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CITYCHAMP WATCH & JEWELLERY GROUP LIMITED

Management Discussion and Analysis

Operating Results

For the six months ended 30 June 2017, the Group recorded revenue of approximately
HK$1,441,135,000 (Six months ended 30 June 2016: HK$1,408,717,000), a slight increase
of HK$32,418,000 or 2% over the corresponding period last year.

Gross profit from non-banking and financial businesses for the period was approximately
HK$702,711,000 (Six months ended 30 June 2016: HK$803,641,000), a decrease of
HK$100,930,000 or 13% over the corresponding period last year.

The EBITDA for the period was approximately HK$177,810,000 (Six months ended 30 June
2016: HK$260,726,000), a decrease of HK$82,916,000 or 32% over the corresponding
period last year.

Operating expenses (including selling and distribution expenses and administrative
expenses) for the period was approximately HK$754,035,000 (Six months ended 30 June
2016: HK$693,792,000), an increase of HK$60,243,000 or 9% over the corresponding period
last year.

Net profit after tax for the period was approximately HK$44,263,000 (Six months ended 30
June 2016: HK$135,227,000) a decrease of HK$90,964,000 or 67% over the corresponding
period last year. The decrease in net profit was mainly attributable to (i) a net loss on fair
value changes in trading portfolio investments of the Group of approximately HK$44,056,000
for the six months ended 30 June 2017 as compared to a net gain of approximately
HK$65,767,000 for the corresponding period last year; and (ii) the less favorable operating
environment in the watch market, especially the market in which European brands operate,
and the continuously weak retail industry during the first half of 2017. Having set apart
the financial impact of the gain of HK$65,767,000 and the loss of HK$44,056,000 on fair
value changes in trading portfolio investments for the six months ended 30 June 2016 and
2017, the Group should record net profit after tax of HK$69,460,000 and HK$88,319,000
for the six months ended 30 June 2016 and 2017, respectively, representing an increase of
HK$18,859,000 or 27% over the corresponding period for the last year.

Strategic Update
Notwithstanding the difficult environment, we have made good progress towards our
strategic goals.
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Management Discussion and Analysis

Strategic Update (Continued)

CONTINUOUS DEVELOPMENT OF THE LOCAL PROPRIETARY BRANDS

Despite challenging market conditions for the local proprietary brands, the Group continued
to invest in products and business structure so as to strengthen the ability to act quickly on
new business opportunities and to further leverage the advantages of our leading marketing
position and trusted brand.

CONTINUOUS DEVELOPMENT OF THE FOREIGN PROPRIETARY BRANDS

The current trend in the global economy has brought stability to the operating environment.
Backed by our competitive strengths and deep understanding of the needs of our customers,
we will redeploy our resources to realize gains in efficiency and synergy and will build on the
good progress we have made to provide long-term value.

FURTHER DEVELOPMENT OF BANKING AND FINANCIAL BUSINESSES

The Group has embarked on the banking and financial businesses by the acquisition of
Bendura Bank AG (“Bendura Bank” or the “Bank”), Shun Heng Securities Limited (“Shun
Heng”), and Hong Kong Metasequoia Capital Management Limited (“Metasequoia Capital”).

Building on the resilience and growth, Bendura Bank continued to expand the workforce
to meet with the demand for providing private banking services and fund management
services. In the private banking services, four executives have been added to the
Mandarin speaking team so as to cater for the needs of Mandarin speaking clients seeking
international private banking services. In the fund management services, another fund
management company has been set up to cater for the new business originating from the
new clients. Bendura Bank strengthened the management board by adding three more
members, precisely, head of risk management, head of accounting and finance and head of
business development, to the management board.

The acquisition of Shun Heng was completed in February 2017. Shun Heng has moved
into new premises and improved business infrastructure with an aim to grow the business
significantly.

The acquisition of Metasequoia Capital was also completed in February 2017. Matasequoia

Capital was in the process of establishing a series of funds investing in marketable securities
and bonds in Mainland China, Hong Kong and the US.
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CITYCHAMP WATCH & JEWELLERY GROUP LIMITED

Management Discussion and Analysis

Strategic Update (Continued)

DISPOSAL OF NON-CORE ASSETS

On 23 March 2017, Bright Merit Investments Limited (“Bright Merit”), Pacific Timber
Holding Limited (“Pacific Timber”) and EB Investments Holdings Limited (“EB
Investments”), all being the wholly-owned subsidiaries of the Company, entered into
an equity transfer agreement with Shenzhen Kangtian Urban Development Investment
Co., Ltd. ("Shenzhen Kangtian”). Pursuant to the agreement, Bright Merit and Pacific
Timber agreed to dispose to Shenzhen Kangtian 18.27% and 26.93% equity interests they
respectively held in Seti Timber Industry (Shenzhen) Co., Ltd., (“Seti Timber”) (the “First
Phase of the Equity Transfer”), and EB Investments agreed to dispose to Shenzhen Kangtian
54.80% equity interests it held in Seti Timber (the “Second Phase of the Equity Transfer"”)
(collectively, the "Disposal”). The aggregate consideration for the Disposal amounted to
RMB1,400,000,000 (equivalent to approximately HK$1,568,000,000). As at the date of this
report, the First Phase of the Equity Transfer has been completed and the Company has
received RMB632,800,000 (equivalent to approximately HK$728,821,000), representing
45.20% of the aggregate consideration. As of the date of this report, as the controlling
interest of Seti Timber is still held by the Group, the gain generated by the Group from the
First Phase of the Equity Transfer was recognized as reserve opposed to income for the six
months ended 30 June 2017. The Company expects that the Second Phase of the Equity
Transfer will be completed and the remaining consideration of RMB767,200,000 (equivalent
to approximately HK$839,179,000) will be received during the second half of 2017. The
Company is expected to record a total gain of approximately HK$1 billion and to receive net
proceeds of approximately HK$1.4 billion from the Disposal.

These initiatives are an important part of our strategy to expand our watch, banking and
financial businesses.

We present our discussion and analysis by the following segments.
I. Watches and timepieces

|.A —local proprietary brands

|.B — foreign proprietary brands

|.C — non-proprietary brands

I.D — production and others

[I. Banking and financial businesses

[Il. Various investments
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Management Discussion and Analysis

Business Review

I.A.WATCHES AND TIMEPIECES - LOCAL PROPRIETARY BRANDS
Rossini
For the six months ended 30 June 2017, Zhuhai Rossini Watch Industry Limited
("Rossini”), a 91% subsidiary of the Group, recorded revenue of HK$497,715,000
(approximately RMB440,199,000), a decrease of HK$9,085,000 or 2% (an increase of
approximately RMB14,487,000 or 3% in RMB), from HK$506,800,000 (approximately
RMB425,712,000) for the same period last year. Net profit after tax attributable to
owners of the Company for the period under review was HK$151,136,000 (approximately
RMB133,671,000), representing an increase of HK$14,908,000 or 11% (an increase of
approximately RMB19,240,000 or 17% in RMB), from HK$136,228,000 (approximately
RMB114,431,000) for the same period last year.

30 June 2015 30 June 2016 30 June 2017

No. of distribution outlets 2,948 3,283 3,763

Rossini upholds the principle of scientific innovation and management innovation, and
strives to build unique competitive advantages for itself. The grand opening of the
second phase of Rossini watch cultural and industrial park, a facilities of 24,000 sgm
erected on an industrial site of 25,000 sgm, became a highlight in the first half of 2017
and a milestone for the sustainable development of Rossini. Being the second phase of
Rossini's facilities, it accommodates a National Certified Enterprise Technology Centre,
a National Certified Laboratory, a post-doctoral scientific research station, Guangdong
engineering center, global e-commerce centre, R&D center for mechanical movements
and smart watches, and a design center which is under application process for national
certification. It enables Rossini to move into higher value-added product segments,
strengthen its competitive advantages and consequently consolidate its leading position
in the domestic watch industry.

In May 2017, Rossini formed a joint venture company named Sino Swiss Clock & Watch
Technology Limited with a partner who is specialized and experienced in after-sales
services. Rossini owns 70% of the joint venture. Upon putting in place professional
service team with top technical expertise and high-edge machine and equipment,
Rossini is not only able to provide more efficient and excellent after-sales services in
maintaining and repairing movements, offer repair and maintenance services for high-
end watches, but also establish an occupational training platform for watch craftsmen
and technicians.



CITYCHAMP WATCH & JEWELLERY GROUP LIMITED

Management Discussion and Analysis

Business Review (Continued)

I.LA.WATCHES AND TIMEPIECES - LOCAL PROPRIETARY BRANDS (Continued)
Rossini (Continued)
Rossini’'s e-commerce sales recorded approximately HK$131,307,000 in the first half
of 2017 from HK$97,191,000 for the corresponding period last year, representing an
increase of HK$34,116,000 or 35.1%. The respective portion of Rossini’s total revenue
reached high to 26% from 22%. Following the establishment of its global e-commerce
centre and the expansion of e-commerce sales team, Rossini is well positioned to
capture the rapidly growth of e-commerce opportunities and expects stable growth in
revenue and profits from e-commerce in the upcoming years.

In the first half of 2017, the watch museum accommodated approximately 118,000
tourists (Six months ended 30 June 2016: 100,000) and the industrial tourism
generated revenue of approximately HK$13,373,000 (Six months ended 30 June 2016:
HK$14,036,000).

The brand value of Rossini has reached record high again. It has been acknowledged,
for 14th consecutive years, by the World Brand Laboratory as one of China’s 500 Most
Valuable Brands with value of approximately RMB12.28 billion, showing an impressive
increase of 20% over last year.

EBOHR Group

A decline in the overall watch retail market affected the business performance of
EBOHR in the first half of 2017. Revenue of EBOHR Luxuries International Limited and
its subsidiaries (the “EBOHR Group”) for the first half of 2017 was HK$355,947,000
(approximately RMB314,814,000), a decrease of HK$27,668,000 or 7% (approximately
RMB7,422,000 or 2% in RMB) from HK$383,615,000 (approximately RMB322,236,000)
for the same period last year. Net profit after tax during the period under review was
HK$60,105,000 (approximately RMB53,159,000), a decrease of HK$31,442,000 or
34% (approximately RMB23,740,000 or 31% in RMB), compared with HK$91,547,000
(approximately RMB76,899,000) for the same period last year.

30 June 2015 30 June 2016 30 June 2017

No. of distribution outlets 2,803 3,153 3,082
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Management Discussion and Analysis

Business Review (Continued)
I.LA.WATCHES AND TIMEPIECES - LOCAL PROPRIETARY BRANDS (Continued)

EBOHR Group (Continued)

In this challenging environment, EBOHR kept on carrying on various critical measures
which have been implemented last year and are believed to improve EBOHR's competitive
advantages and performance in the longer term. First, EBOHR's optimization on its sales
and after-sales services is ongoing. By successfully increasing the Sales per Customer,
imposing reasonable control on selling expenses and speeding up inventory turnover,
gross margin was increased. Number of distribution outlets as at 30 June 2017 dropped
slightly compared with the same period last year, which was attributed to headquarter’s
tightened management and control on regional branches and the distribution outlets.
Nonperforming distribution outlets are closed and the threshold for approving new outlet
opening is implemented, to ensure the commercial viability of the remaining distribution
outlets. Second, resources have been invested in enhancing its technical research and
development competency and ensuring its product quality. Cooperation program with
universities were launched with focus on intellectual precision manufacturing and watch
material research. Third, EBOHR has put greater efforts in marketing and promotional
activities to enhance brand awareness. EBOHR has seized the opportunities of the
increased popularity of its brand ambassador, Mr. Lu Yi, in the nationwide attributable
to his performance in a famous television series that broke the television rating record
in Mainland China. Commercial advertisements featuring the brand ambassador are
produced and published to the market winning brand power and marketing penetration.
As such, the achievements of the marketing and promotional activities are apparent.
Fourth, the construction of EBOHR's new facilities has been completed and the
interior decoration is in process with full speed. In addition, nearly hundreds of various
collections have been collected for the watch museum inside the new facilities. It is
expected that the new facilities will be fully in operation in the second half of 2017.

Contrary to the challenging environment that physical distribution outlets are facing,
the increasingly strong penetration of e-commerce in Mainland China continues to
contribute favorably to EBOHR. EBOHR's e-commerce sales recorded approximately
HK$68,230,000 in the first half of 2017 from HK$65,991,000 in the corresponding period
last year, representing an increase of HK$2,239,000 or 3.4%. The respective portion of
EBOHR's total revenue reached high to 19% from 17%. To boost the e-commerce sales,
EBOHR will put stronger efforts in internet marketing and launch more promotional
events on the e-commerce platforms.

EBOHR has been acknowledged, for 14th consecutive years, by the World Brand
Laboratory as one of China’s 500 Most Valuable Brands with value of approximately
RMBS9 billion, showing an increase of 24% over last year.



CITYCHAMP WATCH & JEWELLERY GROUP LIMITED

Management Discussion and Analysis

Business Review (Continued)

I.B.WATCHES AND TIMEPIECES - FOREIGN PROPRIETARY BRANDS
Collectively, foreign proprietary brands contributed revenue and net loss after tax for
the period of HK$239,473,000 (Six months ended 30 June 2016: HK$301,200,000) and
HK$108,452,000 (Six months ended 30 June 2016: HK$54,018,000) respectively.

During the period, the major operations of Eterna AG was relocated from Grenchen
to La Chaux de Fonds, sharing the premises of Corum, in order to improve efficiency
and generate synergy. Eterna has engaged Mr. Fabio Scherer as new ambassador to
regenerate the brand and attract younger generations. As a teenager, Mr. Fabio Scherer
won the Swiss national KF3 race in 2013 and 2014 and X30 in 2015 and he was awarded
as "Swiss Young Driver of the Year” in 2017.

During the first half of 2017, in spite of challenging market conditions, Corum managed
to generate higher revenue from markets in Hong Kong, Singapore and the US. Besides,
Corum attracts customization of the popular models such as Bubble and Admiral. It
also attracts special engraving and setting for models such as Bridge, Romulus and
Billionaire. The performance in the second half of 2017 is expected to be optimistic due
to the good response from Baselworld 2017.

The UK is still Dreyfuss' largest single market, representing 81% of turnover. The drop
in consumer confidence in the UK, both before and after the Brexit result, means that
the UK watch market continues to be soft, particularly at retail prices below GBP500.
The key strategy for the UK market is to increase the profitability of trade with the major
customers, by providing desirable watches at compelling price points that deliver the
targeted profitability. While the international market covers trade in many countries,
much of that is at early stages of development due to low brand awareness outsider the
UK. The strategy is to focus resources on profitable sales growth opportunities.
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Management Discussion and Analysis

Business Review (Continued)
1.C. WATCHES AND TIMEPIECES — NON-PROPRIETARY BRANDS

Currently, the Group held 4 distribution companies. Collectively, distribution companies
contributed revenue and net loss after tax attributable to owners of the Company for
the period of HK$110,658,000 (Six months ended 30 June 2016: HK$161,833,000) and
HK$693,000 (Six months ended 30 June 2016: HK$10,605,000) respectively.

Owing to the currently lower economic growth in Mainland China and the anti-
extravagance policies adopted by the PRC Central Government, the demand for the
imported mid-range and high-end watches was weakened in the Mainland China market,
which affected the revenue and performance of the distribution companies.

I.D.WATCHES AND TIMEPIECES - PRODUCTION AND OTHERS

The Group has the capability to produce mechanical movement ranging from basic
mechanical movement to tourbillon and fashion watches on OEM basis for leading
global brands at competitive cost.

Collectively, production companies contributed revenue and net loss after tax
attributable to owners of the Company for the period of HK$58,855,000 (Six months
ended 30 June 2016: HK$35,518,000) and HK$3,658,000 (Six months ended 30 June
2016: HK$2,720,000) respectively.

BANKING AND FINANCIAL BUSINESSES

Bendura Bank aims to accompany its clients from one generation to the next and to
provide long-term wealth creation and protection. That our highly qualified employees
are multilingual (German, England, Italian, Turkish, Russian, Polish, Czech, Slovak,
Serbian, Croatian, Slovenian, Hungarian and Mandarin) with the necessary cultural
understanding enables efficient market access internationally. That business segments
based on language regions enabling efficient market access is considered to be the key
success factor.

The range of private banking is comprehensive, focusing on, among others, following
areas:

(1) Asset management;
(2) Investment advice; and

(3) Transaction banking.
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CITYCHAMP WATCH & JEWELLERY GROUP LIMITED

Management Discussion and Analysis

Business Review (Continued)

BANKING AND FINANCIAL BUSINESSES (Continued)

Following the further acquisition of 1.47% equity interest owned by Bendura Bank's
employees in June 2017, the Group currently owns 84.69% equity interest. Revenue for
the first half of 2017 was HK$161,739,000. Net profit after tax attributable to owners of
the company for the period was HK$37,198,000.

The attractive result was attributable to the growth in interest income and the strict cost
management. The recent interest rate increases in the US led to the increase in interest
income from the interbank deposits in United States Dollar. More loans granted also
contributed to the increase in interest income. The growth in net commission and fee
income results from higher levels of trading activities by our clients, and reflects their
readiness to generate income in the securities sector. At the same time, Bendura Bank
exercised tight cost management. As a result, the cost-income ratio was improved.

As of 30 June 2017, the asset under management (Bendura Bank and its fund
management subsidiaries) was CHF3.4 billion. Total assets as at 30 June 2017
amounted to CHF1.6 billion. The momentum of growth in asset under management and
total asset is expected to continue in the medium term.

Bolstered by the performance during 2016 and the first half of 2017, Bendura Bank
improved the capital base that was well above the adequacy limit required under the
Liechtenstein banking law. The strong capital base not only enhances the trust from our
clients, but also opens the doors for further existing and new business development.

Bendura Bank continues to pursue a restrained and conservative risk management policy
for all business decisions.

In January 2017, Bendura Bank sponsored the Snow Polo World Cup in Kitzbuhel,
which was the world’s largest snow polo tournament. It was attended by clients and
intermediates (including lawyers, tax consultants, trustees and asset managers) and has
contributed immensely to new business development.

Bendura Bank continues to invest in the Mandarin speaking team so as to work on
opportunities for Mandarin speaking clients. In the fund management services, another
fund management company has been set up to cater for the new business originating
from the new clients.
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Management Discussion and Analysis

Business Review (Continued)

BANKING AND FINANCIAL BUSINESSES (Continued)

Shun Heng has moved into new premise and improved business infrastructure with
an aim to grow and diversify the business. In addition to the traditional brokerage
business, Shun Heng has established its platform for bond syndication and distribution
and launched its capital market business in the second quarter of 2017. Shun Heng's
team has rich experience and resources in underwriting bonds issued by state-owned
enterprises as well as private placement. Acting as the placing agent, Shun Heng
successfully completed a bond issuance transaction with US$150 million in June 2017
for an issuer based in Guizhou, Mainland China. In addition, Shun Heng is upgrading its
online trading system to enable a more user-friendly interface, which will be launched in
the second half of 2017.

Metasequoia Capital is in the process of establishing a series of funds investing in global
equity and bond market with a focus in Hong Kong, US and Mainland China. In the
early August, its first Global Opportunities Fund was successfully launched with AUM of
US$10 million. A few more pipeline funds targeting the bond market are currently going
through legal documentation process and expected to be launched in the third quarter
of 2017. Considering the acquisition by the Group completed in February 2017 and
holding 60% equity interest, Shun Heng and Metasequoia Capital contributed revenue
and net profit after tax attributable to owners of the Company of HK$6,254,000 and
HK$2,439,000 respectively.

VARIOUS INVESTMENTS

As at 30 June 2017, there were 30,389,058 shares of Citychamp Dartong Company
Limited (“Citychamp Dartong”) with a market value of approximately RMB208,773,000
owned by the Group. During the period under review, Citychamp Dartong declared cash
dividend of RMBO.1 for every share and the Group was entitled to receive cash dividend
of approximately RMB3,038,000.

The factory complex in Dongguan, the property on Yan He South Road, Luohu District,
Shenzhen, three shop units on Xianghua Road, Zhuhai, in Guangdong Province of
Mainland China, and one apartment in Hong Kong owned by the Group have been
leased out, with stable rental returns to the Group for the period under review. During
the period, these investment properties generated rental income of HK$9,951,000 (Six
months ended 30 June 2016: HK$10,406,000).
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CITYCHAMP WATCH & JEWELLERY GROUP LIMITED

Management Discussion and Analysis

Financial Position

(1) LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL STRUCTURE
As at 30 June 2017, the Group had non-pledged cash and bank balances of
approximately HK$5,446,870,000 (31 December 2016: HK$5,066,901,000). Based on the
borrowings of HK$1,027,494,000 (31 December 2016: HK$1,190,340,000), the corporate
bonds of approximately HK$743,873,000 (31 December 2016: HK$692,127,000) and
shareholders’ equity of HK$4,037,431,000 (31 December 2016: HK$3,632,881,000). The
Group's gearing ratio (being borrowings plus corporate bonds divided by Shareholders’
equity) was 44% (31 December 2016: 52%).

As at 30 June 2017, the Group's borrowings amounting to HK$1,010,864,000 (31
December 2016: HK$1,174,367,000) were repayable within one year or on demand,
representing 98% (31 December 2016: 99%).

The Group intends to apply a conservative approach to lending in view of the challenging
global economic environment.

List of borrowings by currencies and by nature of interest rate and by duration

Duration
Within

1 year or More than

Nature of on demand 1 year

Currency interest rate HK$'000 HK$'000
CHF Fixed/Floating 113,736 16,630
GBP Floating 55,657 -
HKD Fixed/Floating 531,150 -
RMB Fixed 115,174 -
usD Floating 195,147 -
1,010,864 16,630

(2

CHARGE ON ASSETS

As at 30 June 2017, banking facilities of the Company were secured by the Group's trade
receivables of HK$26,421,000, investment properties in Hong Kong of HK$24,100,000
and land and buildings in Switzerland with net book values of HK$122,813,000, totaling
HK$173,334,000 (31 December 2016: HK$185,263,000).
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Management Discussion and Analysis

Financial Position (Continued)

(3) CAPITAL COMMITMENTS
Capital commitments as at 30 June 2017 were approximately HK$481,320,000 in total (31
December 2016: HK$381,684,000), included the following:

1. Investment in an associate — Citychamp Allied International Limited;
2. Investment in an associate — Corum Investment Management Limited,;
3. Purchase of property, plant and equipment.

Except for the above, the Group had no other material capital commitments as at 30
June 2017.

Financial Review

(1) TOTAL ASSETS
Total asset increased from HK$17,255,820,000 as at 31 December 2016 to HK$19,703,643,000
as at 30 June 2017, mainly attributable to an increase in cash and deposits and due from
banks.

Cash and deposits

Increase/(decrease)

30 June 31 December
2017 2016 Amount
HK$'000 HK$'000 HK$'000

Cash and bank balances 801,917 428,823 373,094 87%
Sight deposits with central banks 4,644,953 4,638,078 6,875 0%
5,446,870 5,066,901 379,969 7%
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Management Discussion and Analysis

Financial Review (Continued)
(1) TOTAL ASSETS (Continued)
Due from banks

Increase/(decrease)

30 June 31 December
2017 2016 Amount
HK$'000 HK$'000 HK$'000

Due from banks on a daily basis 6,290,756 5,197,546 1,093,210 21%
Due from banks other claims 337,297 98,037 239,260 244%

Valuation adjustments for
default risk (186) (214) 28 13%
6,627,867 5,295,369 1,332,498 25%

(2) TOTAL LIABILITIES
Total liabilities increased from HK$13,403,130,000 as at 31 December 2016 to
HK$15,252,540,000 as at 30 June 2017, mainly attributable to an increase in due to
clients of Bendura Bank.

Due to clients

Increase/(decrease)

30 June 31 December
2017 2016 Amount
HK$'000 HK$'000 HK$'000

Due to clients precious metals 32,700 27,499 5,201 19%

Other amounts due to clients,
mainly bank deposits 12,039,258 10,365,548 1,673,710 16%
12,071,958 10,393,047 1,678,911 16%

(3) GROSS PROFIT FROM NON-BANKING AND FINANCIAL BUSINESSES
Gross profit was HK$702,711,000, a decrease of 13% from HK$803,641,000 for the
same period last year. Before making adjustments for intra-group transactions, Rossini
contributed a gross profit of HK$346,278,000 and a gross margin of 70% while EBOHR
contributed a gross profit of HK$226,626,000 and a gross margin of 64%.
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Management Discussion and Analysis

Financial Review (Continued)

(4) EBITDA
EBITDA was HK$177,810,000, a decrease of 32% from HK$260,726,000 for the same
period last year. Decrease in gross profit margin contributed to the decrease of EBITDA.

(5) SELLING AND DISTRIBUTION EXPENSES
Total selling and distribution expenses was HK$365,045,000, a slight decrease of 2%
from HK$370,647,000 for the same period last year.

(6) ADMINISTRATIVE EXPENSES
Total administrative expenses was HK$388,990,000, an increase of 20% from
HK$323,145,000 for the same period last year.

(7) GAIN ON FAIR VALUE CHANGES IN TRADING PORTFOLIO INVESTMENTS
There was a gain of HK$65,767,000 and a loss of HK$44,056,000 on fair value changes
in trading portfolio investments for the six months ended 30 June 2016 and 2017,
respectively. Both the gain and the loss were a result of marking the value of equity
investments to prevailing market prices.

(8) FINANCIAL COSTS
Total financial costs were HK$33,991,000, a slight decrease of 1% from HK$34,370,000
for the same period last year.

(9) NET PROFIT ATTRIBUTABLE TO OWNERS OF THE COMPANY
Net profit attributable to owners of the Company was HK$27,615,000, a decrease of
78% from HK$124,294,000 for the same period last year.

(10)INVENTORY
Inventory was HK$2,062,680,000, a slight increase of 3% from HK$1,996,187,000 as at
31 December 2016.

Environmental, Social And Governance Performance

We continually enhance our ESG efforts, our corporate governance and risk management
practices with the aim to create and deliver sustainable value to all our stakeholders. During
2017, our risk management committee commences operations effectively and at the same
time, we put into extra efforts into ESG, generating increasingly stronger impact on the
community.
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Management Discussion and Analysis

Governance and the Board

The Board remains focused on improving its effectiveness and the efficiency of the
governance processes. We believe that an appropriate mix of skills, experience and
perspectives within the Board helps strengthen its effectiveness.

On 20 January 2017, Mr. Li Qiang resigned as an independent non-executive director
and a member of the audit committee, the remuneration committee and the nomination
committee of the Company. On the same date, Mr. Rudolf Heinrich Escher was appointed
as an independent non-executive director and a member of the audit committee, the
remuneration committee and the nomination committee of the Company.

With Mr. Rudolf Heinrich Escher’s more than 30 years of experience in the banking
industry especially in the private banking business, the Board believes that his background,
experience and expertise in the banking industry will be complementary to the existing
Board and bring significant benefits to the development of the Group's banking business in
Europe.

Outlook

Looking ahead into the rest of 2017, despite the challenges of geopolitical tensions
and uncertainties, the major economic regions show sights of improvement. Business
investment is rising in the US, confidence is growing within the Eurozone and Mainland
China’s economic data is showing resilience after a slower period.

While the challenging business environment is likely to continue at least in the short term,
with our sound capital position, unique network across Mainland China and overseas and
pioneering e-commerce platform, we are in a strong position to adapt to challenging market
conditions and capture the growth opportunities ahead.

Backed by our competitive strengths and deep understanding of the needs of our clients,
our Bendura Bank will deploy the resources to realize continuous gains in the number of
clients and efficiency and build on the good progress we have made to provide long-term
value. Both asset under management and total asset are expected to growth in the medium
term. To facilitate the sustainable development, Bendura Bank also explores the opportunity
of establishing a presence in Hong Kong.
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Outlook (Continued)

By combining human resources, market opportunities and risk management, and by drawing
on the professionalism of its banking and financial employees, a powerful banking and
financial businesses segment with operations in Hong Kong and Europe would gradually be
developed.

We remain positive and hold an optimistic long-term view about the future of the Group.
We will keep investing in building the brand and the channels of distribution for the watch
business and investing in the growth of banking and financial businesses to confront the
challenges of the years ahead.

Employees and Remuneration Policy
Our sustained success would not be possible without the high levels of expertise,
professionalism and commitment shown by our employees.

As at 30 June 2017, the Group employed approximately 5,000 full-time staff in Hong Kong
and Mainland China and approximately 330 staff in Europe. The remuneration packages
offered to the employees were determined and reviewed on an arm’s length basis with
reference to the market condition and individual performance. The Group also provides other
benefits to its employees, including year-end double pay, medical insurance and retirement
benefits, and incentive bonus are offered with reference to the Group's operating results
and employees’ individual performance. All employees of the Group in Hong Kong have
joined the provident fund schemes. Employees of Group's subsidiaries in Mainland China
also participate in social insurance scheme administrated and operated by local authorities
and contributions are made according to the local laws and regulations.

Dividend

In view of the execution of agreement to dispose 100% equity interest of Seti Timber at
the consideration of RMB1.4 billion (approximately HK$1.568 billion) and relevant deposit
of HK$200,000,000 received in March 2017, the Board proposed a special dividend of HK5
cents per share on 31 March 2017. The declaration of special dividend was approved by the
shareholders in the annual general meeting held on 26 May 2017 and special dividend was
distributed on 31 July 2017.

The Board has resolved not to distribute an interim dividend for the six months ended 30
June 2017 (Six months ended 30 June 2016: Nil).
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Risk Management

The Board has the overall responsibility for overseeing the Group's risk management and
internal control systems and reviewing their effectiveness on an annual basis. The Board
is committed to implementing effective and sound internal control system to safeguard
shareholders’ investment and the Group's assets. The Board has delegated to the relevant
board committees and senior management the implementation of the internal control
system and the review of all relevant financial, operational, compliance control and risk
management functions. Relevant board committees and senior management will report to
the Board on their material findings.

Risk management is one of the important pillars in the establishment of good corporate
governance, thus the Group always implements prudent principle and maintain high
awareness in the operations. It is also an integral part in decision making process.

The Board, as assisted by the Risk Management Committee, oversees the Group's risk
management system, and conducts periodic reviews of such system to minimize potential
risks that may occur and ultimately ensure good corporate governance practice.

In accordance with the Group's development strategy, we have established a risk
management system covering all business segments to assess and manage various risks in
the Group's business activities.

RISK ASSESSMENT

Risk assessment is the process of identifying and evaluating risks and determining how
to manage these risks. At every level within the Group are both internal and external risks
that could prevent the accomplishment of established objectives. Ideally, management
should seek to prevent these risks. However, sometimes we cannot prevent the risk
from occurring. In such cases, we decide whether to accept the risk, reduce the risk to
acceptable levels, or avoid the risk. To have reasonable assurance that the Group will
achieve its objectives, we ensure each risk is assessed and handled properly.

RISK MANAGEMENT

We provide guidelines to managers throughout the Group to help determine the level of
the kinds of risk that are acceptable and not acceptable. Using these guidelines and the risk
assessment information, managers should determine whether to accept the risk in a given
situation, prevent or reduce the risk or avoid the risk entirely.
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Risk Management (Continued)

CONTROL ACTIVITIES

Control activities are tools that help prevent or reduce the risk which may affect
accomplishment of the Group’s objectives and mission. We establish control activities to
effectively and efficiently accomplish the organization’s objective and mission. We closely
monitor and evaluate control activities to ensure they are function properly and that their
effectiveness is not being compromised by such things as managerial override, collusion
or careless judgments. The distribution of resources among the control activities should be
based on the significance likelihood of the risk they are preventing or reducing.

Once the risk identified and evaluated, the Group will put together a mitigation plan that is
aimed to assist in monitoring and reporting the status of action to control each risk. Risk
with the highest ratings will be handled with urgency and the highest extent of efforts. In
addition, risk mitigation plan can also assist the Group in directing available resources to
manage the major risks.

Principal Risks And Uncertainties
The following risks are the principal risks and uncertainties facing the Group and the Board
will monitor the situation closely and adopt any necessary risk mitigation measures.

ECONOMY RISK

In respect of the segment of watches and timepieces, the continued growth in revenue
is dependent on the growth of consumer spending on watches. Any continued economic
slowdown domestically or globally may result in a decrease in consumer spending in
watches and may lead to a material adverse effect upon the Group's business and results of
operations. Currently, there are numerous challenges for both macro-economic outlook and
market conditions, domestically or globally. Our Group will redefine the strategic mix to deal
with the ever-changing economy and closely monitor the impact of the recent economic
trend.

INDUSTRY RISK

The watch industry is subject to rapidly changing market trends and competition amongst
different players domestically or globally. The watch industry is a highly competitive market,
and the pricing of and demand for our watches are greatly affected by the intensity of
competition we face. Our competitors may have strong competitive edge in terms of
financial positions, technology, design, customer relationship etc. In order to maintain our
competitiveness, we have to continuously strengthen our products, distributions and our
marketing as a whole.
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Principal Risks And Uncertainties (Continued)

E-COMMERCE RISK

In respect of the segment of watches and timepieces, e-commerce is increasingly popular
and adversely affects the traditional distribution channels for watch and timepieces business.
In the last few years, as both offensive and defensive strategy, the Group has been building
up our e-commerce segment. The Group recruits quality staff for e-commerce so that they
can work closely with the e-commerce platforms, conduct data analysis, improve customers’
experience, and ultimately expand the sales generated through e-commerce. We are yet
to develop strong social media and mobile marketing. The Group, through its subsidiaries
in Mainland China and overseas, will continue to invest in e-commerce and new marketing
approaches, such as social media and mobile marketing in the foreseeable future as a way
of continuous development of our business. In the first half of 2016 and 2017, e-commerce
accounted for approximately 11.67% and 15.80% of the Group's total revenue, respectively,
deriving from watch & timepiece business.

INTEREST RATE RISK

Interest rate risk stems from the fluctuation of the fair value or cash flows of a financial
instrument due to changes in market interest rates. The Group's exposure to the risk of
changes in market interest rates primarily to the Group’s due from client balance, debt
obligations and bank deposits within a floating interest rate. As at 31 December 2016 and 30
June 2017, the interest-bearing loans amount to HK1,190,340,000 and HK$1,027,494,000
respectively. The Group will keep monitoring the trend of interest rate of the global
capital markets and readjust the mix of fixed-rate and floating-rate interest-bearing loans
accordingly.

In respect of the banking business, interest rate risk is managed by taking into account
market conditions and controlled at a reasonable level. Applying the prudent risk appetite
and dealing with mainly the repricing risk, Bendura Bank continues to optimise the maturity
structure of deposits and take the initiative to manage sensitive gaps in interest rates for the
overall objective of achieving steady growth both in net interest income and economic value
within a tolerable level of interest rate risk.

EXCHANGE RATE RISK

In respect of the segment of watch and timepieces, most of our sales are dominated in
Renminbi and some of our purchases are made in other currencies such as Swiss Francs. As a
result, we are subject to foreign exchange rate risks and our profits may be adversely affected
should other foreign currencies such as Swiss Francs appreciate against Renminbi.

Our reporting currency is Hong Kong Dollar. When we prepare our consolidated financial
statements, the sales and purchases made in foreign currency are translated into Hong
Kong Dollar at average exchange rates of the relevant financial period whereas foreign
currency balance sheets are translated in Hong Kong Dollar at the rates at the balance sheet
date. Accordingly, the profits we derived in foreign currencies would be lower should there
be any appreciation in the exchanges of Hong Kong Dollar against the respective currencies.



INTERIM REPORT 2017

Management Discussion and Analysis

Principal Risks And Uncertainties (Continued)

EXCHANGE RATE RISK (Continued)

Fluctuations in exchange rates of foreign currencies may also affect our customers’
purchasing power and their wiliness to purchase our watches. Our business and financial
position could be adversely affected by fluctuations in exchange rates especially when
fluctuations persist.

Exchange rate also affects the value of future cash flows of a financial instrument. The
Group's exposure to exchange rate risk also primarily arise from certain financial instruments
including various balance sheet items, which are dominated in United States Dollar, Euro,
Swiss Franc, British Pound and Renminbi. The Group currently does not have a foreign
currency hedging policy but the management continuously monitors the foreign exchange
exposure.

LEGAL RISK

Operating internationally, we have to comply with various laws and regulations in the
jurisdictions in which we operate our business. Failure to comply with these laws and
regulations may result in imposition of conditions on or the suspension of sale or seizure
of products, or significant penalties or claims. In the event that the countries in which we
operate increase the stringency of such laws and regulations, our operating costs may
increase and we may not be able to pass these additional costs onto our customer. Further,
in the event that any jurisdiction in which we operate impose any new laws, regulations,
restrictions on opening new POS or other barriers to entry, our ability to expand our
business may be limited and our growth and development may be adversely affected.

Legal risk is managed by means of internal rules and directives. External legal advisors are
engaged to lower the legal risks.

BRAND RISK

Our brands are an integral part of our competitive advantage. In 2017, the total brand value
of Rossini and EBOHR amounts to higher than RMB21 billion. The Group continues to
provide quality product, distribute products through quality channels and maintain good sale
and marketing activities in order to maintain the good standing of the brands.

INTELLECTUAL PROPERTY RIGHTS RISK

Intellectual property rights, embodied in our watch-making technologies, designs and brand
names, are also an integral part of our competitive advantage. Our operations are dependent
upon the adequate protection of our intellectual property rights including trademarks,
patents, design and technological know-how. Intellectual property rights can be protected
by means of proper registrations with various government authorities of the different
jurisdictions in which we conduct business. However, there are jurisdictions that may not
be able to offer sufficient protection. We are dedicated to work with professionals to protect
our intellectual property rights all over the world.
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Principal Risks And Uncertainties (Continued)

OPERATIONAL RISK

We define operational risk as the potential for loss resulting from impact of external events
and/or inadequate or failure in the areas of internal processes, manpower and systems.
As operational risk arises from all activities carried out within the Group, the potential for
operational risk events occurring across a large and complex international organization is
a constant challenge. To address this challenge, we aim to achieve “industrial strength”
process and standards for all activities, and benchmark practices against peers, other
industries and regulatory requirements.

Operation risk is managed by means of internal control procedures and directives.

CREDIT RISK

In respect of non-banking and financial businesses, the Group's trading terms with a large
proportion of customers are mainly on credit. The credit period is generally for a period
of one to six months for major customers. The Group trades only with recognized and
creditworthy parties in order to minimize the credit risk.

The account receivable is affected by the general economic conditions in the geographies in
which the Group operates. As at 31 December 2016 and 30 June 2017, our aggregate trade
receivables after allowance for bad and doubtful debts were around HK$462 million and
HK$528 million, respectively. The Group sets limits on the exposure to any counterparty,
and credit risk is spread over a variety of customers across different markets. As such,
there is no significant concentration of credit risk. The Group also follows up the delinquent
account receivable based on an established internal system.

In respect of banking business, Bendura Bank's interbank placements are secured or placed
with banks that have an external rating of A or higher. Exceptions are individually assessed
on a monthly basis and approved subject to a detailed evaluation if necessary.

In line with the Group’s lending policy, Bendura Bank only grants collateralized loans
generally. Loans are approved and monitored by the relevant managers, the credit
committee and ultimately the board of the directors of Bendura Bank. Bendura Bank
implements a framework to provide a holistic view of the credit risks, which assess credit
risks against key criteria. Credit risk is monitored using also the concept of economic
risk capital. Standardized processes are employed to oversee compliance with the risk
requirements.
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Principal Risks And Uncertainties (Continued)

LIQUIDITY RISK

Liquidity risk is the risk that we either do not have sufficient financial resources available
to meet our obligation as they fall due, or we only access these financial resources at
excessive cost. It is our policy to maintain adequate liquidity at all times in all geographic
locations and for all currencies, and hence to be in a position to meet obligations as they fall
due. We manage liquidity risk both on a short term and structural basis. In the short term,
our focus is on ensuring that the cash flow demands can be met when required for periods
up to 30 days. In the medium term, the focus is on ensuring that the balance sheet remains
structurally sound and is aligned to our strategy. Liquid assets and liquidity coverage ratio
against the regulatory requirements are analyzed and presented to the Board and senior
management on a monthly basis.

Loans granted by Bendura Bank to its clients usually granted as part of the securities
business. Loans are granted prudently and almost exclusively against collateral. Most of
the loans are provided to borrowers in Europe and thus the related country risk is limited. In
case of interbank transactions, only first-rated counterparties are involved and limits are set.

Liquidity risk of Bendura Bank are monitored and controlled under statutory banking
regulatory provisions. The Bank always holds an amount of liquid funds that is above the
minimum required by the banking regulatory legislation.

RISK IN TRADING AND IN THE USE OF DERIVATIVES

Derivatives financial instruments by Bendura Bank are used exclusively in client transactions
or as hedging transactions. First-rated banks serve as counterparties, as is generally the
case in trading business.

EQUITY PRICE RISK

Equity price risk relates to the risk that the fair values or future cash flows of a financial
instrument will fluctuate because of change in its market price, other than those unlisted
equity investments held for strategic purposes and those valued at quoted market prices
at the end of the reporting period. The Group invests in various listed equity instruments
in Hong Kong recognized under trading portfolio investments for trading purpose and is
exposed to the equity price risk when the market price of the listed equity instruments
decrease. The equity price risk is managed by closely monitoring the price fluctuation of the
listed equity instruments and establishing appropriate exit strategies.

INVENTORY RISK

The demand for our watches is highly dependent on the customers’ preferences and
market trends, which are beyond our control. If the products of our Group fail to meet the
changing consumer preferences and market trends, slow-moving inventory will increase.
If we can’t manage inventory to source or manufacture appropriate products to suit the
consumer preference and market trends in the future, the volume of obsolete and slow-
moving inventory may increase and we need to either sell off such inventory at a lower
price or write off such inventory, in the event of which our performance may be materially
and adversely affected. The Group has initiated measures to enhance sales efficiency at
distribution outlet level, improve overall inventory management with more rapid information
exchange between the distribution outlet, the regional sale office and the headquarters, and
our increasingly strong efforts to clear inventory.
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Principal Risks And Uncertainties (Continued)

IMPAIRMENT RISK

Impairment risk is defined as the risk of written-off in respect of the amount by which the
asset’s carrying amount exceeds its recoverable amount on our individual business cash
generation unit. As stated in the accounts as at 31 December 2016 and 30 June 2017, the
total amount of goodwill and intangible assets were HK$987,738,000 and HK$1,030,096,000
respectively. They are subject to impairment if the future performance of the related
subsidiaries does not meet their expected performance. The Group will keep monitoring the
business performance of the related subsidiaries and minimize the extent of impairment, if
any.

CONCENTRATION RISK

The bond portfolio of Bendura Bank is composed of bonds with different maturity,
geography, segment and currency and hence, diversification is ensured. Risk concentration
on assets and liabilities sides are analysed and presented to the Board and senior
management on a monthly basis.

RISK RELATED TO POTENTIAL BREACH OF CAPITAL ADEQUACY RATIOS
Bendura Bank seeks to maintain a strong capital base to support the development of its
business and to meet regulatory capital and leverage requirements.

The fundamental goal is to generate an operative and suitable risk-adjusted return on
invested capital for shareholders. To achieve this goal, we seek to identify advantageous
risk-return ratios when managing capital. In doing so, the Group avoids extreme risks that
could endanger its risk capacity and thus its health and existence, managing all risks within
the risk budget. When managing capital, the group assesses both the required capital
(minimum capital amount to cover risks on the basis of supervisory requirements) as well
as the available eligible capital (available capital calculated according to the supervisory
authorities’ criteria) and evaluates the development of both as part of its capital planning.

Capital requirements as well as tier 1 and tier 2 capital are set on the basis of the IFRS
consolidated financial statements, but with a stricter definition of core capital. The
calculations on the total capital ratio, cash reserve ratio and leverage ratio are presented to
the senior management and the board of directors on a monthly basis.
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Directors’ and Chief Executive’s Interests and Short Positions in Shares and
Underlying Shares

As at 30 June 2017, the interests or short positions of the directors and chief executive in
the share capital and underlying shares of the Company or its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance (the “SFQO")) as recorded in
the register required to be kept by the Company pursuant to Section 352 of the SFO, or as
otherwise notified to the Company and the Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to the Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code”), were as follows:

(1) ORDINARY SHARES OF HK$0.10 EACH OF THE COMPANY
As at 30 June 2017, certain directors of the Company held long positions in the shares
of the Company as follows:

Percentage of
Number of the Company’s

Capacity and nature ordinary issued share

Name of directors of interest shares held capital

Hon Kwok Lung Corporate interests (Note 1)  3,017,389,515 69.36%

Personal interests 3,500,000 0.08%

Family interests (Note 2) 1,374,000 0.03%

3,022,263,515 69.47%

Shang Jianguang Beneficial owner 5,300,000 0.12%

Shi Tao Beneficial owner 5,000,000 0.11%

Lam Toi Man Beneficial owner 2,400,000 0.06%

Fung Tze Wa Beneficial owner 1,600,000 0.04%

Hon Hau Wong Beneficial owner 1,750,000 0.04%

Family interests (Note 3) 200,000,000 4.60%

201,750,000 4.64%

Tao Li Beneficial owner 5,000,000 0.11%

Sit Lai Hei Corporate interests (Note 4) 200,000,000 4.60%
Notes:

1. The 3,017,389,515 shares comprise of 1,640,128,000 shares held by Full Day Limited (“Full Day"”) and
1,377,261,515 shares held by Sincere View International Limited (" Sincere View").

2. 1,374,000 shares were held by Mr. Hon Kwok Lung's wife, Ms. Lam Suk Ying.
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Directors’ and Chief Executive’s Interests and Short Positions in Shares and
Underlying Shares (Continued)
(1) ORDINARY SHARES OF HK$0.10 EACH OF THE COMPANY (Continued)

Notes: (Continued)

3.  Mr. Hon Hau Wong is deemed to have an interest in 200,000,000 shares which are held by Qiangda
Limited, a wholly-owned subsidiary of Fengrong Investment (Hong Kong) Company Limited (“Fengrong
Hong Kong"). Fengrong Hong Kong is wholly owned by Fujian Fengrong Investment Company Limited
(“Fujian Fengrong”), which is owned as to approximately 31.5% by Ms. Lu Xiaojun, the spouse of Mr.
Hon Hau Wong.

4. The 200,000,000 shares are held by Qiangda Limited, a wholly-owned subsidiary of Fengrong Hong
Kong. Fengrong Hong Kong is wholly owned by Fujian Fengrong, which is owned as to approximately
68.5% by Ms. Sit Lai Hei.

(2) SHARE OPTIONS OF THE COMPANY
Certain directors of the Company personally hold options to subscribe for ordinary
shares of the Company. Details of exercise of such options are disclosed under the
paragraph “Share Option Scheme" below. These share options were granted pursuant
to the terms of the share option scheme adopted by the Company on 30 May 2008.

(3

LONG POSITION IN ROSSINI (NOTE 1)

Percentage of

Name of directors Nature of interest shareholding

Sit Lai Hei Corporate (Note 2) 9%

Hon Hau Wong Corporate (Note 2) 9%
Notes:

1. Rossini is owned as to 91% indirectly by the Company and 9% by Fujian Fengrong. Rossini is an
associated corporation of the Company within the meaning of Part XV of the SFO.

2. The interest in Rossini was held by Fujian Fengrong, which is owned as to approximately 68.5% by
Ms. Sit Lai Hei, an Executive Director, and 31.5% by Ms. Lu Xiaojun. Both Ms. Sit Lai Hei and Ms. Lu
Xiaojun are daughters-in-law of Mr. Hon Kwok Lung, an Executive Director of the Company. Mr. Hon
Hau Wong being the husband of Ms. Lu Xiaojun, is also deemed to be interested in the 31.5% interest
in Fujian Fengrong.

Save as disclosed above, as at 30 June 2017, no other person had registered an interest
or short position in the shares and underlying shares of the Company or any of its
associated corporations that was required to be recorded pursuant to Section 352 of the
SFO or as otherwise notified to the Company and the Stock Exchange pursuant to the
Model Code.
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Share Option Scheme
The following table discloses movements in the Company’s share options for the six months
ended 30 June 2017:

Number of share options

Name and category of Movement
participants At 1 January 2017 during the period At 30 June 2017

Independent non-
executive director

Li Qiang 3,500,000 (3,500,000) -
Other eligible employees

In aggregate 1,575,000 - 1,575,000
Other eligible persons

In aggregate 5,480,000 - 5,480,000
Total 10,555,000 (3,500,000) 7,055,000

Substantial Shareholders’ Interests in Shares and Underlying Shares

As at 30 June 2017, the following persons hold interests of 5% or more of the issued share
capital of the Company, as recorded in the register of interests required to be kept by the
Company pursuant to Section 336 of the SFO:

LONG POSITION:

Percentage of
Number of the Company’s

Name of Capacity and ordinary issued share

shareholders nature of interest shares held capital

Full Day Directly beneficially 1,640,128,000 37.70%
owned

Sincere View Directly beneficially 1,377,261,5615 31.66%
owned

Hon Kwok Lung Corporate interests (1) 3,017,389,515 69.36%

Family interests 1,374,000 0.03%

Personal interests 3,500,000 0.08%

3,022,263,515 69.47 %

Lam Suk Ying Interest of spouse (1 3,020,889,515 69.44%

Beneficial owner 1,374,000 0.03%

3,022,263,515 69.47 %
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Substantial Shareholders’ Interests in Shares and Underlying Shares (Continued)
Note:

1. Mr. Hon Kwok Lung and Ms. Lam Suk Ying are deemed to have an interest in the same parcel of
3,022,263,515 shares (1,377,261,515 shares held by Sincere View, 1,640,128,000 shares held by Full Day,
3,500,000 shares held by Mr. Hon Kwok Lung and 1,374,000 shares are held by Ms. Lam Suk Ying). The
shareholding structure was summarised in the following chart:

0.03%

20%
31.66%

Sincere View

Full Day

Hon Kwok Lung
0.08%

Save as disclosed above, as at 30 June 2017, no other person, other than the directors
and chief executive of the Company, whose interests are set out in the section headed
"Directors’ and chief executive’'s interests and short positions in shares and underlying
shares” above, had registered an interest or short position in the shares and underlying
shares of the Company that was required to be recorded pursuant to Section 336 of the
SFO.

Corporate Governance Code

During the six months period ended 30 June 2017, the Company has complied with all the
code provisions of the Code on Corporate Governance Practices (the “CG Code"”) as set out
in Appendix 14 to the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”), except with the details disclosed below:

(1) CG CODEE.1.2
CG Code E.1.2 stipulates that the Chairman of the board of directors should attend the
annual general meeting of the Company. The Chairman of the Board was unable to
attend the annual general meeting of the Company held on 26 May 2017 (the "AGM
2017") due to other business engagement.

(2) CG CODE A.6.7
CG Code A.6.7 stipulates that independent non-executive directors should attend
general meetings. One independent non-executive director did not attend the AGM 2017
due to other business engagements outside Hong Kong.
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Model Code for Securities Transactions by Directors

The Company has adopted the Model Code as the Company’s code of conduct for dealings
in securities of the Company by the directors. Based on specific enquiry of the Company’s
directors, the directors have complied with the required standards set out in the Model
Code throughout the six months ended 30 June 2017.

Board Committees

AUDIT COMMITTEE

The audit committee (the “AC") comprises the four independent non-executive directors,
Mr. Fung Tze Wa (the Chairman of the Committee), Dr. Kwong Chun Wai, Michael, Mr. Li
Qiang (resigned with effect from 20 January 2017), Mr. Zhang Bin and Mr. Rudolf Heinrich
Escher (appointed with effect from 20 January 2017).

The AC reviewed the accounting principles and practices adopted by the Group and
discussed the internal control and financial reporting matters including the review of the
unaudited interim financial information for the six months ended 30 June 2017. The AC also
reviewed and commented internal audit reports of subsidiaries and associates and adequacy
of resources, qualifications, experience and training of staff engaged in the accounting and
financial report function.

REMUNERATION COMMITTEE

The remuneration committee (the “RC") currently comprises four independent non-
executive directors, Mr. Fung Tze Wa (the Chairman of the Committee), Dr. Kwong Chun
Wai, Michael, Mr. Li Qiang (resigned with effect from 20 January 2017), Mr. Zhang Bin and
Mr. Rudolf Heinrich Escher (appointed with effect from 20 January 2017), Mr. Hon Kwok
Lung and Mr. Shang Jianguang.

The