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Financial Highlights
MBREE

Financial Summary b g b

Six months ended 30 June
Unaudited Consolidated

BZ=6A30HILAEA
AEEZAH
2017 2018 2019

(RMB milion)  (RMB million)  (RMB million)
(ANERBEL) (AR®AER) (AR®EER)

Revenue WA
— Sale of self-manufactured steel products —HERTEERNREER 17,459 19,252 15,716
— Sale of properties —HERME 901 82 47
- Others —Hit 1,881 2,135 5,288
20,241 21,469 21,051
Gross profit EH
— Sale of self-manufactured steel products —HEBTEEMHEER 2,710 3,826 2,115
— Sale of properties —HERME 129 23 8
- Others —Hft 0 117 230
2,839 3,966 2,353
EBITDA' MBRFT{EHY - MRFAA -
TEREHREF
(EBITDA) ! 3,092 4,428 2,814
Profit before income tax BrATEHLALR R 2,527 3914 2,146
Profit for the period HARSR A 1,892 3,018 1,688
Profit for the period attributable to BANANREREEE
owners of the Company FE(E ST 1,873 2,959 1,666
Basic earnings per share (RMB) BREANZ (ARET) 0.55 0.81 0.45
As at
31 December 31 December 30 June
2017 2018 2019
2017 20184 20195
12 A31H 12 A31H 6H30H
Audited Audited Unaudited
EZ EZ REER

(RMB milion)  (RMB milior)  (RMB million)
(ANREEEL) (AREFERT) (AR¥EER)

Net assets BEFAE 14,105 17,682 18,755

Total assets BWEE 24,405 29,609 32,407

Net assets value per share (excluding FREEFE (FRRIEE

non-controlling interests) (RMB) HER)(ARET) 3.94 4,68 4,96

. China Oriental Group Company Limited (the “Company”) defines " PREESSEEZERER /&_ﬁj FFZF AFDY
EBITDA as profit for the period before finance costs-net, income tax EBITDAMYE & R IR A 253K » Arig i s
expense, amortisation of intangible assets, amortisation of B EBREESE HETR T uERE
leasehold land and land use rights, depreciation and non-recurring i EMFELEMLIRB R ZBERR
itemns. During the period, there are no adjustments of non-recurring REAR - R BEEFHIEB AR BEE
items in the calculation. "R e
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Average Selling Price and Gross Profit per Tonne

of Self-Manufactured Steel Products

Financial Highlights

MBERE

BITEENHEERSHFIHESE

EREF

Six months ended 30 June
Unaudited Consolidated

Average selling price per tonne ST HEEE
Gross profit per tonne SHEEF
H-section steel products HELE 2 fn
Strips and strip products T30 o 5 B R E
Cold rolled sheets and galvanised sheets RELIR R SE TR
Billets #r
Rebar 24
Sheet piling A
Combined e

Average Selling Price per Tonne

BMFIIHESEE
5,000
4,000
3,395 3,416
3,000 2,835
2,000
1,000
0
2017 2018 2019

Six months ended 30 June

#HE6H30H 1E<EA

HEZ6A30BIEAMEA
RCEZAH

2017 2018 2019
(RMB) (RMB) (RMB)
(ANRET) (ARETT) (AR®7)
2,835 3,395 3,416
465 705 555
458 771 464
50 56 162
288 242 384
522 673 189
461 400 601
440 675 460

800

600

400

200

Average Gross Profit per Tonne

BWF1IER
675
440 460
2017 2018 2019

Six months ended 30 June

HZE6A30H 1L/ MEA
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Financial Highlights
MBREE

Sales Volume of Self-Manufactured Steel HBITEENREERREREESE S
Products Classified by Products ZHEE

Six months ended 30 June
Unaudited Consolidated

HZE6A30AIEAER
REEGEN

2017 2018 2019

('000 tonnes) (000 tonnes) (000 tonnes)

(Fug) (FHE) (Fmg)
Iy |y ——

H-section steel products HAHE & 1,697 1,893 1,779

Strips and strip products A R AR E 2,259 1,863 1,505

Cold rolled sheets and galvanised sheets RER RIE TR 144 143 136

Billets 5 784 213 112

Rebar R0 1,063 1,360 674

Sheet piling HR A 210 199 394

Total &t 6,157 5,671 4,600

Sales Volume of Self-manufactured Steel Products
BITEENHREERNWHEES

Six months ended 30 June

HZ=6A308 1H7~E A

17.3% 27.6% 24.0% 33.4% 14.7% 38.7%
2.4% |

12.7% 3.7%
2017 _h 2019
3.4%
2.3% v—
=% 2.5% X
36.7% ‘ 8.6%
-section steel products HAY i & oo ebar BXAH
BH i | prod HZY §fd 72 &7 Rebar 1244

B Strips and strip products #5 8 N #58M%8EMR [ Cold rolled sheets and galvanised sheets i #LIR B #% #54i
M Billets i 1] Sheet piling SR A
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Mr. Wong Man Chung, Francis
Mr. Wang Tianyi
Mr. Wang Bing
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Audit Committee

Mr. Wong Man Chung, Francis (Chairman)
Mr. Wang Tianyi
Mr. Wang Bing

Nomination Committee

Mr. Han Jingyuan (Chairman)
Mr. Wong Man Chung, Francis
Mr. Wang Tianyi

Mr. Wang Bing
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Mr. Wang Bing
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Corporate Information

NAEER

Company Secretary
Mr. Lam Pak Kan

Registered Office

Clarendon House
2 Church Street
Hamilton HM 11
Bermuda

Principal Place of Business in Hong Kong

Suites 901-2 & 10, 9th Floor, Great Eagle Centre
23 Harbour Road
Wanchai, Hong Kong

Bermuda Principal Share Registrar and
Transfer Office

MUFG Fund Services (Bermuda) Limited

Hong Kong Branch Share Registrar and
Transfer Office

Tricor Investor Services Limited

Auditor

PricewaterhouseCoopers
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Company’s Website

www.chinaorientalgroup.com

List of Principal Bankers (In Alphabetical Orders)

ABN AMRO
Agricultural Bank of China
Bank of Cangzhou
Bank of Chengde

Bank of Communications
Bank of Hebei
Bank of Tangshan
China Construction Bank
China Minsheng Bank
Hang Seng Bank
Industrial and Commercial Bank of China
ING Bank N.V.

Rabobank
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Corporate Information

NAEER

DA AU

www.chinaorientalgroup.com

FEAERET (REORFHES)
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B LRTT
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RARTT
BARTT
B TERTT
ING Bank N.V.
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Management Discussion and Analysis
BEENWEDN

e

il

Under the backdrop of continuous implementation
of the “Supply-Side-Reform” Policy together with
the implementation of multiple environmental
protection policies including the winter production
restriction policy by the Chinese Government,
despite the profit of the overall steel industry went

down, it still maintained at a sound level.

R BT ERET [HafE] BREmE
ZERERBREBELZTRENERNERT 4t
EREMEBTERNBHBEDE - DEREREN
7}(\/ °

Looking back first half of 2019, PRC iron and steel industry
sustained the correction from the fourth quarter of last year.
Although there was continuous occurrence of trade disputes in
the international markets (particularly between China and United
States), the domestic infrastructure construction and the real
estate development investment, etc. still strived to stay stable and
positive. The steel price during the period was close to the
corresponding period of last year. According to the
announcement of Ministry of Industry and Information Technology
of People’s Republic of China, the national production volume of
pig iron, crude steel and steel products were 404 million tonnes,
492 million tonnes and 587 million tonnes respectively,
representing an increase of 7.9%, 9.9% and 11.4% on
corresponding period respectively. On the other hand, due to
dam collapse in Brazil and cyclone in Australia, the iron ore supply
dropped and price rose sharply. The Platts 62% Iron Ore Price
Index went up to close to 120 as at end of June 2019 from the
level of 72 as at the beginning of the year. Hence, the overall steel
industry profits went down. At the same moment, under the
backdrop of continuous implementation of the “Supply-Side-
Reform” Policy together with the implementation of multiple
environmental protection policies including the winter production
restriction policy by the Chinese Government, despite the profit of
the overall steel industry went down, it still maintained at a sound
level.

08 China Oriental Group Company Limited o F1 [ 5 5 & B8 B R A7)

EIEE2019F E¥F  FEMETEEET A
FENEFEMET - BMEREMES(LHEFAE
HERMBEHBEZER  BRERLZE
EREEHERSRESNREFEBER - B
WM EREXFREARLY - BhEARIERN
B THEMEFCBAM - 2EAHE - rHHH
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Management Discussion and Analysis

BEERWED T

meeting between (from left) Mr. Han Li, Mr. Han Jingyuan, Mr. Lakshmi Niwas Mittal (Chairman and CEO of ArcelorMittal)
d Mr. Sanjay Sharma (Vice President of ArcelorMittal and CEO of ArcelorMittal China and India) in June 2019
20194 6 A (4 #2) 88 1) 5t & ~ ¥ 4R 55 £ - Lakshmi Niwas Mittal 55 4 (ArcelorMittal &) = fiF 38 & % #1177 &) & Sanjay

arma 5t 4 (ArcelorMittal #) 8l #8%; & ArcelorMittal R B &2 ENE [2 M & fEETTE ) B9

o~

=3

{//

With this background, the Company and its subsidiaries (the
“Group”), through continuously and proactively conforming with
the Chinese government policies, persistently pursuing efficiency
enhancement and cost control as well as implementing
environmental protection equipment upgrades, etc., enhanced
the profit margin and sustainability. At the same time, due to the
price increase of iron ore, and facing the regularisation and
strengthening of environmental protection production restrictions
in Tangshan City (the Group was facing a higher requirement of
production restriction during the first half of 2019), the Group has
been adopting flexible purchase management and production
management to reduce the impact on the operation from these
challenges. Furthermore, due to the Equipment Upsizing Project
as mentioned hereinafter, certain production equipment of the
Group required the adjustment of the remaining life of depreciation
and additionally incurred depreciation expenses of approximately
RMB183 million during the first half of 2019. Under these factors,
the production cost increased and gross profit decreased during
the period. The Group’s interim results also dropped comparing
with corresponding period of last year. The revenue was
approximately RMB21.1 billion for the six months ended 30 June
2019, representing a decrease of approximately 1.9% as
compared with that of the corresponding period last year.

FBST ARG REMB AR ([45%EH])
HEBEBERETEBTBR - HEETRERR
Ft BRG] RHETIRRR BRI F - KR
FHRBELR A BN - BULRAE - XEEAE
BLET UEEITRRERBEES R R IEN
58 (REBE2019F E ¥ FHMEE T RiZE
ZIRE)  AEEERREBEENRBEERE

EEE UWHIHBEIBHEEZTE - It

SN BR TMMEEAREIER - AEEZE
FTHEERBTEABRRBITEFR MmN 2019
FLEFEIINEENDARBASIELZITESE
A EHERET HAMEEKRAEFARE
FITBE - AEBREFEEENRETREARE
Y& o MEIZ2019F 6 A 308 LE/~ @ A #1542
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Management Discussion and Analysis

BEERWED T

Comparing with that of the corresponding period last year, the
average selling price of self-manufactured iron and steel products
slightly increased by approximately 0.6% to approximately
RMB3,416 per tonne, and due to the aforesaid factors the gross
profit decreased by approximately 44.7% to approximately
RMB2.12 billion, and the profit of the Group for the period still
reached approximately RMB1.69 billion, representing a decrease
of approximately 44.1% over the profit of approximately RMB3.02
billion of the corresponding period last year. EBITDA of the Group
decreased from approximately RMB4.43 billion of corresponding
period last year to approximately RMB2.81 billion. Basic earnings
per share reached RMBO0.45 per share (corresponding period of
2018: RMBO0.81 per share).

In August 2019, the Group was named as one of the “2019 Top
50 Board of Directors — China” by Fortune China and Aon Hewitt
jointly. In April 2019, Hebei Jinxi Iron and Steel Group Company
Limited (“Jinxi Limited”), the Group’s 97.6% indirect non-wholly
owned subsidiary, was elected as “National May Day Labor
Award” by All-China Federation of Trade Unions.

Based on the results of first half of 2019, reserving fund for future
development and the capital expenditure requirements such as
the Equipment Upsizing Project and Branch-line Railways as
mentioned hereinafter, for sharing of the outstanding results of the
Group with the shareholders of the Company (the
“Shareholders”), the Board proposed a distribution of 2019
interim dividend of HK$0.10 per ordinary share and special
dividend of HK$0.05 per ordinary share.

With respect to the steel business, the Group continued to invest
substantially to and endeavored to enhance the competitiveness
and economic efficiency of its products as well as environmental
protection. These efforts include improving production facilities to
enhance efficiency, developing diversified and high-end products,
increasing the proportion of products with high added-value and
investing in various projects to reduce emissions. The Group’s
section steel production volume had been leading nationwide
since 2009, and it continually participated in drafting the country’s
section steel standards, as well as implementation of
establishment of a Chinese National Engineering Research Centre
for Steel Construction (Prefabricated Steel Construction Building
Research Institute) with Central Research Institute of Building and
Construction Company Limited in Jinxi Limited. The Group has
completed multiple environmental protection projects since 2018,
all processes including sintering, ironmaking, steelmaking, steel

10  China Oriental Group Company Limited e #1558 /5 &= B j& AR A &

AHARB211ETL BEFREH LY
1.9% - BAFRBAML - BTEEMSEESD
T EE EEEM EFA40.6% EEML A
R¥3,41670 + EFAZ Pl RERFZERB DL
44 7% EHAREE21.218TT - MAEEAHR
mATEROARE16.918T  BBEFREY
AE%mzﬁﬁmﬁﬂﬁ¢%M4% SEH
WEIHBR TSR - B35S - T8 RESERT
Al ﬁfiﬂ%m%AE%M31xﬂ¢§
AR 281 1B + EFRERUEERFRA
R #0.457C (2018 4F [A 7 ¢ HXAEMO.&
JT) °

R2019F 8 A » REEELE(HE) (FXhR)
MELTHEETIA2019FFEEEEEE
5058 ] 72— > R2019F 4 A - AEE 2 MEIE
P EWE 97.6% e < B A RN b2 7 il
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Management Discussion and Analysis

rolling, etc., comply with ultra-low emission standard, and passed
the acceptance of the Tangshan City Government. In response to
government policy requirements, the Group is driving the
equipment upsizing project forward, to build certain new
production facilities, including two new blast furnaces with
capacity of approximately 2,000 cubic meters each and two new
converter furnaces with capacity of approximately 150 tonnes
each (the “New Facilities”) as replacements for blast furnace(s)
with capacity of 1,000 cubic meters or below and converter
furnace(s) with capacity of 100 tonnes or below (the “Equipment
Upsizing Project”). Furthermore, the Group also proactively
carried out building the branch-line railways for transportation of
materials and inventories for the business (the “Branch-line
Railways”). The Branch-line Railways will be used to connect our
facilities with the railway transportation hub system and ports
nearby, replacing trucks for raw materials and products
transportation after completion, which will also help the Group to
promote energy conservation and emission reduction going
forward. Through continuous optimisation of the production
efficiency in previous years, the annual steelmaking capacity of
the Group still maintained at approximately 10 million tonnes.
During the first half of 2019, the Group sold approximately 1.78
million tonnes of self-manufactured H-section steel products, and
kept securing its leading position in the H-section steel market of
the Mainland China.

BEERWED T

BB - BRE - RMNENSE2 TFEFE
BIEEERZE . WERBEILTRF 2B -
BRERBINBRESR  NEEEHEEBAR
{bat 8l EEETHEESRE  BEMESY
2,000 5 K B FE M 37 = 4B M PR R & 49 150 1A
ARERFTEE ([ZEHRME) LEH1,0003Z
FARBA T ATER S IE X 10088k A T RIEA
EE ((REARE(ER]) - o REETE
BRETERARAEEERNOM R R EDE
KRS R ([ REHEKR]) - 2 EEKEER
Ve BT R SR R IE S iR A R A R B3
MED EREBEAREEEXARMBRE
B EEENAEBENEEESSERRET
{E o SOBEF B EERE - AEERH
MEERIREELA1,000 81 o 20194
FHEFR AEEHEEETEENHERE R
W78 EME - EERE P RHAMTIZHESE
ENE -
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Management Discussion and Analysis

BERENWED

With respect to the real estate business, the Group was dedicated
in promoting green structural development construction apart
from developing traditional real estate projects. The on-going
sales and delivery of the various projects in Tangshan City and
Suzhou of the Group recorded a stable revenue and profit
contribution, which will facilitate the stable development of the real
estate business of the Group. During the six months ended 30
June 2019, the Group recorded a revenue and operating profit
from its real estate business of approximately RMB46.6 million
and RMB3.1 million respectively.

During the first half of 2019, the revenue and gross profit arising
from trading of steel products and iron ore of the Group were
approximately RMB4.45 billion (corresponding period of 2018:
approximately RMB1.25 billion) and approximately RMB93 million
(corresponding period of 2018: gross loss of approximately
RMB19 million) respectively.

In order to diversify its business, the Group has also set up
Dongfang Jingyuan Electron Limited and its related subsidiaries to
develop core technologies for semiconductor chip design and
manufacturing process optimisation/equipment. Since 2017, the
Group obtained grant from the Chinese Government and will
continue to explore the development potential of this project.

Finally, with the excellent results of the Group, the Board would
like to take this opportunity to express the heartfelt gratitude to
the Shareholders for the continuous support, as well as
appreciation to the staff for the dedication and contribution. The
Company will diligently create greater value for its Shareholders.
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Business and Financial Review

RBENMPHEEE

Business Review
Sales Analysis on Self-manufactured Steel Products
Sales volume

For the six months ended 30 June 2019, the Group’s total sales
volume was approximately 4.60 million tonnes (2018
corresponding period: approximately 5.67 million tonnes),
representing a decrease of approximately 18.9%. Export to
foreign countries contributed revenue of RMB145 million (2018
corresponding period: RMB242 million), representing
approximately 0.9% (2018 corresponding period: 1.3%) of
revenue from sales of self-manufactured steel products.

The sales volume breakdown during the period was as follows:

For the six months ended 30 June

£ 0]

BTEENREER ZHEEDH

HEE

HZE2019F 6 A30H 1L/ A - AEE L
€ 84 A460& WA (20184F [ 8 : 49567 &
WE) @ A 4918.9% « KO EBINEAREEH
WABARKE.458T (2018 FFEH - ARKE
242870)  (HETTAEMNMEER ZHE WK
A#490.9% (2018 ERH] : 1.3%) °

REINHEERANT

BZ6H30ALAMEA

2019 2018 Changes in
Sales volume Sales volume sales volume
HEE HEE HEEEL
Increase/
('000 tonnes) ('000 tonnes) (Decrease)
() (Fma) Em/ i)

1 e e Y Y
H-section steel products HAY I S 1,779 38.7% 1,893 33.4% (6.0%)
Strips and strip products i L A S R EE 1,505 32.7% 1,863 32.9% (19.2%)

Cold rolled sheets and RELIR R 3F HER

galvanised sheets 136 2.9% 143 2.5% (4.9%)
Billets R 112 2.4% 213 3.7% (47.4%)
Rebar 248 674 14.7% 1,360 24.0% (50.4%)
Sheet piling i iRE 394 8.6% 199 3.5% 98.0%
Total =5 4,600 100% 5,671 100% (18.9%)
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Business and Financial Review

REBENMPHEEE

Revenue PN

Revenue for the six months ended 30 June 2019 was RMB15,716 & Z2019E6 B30 It ~NEAABN KA ABAR
million (2018 corresponding period: RMB19,252 million), #¥157.1618 7T (2018E A H1 : A R #192.52
representing a decrease of approximately 18.4%. Brr) » WA 4718.4% °

The breakdown of revenue and average selling price by product REARE REOWABRA L FHHEESEEB (TS
(excluding value-added tax) during the period were as follows: ER) AR -

For the six months ended 30 June

HBZ6A30AL~EA
Changesin
2019 2018 2l
Average Average Average
Revenue selling price Revenue selling price Revenue selling price
WA HEERE WA REEE WA HEEF
(RMB million) (RMB/tonne) (RMB million) (RMB/tonne) Increase/(Decrease)
(AR¥EER) (AR%%/M) (AR%EER) (AREL/H) £/ (i)
Unaudited Unaudited
FEER FEENG
| | | | | | | |
H-section steel products HEEER 6,086 3,421 6,552 3,460 (7.1%) (1.1%)
Strips and strip products BRRAREER 4,847 3,220 6,147 3,301 (21.1%) (2.5%)
Cold rolled sheets and
galvanised sheets RERRIFHR 581 4,284 637 4472 (8.8%) (4.2%)
Billets il M 3,043 655 3,074 (47.9%) (1.0%)
Rebar g4 2,214 3,315 4,448 3,270 (48.9%) 3.2%
Shest piling iR 1,587 4,023 813 4,078 95.2% (1.3%)
Total/Combined At/ 4 15,716 3416 19,252 3,3% (18.4%) 0.6%

The decrease in revenue from self-manufactured steel products KB BTEEMNMEE RO K AR ETEHR
was primarily due to the decrease in the sales volume of the AEFEEROEEERD  BREZE2019%F6
Group’s products, partially offset by the increase in the average B 30H IF/NARANEBEE R EHEEEE
selling price of the Group’s products by 0.6% to RMB3,416 per  F20184 A Hia)&ME A K #3,3957C_F10.6%
tonne for the six months ended 30 June 2019 from RMB3,395  Z &M A ¥ 3,416 70 2010 K3 - REEE
per tonne for the corresponding period in 2018. The increase in  REFEHBHESEB A RBEERLVTEER
average selling price and decrease in sales volume of the Group’s 20194 F¥- EE JHEAEH R EEREHR
products was mainly due to shift in product mix and reduced HETEER L ENR2018F6 AHE R EMR
output volume under various production restriction policies during 3T KAV S5 E B R A T FTEL ©

the first half of 2019 and disposal of Tianjin Oriental Jiangtian

Section Steel Sales Company Limited* (K2 5 7T KA 85 &

AFRAF]) in June 2018.
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Business and Financial Review

Cost of Sales and Gross Profit

The gross profit for the six months ended 30 June 2019 was
approximately RMB2,115 million (2018 corresponding period:
approximately RMB3,826 million), representing a decrease of
approximately 44.7%. Gross profit margin was 13.5% (2018
corresponding period: 19.9%).

Average unit cost and gross profit per tonne during the period
were as follows:

RBENMPHEEE

HEKARER

HZE2019F6 AS0HEANEAMNEFBLHOA
R#& 2115187 (2018 F[AHY : HH AR 38.26
BIT) - WA #44.7% - EF|EAE13.5% (2018
FRHE 19.9%) °

RERFIRAEE R EWEERLT

For the six months ended 30 June

2019
Gross
Average profit
unit cost per tonne
74
KAEE BWER
(RMB) (RMB)

(AR®RT)  (AR%R)

BZ6A30HLAER
2018
Gross Gross Gross
profit Average profit profit
margin unit cost per tonne margin
A
ERR RAEE BUER e
(RMB) (RMB)

(ARBT) (AR¥7%)

H-section steel products ~ HAVSHE R 2,866 555 16.2% 2,755 705 20.4%
Strips and strip products A58 & A S4B E & 2,756 464 14.4% 2,530 771 23.4%
Cold rolled shests and

galvanised sheets RUMRRIEFR 4,122 162 3.8% 4,416 56 1.3%
Billets MY 2,659 384 12.6% 2,832 242 7.9%
Rebar 24 3,186 189 5.6% 2,697 673 20.6%
Sheet piing MiRiE 3422 601 14.9% 3,678 400 9.8%
Combined A 2,956 460 13.5% 2,720 675 19.9%

Gross profit per tonne of the Group’s products decreased to
RMB460 for the six months ended 30 June 2019 from RMB675
for the corresponding period in 2018, reflecting a substantial
decrease of 31.9%. Gross profit margin decreased to 13.5% for
the six months ended 30 June 2019 from 19.9% for the
corresponding period in 2018. The decrease in gross profit margin
was primarily due to the increase in the average unit cost (primary
due to rising price of raw materials, in particular iron ores) greater
than the increase in the average selling price and decrease in
sales volume of the Group’s steel products during the six months
ended 30 June 2019.

HZE2019F6 A30H IR AEEER
FEMEEF B 2018 F R HA AR 675 L T &
EAR®4607T + KB 31.9% ° B ZE 2019
F6H30HLENEA - EFZEH20184F [F &
190.9% T fEE135% c EMEXETHRFTEERAR
HZE 201946 A30H 1L/~ A A /A& E &
EmBFERAEE A (EZHRREME S
EE EASI B EUBEREAENEERK) KR
FHEBLEARE  UWRAEBEMERNEE
MR o
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Business and Financial Review

REBENMPHEEE

Property Development

For the six months ended 30 June 2019, the revenue from sales
of properties held for sale of the Group amounted to
approximately RMB47 million. The GFA of properties delivered
was 6,464 m?. The average selling price of properties delivered
was approximately RMB7,200 per m2.

As at 30 June 2019, the Group had no project under
construction.

Future Prospects

Looking into second half of 2019, it is expected that the steel and
iron ore prices will continue to fluctuate. Up to the mid of August
2019, the iron ore prices decreased for approximately 24%
comparing to the high point as at end of June 2019. This will help
the steel industry to reduce the cost. According to press release
issued by the National Development and Reform Commission of
the People’s Republic of China, China had completed reduction
of steel production capacity by approximately 145 million tonnes
accumulatively in 2018. The goal in net reduction of crude steel
production capacity by 100 to 150 million tonnes during 2016—
2020 as set out in the “Adjustment and Upgrading Plan for the
Iron and Steel Industry (2016-2020)” was basically accomplished
two years ahead. Furthermore, according to the “Opinion on
resolving the overcapacity and overcoming difficulties and
achieving development for the iron and steel industry” issued by
the State Council of the PRC, it is expected that the work focus of
supply-side structural reform of the iron and steel industry will
steer from resolving overcapacity to optimising structure of the
existing production capacity, layout adjustment and mergers and
acquisitions starting from 2019. On the other hand, China’s
environmental protection production restriction policy has
gradually become regularised. In April 2019, Ministry of Ecology
and Environment and other departments of the People’s Republic
of China jointly published the “Opinions on Driving Implementation
of Ultra Low Emission in Steel Industry®, nailing down to push
forward for the ultra-low emission transformation of existing steel
enterprises in Beijing, Tianjin, Hebei and surrounding regions,
Yangtze River Delta and the Fenhe and Weihe plain (together, the
“Key Regions”), striving steel enterprises in the Key Regions with
about 60% of capacity completing the transformation before the
end of 2020. At the meantime, confronting with the China-US
trade disputes and the risk of slowdown in the economic growth,
the State Council has promulgated in advance the local
government new debt limit of RMB1.39 trillion for the current year
in January 2019. This will facilitate promoting the growth in
investment of infrastructure projects, bringing stable demand for
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Business and Financial Review

the iron and steel industry, and balancing the impact of the
international trade disputes leading to potential decrease in
demand for iron and steel products from real estate and other
downstream industries. To summarise, despite the unstable and
uncertain international environment and economy, it is expected
that the overall iron and steel industry will stay prudently optimistic
in the second half of the year.

Under such backdrop, the Group will proactively follow the
Chinese Government’s policies, and plan to maintain its
competitiveness and gain a prominent position in the industry by
continuously improving the production efficiency and cost,
developing and increasing the high value-added products,
expanding its market share, enhancing internal management and
optimising the utilisation of internal resources as well as
continuously improving the facilities etc..

The Group completed an overhaul of blast furnace by the end of
May 2019, and confirmed driving the Equipment Upsizing Project
and the Branch-line Railways, expecting both projects to be
finished before end of 2020. On the other hand, due to impact
from strengthening of environmental protection production
restriction (50% of sintering, blast furnace and converter furnace
was restricted in July 2019, 20% of sintering was restricted in
August 2019) and multiple equipment transformation work were
being carried out simultaneously, it is expected the production
volume for 2019 may be less than 10 million tonnes. Currently,
the Group retains a relatively large amount of cash and resources
within the Group in order to cope with the future development
needs. The Group is proactively considering a wide variety of
possibilities, including horizontal and vertical corporate mergers
and acquisitions as well as setting up new plants, etc., so as to
achieve sustainable development. The Group is working hard on
the forepart work of a development project, with positive
development at the moment. It is expected that it could be
announced after confirmation in the second half of this year. At
the same time, the Group will also from time to time evaluate to
increase the dividends distributions in appropriate circumstances
to reward for the Shareholders’ support to the Group.
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Business and Financial Review

REBENMPHEEE

Since its listing in 2004, the Group has been continuously
expanding its business as well as diversifying its iron and steel
product categories and business portfolio. During the last 15
years (since being listed), the Group’s overall iron and steel
production capacity has increased to approximately 10.0 million
tonnes per annum from approximately 3.1 million tonnes per
annum at the time of the listing. Categories of the steel products
include H-section steel, sheet piling, strips and strip products,
billets, cold rolled sheets and galvanised sheets as well as rebars.
The Group is continuously developing products of different series
and specifications to meet the market needs. Moreover, the
H-section steel products manufactured by the Group maintain its
leading position in China. The Group will continue to develop its
business towards the direction of the largest base for section steel
production in the world, and to explore the industry’s expansion
through upstream and downstream integration in order to become
a sizable enterprise with distinctive products. The Group will strive
to take the full advantage of the current solid financial condition
and efficient management to intensify the continuous development
of the Group and to maximise the Shareholders’ value.

Human Resources and Remuneration Policies

As at 30 June 2019, the Group had a workforce of approximately
9,400 permanent staff and approximately 1,400 temporary staff.
The staff cost included basic salaries and benefits. Staff benefits
included discretionary bonus, medical insurance plans, pension
scheme, unemployment insurance plan, maternity insurance plan
and the fair value of the share options, etc.. According to the
Group’s remuneration policy, employees’ package is based on
productivity and/or sales performance, and is consistent with the
Group’s quality control and cost control targets.

Financial Review
Liquidity and Financial Resources

In order to sustain a stable financial status, the Group closely
monitors its liquidity and financial resources.

As at 30 June 2019, the Group had unutilised banking facilities of
approximately RMB6.0 billion (31 December 2018: approximately
RMB4.7 billion).

As at 30 June 2019, the current ratio of the Group, representing
current assets divided by current liabilities, was 1.6 times (31
December 2018: 1.6 times) and the gearing ratio, representing
total liabilities divided by total assets, was 42.1% (31 December
2018: 40.3%)).
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Business and Financial Review

As at 30 June 2019, the cash and cash equivalents of the Group
amounted to approximately RMB3,717 million (31 December
2018: approximately RMB2,845 million).

After considering its cash and cash equivalents as well as the
banking facilities currently available to the Group, it is believed that
the Group has sufficient capital to fund its future operations and
for general business expansion and development.

Capital Structures

As at 30 June 2019, borrowings of RMB2,045 million of the
Group bore fixed interest rates ranged from 2.64% to 6.00% per
annum and borrowings of RMB1,731 million of the Group bore
floating rates ranged from 4.27% to 8.00% per annum. The
Group’s exposure to changes in market interest rates was
considered to be limited. The Group also entered into certain
foreign currency and interest rate swap contracts to manage its
exposure to foreign currency exchange rates and interest rates
fluctuation. As at 30 June 2019, the notional amounts of these
derivative instruments amounted to approximately RMB196 million
(81 December 2018: approximately RMB196 million).

The Group monitors its capital on the basis of the debt-to-capital
ratio. This ratio is calculated as total debt divided by total capital.
Total debt includes current and non-current borrowings and loans
from related parties. The Group regards its non-current
borrowings and its equity attributable to owners of the Company
as its total capital. As at 30 June 2019, the debt-to-capital ratio of
the Group was 19.9% (31 December 2018: 15.9%).

The consolidated interest expenses and capitalised interest for the
six months ended 30 June 2019 amounted to approximately
RMB98 million (2018 corresponding period: approximately
RMB48 million). The interest coverage ratio (divide earnings before
finance costs — net and income tax expense by total interest
expenses) was 22.6 times (2018 corresponding period: 83.0
times).

Capital Commitments

As at 30 June 2019, the Group had capital commitments of
approximately RMB1,292 million (31 December 2018: RMB2,063
million). It is estimated that the capital commitments will be
financed by the Group’s internal resources and available banking
facilities.

RBENMPHEEE
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Business and Financial Review

REBENMPHEEE

Guarantees and Contingent Liabilities

As at 30 June 2019, the Group had no contingent liabilities (31
December 2018: nil).

Pledge of Assets

As at 30 June 2019, the net book value of the Group’s leasehold
land and land use rights amounting to approximately RMB25
million (31 December 2018: approximately RMB53 million),
property, plant and equipment amounting to approximately RMB4
million (31 December 2018: approximately RMB645 million),
inventories amounting to nil (31 December 2018: approximately
RMB34 million), notes receivable amounting to approximately
RMB60 million (31 December 2018: approximately RMB146
million), structured bank deposits amounting to RMB1,500 million
(31 December 2018: RMB1,000 million) and restricted bank
balances amounting to approximately RMB365 million (31
December 2018: approximately RMB528 million) had been
pledged as securities for the Group’s notes payable issuing, bank
borrowings and letter of credit issuing.

Exchange Risks

Foreign exchange risk is the risk to the Group’s financial
conditions and results of operations arising from movements of
foreign exchange rates. The Group mainly operates in the
Mainland China with most of the transactions denominated and
settled in RMB. The Group’s foreign exchange risk primarily arises
from the procurement of iron ores and the relevant products from
overseas suppliers and the Group’s foreign currency borrowings,
which are denominated and settled in USD. Foreign exchange
rates fluctuate in reaction to the macro-economic performance of
different countries and fund flows between countries arising from
trade or capital commitments. In view of continuous fluctuation of
the RMB exchange rate against USD, during the six months
ended 30 June 2019, the Group has entered into certain foreign
currency forward contracts so as to reduce the impact of the
volatility of the RMB exchange rate against USD. The Group also
reviewed and rearranged its monetary assets to mitigate the
impact from the change of RMB to USD exchange rate.
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Business and Financial Review

Iron Ore Swaps

In view of the significant fluctuation of iron ore price during the six
months ended 30 June 2019, the Group has entered into certain
iron ore swap contracts so as to reduce the impact of the volatility
of the iron ore price on the Group. The Group uses a combination
of iron ore derivatives to achieve the above purpose.

Dividend

The Board proposed an interim dividend of HK$372.3 million
(approximately RMB336.3 million), representing HK$0.10 per
ordinary share and a special dividend of HK$186.1 million
(approximately RMB168.1 million), representing HK$0.05 per
ordinary share in respect of the six months ended 30 June 2019
to the shareholders of the Company whose names appear on the
register of members of the Company at the close of business on
Wednesday, 18 September 2019. The interim and special
dividend will be payable on or around Thursday, 10 October
2019.

The Board proposed a final dividend of HK$405.2 million
(approximately RMB348.5 million), representing HK$0.11 per
ordinary share and a special dividend of HK$262.5 million
(approximately RMB225.7 million), representing HK$0.07 per
ordinary share in respect of the year ended 31 December 2018.
The proposed dividend was approved by the shareholders of the
Company on the annual general meeting of the Company dated 3
June 2019 and paid on 6 August 2019.
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Business and Financial Review

REBENMPHEEE

Financial Assets at Fair Value Through Profit or Loss ZAABEEEEESHHABREZRXZS

MEE
As at 30 June 2019, the Group held financial assets at fair value  #2019%F6 A30H * AEB B NI AL B
through profit or loss of approximately RMB5,411 million, {EifEBEEFFABEZEZSREEHNAR
particulars of which are set out below: o411 18T - ERFHBHIIWT
Money Market Funds E¥HIEES
Realised Unrealised
Total t Total i t ir
of purchase(s)  of disposal(s) income/(loss)  income/(loss)
Number of made during  made during for the for the
units held Investment Fair value the six months the six months six months six months
as at cost as at asat ended ended ended ended
Name of the financial assets SHEESR 30June2019  30June2019 30June2019  30June2019  30June2019  30June2019 30 June 2019
REZE RBE  HZ2019F  BZ2019%
2019 % 2019 % 67307 6A30H
R2019F R2019%F R2019%F 6A30H 6A30H 1ER{EA 1EREA
6A30H 6A30H 67308 EXBAR ExERR ERENRE AEANRE
HEZENBE ZRERE ZAAEE BAZESE HEZHSE  WA/(BR)  WA/(BR)
(000) (RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)

() (AR®TR) (AR%TR) (AR%T) (AR®ETL) (AR¥%TI) (ARETI)

| ! ! ' | |
Harvest Fund Management ERECEERARAR
Company Limited
Harvest Express Monetary Market Fund® =B REEHTIHES 403,753 403,753 404,331 1,248,958 (1,877,225) 10,434 578
Harvest HuoQiBao Monetary Market Fund* 3%
H{ 15,159 15,159 15,159 76,541 (143,412 611 -
Harvest ZengYiBao Monetary Market Fund* =&
b8 - - - 280,362 (280,362) 362 -
Harvest Monetary Market Fund* EE 72,527 72,527 72,618 287,186 (440,789) 3,856 92
Bosera Asset Management BEESEBERAT
Company Limited
Bosera Hehui Money Market Fund BREAEEEMEES 212,727 212,727 212,742 179,190 (69,289) 2,680 15
Bosera Cash Pot Money Market Fund BEBELE SRS
S 210 210 210 84,056 (673,910 6,853 -
China Minsheng Banking Corp., Ltd.  #EIR£RTRH
BRAR
Minsheng Jia¥in Cash ZenglLi Monetary R/ $RH & &%
Market Fund* MRS - - - - (510) - -
HuaBao Cash Pot Monetary Market Fund* EEH &8 575
% - - - 109,207 (160,170) 207 -
Minsheng JiaYin Cash Pot Monetary REMBALEEY
Market Fund* mHEES - - - 22 (56,287 22 -
China Southern Cash ZengLi Fund* BABSERES - - - - (178) - -
China Southern TianTianLi Monetary BHARFIER TS
Market Fund* e 83 83 83 45,708 (85,870) 856 -
Bosera Cash Pot Money Market Fund BHRLESKTS
#e - - - - (4,145) - -
Harvest Monetary Market Fund* SEENTEAS - - - 12,005 (14,262) 5 -
Others HAt - - - 21 (1) 21 -
China Construction Bank Corporation F B2 RRTRH
ARAR
(CCB Principal Profit Raise Money RERSAFEN
Market Fund mHES - - - - (3,462) 4 -
E Fund Day Cash Income Money SHERKEFER
Market Fund* mHEES 5,078 5,078 5,081 62 - 62 3
Bank of Communications Co., Ltd. RERTROBERAT
HuaBao Cash Pot Monetary Market Fund* ZZH ¢ EE¥m5
e 340 340 340 249,736 (310,663) 1,149 -
Aegon-Industrial Monetary Market BR2ERMEES
Securities Investment Fund* picesq 114,010 114,010 114,010 636,845 (583,625) 1,677 -
GuangFa TianTianLi Monetary Market BERRFEHTS
Fund” e - - - - @) . _
E Fund Swift Wealth Management Money ~ 577 1281 & thig &
Market Fund mERs - - - 74 (2.953) 82 -
E Fund Day Wealth Management Money 5 /7 A K32 81 6%
Market Fund miEEd - - - 1 (175) - -
Fullgoal Listed Money Market Fund EEUHERHAEE
mEES - - - 8 (986) 8 -
China Southern TianTianLi Monetary BAXKRFIEETS
Market Fund* H2e 72,338 72,338 72,338 74,289 (171,278) 2,388 -
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Name of the financial assets

China Universal Money Market Fund*
ABC-CA Money Market Fund

UBS SDIC Qianduobao Money Market

Fund

ICBC CS Salary Monetary Market Fund*

ICBC CS Monetary Market Fund*
ZhongRong Cash ZengLi Monetary

Market Fund*

China Asset Management Company

Limited

HuaXia TianLi Monetary Market Fund*
HuaXia WoLi Monetary Market Fund*
HuaXia Cash ZengLi Security Investment

Funa*

HuaXia Cash Pot Monetary Market Fund*
Wealth Treasure Money Market Fund
HuaXia Monetary Market Fund*

ZhongRong Fund Management

Company Limited

SHAERR

—
LR

RREREHTSES
REES
AR EEE
miEES
TRBEHEES
mEES
IRREEETHEES
TRRSENEE
mEES

ZHESERARAR
ZERAERTHES
ZRRNERTHES
ZERSRNESRE
28
ZERSTERTS
-
ZEMERRETS
%
ZEEEMSES
TRESEERRAA

ZhongRong Cash ZengLi Monetary Market R gbi3 ¢ 27| 545

Fund*

China Southern Asset Management

Company Limited

China Southern TianTianLi Monetary

Market Fund*

China Southern Cash ZengLi Fund*

Aegon-Industrial Fund Management

Company Limited

Aegon-Industrial Monetary Market
Securities Investment Fund*

HuaBao WP Fund Management

Company Limited
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E Fund Management Co., Ltd.
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HFT Investment Management Co., Ltd. SEEELEEEAR
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Others

A7
BERAGEETS
e

Hit

Business and Financial Review

RBENMPHEEE

Realised Unrealised

Total amount  Total amount investment investment

of purchase(s)  of disposal(s)  income/(loss) /(loss)

Number of made during  made during for the for the

units held Investment Fair value the six months the six months six months six months

asat cost as at asat ended ended ended ended

30June 2019  30June2019  30June2019  30June2019  30June2019  30June 2019 30 June 2019

REZE RBZE  HZ2019F  HZ2019%F

2019 % 2019 % 6A30H 6A30H

R2019F 20195 R2019% 6A30H 6H30H LEXMER LEXMEA

6A30H 6A30H 6A30H EARBAR EAEAR  CERNRE RERHRE

BECENHE ZRERK ZDAEE BAZESE HEZHSE  WA/(BR) WA/ (BR)

(000) (RMB’000) (RMB'000) (RMB’000) (RMB’000) (RMB’000) (RMB'000)

(F)  (AREFR) (ARBTI) (ARETFR) (AR®Tn) (AREFR) (AR®TI)
N [ N R I R

- - - 4,423 (408,496) 4,423 -

799 799 812 219,011 (268,322) 1,011 13

- - - 17 (10,269 18 -

- - - 133 (10,260) 139 -

- - - 42 (412) 42 -

- - - - (180) - -

- . - 7 (21,809 31 -

- - - 75 (12,270) 75 -

- - - 173 (208,555) 633 -

- - - 278 (37,875) 324 -

- - - 52,682 (331,882) 2,187 -

- - - 1,178 (139,887) 981 -

302,439 302,439 302,439 640,106 (779,972) 5,835 -

373,963 373,963 373,963 59,187 (16,893 5418 -

90,520 90,520 90,621 1,830 (84,001) 1,830 101

243,214 243,214 243,214 321,401 (108,300) 2,372 -

131,917 131,917 132,022 189,626 (216,000) 3,426 105

133,037 133,037 133,203 93,737 - 1,737 166

95,761 95,761 95,786 85,757 - 770 25

15,317 15,317 15,330 214 - 214 13

102,161 102,161 102,161 302,176 (200,015) 376 -

7,595 7,595 7,595 130,025 (122,430 442 -
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Investment strategies of money market funds

Harvest Fund Management Company Limited

Harvest Express Monetary Market Fund* (2 B HRESHEMIZES)
tracks and analyses changes in market funds and investors
trading behaviors and combines macro and micro studies to
formulate its investment strategies. It seeks to achieve higher
current returns while satisfying safety and liquidity needs.

Harvest HuoQiBao Monetary Market Fund* (G2 &% S5 & miHE
%) determines the average remaining period (long/medium/short)
and distribution of its portfolio assets according to macroeconomic
indicators (including mainly market capital supply and demand,
interest rate levels and market expectations, inflation rates, GDP
Growth rates, money supplies, employment rates, international
market interest rate level and exchange rate, etc.). It determines the
investment ratios of each investment asset in the portfolio based on
the liquidity nature of each asset (including mainly average daily
trading volume, trading platforms, holdings of institutional investors,
amount of repurchases and pledges, etc.). It determines portfolio risk
level based on investment assets’ credit rating and collaterals
provided.

Harvest ZengYiBao Monetary Market Fund* (32 BI85 B B i5
H %) tracks and analyses changes in market funds and investors
trading behaviors and combines macro and micro studies to
formulate its investment strategies. It seeks to achieve higher
current returns while satisfying safety and liquidity needs.

Harvest Monetary Market Fund* (2B E¥ M5 %) determines
the remaining period (long/medium/short) and distribution of its
portfolio assets according to macroeconomic indicators (including
mainly interest rate levels, inflation rates, GDP Growth rates,
money supplies, employment rate level, international market
interest rate level and exchange rate, etc.). It determines the
investment ratios of each investment asset in the portfolio based
on the liquidity nature of each asset (including mainly average
daily trading volume, trading platforms, holdings of institutional
investors, amount of repurchases and pledges, subdivision and
conversion progress). It determines portfolio risk level based on
bonds’ credit rating and collaterals provided.
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Bosera Asset Management Company Limited

Bosera Hehui Money Market Fund (& =2 EEMISES) and
Bosera Cash Pot Money Market Fund (f8f53R & & EEMIZES)
adopt active management style investment strategy. Subject to
interest rate risk control, striving to minimise fund net asset value
fluctuation risk and satisfying liquidity, they seek to maximise the
fund return.

China Minsheng Banking Corp., Ltd.

Minsheng JiaYin Cash ZengLi Monetary Market Fund* (R4 INIR
WL EEHIHES) will be that based on premises of fully
controlling fund asset risks and maintaining fund asset liquidity, to
pursue investment return exceeding performance benchmarks
and striving to realise fund asset stable appreciation. The overall
asset allocation strategy is being mainly reflected in: (1) according
to macroeconomics trend, currency policies, short term money
market condition, etc., factors to perform comprehensive
judgement on short-term interest rate trend; (2) according to
aforesaid judgement, to formulate interest expectation and
dynamically adjust fund investment portfolio’s average remaining
terms.

HuaBao Cash Pot Monetary Market Fund* EEEIR 4B S miGHE
#)’s investment strategy is (1) according to research
macroeconomic indicators and interest rate changing trend, to
determine the investment portfolio average duration; (2) while
satisfying condition of investment portfolio average duration, to fully
consider relevant product’s return, liquidity and credit rating, to
determine the portfolio allocation; (3) utilising modern financial
analysis methodology and tools, in order to optimise the portfolio
allocation result and to realise appreciation of the portfolio; (4)
adopting methodologies of balanced distribution, rolling investment
and optimising term allocation etc., to enhance the liquidity
management; and (5) with real time monitoring of interest change of
each product, to catch risk-free arbitrage opportunity.

Minsheng JiaYin Cash Pot Monetary Market Fund* (R4 NEIR &
EEBMISEASD) s investment will be that based on securing
safety and liquidity of assets as fundamental principle, striving on
the basis of full evaluation of factors such as domestic and foreign
macroeconomic trend as well as monetary fiscal policy changes
etc., it scientifically forecasts future interest rate trend as well as
screens for the best and optimises allocation of financial
instruments within the investment scope and performs active
investment portfolio management.
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China Southern Cash ZengLi Fund* (B 5B &EFIESE)'s
objective of asset allocation is to consider stable investment
returns on the basis of fully satisfying liquidity. The fund’s strategic
asset allocation portion, mainly including market interest rate
forecast and fund portfolio’s average remaining term level etc., are
being determined by the investment decision committee
according to the macroeconomic situation and future money
supply judgement. The fund’s tactical asset allocation portion,
mainly including trading market and choice of investment product,
timing in critical period, repurchase arbitrage, choice of
undervalued central bank bills and short-term debts etc., will be
adjusted for the asset allocation ratio by the fund manager
according to the market situation at the material time and the
market environment changes, full utilisation of the company’s
research resources and financial engineering techniques, so as to
achieve optimising allocation effect.

China Southern TianTianLi Monetary Market Fund* (F8 75 X X F| &
%A L) adopts active management style investment strategy.
On the basis of controlling interest rate risk, trying to minimise the
fund’s net asset value fluctuation risk and satisfying liquidity, it
enhances the fund return.

Bosera Cash Pot Money Market Fund ({5 IR £ EEEMIZESD)
adopts active management style for investment strategy. On the
basis of interest rate risk control, striving to minimise fund net
asset value fluctuation risk and satisfying liquidity, it seeks to
maximise the fund returns.

Harvest Monetary Market Fund* (& & ™Mi5HE $) determines
the remaining period (long/medium/short) and distribution of its
portfolio assets according to macroeconomic indicators (including
mainly interest rate levels, inflation rates, GDP Growth rates,
money supplies, employment rate level, international market
interest rate level and exchange rate, etc.). It determines the
investment ratios of each investment asset in the portfolio based
on the liquidity nature of each asset (including mainly average
daily trading volume, trading platforms, holdings of institutional
investors, amount of repurchases and pledges, subdivision and
conversion progress). It determines portfolio risk level based on
bonds’ credit rating and collaterals provided.
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China Construction Bank Corporation

CCB Principal Profit Raise Money Market Fund (&{538 £ R Fl & #
Ti5E %) determines the allocation ratio of fund assets between
each class of assets such as debentures, bank deposits etc.,
according to the comprehensive judgement on macroeconomic
operation status, policies situation, credit situation, interest rate
trends, money demand and supply changes etc., as well as
combining with each class of assets’ liquidity traits, risk and
rewards, valuation level traits, and makes dynamic adjustment
when appropriate. For choice of individual securities, the fund will
comprehensively utilise methodology of yield curve analysis,
liquidity analysis, credit risk analysis, etc., to evaluate investment
value of individual securities and to find out individual securities with
relative values.

E Fund Day Cash Income Money Market Fund* (577 A K IgF| &t
M5 ES) will perform active management on the fund portfolio. On
the basis of in-depth research of domestic and foreign
macroeconomic trend, monetary policy changing trend, money
demand and supply situation as well as comprehensively considering
each class of assets’ return, liquidity and risk traits, it strives to achieve
investment returns higher than the performance benchmark. Its
investment scope covers financial instruments with good liquidity,
including cash; bank deposits, bond repurchases, central bank notes,
interbank deposits with a term of within 1 year (including 1 year);
bonds, debt financing instruments of non-financial institutions, asset-
backed securities with remaining term within 397 days (including 397
days), as well as other monetary market instruments with good
liquidity approved by the related law and regulations, the China
Securities Regulatory Commission and the People’s Bank of China.

Bank of Communications Co., Ltd.

HuaBao Cash Pot Monetary Market Fund* GEB IR & B S HIHE
#)’s investment strategy is (1) according to research
macroeconomic indicators and interest rate changing trend, to
determine the investment portfolio average duration; (2) while
satisfying condition of investment portfolio average duration, to fully
consider relevant product’s return, liquidity and credit rating, to
determine the portfolio allocation; (3) utilising modern financial
analysis methodology and tools, in order to optimise the portfolio
allocation result and to realise appreciation of the portfolio; (4)
adopting methodologies of balanced distribution, rolling investment
and optimising term allocation etc., to enhance the liquidity
management; and (5) with real time monitoring of interest change of
each product, to catch risk-free arbitrage opportunity.
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Aegon-Industrial Monetary Market Securities Investment Fund* (5
2 EEMHESFREES) pursues steady cash returns through
active stable investment in short term financial instrument of
monetary market, seeking the best combination under risk and
reward with a premise of securing safety of principal and
adequate liquidity of assets. The fund comprehensively utilises
multi-investment strategies of class configuration, target duration
control, yield curve, choice of individual securities and arbitrage
etc., to perform investment. The investment scope includes cash,
call deposit, bank deposits with a term of within 1 year (including
1 year), bonds with remaining term within 397 days (including 397
days), central bank notes with term within 1 year (including 1
year), bond repurchases with term within 1 year (including 1 year),
short term financing vouchers as well as other monetary market
instruments with good liquidity approved by the China Securities
Regulatory Commission and the People’s Bank of China.

GuangFa TianTianLi Monetary Market Fund* (¥ XA HE# 5
E#2) analyses and judges the interest rate trend and yield curve
changing trend on the basis of in-depth research of domestic and
foreign macroeconomic trend, monetary policy changing trend,
capital market supply and demand, and comprehensively considers
different investment products’ profitability, liquidity and risk traits,
thereby performing active management to the fund’s asset
portfolio.

E Fund Swift Wealth Management Money Market Fund (5 75 &t
ERGEBTIZEED) utiises qualitative and quantitative analysis
methodologies, through active investment in short term financial
instruments and on the basis of effective control of investment risk
and maintenance of high liquidity, it strives to achieve investment
returns higher than the performance benchmark. Based on
rigorous and in-depth research and analysis, the fund manager
comprehensively considers market fund flow direction, credit
quality of depositing banks, credit rating of credit bonds as well as
returns rate standard of each class of assets, liquidity traits, etc.,
according to market situation and volume of variety available for
investment, determines allocation ratio of each class of assets.
The fund will carry out comparison on repurchase rate, short term
bond returns rate, deposit interest rate, as well as on the basis of
comprehensive analysis on funds, in order to judge room for rate
arbitrage and determine leverage strategies.
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E Fund Day Wealth Management Money Market Fund (575X
KIBEAEHTHISES) utilises qualitative and quantitative analysis
methodologies, through active investment in short term financial
instruments, and on the basis of effective control of investment
risk and maintenance of high liquidity, it strives to achieve
investment returns higher than the performance benchmark.
Investment scope covers financial instruments with good liquidity,
including cash; bank deposits, bond repurchases, central bank
notes, interbank deposits with a term of within 1 year (including 1
year); bonds, debt financing instruments of non-financial
institutions, asset-backed securities with remaining term within
397 days (including 397 days), as well as other monetary market
instruments with good liquidity approved by the related law and
regulations, the China Securities Regulatory Commission and the
People’s Bank of China.

Fullgoal Listed Money Market Fund (& BB R SR EHB TS
H &) adopts active management style investment strategy. By
controlling the investment portfolio’s average remaining term
within 120 days, on the basis of controlling interest rate risk, trying
to minimise the fund’s net asset value fluctuation risk and
satisfying liquidity, it enhances the fund retumns. In the course of
investment management, the fund manager will base on the
principle of “combining qualitative and quantitative, combining
conservative and active”, and in accordance with short-term
interest rate changes and market situation changes, adopt active
investment strategy under control of average remaining term of
investment portfolio.

China Southern TianTianLi Monetary Market Fund* (F8 75 X X F| &
¥ hi5E ) adopts active management style investment strategy,
and on the basis of controlling interest rate risk, trying to minimise
the fund’s net asset value fluctuation risk and satisfying liquidity, it
enhances the fund return.
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China Universal Money Market Fund* ([EAE S M5 ESD)
integrates macro and micro analysis to formulate investment
strategies. It strives to realise higher returns rate on the basis of
satisfying safety and liquidity requirements. Using value analysis
as basis, combining macro and micro, qualitative and quantitative,
it realises value preservation and value add for investors through
professional liquidity management. It invests in financial
instruments allowed for investment under the related law and
regulations and approved by regulators, including cash; bank
deposits, bond repurchases, central bank notes, interbank
deposits with a term of within 1 year (including 1 year); bonds,
debt financing instruments of non-financial institutions, asset-
backed securities with remaining term within 397 days (including
397 days), as well as other monetary market instruments with
good liquidity approved by the China Securities Regulatory
Commission and the People’s Bank of China.

ABC-CA Money Market Fund (RIRIEREETISEFIKEES)
will follow the basic rule of safety and liquidity as priority, through
in-depth analysis of macroeconomics, policy environment, market
situation and demand and supply of funds, it will scientifically
estimate future interest rate trend, reasonably set investment
portfolio’s target duration and asset allocation ratios. At the same
time, by comprehensively utilising various investment strategies of
interest rate, duration, class, repurchases, liquidity management,
etc., and on the basis of securing safety and liquidity, it strives to
achieve investment returns exceeding the performance
benchmarks. The fund investment targets are financial
instruments with good liquidity, including (1) cash; (2) bank
deposits, bond repurchases, central bank notes, interbank
deposits with a term of within 1 year (including 1 year); (3) bonds,
debt financing instruments of non-financial institutions, asset-
backed securities with remaining term within 397 days (including
397 days); (4) other monetary market instruments with good
liquidity approved by the China Securities Regulatory Commission
and the People’s Bank of China.
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UBS SDIC Qianduobao Money Market Fund (El#ImiRiE % &2
¥ M55 %) mainly adopts liquidity management strategy and
asset allocation strategy, and by appropriately using trade
strategies, carries out proactive investment portfolio management.
The fund mainly invests in following financial instruments: cash;
bank deposits, bond repurchases, central bank notes, interbank
deposits with a term of within 1 year (including 1 year); bonds,
debt financing instruments of non-financial institutions, asset-
backed securities with remaining term within 397 days (including
397 days); other monetary market instruments with good liquidity
approved by the China Securities Regulatory Commission and the
People’s Bank of China.

ICBC CS Salary Monetary Market Fund* (LiRIm{z & E¥EmH
£ &) will adopt proactive investment strategies such as interest
rate strategy, credit strategy, relative value strategy, etc., under a
premise of strict risk control, in order to explore and utilise
investment opportunities from market imbalance and to realise
portfolio value added. The fund mainly invests in instruments with
good liquidity, including cash; bank deposits, bond repurchases,
central bank notes, interbank deposits with a term of within 1 year
(including 1 year); bonds, debt financing instruments of non-
financial institutions, asset-backed securities with remaining term
within 397 days (including 397 days); other monetary market
instruments with good liquidity approved by the related law and
regulations or the China Securities Regulatory Commission and
the People’s Bank of China.

ICBC CS Monetary Market Fund* (LiR¥r{E2 & HI5ES) strives
to achieve stable returns exceeding the fund performance
benchmarks under the premises of maintaining fund assets and
principals stable and good liquidity. The fund manager follows
rigorous, scientific investment process, through professional
separation of research area and establishing long term
fundamental factors analysis, to formulate investment strategies
and optimise portfolio, obtaining sustainable stable investment
return. The fund mainly invests in financial instruments, including:
(1) cash; (2) bank deposits, bond repurchases, central bank
notes, interbank deposits with a term of within 1 year (including 1
year); (3) bonds, debt financing instruments of non-financial
institutions, asset-backed securities with remaining term within
397 days (including 397 days); (4) other monetary market
instruments with good liquidity approved by the China Securities
Regulatory Commission and the People’s Bank of China for
monetary fund investment.
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ZhongRong Cash ZengLi Monetary Market Fund* (4 #8358 & 4 5
HiEMIEES) follows the macroeconomic trends, monetary
policy, short-term capital market conditions and other factors to
make comprehensive judgement on interest rate trend, and
dynamically adjusts the average remaining maturity of the fund’s
investment portfolio based on interest rate expectations, and
strives to achieve higher profitability while satisfying security and
liquidity needs.

China Asset Management Company Limited

HuaXia TianLi Monetary Market Fund* GEE XTI EETIHE D)
and HuaXia WoLi Monetary Market Fund* (£ B A F & HI5E %)
determine the allocation ratio of fund assets between each class
of assets such as debentures, bank deposits, monetary market
funds, etc., according to the comprehensive judgement on
macroeconomic operation status, policies situation, credit
situation, interest rate trends, money demand and supply
changes, etc., combining with each class of assets’ liquidity traits,
risk and rewards, valuation level traits, and make dynamic
adjustment when appropriate. For choice of individual securities,
the fund will comprehensively utilise methodology of yield curve
analysis, liquidity analysis, credit risk analysis, etc., to evaluate
investment value of individual securities and to find out individual
securities with relative values.

HuaXia Cash ZengLi Security Investment Fund* (£ 23R £ & F|%E
HIBESD) with active judgement of short-term interest rate
changes, reasonable arrangement of terms, detail studies, and
cautiously operates, so as to realise principal safety, liquidity and
a relatively higher returns stably exceeding the benchmark. (1)
Short-term interest rate is affected by factors such as monetary
policy and short-term capital demand and supply etc.. Through
active judgement on its trend and change, it is able to optimise
term allocation, class and product allocation, so as to increase
portfolio return. (2) Through reasonable term arrangement and
maintaining portfolio’s higher liquidity, it fulfils investors’ liquidity
requirements and prevents impact on the execution of investment
strategy from change of scale. (3) Through detail studies and
cautious operations and utilising multiple flexible strategies, it is
able to fully utilise market opportunities and continuously
accumulates returns.
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HuaXia Cash Pot Monetary Market Fund* (EEIR & E BT IHE
%) and Wealth Treasure Money Market Fund FEE B2 E ™
%5 %E4) determine the allocation ratio of fund assets between
various assets such as debentures, bank deposits, etc., according
to the comprehensive judgement on macroeconomic operation
status, policies situation, credit situation, interest rate trends,
money demand and supply changes, etc., combining with each
class of assets’ liquidity traits, risk and rewards, valuation level
traits, and make dynamic adjustment when appropriate. For
choice of individual securities, the fund will comprehensively utilise
methodology of yield curve analysis, liquidity analysis, credit risk
analysis, etc., to evaluate investment value of individual securities
and to find out individual securities with relative values.

HuaXia Monetary Market Fund* (GEE B M5 %) wil integrate
monetary market interest rate forecast and cash demand
arrangement, adopt cash flow management strategy for carrying
out monetary market instrument investment, in order to achieve
higher returns on the basis of safeguarding fund asset’s security
and liquidity. The fund invests in monetary market instruments
with good liquidity, mainly includes: cash; bank deposits, bond
repurchases, central bank notes, interbank deposits with a term
of within 1 year (including 1 year); bonds, debt financing
instruments of non-financial institutions, asset-backed securities
with remaining term within 397 days (including 397 days); other
financial instruments with good liquidity approved by the related
law and regulations or the China Securities Regulatory
Commission and the People’s Bank of China.

ZhongRong Fund Management Company Limited

ZhongRong Cash Zengli Monetary Market Fund* (' BlIR & 14 5| &
iz £) follows the macroeconomic trends, monetary policy,
short-term capital market conditions and other factors to make
comprehensive judgement on interest rate trend, and dynamically
adjusts the average remaining maturity of the fund’s investment
portfolio based on interest rate expectations, and strives to
achieve higher profitability while satisfying security and liquidity
needs.
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China Southern Asset Management Company Limited

China Southern TianTianLi Monetary Market Fund* (5 XX &
k55 4) adopts active management style investment strategy,
and on the basis of controlling interest rate risk, trying to minimise
the fund’s net asset value fluctuation risk and satisfying liquidity, it
enhances the fund return.

China Southern Cash ZengLi Fund* (B 5 &EFIES)'s
objective of asset allocation is to consider stable investment
returns on the basis of fully satisfying liquidity. The fund’s strategic
asset allocation portion, mainly including market interest rate
forecast and fund portfolio’s average remaining term level etc., are
being determined by the investment decision committee
according to the macroeconomic situation and future money
supply judgement. The fund’s tactical asset allocation portion,
mainly including trading market and choice of investment product,
timing in critical period, repurchase arbitrage, choice of
undervalued central bank bills and short-term debts etc., will be
adjusted for the asset allocation ratio by the fund manager
according to the market situation at the material time and the
market environment changes, full utilisation of the company’s
research resources and financial engineering techniques, so as to
achieve optimising allocation effect.

Aegon-Industrial Fund Management Company Limited

Aegon-Industrial Monetary Market Securities Investment Fund* (£
2 EEMSEEAFREES) pursues steady cash returns through
active stable investment in short term financial instrument of
monetary market, seeking the best combination under risk and
reward with a premise of securing safety of principal and
adequate liquidity of assets. The fund comprehensively utilises
multi-investment strategies of class configuration, target duration
control, yield curve, choice of individual securities and arbitrage
etc., to perform investment. The investment scope includes cash,
call deposits, bank deposits with a term of within 1 year (including
1 year), bonds with remaining term within 397 days (including 397
days), central bank notes with term within 1 year (including 1
year), bond repurchases with term within 1 year (including 1 year),
short term financing vouchers as well as other monetary market
instruments with good liquidity approved by the China Securities
Regulatory Commission and the People’s Bank of China.
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HuaBao WP Fund Management Company Limited

HuaBao Cash Pot Monetary Market Fund* FEEBIR L EEEHISHE
#)’s investment strategy is (1) according to research
macroeconomic indicators and interest rate changing trend, to
determine the investment portfolio average duration; (2) while
satisfying condition of investment portfolio average duration, to fully
consider relevant product’s return, liquidity and credit rating, to
determine the portfolio allocation; (3) utilising modern financial
analysis methodology and tools, in order to optimise the portfolio
allocation result and to realise appreciation of the portfolio; (4)
adopting methodologies of balanced distribution, rolling investment
and optimising term allocation etc., to enhance the liquidity
management; and (5) with real time monitoring of interest change of
each product, to catch risk-free arbitrage opportunity.

China Universal Asset Management Company Limited

China Universal Money Market Fund* ((ERE & mIHES)
integrates macro and micro analysis to formulate investment
strategies. It strives to realise higher returns rate on the basis of
satisfying safety and liquidity requirements. Using value analysis
as basis, combining macro and micro, qualitative and quantitative,
it realises value preservation and value add for investors through
professional liquidity management. It invests in financial
instruments allowed for investment under the related law and
regulations and approved by regulators, including cash; bank
deposits, bond repurchases, central bank notes, interbank
deposits with a term of within 1 year (including 1 year); bonds,
debt financing instruments of non-financial institutions, asset-
backed securities with remaining term within 397 days (including
397 days), as well as other monetary market instruments with
good liquidity approved by the China Securities Regulatory
Commission and the People’s Bank of China.
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REBENMPHEEE

Agricultural Bank of China Limited

ABC-CA Money Market Fund (BIREEE¥MIEEHITEESD)
will follow the basic rule of safety and liquidity as priority, through
in-depth analysis of macroeconomics, policy environment, market
situation and demand and supply of funds, it will scientifically
estimate future interest rate trend, reasonably set investment
portfolio’s target duration and asset allocation ratios. At the same
time, by comprehensively utilising various investment strategies of
interest rate, duration, class, repurchases, liquidity management,
etc., on the basis of securing safety and liquidity, it strives to
achieve investment returns exceeding the performance
benchmarks. The fund investment targets are financial
instruments with good liquidity, including (1) cash; (2) bank
deposits, bond repurchases, central bank notes, interbank
deposits with a term of within 1 year (including 1 year); (3) bonds,
debt financing instruments of non-financial institutions, asset-
backed securities with remaining term within 397 days (including
397 days); (4) other monetary market instruments with good
liquidity approved by the China Securities Regulatory Commission
and the People’s Bank of China.

E Fund Management Co., Ltd.

E Fund Swift Wealth Management Money Market Fund (575 Z 81
BRGEEMESEEAS) utiises qualitative and quantitative analysis
methodologies, through active investment in short term financial
instruments, and on the basis of effective control of investment
risk and maintenance of high liquidity, it strives to achieve
investment returns higher than the performance benchmark.
Based on rigorous and in-depth research and analysis, the fund
manager comprehensively considers market fund flow direction,
credit quality of depositing banks, credit rating of credit bonds as
well as returns rate standard of each class of assets, liquidity
traits, etc. according to market situation and volume of variety
available for investment, determines allocation ratio of each class
of assets. The fund will carry out comparison on repurchase rate,
short term bond returns rate, deposit interest rate, as well as on
the basis of comprehensive analysis on funds, in order to judge
room for rate, arbitrage and determine leverage strategies.
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HFT Investment Management Co., Ltd.

HFT TianYi Money Market Fund* (B E@Am SEMISES)
cautiously considers the profitability, liquidity and risk
characteristics of different assets and strives to minimise different
kinds of risk. Under the premises of controlling the investment
portfolio with good liquidity, it gains a stable return for the
investors. The major investment are financial instruments, include
(1) cash; (2) bank deposits, bond repurchases, central bank
notes, interbank deposits with a term of within 1 year (including 1
year); (3) bonds, debt financing instruments of non-financial
institutions, asset-backed securities with remaining term within
397 days (including 397 days); (4) other monetary market
instruments with good liquidity approved by the China Securities
Regulatory Commission and the People’s Bank of China.

Financial Investment Products

RBENMPHEEE
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Number of
units held
asat

30 June 2019

R2019%
6830
BECENHE
(000)

(F)

SRHEEEN

Name of the financial assets

TRREEM
Total amount  Total amount Realised Unrealised
of purchase(s)  of disposal(s) investment investment
Investment made during  made during  income/(loss)  income/(loss)
cost Fair value the six months the six months for the six for the six
asat asat ended ended months ended months ended
30June 2019 30June2019  30June2019  30June2019  30June2019 30 June 2019
REZE REZE  BZE2019F  HZ2019%F
2019%F 2019 % 6A30H 6A30H
R2019%F R2019% 6A30H 6A308 IExfEA 1ExfEA
6H30H 6H30H LEREAR EAAAR  BERNRE REANRE
ZRERE ZAREE BAZESE HEZSE  BW(BB) WA/ (BB)
(RMB'000) (RMB'000) (RMB'000) (RMB’000) (RMB'000) (RMB'000)
(AREFT)  (ARETFR) (AR®TR) (AR®FR) (AR®TR) (AR%TI)

China Minsheng Bank Corp., Ltd.  #EIR4®RITRHER
AR

Feifan Asset Management TianYiJin FNEEEBRREZEHA

Financial Investment Product A HEAK -
China Construction Bank TERRBRTROER

Corporation AT
QianYuan — TianTianYing Open-end %77 — XARKHAEE

RMB Financial Investment Product* BEMARMEHER -
QianYuan — Weekly Open-end g — ARFRRAEE

Guaranteed Financial Investment HRURAANRKEH

Product” Efm -
QianYuan — RiXinYueYi (Daily) g — A&R&R(IRA)

Open-end RMB Financial Investment B EEAAR

Product* AREERER -
QianYuan — DuiGongZunXiang (Dally ~ ¥70 — HAEZ (IHE

Open-end) RMB Standard Asset WE) AREBESE

Portfolio Non-capital Protected Floating 484 R 3ER AT &)

Return Financial Investment Product” Yz 1B -
Others Hith -
Agricultural Bank of China Limited ~FEEXRTRAEBR

AT
Agricultural Bank of China BenLiFeng Bl 22577 [ AFZ XX
Daily Open-end RMB Financial 7 FRA AR S IZE
Investment Product* ER -

13,370 13,370 711,354 (1,165,484) 1,168 -
1,000 1,000 - - - -

- - 40,000 (48,000) % -

5,900 5,900 49400 (54,600) 191 -
200,000 200,000 200,000 - - -
4,600 4,600 7,000 (2,400) 3 -
6,110 6,110 482,913 (781,709) 370 -
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Total amount  Total amount Realised Unrealised

of purchase(s)  of disposal(s) investment investment

Number of Investment made during  made during  income/(loss)  income/(loss)
units held cost Fair value the six months the six months for the six for the six
asat asat asat ended ended months ended months ended
30June 2019  30June2019  30June2019  30June2019  30June2019  30June 2019 30 June 2019
REZE REZ  HE2019F  HZ2019%

2019%F 2019%F 6A30H 6A30H

R2019%F R2019% 20195 6A30H 6A308 IEMEA 1ExMEA
6H30H 6H30H 6H30H EAEAR tAEAR  EBRANKRE ARANRE
Name of the financial assets SREEER BEZENHE ZRERK ZAREE BAZESE HEZ#E  BW(BBR) WA/ (BR)
('000) (RMB'000) (RMB'000) (RMB’000) (RMB’000) (RMB'000) (RMB'000)

(F)  (AR®FT) (AREFT) (AREFL) (AREFR) (ARETR) (AR%TR)

./ [/ [/ [ [ | [/ | |
China Merchants Bank RERT
Utrust Trust — Jingxin No. 4 Specified B8 E: — RIE4FET

Asset Usufruct Assembled Funds Trust  BEWHIEEAE S

Programme* =atatE - - - 252,000 (502,000) 2,282 -
China Merchants Bank RiRiYing Financial %317 F A 228512l

Investment Plan* ! 18,100 18,100 33,400 (15,300) 3 -
Bank of Communications Co., Ltd. RBERTRHBERLA
YunTong Fortune ® JiuJiuYangLao BRUE  AARZAR

RiYing Financial Investment Product* BHEM - 127,028 127,028 1,709,480 (1,582,952) 933 -
CSC Financial Co., Ltd. TERRESROER

AR

14 Days National Debt Reverse 14 REfE# EIEE — GCO14

Repurchase — GCO14* - - - - (83,991) 176 -
CSC Fixed Income Securities FERR

“GuShouXin s WenXiang” [ElEi2Z]

“No. 2817" — 35 days” [2817§7)-35 % - - - 73 (20,073) 73 -
China International Capital heERSBRBER

Corporation Limited AFE
ZhongJinXinYi Asset Management Plan* & &R EEEE 12 58,990 60,000 60,000 60,000 - - -
ZhongdinDingYi No.10 Sole Asset FEER10ME—BE

Management Plan* EipitEl 400,000 400,000 406,040 400,000 - - 6,040
AVIC Trust Company Limited PRETIRGERAT
AVIC TianQi#556 TianChengJuFu PRIEFE « REI5565E K

Combined Investment Fund Trust Plan*  HEEREEESES

B = 170,000 170,000 170,000 (50,000) 873 -

Others it - 18,500 18,500 123,010 (119,510) 992 -
Note: e
1. Due to the nature of this type of financial assets, investment in 1.  BEHESHAEENME  ELREEERN

financial investment products is presented by way of fair value WIREUAABEAXZIIMIEAELZS -

instead of units.
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Investment strategies of financial investment
products

China Minsheng Bank Corp., Limited

Feifan Asset Management TianYidin Financial Investment Product
AGENLEEEE R a® A A#EAR) adopts investments
strategies with priority in security and liquidity while pursuing an
appropriate level of returns. Accordingly, in order to meet safety
and liquidity requirements, it will invest in interbank bond market
circulation bonds, money market funds, bond funds in asset
allocations, funds with investment target in bonds or broker-
oriented asset management plans, bank deposits, bond
repurchases, etc.. On this basis, it will conduct reasonable
allocations of debt assets, equity assets, other assets or asset
combinations that comply with regulatory requirements, so as to
further increase the return level.

China Construction Bank Corporation (“China Construction
Bank”)

QianYuan — TianTianYing Open-end RMB Financial Investment
Product* (#27T — AAEFMAEEEESE ARKEIREEm) wil
invest in financial instruments such as PBOC bills, debentures,
bank notes and trust financing interests on the interbank bond
market, so as to enable funds to realise higher returns than that of
deposits.

QianYuan — Weekly Open-end Guaranteed Financial Investment
Product* (®z7t — RIEMFMEEASEURAF A RBIEN Em)
invests in bonds and monetary market instruments assets and
debt assets of national debts, financial bonds, central bank notes,
short term financing bonds of enterprises, ultra short-term
financing bonds, medium term notes, corporate debts, bonds,
private placement debts, reverse repurchase of bonds, money
lending, due from banks, etc., as well as other assets meeting
compliance requirements.

QianYuan — RiXinYueYi (Daily) Open-end RMB Financial Investment
Product* (®z7T — BE AR(IRA)AMAEERGE ARKIENER)
invests in equity assets, debt assets, debentures and monetary
market instrument assets and other asset portfolio which are in
compliance with the regulatory requirements. The investment ratio of
each type of the asset is: equity assets (0%-70%), debt assets (0%-—
70%), debentures and monetary market instrument assets (30%-—
100%), other asset portfolio which are in compliance with the
regulatory requirements (0%—70%).
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QianYuan — DuiGongZunXiang (Daily Open-end) RMB Standard
Asset Portfolio Non-capital Protected Floating Return Financial
Investment Product* (%270 — I AB Z (X A ABA) A RKIZES
EREGTERAZEWRAIEIEM) invests in: 1. cash type
assets, including but not limited to saving deposits, fixed deposits,
agreement deposits, etc.; 2. monetary market instrument assets,
including but not limited to pledge-style repurchase agreement,
sales and repurchase agreement, exchange agreement-style
repurchase agreement, etc.; 3. monetary market funds; 4.
standardised fixed income type assets which were public issue
with external rating of above AA, including interbank deposits,
national debts, central bank notes, financial bonds, corporate
debts, debentures, medium term notes, short-term financing
bonds, ultra short-term financing bonds in domestic market. The
investment ratios of each type of the asset are: cash type assets
(10%-100%), monetary market instruments (0%-90%), monetary
market funds (0%-90%) and standardised fixed income type
assets (0%-90%). China Construction Bank adheres to the idea
of value investment, through management of asset portfolio
achieving balance between the product’s security, liquidity and
profitability. The product’s fundamental assets were selected and
approved by China Construction Bank’s internal approval
process, reaching investment standard.

Agricultural Bank of China Limited

Agricultural Bank of China BenLiFeng Daily Open-end RMB
Financial Investment Product* (F BIEZ % R1T [ AF|LRAF] F
A REEIBEAE ) mainly invests in inter-bank and exchange
market bonds, repurchases, borrowings (includes national debts,
financial bonds, central bank notes, letter of credit with relatively
higher credit rating, private placement financing debt instruments,
convertible bonds, etc.), monetary market funds, bond funds,
other funds in low risk category, low risk interbank fund business,
non-standard debt assets (includes usufruct, entrusted debts,
etc.), securities issued by asset managers as well as fixed income
products issued by commercial banks or other qualified
institutions. Among these, the ratio for investing in high liquidity
assets (cash, repurchase, Sovereign and quasi-sovereign debts
as well as mid-high rating letter of credit, etc.) is 60%-100%. The
ratio of investment class of monetary market funds, bond funds,
other funds in low risk category, low risk interbank fund business
is approximately 10%-30%. Non-standard debt assets and other
investment classes contribute approximately 0%—-10%. The above
investment ratio could be adjusted upwards or downwards by a
range of 10%.
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China Merchants Bank

Utrust Trust — Jingxin No. 4 Specified Asset Usufruct Assembled
Funds Trust Programme* (BE/{E5t — {54 T EEWEE
£ 45 & & {=7E51E)) (Jingxin No. 4”) is a wealth management
product issued by China Merchants Bank that invested by the
Group on 21 December 2018. The investment was bearing
floating returns rate and with a term of 62 days maturing on 21
February 2019. Jingxin No. 4 uses the usufruct of the receivable
of remaining balance of real estate purchase of real estate
projects as the transfer subject, with the seller of usufruct
repurchasing upon maturity. At the same time, the real estate
developer uses its deposits at China Merchants Bank as a pledge.
The investment principal and interests has been fully settled with
annualised returns rate of 5.2% upon maturity.

China Merchants Bank RiRiYing Financial Investment Plan* (387
$R1TH BRIEHETE]) invests in all kinds of bonds issued in
interbank and exchange market, as well as money lending,
reverse repurchases, bank deposits, securities firm beneficiary
certificates, trust plans, asset management plans, etc. and other
financial assets complying with regulatory authorities
requirements. The investment ratios are bond assets (20%-95%),
money lending and reverse repurchases (0%-80%), bank deposits
(0%—-50%), securities firms beneficiary certificates, trust plans and
targeted asset management plan (0%-70%) and other assets
(0%—-50%).

Bank of Communications Co., Ltd.

YunTong Fortune e JiudiuYanglLao RiYing Financial Investment
Product* (BBHE ¢« AAEBEEZHAEUEM) adopts an
investment strategy that prioritises safety and liquidity with
consideration given to profitability. Its asset portfolio comprises a
majority of assets such as bonds and money market instruments
that have high liquidity and high investment grade, and strives to
achieve stable returns through portfolio management.
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CSC Financial Co., Ltd. (“CSC Financial”)

14 Days National Debt Reverse Repurchase — GCO014* (14 X[
Ei¥[EIEE — GCO014) is a national debt reverse repurchase wealth
management product with a pledge purchased from CSC
Financial by the Group. It bears floating returns rate, with maturity
of 14 days and maturing on 4 January 2019. CSC Financial used
its national debt held as pledges. After year end, the investment
principal and interests has been fully settled with annualised
returns rate of 5.15% upon maturity.

CSC Fixed Income Securities “GuShouXin ¢ WenXiang” “No.
2817” — 35 days* (FEREENRESE [BWE « 2= [2817
5] — 35K) is issued by CSC Financial with principal guarantee
for a term of 35 days with maturity on 1 February 2019, bearing
floating interest rate. After year end, the investment principal and
interests has been fully settled with annualised returns rate of
3.8% upon maturity.

China International Capital Corporation Limited

ZhongJinXinYi Asset Management Plan* (& & EEE B2
uses stability as objective. Under the premises of strictly
controlling risk and securing liquidity safety, the plan pursues
continuous and steady appreciation of the entrusted asset during
the entrusted period. The asset management plan will combine
the top-down and bottom-up investment analysis methods,
through analysis of macroeconomic operation status, national
fiscal and monetary policies and fund environment of capital
market, forecasts macroeconomic development trend and interest
rate policy changes, and evaluates relative yields and major risks
of bond market in the future time accordingly. On the basis of
determining the overall liquidity requirement, liquidity strength level
of investment products and strength of return creation ability of
managed assets, it determines the allocation ratio of duration,
category, etc., of fixed income assets. In selecting credit products,
it sticks to principles of performing evaluation beforehand,
cautious decision and close follow up afterwards for every
invested bonds, selecting relatively higher yield bonds with
controllable risk to carry out investment.
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ZhongdinDingYi No.10 Sole Asset Management Plan* (& 54
1058 8 — & ZE B2 5T 2) uses stable return as objective. Under
the premises of strictly controlling risk and securing liquidity
safety, the plan pursues continuous and steady appreciation of
the entrusted asset during the entrusted period. The plan is a sole
asset management plan in fixed income category. The investment
scope of entrusted assets is (1) fixed income assets: national
debts, regular bonds of local governments, central bank notes,
policy financial bonds, debentures (including non-public issued
debentures), corporate debts, medium term notes, short term
financing bonds, ultra short term financing bonds, asset-backed
securities (not including subordinated tranche), asset-backed
notes (not including subordinated tranche), private placement
financing debt instruments, convertible bonds, exchangeable
bonds listed in the exchange and interbank market; bonds
repurchase, bonds reverse repurchase; (2) cash type assets:
cash, bank deposits, interbank deposits, monetary market funds,
etc.. The plan’s investment restrictions include: 1. The bond issuer
or debt rating shall not be lower than AA+; short term financing
bonds of issuer rating shall not be lower than AA+; if there are no
rating for ultra short term financing bonds, the issuer rating shall
not be lower than AA+; regarding bonds with no issuer rating and
no debt rating, unless there was written pre-approval of principal,
it is not allowed to invest; 2. Interbank deposits issuers rating shall
not be lower than AA+; 3. No conversion for investing in
convertible bonds and exchangeable bonds; 4. The investment
sum in convertible bonds and exchangeable bonds not exceeding
20% of the net asset value of the plan of previous day; 5. The
plan’s total asset value shall not exceed 200% of the plan’s net
asset value; 6. The plan cannot invest directly on credit assets of
commercial banks; 7. Other investments restricted by relevant
laws and regulations, national policies and contracted restrictions
in the agreement.

RBENMPHEEE

FEREI0RE - EEEEN AR E RS
RER ERRESRBRMERERB L 2H
AR T BEREREEEZEHRANE -
RIZEE - At RET RS BE—EETE
T8 - RREEEREHRER - (WEEREEE
E  XHMLBTRMSEHER ZHEIE - it
TRFE—RES  RE - BERUESEE - 27
BE(SHFAFBTARE)  CXE PHE
B EEREr BEHRES  BEXRESE
H(RERBME) BEXEZR(TERE
E)  FERFMAEMEBRETR AEE -
AIRRE  ESFIEEE  EFFEE  QRE
BEE:Be ROFEX RAEFE - E¥D
BEEE - AFENRERNEE 1 BEF
TRFBEBEFRMENAA+  EHREHTR
AHARMER AA+  ERRE R A BEIEATAR 0 X6
AEARTER AA+ - SIOBREE = R ARUNE(EIR
FENES  RIFRERGEZIAZTERE
BRITEERE 2 AEFERTAZEIR
TRERA 3 REABHRES  AIRK
BHETBER 4 RENAEBRES AR
BEFNRERA TNSBEM—AFEEE
FER20% : 5~ FTEIBEEREBENSEGE
BEFEMN200% : 6 AT BERERER
BEBITEEEE 7 HEERZER  BX
BERME RAERUEENEMBIRE -

Interim Report 2019 ¢ —Z— A EFRHAFRE 43



Business and Financial Review

REBENMPHEEE

AVIC Trust Company Limited

AVIC TianQi#556 TianChengJuFu Combined Investment Fund
Trust Plan* (FA1E5E © XEX 556 AHE EIREESEEESE
5t5T2l) carries out diversified dynamic asset allocation of the trust
investment asset with the principles of safety, efficiency and
liquidity. The investment scopes are: bank deposits, interbank
borrowings, reverse repurchase of bonds, monetary market
funds, bond funds, exchange and interbank market bonds, etc.
and other products that the trustee being confirmed in
accordance with the trust deed. The asset under the trust shall
not invest directly in secondary stock market, QDII products as
well as high risk financial derivative products (including but not
limited to stock index futures, stock futures, stock index forwards,
stock forwards, etc.). It shall not invest projects which do not
comply with the national industry policy, the investment policy and
the macroeconomic control policy.

Listed Bond Investments

Number of
units held Investment
as at cost as at
30 June 2019 30 June 2019
#20195
6A30H R2019%
HEZ 6A30HZ
Name of the financial assets SHEEER BRYE RERA
(000) (RMB’000)
(F) (ARETR)

FHIEERGERA A

PREFE e RRGE6HABREERER S ES
BRETERTHERMERE BRZ:
M MatE - REBMERAETSTEBREE
BB - REBEWT : RITHFER - RAEHRE -
BEFPOE E¥mEES  BFEE RP
P R ERTTRIT B EHF R E A ZFEAREE
A RMKEMEENER ° St BIMED
SEERRENKRE_HTS QDI EmAR
SERNERITEER(BRENRNRES
5 BEHE - BEE  RENES),TE
BRENTHARRERRER  REBRRNEE
BIEEBRAVIAR -

nE

EtHESRE
Total amount  Total amount Realised Unrealised
of purchase(s) of disposal(s) i t investment
made during  made during income/(loss) income/(loss)
the six the six for the six for the six
Fair Value months months months months
asat ended ended ended ended
30June 2019 30 June 2019 30 June 2019 30 June 2019 30 June 2019
REZ REZE  EZ2019F HZ2019%
2019 % 2019 % 6A30HL 6A30H
H2019% 65307 6A30E ~EAR AR
6A30H2  LEAEAR  LEAEAR ZRNRE RERORE
AREE BAZESE HEZELE WA/(BB) WA/ (BB
(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)
(AR¥EFR) (ARETT) (AR®TR) (ARETT) (AR%TR)

Beijing LeRui Asset Management Co., Ltd. 1t X&HEEEBERAT
LeRuiQiangZhai No. 27 Securities Investment 45524 (& 27 5 55 &

Private Fund* MERS 3,347 354,000
Shanghai Longlife Investment Co., Ltd. b BAHKREERAT
Longlife Jinxi Pure Bond No.1 Private AHEEAEIRALEES

Securities Investment Fund* REES 1,610 165,666
Shanghai JunXi Ir M LEERREEEERAR

Co., Ltd.
JunXi XiZhou No.8 Private Securities EREASEALERSNE

Investment Fund* o5 2,191 220,500
Others it 46 4,798
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Investment strategies of listed bond investments

Beijing LeRui Asset Management Co., Ltd.

LeRui QiangZhai No.27 Securities Investment Private Fund* (4435
BE27THEBELRETEE D) adopts fixed income category
allocation strategy to gain stable return, and through certain
proportion of equity and derivative products asset allocation to
enhance return. Using fixed income assets such as good quality
debentures, etc. as core assets, through stable return from bond
interests to accumulate safety cushion. On this basis, it starts to
implement “large scale asset allocation strategy”, and further
extend portfolio assets to more risky asset categories of equity,
derivative products, etc.. According to risk-return profile of target
assets intended to invest and market condition changes, it
dynamically adjusts the investment ratio within range to strive for
realisation of continuous stable profit of account. LeRui “large
scale asset allocation strategy” carries out large scale asset
allocation rotation by top-down approach, realising achievement
of target of higher investment return under premise of bearing
limited risk. The strategy considers macroeconomic situation,
financial market environment, market structure changes as well as
financial instruments available for investment, supported by
quantitative models, comprehensively analyses market interest
rate trend, capital market demand and supply, credit risk situation
as well as stock market trend, and estimates each asset’s risk-
reward characteristics in long, medium and short term. It carefully
chooses large scale assets with relatively better risk-reward
profile, constructs allocation strategy which reflects large scale
asset rotation characteristics. Calculated by cost, the fund invests
not less than 80% of the total value of fund’s asset in fixed income
category assets and cash category assets, and not more than
20% of the total value of fund’s asset in equity category assets.
Using issuer or debt rating as basis, it cannot invest in debentures
with rating lower than AA or short term financing bonds with rating
lower than A-1.
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Shanghai Longlife Investment Co., Ltd.

Longlife Jinxi Pure Bond No.1 Private Securities Investment Fund*
(ABBEFATE 1AL EFE S5 EES) uses bonds category asset
as major investment subject. During different economic cycles,
from the three dimensions of interest rate (duration), credit, and
fixed income to carry out asset allocation, striving to obtain steady
return independent of economic cycle. In the aspect of risk control
and strengthening return, it calculates the basic return from bond
interest income. It sets strict risk limit according to basic return
level, so as to control drawdown risk. Within risk limit, through the
approach of adjusting bonds duration of position, mining wrong
priced debentures and mining fixed income assets’ equity
attributes, etc. to obtain excess return over basic return. The
restrictions of the fund include 1. must not invest the fund assets
in small to medium enterprises’ private placement debts; 2. debt
or issuer ratings of corporate debts, debentures, convertible
bonds, detachable convertible bond must be AA or above; debt
rating of short term financing bonds of A-1 and issuer rating must
be A+ or above; private exchangeable bonds can be without
rating.
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Shanghai JunXi Investment Management Co., Ltd.

JunXi XiZhou No.8 Private Securities Investment Fund* (£ EE A
SIRFLEEHFIEE ES) constructs investment portfolio on the
basis of in-depth research. Under the premises of strictly
controlling the investment risks, it strives to obtain long term
stable investment return. The fund will carry out top-down
approach asset allocation according to macroeconomic analysis
and changes in overall market valuation level, lowering market risk
and pursuing higher return at the same time. The investment
scope includes stocks issued and listed on the Shanghai or
Shenzhen Stock Exchange (limit to shares issued from the
conversion of convertible bonds or exchangeable bonds only),
bonds and asset-backed securities issued and traded in the
Shanghai or Shenzhen Stock Exchange or interbank market,
asset-backed notes issued and traded in interbank market, fixed
income securities of securities companies, bond repurchases,
pledge-style quoted repurchase agreement in the Shanghai or
Shenzhen Stock Exchange, cash, bank deposits (including fixed
deposits, agreement deposits, structured deposits and other
bank deposits), publicly offered funds, bank financial investment
products, asset management plans of securities companies,
insurance companies and future companies, asset management
plans for specific clients of fund managers, privately offered funds
issued by privately offered securities investment fund manager
who are registered and published on the official website of the
Asset Management Association of China. The investment
restrictions of the fund include: 1. must not invest in funds without
custodian or safekeeping financial institutions (commercial banks,
securities companies); 2. must not invest in partnership shares
without filings in the Asset Management Association of China; 3.
must not invest in subordinated share of structured financial
product, and the priority rating of invested asset-backed securities
and asset-backed notes shall be AAA; 4. the fund’s total fund
asset value shall not exceed 160% of fund net asset value; 5.
must not participate in subscription of non-public issued shares in
stock exchange; 6. the debt rating of invested debentures must
be AA or above. If the invested debentures do not have a debt
rating or their debt ratings do not reach AA or above, their issuer
ratings shall be AA or above. Rate securities such as national
debts, policy financial bonds, local debts, etc., are not restricted
by ratings.
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Investment Funds

Name of the financial assets

EHEELR

Number of
units held as at
30 June 2019

20196
65308
B¥E2
BUgE
(000)
()

Investment
cost as at
30 June 2019

R2019E
6A30R
ZRERT
(RMB’000)
(AR®F)

REES
Total
amount of
purchase(s)
made during
Fair value the six months
asat ended
30June 2019 30 June 2019
REZ2019F
R2019F 6A30H
6H30R EARBAR
ZRAEE BAZHLHE
(RMB’000) (RMB'000)
(A\REFT)  (AR¥TFR)

Total Realised Unrealised

of i ir it

disposal(s) income/(loss)  income/(loss)
made during for the for the
the six months six months six months
ended ended ended
30June 2019 30June 2019 30 June 2019
HZ2019%  HE2019F

REZ2019F 64300 6A30H
68308 EAREA 1ExfEA
tXEAR  ERRNKRE ARRNRE
HECBSE  BA/(BB) WA/ (BR)
(RMB'000) (RMB'000) (RMB'000)
(AREFT) (ARETR) (AR%TR)

Jiaxing FengJun Investment
Management Co., Ltd.

FengHeXin FengJun Judin#2
Structured Private Investment
Fund*

Shanghai QiuSheng Assets
Management Co., Ltd.*

QiuSheng Asset YanXi No.1
Macro Hedge Private Fund*

Jiu Ding Hua Xin (Beijing)
Investment Fund
Management Co., Ltd.

Jiu Ding Hua Xin YiGuan No.2
Private Securities
Investment Fund*

Eternal Grand Investment
Management Co., Ltd.

Eternal Grand Collective Private
Securities Investment Fund*

Bosera Asset Management
Company Limited

Bosera New Strategy Flexible-
configuration Hybrid Fund

HFT Investment Management

Co., Ltd.

HFT Retirement Income Balanced

Fund

Huatai-Pinebridge Fund
Management Co., Ltd.

Huatai-PineBridge XinLi Flexible-
configuration Commingled Securities

Investment Fund*

RERULREER
ARAR

BARRRRE2M
BBIILE
REES

LBUREEER
ARAR

WREEFE
TEHHLEES

NEEE(ER)RE
HSEBRARAR

NBECER2RLE
EHREES

T EERZRE
EBEERAR
ERRLERLERS
REES

ARESERERAR

BEFRREERE
RAMEFREES

BERESEEAR
AF

AEBRERGERAT
HFRELS

EFNHESERAR
2F

ERRRNNEERE
RAMEFRELES

200,000

106,850

50,000

210,000

26,600

23,165

29,112

200,000

107,000

50,000

210,000

30,000

30,000

30,000

201,752

125,143

50,000

209,790

30,071

30,002

29,913
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Investment strategies of investment funds

Jiaxing FengJun Investment Management Co., Ltd.

FengHeXin FengJun Judin#2 Structured Private Investment Fund*
(BEEEERSOREBILALEIREES) primarily through
investing in trust plan beneficial rights and/or trust plans, strives to
achieve steady appreciation of fund assets. Based on in-depth
studying of domestic and foreign macroeconomic trend, monetary
policy changing trend, capital market demand and supply
situation, the fund will analyse and judge interest rate trend and
comprehensively consider each investment products’ profitability,
liquidity and risk traits, and perform active management to the
fund’s asset portfolio.

Shanghai QiuSheng Assets Management Co., Ltd.*

QiuSheng Asset YanXi No.1 Macro Hedge Private Fund* (fFK 2 &
EEEARRBEMAEESD) constructs investment portfolio
based on in-depth research, striving to realise continuous steady
appreciation of the fund assets. Regarding the investment
strategies, (i) future strategy: through three dimensions of time,
room and volatility, it addresses the issues of strategic term,
strategic room for profit and volatility during the term respectively.
First, according to macroeconomic analysis model, considering
information in currency, investment, financing, interest rate,
inflation, treasury, consumption, industry operation, import and
export trade, etc., it carries out long cycle time series analysis,
builds up co-integration model of each of the macroeconomic
indicators under different economic cycles, studies and judges
the macroeconomic operation situation. Second, according to
own industry fixed asset investment, production output level as
well as middle and downstream industries’ output, sales, inventory
situation of different commodities, it carries out evaluation to each
of the commodities’ supply and demand status and analyses
strengths and weaknesses. At the same time, it makes an
evaluation on the trade indicators such as future basis, monthly
price difference, contract volume, margin deposit changes, etc.,
at transaction level, and finally it establishes arbitrage and hedging
transaction model; (i) equity strategy: through analysing factors
such as company’s industry policy direction, industry
concentration, industry competition threshold, company
technology level in the industry, company financial status,
company product market share, company research and
development expense, etc., it seeks for equity targets having
product price bargaining power, production cost competitive
advantages or having relatively higher development potential.
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REBENMPHEEE

Jiu Ding Hua Xin (Beijing) Investment Fund Management Co.,
Ltd.

Jiu Ding Hua Xin YiGuan No.2 Private Securities Investment Fund*
(LB ZEEEH2RAZFTFILEESR) strives for creating steady
income and return for fund investors under the premises of strictly
controlling investment risks. The fund’s investment scopes are
instruments with good liquidity, including domestic legally issued
and listed stocks, new shares subscriptions, bonds, warrants,
monetary market instruments, bank deposits, bank investment
products, securities firms asset management products, stock
index futures as well as other investment products approved by
law and regulations or the China Securities Regulatory
Commission for fund investment. The investment strategies
include (i) equity asset investment strategy — according to china
economic social structural changes and trend, it adopts top-down
approach to invest in domestic legally issued and listed stocks,
etc.; (i) monetary market instruments investment strategy —
pbased on in-depth research of domestic and foreign
macroeconomic trend, monetary policy changing trend, capital
market supply and demand, it analyses and judges the interest
rate trend and comprehensively considers different investment
products’ profitability, liquidity and risk traits, thereby performing
active management to the fund’s asset portfolio.; (iii) other
strategies — according to market changes and manager’s
judgement, it invests in the contracted investment products,
investment instruments, etc., within the fund’s investment scope
striving to realise fund asset steady appreciation.
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Eternal Grand Investment Management Co., Ltd.

Eternal Grand Collective Private Securities Investment Fund* (1B2z
BT ERILEBEFIEEES) constructs investment portfolio
based on in-depth research. Under the premises of strictly
controlling the investment risks, it strives to obtain long term
stable investment return. The fund will carry out quantitative
hedging strategy according to macroeconomic analysis and
overall market valuation level, at the same time participating in
new share offline allotment of the Shanghai Stock Exchange
including Science and Technology Innovation Board. It lowers
market risk and pursues higher return at the same time. The
investment scope includes stocks issued and listed on the
Shanghai or Shenzhen Stock Exchange (including new share
subscription), stock within the scope of stock for Stock Connect
for Southbound Trading, depository receipts issued and listed on
the Shanghai or Shenzhen Stock Exchange, preference shares
issued and listed on stock exchange, bonds and asset-backed
securities issued and trade in the Shanghai or Shenzhen Stock
Exchange or interbank market, asset-backed notes issued and
traded in interbank market, fixed income securities of securities
companies, bond repurchases, pledge-style quoted repurchase
agreement in the Shanghai or Shenzhen Stock Exchange, cash,
bank deposits (including fixed deposits, agreement deposits,
structured deposits and other bank deposits), interbank deposits,
margin trading and short selling, refinancing securities lending (that
is the fund use its holding securities as underlying of short sale
lending to securities finance companies), stock index futures,
commodities futures, national debts futures, stock options and
commodities options listed in stock exchange and future
exchange, warrants listed in stock exchange, contracts listed in
Shanghai Gold Exchange, publicly offered funds and bank
investment products.
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Bosera Asset Management Company Limited

Bosera New Strategy Flexible-configuration Hybrid Fund (1885 %7
REEELERAFEAFNEES) strives to obtain long term
continuous stable investment return for fund holders, through
organic combination of multiple investment strategies, under the
premises of effective risk controls. The fund’s investment targets
are financial instruments with good liquidity, including equity
financial instruments such as domestic legally issued and listed
stocks (including Small and Medium Enterprise Board, Growth
Enterprise Market and other stocks approved for listing by the
China Securities Regulatory Commission), warrants, stock index
futures, etc., as well as fixed income financial instruments such as
bonds, etc., and other financial instruments approved by law and
regulations or the China Securities Regulatory Commission for
fund investment (must comply with the China Securities
Regulatory Commission’s relevant regulations). The fund’s
investment portfolio ratio is stock assets contributing 0%-95% of
fund asset. The small to medium enterprises’ private debts
contributes not higher than 20% of the fund’s net asset value. The
fund’s stock investment uses qualitative and quantitative analysis
as basis, carrying out investment on the fundamental analysis.

HFT Investment Management Co., Ltd.

HFT Retirement Income Balanced Fund (& & @ Z B KZSREA A E
A3 EE L) insists on flexible asset allocation. Based on strict
control of downside risk, it actively grasps investment opportunity
of stock market, ensuring asset protection and appreciation,
realising objective of beating absolute return benchmarks, providing
a steady pension wealth management instrument for investors. The
fund’s investment scope is financial instruments with good liquidity,
including domestic legally issued and listed stocks (including Small
and Medium Enterprise Board, Growth Enterprise Market and other
stocks approved for listing by the China Securities Regulatory
Commission), bonds, bank deposits, monetary market instruments,
warrants, stock index futures as well as other financial instruments
approved by law and regulations or the China Securities Regulatory
Commission for fund investment (must comply with the China
Securities Regulatory Commission’s relevant regulations). The fund
comprehensively utilises flexible and disciplined asset allocation
strategies, segment allocation and individual stock selection
strategies, return management and stop-loss strategies, etc.,
dynamically controlling the portfolio risk by utilising derivative
products such as stock index futures, etc. at the same time. The
fund’s investment portfolio ratio is stock investment contributing
0%—-95% of the fund assets.
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Huatai-Pinebridge Fund Management Co., Ltd.

Huatai-Pinebridge XinLi Flexible-configuration Commingled
Securities Investment Fund* FEERMIHFH B EAR B RAAES
& EL) pursues long term appreciation of fund assets, under
the premises of effective risk control. It prospectively seizes rate of
return of stock market, bond market and interbank market at
different times, striving to create investment return higher than
results benchmarks for the investors in the medium to long run.
The fund’s investment scope is financial instruments with good
liquidity, including domestic legally issued and listed stocks
(including Small and Medium Enterprise Board, Growth Enterprise
Market and other stocks approved for listing by the China
Securities Regulatory Commission), bonds, asset-backed
securities, bond repurchases, bank deposits, monetary market
instruments, stock index futures, warrants as well as other
financial instruments approved by law and regulations or the
China Securities Regulatory Commission for fund investment
(must comply with the China Securities Regulatory Commission’s
relevant regulations). The fund is a commingled fund, with
obtaining long term steady return as objective. When the stock
market’s overall valuation level seriously deviates from enterprises
earning condition and expected growth rate, emerging obvious
overvaluation, if its not timely adjusted could bring along potential
capital losses for the fund unit holders, the fund will carry out large
scale asset allocation adjustments, lowering stock asset ratio,
raising other assets such as bonds, etc. ratio at the same time.
The fund’s stock asset investment ratio contributes 0%-95% of
fund assets.
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Listed Equity Interests TR EE
Realised
Total t  Total i Unrealised
of purchase(s)  of disposal(s) i /(loss) ir it
Number of made during  made during forthe  income/(loss)
units held Investment Fair value the six months the six months six months for the six
asat cost as at asat ended ended ended months ended
30June2019  30June2019  30June2019  30June2019  30June2019  30June2019 30 June 2019
HE20195
6A30H BZ2019F
R2019%F REZ2019F REZ2019%F IEAEA 6A308
6A30H R2019%F R2019% 6H30H 6H30H BERH EXRMEA
HEZ 6A30H 6A30R ERERR EAERR REWAN/ FERORE
Name of the financial assets SHEEER BUgE ZREREK ZDREE BAZHSE HEZHeE (B8R WA/ (F8)
('000) (RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)

(F)  (AR&FT) (AREFT) (AREFL) (AR¥EFR) (ARETR) (AR%TR)
! /' ! [ ! [ [ |
Chinacity EDU Fund | L.P. Chinacity EDU Fund | L.P. approximately 110,828 90,502 - - - (24,457)

11.23 million
shares'
H1,1238K

China Risun Group Limited* FEEGEEERAR approximately 128,161 204,625 - - - 76,464
87.58 million
shares?
#18,758 B k>

Beijing LeRui Asset Management It R&4HEEEBERAT

Co., Ltd.
LeRuiQiangZhai No. 27 Securities LB ETREARE
Investment Private Fund* REES 1.155 23,297 22,203 23,297 - - (1,004)
Jiangsu Shentong Valve Company LESBRFRNERAR - - - - (52,737) 11,883 -
Limited
Notes: G
1. The investment is indirectly held by a special purpose vehicle. 1. IS B A —ETR B SRR S o

2. The number of shares held increased from approximately 24.80 2. ARFEBEEBAERARR2019F2 A 1

million shares to approximately 87.58 million shares as a result of HETENET SFAZROMEEHY
capitalisation issuance of China Risun Group Limited* on 1 February 2,480 BRIE =418, 758 B ©
2019.
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Investment strategies of listed equity interests

Chinacity EDU Fund I L.P.

During the year ended 31 December 2018, the Company
subscribed for approximately 1.57% of the enlarged registered
capital of Koolearn Technology Holding Limited (“Koolearn”)
through Chinacity EDU Fund | L.P., at a cash consideration of
USD16.75 million. As at 30 June 2019, the Company held
approximately 1.20% of the registered capital of Koolearn through
Chinacity EDU Fund | L.P.. Koolearn’s operating entity is Beijing
New Oriental Xuncheng Network Technology Inc., which was
incorporated in 2005. Its first product released was the online
education platform, Koolearn. Today, Koolearn develops into an
online education platform providing education products for
college, K-12, pre-school and institutional clients, from an initial
pure online foreign examination preparation service provider.
Koolearn was listed on the Main Board of The Stock Exchange of
Hong Kong Limited (“Stock Exchange”) (“Main Board”) on 28
March 2019 with stock code 1797.

China Risun Group Limited* (“Risun Group”)

During the year ended 31 December 2018, the Company
subscribed for approximately 24.80 million shares of Risun Group,
representing approximately 2.58% of its enlarged registered
capital, at a cash consideration of approximately RMB128 million.
As at 30 June 2019, the Company held approximately 2.14% of
the registered capital of Risun Group. Risun Group was
incorporated in 1995. It has four large chemical industrial zones in
Xingtai, Dingzhou, Tangshan and Cangzhou, with more than ten
coal chemical subsidiaries and joint ventures. It is a large scale
enterprise group with principal business of manufacturing, and
domestic and foreign trading of coal chemical products. It is a
leading enterprise in China’s coke and coal chemicals, also being
one of the major suppliers of coke of the Group. Risun Group was
listed on Main Board on 15 March 2019 with stock code 1907.

RBENMPHEEE

EHRENRE R
Chinacity EDU Fund I L.P.

REZE2018F 12 AT HIEFER © ARQRE
i® Chinacity EDU Fund | L.P. REH R 7 £ &
BHEERER AR ([FIRAEL ) &AM
ALK 1.57% - HEREAEIL1,6758
e M201946A30H & A 7 @ B
Chinacity EDU Fund | L.P. 3348 ¥7 5 5 fE &5 1
AL 1.20% s - TR A ERELEREL
2005 F A b TR T AR @B R AR
2R HENEREERNRR BB FEaHE
FlEE -BESH HRAELEEREYN
gk EIINEAEERGERER  HFEKASE
RE K12 B RETFREHREE
MR —BNEEHETFE - TERAIELER
20193 A28HNEXBHMERZ AR A A
([BERArT)) ER(TER]) L - EROER A
1797 o

e B EEE R A A ([ N8k &M )

REZE2018F 12 AT HILFER » ARRIR
FEBRS S E 42,480 B A% (D + BME &K
M AL 2.58% F RERELHAARE1.28
BT > R201966 A30H » AQAGINEHATB
[5 2 B AR AR 492.14% © fBF5 & @ Ak 32 7
19054 - MEEMEZ - EIN - B AMEX
{tIEE  +Z2FBECITTFRFMEERNT
BRKUBCTESREENBRIINE S BEHE
AR EER  BHREERMECTEERN
BEHENE  WAAEBERTIEHERZ — -
JERS =B 2019F3A 15BN ER T &
f& 7 #7555 & 1907 ©

Interim Report 2019 ¢ —Z—HEFRHAFRE 55



Business and Financial Review

REBENMPHEEE

Beijing LeRui Asset Management Co., Ltd.

LeRui QiangZhai No.27 Securities Investment Private Fund* (4¢3
BE27HEHF AR EE D) adopts fixed income category
allocation strategy to gain stable return, and through certain
proportion of equity and derivative products asset allocation to
enhance return. Using fixed income assets such as good quality
debentures, etc. as core assets, through stable return from bond
interests to accumulate safety cushion. On this basis, it starts to
implement “large scale asset allocation strategy”, and further
extend portfolio assets to more risky asset categories of equity,
derivative products, etc.. According to risk-return profile of target
assets intended to invest and market condition changes, it
dynamically adjusts the investment ratio within range to strive for
realisation of continuous stable profit of account. LeRui “large
scale asset allocation strategy” carries out large scale asset
allocation rotation by top-down approach, realising achievement
of target of higher investment return under premise of bearing
limited risk. The strategy considers macroeconomic situation,
financial market environment, market structure changes as well as
financial instruments available for investment, supported by
quantitative models, comprehensively analyses market interest
rate trend, capital market demand and supply, credit risk situation
as well as stock market trend, and estimates each asset’s risk-
reward characteristics in long, medium and short term. It carefully
chooses large scale assets with relatively better risk-reward
profile, constructs allocation strategy which reflects large scale
asset rotation characteristics. Calculated by cost, the fund invests
not less than 80% of the total value of fund’s asset in fixed income
category assets and cash category assets, and not more than
20% of the total value of fund’s asset in equity category assets.
Using issuer or debt rating as basis, it cannot invest in debentures
with rating lower than AA or short term financing bonds with rating
lower than A-1.
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Jiangsu Shentong Valve Company Limited (“Jiangsu
Shentong”)

During the year ended 31 December 2018, the Group acquired
certain amount of shares of Jiangsu Shentong. As at 31
December 2018, the Group held approximately 9.20 million
shares of Jiangsu Shentong, representing approximately 1.89% of
its issued capital, with a historical cost of cash consideration of
approximately RMB53.9 million. All the shares held were sold
during the six months ended 30 June 2019. Jiangsu Shentong is
listed on the Shenzhen Stock Exchange (stock code 002438). It
specialises in research, development, production and sale of
novel special valves and is one of the suppliers of valves to the
Group.
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Bond Market Funds BETEES
Realised
Total t  Total Unrealised
of purchase(s)  of disposal(s)  income/(loss) investment
made during  made during forthe  income/(loss)
Number of Investment Fair value the six months the six months six months for the six
units held as at cost as at asat ended ended ended months ended
30June2019  30June2019  30June2019  30June2019  30June2019  30June 2019 30 June 2019
HE2019%
6A308 B22019%
#2019 REZ2019F REZ2019%F IEAEA 6A308
65307 R2019%F R2019% 6A30H 6A30H BERH LEXMEA
BEZ 67308 6A30H EXRBAR EABAR RE&WA/ FERHRE
Name of the financial assets SHEEER BRUYE ZREREK ZOREE BAZHSE HEZ4eE (BR) WA/ (B#8)
(1000) (RMB'000) (RMB'000) (RMB'000) (RMB'000) (RMB'000) (RMB’000)
(F)  (ARBFT) (AREFT) (AREFL) (AR¥EFR) (ARETR) (AR%FR)
! [ ! [ /! [ |
Och-Ziff Capital Management RREAEEEE
Group LLC ERAR*
0Z Institutional Income Overseas ARKENREINES
Fund, L.P. - 198,569 205,094 - - 2,609 5,268
Value Partners Hong Kong ERESERER
Limited ARAR
Value Partners Greater China High ~ BEAFZEg i
Yield Income Fund EREe 481 33,243 31,866 - - 1,389 1,141
Note: o
1. The investment is presented by way of fair value instead of units. 1. ZREN DA BETA2IIMIEAEL 2] -
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Investment strategies of bond market funds

Och-Ziff Capital Management Group LLC

OZ Institutional Income Overseas Fund, L.P. is the feeder fund for
U.S. Tax Exempt and Non-U.S. investors of OZ Institutional
Income Master Fund, Ltd. (together, the “OZ Fund”). The OZ
Fund seeks to generate risk-adjusted returns across the market
cycle by combining rigorous fundamental analysis and active
portfolio management. In addition, in respect of the distribution
tranches, it also intends to make quarterly distributions of all or a
portion of the current income that includes cash dividends,
interest and other similar cash proceeds. The OZ Fund’s
investment objective is to invest on an unlevered basis
predominantly in U.S. dollar-denominated senior secured loans,
or participation interests therein, senior secured notes, second
lien loans, unsecured loans, letters of credit and bonds issued by
below-investment grade obligors, as well as other debt securities.
The allocation of capital across industries and types of obligors
will vary depending on market opportunities and other factors.

Value Partners Hong Kong Limited

Value Partners Greater China High Yield Income Fund seeks to
provide capital appreciation for investors. In addition, in respect of
the distribution classes, it also intends to pay monthly dividends
equal to all or substantially all of the net income attributable to
each of the distribution classes.

Value Partners Greater China High Yield Income Fund invests in a
broadly diversified portfolio of debt securities with no fixed
duration, term structure or industry sector weightings in the
allocation of assets in Greater China. Selection of investments will
be determined by the availability of attractive investment
opportunities. It aims to achieve its investment objective by
investing not less than 70% of its non-cash assets in a portfolio of
debt securities issued by or fully guaranteed by (i) listed or unlisted
corporations with their main operations (or majority of assets) in,
or have their majority of their income derived from the Greater
China Region, and (i) governments and/or government related
entities in the Greater China Region. The debt securities in which
the fund may invest shall include, but are not limited to,
convertible and non-convertible debt securities, fixed and floating
rate bonds and high-yield bonds.
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Business and Financial Review

RBENMPHEEE

National Debt Reverse Repurchase BEFE B
Realised
Total t  Total i Unrealised
of purchase(s)  of disposal(s)  income/(loss) investment
Number of made during  made during forthe  income/(loss)
units held Investment Fair value the six months the six months six months for the six
asat cost as at asat ended ended ended months ended
30June2019  30June2019  30June2019  30June2019  30June2019  30June2019 30 June 2019
HE20195
6A308 B22019%
#2019 REZ2019F REZ2019%F IEAEA 6A308
6A30H R2019%F R2019% 6A30H 6A30H BERH LEXfER
BEZ 6A30R 6A30R LEAEAR ILXEAR REWN/ FERHRE
Name of the financial assets SREESR BRugE ZREREK ZOREE BAZHSE HE24eE (B8 WA/ (B#8)
(000) (RMB’000) (RMB'000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)

(F)  (ARBFT) (ARETFT) (AREFT) (AREFR) (ARETR) (ARETR)
/'’ ' ! ' [ | |
Shanghai JunXi Investment LRERREEEERAR
Management Co., Ltd.

JunXi XiZnou No. 8 Private Securities ZEEA8HHEEHEE - 2,500 2,500 2,500 - - -
Investment Fund* e
— National Debt Reverse — BEFEE
Repurchase
Note: i
1. Theinvestment is presented by way of fair value instead of units. 1. ZREURAREBEFRNEHMIEAEMLZS -
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Investment strategies of national debt reverse
repurchase

Shanghai JunXi Investment Management Co., Ltd.

JunXi XiZhou No. 8 Private Securities Investment Fund* —
National Debt Reverse Repurchase (B R EASHALEFEFILEE
€ — BUEHEEE) constructs investment portfolio on the basis of
in-depth research. Under the premises of strictly controlling the
investment risks, it strives to obtain long term stable investment
return. The fund will carry out top-down approach asset allocation
according to macroeconomic analysis and changes in overall
market valuation level, lowering market risk and pursuing higher
return at the same time. The investment scope includes stocks
issued and listed on the Shanghai or Shenzhen Stock Exchange
(limit to shares issued from the conversion of convertible bonds or
exchangeable bonds only), bonds and asset-backed securities
issued and traded in the Shanghai or Shenzhen Stock Exchange
or interbank market, asset-backed notes issued and traded in
interbank market, fixed income securities of securities companies,
bond repurchases, pledge-style quoted repurchase agreement in
the Shanghai or Shenzhen Stock Exchange, cash, bank deposits
(including fixed deposits, agreement deposits, structured deposits
and other bank deposits), publicly offered funds, bank financial
investment products, asset management plans of securities
companies, insurance companies and future companies, asset
management plans for specific clients of fund managers, privately
offered funds issued by privately offered securities investment
fund manager who are registered and published on the official
website of the Asset Management Association of China. The
investment restrictions of the fund include: 1. must not invest in
funds without custodian or safekeeping financial institutions
(commercial banks, securities companies); 2. must not invest in
partnership shares without filings in the Asset Management
Association of China; 3. must not invest in subordinated share of
structured financial product, and the priority rating of invested
asset-backed securities and asset-backed notes shall be AAA; 4.
the fund’s total fund asset value shall not exceed 160% of fund
net asset value; 5. must not participate in subscription of non-
public issued shares in stock exchange; 6. the debt rating of
invested debentures must be AA or above. If the invested
debentures do not have a debt rating or their debt ratings do not
reach AA or above, their issuer ratings shall be AA or above.
Interest rate securities such as national debts, policy financial
bonds, local debts, etc., are not restricted by ratings.
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Business and Financial Review

Investment Strategy and Future Prospects

The Group’s investments in financial assets at fair value through
profit or loss have been conducted on the premises that such
investments would not affect the working capital of the Group or
the daily operation of the Group’s principal business. Such
investments are conducive to improving the capital usage
efficiency and generating investment returns from the Group’s
temporarily idle funds. Giving top priority to prevention of
excessive risk, the Company implemented control and made
prudent decisions in respect of such investments on the principle
of protecting the interests of its shareholders as a whole and the
Company. On one hand, the Company is able to generate a
relatively higher returns from such investments than fixed-term
bank deposits, while at the same time the Company is still able to
retain flexibility in redeeming the investments whenever it foresees
there is a cash need.

Subject to any unforeseeable changes in China’s and global
economic, political and social conditions, the Company currently
expects that the Group will continue to make such investments as
and where appropriate pursuant to the investment strategy
mentioned above. It is currently expected that barring any
unforeseeable circumstances, such investments would continue
to generate additional returns for the Group.

RBENMPHEEE

RERBERRREE

AEBETRRAAEBEFELEZEHHAR
HRZEBEEANKE  FREZFREDT
EREARENEEESSUARBEIEZXHH
BRENF UWFREBNHZESERUER
RAEBEREENESRIURERDR - LAR
IHEERBRABEESE  ARRIEHEENK
BETEG REHEBRARUREARAR R RE
BRZERBNAA/RA - Z—7H  ARAFB
ZEREAEERYRTERFARRSH[E
] ARBAIARB AR HBRSFREE
EIZERENTEML -

ERNFERRRHEE - BUA ML ERRE
AARFEMN &L - ARRIREFERAEERK
REBRIREA LR EREEBRETR
& - BRIIES - BRIFLIRMAARERNBER - %
ERENGERERAEEREEIND H -
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Directors’ Interests and Short Positions in
Securities

As at 30 June 2019, the interests and short positions of the
directors, chief executives and their associates of the Company in
the shares of the Company (“Shares”), underlying Shares or
debentures of the Company or any of its associated corporation
(within the meaning of Part XV of the Securities and Futures
Ordinance (“SFQ”)) which (i) were required to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8
of Part XV of the SFO (including interests and short positions
which they were taken or deemed to have under such provisions
of the SFO); or (i) were required, pursuant to section 352 of the
SFO, to be entered in the register referred to therein; or (i) were
required to be notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) as set out in
Appendix 10 to the Rules Governing the Listing of Securities on
the Stock Exchange (“Listing Rules”), and adopted by the
Company were as follows:

Interest in the Shares and underlying Shares of the
Company:

Interests in Shares

R 2 R %R
Corporate Personal
Interest Interest
NERER BAER

EENRFNESERAR

3

R2019F6 H30H » AREIMES - £E17
BA B RERZ AR R S EETEEEE
(EEREBHFNMBEGO([FHREBERS )
EXVES) AR AR (R4 ]) - A8RER D
SEHFER ()VRIBEEH R E GO EXVED
BT RE8HIAME AN R MR (BIE
RIFZEHFLPEGAIREWEEIR AR 2
R RO B Z &) + k(i) RIRE 7 KA E &
P28 352 16785 AZIGPTIE &5 A+ 3k (i) 1R
BADNREHEMNEZFES EMARA( LW
WA D MEETATE M E BT AERETES
R GWIZAESTRI ([ZESFR ) g AR A7 R
RETH iz OR B ES T

RAQ B RAD AR AD s -

Mr. Han Jingyuan (Note 1)
BauR A (1) 1,352,488,849 -
Mr. Zhu Jun

KERAE - 10,200,000
Mr. Shen Xiaoling

LR A - 10,200,000
Mr. Zhu Hao

REEE - -

Mr. Han Li

BENA - 5,400,000
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Directors’ Interests and Short Positions in
Securities (continued)

Interest in the Shares and underlying Shares of the
Company: (continued)

Interests in Shares

17 R 2
Corporate Personal
Interest Interest
DEER BARER

Other Information

Hib&E#

ESNBSNEERARR (&)

RAQ TR MABBER D AR - (&)

Interests in

underlying Percentage of

Shares the Company’s
pursuant to issued Long/
share options  share capital Short position

RS RN

IRFETE R 21T
BAFERZ REANEIL ¥/ KR

Mr. Ondra Otradovec
Ondra Otradovec % & - -

Mr. Wong Man Chung, Francis
BXREE - -

Mr. Wang Tianyi
TREAE - -

Mr. Wang Bing
FTkk&E - -

Note:

(1) As at 30 June 2019, Mr. Han Jingyuan beneficially owned 63.15%
of the issued share capital of Wellbeing Holdings Limited
(“Wellbeing Holdings”) and held 16.09% of the issued share
capital of Wellbeing Holdings on trust for the benefit of certain
employees of the subsidiary of the Company. Wellbeing Holdings
beneficially owned 1,265,535,124 Shares, representing
approximately 34.00% of the issued share capital of the Company.
Mr. Han Jingyuan also beneficially owned 100% of the issued share
capital of Chingford Holdings Limited (“Chingford Holdings”)
which beneficially owned 86,953,725 Shares, representing
approximately 2.34% of the issued share capital of the Company.

Save as disclosed above and in the section headed “Equity-
settled Share Option Scheme” below, as at 30 June 2019, none
of the directors, chief executives and their associates of the
Company had any interest and short positions in the Shares,
underlying Shares or debentures of the Company or any of its
associated corporations (within the meaning of part XV of the
SFO) as recorded in the register required to be kept under Section
352 of the SFO, or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code.

(1)  MR2019F6A30H B EREEELHSE
Wellbeing Holdings Limited ([ Wellbeing
Holdings |) B #1TiR AN #)63.15% #E 2 » A LA
ERAAREARRMBARE TRERENFE
?%ﬁWenbeing Holdings B 81T 2 #) 16.09%
% > Wellbeing Holdmgs,a w % B
1,265,535,124 f& i 17+ #ME AR A B 1TH
RH)34.00% s - BHEREENERZESR
Chingford Holdings Limited ([ Chingford
Holdings |) 82 # 2 {7 4 + i Chingford
Holdings & % # 4 86,953,725 % f& 15+ #91&
RAR B EITIRAE) 2.34% ©

B EX M TR R [ARE A E e B IE
FHE| #R I PTIEESN - R2019F6 A30H » #f
BARAMES TETRABREBEAR
ARr S EEAEERZEZE(EERESME
GRPIEXVER) Bty - HER DK EFTHEE
FIRIEE 7 R iﬂ\ﬂﬁﬂ%SSZMﬁﬁTﬁE’Jﬂx%

Affpracek - RFRETIANG AR
B X P MOA R ©
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Equity-Settled Share Option Scheme

The Company adopted three share option schemes approved by
the Shareholders at the annual general meeting held on 17 May
2006 (“2006 Share Option Scheme”), approved by the
Shareholders at the special general meeting held on 20 December
2010 (“2010 Share Option Scheme”) and approved by the
Shareholders at the special general meeting held on 15 May 2013
(“2013 Share Option Scheme”) respectively (collectively referred
to as “Share Option Schemes”) for the purpose of providing
incentives and rewards to eligible participants who are regarded
as valuable human resources of the Group or who have
contributed to the growth and success of the Group with their
performance and other factors (e.g. their years of service with the
Company and/or work experience and/or knowledge in the
industry etc.) to contribute further to the Company. The 2006
Share Option Scheme expired on 16 May 2016.

The Share Option Schemes do not specify any minimum holding
period and/or performance targets as a condition for the exercise
of an option but subject to the rules of the Share Option
Schemes. The Board is empowered with the authority to
determine granting of an option on a case by case basis taking
into account of the relevant factors as the Board in its sole
discretion considers appropriate.

The maximum number of Shares issuable under the Share Option
Schemes to each eligible participant within any 12-month period
is limited to 1% of the Shares in issue at any time. Any further
grant of share options in excess of this limit is subject to
Shareholders’ approval in a general meeting.

Subject to earlier termination by the Company in general meeting
or by the Board, the Share Option Schemes shall be valid and
effective for a period of ten years from their respective dates of
adoption.

The subscription price shall be such price determined by the
Board at its absolute discretion and shall be no less than the
highest of: (a) the closing price of Shares as stated in the daily
quotations sheet of the Stock Exchange on the date of grant; (b)
the average closing price of the Shares as stated in the daily
quotations sheet of the Stock Exchange for the five business days
immediately preceding the date of grant; and (c) the nominal value
of a Share on the date of grant.

64  China Oriental Group Company Limited e #1558 /5 &= B i8R A &

DUREEE B IR T 8

RAREHEMN - EERETE DR AR
2006 F5 A7 HEITHREAFRKE FaRK
R EMEREETEI([2006 FEIRERTE) -
720106 12 H20 BETHRRFFRIAE A
IR AL R ST El (2010 FRE AR REST &1 )
MR2013F 5 A15 AR TR RFRIAE £
IR R AL B B IR AT 21 (12013 FF I8 IR RE 5
B2 (B BREFTEDEMaERS2HE
EETERE BENEBTEAERERHEERS
HE  HEWRALAEBEMNEEANERIA
HEZRE REMAZREAEBNERERNKD
E BRI 0 1% 5 £ A 2 7 &9 AR 78 <F B
K/RITAMTELR K SKM#HSE) W
AARWEHEZ BB - 2006 FEERETEE
201645 A 16 BEIH] -

FERRERT 8RB M E AR A M &8 HIfE
R/ SATRBRERERNREBE - HRE
BREFSINGR RTESRARNEES
EEBIE R BRI L R 2 RS
REENARRERE

REBREFSTAEREERZAERTH
= Al TR RO BB R X L B HI LR
TEABRALRASERFEHITHRMDA1%
EAAIRB IR BB — PR TREBRER KR A
G ARBRALE o

ETEBEARRRBRRAS LHEBEFEHR
FBRIET - BRES S8 8 ERA B R R
i+ S HMBER -

RBENDHEFRE2ENBET X TEER
UT&ESE : @BONETRERIIE R R
BERPIHOBHE  O)BRDNEZERTEAA
8% 2% AR T B RERM M T WS
B ROBOHRETHMNEE -



Equity-Settled Share Option Scheme (continued)

The consideration payable on acceptance of the options granted
to an grantee under the respective Share Option Schemes is
HK$1.00.

As at 30 June 2019, there was no share option outstanding under
the Share Option Schemes.

Pursuant to the 2010 Share Option Scheme, the Company can
issue options so that the total number of Shares that may be
issued upon exercise of all options to be granted under the 2010
Share Option Scheme are 146,486,250 Shares, representing
approximately 3.94% of the issued share capital of the Company
as at 30 June 2019. Eligible participants of the 2010 Share Option
Scheme includes all Directors (whether Executive or Non-
executive and whether independent or not) and any employees
(whether full-time or part-time) of any company in the Group or
any entity in which any member of the Group holds an equity
interest (whether on an employment or contractual or honorary
basis or otherwise and whether paid or unpaid) and any person
considered by the Directors to have contributions to any company
in the Group or any entity in which any member of the Group
holds an equity interest. During the six months ended 30 June
2019, no options were granted, exercised, cancelled or lapsed
under the 2010 Share Option Scheme.

Pursuant to the 2013 Share Option Scheme, the Company can
issue options so that the total number of Shares that may be
issued upon exercise of all options to be granted under the 2013
Share Option Scheme are 146,571,250 Shares, representing
approximately 3.94% of the issued share capital of the Company
as at 30 June 2019. Eligible participants of the 2013 Share Option
Scheme includes all Directors (whether Executive or Non-
executive and whether independent or not) and any employees
(whether full-time or part-time) of any company in the Group or
any entity in which any member of the Group holds an equity
interest (whether on an employment or contractual or honorary
basis or otherwise and whether paid or unpaid) and any person
considered by the Directors to have contributions to any company
in the Group or any entity in which any member of the Group
holds an equity interest. During the six months ended 30 June
2019, no options were granted, exercised, cancelled or lapsed
under the 2013 Share Option Scheme.
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Directors’ Rights to Acquire Shares or
Debentures

Save as disclosed above, at no time during the six months ended
30 June 2019 were rights to acquire benefits by means of the
acquisition of Shares or debentures of the Company or any other
body corporate granted to any Director or their respective
spouses or children under 18 years of age, or were any such
rights exercised by them; or were the Company or any of its
holding companies, fellow subsidiaries and subsidiaries a party to
any arrangement to enable the Company’s Directors, their
respective spouses or children under 18 years of age to acquire
such rights in any other body corporate.

Contracts of Significance

Saved as disclosed above and the transactions as disclosed in
Note 31 to the condensed consolidated interim financial
information, no controlling shareholder or any of its subsidiaries
have any contract of significance with the Company or its
subsidiaries during the six months ended 30 June 2019.
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Substantial Shareholders

At 30 June 2019, the interests or short positions of every person,
other than a Director or chief executive of the Company, in the
Shares and underlying Shares as recorded in the register required
to be kept by the Company under Section 336 of the SFO are as
follows:

Other Information
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FERR

MR2019F 6 A30H ' IRIBEANGIZRESR K
HRE 6 DI5E 336 16k FTTF B AR R & M Frac %
BAAL(RRRIEELETETHRABRINK
AARIAD RABRE IR (D B M SOX R I
T

Percentage
of the
Company’s
Capacity and Number of issued Long/Short
Name nature of interest Shares held  share capital position
LERNE|
2RITRA
=L SO RERMEE G A Bo ®ORR
!/ |
ArcelorMittal (Note 1) (FfizE1) Beneficial interest and 1,377,491,891 37.00% Long (4f)
interest of controlled
corporation
BEmiEmk
Rt EEER
ArcelorMittal Holdings AG Beneficial interest 867,711,151 23.31% Long (4F)
(“AM Holdings AG”) EmiEm
([AM Holdings AG )
Wellbeing Holdings Beneficial interest 1,265,535,124 34.00% Long (%7)

BamEm
Note:

(1) As at 30 June 2019, Mr. Lakshmi Niwas Mittal and Mrs. Usha Mittal
beneficially owned 37.38% of the issued share capital of
ArcelorMittal which beneficially owns 509,780,740 Shares,
representing approximately 13.69% of the Company’s issued share
capital. As ArcelorMittal indirectly held the entire equity interest in
AM Holdings AG, ArcelorMittal was deemed to be interested in
867,711,151 Shares held by AM Holdings AG under Part XV of the
SFO, and therefore owned in aggregate 1,377,491,891 Shares,
representing approximately 37.00% of the issued share capital of
the Company.

Saved as disclosed above and in Directors’ Interests and Short
Positions in Securities sections, as at 30 June 2019, no person,
other than a Director or Chief Executive of the Company, had
interests or short positions in the Shares and underlying Shares
as recorded in the register required to be kept by the Company
under Section 336 of the SFO.

(1) #2019 6 A30H * Lakshmi Niwas Mittal 5&
A A Usha Mittal A K & % % B ArcelorMittal (B
#FE 509,780,740 Bk A% (5 R F 415 13.69%
AAREBITRA) B81TIRA37.38% °
ArcelorMittal {8 # #5 5 AM Holdings AG & #p %
A BEFHFRBASGEHEXVE -
ArcelorMittal 1 18 /& #£ AM Holdings AG ¥ A )
867,711,151 IR E B - RERB AR
F1,377,491,801 [ R& 1D - IR AR BB 31T
RE R 49 37.00% #E2S ©

B EXREENESER AR — TR
Gh o A2019F6 A30H @ IRIBARRQ AL IR E
H I EIE ) 55 336 IR FTTE B FORR SR & 1 - #E
BALT(RAREBHEBITHABRIN R
B RABERDHEREDIAR -
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Purchase, Sales or Redemption of Listed
Securities of the Company

Neither the Company, nor any of its subsidiaries has purchased,
sold or redeemed any of the Company’s listed securities during
the six months ended 30 June 2019.

Compliance with the Code on Corporate
Governance Practices

The Company acknowledges the importance of good corporate
governance practices and believes that it is essential to the
development of the Group and to safeguard the interests of the
equity holders. The Directors are of the opinion that the Company
has complied with the code provisions as set out in the Code on
Corporate Governance Practices (the “CG Code”) in Appendix 14
to the Listing Rules throughout the six months ended 30 June
2019, save for the following deviations:

Under code provision A.2.1 of the CG Code, the role of chairman
and chief executive officer should be separate and should not be
performed by the same individual. Currently, Mr. HAN Jingyuan
serves as the Chairman of the Board and the Chief Executive
Officer of the Company. The Board believes that there is no
immediate need to segregate the roles of Chairman and the Chief
Executive Officer of the Company because the role of chief
executive officer/general manager of the Company’s major
operating subsidiaries are performed by other persons. The Board
will consider the segregation of the roles of the Chairman and the
Chief Executive Officer of the Company in light of the future
development of the operating activities or businesses of the
Group.
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Compliance with the Code on Corporate
Governance Practices (continued)

Under code provision A.4.2 of the CG Code, all directors
appointed to fill a casual vacancy should be subject to election by
shareholders at the first general meeting after appointment. Every
director, including those appointed for a specific term, should be
subject to retirement by rotation at least once every three years.
Article 86(2) of the Bye-laws of the Company (the “Bye-laws”)
provides that, amongst other things, the directors shall have the
power from time to time and at any time to appoint any person as
a director, either to fill a casual vacancy on the Board, or, subject
to authorisation by the shareholders in general meeting, as an
addition to the existing Board. Any director so appointed by the
Board shall hold office until the next following annual general
meeting of the Company and shall then be eligible for re-election
at that meeting. In light of the Bye-laws, any director so appointed
as aforesaid shall hold office until the next annual general meeting.
This constitutes as a deviation from code provision of A.4.2 of the
CG Code. Given the time between filling a causal vacancy and the
next general meeting was generally too short to require a re-
election, therefore the Company adopts the re-election to take
place at the next annual general meeting instead. The Company
believes that it is in the best interest of the Company’s
shareholders to transact this ordinary course of business in the
annual general meeting.

Under code provision C.2.5 of the CG Code and the related notes
of the CG Code, the Company should have an internal audit
function which generally carries out the analysis and independent
appraisal of the adequacy and effectiveness of the Group’s risk
management and internal control systems. While the PRC internal
audit function of the Company was established since January
2018, other internal audit function is merged with the finance
function during the six months ended 30 June 2019. During the
period, the Group conducted a review on the need for setting up
an independent internal audit department. Taking into account the
size and complexity of the operations of the Group, the Company
considers that the existing organisation structure and the close
supervision of the management could provide sufficient internal
control and risk management for the Group. The audit committee
of the Board and the Board regularly review the effectiveness of
the internal control systems and the risk management of the
Group. The Board will review the need to set up an independent
internal audit function on an annual basis.

Other Information
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Other Information

HibE R

Compliance with the Model Code for Securities
Transactions by Directors

The Company has adopted the Model Code as set out in
Appendix 10 to the Listing Rules as its own code for dealing in
securities of the Company by the Directors. The Company has
made specific enquiry of all Directors and all Directors have
confirmed that they have complied with the required standard as
set out in the Model Code during the six months ended 30 June
2019.

Audit Committee

During the six months ended 30 June 2019, the audit committee
of the Company (“Audit Committee”) comprised three
Independent Non-executive Directors, namely Mr. WONG Man
Chung, Francis as the Chairman of the Audit Committee and Mr.
WANG Tianyi and Mr. WANG Bing as the members of the Audit
Committee.

The Audit Committee has reviewed the Group’s condensed
consolidated financial information for the six months ended 30
June 2019 and has also discussed the internal control, the
accounting principles and practices adopted by the Group. The
Audit Committee is of the opinion that the condensed
consolidated financial information have been prepared in
accordance with the applicable accounting standards, the Listing
Rules and the statutory requirements and that adequate
disclosures have been made in the interim report.

Changes in Directors’ Information

Pursuant to Rule 13.51B(1) of the Listing Rules, the changes in
directors’ information are as follows:

Mr. Han Li was appointed as the chairman and director of Jiangsu
Shentong Valve Company Limited, which was listed on the SME
Board of the Shenzhen Stock Exchange, with effect from 26 July
2019.
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Closure of the Register of Members

The register of members of the Company will be closed from
Monday, 16 September 2019 to Wednesday, 18 September 2019
(both days inclusive), during which period no transfer of shares of
the Company may be registered, for the purposes of ascertaining
shareholders’ entitlement for the proposed interim and special
dividend. The record date for the proposed interim and special
dividend shall be Wednesday, 18 September 2019. In order to
qualify for the proposed interim and special dividend, all share
transfer documents accompanied by the relevant share
certificates must be lodged with the Company’s branch share
registrar in Hong Kong, Tricor Investor Services Limited, at Level
54, Hopewell Centre, 183 Queen’s Road East, Hong Kong, for
registration not later than 4:30 p.m. on Friday, 13 September
2019.

Appreciation

The Board would like to take this opportunity to extend its
deepest gratitude to its staff for their hard work and dedication to
the Group, and to its shareholders for their continuous trust and
support in the Company.

By order of the Board

China Oriental Group Company Limited
Han Jingyuan

Chairman and Chief Executive Officer

Hong Kong, 29 August 2019

*

For identification purposes only
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Report on Review of Interim Financial Information

PN BERNERRE

To the Board of Directors of China Oriental
Group Company Limited

(incorporated in Bermuda with limited liability)

Introduction

We have reviewed the interim financial information set out on
pages 74 to 136, which comprises the interim condensed
consolidated balance sheet of China Oriental Group Company
Limited (the “Company”) and its subsidiaries (together, the
“Group”) as at 30 June 2019 and the interim condensed
consolidated statement of comprehensive income, the interim
condensed consolidated statement of changes in equity and the
interim condensed consolidated statement of cash flows for the
six-month period then ended, and a summary of significant
accounting policies and other explanatory notes. The Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited require the preparation of a report on interim
financial information to be in compliance with the relevant
provisions thereof and Hong Kong Accounting Standard 34
“Interim Financial Reporting” issued by the Hong Kong Institute of
Certified Public Accountants. The directors of the Company are
responsible for the preparation and presentation of this interim
financial information in accordance with Hong Kong Accounting
Standard 34 “Interim Financial Reporting”. Our responsibility is to
express a conclusion on this interim financial information based
on our review and to report our conclusion solely to you, as a
body, in accordance with our agreed terms of engagement and
for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.

72 China Oriental Group Company Limited e 7 B 5 5 &= B2 A TR A A

HPERAEBERERAAESER

(RBFRETIMERZZERAE)

515

A BED (ATERE M) S EHIIENE
74Z 136 AW R AR - A BRI AR
BREFERNEEZERERABR(TERRD R
HitBAm (A [ E5E ) R2019%6 A 30
AT GRS HEERBEREBEZZA LN
fEAMEE AR A pHR e K - P HIE
PRepiREEHRNTHEASHERESRE
R AREZ S BRI EME MM E AR -
(BEBMERXZMBRAFES EMARRD K
BT HMBEERRENREBBETEA L
FRAMBRIGEXAR TSRS RMNE
AR EAFE MR [FHHPBHRE] - ERF]
EXARBRBEEBGFERIZE 3455 [ B
BmE ] mERINBZETBHBEER - T
MEERRERMANEHNEZSEFT PR HEER
fEh#Em  WIZRERB 2 RRERNBRBESR
WE - BRI 2B EREEAME B © FFIA
ERARENATAEAMEMALE ERASE
EREE -



Report on Review of Interim Financial Information (Continued)

P BERNERRE (F)

Scope of Review

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

Conclusion

Based on our review, nothing has come to our attention that
causes us to believe that the interim financial information of the
Group is not prepared, in all material respects, in accordance with
Hong Kong Accounting Standard 34 “Interim Financial Reporting”.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 29 August 2019
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Interim Condensed Consolidated Balance Sheet

FHEASHEERER

(Al amounts in RMB thousands unless otherwise stated)

(BRBHERIN - A UARBET T REL)

Unaudited Audited
30 June 31 December
Note 2019 2018
2019 20184
BtEE 6 H30H 12 A31H
| | | | |
ASSETS BE
Non-current assets FREEE
Leasehold land and land use rights THE £+ b &2 13 {5 FE 4 8 178,594 181,499
Property, plant and equipment M - MR KREE 8 8,021,099 7,559,747
Right-of-use assets EREEE 3(a) 82,681 -
Investment properties KB 8 151,743 187,184
Intangible assets B EE 8 1,021,727 129,647
Investment in associates REE R R —EEERE
and a joint venture ZIKE 9 130,072 121,858
Financial assets at fair value through BARBETEBEEZEEHFTA
other comprehensive income Hitzalas s S mEE 10 415,928 487,376
Financial assets at fair value through 1R A R BETE B HEE T A
profit or loss BRisomEE 16 = 243,120
Prepayments, deposits and TENRIE - ek
other receivables H b eI BEFX 14 1,076,206 729,364
Loan receivables FEWE X 15 950,000 720,000
Deferred income tax assets FEIEFTIS I E E 319,392 270,989
Total non-current assets ERBEESTT 12,347,442 10,630,784
Current assets REEE
Financial assets at fair value through BANBETSE BEEZEFA
other comprehensive income HitamaWas s o mE E 10 13,861 -
Properties held for sale FHELEMZ 11 132,607 168,790
Inventories Ve 12 3,763,308 3,107,511
Trade receivables JEWE 5B K 13 878,750 661,951
Prepayments, deposits and TERRIE - Ze &k
other receivables E A & W BR 3R 14 1,775,985 1,439,935
Financial assets at fair value through BARBEEEEZEFHTA
profit or loss BaRRZomMEE 16 5,410,760 6,567,243
Amounts due from related parties FE IR B ES: 5 TR 31(c) 125,860 185,906
Prepaid current income tax TESE BB ATIS AR 21,211 29,176
Loan receivables FEE 15 134,328 40,328
Notes receivable — bank acceptance FENEE — RITAGIES
notes 17 1,529,761 1,364,128
Derivative financial instruments TESRTE 1,176 2,157
Restricted bank balances R FIRIT AR 364,876 527,542
Cash and cash equivalents HERIREEEY 3,717,192 2,845,229
Structured bank deposits HERBIERITER 18 2,190,000 2,037,900
Total current assets REBEESS 20,059,675 18,977,796
Total assets HMEE 32,407,117 29,608,580
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Interim Condensed Consolidated Balance Sheet (Continued)

FHEAESHEERER (B)

(Al amounts in RMB thousands unless otherwise stated)

(BABERI - RESBIUAARB T TREL)

Unaudited Audited
REEEX KEZ
30 June 31 December
Note 2019 2018
2019 F 2018 4F
B5E 6 H30H 12 431 H
| | | | |
EQUITY EH
Equity attributable to owners of FERAATEZEEENER
the Company
Share capital R 2R 19 380,628 380,628
Share premium 15 % B 19 3,532,234 3,532,234
Other reserves HAth 20 1,430,462 1,473,735
Retained earnings BIF ke 13,113,029 12,020,989
18,456,353 17,407,586
Non-controlling interests FEFEHI MRS 299,141 273,962
Total equity ERAs 18,755,494 17,681,548
LIABILITIES =Fi
Non-current liabilities kRBERS
Borrowings &= 23 751,352 162,000
Lease liabilities HEEE 3() 83,649 -
Deferred revenue EFEWA 161,035 120,136
Deferred income tax liabilities BEFTSREE 36,530 21,283
Total non-current liabilities kFRBABET 1,032,566 303,419
Current liabilities REEE
Trade payables BB SRR 21 4,641,610 4,157,453
Accruals and other current liabilities TERERAMEMRBAE 22 2,044,718 2,087,437
Contract liabilities EHBEE 1,589,464 1,629,944
Amounts due to related parties FE S FE RS 5 T IB 31(c) 55,827 59,118
Current income tax liabilities B HREHAE 464,912 1,070,382
Lease liabilities HEEE 3() 3,709 -
Financial liabilities at fair value through 12 A BETE B H& ST A
profit or loss BaiseomafE 165,962 -
Derivative financial instruments TTESRmT A 22,886 15,778
Borrowings (EEN 23 3,025,075 2,603,357
Dividends payable FERAR B 604,894 144
Total current liabilities REBAESE 12,619,057 11,623,613
Total liabilities mEfE 13,651,623 11,927,032
Total equity and liabilities ERRAESE 32,407,117 29,608,580

The notes on pages 82 to 136 form an integral part of this 5 82 % 136 B #) iff 5% & 7N f5 8R & 4 th HA 81 7%
condensed consolidated interim financial information. BRI RS 2R 1 o
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Interim Condensed Consolidated Statement of Comprehensive Income

RS RS RER

(Al amounts in RMB thousands unless otherwise stated)

(BRBHERIN - A UARBET T REL)

Unaudited
REICEZ

Six months ended 30 June
Note HZ6H30H LLAEAR

Liks3 2019 2018
| | /| | |
Revenue WA 6 21,050,676 21,468,688
Cost of sales SHEKA (18,697,567)  (17,502,604)
Gross profit EF 2,353,109 3,966,084
Distribution costs PAR Tz ] DN (34,437) (38,594)
Administrative expenses TEREHR (297,976) (333,614)
(Provision for)/reversal of impairment & &Eb& ER(E (B ) #E -

on financial assets, net RE (4,017) 123,027
Other expenses Hith & A (16,540) (12,019)
Other income HAap U A 24 118,597 18,499
Other gains — net Hinlzs — /588 24 85,767 227,948
Operating profit REER 24 2,204,503 3,951,331
Finance income BRI 25 29,147 18,056
Finance costs BA S R AR 25 (95,582) (49,597)
Share of results of associates ELhEE AR R—Hae %

and a joint venture EES 8,214 (5,719)
Profit before income tax MRATS B AR 2,146,282 3,914,071
Income tax expense Fri5%i & B 26 (458,684) (896,121)
Profit for the period HA s A 1,687,598 3,017,950
Other comprehensive income: HibmE W :

Item that may be reclassified B ESEEEm Ak HIAA

subsequently to profit or loss
Fair value gains on financial assets BARBETEAHES

at fair value through other ARSI

comprehensive income SRHEENA L BEKE 2,358 937
Total comprehensive income HRAGEWES:T

for the period 1,689,956 3,018,887
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Interim Condensed Consolidated Statement of Comprehensive Income (Continued)

hEIE SRS E R (F)

(Al amounts in RMB thousands unless otherwise stated)

(BABERI - RESBIUAARB T TREL)

Unaudited
RISER
Six months ended 30 June
Note HZ6H30AH1E~AEA

Profit for the period attributable to: HARHEFIEBRN :

— owners of the Company — RNREEmFEE

— non-controlling interests — FEEH
Total comprehensive income mEWRBAEREERN

attributable to:

— owners of the Company — RRARIERFEE

— non-controlling interests — FEPEH R
Earnings per share for profit HAXRARERFEE

attributable to owners of EAaEAN g Rk

the Company for the period

(express in RMB per share) (FRARETT)

— basic — EX

— diluted — Mg

The notes on pages 82 to 136 form an integral part of this
condensed consolidated interim financial information.

B 5T 2019 2018
1,666,210 2,958,934

21,388 59,016

1,687,598 3,017,950
1,668,568 2,959,871

21,388 59,016

1,689,956 3,018,887

27 RMBO0.45 RMBO.81
AR%045t AR¥0817T
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Interim Condensed Consolidated Statement of Changes in Equity
HHAR SRR ER

(Al amounts in RMB thousands unless otherwise stated)

FrEBEPEN MBEEBEIUNARE T TAREBEN)
Unaudited
REER
Attributable to owners of the Company
FAAERREEER
Non-
Share Share Other  Retained controlling Total
Note capital  premium reserves  earnings Total interests equity
FEHIM
i k& RHEE EtRE  BEKE b Bi  ERAH
' ! ' ' ! ! [ [ ]
Balance at 1 January 2019 R2019E1 1 BHEER 380,628 3,532,234 1,473,735 12,020,989 17,407,586 273,962 17,681,548
Comprehensive income GelE
Profit for the period el - - - 1,666,210 1,666,210 21,388 1,687,508
Other comprehensive income Htriz el
Fair value gains on financial assets ~ RAALBEFSEAE
at fair value through other ARG NG
comprehensive income SHEEMAAEEYE 2 - - 2,358 - 2,358 = 2,358
Total comprehensive income SARBEAH - - 2,358 1,666,210 1,668,568 21,388 1,689,956
Transactions with owners REZRAENRS
Changes in ownership interestsin~~ AR L EEMER T
a subsidlary without BERIELRAR
change of control FrEfEER 20 - - (45,172) - (45,172) 30,672 (14,500)
Disposal of a subsidiary HE—AHEAR - - (459) - (459)  (11,585)  (12,044)
Dividend provided BEHRRE = = - (574,170)  (574,170) (15,296)  (589,466)
Total transactions with owners ~ EERBEENTZAH - - (45,631)  (574,170)  (619,801) 3,791 (616,010)
Balance at 30 June 2019 18201946 A 30 A M 380,628 3,532,234 1,430,462 13,113,029 18,456,353 299,141 18,755,494
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Interim Condensed Consolidated Statement of Changes in Equity (Continued)

REIS SRS (F)

(Al amounts in RMB thousands unless otherwise stated)

(BABERI - RESBIUAARB T TREL)

Unaudited
REER
Attributable to owners of the Company

ARARERAEER

Non-
Share Share Other Retained controling Total
Note capital premium reserves eamings Total interests equity
FiEGIE
i3 B REE  EtEE  BElkE FCE) Bn  BaAT
Balance at 1 January 2018 R2018%F1 A1 BHES 364,762 2,820,785 1,744,091 8,982,541 13,912,179 192,589 14,104,768
Comprehensive income FelE
Profit for the period HRE7 - - - 2958934 2958934 59,016 3,017,950
Other comprehensive income Hitira K
Fair value gains on financial assets AR EEFEREEH
at fair value through other STARMEE NG 2
comprehensive income SRBENAABEKSE 20 - - 937 - 937 - 937
Total comprehensive income REkEAH = = 937 2,958,934 2,959,871 59,016 3,018,887
Transactions with owners HERBEENRS
Capital injection by non-controling ~ FEi#IMER T8
interests - - - - - 120,000 120,000
Employees share option scheme EERERETE
— issuance of shares —2070 19,20 15,866 711,449 (314,981) - 412,334 - 412,334
Employees share option scheme BB B2
— lapse of share options — BRI 20 - - (97,828) 97,828 = - =
Changes in ownership interestsin -~ EASEE I EMIER T
a subsidiary without ZERHBLRN
change of control PR 20 - - (62,211) - (62,211) (49902) (112,113
Dividend provided BitieRs - - o e8299) (98299 (24896 (1,007,88)
Total transactions with owners ~ EEZEEENRZAHE 15,866 711,449 (4750200  (885,164)  (632,869) 45202 (587,667
Balance at 30 June 2018 1420186 A 30 ML ER 380,628 3,532,234 1,270,008 11,056,311 16,239,181 296,807 16,535,988

The notes on pages 82 to 136 form an integral part of this 5 82 % 136 B K ff 5 /& 7N 5 BF & 4f o HA 81 1%
condensed consolidated interim financial information. AR ERIG -
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Interim Condensed Consolidated Statement of Cash Flows

FHIEHSHRSRER

(Al amounts in RMB thousands unless otherwise stated)

(BRBHERIN - A UARBET T REL)

Unaudited
RICERX
Six months ended 30 June
Note BZE6H30HE~AEA

BT 2019 2018
| /| | | |

Cash flows from operating activities RXEKE THNRERE

Cash generated from operations EXEKENES 838,970 3,009,017

Interest received B & 26,650 17,440

Interest paid BRFE (87,596) (44,802)

Income tax paid BEETEH (1,089,225) (1,075,302)
Net cash (used in)/generated from KEES) (FTiE) EANRE

operating activities L] (311,201) 1,906,353
Cash flows from investing activities REREFZHNHEEFRE

Purchase of property, plant and BEWE  BWENKE

equipment (198,885) (77,749)
Purchase of intangible assets BEEREE (897,937) -
Proceeds from sales of property, HEYE - BE&ZERN

==

plant and equipment Fr1S 508 3,675 -
Purchase of financial assets at BERANEEFEAE

fair value through other FEt AHMERE W E 2

comprehensive income EREE (36,055) (19,226)
Proceeds from disposal of financial HERARBEFZAR

assets at fair value through B AHMIRE W2

80
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other comprehensive income TRLE ERFTSRIE 96,000 =
(Increase)/decrease in deposits of BETESRIARS

procurement of derivative financial (=), wmd

instruments (95,973) 68,261
Net inflows/(outflows) in financial BEAnBEFEEEEZS)

assets at fair value through FFABGERZEMEE

profit or loss RN i) F58 1,755,948 (1,848,380)
Loans granted to related parties T R B = (14,238)
Loan receivables granted to BRFE=ZHERER

third parties (324,000) -
Repayment of loans granted to BERTHEER

related parties 63,482 19,751
Interest income from loan receivables KB EWE BT S A 4,411 -
Net outflows of structured R RIT I 500 R

bank deposits (152,100) -
Disposal of a subsidiary, net of & — R B AR (Hkk

cash received BUCR S F5E) 8,111 (54,322)
Other investing cash flow — net B ERemE — F5 (56,176) 3,151

Net cash generated from/(used in) B REEL (FTFE)HY

investing activities REFHE 170,501 (1,922,752)




Interim Condensed Consolidated Statement of Cash Flows (Continued)

Cash flows from financing activities
Proceeds from borrowings
Repayment of borrowings
Loans granted from a related party
Employee share option scheme
— issuance of shares

Capital injection by non-controlling
interests

Cash paid for sales and leaseback
transaction

Dividends paid to company’s
shareholders

Decrease/(increase) in restricted
bank balances pledged as
security for bank borrowings

Acquisition of non-controlling interests
of a subsidiary

Net cash generated from/(used in)
financing activities
Net increase/(decrease) in cash
and cash equivalents
Effect of foreign exchange rate changes
Cash and cash equivalents,
beginning of period

Cash and cash equivalents,

FHIEASHESRER (F)

(Al amounts in RMB thousands unless otherwise stated)

FrEEHEPEI - FTESBEHUARBTLAEMN)
Unaudited
REBEEX
Six months ended 30 June
Note BZ6 H30H1ENEA
B aE 2019 2018
| | /| | |
REMETHNRESRE
BERFTSRIA 23 6,136,675 2,665,962
EEER 23 (5,127,777) (3,118,938)
E—R2EB R THER 15,546 =
& B PR RT3
— 1T D - 412,334
JEIEHI MR T A
= 120,000
EROERZENES
- (540)
FENPNGIE TS
- (982,986)
TERIRITIERERD
IR SZIR HI SR T 45
B (3Ehn) 1,112 (47,409)
—E B AR
FEPE ) M i 2 O W (14,500) (112,113)
mMEESELE, ()
B30 4 H 5 1,011,056 (1,063,690)
BERREEEY
#in, Gl ) B8 870,356 (1,080,089
G [ SR BB ) R 1,607 5,689
HRE MR EEY
2,845,229 2,766,396
HARRE KB EEY
3,717,192 1,691,996

end of period

The notes on pages 82 to 136 form an integral part of this
condensed consolidated interim financial information.
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Notes to the Condensed Consolidated Interim Financial Information

RS Gt B A B R M et

(Al amounts in RMB thousands unless otherwise stated)

(BRBERIN - AR UARBE T TREL)

82

General Information

China Oriental Group Company Limited (the “Company”)
was incorporated in Bermuda on 3 November 2003 as an
exempted company with limited liability under the
Companies Act 1981 of Bermuda as a result of a group
reorganisation. The address of the Company’s registered
office is Clarendon House, 2 Church Street, Hamilton HM
11, Bermuda.

The Company’s shares have been listed on The Stock
Exchange of Hong Kong Limited since 2 March 2004.

The Company together with its subsidiaries are hereinafter
collectively referred to as the Group. The Group is principally
engaged in the manufacture and sale of iron and steel
products, trading of steel products and iron ore and real
estate business. The Group has manufacturing plants in
Hebei Province and Guangdong Province of the People’s
Republic of China (the “PRC”) and sells mainly to customers
located in the PRC. The Group also carries out property
development business which is mainly in the PRC.

This condensed consolidated interim financial information
was presented in RMB thousand, unless otherwise stated.
This condensed consolidated interim financial information
was approved for issue by the Board of Directors (the
“Board”) on 29 August 2019.

Basis of Preparation

This condensed consolidated interim financial information
for the six months ended 30 June 2019 has been prepared
in accordance with Hong Kong Accounting Standards
(“‘HKAS”) 34 “Interim financial reporting”. The condensed
consolidated interim financial information should be read in
conjunction with the annual financial statements for the year
ended 31 December 2018, which have been prepared in
accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”) except for the adoption of new and amended
standards as disclosed in note 3.
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Notes to the Condensed Consolidated Interim Financial Information (Continued)

A G B B E R M (&)

(Allamounts in RMB thousands unless otherwise stated)

3 Significant Accounting Policies

Except as described below, the accounting policies applied
are consistent with those of the annual financial statements
for the year ended 31 December 2018, as described in
those annual financial statements.

(@) New and amended standards adopted by
the Group

A number of new or amended standards became
applicable for the current reporting period and the
Group had to change its accounting policies
accordingly. None of which has significant financial
impact to the Group except for HKFRS 16:

HKFRS 16 “Leases”

o HK (IFRIC) 23 “Uncertainty over income tax
treatments”

° HKFRS 9 (Amendments) “Prepayment features
with negative compensation”

° HKAS 28 (Amendments) “Long-term interests in
associates and joint ventures”

o HKAS 19 (Amendments) “Plan amendment,
curtailment or settlement”

The Group leases various lands in the Mainland China.
Rental contracts are typically made for fixed periods
but may have extension options as described below.
Lease terms are negotiated on an individual basis and
contain a wide range of different terms and conditions.
The lease agreements do not impose any covenants,
but leased assets may not be used as security for
borrowing purposes.

3
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A SREAARE T TREM)

Significant Accounting Policies (continued)

(a)

China Oriental Group Company Limited e 7 B 5 5 &= B2 A TR A A

New and amended standards adopted by
the Group (continued)

Until the 2018 financial year, payments made under
operating leases were charged to profit or loss on a
straight-line basis over the period of the lease.

From 1 January 2019, leases are recognised as a
right-of-use asset and a corresponding liability at the
date at which the leased asset is available for use by
the Group. Each lease payment is allocated between
the liability and finance cost. The finance cost is
charged to profit or loss over the lease period so as to
produce a constant periodic rate of interest on the
remaining balance of the liability for each period. The
right-of-use asset is depreciated over the shorter of
the asset’s useful life and the lease term on a straight-
line basis.

Assets and liabilities arising from a lease are initially
measured on a present value basis. Lease liabilities
include the net present value of fixed payments
(including in-substance fixed payments).

The lease payments are discounted using incremental
borrowing rate of the Group which the Group would
have to pay to borrow the funds necessary to obtain
an asset of similar value in a similar economic
environment with similar terms and conditions.

Right-of-use assets are measured at cost comprising
the following:

° the amount of the initial measurement of lease
liability; and

° any lease payments made at or before the
commencement date.
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Notes to the Condensed Consolidated Interim Financial Information (Continued)
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(Allamounts in RMB thousands unless otherwise stated)
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3 ESFHBEM®)

3 Significant Accounting Policies (continued)

(a)

New and amended standards adopted by
the Group (continued)

Payments associated with short-term leases and
leases of low-value assets are recognised on a
straight-line basis as an expense in profit or loss.
Short-term leases are leases with a lease term of 12
months or less. The Group has not leased any low-
value assets during the six months ended 30 June
2019.

Extension options are included in the land leases
across the Group. These terms are used to maximise
operational flexibility in terms of managing contracts.
The majority of extension options held are exercisable
only by the Group and not by the respective lessor.
None of the extension option was exercised during
the six months ended 30 June 2019.

In determining the lease term, management considers
all facts and circumstances that create an economic
incentive to exercise an extension option. Extension
options are only included in the lease term if the lease
is reasonably certain to be extended.

The Group has adopted HKFRS 16 “Leases” from 1
January 2019, but has not restated comparatives for
the 2018 reporting period, as permitted under the
simplified transition approach in the standard. The
reclassifications and the adjustments arising from the
new leasing standards are therefore recognised in the
opening balance sheet on 1 January 2019.

(a)
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Significant Accounting Policies (continued)

(a)

New and amended standards adopted by (a)

the Group (continued)

On adoption of HKFRS 16, the Group recognised
lease liabilities in relation to leases which had
previously been classified as ‘operating leases’ under
the principles of HKAS 17 “Leases”. These liabilities
were measured at the present value of the remaining
lease payments, discounted using the lessee’s
incremental borrowing rate as of 1 January 2019 in
each territory or region where the lease assets are
located. The weighted average discount rate applied
to the lease liabilities on 1 January 2019 was 4.82%.

Operating lease commitments disclosed
as at 31 December 2018

Less: short-term leases recognised on
a straight-line basis as expense

Discounted using the lessee’s incremental
borrowing rate at the date of initial
application, lease liabilities recognised
as at 1 January 2019

Of which are:
Current lease liabilities
Non-current lease liabilities

The right-of-use assets were measured at the amount
equal to the lease liabilities, adjusted by the amount of
any prepaid rental expenses relating to that lease
recognised in the balance sheet as at 1 January 2019.
There were no onerous lease contracts that would
have required an adjustment to the right-of-use assets

at the date of initial application.
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3 Significant Accounting Policies (continued) 3 FESHEE®E)

(a)

New and amended standards adopted by (a)
the Group (continued)

The recognised right-of-use assets relate to the
following type of assets:

REBESRANFT R EEE
R (&)
EERNEAEEERL TERE
ERH:

30 June 1 January
2019 2019
2019 20194

6 A30H 1H1H
Unaudited Unaudited

REER RIEEZ

Leasehold land and land use rights FHE L3 & 1 Hb {55 FA 4

The change in accounting policy affected the following
items in the balance sheet on 1 January 2019:

Right-of-use assets — increase by approximately
RMB85,324,000

Lease liabilities (current portion) — increase by
approximately RMB3,622,000

Lease liabilities (non-current portion) — increase by
approximately RMB81,702,000

There was no impact on retained earnings on 1
January 2019.

82,681 85,324

20191 18 - B BRED
FETHEEABRNWER :

ERBEEE — BENOARE
85,324,000 7T

HEaGEREH) — EMNHA
R # 3,622,000 7T

HEAEBECGERBE D) — BN
AR#81,702,0007T
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FrEBEAN  IBEBEIUNARE T TAREBEN)
3 Significant Accounting Policies (continued) 3 FESHEEX#®)
(@) New and amended standards adopted by (@) FTEBEEHEMANFITREBSE
the Group (continued) R (%)
() Impact on segment disclosures and profit () HoIBEEBEERR RN
&

Segment profit for the six months ended 30 B Z2019F 6 A30H L/~ A

June 2019 decreased while segments assets R #8957 &m FR 2 i 2019

and segment liabilities as at 30 June 2019 FOHNHMDHEERD

increased as a result of the change in EBEEY RS TR EE M

accounting policy. The following segments were ﬁﬁﬁi* e AT 7 & B

affected by the change in policy: EEIH R 2

Segment Segment Segment
profit assets liabilities
2 EBE PHEE PEEE
1 ) A
Iron and steel ] 524 (606) 82,883 83,489
(i) Practical expedients applied (i) BEANATERESZE

In applying HKFRS 16 for the first time, the REIRRNE BT R EE

Group has used the following practical BIZE165%E - AEBEFE A

expedients permitted by the standard: AT % ZERI BT /L B RO A] 1T 48

HEE

e the use of a single discount rate to a o  HAFSEMBLUSEN
portfolio of leases with reasonably similar HERESFEHAE TR
characteristics; =

e reliance on previous assessments on e ([KHEELAIBENEHERS
whether leases are onerous; B8R

e the accounting for operating leases with a o  ¥M2019F1A18 F
remaining lease term of less than 12 SEHIR @A
months as at 1 January 2019 as short- KEHENSHEER
term leases; %E,Hﬁfﬂ& ;

e the exclusion of initial direct costs for the e  TEEXFER B BRI
measurement of the right-of-use asset at TR EE XA 26
the date of initial application; and BEE: Rk

e the use of hindsight in determining the e EEHNBELERMEAOHN
lease term where the contract contains BER - UEEONE
options to extend the lease. REEEHE o
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3 Significant Accounting Policies (continued)

(@) New and amended standards adopted by
the Group (continued)

(i) Practical expedients applied (continued)

The Group has also elected not to reassess
whether a contract is, or contains a lease at the
date of initial application. Instead, for contracts
entered into before the transition date, the
Group relied on its assessment made applying
HKAS 17 and HKFRIC 4 determining whether
an arrangement contains a lease.

(b) New standards and interpretations not yet
adopted

A number of new standards and amendments to
standards and interpretations that are relevant to the
Group but not yet effective for the financial year
beginning at 1 January 2019 and have not been early
adopted by the Group are as follows:

(B=HEBIN -

AESREAARE T TREM)

3 ESFHBEM®)

AEBERMWHT REER]
R (&)

(a)

(b)

(ii)

CRERBNT{TERER A (&)

AEETDEENEH TG
BHEBERARRABHRTE
REBZHE - Ak HR
EBEBHZATLINE
#o AEEERBEEREE
S EEITRNEBMG
BERBEZEEREF4AR
EEcHEERRBEERED
YR ©

1) R BR AR O HT X R % 5208

VAT 2 R &= E AR BB 70 2019 4F 1
A1 B EBE B EREE # AR ER KA
E B AR IR AT ER AT ZE B J 2
BIFER] e tE -

Effective for annual
periods beginning

on or after
RT5HE
ZEENFERBEER

Amendments to HKFRS 10
and HKAS 28

BBV ERELERE 1057 &
BB GTERIE 285 (1£7])

Amendments to HKAS 1 and
HKAS 8

BRI ENEIRR
BB GETERE 85 (55])

Amendments to HKFRS 3

BRUBHRELERNE 35 (EFT)

Revised Conceptual Framework

RAEFTHSIER

HKFRS 17
BAMBHEEUNE7HR

Sale or contribution of assets between an
investor and its associate or joint venture
KEEBEERBE N ARG ERE

ZEREEIEAELE
Definition of material

EDNEd-ghat:

Definition of a business

EIFHIEE

Revised conceptual framework
for financial reporting
RIERT 2 T HRE R SAESR

Insurance contracts

R A #)

To be determined

BRETE

1 January 2020

20201 A1H

1 January 2020
2020F1 A1 H

1 January 2020
202041 A1 H

1 January 2021
2021F1 A1 H
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Significant Accounting Policies (continued)

(b) New standards and interpretations not yet
adopted (continued)

The Group is assessing the full impact of the new
standards, new interpretations and amendments to
standards and interpretations.

Estimates

The preparation of condensed consolidated interim financial
information requires management to make judgments,
estimates and assumptions that affect the application of
accounting policies and the reported amounts of assets and
liabilities, income and expense. Actual results may differ
from these estimates.

Other than those impacts by adopting HKFRS 16, in
preparing these condensed consolidated interim financial
statements, the significant judgements made by
management in applying the Group’s accounting policies
and the key sources of estimation uncertainty were the
same as those that applied to the consolidated financial
statements for the year ended 31 December 2018.

Financial Risk Management
5.1 Financial risk factors

The Group’s activities expose it to a variety of financial
risks: market risk (including currency risk, fair value
interest rate risk, cash flow interest rate risk and price
risk), credit risk and liquidity risk.

The condensed consolidated interim financial
information does not include all financial risk
management information and disclosures required in
the annual financial statements, and should be read in
conjunction with the Group’s annual financial
statements as at 31 December 2018.

There have been no material changes in the risk
management department in any risk management
policies since the year end.

China Oriental Group Company Limited e 7 B 5 5 &= B2 A TR A A
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(Allamounts in RMB thousands unless otherwise stated)
(BREEEPIN FESHEIUARE T TRENL)

5 Financial Risk Management (continued) 5 B¥RREEE)
5.2 Liquidity risk 52 RBESEAR
The table below analyses the Group’s financial TRIZEE RS L5H B B FE &R
liabilities into relevant maturity groupings based on the HARR 2 RRMAREEARE D R S A EE &
remaining period at the balance sheet date to the RMBEETON RAEENESE
contractual maturity date. The amounts disclosed in RATHARBIRBERE -

the table are the contractual undiscounted cash flows.

Less than Between Between Over
1year 1and2years 2and 5 years 5 years Total
At 30 June 2019 1201956 A30 A 15/ 1228 2F5% 5L Gl
1 I R D Y
Borrowings EE 3,025,075 576,983 174,369 - 3,776,427
Interests payable on borrowings & HERF & 74,121 21,280 5,907 - 101,308
Trade payables ENESHRN 4,641,610 = = - 4,641,610
Other payables iR 1,140,087 - - - 1,140,087
Amounts due to related parties  JE{ k5 2B 55,827 - - - 55,827
Lease liabilities HEaE 3,709 3,887 12,661 67,101 87,358
Derivative financial instruments 474 &8 TE 22,886 - - - 22,886
8,963,315 602,150 192,937 67,101 9,825,503
Less than Between Between QOver
1year 1and2years 2andb years 5 years Total
At 31 December 2018 12018512 4317 15/ 15225 2E5F 5ELE fit
| | ___________! ! [ _________| |
Borrowings fE R 2,603,357 162,000 = - 2765357
Interests payable on borrowings & FERF & 68,425 6,434 - - 74,859
Trade payables ERE S5 4,157 453 - - - 4157453
Other payables HifER R 821,509 = = = 821,509
Amounts due to related parties  FE{ B 5 30R 59,118 - - - 59,118
Derivative financial instruments ~ $T4 42 & T A 15,778 - - - 15,778
7,725,640 168,434 = = 7,894,074
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Financial Risk Management (continued)
5.3 Fair value estimation

The table below analyses financial instruments carried
at fair value, by valuation method. The different levels
have been defined as follows:

o Quoted prices (unadjusted) in active markets for
identical assets or liabilities (level 1).

o Inputs other than quoted prices included within
level 1 that are observable for the asset or
liability, either directly (that is, as prices) or
indirectly (that is, derived from prices) (level 2).

o Inputs for the asset or liability that are not based

on observable market data (that is,
unobservable inputs) (level 3).

China Oriental Group Company Limited e 7 B 5 5 &= B2 A TR A A
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Financial Risk Management (continued)

Notes to the Condensed Consolidated Interim Financial Information (Continued)
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(Allamounts in RMB thousands unless otherwise stated)

(BABERIN - RESBIUARB T TREL)

5.3 Fair value estimation (continued)

The following table presents the Group’s financial
assets and liabilities that are measured at fair value as

at the balance sheet dates:

5

MR EE (#)

5.3

D ABEEMS (E)

TREIAEENEERRAAE
EfEZeREERALRE

Level 2
ot

Level 1

5%

Level 3
E=R

AL
(=)

At 30 June 2019

Assets

Financial assets at fair value
through profit or loss
(Note 16)
— Money market funds

— Financial investment products

— Bond market funds

— Investment funds

— Listed equity interests

— Listed bond investments

— National debt reverse repurchase

1201956 B30 A
BE
BAREBEFEEEES
FABRRIEREE
(fizE 16)
—EEmEES
— SRR EER
—BEHEMEES
—-REES
— EiikeE
—ETEFRE
—BlE¥ O

Financial assets at fair value through  1#A 7 EfEs 8 B HE A

other comprehensive income
(Note 10)

— Debt securities

— Equity investments

Structured bank deposits (Note 18)

Notes receivable — bank
acceptance notes (Note 17)

Derivative financial instruments
— Trading derivatives

Liabilities

Financial liabilities at fair value
through profit or loss
— National debt repurchase

Derivative financial instruments
— Trading derivatives

HirA sz e MEE
(ffzE10)

—EEER

—RIEEE
BB RITER (EE18)
e E R — SRR A ES

(PizE17)
fTESMTA
-BEMETA
&
BAREEELEEE
FAERRZEREE
—BIELDE
fTESRIA
-BEMETA

2,394,058 - - 2,394,058
- - 1,030,648 1,030,648

31,866 - 205,094 236,960
90,075 - 586,686 676,761
317,330 - - 317,330
752,503 = = 752,503
2,500 - - 2,500
104,789 - - 104,789

- - 325,000 325,000

- 1,100,000 - 1,100,000

- - 1,529,761 1,529,761

1,088 88 - 1,176
3,694,209 1,100,088 3,677,189 8,471,486
165,962 - - 165,962
22,631 255 - 22,886
188,593 255 - 188,848
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5 Financial Risk Management (continued)

5.3 Fair value estimation (continued)

94

The following table presents the Group’s financial
assets and liabilities that are measured at fair value as
at the balance sheet dates: (continued)

5

MRREBERE®)
5.3 DABEME )

TREINANEEREEBRARE
EBEfEZeMEERAE : (B)

Total

o

Level 3
F=H

Level 2
FZH

Level 1
EF—H

At 31 December 2018 R2018F12HA31H

Assets gE
Financial assets at fair value BARBEGFEEELZT
through profit or loss FAERREREE
(Note 16) (fizE16)
— Money market funds —BEmisES
— Financial investment products — SR EER
— Bond market funds —EEMEES
— Investment funds —-REES
— Equity investments —IRERE
— Listed equity interests — EfkE

Financial assets at fair value through
other comprehensive income

(Note 10) (FEE10)
— Debt securities — TS
— Equity investments —PRAEIRE

EEMRTEHR(ME18)
FURE - RITELER

Structured bank deposits (Note 18)
Notes receivable — bank

acceptance notes (Note 17) (BizE17)
Derivative financial instruments TEERIA

— Trading derivatives -BEMMETA
Liabilities =L
Derivative financial instruments TEEBIA

~ Trading derivatives —BETATA

During the six months ended 30 June 2019, the
Group transferred certain equity investments of
financial assets at fair value through profit or loss from
level 3 into listed equity interests of level 1 as
counterparties for the investments made initial public
offering on the Main Board of The Stock Exchange of
Hong Kong Limited and became listed. This results
that there are quoted market prices in an active
market to reflect the fair value of the investments.

China Oriental Group Company Limited e 7 B 5 5 &= B2 A TR A A

B BESEARETHA
HiE ARGy SREE

4,863,936 = - 4,863,936
= - 1,211,991 1,211,991

30,725 = 199,826 230,551

= = 208,028 208,028

- = 243,120 243,120

52,737 = = 52,737
66,376 = = 66,376

= = 421,000 421,000

- 1,000,000 - 1,000,000

= - 1,364,128 1,364,128

2,157 = = 2,157
5,015,931 1,000,000 3,648,093 9,664,024
707 15,071 = 15,778

B Z£2019% 6 A30H IE/<1E A -
AEESRAEEFTELEES
FPARRRZERMEE S TIE
REHFE=ABBEZ QLMK
- ARRENHTFIRNESHA
RHHBRABERETERARH
BHERD LM - tHEHHIREET
SHBMENRRIRE 2 RAE
Mo



Notes to the Condensed Consolidated Interim Financial Information (Continued)

A G B B E R M (&)

(Allamounts in RMB thousands unless otherwise stated)

(BABERIN - RESBIUARB T TREL)

The Group’s trading fund investments, classified
as level 1 financial assets, are the money market
funds acquired from certain financial institution
whereby the Group is expecting to earn short-
term gains from the funds. The fair values of the
trading funds are determined based on the
quoted market prices at the balance sheet date.

The Group’s bond market fund investments,
classified as level 1 financial assets, mainly
invest in debentures with fixed and floating
interest rates whereby the Group is expecting to
sell these assets. The fair values are determined
based on the quoted market prices at the
balance sheet date.

The Group’s listed equity interests, classified as
level 1 financial assets, are shares of companies
listed on the Shanghai Stock Exchange, the
Shenzhen Stock Exchange and The Stock
Exchange of Hong Kong Limited. The fair values
are determined based on the share prices at the
balance sheet date.

The Group’s listed bond investments, classified
as level 1 financial assets, are the corporate
bonds issued on the Main Board of the
Shanghai Stock Exchange and the Shenzhen
Stock Exchange. The fair values are determined
based on the quoted market prices at the
balance sheet date.

5 Financial Risk Management (continued) 5 HBERBREEZ)
5.3 Fair value estimation (continued) 53 QAREEMEE)
5.3.1 Fair value measurements using quoted prices 531 RXRABEFTELAAEE
(Level 1) (B—#)

AEENAIZZESZRE (D
BRF-—REeREE) IAE
TEREEEENEEDS
A% Bt AEEEA
ZEERIE K - AT
RGESHNRAABEIRE
BRMHMEETE -

AEENEFTSESRE
(DBERE-—NEMEE) X
ERENEE RFBH TR
Bz B NEEFE D
ERFTEE - ARBEDNR
EHEBEBMERRE -

AEEN ETEE(DERS
—REMEE) AR LBRES
R FINEHFKX B R
ERBERIMERRAR L
mMZRABZBm - AR EE

° DI
TRER

A AT RAEREE -

AEEN EMEFKE (DR
RE-RETREE) RN LA
EHRRXPABRNEZR B
PIERBITOHREES - A
REENREEARRHE
EE -
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Notes to the Condensed Consolidated Interim Financial Information (Continued)

RS Gt B R E R ()

(Al amounts in RMB thousands unless otherwise stated)

(BRBERIN - AR UARBE T TREL)

5

96

Financial Risk Management (continued)
5.3 Fair value estimation (continued)

5.3.1 Fair value measurements using quoted prices

(Level 1) (continued)

The Group’s national debt reverse repurchase
investments, classified as level 1 financial assets,
are the debt investments secured by pledge of
national debt of counterparties. The fair values
are determined based on the quoted market
prices at the balance sheet date.

The Group’s debt securities investments,
classified as level 1 financial assets, are
investments in debentures with fixed interest
ranging from 3.25% to 7.88% and maturity date
between March 2020 and June 2022. The fair
values are determined based on the quoted
market prices at the balance sheet date.

The Group’s derivative financial instruments,
classified as level 1 financial assets, are the iron
ore and rebar future contracts entered into by
the Group and certain financial institutions. The
fair values are determined based on the prices
on the Singapore Futures Exchange at the
balance sheet date.

China Oriental Group Company Limited e 7 B 5 5 &= B2 A TR A A

5 MEEREE®E)
5.3 DABEME )

531K ABEEDQ RS
(B—&%) (&)

AEENBEEZEEBRE (D
BRE—REREE) RNE
WEFHHBEEEERNE
BRE - RABEDREER
AP mEEE

|

pirc|

AEBMNERERFEE (D
BE—REBMEE) HENT
3.25% £ 7.88% Hy [E & | R
B REHE N F20204F3
RAZE2022F6 AMEHIRE °
AR EBEDEEERT®RT
BETE °

AEENTTESRT AR
RE-—REREE) HAEHE
HETEREBR LOEE
AMBSMBERLN AR
EBENVZEEANINERE
RZFERETE °



Notes to the Condensed Consolidated Interim Financial Information (Continued)

A G B B E R M (&)

(Allamounts in RMB thousands unless otherwise stated)

(BABERIN - RESBIUARB T TREL)

The Group’s national debt repurchase
investments, classified as level 1 financial
liabilities, are the debt liabilities issued via
securities companies with pledge of national
debt of the Group. The fair values are
determined based on the quoted market prices
at the balance sheet date.

The Group’s derivative financial instruments,
classified as level 1 financial liabilities, are the
iron ore and rebar future contracts entered into
by the Group and certain financial institutions.
The fair values are determined based on the
prices on the Shanghai Futures Exchange at the
balance sheet date.

5.8.2 Valuation techniques used to derive fair

values (Level 2)

The Group’s structured bank deposits, classified
as level 2 financial assets, represent financial
instruments placed by the Group to bank in
Mainland China for a term within one year. The
Group entrust the bank to make investment
mainly in financial derivatives related to USD 3
month LIBOR. Principals are guaranteed with
floating returns. The products cannot be traded
until the maturity date but could be early
terminated by the issuing bank. The fair values
are determined based on LIBOR (Note 18).

5 Financial Risk Management (continued) 5 HBERBREEZ)
5.3 Fair value estimation (continued) 53 QAREEMEE)
5.3.1 Fair value measurements using quoted prices 531 RXRABEFTELAAEE
(Level 1) (continued) (%) (&)

AEENBREBEQBRE (DR
RE-—RSBAE) BAER
AEENBEREBES AR
BTWEBRE - ANEE
TREEBFBMERRE

AEENTESRTA(DER
RE-—RERAE) RAKE
HETEREBR LEE
ARBHMBERD AR
BEDEREER EEBHER
ST EREE

532 ARGtEAAEBEZEER
5 (E=H)
AEBMEBERTER (D
HERAF_DRERMEE) RLE
& £ P B K [ SR 17 BT 17 IR 9
—FHURZE/MI A - K
ESEZARTREBE=[@A
ELRBBITRERBGE
WATES R T AERRE -
R OB EEIR © 32
EEREZIHANTAE
EOBETROATREER
IE e RABETDERBBIR
77 [F ZE 97 168 A R & 7 (M &
18) °
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Notes to the Condensed Consolidated Interim Financial Information (Continued)

RS Gt B R E R ()

(Al amounts in RMB thousands unless otherwise stated)

(B=BEBI -

5

98

A SREAARE T TREM)

Financial Risk Management (continued)
5.3 Fair value estimation (continued)

5.8.2 Valuation techniques used to derive fair

values (Level 2) (continued)

The Group’s derivative financial instruments,
classified as level 2 financial assets, are the
foreign currency and interest rate swap
contracts entered into by the Group and certain
financial institutions, comprising an exchange of
principal amounts dominated in USD of 28.5
million for principal amounts dominated in RMB
of 196.2 million and an exchange of interest
rates of borrowings dominated in USD and
RMB. The fair values are determined based on
the differences of above.

The Group’s derivative financial instruments,
classified as level 2 financial liabilities, are the
foreign currency forward contracts entered into
by the Group and certain financial institutions.
The fair values are determined using forward
exchange rates at the balance sheet date, with
the resulting value discounted back to present
value. The foreign currency forward contracts as
at 830 June 2019 comprised contracts with
notional principal amounts totalling USD202.3
million (equivalent to approximately RMB1,390.6
million).
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5 MEEREE®E)
5.3 DABEME )

532 ARNGHEQAABEZMEER
(=R (%)

AEENTESBMTE (D
RE_MCRMEE) RAEE
BE T SRR 2 INE
LA EEHE 4 BIEAE
TR BH AR E 2,850 &£ T H
BAAREHBENEAEAR
#1.962 B TT A RIAZETT KA
REFEMNERFREHRE
e RABAETIER LMK
ERETE -

ANEENTESRTE (S
RE_LReHAE) AAEE
BE TS REBET L 2 INE
REAY - RABETNIER
HEAZREXRET  E
AEEITREIRE - 1R2019
F6H30H © INERIIA LY
BIERAEARTBRE2.023 8%
T (HEEZER L AR K13.906
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Notes to the Condensed Consolidated Interim Financial Information (Continued)

A G B B E R M (&)

(Allamounts in RMB thousands unless otherwise stated)

FREBEEPEIN  IBESBEIUNARETTAENM)
5 Financial Risk Management (continued) 5 BKEREBERE®
5.3 Fair value estimation (continued) 53 QAREEMEE)
5.3.3 Fair value measurements using significant 533 FAEARTAIH RN AHE

unobservable inputs (Level 3)

The Group’s financial investment products,
classified as level 3 financial assets are issued
by banks and trusts. Buyers of these products
entrust the banks and trusts to make
investment. The products issued by banks
mainly invest in money market and bond market.
The ones issued by trusts mainly invest in bond
and income right market. Principals and returns
of such products are not guaranteed. These
products cannot be traded but could be early
terminated by the issuing parties. The fair values
are determined using discounted cash flow
model, the main inputs are the expected vyield
rates which are an unobservable data.

The Group’s bond market fund investments,
classified as level 3 financial assets, mainly
invest in debentures. The fair values are
determined using discounted cash flow model,
the main inputs are the expected yield rates
which are an unobservable data.

ZRREBEFE(E=ZR

AEENEBREER (DR
REBEHEE) ZARTT
REFERIT - ZEEMZE
FTEBRITREFETE
B RITEBTZEMEER
EEMEREFTHETER
- GRETZERIERN
BHERREETHETR
B RFEMNATKER
PRER - ZRFEMTAIR
5 BRIRBTHREER
ke ARBEDERFTER
ERERAEE TE&HA
BB REHERE (TAIBRE
BgE) -

AEEWNEFHEESRE
(DERE=RETWMEE) X
ERENESR - AABED
ERAERARERERAE
o E2EABEAESE
BER(TABREE)
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Notes to the Condensed Consolidated Interim Financial Information (Continued)

RS Gt B R E R ()

(Al amounts in RMB thousands unless otherwise stated)

Bt 75 LB
5.3
5.3.3

inputs  Range of inputs

BAgEEE

EE (%)

D AEEMS (B

EREXATABRERARE
ZAREBEFEEZR)(F)
RARAEENEBRANEET
TEEBARBE (F=R)2
EBEH

Relationship of unobservable
inputs to fair value

AURER AU BRAABENBE

(FRZEHERIN IESFEHUARETTAEN)
5 Financial Risk Management (continued) 5
5.3 Fair value estimation (continued)

5.3.3 Fair value measurements using significant
unobservable inputs (Level 3) (continued)
Quantitative information about fair value
measurements using significant
unobservable inputs (Level 3)

Fair value at Valuation  Unobservable

Description 30 June 2019 technique

120195

6530A FEE
g ZAREE fhERT BARE
Financial investment 1,030,648 Discounted Expected
products cash flow yield rate
CRREAER EFRRenE  RUDRE
Bond market funds 205,094 Discounted Expected
cash flow yield rate
EHmEES FRReNE  BEOEE
Notes receivable 1,529,761 Discounted Expected
— bank acceptance cash flow discount
notes interest rate
EUZE - R17 FRRENE BERENE

100

EAES

China Oriental Group Company Limited e 7 B 5 5 &= B2 A TR A A

2.8%-1.5%

1.6%-6.6%

3.26%-3.65%

A change in the yield rate by 100 basis
points would increase/decrease the
far value by approximately
RMB9,801,694

PHEEH 10 ELERKTOAR
B/ THOARE,801,694
T

A change in the yield rate by 100 basis
points would increase/decrease the
fair value by approximately
RMB1,970,164

RHEEH 10 ERELRTDAE
B LA/ THHARE 1,970,164
T

A change in the discount interest rate
by 100 basis points would
increase/decrease the fair value by
approximately RMB14,787,445

BRI 100EEEL KON
BELA/ THROARE
14,787,4457TC



Notes to the Condensed Consolidated Interim Financial Information (Continued)

A G B B E R M (&)

5 Financial Risk Management (continued)

5.3 Fair value estimation (continued)

5.3.3 Fair value measurements using significant

unobservable inputs (Level 3) (continued)

The Group’s other financial assets, including
investment funds and equity investments are
mainly related to debt and equity assets. These
investments do not have any quoted market
price in an active market. The fair values are
determined using valuation technique, including
discounted cash flow model and comparable
market value. The main unobservable inputs are
the risk-adjusted discount rate, earnings growth
factor, price-earnings ratio, price-book ratio,
volatility, lack of marketability discount and etc..

6 Revenue

The Group is principally engaged in the manufacture and
sale of iron and steel products, trading of steel products
and iron ore and real estate business. Sales recognised for
the six months ended 30 June 2019 and 2018 were as

follows:

(Allamounts in RMB thousands unless otherwise stated)

(BABERIN - RESBIUARB T TREL)

5 MEEREE®E)
5.3 QABEME )

533 AERTABRERARE
ZARBEFE(EZR)(E)

AEENEMCEREE (B
RERGRRERE) T EHE
EEMEEEEERR - %
SERERNABEM S I ETM
MIZRE - RAEBELES
fHEXM(BEMRARERE
BAERALEME)EE -+
ENABREEAR R AR
BHMRAEX . BFIEREA
-~ RETISRE ST RS -

6 WA

AEEETZRNEZERHEMEE®D
MEERRBEBROEIUREHESR
%o B £2019F K2018F 6 A30R Ik
NEACHERNHEEEWT

Six months ended 30 June

BZ6HA30HL<EA
2019 2018
Unaudited Unaudited
REEZ RECEZ
| [ [ |
Sales SHER
— H-section steel products — HAVHHE G 6,140,899 6,557,260
— Strips and strip products — 5 M T fE E 4,847,080 6,147,231
— Iron ore — EEA 4,295,453 1,098,170
— Rebar — SR 2,287,859 4,464,755
— Sheet piling — HiRIE 1,586,527 910,978
— Cold rolled sheets and galvanised sheets — RELIR R IE IR 612,864 655,936
— Billets — SR 384,800 663,036
— Real estate — EHhE 46,603 82,258
— Others — Hfth 848,591 889,064
21,050,676 21,468,688
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Notes to the Condensed Consolidated Interim Financial Information (Continued)

RS Gt B R E R ()

(Al amounts in RMB thousands unless otherwise stated)

(BRBERIN - AR UARBE T TREL)

7

102

Segment Information

The chief decision-maker has been identified as the
management committee, which comprises all executive
directors and top management. The chief decision-maker
reviews the Group’s internal reporting in order to assess
performance and allocate resources.

Based on these reports, the chief decision-maker considers
the business from a business perspective. From a business
perspective, the chief decision-maker assesses the
performance of the iron and steel and the real estate
segments.

(i) Iron and steel — Manufacture and sale of iron and steel
products, and trading of steel products and iron ore;
and

(i)  Real estate — Development and sale of properties.

The chief decision-maker assesses the performance of the
operating segments based on a measure of revenue and
operating profit. This measurement is consistent with that in
the consolidated financial statements for the year ended 31
December 2018.

China Oriental Group Company Limited e 7 B 5 5 &= B2 A TR A A

BEARACEEIREEMERTE
EREREEENEERES - ARA
RABRBAANKE AR RS UEFEE
BRARDEER

REZEF®RE  ARARARBEAE
ERER - tBWEAE  BRARAR
s &% 5 2 75 B R IR -

() E — RERFEEWEERD W
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iy FHE — AEREEDE -
BERERANRERT 2 WA A8 255 A 5T

HEE D IR - L= HEZ 2018 F
12 831 BIEFEAHYEHRET— -



Notes to the Condensed Consolidated Interim Financial Information (Continued)

A& Gt B R B R A et (&)

(Allamounts in RMB thousands unless otherwise stated)
(BREEEPIN FESHEIUARE T TRENL)

7 Segment Information (continued) 7 DEER#E)
The segment information provided to the chief decision- REARRE » 2BIRE T HERRE AN D
maker for the reportable segments for the period was as ERI 25T -
follows:

Six months ended 30 June 2019
HZ2019%6 A30H LA A

Iron and steel Real estate Total
8 88 EihE #Er
Unaudited
RISEZX

| (/! |/ |
Revenue WA 21,004,073 46,603 21,050,676
Segment results: DERFELE
Operating profit P b 2,201,447 3,056 2,204,503
Finance (costs)/income — net B (AR, A

— FH (69,700) 3,265 (66,435)
Share of results of associates FE(REE =R A R —fE

and a joint venture BEDEREE 8,214 = 8,214

Profit before income tax K BT S55 A& 2,146,282
Income tax expense FEtiE A (458,684)
Profit for the period B R 1,687,598
Other profit or loss items HtEHEE
Depreciation and amortisation e N 600,622 684 601,306
Capital expenditure EXREX 1,971,836 42 1,971,878
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Notes to the Condensed Consolidated Interim Financial Information (Continued)

RS Gt B R E R ()

(Al amounts in RMB thousands unless otherwise stated)

(BRBERIN - AR UARBE T TREL)

7

104

Segment Information (continued)

Revenue KA

Segment results: DEBHELE :

Operating profit F il

Finance (costs)/income — net B RS (B AS) /WA

— FE

Share of results of associates EREtE AR R —EE
and a joint venture BEIEFEE

Profit before income tax B P15 25 Al A

Income tax expense FriS%i & FA

Profit for the period AR F

Other profit or loss items HihiBz=18H

Depreciation and amortisation e R

Capital expenditure EXREX

Segment assets are those operating assets that are
employed by a segment in its operating activities. Segment
assets are determined after deducting related allowance
that is reported as direct offsets in the balance sheet.
Segment assets consist primarily of leasehold land and land
use rights, property, plant and equipment, right-of-use
assets, investment properties, intangible assets, investment
in associates and a joint venture, properties held for sale,
inventories, trade receivables, prepayments, deposits and
other receivables, loan receivables, amounts due from
related parties, notes receivable, restricted bank balances
and cash and cash equivalents.

Segment liabilities are those operating liabilities that result
from the operating activities of a segment. Segment liabilities
consist primarily of lease liabilities, deferred revenue,
amounts due to related parties, trade payables, contract
liabilities and accruals and other current liabilities.

China Oriental Group Company Limited e 7 B 5 5 &= B2 A TR A A

7

2 EBE R (#)

Six months ended 30 June 2018
#H=201846 A 308 L/~ 8 A

Iron and steel Real estate Total
] 1 [t E @t
Unaudited
REEEZ
| )
21,386,430 82,258 21,468,688
3,927,241 24,090 3,951,331
(33,458) 1,917 (31,541)
(5,719) - (5,719)
3,914,071
(896,121)
3,017,950
481,358 765 482,123
472,741 6 472,747

DEEBEETDMARNELLEHHLE
BE -DHEERHBKEERBERTE
EHEEHERNEREBERETE - D&
ETERFEHET MR LMERE Y
X BELRE EREEE RED
X BREE RBEQRRL—RB&a%
CEZRE  HELEYE & B
WE SRR BNZE R REME
YRR~ FEUCE R - FE WK R B 7 5K0R
EWRE - XRBIBITEH LIRS RIR

TEHEY -

DEBETD MK LB IEHNE
LRE-NHABIEREEERE "
EEWA - BB R BNES
B AMABRBRERAREMRS
afE -



Notes to the Condensed Consolidated Interim Financial Information (Continued)

A G B B E R M (&)

(Allamounts in RMB thousands unless otherwise stated)

(BABERIN - RESBIUARB T TREL)

Segment Information (continued)

The segment assets and liabilities as at 30 June 2019 were

as follows:

Segment assets

Segment assets for
reportable segments

Unallocated:
Deferred income tax assets
Financial assets at fair value
through other comprehensive
income
Financial assets at fair value
through profit or loss

Derivative financial instruments
Structured bank deposits
Prepaid current income tax

Total assets per balance sheet

Segment liabilities

Segment liabilities for
reportable segments

Unallocated:
Current income tax liabilities
Current borrowings
Non-current borrowings
Financial liabilities at fair value
through profit or loss

Derivative financial instruments
Dividends payable
Deferred income tax liabilities

Total liabilities per balance sheet

BEFRBHEE
BAREEFEAR
B AR TS
Wz EMEE
BAREEAERR
2T ABRRL
TREE
THEERTA
REBIERITER
BN EHMER
BEERABRRANBEE

PEEE

WED D IEE

RAW :
EHREHAE
mENE R
FERBNE
BAREBEMEARH

FE A ABRRZ
TRARE
PTESRIA
FERHRR S
EEFEHARE

BERABRRANAARE

7 HER@E

T
Iron and Real
steel estate Elimination
W it E 8
Unaudited
REEX

23,577,456 543,158

R2019% 6 A0 B »EfEE K& EW

Total
et

(85,825) 24,034,789

24,034,789

31

42

5,41

2,19
2

32,40

8,420,256 245,581 (85,825) 8,58

9,392

9,789

0,760
1,176
0,000
1,211

7,117

0,012

8,58

0,012

464,912

3,02
75

5,075
1,352

165,962
22,886
604,894
36,530

13,65
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Notes to the Condensed Consolidated Interim Financial Information (Continued)
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(Al amounts in RMB thousands unless otherwise stated)

(BRBERIN - AR UARBE T TREL)

7

106

Segment Information (continued)

The segment assets and liabilities as at 31 December 2018

were as follows:

Segment assets

Segment assets for
reportable segments

Unallocated:

Deferred income tax assets

Financial assets at fair value
through other comprehensive
income

Derivative financial instruments

Financial assets at fair value
through profit or loss

Structured bank deposits
Prepaid current income tax

Total assets per balance sheet

Segment liabilities

Segment liabilities for
reportable segments

Unallocated:
Current income tax liabilities
Current borrowings
Non-current borrowings
Derivative financial instruments
Dividends payable
Deferred income tax liabilities

Total liabilities per balance sheet

ROE :
EEFREHEE
BAREEFEEH

AL MBGRA
Wz emEE
fTESBMIA
BAREETERH
BETABRERZ
SREE
EREMERTTIE R
B EHEH
BEABRANBEE

AHEE

HwED OO ARG

RAW :
EHREHAaE
MENE X
FERBE R
fTHEEmMIA
FERTR% S,
EREFBRAR

EEABRANGEE

19,263,674

7 DHER@

MN2018F 12 A3 B HEEN A G
R

Iron and Real
steel estate

] 88 FihE
Audited

Total
Fh

Elimination

s

784,124 (r7,179) 19,970,619

19,970,619
270,989

487,376
2,157

6,810,363
2,037,900
29,176

29,608,580

7,775,971 355,296 (77,179) 8,054,088

8,054,088

1,070,382
2,603,357
162,000
15,778
144
21,283

11,927,032
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Notes to the Condensed Consolidated Interim Financial Information (Continued)

8

A G B B E R M (&)

(Allamounts in RMB thousands unless otherwise stated)

(BABERIN - RESBIUARB T TREL)

Capital Expenditure 8 ¥EXEX
Leasehold
Property, land and
plant and land use Investment Intangible
equipment rights properties assets

- HEIHR
BERFE IHERAE RENE BEEE
Unaudited
REER

Si

x months ended 30 June 2019 #,Z 201946 530 H

EARfER
Opening carrying amount R2019F1B1HM
as at 1 January 2019 HREE 7,559,747 181,499 187,184 129,647
Additions (a) NE () 1,073,941 - - 897,937
Disposals RE (26,916) - (30,997) -
Disposal of a subsidiary HE—FEHEAR (216) = = -
Depreciation and amortisation e K iH
(Note 24) (PfffzE24) (585,457) (2,905) (4,444) (5,857)
Closing carrying amount R201956 30 HEY
as at 30 June 2019 HAREREE 8,021,099 178,594 151,743 1,021,727
Six months ended 30 June 2018 # Z20184%6 A 30 H
EAREA
Opening carrying amount R2018F1H1HK
as at 1 January 2018 BOREE 8,160,582 187,311 238,920 94,132
Additions NG 467,204 - 5,469 74
Disposals BE (62,488) - (19,902) -
Depreciation and amortisation WEREH
(Note 24) (PFidE24) (467,442) (2,908) (5,999) (5,777)
Closing carrying amount R201856 30 HEY
as at 30 June 2018 HRIEEE 8,097,856 184,406 218,488 88,429
The additions of intangible assets during the six months @ HREZE2019F6A308 L ~EAARE
ended 30 June 2019 mainly represented the acquired iron HEFEETEHRINERAMEER - )
and steel production capacity for supplementing the Group’s i B AN [E 2R AR o

equipment upsizing.
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Notes to the Condensed Consolidated Interim Financial Information (Continued)

RS Gt B R E R ()

(Al amounts in RMB thousands unless otherwise stated)
(REEEPIN ESEHIUNARE T TRENL)

9

108

Investment in Associates and a Joint

Venture

(a)

Investment in associates, unlisted

9 REZEQATIR—BEE
i1
(a)

BhEZR

REBERTRZRE kLW

Six months
ended

30 June 2019
BZ2019F
6 A30H
WER@EA
Unaudited
REEX

Beginning of the period
Share of results of associates

End of the period

H3
L NCTE S
HIR

The Group’s share of results of associates and

aggregated assets and liabilities are shown below:

103,049
5,889

108,938

AEBREBENTNRZERETE
ERBEIRET

Assets BE
Liabilities BfR
Revenues WA
Share of profit FE(E & T

Percentage held BEEDL

30 June 2019
20196 530 H
Unaudited
RICER
Beijing 2-14 Elise
Wofu Street
Palma Ceia Energy  Unit Trust
SemiDesign XTAL Inc. Co., Ltd. (“Elise
Inc. (“PCS”) (“XTAL”) (“Wofu”) Trust”)
1tHE  2-14Elise
Palma Ceia RERRE  Street Unit
SemiDesign  XTAL Inc. BEMR2AF Trust([Elise
Inc.([PCS])  ([XTALJ) (MXED Trust )
3,204 13,183 94,496 308,931
27,959 10,598 3,388 146,849
3,434 1,621 35,865 18,016
- - 4 5,885
24.32% 32.13% 20% 49%
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Notes to the Condensed Consolidated Interim Financial Information (Continued)

A& Gt B R B R A et (&)

(Allamounts in RMB thousands unless otherwise stated)
(BREEEPIN FESHEIUARE T TRENL)

9 Investment in Associates and a Joint 9 REZEQATIR—BEELEZR
Venture (continued) &#)

(b) Investment in a joint venture, unlisted b) R—BEEELE¥CRE kL
)

Six months
ended

30 June 2019
BZ2019F
6H30H
1E75{E A
Unaudited
RICER

1 Y
Beginning of the period Hi97) 18,809
Share of result of a joint venture Eh—HEEEEE 2,325

End of the period HAR 21,134

The Group’s share of result of a joint venture and AEBEE—HEECEXERS
aggregated assets and liabilities are shown below: FTEERBEINTRET

30 June 2019
20194
6H30H
Unaudited
RISER

Atlas Hurstville
Property

Unit Trust
(“Hurstville
Trust”)

Atlas Hurstville
Property

Unit Trust

([ Hurstville

Trust)
| | |

Assets BE 286,614
Liabilities =l 247,940
Revenues WA 7,493
Share of profit P& I 2,325
Percentage held BEBEAH 50%
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Notes to the Condensed Consolidated Interim Financial Information (Continued)

RS Gt B R E R ()

(Al amounts in RMB thousands unless otherwise stated)
(REEEPIN ESEHIUNARE T TRENL)

10 Financial Assets at Fair Value Through Other 10 R AAEBEEEHEEHAH

Comprehensive Income e lEzemEE
30 June 31 December
2019 2018
2019 F 20184
6 H30H 12H31H
Unaudited Audited
REEEX P
| | [ |
Non-current IS E
Unlisted equity interests FE s 421,000 325,000
Additions VIN=E - 96,000
Less: disposal o s (96,000) =
Net VFRE 325,000 421,000
Listed debt securities FEREES 66,376 92,506
Additions NG 22,525 19,226
Less: current portion B RENER (D - (48,318)
Net gains transfer to equity LSRR F R 2,027 2,962
Net JFEE 90,928 66,376
415,928 487,376
Current TRE
Listed debt securities EEEES = -
Additions INE 13,530 -
Current portion mENEB D = 48,318
Net gains transfer to equity B SRR FRE 331 2,773
Less: disposal B E = (61,091)
Net it 13,861 =
Total &5t 429,789 487,376
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Notes to the Condensed Consolidated Interim Financial Information (Continued)

11

12

A& Gt B R B R A et (&)

(Allamounts in RMB thousands unless otherwise stated)
(BREEEPIN FESHEIUARE T TRENL)

Properties Held for Sale 11 BEHEYE

30 June 31 December

2019 2018
2019 20184
6 H30H 12H31H
Unaudited Audited
| I
Completed properties held for sale BRI IEL ST 132,607 168,790
Inventories 12 &FE

30 June 31 December

2019 2018

2019 FF 20184

6 A30H 12H31H

Unaudited Audited

RISEX KEZ
| [ [ |

Raw materials and materials in-transit R R RIS MR 2,523,399 1,938,802

Work-in-progress RS 856,114 653,016

Finished goods RIEK TR 415,109 547,665
Less: impairment provision OB ERE (31,314) (31,972)

Inventories — net TE — ¥ 3,763,308 3,107,511
As at 30 June 2019, no inventory (31 December 2018: net M2019FE6 B30 H @ #ifE1F & (20184
book value of RMB34 million) was pledged as security for 12 8318 : BEEFEARKS 4008 7T)
the Group’s notes payable (Note 21) and bank borrowings AANEE Y EAEE (1) RIBITE

(Note 23). K (fIsE 23) 1B AR o
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Notes to the Condensed Consolidated Interim Financial Information (Continued)

RS Gt B R E R ()

(Al amounts in RMB thousands unless otherwise stated)

(BRBERIN - AR UARBE T TREL)

13 Trade Receivables

13 BRE SR

Trade receivables
Less: impairment provision
for trade receivables

JEUWE 5 AR

Trade receivables — net

As at 30 June 2019 and 31 December 2018, the carrying
amount of the Group’s trade receivables approximated their
fair values.

The credit policy usually adopted by the Group for the sales
of products to customers is to deliver goods either upon
receipt in cash or upon receipt of bank acceptance notes
with the maturity dates within six months.

As at 30 June 2019 and 31 December 2018, the ageing
analysis of trade receivables based on invoice date were as
follows:

B FEUCE 5 AR
HEE R
FEWE B — FH

30 June 31 December
2019 2018

2019 F 20184

6 A30H 12H31H
Unaudited Audited
939,289 719,790
(60,539) (57,839)
878,750 661,951

R201946 A30H K 2018412 A31H -
AERER RN E 5 R 2 REETUHE
AVREIER

FEERANERFEEFERR  B8%
ARWERR & 3B H B £ <@ A AR
RITEAERRATEINEY -

R2019%F6 A30H K&2018%F 12 A31H -
U E 5 AR IR E A AR BR ik 2 7 10

Within 3 months 3EAR
4-6 months 4Z6{EA
7-12 months 7TE12{8A
Over 1 year 1F AL

As at 30 June 2019, trade receivables amounting to
approximately RMB388 million (31 December 2018:
RMB117 million) were guaranteed by third party customers’
letters of credit.
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T
30 June 31 December
2019 2018
2019 F 2018 4F
6 H30H 12H31H
Unaudited Audited
RIQEX EEZ
758,972 585,975
48,039 50,772
60,475 19,237
71,803 63,806
939,289 719,790

R20195E6 A30H  UE=HEFHRA
MEAFEEERNERE ZEREFBLHOA
R#3.88{8L(2018F 12 A31H : AR
B A7) ©



Notes to the Condensed Consolidated Interim Financial Information (Continued)

A& Gt B R B R A et (&)

(Allamounts in RMB thousands unless otherwise stated)

14 Prepayments, Deposits and Other Receivables

(BrmEEBIN

14 FENRIE RERHEMERIERR

30 June
2019
2019

6 A30H
Unaudited
REEX

AESREAARE T TREM)

31 December

2018
20184

124311

Audited
BN

Non-current
Prepayments for purchase of property,
plant and equipment
Less: impairment provision

Prepayments for purchase of property,
plant and equipment — net

Lease receivables

Current
Prepayments for purchase of inventories

Other receivables
Less: impairment provision

Other receivables — net

Deposits

Prepaid tax
Prepaid expenses
Lease receivables

Total

FERE
BEME  BEMKERED
FafR A
B ORER
BEWE  BEM&REN
BNHRIR — FH8

FE W E IR

e
BEFEMENTA

S E R
A R

Bt AR — B9
e

BB

BNER
J& WA & FRIR

a4t

1,261,411 922,796
(234,235) (234,235)
1,027,176 688,561
49,030 40,803
1,076,206 729,364
1,219,258 949,849
381,598 379,729
(204,833) (203,516)
176,765 176,213
199,385 161,279
158,493 139,285
17,226 9,610
4,858 3,699
1,775,985 1,439,935
2,852,191 2,169,299
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Notes to the Condensed Consolidated Interim Financial Information (Continued)

RS Gt B R E R ()

(Al amounts in RMB thousands unless otherwise stated)

(BRBERIN - AR UARBE T TREL)

15 Loan Receivables

114

15 BWRERN

Non-current FERE
Long-term loan receivables (a) W REBHEN @
Current TRED

Short-term loan receivables (b) FEUEEIE R
Less: impairment provision (c) B RE R (C)
Total loan receivables, net of provision JE Bk 4

The Group provided loans to third parties. The details of the
loans are set out below:

(@)

China Oriental Group Company Limited e #1575 &= B8 AR A &

As at 30 June 2019, long-term loan receivables of
RMB950 million comprised of various loans with
individual amount ranging from RMB50 million to
RMB300 million. The loan receivables of RMB900
million were secured by pledge of shares of listed
companies held by the borrowers or guarantors of the
borrowers, among which RMB300 million were
secured by pledge of shares of Jiangsu Shentong
Valve Co., Ltd., a related party of the Group, and the
remaining RMB50 million were secured by the pledge
of land use rights, interest bearing at rates ranging
from 8.0% to 16.0% per annum and with repayment
terms ranging from 1 to 2 years.

As at 31 December 2018, long-term loan receivables
of RMB720 million comprised of various loans with
individual amount ranging from 