Investment Management
Securities Firm Asset Management

The asset management business of PRC securities firms has developed rapidly. According
to Wind Info, the net income from the asset management business of PRC securities firms
increased from RMB7.0 billion in 2013 to RMB27.5 billion in 2015, representing a CAGR of
98.2%. According to the same source, the total AUM of PRC securities firms increased from
RMBS5.2 trillion as of December 31, 2013 to RMBI11.9 trillion as of December 31, 2015,
representing a CAGR of 51.3%.

The following table sets forth the total AUM as of the dates indicated and net income
from asset management business for the periods indicated of PRC securities firms:

As of June 30/

For the six
As of December 31/ months ended
For the year ended December 31, June 30,
2013 2014 2015 2016
AUM (RMB in billions) - - - - - 5,200.0 7,960.0 11,880.0 14,780.0
Net income from asset
management business
(RMB in millions) -« -« 7,030.0 12,435.0 27,488.0 13,434.0

Source: Wind Info

The following table sets forth the ranking and market share of the top ten PRC securities
firms in terms of the amount of AUM as of June 30, 2016:

Our
Company A Company B Company ~ Company C Company D Company E  Company F Company G Company H ~ Company I
Market Share - - - 10.5% 5.4% 4.8% 4.5% 4.3% 4.2% 4.0% 3% 3.5% 31%

Source: AMAC
Private Equity Management

The private equity management business of PRC securities firms has developed rapidly in
recent years. According to the AMAC, the total AUM of private equity subsidiaries of PRC
securities firms increased from RMBS57.7 billion as of December 31, 2014 to RMB95.5 billion
as of December 31, 2015, representing a year-over-year growth of 65.4%.
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In July 2011, the CSRC issued guidelines to permit private equity subsidiaries of PRC
securities firms to raise funds privately and engage in angel investment, venture capital,
pre-IPO and M&A investments. The SAC further broadened the permitted investment scope
and relaxed the regulation on private equity investment in January 2014. The private equity
business of PRC securities firms is currently transitioning from investments using their own
capital to managing third-party funds.

Overseas Business of PRC Securities Firms

An increasing number of PRC securities firms have established overseas branches to meet
their domestic clients’ needs to invest overseas, thus benefiting from the growth in overseas
capital markets.

PRC securities firms have grown rapidly in Hong Kong, which is their primary overseas
market. Prior to 2000, the majority of PRC securities firms operating in Hong Kong focused
on securities brokerage. Since 2000, driven by the increasing financing activities of PRC-based
enterprises, investment banking business, in particular securities underwriting business, has
become a major income source for these firms. A number of PRC securities firms operating in
Hong Kong have gradually grown into full-service investment banks that engage in a wide
range of businesses, including investment banking, brokerage, sales and trading, private
wealth management, asset management, and investment research.

TRENDS IN THE PRC SECURITIES INDUSTRY
Continued Optimization of Capital Market Structure

The PRC capital market has sustained rapid growth over the past years as the regulatory
environment continued to improve. The PRC capital market presents significant growth
potential when compared to major developed markets. In terms of market penetration, while
China’s securitization ratio (i.e. the ratio of total market capitalization of the stock market to
GDP) increased from 41.6% by the end of 2013 to 75.4% by the end of 2015, it was lower than
that of the United States (139.7%). In terms of methods of financing, while China’s ratio of
direct financing (including the amount of proceeds raised from equity and debt offerings)
increased from 11.7% for 2013 to 23.4% for 2015, it was lower than that of the United States
(50.8%). We believe that China’s securitization ratio and ratio of direct financing will continue
to rise, which will promote the formation of a multi-level capital market structure and present
greater opportunities to the PRC securities industry in general.

Growing Participation by Institutional Investors

Individual investors have long been the main participants in the PRC securities market.
While we expect the dominance of individual investors to continue in the foreseeable future,
we also believe that the participation by institutional investors, including insurance
companies, corporate pension funds, the NSSF and foreign investors will continue to increase.
According to the Shanghai Stock Exchange and the Shenzhen Stock Exchange, the total
number of A share and B share accounts held by institutional investors grew from
approximately 813,500 as of December 31, 2013 to approximately 1,015,900 as of December
31, 2015, representing a CAGR of 11.7%. Compared to individual investors, institutional
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investors have stronger demands for valued-added services and customized products with
relatively low price sensitivity. We expect that the participation by institutional investors will
continue to grow, which will further expand the sources of income and margin of PRC
securities firms.

Rising Significance of Capital-based Intermediary Business

The increasing demands from investors and enterprises for financing and liquidity have
boosted the rapid development of capital-based intermediary business of securities firms,
which primarily include margin financing and securities lending, collateralized stock
repurchases, and contractual repurchase businesses. Capital-based intermediary business
provides stable interest income for securities firms, which can expand such businesses to
increase the proportion of interest income in their total revenues. Revenue contribution from
capital-based intermediary business is expected to continue to increase and PRC securities
firms are expected to shift from a sell-side, capital-light model to a capital-intensive business
model.

Continual Opening-up and Globalization of the PRC Capital Market

The PRC capital market has become increasingly open to the world as China’s
prominence in the global economy rises and the Renminbi internationalization process
continues. The number and volume of overseas IPOs, offerings of dim-sum bonds and
cross-border acquisitions by PRC-based companies have been continually growing. Foreign
investors are also increasingly interested in the PRC capital market. According to SAFE,
between December 30, 2013 and December 31, 2015, the total amount of QFII investment
grew at a CAGR of 27.7% and the number of QFII grew at a CAGR of 8.6%. During the same
period, the total amount of RQFII investment grew at a CAGR of 68.0% and the number of
RQFII grew at a CAGR of 76.0%. In addition, to further strengthen the financial relations
between Mainland China and Hong Kong, the CSRC and the SFC jointly launched the
“Shanghai-Hong Kong Stock Connect” in November 2014. The “Shenzhen-Hong Kong Stock
Connect” is also scheduled to be launched in late 2016. In the first half of 2016, the turnover
of northbound trading and southbound trading was RMB347.6 billion and HK$296.7 billion,
respectively. Cross-border flows of Renminbi and the increased connections among global
financial markets will benefit cross-border business of PRC securities firms.

Increasing Demand for Risk and Compliance Management Capabilities

As the pace of innovation and development intensifies, PRC securities firms are required
to further improve their risk and compliance management systems to strike a balance between
growth and managing risk at a controllable level. In 2016, the CSRC vowed to adopt a new
regulatory philosophy featuring “regulate in accordance with the law, and regulate strictly and
comprehensively,” which requires PRC securities firms to further improve their risk and
compliance management capabilities. The ability to perform comprehensive risk and
compliance management will become an integral part of the core competitive strengths of
PRC securities firms in the future.
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OUTLOOK OF THE PRC SECURITIES INDUSTRY

Opportunities

. Enhancing Financing Function of Capital Market. The growing size and optimizing
structure of the PRC capital market are the main driving forces behind the growth of
the PRC securities industry. The overall development of the PRC capital market, in
particular the growth of direct financing, presents significant opportunities for the
PRC securities industry. The reform of regulations on IPOs, the increasing number
of follow-on offerings, flourishing prospects for corporate bonds, and the adoption
of a filing-based regulatory framework for issuance of securitized assets, among
others, are expected to further promote the development of direct financing. We
believe that large PRC securities firms will be able to leverage their strengths in
business innovation, client base, marketing capabilities and human resources to
benefit from the increasing financing function of the PRC capital market.

. Continued Regulatory Reforms. The market-oriented reforms of the regulatory
regime for the PRC securities industry will create increasing business opportunities
for PRC securities firms. The CSRC has launched various market-oriented reform
initiatives in recent years. These initiatives include the introduction of margin
financing and securities lending and other capital-based intermediary business; the
launch of structured notes, treasury futures and other innovative products;
intensifying the efforts in building a multi-level capital market structure; rigorously
promoting the reform of regulation on IPOs; gradually expanding the scope of
permitted investment and use of funds for collective asset management schemes; and
allowing securities firms to open accounts for clients remotely and removing the
former “one investor, one account” restriction.

. Fast Growing Demand for Wealth Management. Driven by China’s strong economic
growth over the past 30 years, the household wealth of PRC residents has continued
to increase, giving rise to significant demands for wealth management and other
financial services. The demand from the PRC residents, in particular the middle and
upper-middle class, for diversified asset allocation has become a key driving force
for the development of the wealth management business of PRC securities firms.

. Accelerating Renminbi Internationalization. The past few years have seen an
increasing demand in the international market for Renminbi and accelerating
internationalization of Renminbi. In December 2015, the International Monetary
Fund added Renminbi into the SDR basket, which marked another milestone for the
internationalization of the currency. The further opening-up of capital accounts and
the gradual establishment of the Renminbi exchange rate regime are expected to
facilitate cross-border capital flows and connections among international financial
markets and promote the development of cross-border business of PRC securities
firms.
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. Rapid Development of Internet Finance. The rapid development of Internet-based
finance services has spurred PRC securities firms to develop and improve their own
online businesses, with an increasing number of standardized products sold on the
Internet. The emerging Internet-based operating model enables securities firms to
attract a large number of retail clients and to better meet customer demands and
boost customer stickiness through big data analysis.

Challenges

. Homogenous Products and Services. The highly homogenous brokerage services
offered by PRC securities firms have caused severe price competition. PRC securities
firms currently face increasing level of competition in providing differentiated
products and services and marketing given the increasing demands from customers
for sophisticated financial products and customized services.

. Income Vulnerability to A Shares Market Fluctuations. A Share market crashes
generally discourage trading activities and cause the balance of margin financing
and securities lending to decline. Currently, PRC securities firms remain vulnerable
to A Shares market volatility given their reliance on commission incomes from
securities brokerage business and interest income from margin financing and
securities lending business. This has driven PRC securities firms to transition from
the traditional channel-based business model to a diversified income structure
centered on capital-based intermediary, wealth management and other value-added
services.

. Progressive Relaxation of Licensing Restrictions. The ongoing trend of “mixed
operations” and relaxation of the current licensing requirements reduce the entry
barriers for capital and new market players, which is expected to further intensify
competition in the PRC securities industry.
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OUR HISTORY AND DEVELOPMENT
Establishment of the Company

The history of our Company can be traced back to November 2, 2005 when China
Securities Finance Limited ("5 & G5 AREE/AF]), our Company’s predecessor, was
jointly established by CITIC Securities and China Jianyin with its place of registration in
Beijing upon the approval by the CSRC. Its registered capital was RMB2.7 billion, in which
CITIC Securities and China Jianyin contributed RMB1.62 billion and RMB1.08 billion in
cash, representing 60% and 40%, respectively, of the equity interest in our Company.

Huaxia Securities was incorporated in October 1992 with an initial registered capital of
RMBI1.0 billion. In July 2005, the State Council approved in principle the restructuring plan
of Huaxia Securities. As part of the restructuring plan, China Securities Finance Limited was
established to acquire all securities business and related assets originally owned by Huaxia
Securities and then operated as a comprehensive securities firm. Huaxia Securities filed for
bankruptcy to Beijing Second Intermediate People’s Court in 2008, and was officially declared
bankrupt in January 2009.

Pursuant to the Asset Acquisition Agreement dated December 12, 2005 and its
supplemental agreements, and other relevant agreements subsequently entered into between
China Securities Finance Limited and Huaxia Securities and its relevant affiliates, the business
we acquired from Huaxia Securities primarily included normal brokerage business, investment
banking business and fund agency business. Pursuant to the relevant agreements, except for
the accrued salaries and benefits payable to certain employees of the acquired business, China
Securities Finance Limited would not assume any responsibility for any debt or legal liabilities
of Huaxia Securities (including its branch offices, management headquarters, branches and
service departments), which shall continue to be borne by Huaxia Securities. The relevant
agreements further provide that Huaxia Securities shall ensure that any debt associated with
the assets to be acquired shall be repaid or settled before the transfer of titles; and Huaxia
Securities shall be responsible for and keep the Company indemnified for any claim made by
any creditor after the transfer of titles arising from matters related to the acquired assets and
took place before the transfer of titles.

The above acquisition has been duly completed. Currently, the liquidation of Huaxia
Securities is still ongoing. Upon completion of the liquidation, if any creditor of Huaxia
Securities is interested in subscribing for our Shares with the net payment they receive from
the liquidation, we will consider by taking into account various factors including our business
development and needs for capital, consult the relevant governmental and regulatory
authorities and comply with the applicable laws, regulations, the Listing Rules and the Articles
of Association regarding the issue of shares (including seeking the Shareholders’ approval).
After Listing, if we propose to issue new shares, we will publish public announcements, seek
the Shareholders’ approval as required under our Articles of Associate and the Listing Rules
and go through the applicable governmental procedures. The Shareholders will be fully
informed of the number of Shares proposed to be issued. They will weigh various factors
(including our business development and our needs for capital) against the dilution effect of
the new Shares and decide whether it is in the best interest of the Company and the
Shareholders as a whole to issue the new Shares. In view of this, such subscription by the
Creditors (if any) is not expected to result in material share dilution or have a material adverse
effect on the Company’s business operations.
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Conversion into a Joint Stock Limited Company

On September 28, 2011, China Securities Finance Limited was converted into a joint
stock limited company and renamed China Securities Finance Co., Ltd. (‘P {5 @Gt 5B A
FRZvH]). Upon completion of the conversion, our registered capital was increased to
RMB6,100,000,000. Our PRC legal advisor has confirmed that the Company has obtained the
necessary approvals for the conversion from relevant authorities in China and that the
conversion complied with relevant laws and regulations of China. On October 20, 2016, the
Company further changed its English name to CSC Financial Co., Ltd.

Business Development Milestones

Since establishment, we have grown rapidly into a leading large full-service investment
bank. Set out below is a list of key milestones in the founding and development of our Group.

2005

2007

2008

2009

2010

2011

In November, our predecessor, China Securities Finance Limited
was established. China Securities Finance Limited acquired all
securities business and related assets originally owned by Huaxia
Securities and then operated as a comprehensive securities firm.

In July, China Securities Futures became our wholly-owned
subsidiary and commenced its futures and related business.

In September, we were qualified as an inquirer for IPO.

In September, we were qualified for the national interbank
funding.

In April, we were qualified for the provision of intermediary
introduction business to futures companies.

In June, we were qualified to carry out asset management business.

In July, China Securities Capital was established and commenced
direct equity investment and related business.

In July, we were rated “Class A Grade AA” for the first time under
the classification base on securities firms of the CSRC, and
maintained the same rating for every subsequent year. We are one
of the only three PRC securities firms which received such rating
for seven consecutive years.

In November, we were qualified for and commenced the margin
financing and securities lending businesses upon the approval of
the CSRC.

In September, China Securities Finance Limited was converted
into a joint stock company and renamed China Securities Finance
Co., Ltd.
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2012

2013

2014

In July, China Securities International was established to tap into
overseas business.

In August, we became one of the first 11 pilot securities firms to
provide refinancing business.

In September, we were qualified to carry out the contractual
repurchase transaction business.

In June and November, we were qualified for the piloting of the
provision of agency service for registration of pledge of securities
by CSDC Shanghai branch and CSDC Shenzhen Branch,

respectively.

In November, we were qualified to act as lead underwriter for debt
financing instruments of non-financial institutions.

In December, we were qualified to carry out OTC trading business.

In December, we were qualified to carry out agency sales of
financial products.

In September, China Securities Funds was established and
commenced fund management and related business.

In September, we became one of the first ten securities firms which
were rated Grade A (highest rating in the industry) after the
implementation of the Implementation Plan for Bifurcated Review
of M&A and Restructuring ({ff i A0 F 2 0 B HIE 7 %)) by
the CSRC.

In October, we were qualified to carry out agency services business
for precious metal spot contracts and proprietary business for spot
gold contracts. Together with all listed PRC securities firms, we
were the first securities firm qualified to conduct such business.

In September, we were qualified for the piloting of Internet
securities business.

In October, China Securities International was approved by the
PBOC to enter interbank bond market.

In October, we were approved to carry out sales of CRMW
instruments.
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2015 . In January, we became the first securities firm in the PRC to issue
perpetual subordinated bonds.

. In January, we were qualified as one of the first batch of
participants for stock options trading at the Shanghai Stock
Exchange and was conferred with brokerage authority for stock
option and proprietary trading.

. In January, we were qualified to carry out options settlement
business.
. In January, we were qualified to carry out stock options market

making business.

. In February, we were qualified to carry out custody of security
investment funds.

. In April, we were qualified as a Qualified Domestic Institutional
Investor (QDII).

. In June, we were qualified as an institution providing private fund
business outsourcing.

. In June, we obtained the qualification from the PBOC to carry out
physical precious metals business.

. In September, we were qualified to carry out interbank gold
inquiry business.

2016 . In September, we issued the first CRMW as a PRC securities firm.
Changes of Equity Interests of our Shareholders

As approved by the MOF on June 19, 2009, China Jianyin entered into an equity transfer
agreement with Central Huijin on December 30, 2009, pursuant to which China Jianyin agreed
to transfer 40% equity interest in the Company to Central Huijin at nil consideration. The
transfer was approved by the CSRC on November 18, 2010 and was duly completed on
December 16, 2010.

On July 30, 2010, CITIC Securities entered into an equity transfer agreement with
BSCOMUC, pursuant to which CITIC Securities agreed to transfer 45% equity interest in the
Company to BSCOMC at a consideration of RMB7.29 billion. The transfer was conducted
through an open bidding process on the Beijing Financial Assets Exchange. The consideration
was determined with reference to the assessed net asset value as at the reference date (being
September 30, 2009) as recorded in the Registration Form for the Valuation of the Assets of
Financial Companies (4l >3 & 7€ 774l TH H 8 ¢ 3%) (Registration No. B10005) jointly filed
by the Company, CITIC Group and the MOF. The transfer was approved by the CSRC on
November 9, 2010 and was duly completed on November 15, 2010.
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On August 16, 2010, CITIC Securities entered into an equity transfer agreement with
Century Jinyuan, pursuant to which CITIC Securities agreed to transfer 8% equity interest in
the Company to Century Jinyuan at a consideration of RMB1,296.0 million. The transfer was
conducted through an open bidding process on Beijing Financial Assets Exchange. The
consideration was determined with reference to the assessed net asset value as at the reference
date (being September 30, 2009) as recorded in the Registration Form for the Valuation of the
Assets of Financial Companies (4l 435 & & #FAhIH H %5 %3%) (Registration No. B10005)
jointly filed by the Company, CITIC Group and the MOF. The transfer was approved by the
CSRC on November 23, 2010 and was duly completed on December 16, 2010.

On March 8, 2016, Century Jinyuan entered into an equity transfer agreement with
Shannan Jinyuan, pursuant to which Century Jinyuan agreed to transfer approximately 4.92%
equity interest in the Company to Shannan Jinyuan at a consideration of approximately
RMBI1,245.0 million. The consideration was determined through negotiations by taking into
account the net asset value of the Company. The transfer was duly completed on July 18, 2016.

On August 22, 2016, Century Jinyuan entered into an equity transfer agreement with
Shanghai Shangyan, pursuant to which Century Jinyuan agreed to transfer approximately
2.47% equity interest in the Company to Shanghai Shangyan at a consideration of RMBO0.7
billion. The consideration was determined through negotiations by taking into account the net
asset value of the Company. The transfer was duly completed on September 1, 2016. Upon
completion of the transfer, the shareholding structure of our Company was set out below:

Number of Shares Shareholding
&. Name of Shareholder Held Percentage
1 BSCOMOC - - - e oot e e e e 2,745,000,000 45.00%
2 Central Huijin -+« -« oo v v 2,440,000,000 40.00%
3 CITIC Securities « - -+« v v v ve v 427,000,000 7.00%
4 Shannan Jinyuan -« -« 300,000,000 4.92%
5  Shanghai Shangyan -« -« 150,624,815 2.47%
6  Century Jinyuan - - -« -« 37,375,185 0.61%
Total 6,100,000,000 100%
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OUR PRINCIPAL SUBSIDIARIES

The following chart sets out the detailed information of our principal subsidiaries as of
the Latest Practicable Date.

Name of Place of Date of Registered/Issued Share  Shareholding of
No. Subsidiary Incorporation Incorporation Capital our Company Main Scope of Business
1. China PRC March 16, RMB700,000,000 100% Commodities futures
Securities 1993 brokerage, financial futures
Futures brokerage, futures investment

advisory, asset management
and fund sale

2. China PRC July 31,2009  RMB650,000,000 100% Project investment, investment
Securities management, asset
Capital management and financial

advisory (excluding
intermediary services)

3. China Hong Kong  July 12,2012 HKD1,000,000,000 100% [nvestment holding. Its
Securities subsidiaries engage in the
International business of dealing in

securities, advising on
securities, dealing in futures
contracts, advising on futures
contracts, advising on
corporate finance, and asset

management
4, China PRC September 9,  RMB300,000,000 55% Fundraising, fund sale, asset
Securities 2013 management for specific clients,
Funds asset management, other
business as approved by the
CSRC
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OUR CORPORATE STRUCTURE

Shareholding Structure prior to the Global Offering

The following chart sets forth our simplified shareholding structure and principal

subsidiaries as of the Latest Practicable Date‘!.

BSCOMC Central Huijin CITIC Securities Shannan Jinyuan || Shanghai Shangyan || Century Jinyuan
45.00% 40.00% 7.00% 4.92% 2.47% 0.61%
The Company
100% 100% 100% 55%

China Securities Futures

China Securities Capital

China Securities
International

China Securities Funds®

Notes:

(1)  For the relationship among the shareholders, please see “Substantial Shareholders” of this prospectus.

(2)  The remaining 45% of the equity interest in China Securities Funds was held by Hangtian Science and
Technology Finance Co., Ltd. and Jiangsu Broadcast Media Ltd., both being Independent Third Parties
other than being the shareholders of China Securities Funds, holding 25% and 20% of the equity
interest, respectively.
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Shareholding Structure Immediately Following the Completion of the Global Offering

The following chart sets forth our shareholding structure and principal subsidiaries

immediately following the completion of the Global Offering, assuming that the
Over-allotment Option is not exercised":
CITIC Shannan Shanghai Century Public
BSCOMC Central Huijin Securities Jinyuan Shangyan Jinyuan Shareholders
37.46% 33.29% 5.95% 4.18% 2.10% 0.52% 16.50%
The Company
100% 100% 100% 55%
China Si iti
China Securities Futures China Securities Capital |r|]rt]:m§§g::al|es China Securities Funds®

Notes:

(1)  For the relationship among the shareholders, please see “Substantial Shareholders” of this prospectus.

(2)  The remaining 45% of the equity interest in China Securities Funds was held by Hangtian Science and

Technology Finance Co., Ltd. and Jiangsu Broadcast Media Ltd., both being Independent Third Parties
other than being the shareholders of China Securities Funds, holding 25% and 20% of the equity
interest, respectively.

- 121 -



BUSINESS

OVERVIEW

We are a leading large full-service investment bank in the PRC with superior value
creation capabilities. We have a strong client base, a premier investment banking brand, a
balanced business structure, and a robust and prudent risk management system. We ranked
No. 1 in terms of return on average equity for four consecutive years since 2012 to 2015 among
China’s top 20 largest securities firms measured by total assets, consistently generating value
to our shareholders.

Our mission is to attract talented people, best serve our clients, create value and
contribute to the society. As an outstanding investment bank, we attract top industry talents
with market-oriented incentives and provide comprehensive financial services to a diverse
group of clients, including individual, corporate, institutional and government clients, which
has enabled us to create great value for our clients, our employees, our shareholders and the
society at large.

We primarily engage in four business segments: (i) investment banking, (ii) wealth
management, (iii) trading and institutional client services, and (iv) investment management.

. Top-ranked and balanced investment banking business. We provide a full range of
investment banking services including equity and debt underwriting and financial
advisory services. We are a leader in terms of our domestic equity and debt
underwriting business, and have ranked top for M&A, restructuring and NEEQ
businesses in the PRC. We have also built a strong and diverse project pipeline to
support our sustainable growth. Our investment banking business has established a
distinguished brand and helped us acquire a large group of premier corporate and
institutional clients.

. Leading wealth management business. We provide our retail clients with excellent
wealth management services, primarily including brokerage and investment advisory
services, margin financing and securities lending, and securities repurchase services.
We have industry-leading financial product sales capabilities. According to Wind
Info, we ranked No. 1 in the industry in terms of the number of mutual fund
products distributed as of June 30, 2016. We have an extensive branch network, a
comprehensive product line, strong client acquisition capability and a team of
outstanding financial planners.

. Strong trading and institutional client service business. We offer market-making
services, conduct proprietary trading, and provide trading advisory, investment
research and prime brokerage services to our institutional clients. We have built a
strong trading and institutional service platform based on our highly influential
research, and industry-leading trading, investment and product design capabilities.

. Fast growing investment management business. We have established a multi-layered
and diversified investment management platform to provide asset management, fund
management and private equity investment management services. We also conduct
private equity and other proprietary investment activities. During the Track Record
Period, the AUM of our asset management business grew rapidly and subsequently
has ranked among the top securities firms. We pursue a robust and prudent
investment style for our fund management business and have generated solid
investment returns for our clients. Our private equity investment business has also
grown rapidly and achieved substantial investment returns.

- 122 -



BUSINESS

As a PRC-based investment bank, we have taken full advantage of the opportunities
offered by the growth and innovation of the PRC securities industry. In a decade since our
inception, we have grown rapidly and become a leading large full-service investment bank.
According to Wind Info, our ranking advanced from No. 12 in 2006 to No. 2 in 2015 in terms
of the aggregate amount of equity and debt securities underwritten by us as lead underwriter.
Our branch network is rooted in Beijing and spans across the country. As of June 30, 2016, we
had 225 securities branches and 20 futures branches in 30 provinces, autonomous regions and
directly-administered municipalities in China. Although the PRC securities industry is highly
competitive, we achieved a market share of 2.8% by operating revenue and 3.2% by net profit
in 2015, both ranking No. 10 in the industry. From 2012 to 2015, our return on average equity
was 12.0%, 14.3%, 22.9% and 40.0%, respectively. According to the SAC, we ranked No. 1 for
four consecutive years from 2012 to 2015 in terms of return on average equity among China’s
top 20 largest securities firms by total assets.

We endeavor to make the best enterprises our clients and our clients better enterprises.
Leveraging our superior ability to serve clients on a continuous basis, we have acquired a large
number of valued clients. Our investment banking clients mainly consist of large SOEs playing
key roles in the PRC economy, high-quality non-SOEs with most economic vibrancy, and
SMEs with most growth potential, primarily from sectors including financial services,
high-end manufacturing, TMT, real estate, natural resources, energy saving and environmental
protection, healthcare and new materials. We also have a rapidly growing client base for
wealth management business, and high-quality clients in trading and institutional client
services and investment management businesses. Our strong financial product distribution
capability, influential research, outstanding product design, fast-growing overseas business, as
well as prudent and robust risk management system, experienced and entrepreneurial
management team, and dedicated and loyal employees, are the driving forces for our future
growth.

For the years ended December 31, 2013, 2014 and 2015 and the six months ended June
30, 2015 and 2016, our total revenue amounted to RMB7,322.3 million, RMB11,451.6 million,
RMB24,512.5 million, RMB11,770.8 million and RMBS&,631.5 million, respectively. The profit
attributable to equity holders of the Company amounted to RMBI1,787.0 million,
RMB3,407.1 million, RMB&,638.8 million, RMB4,256.6 million and RMB2,777.2 million, for
the same periods, respectively.

COMPETITIVE STRENGTHS

We believe that we can maintain our industry-leading position by leveraging the
following competitive strengths.

Leading large full-service investment bank with unparalleled profitability, rapid growth and
balanced business

We are an industry leader in terms of value creation. From 2012 to 2015, our return on
average equity was 12.0%, 14.3%, 22.9% and 40.0%, respectively. According to the SAC, we
ranked No. 1 for four consecutive years from 2012 to 2015 in terms of return on average equity
among China’s top 20 largest securities firms by total assets. We derive our strong value
creation capabilities from our highly efficient capital utilization, balanced business structure
with equal emphasis on capital-light and capital-intensive businesses, our thorough
understanding of the businesses and the industries, and our stringent control over risks.
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In the past decade since our establishment in November 2005, we have rapidly developed
into a leading large full-service investment bank:

. Our total assets increased from RMB23.2 billion in 2006 to RMB183.2 billion in
2015, representing a CAGR of 25.8%. As of June 30, 2016, our total assets were
RMB175.2 billion. Our operating revenue increased from RMB1.7 billion in 2006 to
RMBI19.1 billion in 2015, with a CAGR of 30.8%. Our operating revenue was
RMB6.5 billion for the first six months of 2016. Our net profit increased from
RMB243.5 million in 2006 to RMBS.7 billion in 2015, with a CAGR of 48.7%. Our
net profit was RMB2.8 billion for the first six months of 2016;

. Investment banking: According to Wind Info, our ranking advanced from No. 14 in
2006 to No. 2 in 2015 in terms of the aggregate number of equity and debt securities
offerings underwritten by us as lead underwriter; our ranking advanced from No. 12
in 2006 to No. 2 in 2015 in terms of the aggregate amount of equity and debt
securities underwritten by us as lead underwriter;

. Wealth management:. According to Wind Info, as of June 30, 2016, the number of
mutual fund products we distributed as agent reached 2,341, ranking No. 1 in the
industry. According to the SAC, in 2015, we ranked No. 4 in the industry in terms of
the net income attributable to our agency sales of financial products. The number of
our mid-to-high-end clients increased from 73,100 in 2013 to 175,700 in 2015,
representing a CAGR of 55.0%;

. Trading and institutional client services: As of December 31, 2015, our debt
investments as a percentage of our investment assets reached 65.4%, being the
highest among Comparable H Share Listed Securities Firms. Meanwhile, we
generated a net investment return of 10.0% over proprietary trading assets in 2015,
ranking No. 3 among Comparable H Share Listed Securities Firms. According to
Wind Info, in 2015, the size of our asset securitization product offerings reached
RMB74.0 billion, an increase of 99.5% from 2014, ranking No. 3 in the industry;
and

. Investment management: The AUM of our securities firm asset management business
increased from RMB148.1 billion as of December 31, 2013 to RMB551.7 billion as
of December 31, 2015, representing a CAGR of 93.0%. As of June 30, 2016, the
AUM of our securities firm asset management business reached RMB737.3 billion,
and according to the SAC, we ranked No. 3 in terms of the AUM of our asset
management business.

Our branch network is rooted in Beijing and spans across the country. As of June 30,
2016, we had 225 securities branches and 20 futures branches in 30 provinces, autonomous
regions and directly-administered municipalities. In particular, we have strong presence in the
Five Provinces and Two Municipalities with high concentrations of affluent individuals:
Beijing, Shanghai, Guangdong, Jiangsu, Shandong, Zhejiang and Fujian. As of June 30, 2016,
the number of our securities branches in the Five Provinces and Two Municipalities as a
percentage of our total number of securities branches was 55.6%. With 36 securities branches
in Beijing, we ranked No. 1 in the industry.
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Benefitting from the highly efficient internal synergies of our comprehensive branch
network, we have retained a substantial number of valued clients. As of June 30, 2016, we had
approximately 5,300,000 wealth management clients, of which approximately 151,600 were
mid-to-high-end clients; we had approximately 13,400 corporate clients, consisting of large
SOEs playing key roles in the PRC economy, high-quality non-SOEs with economic vibrancy
as well as SMEs with most growth potential, from sectors including financial services,
high-end manufacturing, TMT, real estate, natural resources, energy saving and environment
protection, healthcare and new materials; and we had about 9,000 institutional clients,
including mutual funds, private investment funds, insurance companies and other professional
institutional investors. We believe that we can maintain our industry-leading position by
leveraging our well-distributed business branch network, high-quality client base,
comprehensive business coverage and efficient internal collaboration.

Top-ranked investment banking business with balanced and comprehensive services

We have achieved leading status in various investment banking business lines, and have
created a distinguished brand that has won broad industry recognition:

. “Best Comprehensive Securities and Investment Bank in China” in 2014 and 2015 by
Securities Times;

. Ranked No. 2 in the category of “Best Investment Bank in China” by New Fortune
magazine for three consecutive years from 2013 to 2015;

. “Best DCM House” in 2016 by FinanceAsia; and

. According to the SAC, we ranked No. 2 in the industry in 2015 in terms of our net
revenue from investment banking business.

We have a balanced and comprehensive investment banking business. We are an
industry-leader in equity financing, debt financing and financial advisory businesses. We also
have a robust pipeline for each investment banking segment:

. Equity financing: According to Wind Info, during the Track Record Period, we
ranked No. 1 and No. 3 among PRC securities firms respectively in terms of the
number and amount of equity offerings underwritten by us as lead underwriter. In
2015, we ranked No. 1 in terms of the number of A share follow-on offerings
underwritten by us as lead underwriter;

. Debt financing: According to Wind Info, during the Track Record Period, we ranked
No. 2 and No. 2 among PRC Securities firms respectively in terms of the number
and amount of domestic bond offerings underwritten by us as lead underwriter
during this period. In 2015 we ranked No. 2 and No. 2 in terms of the number and
amount of domestic bond offerings underwritten by us as lead underwriter. In
particular, we ranked No. | in terms of the amount of corporate bond offerings
underwritten by us as lead underwriter, surpassing the sum of the amounts of
corporate bond offerings underwritten by the No. 2 and No. 3 players,
demonstrating our dominant leadership position;

- 125 -



BUSINESS

. Financial advisory: According to Dealogic, during the Track Record Period, we
ranked No. 6 and No. 3 respectively in terms of the number and transaction value of
completed M&A transactions in the PRC securities industry. In 2015, we ranked No.
4 and No. 3 respectively in terms of the number and transaction value of completed
M&A transactions in the PRC securities industry. According to Wind Info, as of
June 30, 2016, we had accumulatively recommended a total number of 301 SMEs for
NEEQ quotation, ranking No. 1 among Comparable H Share Listed Securities
Firms; and

. Project pipelines: According to the CSRC, as of June 30, 2016, we had 48 IPOs, 29
follow-on offerings and 18 M&A and restructuring transactions pending approval
by regulatory authorities, ranking No. 3, No. 1 and No. 2 in the industry,
respectively.

We have a premier investment banking client base which covers industry-leading large
corporations and SMEs with most growth potentials. We also have unique expertise and
leading advantages in various sub-sectors.

. During the Track Record Period, we have provided investment banking services to
155 A share listed companies, which accounted for 5.4% of the total number of A
share listed companies as of June 30, 2016, ranking No. 2 in the industry. Nearly
40% of the PRC enterprises ranking among the Fortune Global 500 (2015) are our
clients;

. We have unique expertise and have established an industry-leading status in sectors
such as high-end manufacturing, TMT and banking. We have developed competitive
advantages in sectors such as new energy, energy saving and environment protection,
healthcare and new materials. In the high-end manufacturing sector, we completed
two rights issues with an aggregate amount of RMB2.6 billion for China Spacesat
Co., Ltd., a leader in the small commercial satellite manufacturing and application
industry, in 2007 and 2013, respectively. We also completed a private placement in
an aggregate amount of RMB46.0 billion for BOE Technology Group Co., Ltd. in
2014, which was the largest A share follow-on offering at the time. In the TMT
sector, we completed the A share IPO with an aggregate amount of RMB4.2 billion
raised for China Film Co., Ltd. in 2016, the largest A share IPO in the PRC media
industry. We completed the landmark transaction as the sole financial advisor for
China Mobile Limited’s injection of its telecommunications tower assets into China
Tower Corporation Limited in 2015, with an aggregate transaction amount of
RMBI116.7 billion. In the banking sector, the Big Five State-owned Commercial
Banks are our long-term clients. We have also provided capital market services to
over 20 joint stock commercial banks, city commercial banks and rural commercial
banks. As of June 30, 2016, we sponsored 6 out of the 18 A share IPOs of PRC city
commercial banks and rural commercial banks, which were completed or disclosed
by the CSRC and to be completed, ranking No. 1 in the industry;
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. We have achieved a clear advantage in large- and mega-sized bond offerings. With
respect to bond offerings, we participated in the underwriting of several large
corporate bond offerings, each with an offering size of more than RMB5.0 billion,
including the bond offerings by PetroChina Company Limited, Shanghai Shimao
Jianshe Co., Ltd. and Beijing Urban Construction Investment Development Co.,
Ltd. Since 2015, we have acted as lead underwriter in 11 of the 27 bond offerings,
each with an offering size of over RMB10.0 billion, ranking No. 2 in the industry.
We are adept at capturing favorable offering windows in an ever-changing market,
which gives us strong pricing capabilities; and

. Through our NEEQ business, we have prospectively broadened our investment
banking client base to include early-stage technology and innovative SMEs. We have
developed many high-quality clients in the biopharmaceuticals, Internet, new
materials, intelligent manufacturing, and culture and sports sectors. The
representative companies that we have recommended for NEEQ quotation include
an innovative medicine research and development company, a leading supplier in the
PRC of high-end titanium alloys and superconducting materials, a leading company
for remote satellite operation in the PRC, an Internet marketing company, the only
company in the PRC that had received registration permit for medical surgical robot
manufacturing, and renowned companies in the publications and performing arts
industries in the PRC. We will keep growing our NEEQ business as an important
way to serve the technology and innovative companies, and will continue to provide
them with quotation recommendation and financing services.

We have an excellent and stable investment banking team. As of June 30, 2016, according
to the SAC, among our approximately 500 investment banking professionals, 145 possessed
sponsor representative qualification, ranking No. 4 in the industry. Our outstanding team has
enabled us to establish our premier investment banking brand and, in turn, our achievements
and platforms have reinforced our team’s stability.

We are a trusted advisor of our clients and offer them tailored financial services on a
continuous basis at different stages of an enterprise’s life cycle. As an example, for Huayi
Brothers Media Corporation, we completed the A share IPO, the acquisition of Guangzhou
Yinhan Technology Co., Ltd. and a private placement in 2009, 2013 and 2014, respectively.
These transactions assisted Huayi Brothers Media Corporation to transform from a film and
television entertainment company with a relatively simple business structure into a large
comprehensive entertainment company with a diverse range of businesses covering movie and
television entertainment, brand licensing, location-based entertainment and Internet
entertainment, with its net profit growing from RMB84.0 million to RMB1,218.2 million. We
have a highly loyal client base. Approximately 91.5% of our IPO clients continue to engage us
for their subsequent capital market transactions after the completion of their IPOs.

We have strong innovation capability and have successfully completed many IPOs and
M&A transactions that were first of their kinds in various emerging industries. These
transactions have since become benchmarks for future transactions in their respective
industries. For IPOs, we completed the first A share IPO in the film and television
entertainment sector in the PRC in 2009; the first IPO in the landscaping and gardening sector
in the PRC in 2009; and the first IPO for railway safety equipment integrated solution
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providers in the PRC in 2015. For M&A transactions in the PRC, we advised on the first
financial holding enterprise’s restructuring and listing in the A share market; the first
significant asset restructuring in 2015 with financing from preferred share issuance in the A
share market; the first project approved through the fast track after the bifurcated review
system was adopted in 2015; and the first transaction in which an A share listed company
acquired and privatized a NASDAQ listed US-incorporated company. In addition, we also
completed the first securitization project with trust beneficiary right as underlying assets in
2014; the first corporate bond offered by a guarantee company (a company with guarantee as
its principal business) in the PRC in 2015; the first domestic renewable corporate bond
offering for a SOE in the real estate industry in 2016; and the first green panda corporate bond
offering in the PRC in 2016.

We have achieved significant development of our overseas business. In around three years
since the inception of our overseas business, as of June 30, 2016, we have completed 12 IPOs
and 5 follow-on offerings in Hong Kong, raising an aggregate of approximately US$22.6
billion. In 2014, as a financial advisor, we completed the restructuring transaction in which
CITIC Group injected assets valued at RMB227.0 billion into CITIC Pacific Limited, a
company listed on the HKEx. We ranked No. 4 in the category of “Best Investment Bank in
Overseas Market” by New Fortune magazine in 2016. Our domestic and overseas investment
banking teams work closely together in providing integrated capital market services both at
home and abroad.

Our investment banking brand has enabled us to attract corporate clients and created
significant synergies with our other business lines. For example, many equity financing
transactions underwritten by us brought us clients in custody, margin financing and securities
lending, and collateralized stock repurchase businesses. We proactively market asset
management products to large corporate clients who have close relationships with us. We also
assist our qualified private equity portfolio companies in their IPOs and M&As.

Competitive wealth management business backed by strong sales capability

We possess strong financial products sales capability. We distribute financial products
developed in house and by third parties. As of June 30, 2016, the total number of mutual fund
products we distributed reached 2,341, ranking No. 1 in the industry. In 2015, our net income
attributable to our agency sales of financial products amounted to RMB367.7 million,
ranking No. 4 in the industry. In addition, as of June 30, 2016, together with all listed PRC
securities firms, we were the only securities firm that is qualified to conduct spot gold sales, a
business with promising future development.

We have strong ability in acquiring wealth management clients. In addition to our
business network, we have established mutually beneficial cooperation relationships with large
commercial banks in the PRC. By providing stock and fund investment advisory services to
the large number of banking clients of such commercial banks, we develop them into our
wealth management clients. The number of our mid-to-high-end clients increased from 73,100
as of December 31, 2013 to 175,700 as of December 31, 2015, representing a CAGR of 55.0%.
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In the Internet finance sector, we have established four major client traffic entrances,
namely PC transaction terminals, webpage transaction platform, mobile application and
WeChat official account, and have rapidly acquired mass market clients via Internet
marketing. For the six months ended June 30, 2016, approximately 551,600 clients opened
accounts online, accounting for approximately 97.6% of the newly opened accounts during the
same period, increasing from approximately 13.6% in 2013. We have fully launched our
Internet financing business, including “Xin e Rong ({5efi).”

With respect to client services, we have a group of professional and highly capable
financial planners and provide customized services to our mid-to-high-end clients. As of June
30, 2016, we had more than 4,700 financial planners, among whom 1,361 were our investment
advisors, ranking No. 6 in the industry. Among our investment advisors, over 81.0% have
received bachelor’s degrees or above. We launched our “You Wen (#[#])” service through our
WeChat public account, through which we bring our financial planners from offline to online,
enabling us to respond to client inquiries more quickly, which has differentiated our services,
significantly enhanced customer satisfaction and increased our client stickiness.

In the area of financial products, we have established a full product line covering cash
management, fixed income, equity investment, futures and OTC derivatives. For our
capital-based intermediary business, we provide high-quality financing services to meet our
clients’ diverse financing needs. We have achieved rapid growth in margin financing and
securities lending, as well as in collateralized stock repurchase and contractual repurchase
businesses. The balance of our margin financing and securities lending business increased
from RMB14.9 billion as of December 31, 2013 to RMB35.4 billion as of December 31, 2015,
representing a CAGR of 54.1%, and our revenue from this line of business increased from
RMBI1.3 billion in 2013 to RMB4.7 billion in 2015, representing a CAGR of 90.1%. The
balance of our collateralized stock repurchase business increased from RMB1.9 billion as of
December 31, 2013 to RMB21.4 billion as of December 31, 2015, representing a CAGR of
235.6%. As of June 30, 2016, the aggregate balance of our margin financing and securities
lending and collateralized stock repurchase businesses was RMB47.7 billion.

Our futures business experienced rapid development. According to the CSRC, in 2016,
the rating of China Securities Futures, our wholly-owned subsidiary, was upgraded from
“Class A Grade A” to “Class A Grade AA”, the highest rating ever granted by the CSRC, and
we are one of the only ten futures companies that received such rating. The fee income of
China Securities Futures has grown from RMB143.2 million in 2013 to RMB183.1 million in
2015, representing a CAGR of 13.1%.

Our business branches have also gradually evolved from a network of traditional
brokerage branches to a comprehensive network covering multiple business lines:

. Leverage our solid relationship with local governments and enterprises, our
branches assist our investment banking team to solicit corporate clients to provide
comprehensive financial services such as capital raising, M&A, restructuring and
NEEQ quotation;
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. Assist our investment banking and asset management teams in product sales and
provide local equity investment clients with deal referral, consultation, deal
matching and other services;

. Maintain in-depth business cooperation relationships with local branches of large
financial groups such as banks and insurance companies, and assist our
headquarters in developing strategic cooperative relationships with headquarters of
local key clients; and

. Assist our research team in communicating with mutual funds and private equity
funds, and expand our institutional client services.

Highly influential research and comprehensive institutional client services

Specialized research capability is the foundation for our institutional client services. Our
research is well-known and highly influential in the industry. Guided by the philosophy of
“spearheading professional investment, creating value by research” and adhering to a rigorous
approach, our research focuses on insightful and thorough coverage of various industries. Our
research team is deeply trusted by our institutional clients. As of June 30, 2016, our research
team consisted of 106 members, covering 26 industries and 2,073 A share listed companies,
accounting for 72.2% of all A share listed companies. In the “13th New Fortune Best Analyst”
competition in 2015 held by New Fortune magazine, we ranked No. 8 in the category of “Best
Domestic Research Team” and we ranked among the top ten in eight research categories. From
2012 to 2015, we ranked No. 1 in the telecommunication research and among top two in the
real estate research for four consecutive years, respectively.

Our strong trading and product design capabilities are the core competitive advantages of
our institutional client services.

. In the FICC sector, we provide expert investment advices to our institutional clients
tailored to fulfill their requirements in respect of interest rate, duration, cash flow,
leverage and other factors, and also facilitate the matching of buyers and sellers. As
of June 30, 2016, we had a fixed-income sales team of 40 persons, providing strong
support for our bond sales;

. We have a profound understanding of the FICC market and possess superior trading
capability. As of December 31, 2015, our debt investments as a percentage of our
investment assets reached 65.4%, being the highest among Comparable H Share
Listed Securities Firms. Meanwhile, we generated a net investment return of 10.0%
over proprietary trading assets in 2015, ranking No. 3 among Comparable H Share
Listed Securities Firms;

. We are a leader in terms of designing asset securitization products. In 2015, we
offered asset securitization products of an aggregate amount of approximately
RMB74.0 billion, increasing by 99.5% compared to 2014. According to Wind Info,
we ranked No. 3 in the industry in terms of the total offering size of our asset
securitization products. From the resumption of the non-performing loan
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securitization business in 2016 to July 31, 2016, the total offering size of the market
amounted to RMB4.1 billion, of which we had a market share of 29.0%, ranking
No. 2 in the industry. In September 2016, we issued the first credit risk mitigation
warrant, or CRMW, as the first securities firm to issue CRMW in industry;

. Based on our FICC product advantages, to meet the investment needs of our
institutional clients, we launched the new hybrid investment business “Fixed Income
plus Commodity” in 2015. The size of this business has grown rapidly and reached
approximately RMB6.0 billion of June 30, 2016; and

. In the derivatives product field, we offer our clients various types of customized
asset-linked option and swap products to meet their hedging and investment needs.
In 2015, the revenue from our equity derivatives business was RMB420.2 million,
representing a CAGR of 145.4% from 2013 to 2015. We have maintained a leading
position in the industry in terms of the trading volume in treasury futures. We were
awarded the “Outstanding Treasury Futures Trading Team” by the China Financial
Futures Exchange for two consecutive years in 2014 and 2015.

We began providing custody and outsourcing services to institutional clients in 2015. As
of June 30, 2016, the total asset value under our custody and outsourcing business reached
RMB70.0 billion, covering 1,170 products. Benefiting from our competitive advantages in
institutional client services, the number of our institutional clients has grown rapidly. As the
needs of institutional clients are becoming more diverse and sophisticated, we can leverage
our distinct advantages to achieve higher return.

Rapidly growing investment management business with great potential

We have a comprehensive, multi-layered and diversified investment management platform
that supports securities firm asset management, fund management and private equity
investment. While the size of our investment management business grows rapidly, we are more
focused on the revenue contribution to our clients and ourselves. The AUM of our securities
firm asset management business increased from RMB148.1 billion as of December 31, 2013 to
RMB551.7 billion as of December 31, 2015, representing a CAGR of 93.0%. As of June 30,
2016, the AUM of our securities firm asset management business reached RMB737.3 billion,
and we ranked No. 3 in terms of the AUM in the industry according to the SAC. In addition,
our asset management business has evolved from a channel-based to actively-managed
business. The number of our actively managed products as a percentage of our total AUM
increased from 16.9% as of December 31, 2013 to 22.5% as of June 30, 2016.

We strive to build a sizeable fund management platform with a robust and prudent
investment philosophy through China Securities Funds, our subsidiary. The AUM of our fund
management business increased over 20 times from RMB4.0 billion as of December 31, 2014
to RMBS86.1 billion as of December 31, 2015. As of June 30, 2016, the AUM of our fund
management business was RMB187.8 billion. Generating absolute returns for our clients is
our priority. As of June 30, 2016, all of our mutual fund products have remained profitable
despite the market downturn in 2015.
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Our wholly-owned subsidiary, China Securities Capital, has successfully developed into a
private equity fund manager. As of June 30, 2016, our AUM for the private equity investment
management business was RMB3,966.7 million, of which RMB650 million was our own funds.
As of June 30, 2016, we had completed over 50 private equity investments with a focus in the
medical, technology and environmental protection sectors. As of June 30, 2016, we had
successfully exited from four investments with an average investment return of 346.0%.

Prudent, robust and industry-leading risk management system

We uphold the philosophy of “healthy development” and adhere to the notion of “risk
management by all, risk management as priority.” We understand the significance of risk
management to the sustainable growth of a securities firm. We are not solely driven by market
trends or only focus on short-term returns. Instead, we consistently match returns with risks
and regard risk management as our priority. We are one of the only three securities firms in
the PRC securities industry that were rated “Class A Grade AA” by the CSRC for seven
consecutive years from 2010 to 2016, which was the highest rating ever granted by the CSRC.
Moreover, China Securities Futures, our wholly-owned subsidiary, was upgraded from “Class
A Grade A” in 2015 to “Class A Grade AA” in 2016 by the CSRC, the highest rating ever
granted by the CSRC, and we are one of the only 10 futures companies that were granted such
a rating in 2016.

We have established a comprehensive and sophisticated risk management system, and
formulated and implemented corresponding administration policies and evaluation systems,
covering all business lines. Utilizing business risk control modules, a centralized monitoring
system, and a risk measurement management system, we monitor and manage the market risk,
credit risk, operation risk and liquidity risk throughout the entire business process at front-,
middle- and back-end. Benefiting from our well-established risk management system and
highly efficient execution capabilities, we ensure the successful implementation of our risk
policies.

Motivated and entrepreneurial management, dedicated and loyal staff

We believe in the core value of “recognition for achievement.” We encourage and
cultivate entrepreneurship. Our management team and all employees take pride in
contributing to our growth with their coherent teamwork, utmost diligence and high
motivation. Our unique corporate culture generates strong cohesion among our employees,
improves our execution capability and drives our healthy and sustainable development.

Our senior management has an average of over 19 years’ experience in the securities
industry, which is the highest among Comparable H Share Listed Securities Firms, and the
majority of them have been in service with us since our inception in 2005. Our management
team has experienced all the cycles of the PRC securities industry in the 25 years since its
establishment, and has profound understanding of the industry. Our management team is
highly reputable and influential in various segments of the PRC securities industry, and has
been widely involved in formulating industry rules and regulations. Our vigorous management
team members are on average the youngest among Comparable H Share Listed Securities
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Firms. With their practical approach, trust and strategic vision, they have made us a leading
securities firm with a clear strategy, distinct business advantages and strong industry influence
in the past decade.

Our department heads have on average over 18 years’ experience in the securities
industry, and most of them have been in service with us since our inception. The stability of
our team ensures the continuity of our business strategies and our employees’ focus on the
long-term growth, forming the foundation of our continuous growth. We attach great
importance to our employees’ career development and commit significant resources to
enhance their professional capabilities, competency and motivation. As of June 30, 2016,
approximately 89.2% of our mid-level management team members had been promoted from
within. During the past three years, the turnover of our middle- and senior-level management
and key staff members of our core businesses was as low as approximately 1.7%. We have
adopted market-oriented incentive mechanism featuring multi-dimensional evaluation, to
create value for our clients, employees and shareholders, achieving an all-win result. Our
professional leadership, outstanding and unique corporate culture and superior brand, have
attracted a great number of talents and distinguish us from our competitors in the industry.

BUSINESS STRATEGIES

We aim to become a large best-in-class full-service investment bank with China roots and
global vision. We will adhere to the business model of equal emphasis on capital-light and
capital-intensive businesses, continue to strengthen the synergies among business lines and
optimize the market incentive mechanism. We will strive to enhance our capabilities for
serving our clients, for supporting real economy, and for improving the efficiency of wealth
generation and management, through implementing the following strategies.

Solidify the leading position of our investment banking business, maintain our status as the top
choice for clients

The investment banking business, as our core competitive business, constitutes a primary
source to attract clients and develop comprehensive businesses. With the following measures,
we plan to expand our client base, further enhance our industry understanding and improve
our professional service capabilities, as well as strengthen the collaboration between domestic
and overseas businesses, so as to provide one-stop solutions to our corporate clients globally:

. Increase our service penetration in the PRC market. We will proactively expand the
coverage of potential corporate clients in the multi-level capital markets. Leveraging
our valuable market and product research capabilities, we will strive to win client
recognition and trust to acquire a large group of new clients. For key clients, we
designate account managers to monitor their capital needs, and ensure our
participation in their significant capital market transactions;

. Expand our sector focus. Leveraging our existing strengths in industries such as

TMT, high-end manufacturing and finance, we will expand our competitive
advantages to more sectors and to acquire industry-leading clients;
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. Solidify our leading position in debt underwriting. We will optimize our existing
product lines, stay at the forefront of business innovations, extend our advantageous
geographic coverage and maintain our core competitiveness in debt underwriting
business;

. Broaden our business scope. Building on our strengths in IPOs, private placement,
M&A financing, corporate bonds and NEEQ businesses, we will continue to develop
new product offerings such as REITs and non-standard products to meet our clients’
diverse business needs; and

. Strengthen the collaboration between our domestic and overseas businesses. We will
develop businesses such as IPOs, private placements and foreign currency
denominated bond offerings in Hong Kong market to cater for our domestic clients’
cross-border financing needs. We will also develop overseas M&A, asset
restructuring and privatization businesses to meet our domestic clients’ cross-border
investment needs.

Strengthen our extensive sales channel, build an industry-leading wealth management platform

The wealth management industry is a young industry in the PRC with great growth
potential. We strive to transition our traditional brokerage business into a wealth management
business. By implementing the following measures, we plan to expand our branch network,
increase our competitiveness in Internet finance, enhance client experience, meet the financing
needs of our mid-to-high-end retail and corporate clients, and build an industry-leading
wealth management platform:

. Further develop capital-based intermediary business such as margin financing and
securities lending and collateralized stock repurchase. We will establish a
comprehensive service platform for both online and offline transactions to increase
the penetration rate in, and income contribution from, mid-to-high-end retail and
corporate clients;

. Expand our network of Type-C branches in the Five Provinces and Two
Municipalities where our mid-to-high-end clients are concentrated, especially in
Beijing. New branches, through which we provide the latest market and product
information, are primarily for client experience, while the transaction process is
gradually moved from offline to online;

. Optimize our O20 Internet platform into a full-service platform, including online
business outlets, Internet traffic referral, online consultation platform, financial
product supermarket and employee innovator platform, to achieve scalable client
traffic and client service. By introducing the concept of “Internet+,” based on
Internet financing and big data application, we plan to establish a standardized
online operation platform and a new business model with integrated Internet-based
investment and financing functions;
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. Further explore and develop two key offline channels, namely, banks and
governments. On the one hand, we plan to capitalize our relationships with
commercial banks and create a cooperation network seamlessly connecting our
products with the banks’ wealth management clients. On the other hand, we
collaborate with local governments’ financing platforms to provide comprehensive
investment and financing services for corporate clients, and expand our client
coverage;

. Enlarge our investment advisors team and improve their business capabilities to
provide customized investment advice to mid-to-high-end clients through various
training programs;

. Establish cooperative relationships with institutions such as mutual funds, private
investment funds and asset management companies, to ensure that we make the best
investment recommendations to suit the diverse investment needs of our
mid-to-high-end clients; and

. Strengthen the synergies between our wealth management business and other
businesses, fully explore potential clients for our NEEQ business and build a
comprehensive financial service chain for the NEEQ market, improve our service in
areas such as equity incentive plans, block trades, and other equity related
value-added businesses.

Enhance our FICC product advantages, build a preferred prime brokerage service platform

As the PRC capital market matures, institutional clients are playing a more important
role. We plan to implement the following measures to diversify our product offerings and
enhance our product design capability, to become a market originator and a liquidity provider.
By providing premier one-stop investment, financing, custody and other services for
institutional clients, we strive to make our prime brokerage service a top choice for our
institutional clients:

. In the FICC product area, we plan to offer a full suite of FICC products and
enhance capabilities in investment research and product design. We plan to increase
our position in certain highly liquid products with large trading volume and improve
our market-making capability;

. Enhance our brand name for the asset securitization business, maintain our
leadership position and increase our market share by capturing market
opportunities through our enhanced product design capabilities and management
expertise;

. In the equity and derivatives product areas, we plan to further develop our equity
swap and OTC option businesses to meet the various needs of institutional clients
for investment hedging and arbitrage as well as to enhance our own hedging and
product pricing capabilities; and

. Expand our custody business, optimize our algorithm trading system and
consistently provide high value-added services to our institutional investors.
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Optimize the multi-layered investment management platform, become an industry-leading
financial product provider

The investment management platform of securities firms has most comprehensive
investment product offerings and greatest investment flexibilities. Through asset management,
fund management and private equity investment management platforms, we plan to establish a
multi-layered investment management platform equipped with leading product design
capabilities to meet the various needs of our investors:

. For asset management business, we plan to offer full-spectrum products and increase
our AUM. We will continue our extensive cooperation with commercial banks,
increase the proportion of actively managed products, improve product investment
returns, and build our market reputation;

. For fund management business, we plan to explore new channels for client
acquisition, improve product offering and continuously provide high-quality
products tailored for the PRC market, with the goal of becoming a large full-service
fund;

. For private equity investment management business, we plan to continuously
strengthen our position in high-growth sectors such as healthcare, Internet and
environmental protection. We plan to increase AUM through investing our own
funds and fundraising from third parties. We will also establish alternative
investment funds when appropriate and prepare for investing in non-standard
products; and

. We plan to strengthen the cooperation with our retail sales network to learn clients’
latest needs and to understand product trends, to improve the competitiveness of
our products.

Build a leading full-spectrum investment research team
We will implement the following strategies to strengthen our investment research team
and enhance our investment research and service capabilities to meet the needs of a diverse
group of institutional clients:
. Attract talents to strengthen our research team, expand our research coverage of
both domestic and overseas listed companies, and in particular, focus on

establishing a first-class investment research team covering the booming industries;

. Expand our research sales team and improve their capabilities to broaden
institutional client coverage and increase client stickiness; and

. Continue to integrate internal services and external services and enhance
inter-departmental synergies.
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Enhance our overseas businesses, develop a full-service international investment bank

Hong Kong is the gateway to the global market. With the continuing internationalization
of the Renminbi, we expect more domestic mid-to-high-end clients and enterprises to “go
global” and generate international business opportunities for us. We will implement the
following measures to strengthen our overseas business and provide clients with
comprehensive and integrated financial services both at home and abroad:

. With the goal of “large investment bank + large asset management,” we endeavor to
achieve a balanced development of all business lines. While continuing to develop
our capital-light operations, we will gradually expand into the capital-based
intermediary business and promote our capital-driven service upgrade. By satisfying
the funding and service needs of our clients domestically and overseas, we expect to
diversify our revenue streams;

. Continuously expand our investment banking team and leverage our domestic
corporate client base to build a robust pipeline;

. Further enlarge our client base through more diverse product offerings and better
client services to enhance the market share of our brokerage business, and in turn
build up a leading global wealth management platform;

. Optimize our trading and sales platform and expand our sales coverage. By
providing trading and investment research services, we plan to create more
cross-selling opportunities across various business lines;

. Enhance our overseas asset management platform, improve product research and
development capability, develop diverse product lines, and integrate onshore and
offshore investment management platforms to meet the investment needs of clients
at both sides. We also intend to increase our AUM through setting up seed-financing
funds; and

. Broaden our network and expand our overseas branches, client base, product
offerings and research and sales capability supported by opportune capital raising
and strategic overseas M&As.

Reinforce our IT infrastructure, provide technological foundation for our leading businesses
Powerful IT infrastructure is critical for our business development and risk management.
We will implement the following measures to continually improve our software and hardware
IT support:
. Apply new technologies in areas such as big data and Internet finance to our

business, and establish highly professional technology support that provides rapid
response, comprehensive coverage and one-stop services;
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. Utilize the cutting-edge information technologies to create an industry-leading,
Internet-based financial services platform, in order to enhance customer experiences
and expand our client base;

. Maintain our industry-leading system operation and maintenance by adopting
industry best practices and through continuous improvement to support the growth
of our business lines;

. Build an effective comprehensive enterprise-level service platform and, based on our
client manager system, optimize our client service system; and

. Foster proprietary IT research and development capabilities in our core businesses.
Optimize our risk management system, maintain our industry leadership

Comprehensive and prudent risk management is the foundation of our sustained and
healthy growth. We will adhere to our principle of “risk management by all, risk management
as priority,” and continue to enhance our risk management to meet the latest regulatory
requirements as well as the needs arising from our business development, through
implementing the following measures:

. Continually improve our risk management procedures and methodologies in terms
of corporate governance, different types of credit risks and business line operations
and gradually introduce the concept of economic capital management and improve
our overall risk management;

. Closely monitor our business development, continuously supplement and improve
our market risk management policies to synchronize them with our overall risk
appetite, operational mode and risk characteristics of individual business lines as
well as market changes;

. Optimize our credit risk policies, utilize pre-incident risk control functions and
improve the procedures and methodologies for counterparty credit assessment and
granting as well as for credit exposure measurement and monitoring;

. Actively utilize the three major operational risk management tools to identify,
monitor and measure operational risks; and

. Continue to improve our quantitative analytical capabilities and optimize the risk

management system, strengthen relevant policies, and improve our risk management
efficiency.
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Strengthen employee career development, attract and cultivate top talents

We believe that developing a stable and dedicated team sharing our corporate values is
critical to deliver strong performance. We plan to adopt the following measures to strengthen
our recruiting and training to enhance our industry-leading position:

. Diversify our talent recruitment channels and increase experience and on-campus
hiring;

. Provide the best employee career development platform through training and
rotation programs, and prepare a talent reserve for our mid-to-high-level
management team;

. Improve our market-oriented remuneration system with profit sharing feature to
enhance the competitiveness of our compensation;

. Optimize our position and performance management system to provide a solid basis
for effective incentive programs; and

. Proactively explore long-term incentive measures in compliance with laws and
regulations to align the long-term interests of our shareholders and those of our
employees, especially our mid- to high-level management team.

OUR MISSION

Our mission is to attract talented people, best serve our clients, create value and
contribute to the society. As an outstanding investment bank, we attract top industry talents
with market-oriented incentives and provide comprehensive financial services to a diverse
group of clients, including individual, corporate, institutional and government clients, which
has enabled us to create great values for our clients, our employees, our shareholders and the
society at large.
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OUR BUSINESS

We are a leading full-service platform that provides comprehensive products and services
to corporate clients, financial institutions, government agencies and individuals in China and
abroad. Our principal business segments include investment banking, wealth management,
trading and institutional client services as well as investment management. The table below
sets out the detailed components of each business segment.

Investment banking

Wealth management

Trading and institutional

client services

Investment management

. Equity financing

. Debt financing

. Financial
advisory

Brokerage and

wealth
management

Margin
financing and
securities
lending

Repurchase
business

Sales and
trading of
equities

Sales and
trading of
fixed income
products
(inclusive of
OTC sales and
trading)

Investment
research

Prime
brokerage

QFII business

. Asset
management

. Fund
management

. Private equity

investment

management

The table below sets out the breakdown of our total revenue by business segments for the

periods indicated:

For the year ended December 31,

For the six months ended June 30,

2013 2014 2015 2015 2016
RMB % RMB % RMB % RMB % RMB %
(unaudited)
(in millions, except percentages)

[nvestment banking - - - - - LOILT 13.8% 19592 17.1% 33976 13.9% 7732 6.6%  2,023.0 23.4%
Wealth management - - - - 39641 S54.1%  6,067.2 53.0% 13,786.1 56.2% 76717 652%  3,727.9 432%
Trading and institutional

client services - - - - - - - 1,858.1 254% 27602 24.1% 54441 222%  2,6588.2 22.6% - 18121 21.0%
[nvestment management - - 312 45% 3752 33% 14002 5.7% 4725 4.0% 8103 9.4%
Other businesses - - - - - - 1571 2.1% 2898 2.5% 4845 2.0% 1952 1.7% 2581 3.0%
Total - - oo 73223 100% 11,4516 100% 24,5125 100%  11,770.8 100%  8,631.5 100%

140 -



BUSINESS

Investment Banking

Our investment banking business consists of:

. equity financing: to provide clients with equity financing services in domestic and
overseas capital markets;

. debt financing: to provide clients with debt financing services in domestic and
overseas markets; and

. financial advisory: to provide clients with domestic and cross-border M&A and
restructuring, NEEQ quotation recommendation and financing services.

We have established an industry-leading position in sectors such as high-end
manufacturing, TMT and banking, and have accumulated extensive experience in new energy,
energy saving and environmental protection, healthcare and new materials. We have built
excellent market reputation through executing landmark transactions. From 2013 to 2015, we
ranked No. 2 in the category of “Best Investment Bank in China” by New Fortune magazine
for three consecutive years. The aggregate number of domestic equity and debt securities
offering underwritten by us as lead underwriter in 2015 was 368, ranking No. 2 in the industry.
The aggregate number and amount of domestic debt securities offerings underwritten by us as
lead underwriter in 2015 both ranked No. 2 in the industry, and our leading position
continued in the first six months of 2016. According to the SAC, as of December 31, 2015, we
ranked No. 2 in terms of the net revenue from our investment banking business.

We have a strong client base. As of June 30, 2016, we had over 1,200 investment banking
clients. During the Track Record Period, we served 155 A share listed corporate clients,
representing 5.4% of the total number of A share listed companies as of June 30, 2016,
ranking No. 2 in the industry. Nearly 40% of the PRC enterprises ranked among the Fortune
Global 500 (2015) were our clients. We have a highly loyal client base. From January 1, 2006 to
June 30, 2016, approximately 91.5% of our IPO clients continued to engage us for their
subsequent capital market transactions. In addition, we have expanded our investment
banking services prospectively to cover early-stage technology and innovative SMEs through
our NEEQ business and built a high-quality client base in biopharmaceuticals, Internet, new
materials, intelligent manufacturing, and culture and sports.

Through our full-license investment banking platform in Hong Kong, we are able to fully
support our Chinese clients to “go global” by meeting their needs for overseas financing and
cross-border M&A. We commenced our Hong Kong investment banking business in June 2013
and as of June 30, 2016, we have completed 12 IPOs and 5 follow-on offerings as sponsor,
global coordinator, bookrunner or lead manager, raising an aggregate of approximately
US$22.6 billion. In 2014, as a financial advisor, we completed the restructuring transaction in
which CITIC Group injected assets valued at RMB227.0 billion into CITIC Pacific Limited, a
company listed on the HKEx. We ranked No. 4 in the category of “Best Investment Bank in
Overseas Market” by New Fortune magazine in 2016.

Our investment banking brand plays an important role in attracting our corporate clients

and has created significant synergies. For example, many equity financing transactions
underwritten by us brought us clients in custody, margin financing and securities lending, and
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collateralized stock repurchase businesses; we proactively market asset management products
to our large corporate clients who have close relationships with us; we also assist our qualified
private equity portfolio companies in their domestic or overseas IPOs or M&As.

During the Track Record Period, our investment banking business received wide
recognition in the industry, including:

. “Best Investment Bank in China” for three consecutive years in 2013, 2014 and 2015
by New Fortune magazine;

. “Best Full-service Securities Investment Bank in China” in 2014 and 2015 by
Securities Times;

. “Zhongguancun High Growth Enterprises Science and Technology Bo Le Award” by
Zhongguancun High-tech Enterprises Association in 2014 and 2015;

. “Best Investment Bank in NEEQ Business” in 2014 by New Fortune magazine;

. “Best Innovative M&A and Restructuring Service” in 2014 in the “M&A in the
PRC ¢ Gold Indus Award” competition held by China Securities Journal,

. “Excellent Corporate Bonds Underwriter” in 2015 in the “Excellent Institutional
and Individual Participants in the Bond Market” competition held by the Shanghai
Stock Exchange;

. “Gold Financing ¢ Best NEEQ Financing Service Award” in 2014 by Shanghai
Securities News.

For the years ended December 31, 2013, 2014 and 2015 and for the six months ended June
30, 2015 and 2016, the revenue from our investment banking business segment amounted to
RMBI1,011.7 million, RMB1,959.2 million, RMB3,397.6 million, RMB773.2 million and
RMB2,023.0 million, respectively, representing 13.8%, 17.1%, 13.9%, 6.6% and 23.4% of the
total revenue, respectively.

Equity Financing

We provide equity financing services to our clients, including IPOs and follow-on
offerings in both domestic and overseas capital markets. We believe that we are uniquely
competitive in fulfilling our clients’ equity financing needs with a strong professional team, an
effective sales team and innovation capability. As of June 30, 2016, according to the SAC, we
had 145 sponsor representatives, ranking No. 4 in the industry. We possess profound
understanding of the industries and extensive execution experience, which enable us to be one
of our clients’ first choices for equity financing transactions. Additionally, benefiting from our
long-term cooperative relationship with investors, extensive branch network as well as
synergies across business lines, our equity sales capability is well-recognized by our clients.
Furthermore, we have strong innovation capability and successfully completed a number of
“first IPOs” in and set benchmarks for various emerging industries.
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We have established a leading market position in equity financing and have a strong
pipeline. According to Wind Info, we ranked No. 1 and No. 3 respectively in terms of the
aggregate number and amount of equity offerings completed during the Track Record Period
as lead underwriter. In 2015, we ranked No. 1 in terms of the number of A share follow-on
offerings underwritten by us as lead underwriter. According to the CSRC, as of June 30, 2016,
we had 48 IPOs and 29 follow-on equity offerings pending review by regulatory authorities,
ranking No. 3 and No. 1 in the industry, respectively.

The following table sets forth a breakdown of various domestic equity financing
transactions in which we acted as lead underwriter:

For the six months ended

For the year ended December 31, June 30,
2013 2014 2015 2015 2016
Follow-on offerings":
Number of transactions - 15 24 44 15 20
Amount underwritten
(RMB in billions) - - - - 20.0 37.8 57.5 15.0 29.4
Underwriting fees
(RMB in millions)- - - - 327.3 399.8 583.0 230.0 177.0
IPO:
Number of transactions - - 7 5 4 4
Amount underwritten
(RMB in billions) - - - - - 4.2 2.9 1.5 33
Underwriting fees
(RMB in millions)- - - - 2 269.7 147.6 87.4 135.2
Total:
Number of transactions - 15 31 49 19 24
Amount underwritten
(RMB in billions) - - - - 20.0 42.0 60.4 16.5 32.7
Underwriting fees
(RMB in millions)- - - - 329.3 669.5 730.6 317.4 312.2
Note:

(1)  Mainly consists of rights issues, public issuance, and private placements (including ancillary financing
for restructuring).
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The following table sets forth some of the high-profile domestic equity financing
transactions we participated in as sponsor and lead underwriter:
Listed board

Issuer Year Summary

China Film Co., Ltd.

China Nuclear Engineering
Corporation Limited

BOE Technology Group
Co., Ltd.

Dawning Information Industry
Co., Ltd.

Power Construction
Corporation of China, Ltd.

Chongqing Changan
Automobile Co., Ltd.

China National Chemical
Engineering Co., Ltd.

Navinfo Co., Ltd.

Huayi Brothers Media
Corporation

Beijing Orient Landscape and
Ecology Co., Ltd.

2016

2016

2014

2014

2011

2011

2010

2010

2009

2009

SSE Main Board

SSE Main Board

SZSE Main Board

SSE Main Board

SSE Main Board

SZSE Main Board

SSE Main Board

SME Board

ChiNext Board

SME Board
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A share IPO of approximately RMB4.2
billion, which was the largest IPO in the
film and television entertainment sector in
the PRC as of the Latest Practicable Date

A share IPO of approximately RMBI.8
billion

Private placement of approximately
RMB46.0 billion, which was the largest
follow-on offering in terms of amount
raised in the A share market at the time

A share IPO of approximately RMB396.8
million, which won the award of “Best IPO
Deal” by New Fortune magazine in 2015

A share IPO of approximately RMB13.5
billion, which was the largest IPO in terms
of offering amount on the A share market
in 2011

Public placement of approximately
RMB3.5 billion

A share IPO of approximately RMB6.7
billion

A share [PO of approximately RMBI1.4
billion, which won the “Best IPO on the
SME Board Award” by New Fortune
magazine in 2011

A share IPO of approximately RMBI1.2
billion, which was the first IPO in the film
and television entertainment sector in the
A share market

A share IPO of approximately RMB§50.0
million, which was the first IPO in the
landscaping sector in the A share market
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Debt financing

We have full-service licenses for underwriting fixed income products, including corporate
bonds, enterprise bonds, treasury bonds, financial bonds, government-backed agency bonds,
debt financing instruments of non-financial enterprises as well as asset-backed securities. We
believe that our pricing, marketing and innovation capabilities are key to the success of our
debt financing business. We are adept at capturing favorable offering windows in an
ever-changing market, which gives us strong pricing capabilities. According to Wind Info,
during the Track Record Period, we ranked No. 2 and No. 2 respectively in terms of the
number and amount of domestic debt securities offerings underwritten by us as lead
underwriter during this period. In 2015 we ranked No. 2 and No. 2 in terms of the number and
amount of domestic debt securities offerings underwritten by us as lead underwriter. In
particular, we ranked No. 1 in terms of the amount of corporate bond offerings underwritten
by us as lead underwriter, surpassing the sum of the amounts of corporate bond offerings
underwritten by the No. 2 and No. 3 players, demonstrating our dominant leadership position.
Since 2015, we have acted as lead underwriter in 11 of the 27 bond offerings, each with an
offering size of over RMB10.0 billion, ranking No. 2 in the industry. In 2016, we were awarded
the “Best DCM House” by FinanceAsia.

The following table shows a breakdown by product type of domestic debt financing
transactions in which we acted as lead underwriter for the periods indicated:

For the six
months ended
For the year ended December 31, June 30,
2013 2014 2015 2016
Corporate bonds:
Amount underwritten
(RMB in billions) - ------ 3.0 11.5 199.1 276.7
Underwriting fees
(RMB in millions) - - - - - 41.9 50.8 1,043.7 1,071.9
Enterprise bonds:
Amount underwritten
(RMB in billions) - ------ 37.5 46.3 20.2 11.6
Underwriting fees
(RMB in millions) - - - - - - - 300.8 400.5 145.4 135.8
Convertible bonds:
Amount underwritten
(RMB in billions) - ------ 2.6 2.3 2.4 1.1
Underwriting fees
(RMB in millions) - ------ 31.2 33.2 9.9 18.9
Financial bonds:
Amount underwritten
(RMB in billions) - ------ 47.2 35.5 140.2 40.7
Underwriting fees
(RMB in millions) - ---- .- 28.0 89.4 107.5 37.5
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For the six
months ended
For the year ended December 31, June 30,
2013 2014 2015 2016
Others™:
Amount underwritten
(RMB in billions) - - .- 112.0 181.4 230.0 33.7
Underwriting fees
(RMB in millions) - ------ 35.3 259.9 383.7 100.0
Total:
Amount underwritten
(RMB in billions) - - - - - 202.3 277.0 591.9 363.7
Underwriting fees
(RMB in millions) ----- - 437.2 833.8 1,690.2 1,364.2
Note:

(1)  Others mainly consist of medium-term notes, short-term commercial papers, private placement notes,
government-backed agency bonds and exchangeable bond.

The following table sets forth, for the periods indicated, selected (by size) domestic bond
issuance in which we acted as lead underwriter:

Issuer Year Summary
China Railway 2013/2014/ Completed government-backed agency bond
Corporation 2015 offering of RMB110.0 billion in 2013;

government-backed agency bond offering of
RMB130.0 billion in 2014;
government-backed agency bond offering of
RMBS80.0 billion in 2015

PetroChina Company 2016 Completed corporate bond offering of
Limited RMB40.0 billion

Shanghai Pudong 2015 Completed financial bond offering of
Development Bank RMB30.0 billion
Co., Ltd.

Industrial Bank 2016 Completed financial bond offering of
Co., Ltd. RMB30.0 billion

China Construction 2015 Completed financial bond offering of
Bank Co., Ltd. RMB24.0 billion

China CITIC Bank 2015 Completed financial bond offering of
Corporation Limited RMBI15.0 billion
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Issuer Year Summary
Anbang Life Insurance 2015 Completed capital supplement bond
Co., Ltd. offering of RMB15.0 billion
Air China Limited 2016 Completed registration of corporate bond
offering of RMB12.0 billion and completed
the corporate bond offering of RMB4.0
billion within the registration limit
Hua Xia Bank Co., Ltd. 2014 Tier-II capital bond offering of RMB10.0
billion
Oceanwide Holdings 2015/2016 Completed corporate bond offering of
Co., Ltd. RMBS5.5 billion and medium-term notes of
RMB3.2 billion in 2015; corporate bond
offering of RMB9.8 billion in 2016
Country Garden 2016 Completed corporate bond offering of

Holdings Company
Limited

RMBS.0 billion

The following table sets forth the innovative bond or ABS projects we participated in for

the periods indicated:

Issuer/Relevant Company Year Our Role Summary
Shimao Property Holdings 2016 Sole lead The first series of private panda bond
Limited underwriter listed on exchanges in the PRC with
offering size of RMBA4.0 billion
Beijing Enterprises Water 2016 Lead underwriter ~ The first green panda bond in the PRC

Group Limited

Agricultural Bank of China
Limited

China United SME Guarantee
Corporation

2016 Lead underwriter

2015/ Lead underwriter

2016

with an aggregate offering size of RMB4.7
billion, among which RMBO0.7 billion were
issued for green projects

The largest non-performing loans-backed
securities offering since regulators resumed
non-performing loans asset securitization,
with an offering size of approximately
RMB3.1 billion

The first guarantee company (a company
with guarantee as its principal business) in
the PRC to issue corporate bond, with a
registered quota and an offering size of
approximately RMB1.5 billion
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Issuer/Relevant Company Year Our Role Summary
Country Garden Holdings 2015 Lead underwriter ~ The first series of private panda bond
Company Limited listed on the exchanges in the PRC with

offering size of RMB1.0 billion

Guangdong Highsun Group 2014 Scheme manager  The first asset-backed security offering
Co., Ltd.®V adopting double SPV structure, also the
first asset securitization deal with trust
beneficiary right as the underlying assets,
we raised approximately RMBI.5 billion
for the asset-backed security as scheme

manager
Xinjiang CGA Car Leasing 2013 Scheme manager ~ The first auto financial leasing
Services Co., Ltd. asset-backed security, we raised

approximately RMB1.0 billion for the
asset-backed security as scheme manager

Note:

(1)  Guangdong Highsun Group Co., Ltd. was a debtor in this asset securitization deal.
Financial Advisory

We provide our clients with M&A and restructuring, NEEQ quotation recommendation
and other financial advisory services.

According to Dealogic, we completed 5, 21 and 38 M&A and restructuring projects
involving an aggregate transaction value of approximately US$0.9 billion, US$19.7 billion
and US$35.2 billion in 2013, 2014 and 2015 respectively. From 2013 to June 30, 2016, we
ranked No. 6 and No. 3 respectively in terms of the number and the transaction value of
domestic M&A transactions. In 2015, we ranked No. 4 and No. 3 respectively in terms of the
number and the transaction value of domestic M&As. According to the CSRC, as of June 30,
2016, we had 18 M&A and restructuring projects pending approval, ranking No. 2 in terms of
the number of pipeline projects. We executed three out of the ten landmark domestic M&A
cases rated by New Fortune magazine in 2015, reflecting our outstanding innovation ability.
Our leading position in M&A and restructuring benefits from our high-quality and diversified
client base, comprehensive and extensive branch network, effective collaboration mechanism
as well as strong execution capability. These competitive advantages enable us to provide
customized financial advisory services to enterprises at different development stages. In 2013,
we became one of the first 10 securities firms receiving “Grade A” from the CSRC, the highest
rating in the industry, after the implementation of the bifurcated review of M&A and
restructuring, and we have maintained such rating ever since.
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The table below sets forth landmark domestic M&A transactions we have acted as
financial advisor for the periods indicated:

Client Year Summary

China Mobile Limited 2015 A project in which China Mobile Limited
injected approximately RMB116.7 billion
telecommunications tower assets into China
Tower Co., Ltd.

Power Construction 2015 A project with transaction value of
Corporation of approximately RMB17.0 billion, involving a
China, Ltd. variety of innovations such as offering at

premium by a central SOE; the first
restructuring project to raise funds through
offering preferred shares in the A share

market
Leyard Optoelectronic 2015 The first deal in which an A share listed
Co., Ltd. company acquired and privatized a

NASDAQ listed US-incorporated company

Yantai Zhenghai 2015 The first deal under fast track review since
Magnetic Material the implementation of bifurcated review
Co., Ltd. system in the A share market, which took

only 21 calendar days from filing to hearing

CITIC Pacific Limited 2014 An asset restructuring project in which
CITIC Group injected assets valued at
RMB227.0 billion into CITIC Pacific
Limited, a company listed on the HKEX,
regarded as the benchmark for “going
global” transactions by SOEs.

AVIC Aviation Engine 2014 The largest business consolidation
Corporation PLC. transaction in the aircraft engine industry in
the PRC
AVIC Capital Co., Ltd. 2012 The listing of the first financial holding

company through restructuring in the A
share market

In 2009, we were approved to conduct NEEQ quotation recommendation and financing
business as chief agency broker. In 2013, 2014 and 2015 and the first half of 2016, we
recommended a total of 9, 48, 134 and 101 companies, respectively, to be quoted on the
NEEQ. According to Wind Info, as of June 30, 2016, we had accumulatively recommended 301
companies to be quoted on the NEEQ, ranking No. 1 in Comparable H Share Listed Securities
Firms. We raised a total of RMB7,293.7 million for our clients in their NEEQ offerings in
2015. When selecting target clients, we focus on their growth potential and core
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competitiveness in their respective sectors. We are committed to developing long-term
relationship with our clients and focus on the potential to provide IPO service and other
financing services to them in the future.

We have expanded the investment banking services prospectively to cover growing
technologically innovative SMEs through our NEEQ business, and provide quotation and
financing services to companies in biopharmaceuticals, Internet, new materials, intelligent
manufacturing and other sectors. The table below sets forth the representative NEEQ projects
we completed as lead underwriter for the periods indicated:

Issuer Year Summary

IAT Automobile 2016
Technology Co., Ltd.

A leading domestic independent automotive
design and development services provider

Jiangsu Hengshen 2015 One of the leading domestic enterprises in
Co., Ltd. the carbon fiber industry

TINAVI Medical 2015 The only domestic company which has been
Technologies granted the registration permit for medical
Co., Ltd. surgical robot

Mobvista Co., Ltd. 2015 A leading domestic company in Internet

marketing and advertising

CITIC Press 2015 One of the leading publishers in the PRC
Corporation

Beijing Fun Age 2015 One of the representative domestic
Entertainment enterprises in the performing arts industry
Co., Ltd.

Western 2014 A leading domestic supplier of high-end
Superconducting titanium and superconducting materials
Technologies Co.,

Ltd.

Shanghai Benemae 2014 A representative project demonstrating
Pharmaceutical NEEQ’s support to innovative drug research
Corporation and development companies
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Continuing Service

We provide our clients with excellent continuing services through our one-stop business

platform. We maintain long-term relationship with our clients and grow with them, through

providing tailored and quality investment banking services at their various development stages

and accomplishing strategic capital market transactions for them as sponsor, underwriter or

financial advisor, representative transactions of which are set forth as below:

Client Project List
BOE Technology Group private placement of approximately RMB9.0 billion
Co., Ltd. (2010)

Bank of Communications
Co., Ltd.

private placement of approximately RMB46.0 billion,
the largest follow-on offering by then (2014)

corporate bond offering of approximately RMB10.0
billion (2016)

private placement of approximately RMB29.8 billion
(2012)

financial bond offering of approximately RMB10.0
billion (2013)

financial bond offering of approximately RMB30.0
billion (2015)

preferred share offering of approximately RMB45.0
billion (2016)
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Client

Project List

Bank of Beijing Co., Ltd.

Beiqi Foton Motor Co.,
Ltd.

SZZT Electronics Co.,
Ltd.

IPO with offering amount of approximately RMB15.0
billion (2007)

private placement of approximately RMB11.8 billion
(2012)

financial bond offering of approximately RMB30.0
billion (2013)

preferred share offering of approximately RMB4.9
billion (2015)

financial bond offering of approximately RMB30.0
billion (2015)

Tier-1I capital bond offering of approximately
RMBI18.0 billion (2015)

preferred share offering of approximately RMB13.0
billion (2016)

financial bond offering of approximately RMB30.0
billion (2016)

private placement of approximately RMB2.5 billion
(2010)

private placement of approximately RMB4.9 billion
(2012)

private placement of approximately RMB3.0 billion
(2010)

corporate bond offering of approximately RMBI1.0
billion (2010)

IPO with offering amount of approximately
RMB248.0 million (2007)

private placement of approximately RMB524.0
million (2013)

corporate bond offering of approximately RMB400.0
million (2015)

private placement of approximately RMB1,512.0
million (2016)
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Client

Project List

Guangdong Dongfang
Precision Science and
Technology Co., Ltd.

Xiangxue Pharmaceutical
Co., Ltd.

China Gezhouba Group

Company Limited

Beijing Wangfujing Group
Co., Ltd.

IPO with offering amount of approximately
RMB527.0 million (2011)

outbound M&A deal with a transaction value of
approximately EUR40.8 million (2014)

private placement of approximately RMB500.0
million (2016)

IPO with offering amount of approximately RMBI.1
billion (2010)

corporate bond offering of approximately RMB540.0
million (2012)

rights issue of approximately RMBI1.6 billion (2015)

convertible bonds with detachable warrants offering
of approximately RMBI1.4 billion (2008)

rights issue of approximately RMB2.0 billion (2009)

private placement of approximately RMB4.0 billion
(2014)

corporate bond offering of approximately RMB10.0
billion (2016)

renewable corporate bond offering of approximately
RMBI10.0 billion (2016)

convertible bond offering of approximately
RMBS821.0 million (2009)

introduction of strategic investment (2010)

private placement of approximately RMB1.9 billion
(2011)

corporate bond offering of approximately RMB2.2
billion (2012)

private placement of approximately RMB3.0 billion
(2016)
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Client Project List

Shanghai Tunnel . rights issue of approximately RMBI1.2 billion (2008)
Engineering Co., Ltd.
. corporate bond offering of approximately RMBI1.4
billion (2009)

. major asset acquisition with a transaction value of
approximately RMB6.4 billion (2012)

. convertible bond offering of approximately RMB2.6
billion (2013)

China International Travel -« IPO with offering amount of approximately RMB2.6
Service Corporation billion (2009)
Limited
. private placement of approximately RMB2.6 billion
(2013)

Wealth Management
Overview

Our wealth management business primarily consists of:

. Brokerage and wealth management: we provide individual and corporate clients with
brokerage of stocks, bonds, funds, derivatives and other tradable securities, and
offer investment advisory services customized for wealth management clients to
meet their risk and return preferences. We distribute financial products developed in
house and by third parties;

. Margin financing and securities lending: we offer margin financing and securities
lending services to our clients; and

. Repurchase business: we enter into collateralized stock repurchase and contractual
repurchase transactions with our clients.

We have strong ability in acquiring wealth management clients. In addition to our 225
securities branches covering 30 provinces, autonomous regions and direct-administered
municipalities across the country, we have established mutually beneficial cooperation
relationships with major commercial banks in the PRC. By providing stock and fund
investment advisory services to the large number of banking clients of these commercial
banks, we can develop them into our wealth management clients. We have strong capability in
distributing third-party financial products. According to Wind Info, as of June 30, 2016, the
total number of mutual fund products we distributed as agent amounted to 2,341, ranking No.
1 in the industry. With respect to client services, we have a group of professional and highly
capable financial planners who provide one-on-one customized services to our
mid-to-high-end clients. We have established a full product line covering cash management,
fixed income, equity investment, futures and OTC derivatives. In addition, we also provide
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mid-to-high-end clients with capital-based intermediary financing services, among which our
margin financing and securities lending, collateralized stock repurchase and contractual
repurchase businesses are competitive in the industry.

We actively engage in business innovations. In June 2015, we became the first securities
firm that was approved by the PBOC to conduct sales of precious metals. As of June 30, 2016,
together with all listed PRC securities firms, we are the only qualified securities firm for this
business. Currently our precious metal business has developed into a full-service business
covering trading, leasing, price inquiry and other services. As of December 31, 2015, the sales
volume from our precious metals reached approximately RMB25.0 million, showing great
potential. In addition, in 2015, we established the “Treasure Bowl ((RE#)” platform
connecting projects and funds, through which we have completed a total of 18 non-standard
equity and debt financing transaction raising an aggregate amount of RMB10.6 billion during
the same year.

Our wealth management business has received wide recognition in the industry during the
Track Record Period and received many awards, including:

. “Best Securities Brokerage Firm” in 2015 in the “Best Wealth Management
Institution” competition held by Securities Times;

. “Best Securities Brokerage Firm,” “Best Margin Financing and Securities Lending
Securities Firm” and “Best Investment Advisory Service Brand (Zhi Duo Xing & £
A)” in 2014 in the “Best Wealth Management Institution” competition held by
Securities Times; and

. “Securities Firm with the Greatest Growth Potential” in 2013 in the “Best Wealth
Management Institution” competition held by Securities Times.

For the years ended December 31, 2013, 2014 and 2015 and the six months ended June
30, 2015 and 2016, our revenue from wealth management segment amounted to RMB3,964.1
million, RMB6,067.2 million, RMB13,786.1 million, RMB7,671.7 million and RMB3,727.9
million, accounting for 54.1%, 53.0%, 56.2%, 65.2% and 43.2% of our total revenue,
respectively.

Brokerage and Wealth Management
Overview

We provide individual and corporate clients with brokerage of stocks, bonds, funds,
derivatives and other tradable securities. For the years ended December 31, 2013, 2014 and
2015 and the six months ended June 30, 2015 and 2016, the average stock and fund
commission rate of our securities brokerage business was 0.76%o, 0.63%o, 0.49%0, 0.49%0 and
0.49%o respectively. However, we managed to reduce the operating expenses of our securities
brokerage business due to our streamlined branch network and online platforms. Meanwhile,
we will continue to provide and upgrade our differentiated value-added services with varying
commission rates, in order to mitigate the adverse impact on our operations from the
decreasing average commission rate.
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The following table sets forth the trading volume of our brokerage accounts by asset type
for the periods indicated:

For the year ended December 31, For the six months ended June 30,

2013 2014 2015 2015 2016

Trading ~ Market  Trading ~ Market  Trading ~ Market  Trading =~ Market ~ Trading  Market
turnover share turnover share turnover share turnover share turnover share

(RMB in billions, except percentages)

Stocks -+ - - 3,098.8  3.3% 49302  33% 157925 31% o 87370 31% 38237  3.0%
Funds - - - -+ oo oo 1963 8.0% 406.2  10.3% 11543 7.4% 841.5  8.6% 69.0  2.5%
Bonds -+ - v oo 6,177.5  49% 10,0813  57% 14,0526 5.0% 58284 44% 88709  4.4%
Total® .. .. 94725  43% 154177 47% 30,9994  3.9% 154069 3.7% 12,763.6  3.9%
Note:

(1) The trading volume of our brokerage accounts included the total trading volume of individual,
corporate and institutional clients.

Source: Shanghai Stock Exchange, Shenzhen Stock Exchange

We were among the first group of securities companies in China to obtain the
qualification for pilot Shanghai-Hong Kong Stock Connect business in October 2014 and we
officially launched our Shanghai-Hong Kong Stock Connect business in November 2014. As
of June 30, 2016, we had approximately 35,800 clients, with an accumulated trading volume of
RMB22.2 billion and a market share of 2.6%. We believe that, as the connection between
Shanghai and Hong Kong further deepens, along with the prospective launch of the
Shenzhen-Hong Kong Stock Connect business, the southbound trading business has strong
growth potential and will promote the healthy development of multi-level capital markets.

Clients

We have a large and loyal brokerage client base. As of June 30, 2016, we had
approximately 5,300,000 wealth management clients in the PRC, including individual and
corporate clients. During the Track Record Period, the number of our wealth management
clients increased steadily, from about 3,841,100 as of December 31, 2013 to 4,718,700 as of
December 31, 2015, representing a CAGR of 10.8%.

As of June 30, 2016, approximately 61.0%, or 3.2 million, of our wealth management
clients, were active clients, and approximately 33.4% of our clients had maintained accounts
with us for over ten years. We offer a broad range of products and services to meet our clients’
diversified financial needs. We categorize our brokerage clients into regular clients (with a
account balance value of RMB500,000 or less), mid-to-high net worth clients (with a account
balance value equivalent to or above RMB500,000 but less than RMBS5 million) and private
banking clients (with a account balance value equivalent to or above RMBS5 million), and we
provide differentiated products and services to suit their needs.
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As of December 31, 2013, 2014 and 2015 and June 30, 2015 and 2016, we had
approximately 73,100, 123,200, 175,700, 207,100 and 151,600 mid-to-high-end clients
(including mid-to-high net worth clients and private banking clients), respectively. The
following table sets forth the number of each type of clients for the dates indicated:

As of December 31, As of June 30,
2013 2014 2015 2015 2016
(in thousands)

Regular clients - - - - - - - - - 3,768.0 3,863.0 4,543.0 4,308.2 5,125.2
Mid-to-high net worth

clients - - 69.1 115.5 163.3 192.1 141.2
Private banking clients - - - 4.0 7.7 12.4 15.0 10.4
Total - - - - 3,841.1 3,986.2 4,718.7 4,515.4 5,276.8

Branch Network and Internet Trading System

We believe an extensive and optimized network of our securities branches still constitutes
a significant competitive advantage in brokerage business and we are dedicated to developing
and maintaining our clients through such network. During the Track Record Period, we
established a total of 85 new securities branches. As of June 30, 2016, we had 225 securities
branches in 110 cities of 30 provinces, autonomous regions and directly-administered
municipalities throughout the country. As of June 30, 2016, the number of our branches
located in the Five Provinces and Two Municipalities (Beijing, Shanghai, Guangdong, Fujian,
Zhejiang, Jiangsu and Shandong) accounted for approximately 55.6% of our total branches,
among which 36 were located in Beijing, ranking No. 1 in the industry. For the years ended
December 31, 2013, 2014 and 2015 and the six months ended June 30, 2015 and 2016, our
brokerage income from the Five Provinces and Two Municipalities accounted for
approximately 58.5%, 58.4%, 59.9%, 59.1% and 62.0% of our total revenue from brokerage
business, respectively.
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The following diagram shows our securities branch network and the number of branches
in each province, autonomous region and directly-administered municipality as of June 30,
2016.

Heilongjiang(3)
Jilin(2)
Xinjiang(1) Liaoning(5)
Inner Mongolia(l)
Ganxu(3) 4 Beijing(36)
Tianjin(5)
Hebei(@)
Ningxia(l)
' Shandong(10)
Qinghai(1) Shanxi(2)
Shaanxi(g) Henan(s) [ flangsu(17)
A Shanghai(16)
Hubei(1) ~ Anhui(l)
Sichuan(7)
Chongqing Zhejiang(12)
(10)
Hunan(11) Jiangxi(13).
Guizhou .
1) Fujian(T1)

Yunnan(1)
Guangxi(l) Guangdong(23)

Hainan(2)
Note: the dark grey area represents the Five Provinces and Two Municipalities

In March 2013, the CSRC relaxed the requirements for establishing new securities
branches in terms of scale, region and on-site trading facilities, and allowed brokerage
accounts to be opened remotely. We began to establish Type-C brokerage branches in China in
2013. Compared with conventional securities branches, Type-C branches require less space
and less staff, and are equipped with more flexible facilities, thereby requiring lower capital
expenditures and incurring less operating expenses. As of June 30, 2016, we had 106
traditional (Type-A and Type-B) branches in the PRC which accounted for 47.1% of our total
branches and 119 Type-C branches which accounted for 52.9% of our total branches. We plan
to establish more Type-C branches to expand the geographic coverage of our brokerage
network, and to better serve our clients for off-site trading and wealth management services.

Our branches have gradually developed into an integrated service network with multiple
business lines from the traditional brokerage-based business, providing great potential for our
cross-selling activities with other business lines:

. To fulfill the SMEs’ comprehensive financial service needs, we actively develop our

corporate finance business. Through branches, we have established solid
relationships with local governments and enterprises. Relying on our full-service
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platform and the support from our investment banking business, we provide
corporate clients (mainly SMEs) with integrated financial services covering NEEQ
quotation recommendation, industry research, financing, cash management, M&A
and restructuring and other services;

. To meet the market demand for equity investments, we provide investment
institutions, enterprises, mid-to-high-end clients and other equity investment clients
with services including deal referral, consultation and connection with potential
investors;

. The branches assist the head office to develop the headquarter-to-headquarter
strategic partnership with clients through its strong local relationship with the
corresponding branches of banks, insurance companies and other financial groups;
and

. The branches connect our research team with investors such as mutual funds and
private investment funds, to expand our institutional client services.

We have been actively exploring e-trading model in recent years. We have built an online
trading platform and been continuously upgrading it to gradually move our standardized
businesses from offline to online. We have established four major client traffic entrances,
namely PC transaction terminal, webpage transaction platform, mobile APP and WeChat
official account, and have rapidly acquired mass market clients via Internet marketing. For the
six months ended June 30, 2016, approximately 551,600 clients opened accounts online,
accounting for approximately 97.6% of the newly opened accounts during the same period,
increasing from approximately 13.6% in 2013. During the same period, the online trading
volume accounted for 95.8% of the total trading volume. We believe our online trading
platform, together with existing securities branches, have enhanced client experience. Through
this platform, we will further implement more targeted and effective marketing strategies and
provide more diversified products to clients.

Wealth Management Services

In 2011, we started to provide investment advisory services to our brokerage clients,
pursuant to the Interim Provisions on the Securities Investment Advisor Business promulgated
by the CSRC. As of June 30, 2016, we had over 4,700 financial planners, of which 1,361 were
investment advisors, ranking No. 6 in the industry. Over 8§1.0% of the investment advisors had
a bachelor degree or above. Our financial planners have strong industry expertise and in-depth
product knowledge, and effectively collaborate with the investment banking and fund
management departments to explore business opportunities.

As of June 30, 2016, we had a total of 63 investment advisory service products,
comprehensively covering various kinds of investment and strategy consultation needs of our
clients. We provide market updates, investment strategies and company and industry
information and analysis through SMS, MMS and other messaging services. We advise our
clients on investment portfolios to meet their investment and risk appetites. Our investment
advisors maintain regular contact with clients to follow up on their asset allocation as well as
to provide them with customized investment advice.
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We distribute a variety of financial products developed in-house and by third-party
financial institutions through the online and offline networks, including fund products, asset
management schemes, trust products, bank wealth management products and insurance
products. We have developed an extensive in-house product line, with product type ranging
from cash management, fixed income to floating income, with investment threshold ranging
from RMB50,000 to RMB10 million, with product maturity ranging from one day to one year,
to meet our clients’ investment needs. We have strong agency sale capability. According to
Wind Info, as of June 30, 2016, the number of mutual fund products we distributed reached
2,341, ranking No. 1 in the industry.

The following table sets forth the type and amount of all the financial products we
distributed for the periods indicated:

For the six months ended

For the year ended December 31, June 30,
2013 2014 2015 2015 2016
(RMB in millions)

Mutual funds (including

segregated accounts) - - - 45,713.4 64,212.0 111,865.0 53,436.0 45,776.4
Trust schemes - - - - -+ - -+ - 669.3 800.8 503.9 448.7 146.2
SAM schemes of mutual

fund subsidiaries - - - - - - 448.7 30,934.6 67,629 .4 40,904.1 14,380.2
Private equity fund

products - -+ oo - - 2,706.3 2,555.3 254
Insurance products - - - - - - - 0.3 23.9 - -
Bank wealth management

products - -+ oo 943.2 63.4 2,371.4 512.3 4,832.5
Total - -+ v 47,774.6 96,011.1 185,099.9 97,856.4 65,160.7

Futures Brokerage

We engage in commodity futures brokerage and financial futures brokerage businesses
mainly through our wholly-owned subsidiary, China Securities Futures, which is a general
clearing member of Shanghai Futures Exchange, Dalian Commodity Exchange, Zhengzhou
Commodity Exchange and China Financial Futures Exchange. As of June 30, 2016, we
provide brokerage services for futures products covering agricultural products, gold and silver,
chemical products, metals and other commodity futures, and SSE 50 Index, CSI 500 Index,
CSI 300 Index, five-year and ten-year treasury bond and other financial futures. According to
the CSRC, in 2016, China Securities Futures’ rating was upgraded from “Class A Grade A” to
“Class A Grade AA,” the highest rating ever granted by the CSRC, and we are one of the only
ten futures companies that received such rating.

As of June 30, 2016, we had a total of approximately 75,300 futures brokerage clients,
among which approximately 18,260 were active clients. As of the same date, we had 20 futures
brokerage branches and 207 securities branches approved by the CSRC to engage in futures IB
business, through which we can facilitate client referral to China Securities Futures and
achieve cross-sales. As of June 30, 2016, the total equity of our IB business clients amounted
to RMB2,120.9 million, with a revenue contribution of RMB39.1 million for the same period.
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The following table sets forth the relevant data of our futures brokerage business for the
periods and as of the dates indicated:

As of or for the six months ended
As of or for the year ended December 31, June 30,

2013 2014 2015 2015 2016

Clients
Number (in thousands) - 42.6 51.0 66.8 58.1 75.3
Account balance of the
clients (RMB in
millions) -« 1,120.6 1,865.1 3,133.7 4,227.0 3,151.4
Daily average equity of
clients (RMB in

millions) - - - 1,724.5 2,138.5 4,493.8 3,859.2 4,855.0
Trading turnover
(in million lots) - - - - - - - 324 52.2 82.4 41.5 59.3
Trading volume
(RMB in billions) - - - - - 5,207.6 7,612.0 12,889.1 8,157.5 2,503.1
Average futures brokerage
commission rate - - - - - - 0.023%o 0.013%0 0.012%0 0.010%o 0.028%0

China Securities Futures was widely recognized for its outstanding track record and
received numerous awards, including:

. “Outstanding Member — Gold Prize” and “Treasury Futures Market Cultivation
Award” in 2014 by China Financial Futures Exchange, “Outstanding Member —
Gold Prize” and “Client Management Prize” in 2013 by China Financial Futures
Exchange;

. “Member with the Greatest Growth” for three consecutive years from 2013 to 2015
by Dalian Commodity Exchange, “Best Industry Exploration Award” in 2015 by
Dalian Commodity Exchange;

. “Great Progress in Trading Award” in 2014 by Shanghai Futures Exchange and “Top
30 Excellent Members” in 2015 by Shanghai Futures Exchange; and

. “Outstanding Member in Market Growth Award” in 2015 by Zhengzhou
Commodity Exchange.

Marketing and Customer Services

We aim at “matching products with clients” and providing premium customer services to
enhance client satisfaction. We conduct thorough research on our clients’ needs, and have
established a multi-dimensional client segmentation system based on factors such as risk
appetite, investment preference, activity, trading methods, investment experience and asset
profile, in order to intelligently identify client demands and to provide customized services.
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We continue to develop mass market clients and provide them with quality services. We
focus on strengthening cooperation with financial institutions such as commercial banks and
insurance companies for client acquisition, and provide targeted services through online
platform to a large client base by using big data, cloud computation and intelligent investment
advisory technology.

We focus on developing mid-to-high-end clients. We have a team of top financial
planners with professional knowledge and profound understanding of clients’ needs, dedicated
to provide professional advice on a comprehensive product offering.

In terms of corporate client development and maintenance, we have adopted the method
of “focusing on NEEQ business and building a comprehensive service chain covering
investment, financing and cash management for SMEs.” We established a corporate client
service chain consisting of “recommend — research — invest — finance — manage — exit,”
through which we provide SMEs with services in NEEQ quotation recommendation, industry
research, investment advisory, stock offerings, cash and market value management as well as
share selldown. For large enterprises and listed companies, we have a well-developed
“investment banking + brokerage” cross-department cooperation model, which enables our
securities branches to effectively identify clients’ capital market needs and refer potential
business opportunities to our investment banking team through providing cash management
and shareholder services.

We provide full services to our clients through branch network and internet platforms.
Our “Zhi Duo Xing Investment Advisory Services (5 £ B #&kT5)” provides multi-layer
wealth management services to our clients, while the unique “108 Mini Secretary (108/NE)”
helps clients to monitor their stock position 24/7. Our “You Wen (##[#])” service provided
through our WeChat public account enables our financial planners to respond to users’
inquiries online in real time. Our online platform helps us to develop users into clients through
enhanced user experience.

We are committed to moving our businesses from offline to online to further enhance the
efficiency of our marketing efforts and services, including:

. Online marketing. We conduct multi-channel online marketing. For example, we
plan to launch “employee innovator platform” in mobile APP, where our employees

can set up virtual stores to generate traffic and develop clients;

. Online account opening. We attract potential clients through online channels and
provide online account opening services;

. Online operation. We provide online business outlets to service our clients;
. Online sales of financial products. We offer various financial products online
through PC and mobile application to provide one-stop financial product

supermarket for clients; and

. Online business advisory. We provide various types of advisory services through our
“You Wen (1) service integrated in WeChat public account.
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Our sales and marketing team consists primarily of our financial planners and securities
brokers. As of June 30, 2016, we had over 4,700 financial planners and over 2,600 securities
brokers. Securities brokers are not our employees, but they entered into agency contracts with
us. Securities brokers are required to register in China Securities Industry Practice
Registration Management System and obtain the broker practice certificate.

Margin Financing and Securities Lending

We obtained trial qualification to engage in margin financing and securities lending
business in November 2010. Margin financing and securities lending refers to a transaction in
which the investor provides a qualified securities firm with collateral, to borrow funds and
purchase securities (margin financing transaction) or borrow securities and sell them
(securities lending transaction). Through margin financing and securities lending business, we
help our clients to utilize leverage, capture market opportunities and realize enhanced
investment returns. Margin financing and securities lending business is a capital-intensive
business and involves exposure to relevant credit risks. Please see “Risk Factors — Risks
Relating to Our Business and Industry — We may suffer significant losses from our exposure
to credit risks.”

Benefiting from our quality client base and extensive branch network, our margin
financing and securities lending business has grown significantly. As of December 31, 2013,
2014, 2015 and June 30, 2016, the balance of our domestic margin financing and securities
lending amounted to RMB14.9 billion, RMB32.0 billion, RMB35.4 billion, RMB42.4 billion
and RMB26.8 billion respectively, representing a market share of 4.3%, 3.1%, 3.0%, 2.1% and
3.1%, respectively. As of June 30, 2016, our balance of domestic margin financing and
securities lending ranked No. 10 in the industry. Our revenue from margin financing and
securities lending business increased from RMB1.3 billion in 2013 to RMB4.7 billion in 2015
with a CAGR of 90.1%.

For potential clients of our margin financing and securities lending business, we assess
their qualifications for opening margin financing and securities lending accounts based on
multiple factors, including the client’s income, asset, investment experience and risk appetite.
To be qualified to open a new account, a potential client is required to have a minimum
average daily value of securities assets of no less than RMB500,000 for the last 20 trading
days and have at least six months of securities trading experience. As of June 30, 2016, we had
approximately 123,000 clients, among which approximately 59,200 were active clients, and
there were approximately 98,800 qualified potential clients. We believe that our margin
financing and securities lending business has significant growth potential, and we seek to
expand our client base by offering value-added wealth management services.

As of June 30, 2016, 874 stocks and 22 ETFs were qualified for margin financing and
securities lending in China. Our margin financing service selectively covers 859 qualified
stocks and 22 qualified ETFs, and our securities lending service selectively covers 397
qualified stocks and 7 qualified ETFs. For the years ended December 31, 2013, 2014 and 2015
and for the six months ended June 30, 2015 and 2016, the average annualized interest rate of
our margin financing business was 8.5%, 8.5%, 8.5%, 8.6% and 8.3%, and the average
annualized fee rate of our securities lending business was 7.5%, 7.5%, 7.2%, 7.2% and 8.6%,
respectively.
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The following table sets forth a summary of the major operating and financial
information of our domestic margin financing and securities lending business:

As of or for the six months ended
As of or for the year ended December 31, June 30,

2013 2014 2015 2015 2016

Number of accounts

(in thousands) - ----- .- 40.7 96.1 120.5 116.1 123.0
Balance of margin

financing and securities

lending

(RMB in billions) - - - - - 14.9 32.0 354 42.4 26.8
Overall collateral ratio" at

the end of the period - - - 236% 290% 343% 355% 337%

Trading volume of margin
financing and securities
lending (RMB in

billions) - -« o 531.2 1,397.0 4,073.0 2,288.4 930.6
Interest income

(RMB in millions) - - - - - 860.5 1,900.3 3,223.2 1,719.8 1,160.5
Note:

(1)  Overall collateral ratio is calculated by dividing the total balance of a client’s margin account, which
includes cash and securities held in the account, by the client’s margin balance, which is the sum of
margin loans extended, the securities lent and any accrued interest and fees.

We require our margin financing and securities lending clients to provide collateral in the
form of securities listed on the Shanghai Stock Exchange and the Shenzhen Stock Exchange.
We use different discount rates to determine the value of these securities. The following table
sets forth the maximum collateral discount rates applicable for various types of securities in
our margin financing and securities lending business as of June 30, 2016:

Type of Securities Discount Rate
Treasury BONdS « - « -« « v v et 95%,
ETF - - o o oo 90%
Non-ETF listed securities investment funds and non-treasury bonds - - 80%
Constituent stocks of SSE 180 Index and SZSE 100 Index - - - - -+ - - - 70%
Non-ST stocks (excluding constituent stocks of SSE 180 Index and

SZSE 100 INdEX) « -« oo v v e eee 65%
ST STOCKS  « « « « v o et et 0%

As of December 31, 2013, 2014 and 2015 and June 30, 2015 and 2016, the fair value of
the collateral of our margin financing and securities lending clients was RMB35.6 billion,
RMB93.0 billion, RMB123.3 billion, RMB152.7 billion and RMB91.9 billion, respectively. As
of June 30, 2016, the minimum overall collateral ratio we required for margin financing and
securities lending business was 130%.
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We were among the first group of securities firms licensed to conduct margin refinancing
and securities refinancing in 2012 and carried out the first refinancing transaction in August
2012. The platform of margin refinancing and securities refinancing is the only platform for
domestic securities lending business, which enables us to lend securities owned by third parties
and borrow funds and securities to provide our clients with margin financing and securities
lending services. For the years ended December 31, 2013, 2014 and 2015 and for the six
months ended June 30, 2015 and 2016, the market capitalization of our accumulated securities
refinancing was RMB569.1 million, RMB2,197.2 million, RMB7,022.1 million, RMB6,841.7
million and RMB16.6 million, respectively, the amount of accumulated margin refinancing
was RMB29.2 million, RMB766.8 million, RMB3,316.7 million, RMB3,155.6 million and
RMB206.1 million, respectively. As of June 30, 2016, we had a credit facility of RMB7.5
billion for our refinancing business and the total liabilities under our refinancing business
amounted to RMBI1.0 billion.

We anticipate that the PRC securities regulators will increase the types and number of
securities eligible for margin financing and securities lending and allow more types of
investors to engage in margin financing and securities lending activities in the near future. We
believe these developments will further drive the growth of our margin financing and
securities lending business.

