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Financial Highlights
A

FINANCIAL SUMMARY BEEE

2018 2019 2020
(RMB milion)  (RMB million)  (RMB million)
(ANERBEL) (AR®AER) (AR®EER)

Revenue A 40,782 43,014 39,150
Gross profit ES 6,791 4,151 2,304
EBITDA! BRI E REHAEF 7,619 5,331 3,078
Profit before income tax B PTE B AR 6,299 4,065 1,911
Profit for the year FERF 4,861 3,267 1,621
Profit attributable to owners of the Company ~ ZAAREZEE EEEEN 4,782 3,210 1,586
Basic earnings per Share (RMB) BREANZ(ARET) 1.31 0.86 0.43
Net assets FRERE 17,682 19,823 21,215
Total assets BEE 29,609 35,407 44,524
Net assets value per Share (excluding non- FRFEEE (BB IEEHIME

controlling interests) (RMB) ER)(ARET) 4.68 5.24 5.56
Note: FtzE -

1. China Oriental Group Company Limited (the “Company”) defines 1. PREBEFEEERERAR((EAAT])EE

EBITDA as profit for the year before finance costs — net, income T E R ERTSE N EE AHG BB A —
tax expense, amortisation, depreciation and non-recurring items. FEECFTSTHEBR B IWENIESEMH
During the year ended 31 December 2020, there were no BEHBZFE % H - REE2020F 12 A 31
adjustments of non-recurring items in the calculation (2019: nil). HIEFER  FERBEFELCEHEEENSA

(20194 : M) ©

Revenue Profit Attributable to Owners of the Company
A RATERTE & ELET
RMB million RMB million
ARBEET ARBEET
48,000 5,000 4,782
43,014
42,000 40,782
39,150
4,000
36,000
3,210
30,000 3,000
24,000
2,000
18,000 1,586
12,000
1,000
6,000
0 0
2018 2019 2020 2018 2019 2020
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Financial Highlights
A

AVERAGE SELLING PRICE AND GROSS PROFIT BiT4ENHMEBERESWM Y IHEES
PER TONNE OF SELF-MANUFACTURED STEEL {EKEX|
PRODUCTS

2018 2019 2020
(RVB) (RMB) (RMB)
(AR®) (AR%T) (AR#%R)

Average selling price per tonne BHEFHESE 3,413 3,391 3,313
Gross profit per tonne SEEF
H-section steel products H AU 3 2 o 609 499 300
Strips and strip products il % 7 o KR 2 om 681 474 268
Billets EEAN 287 227 162
Cold rolled sheets = BLIR K $E AR
and galvanised sheets 91 161 158
Rebar YR 728 200 172
Sheet piling Hi R i 624 607 308
Combined ma 632 428 247
Average Selling Price per Tonne Gross Profit per Tonne
B EIGHEEE i E F
RMB RMB
AR AR
5,000 800
4,000 32
600
SA13 3,391 3,313
3,000
428
400
2,000
247
200
1,000
0 0
2018 2019 2020 2018 2019 2020
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SALES VOLUME OF SELF-MANUFACTURED

STEEL PRODUCTS CLASSIFIED BY PRODUCTS 2 #HEE

BTEENHSERRERERED

2018 2019 2020
('000 tonnes)  ('000 tonnes) (’000 tonnes)
(Fug) (Fmug) (Fmg)
||
H-section steel products H AU 3 2 S 3,675 3,547 3,250
Strips and strip products A8 & A S B E S 3,505 2,507 1,180
Billets EiiipaN 360 523 1,687
Cold rolled sheets and RELIR &SRR
galvanised sheets 310 299 293
Rebar IR AT 2,109 1,343 1,002
Sheet piling i 1R 15 494 710 766
Total &% 10,453 8,929 8,178
Sales Distribution of Self-manufactured Steel Products
BTEENHEBERNEES M
4.7% 8.0% 39.7% 9.4% 39.7%
20.2% 15.0% 12.3% *
a0 B8 2018 88% 25 2019 S6%
3.4% %- 20.6%
28.1% 14.4%

[l H-section steel products HAY 8 2 &

71 Cold rolled sheets and galvanised sheets /< BLAR & iR

[ Strips and strip products %58 &2 55 EZE MR [l Rebar 12403

B Billets T

[ Sheet piling Stk iz
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(ceased as the Chief Operating Officer on 1 January 2021)
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Mr. Sanjay Sharma
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Non-executive Directors
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COMPOSITION OF BOARD COMMITTEE
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Mr. Wang Tianyi
Mr. Wang Bing
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Mr. Wang Tianyi

Mr. Wang Bing
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Mr. Wang Tianyi
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(ceased on 1 July 2020)
Mr. Han Li

(appointed on 1 July 2020)
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COMPANY SECRETARY
Mr. Lam Pak Kan

REGISTERED OFFICE

Clarendon House
2 Church Street
Hamilton HM11
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

DNEAWE
MIAE £
AR EE

Clarendon House
2 Church Street
Hamilton HM11
Bermuda

ERTEEEME
BEET

7B BB 23 5

[EZE

99012 K 10E
BRERMDBFEREARE

MUFG Fund Services (Bermuda) Limited

BERODBFERTRE

BEFERFERARAT

BB Em
B BUKB RN E AT
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COMPANY’S WEBSITE

www.chinaorientalgroup.com

LIST OF PRINCIPAL BANKS
(IN ALPHABETICAL ORDERS)

Agricultural Bank of China

Bank of Cangzhou

Bank of Chengde

Bank of Communications

Bank of Hebei

Bank of Tangshan

China Citic Bank

China Construction Bank

China Everbright Bank

China Minsheng Bank

DBS Bank

Guangxi Beibu Gulf Bank Co., Ltd.
Hang Seng Bank

Industrial and Commercial Bank of China
ING Bank N.V.

Ping An Bank

Rabobank

Tangshan Rural Commercial Bank

NCIECE

www.chinaorientalgroup.com

FEAERET
(BRESLRFHES)
PR EIRTT
SBINERTT
AfEIRTT
RIBIRTT

AL IRTT
EILRTT
FEIRTT
AR AR TT
AR R ERTT
RERAERTT
ERIETT
BT E R T
1BARTT

B TR TT
ING Bank N.V.
L2 RTT

I E EIRTT
B EmEEBRT
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Chairman’s Statement
FERE

The first and second phases of the
Equipment Upsizing Project, namely
each building a new blast furnace with

a capacity of approximately 2,000 cubic
meters and a new converter furnace

with a capacity of approximately 150
tonnes, have been completed in June
2020 and November 2020, respectively,
and productions were commenced. Steel
productions and operation efficiency have
been returned to normal.

HERACEENSE —HARFE_HHTRE A
DRI R —FE4) 2,000 3 K BRI =18 &
— B0 AR FERE - B9 BlK2020
F6AK2020F 11 AR TWIR ALEE © il
HAENEERIREOEZIEFEKFE -

REVIEW OF YEAR 2020
OPERATING ENVIRONMENT

Looking back at 2020, the iron and steel industry in the PRC has
been volatile during the year. At the beginning of 2020, the
tension between China and the United States continued to
escalate and there was continuous occurrence of trade disputes
between them. Such tensions, coupled with the outbreak of
COVID-19 since January 2020, have imposed a material adverse
impact on China and the global economy, resulting in a rapidly
waning business environment and ongoing uncertainties. Since
the outbreak of the pandemic, the upstream and downstream of
the iron and steel industry in the PRC were affected by the spread
of the pandemic and related prevention measures. Suspension of
operation and production in downstream construction,
manufacturing of machines, etc. in light of quarantine and
lockdown measures affected the demand for steel products from
end-users and led to a decrease in steel prices. At the same time,
the pandemic abroad also affected the supply of iron ore, resulting
in rising iron ore prices. On the other hand, as the pandemic has
been brought under control effectively within a short period of
time through the proactive prevention and strict control measures
imposed by the Chinese government, all sectors started to
resume operation progressively in March and April 2020 and
production and profit of the iron and steel industry gradually
returned to stable levels. Since the third quarter of the year, the
price of raw materials, in particular iron ores, continued to rise,
and the Platts 62% Iron Ore Price Index went up to a high point of

08  China Oriental Group Company Limited e AR B 58 7 &£ E IR AR A 7

2020 £ [O] §E
KERIF

Bl RA20204F » PRSI ITELEE T KRB
—F 2020 F FHFHEEHE S 2 HER
BEBETAREFFELRESHER B
2020 F1RBREMERSEE  HPEM
FMIRBREE BB RERN T E - BREFIR
BE2BEE  YHEBRKTHBERE - BRI
1BE% > PRMMETEN E TR AT ERIS
EERABLEERTE  THMEREBIR
B BLE SRR RE B EMELEE &
L8 AP YIS E MRS RIS ERE T
B BINRIB I E R ERAEE - S
BAERLEA - Z—FE  BBPEBEHE
MERY EENTERS R BARIE M IE T - RIBRE
R ARA R Z BT - S1TER20204F 3
A 4ARBAEFRHET  METENEER
BANTZEEHEETE: BFANE =FEH
1 BEME(ERIREEL) ERFE LA X
[C62% =1 A (B 18 F5 i A 2020 F F 419 937K
FEAZ2020F 12 AW177 S0 - MWEITE
MAFZEERYE - Ems - TROEEES



REVIEW OF YEAR 2020 (Continued)

OPERATING ENVIRONMENT (Continued)

177 in December 2020 from the level of 93 as at the beginning of
the 2020. The profitability of the iron and steel industry has been
compressed. To sum up, the production volume of iron and steel
in the PRC remained at a high level and recorded a growth.
According to the data from the National Bureau of Statistics, the
national production volumes of pig iron, crude steel and steel
products in 2020 were 888 million tonnes, 1.065 billion tonnes
and 1.325 billion tonnes, respectively, representing an increase of
4.3%, 7.0% and 10.0% from the corresponding period in 2019,
respectively.

For the policy with respect to the iron and steel industry, in
January 2020, the NDRC and MIIT jointly issued the “Notice on
Regarding Completing the Steel Capacity Replacements and
Project Filing Works” (R e & i S E s B AMIE B R TR
iBA1) and associated interpretation (“Notice on Steel Capacity
Replacements”), which pointed out that in order to prevent the
recurrence of excessive production capacity and promote high
quality development of the industry, the Chinese government is
suspending the iron and steel production capacity replacements
and project filing, carrying out self-inspection on the existing iron
and steel production capacity swap projects, formulating relevant
policy documents and strengthening thorough implementation
and urging inspection. In December 2020, the MIIT released the
“Implementation Measures of Capacity Replacements in the Iron
and Steel Industry” (3 2 17 % = & B 2 B i #% ’%) and the
“Instructions on Promoting the High-Quality Development of the
Iron and Steel Industry” (AR HEENHE T XML ERMNEEE
&), in which the renewed requirements of the production
reduction and replacement solution of the iron and steel industry
and the more specific development goals in terms of industry
foundation, innovation and development, resource security,

Vv 4

i N
Chairman’s Statement

BN R4

2020 SFEIEE (&)
RERE (8)

MUEFERKELESEE  REERSHB
BRb o 2020 F 2 B A - AR A EE D
7l £ 8.88 B WA « 10.65 8 A K2 13.2518 1A » Lt
2019 FEHEAD R K 4.3% » 7.0% 5 10.0% °

AR TR A E - 74202091 A -
MEER T35 A B RC R T EMEEE
EBRMERHREIERNBN) MEEEE(H
HEKBREBEA])  XRiELAFEHLEE
EBFREETESMNEER  PRBNEE
i $8 EE BE B IAANTIE B 5 - WIR A i EsL

BMERRFABESE - I EEBBERERINEE R
EEMBREE  BR2020F12 8 » T{530%
T CGREITEERERERINE) RN
Mg T XS nEERNEEER) 256
M TEMREBER T RNEHERK LS RIE
EEER  BFER BRRE  EXEE -
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Chairman’s Statement
ENE 8T

REVIEW OF YEAR 2020 (Continued)
OPERATING ENVIRONMENT (Continued)

industry structure, green and low carbon, and quality and
efficiency were proposed respectively. Currently, the iron and
steel industry in the PRC is closely monitoring the “Implementation
Measures of Capacity Replacements in the Iron and Steel
Industry” (#2177 2 & 8L B 2 B HE 31 %) to be implemented and
formally announced by the NDRC and MIIT and the details of the
development plans of the industry under the “Recommendations
for the Development of Economy and Society under the
Fourteenth Five-Year Plan from the Central Government and long-
range goals for 2035” (“14th Five-Year Plan”) (7 £/ 52 B0 i
TRRLBENMT R RSB THELFREM2035F 2R BRE
#% ) in the PRC.

With this background, the Group, through persistently pursuing
efficiency enhancement and cost control, etc., enhanced the
operating efficiency and sustainability. At the same time, the rising
price of raw materials, in particular iron ores, the COVID-19
pandemic, implementation of various production restriction
policies by the government, as well as the implementation of the
Equipment Upsizing Project proceeded in parallel with daily
production as mentioned hereinafter etc., had brought an impact
on the production volumes and gross profit of the Group.
Separately, due to the disposal of 31% equity shares of Dongfang
Jingyuan, the Group recorded a non-recurring disposal gain of
approximately RMB194 million. Given the aforesaid conditions,
the Group has been actively adopting flexible production
management, including active production reduction, introduction
of a series of preventive measures for the COVID-19 pandemic,
etc., to reduce the impact on the operation from those challenges.
Due to the combined impact of these factors, the Group’s annual
results dropped compared with last year. The revenue was
approximately RMB39.15 billion for the year ended 31 December
2020, representing a decrease of approximately 9.0% as
compared with the corresponding period of last year. Comparing
with last year, the average selling price and sales volume of self-
manufactured steel products decreased by 2.3% and 8.4% to
approximately RMB3,313 per tonne and approximately 8.2 million
tonnes respectively, and due to the aforesaid factors, the gross
profit decreased by approximately 47.3% to approximately
RMB2.02 billion. The net profit of the Group for the year
amounted to approximately RMB1.62 billion, representing a
decrease of approximately 50.4% from the profit of approximately
RMB3.27 billion of last year. EBITDA of the Group decreased from
approximately RMB5.33 billion of last year to approximately
RMB3.08 billion. Basic earnings per share was RMB0.43 (2019:
RMBO0.86).

10 China Oriental Group Company Limited e F1 (5 75 &£ EE A% B R A7)

2020 F [ ()
BRI (#)

REERR  MEMRFHEREL T EARNE
RERZ: BAl RENMSTEERIERE
W& R TEEREE R IEX B MmOCHETE
EREBEREEIE) A K B i REIR
il 7 B R AR B AN pE & 25 R 26 1 I B T AR B A
2035 RS BIRER) ([THREIRB ) T
EHBERRBIFE -

FEEST  AEBEFEEITHRERREA KA
THE - fE IR L B RS R AT o Bt
BB SEMRER EAERIREREA) - &
TBRFEBRRT  BNNZEREBRNE
TR T E R EEERBIITHEEAR
{LIEEMELSE  HHASENEERENE
FIsg2 - BHh AR ERA AR 31% G
REEHREBSHOARKE 14 BITHIFEEHHE
Wz o R EMIER - AEEREGRRE
ERNEEER  BREFHRLES  EKE—
XA ERSRIBEMERS - RIEMRRE
IEBEEENTE - FHFRARLGEFET
AEEMN2FEEEREFLE - REZE
2020F 12 AT HEFEHBRALNARE
391518 MEAFRHERMA%9.0% - B AF
AL BITEERNMEEROTHEEEEER
HESDRITE2.3% K& 8.4% EFMEH AR
3,313 7L #1820 & WE - MEFAIZ Eai A=
FE S RLN4TI%EHAREE 2028 o &
EENFEFHNENARKA62ET 8E
FHARER27TETHRTFIR D 50.4% ° AR
EEMERITE REHAET  EFHHA
RES3IBEILRIVEHNARKI8EL &
AR EAR U 25 A A RH0.43 7T (20194F « AR
0.867T) °



REVIEW OF YEAR 2020 (Continued)

OPERATING ENVIRONMENT (Continued)

In July 2020, the Company was ranked the 233rd in the top 2020
Fortune China 500 companies. In September 2020, Jinxi Limited
was awarded the title of “National Civilized Unit” by the Central
Steering Committee for the Building of Spiritual Civilization. In
November and December 2020, Jinxi Limited was awarded the
titles of “2019 Hebei Provincial Government Quality Award” and
“Outstanding Private Enterprise in Hebei Province” by Hebei
Provincial Government.

Based on the results of 2020 and with regard to the requirements
of future development, as well as for sharing of the outstanding
results of the Group with the Shareholders, the Board proposed
distribution of 2020 final dividend of HK$0.05 per ordinary share.

With respect to the iron and steel business, the Group continued
to invest substantially to enhance the competitiveness and
economic efficiency of its products as well as environmental
protection. These efforts include establishing scientific research
centres to promote product research and development, improving
production facilities to enhance efficiency, increasing the
proportion of products with high added-value and investing in
various projects to reduce emissions. The Group’s section steel
production volume has been leading nationwide since 2009. In
response to government policy requirements, the Group has
commenced an equipment upsizing project since 2019 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.
Furthermore, the Group also started building the branch-line
railways for transportation of materials and inventories for the
business of the Group. The Branch-line Railway Project will be
used to connect the Group’s 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. Currently, the first and second
phases of the Equipment Upsizing Project, namely each building
a new blast furnace with a capacity of approximately 2,000 cubic
meters and a new converter furnace with a capacity of
approximately 150 tonnes, have been completed in June 2020
and November 2020, respectively, and productions were
commenced. Steel productions and operation efficiency have

Vv 4

Chairman’s Statement
ENE 8T

2020 F Ol A (4)
RERIR (&)

R2020F 7 B - AR EEIE B2020F (8= )
AR EI50058 BETTISAR 5523317 + FA20209F9 A -
RTINS ER BN AREREE LR T
[ 2B SRS JFESR « 7A20209F11 A 127
RIS BT IR T (2019 Fa L& I
a2 R DTitEEFREDE | R -

HER2020FXEMERBARERNFTE - A
FEBRRMANEAEEEBEXENKR  EF
B 12 & Ik 3 2020 4 R HA A B 8 I i /@A 0.05
BT ©

FIMEEBME - AEBBELHRAEERL
BORSERNBF N REER A RIRIBR
& E N B IER S B O A B E SR
B NEAERBARSWEE - RS W IE
EmE O RIEAZIFIE B LURE PR - ]&EE
ZHRNES 52000 F B —EM Y 2 HBEN
E-RERBNEEER  AEEH2019F
ERARGAELCEE  BHESETHEER
% BEMEEL2,0003 KB ENH =E
FMRESHIS0MAENTEE(ZEFR
1) LLEIR1,0003 FARSA T RENEIE
K AQOMESK LA T ATEREELE o 1o - ANEE IR
BERAZEANAEEERHOME R EYEX
KT ARERE - R ARRKIE R BAEEEAS
B 7% e S R E SR AR R KK R AED
TERERERESEXRMHERER  E188
BN £ B AR HEBD BT RE RORBE T/ - IREF - 5
HAEMLEEME—HRE_BTE o3
ERR—FEA)2,0003 5 KRB = IE K —
HI150MEATERFEENE - B9 Bl 2020 6 A
K 2020F 11 A T A A @ il EER
EBEMEBEEZIER KT  IEEKRER T
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REVIEW OF YEAR 2020 (Continued)
OPERATING ENVIRONMENT (Continued)

been returned to normal. Most of the construction work of
Branch-line Railway Project has also been completed during the
year. The annual steel products production capacity of the Group
currently maintains at approximately 10 million tonnes. In 2020,
the Group sold approximately 3.25 million tonnes of self-
manufactured H-section steel products, and kept securing its
leading position in the H-section steel market of China.

In July 2020, the Group completed the acquisition of 43,240,235
shares of HJT, representing approximately 15% of the issued
shares of HJT at a consideration of approximately RMB639
million. Upon completing the acquisition, the Group holds
approximately 30% in aggregate of the issued shares of HJT. In
January 2021, Jinxi Limited entered into a share subscription
agreement with HJT, pursuant to which Jinxi Limited conditionally
agreed to subscribe not more than 50,870,865 newly issued
shares of HJT at a subscription price of RMB7.51 per share,
which, on a fully diluted basis, will result in the Group holding
approximately 40.5% of the issued shares of HJT upon the
completion of the subscription, realising the extension of the
business chain to downstream. On the other hand, in August
2020, the Group completed the disposal of 31% of its shares in
Dongfang Jingyuan to a third party to realise its investment in
Dongfang Jingyuan and recorded a disposal gain of approximately
RMB194 million. Dongfang Jingyuan and its related subsidiaries
are principally engaged in core technologies for semiconductor
chip design and manufacturing process optimisation/equipment.

In September 2019, Jinxi Limited entered into an investment
agreement with the Fangchenggang City Government in relation
to the investment in the Fangchenggang Economic and
Technological Development Zone. The terms of the investment
agreement include the acquisition of land use right through the
bidding process, and the land will be used by the Group for the
establishment of a production base of H-section steel and sheet
piling, which could be extended to the development of
prefabricated steel construction building industry (the
“Fangchenggang Project”). The annual iron and steel
production capacity of the Fangchenggang Project is estimated to
amount to approximately 10 million tonnes. The Fangchenggang
Project will be developed in two phases. The total investment cost
for the first phase is estimated to be approximately RMB22 billion.
After completion of the first phase of development of the
Fangchenggang Project, the relevant annual steel products
production volume is currently estimated to amount to

12 China Oriental Group Company Limited e F1 (5 75 &£ EE A% B R A7)

2020 F B (&)

RERIT (E)
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FEEBRAEFEL 1,000 8 ME - 7220204 -
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REVIEW OF YEAR 2020 (Continued)
OPERATING ENVIRONMENT (Continued)

approximately 6.5 million tonnes. After entering into the
investment agreement, the Group has acquired accumulated
annual iron production capacity of approximately 2.35 million
tonnes and annual steel production capacity of approximately
3.05 million tonnes. Given the aforementioned Notice on Steel
Capacity Replacements, the Group is observing the release of a
new steel production capacity replacement policy by the NDRC.
As the Fangchenggang Project is still pending approval from
relevant authorities, the progress has been slowed down. After
the new policy release, the Group will continue to evaluate its
impact on the Fangchenggang Project.

With respect to the real estate business, the Group was dedicated
in promoting the adoption of green structural development
construction apart from developing traditional real estate projects.
In various projects in Tangshan City and Suzhou of the Group, the
sales and delivery of most units were completed in the past years.
In 2020, the 4th phase of the Donghu Bay project in Tangshan
City and Jinxi Meishu Hall project in Guangxi have commenced
early stage of construction, and the construction of Jinxi Xijiang
Bay project in Guangxi would be commenced in 2021. The site of
Jinxi Meishu Hall project and Jinxi Xijiang Bay project are
approximately 23,000 m? and approximately 67,000 m?. In 2020,
the Group recorded revenue and operating profit from its real
estate business of approximately RMB51 million and RMB5
million, respectively.

In 2020, the revenue and gross profit arising from trading of steel
products and iron ore of the Group were approximately
RMB10.78 billion (2019: approximately RMB11.39 billion) and
approximately RMB124 million (2019: approximately RMB153
million) respectively.

Finally, with the good results of the Group, the Board would like to
take this opportunity to express our 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 REVIEW
Sales Analysis on Self-manufactured Steel Products
Sales Volume

In 2020, the total sales volume was 8,178,000 tonnes (2019:
8,929,000 tonnes), representing a decrease of approximately
8.4%.

The sales volume breakdown during the year was as follows:

E 3 q{E)
BTEENREER ZHEEDH
HEE

20204 42 44 & = /48,178,000 (2019 4F :
8,929,000M8) + JH A 478.4% °

REBFEHEERAMT

2020 2019 Changes in
Sales volume Sales volume sales volume
HEE HES HEEEL
Increase/
('000 tonnes) (000 tonnes) (Decrease)
(TH) (Fm) #m/ (i)

1 |
H-section steel products HAEHE M 3,250 39.7% 3,547 39.7% (8.4%)
Strips and strip products HHREEER 1,180 14.4% 2,507 28.1% (62.9%)
Billets SR 1,687 20.6% 523 5.9% 222.6%
Cold rolled sheets and galvanised sheets /2 8L1R J2§8 84 293 3.6% 299 3.3% (2.0%)
Rebar LG 1,002 12.3% 1,343 15.0% (25.4%)
Sheet piling HiRiE 766 9.4% 710 8.0% 7.9%
Total A&t 8,178 100% 8,929 100% (8.4%)

During the year of 2020, the Group’s production capacity was
approximately 10 million tonnes per annum.

R2020 FFEN » NEBRFEREL1,0008
W o
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Management Discussion and Analysis

BUSINESS REVIEW (continued)

Sales Analysis on Self-manufactured Steel Products
(continued)

Revenue

Revenue in 2020 was RMB27,095 million (2019: RMB30,278
million), representing a decrease of approximately 10.5%. Export
to foreign countries contributed revenue of RMB333 million (2019:
RMB206 million), representing approximately 1.2% (2019: 0.7%)
of revenue from sales of self-manufactured steel products.

The sales breakdown and average selling price by product
(excluding value-added tax) during the year were as follows:

o BILE W i B3 A

REDE ()
BTEENREER ZHEEDH
(#)

A

2020 g A B A R #270.951% 7T (2019 4F
AR#302.781E L) * B H105% - HAE
INEIR B IR A B AR B 3.33 18T (2019
FAR®E206E8TL)  HEITEEMNREE
w2 HHEWAL1.2% (20194 : 0.7%) °

FRERWHERARFOHEEB (T2
BRI

Changes
2020 2019 (4
Average Average Average
selling selling seling
Revenue price Revenue price Revenue price
T4 8 4
0N HEER LN HEBE LON HEBE
(RMB million)  (RMB/tonne) ~ (RMBmilion) ~ (RMB/tonne) Increase/(Decrease)
(AR%EET) (AR%7/®) (ARBEER) (AR%T/M) i/ (85)
I

H-section stee! products H AR 2= 10,629 821 12,024 3390 (11.6%) (3.5%)
Strips and strip products A I A S SR E G 3,002 3,306 8027 3202 (51.4%) 32%
Billets FiiipaN 5175 3,067 1,587 3,082 226.1% 1.2%
Cold rolled shets and galvanised sheats /% 2L 1R 1% % ¥ 4R 1,278 4,353 1284 4,09 (0.5%) 13%
Rebar LS 3,133 3,128 4511 3,359 (30.5%) (6.9%)
Sheet pling il 1R 15 2978 3,880 2845 4008 47% (3.0%)
Totallcombined BE/RE 27,09 3313 30278 3,391 (10.5%) 2.3%)

The decrease in revenue from self-manufactured steel products
was primarily due to a decrease in the sales volume of the
Group’s products by 8.4% to approximately 8.2 million tonnes in
2020 from approximately 8.9 million tonnes in 2019 and a slight
decrease in average selling price by 2.3% to RMB3,313 per tonne
in 2020 from RMB3,391 per tonne in 2019. The decrease in
average selling price and decrease in sales volume of the Group’s
products was mainly due to the impact of the COVID-19
pandemic, implementation of various production restrictions by
the government, as well as the implementation of the Equipment
Upsizing Project of the Group.

BITEERNIEERBRARDEFEZARAEER
B EE an 85 = FR 2019 FF 49890 B ME > 8.4% &=
2020 F #9820 B A - R FIIHE EEE 2019
FEMEARBEG,391 T #k2.3% £ 2020 F &
MAR3313TT - AEEERNFHIHEES
BTHRREEERS ETESARTERSERE
KT BINHZEREBRNEITUARASE
ERREEAACEENEISENTZE -
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BUSINESS REVIEW (continued)

Sales Analysis on Self-manufactured Steel Products
(continued)

Cost of Sales and Gross Profit

The consolidated gross profit in 2020 was RMB2,018 million
(2019: RMB3,826 million), representing a decrease of
approximately 47.3%.

Average unit cost per tonne, gross profit per tonne and gross
profit margin during the year were as follows:

REDE ()
BTEENHSER ZHED T
(%)

HERRREFR

2020 F W& BFEF A AR 20.1818 7T (2019
F: AR¥E38.2615TT) WA HI47.3% °

REMEEEMTHRAER GEEFRE
S

2020 2019

Average  Grossprofit  Gross profit Average Gross profit Gross profit
unit cost per tonne margin unit cost per tonng margin
REER BHEF EH% WAERE BHER Dk

(RMB/tonne) (RMB) (RMBtonng) (RMB)

(AR¥TR/H) (AR¥%7) (ARET/H) (ARET)

I I

H-section steel products HE#ER 291 300 9.2% 2891 499 14.7%
Strips and strip products FAREEEER 3,038 268 8.1% 2728 474 14.8%
Billets b} 2,905 162 5.3% 2,805 21 7.5%
Cold rolled sheets and galvanised sheats /221 REE 1R 4,195 158 3.6% 413% 161 37%
Rebar g4 2,956 172 5.5% 3,159 200 6.0%
Sheet piing Wikt 3,561 308 9% 3401 607 15.1%
Combined 24 3,066 41 7.5% 2,963 428 12.6%

In 2020, gross profit per tonne of the Group’s products decreased
to RMB247 from RMB428 in 2019, reflecting a decrease of
42.3%. In 2020, gross profit margin decreased to 7.5% from
12.6% in 2019. The decrease in gross profit margin was primarily
due to the increase in the average unit cost (primarily due to rising
price of raw materials, in particular iron ore), decrease in the
average selling price and decrease in the sales volume of the
Group’s steel products in 2020.

Property Development

For the year ended 31 December 2020, the revenue from real
estate business of the Group amounted to approximately RMB51
million. The GFA of properties delivered was approximately 5,000
m?. The average selling price of properties delivered was
approximately RMB11,000 per m?.

16  China Oriental Group Company Limited e F1 B 5 5 &2 @& AR A
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Management Discussion and Analysis

BUSINESS REVIEW (continued)
Property Development (continued)

As at 31 December 2020, the Group had the following projects
under construction with a GFA approximately 142,000 m?:

No. City Property project Phase of project

ek ™ YIRTER HEKR

1 Tangshan Donghu Bay Phase 4
E Eyrh 48]

2 Fangchenggang  Jinxi Meshu Hall Foundational phase
B 9878 ERiTESE B

In 2020, the Group contracted for Jinxi Xijiang Bay project in
Guangxi (effectively owned 97.6% interest), construction for which
is expected to commence in 2021.

The above projects are expected to be completed in 2022 and
2023 and will contribute stable revenue and profits to the Group.

o BILE W i B3 A

REDE ()
R i ERA 3 ()

R2020F12A31H - AEEE NHIEZIER -
FEEMEEMAEL 142,000 F 5K ¢

Estimated Effective
GFA under time of interest
construction completion owned
EEN FEE%RT Bx
EEEE R BE#ER
(m?)
(FFHK)
70,000 2022 97.6%
2022 F
72,000 2022 97.6%
2022 F

R2020%  AKECEF R EANEERA
TEER(EmEARIT%ER ) FHR
2021 FHEMET °

FEHR it I8 B #5 2022 £F ]2 2023 FE A 5EAK
Wi BAREEERIBT WA R G F
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FUTURE PROSPECTS

Looking ahead to 2021, the relationship between the PRC and
the United States will remain tense, the impact of the COVID-19
outbreak will gradually recede as vaccines become more
widespread, and the global economy is expected to recover
gradually, with the PRC leading the way. 2021 marks the first year
of the PRC’s “14th Five-Year Plan”, and the Chinese government
is formulating a five-year plan for its steel industry for the period
from 2021 to 2025 and strives to achieve a sustainable
development structure that features a rational industry layout,
advanced technology and equipment, outstanding quality and
brand, high level of artificial intelligence, strong global
competitiveness, and green and low-carbon. On 8 February 2021,
MIIT issued “Continuing to Work Hard, Forge Ahead and Open
Up A New Journey of High-quality Development in the Iron and
Steel Industry” (B EM BT EAFRRBEIEITES REERNE
#£), which pointed out that in 2021, the major focus was to
deepen the structural reform on the supply side of steel, continue
its de-capacity efforts, launch and implement the “Implementation
Measures of Capacity Replacements in the Iron and Steel
Industry” (3l $ 17 2 E 8% B ¥ T 8 ¥t /%), strictly prohibit the
addition of new steel production capacity, study and formulate a
work plan for de-production, and implement a policy of dual
control over production capacity and volume and ensure that the
PRC'’s crude steel production will record a year-on-year decline in
2021. In addition, the PRC has pledged at the 75th United
Nations Conference in September 2020 that it will strive to peak
its carbon dioxide emissions by 2030 and to achieve carbon
neutrality by 2060. The implementation of these policies will bring
along significant changes to the steel industry and the Group will
actively follow up and assess the impact on the Group’s
development and the Fangchenggang Project. On the demand
side of the steel industry, it is expected that the PRC’s
infrastructure and real estate investment will maintain steady,
while machinery, home appliances and automobile manufacturing
will remain relatively strong, which will drive steel demand; in
terms of cost, it is expected that overseas countries will still be
affected by the COVID-19 outbreak for some time in 2021,
therefore, the supply and demand of iron ore will remain relatively
tight, and it is estimated that the iron ore price will remain at a
high level. In general, we expect to remain cautiously optimistic in
2021 for the overall development of the steel industry.
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Management Discussion and Analysis

FUTURE PROSPECTS (continued)

Under such backdrop, the Group will proactively follow the
Chinese government’s policies, and plan to improve 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 will continue
to focus on the development of section steel. After the completion
of the Equipment Upsizing Project in 2020, the Group will
continue to invest in the technological renovation of the ancillary
steel rolling lines, develop new products including hot-rolled
power angle steel and hot-rolled H-section steel of different
standards and specifications, etc., enhance the section steel
rolling capacity and continuously optimise the product structure to
strengthen the Group’s advantages in the section steel. In
addition, in order to strive for carbon neutrality and emission
reduction, and adhere to the concept of green and sustainable
development, the Group will closely follow the policy development
and explore the feasibility of different technical options to conduct
early studies and deployment for emission reduction. At the same
time, the Group expects that the Branch-line Railway Project will
come into operation within 2021, replacing road transportation
with rail transportation and further reducing emissions.

In January 2021, Jinxi Limited entered into the Share Subscription
Agreement with HJT, pursuant to which Jinxi Limited has
conditionally agreed to subscribe not more than 50,870,865
newly issued shares of HJT at a subscription price of RMB7.51
per share. After the completion of subscription, the Group will be
holding approximately 40.5% of issued share in HJT on a fully
diluted basis, further realising the extension of the business chain
to downstream. HJT is principally engaged in the research and
development, manufacturing and sales of electric power
transmission facilities and it currently operates a manufacturing
plant in Shandong Province of the PRC with an annual production
capacity of approximately 250,000 tonnes. It is a downstream
customer of the Group and this will help the Group to build a full
process business chain from section steel products to power
transmission equipment, thereby creating synergy.
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B PR W i L

FUTURE PROSPECTS (continued)

Currently, the Group retains a relatively large amount of cash and
resources within the Group in order to cope with future
development needs. The Group is also proactively considering a
wide variety of possibilities, including horizontal and vertical (in
particular, downstream) corporate mergers and acquisitions, etc.,
while exploring different financing channels, so as to achieve
sustainable development. The Group will also from time to time
evaluate the possibility to increase dividend distributions under
appropriate circumstances to reward the Shareholders’ support
for the Group.

Since its listing in 2004, the Group has been continuously
expanding its business scale as well as diversifying its iron and
steel product categories and business portfolio. For the past 17
years (since listing), the Group’s overall steel products 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’s business will continue to develop
towards the goal of establishing the largest manufacturing base
for section steel in the world, and to explore the extension of
upstream and downstream sectors in the industry, in order to
become a sizable enterprise with distinctive products. The Group
will strive to take full advantage of the current solid financial
condition and efficient management model to drive forward the
green and continuous development of the Group and to maximise
the Shareholders’ value.
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Management Discussion and Analysis

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 31 December 2020, the Group had unutilised banking
facilities of approximately RMB7.2 billion (2019: RMB4.2 billion).

As at 31 December 2020, the current ratio of the Group,
representing current assets divided by current liabilities, was 1.3
times (2019: 1.5 times) and the gearing ratio, representing total
liabilities divided by total assets, was 52.4% (2019: 44.0%)).

As at 31 December 2020, the cash and cash equivalents of the
Group amounted to approximately RMB3,486 million (2019:
approximately RMB4,631 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 Structure

As at 31 December 2020, borrowings of RMB10,298 million of
the Group bore fixed interest rates ranged from 0.58% to 7.50%
per annum and borrowings of RMB983 million of the Group bore
floating rates ranged from 0.99% to 5.25% 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 forward contracts to manage its exposure to
foreign currency exchange rates fluctuation. As at 31 December
2020, the notional amounts of these derivative instruments
amounted to USD11 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, lease
liabilities and loans from related parties. The Group regards its
non-current borrowings, non-current lease liabilities and equity
attributable to owners of the Company as its total capital. As at
31 December 2020, the debt-to-capital ratio of the Group was
48.4% (2019: 28.9%).

The consolidated interest expenses and capitalised interest in
2020 amounted to RMB367 million (2019: RMB141 million). The
interest coverage (divide profit for the year before finance costs —
net and income tax expense by total interest expenses) was 5.2
times (2019: 29.4 times).
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FINANCIAL REVIEW (continued)
Commitments

As at 31 December 2020, the Group had total commitments of
RMB886 million (2019: RMB5,668 million). It is estimated the
commitments will be financed by the Group’s internal resources
and available banking facilities.

Guarantee and Contingent Liabilities

As at 31 December 2020, the Group’s contingent liabilities
amounted to approximately RMB96 million (2019: nil), which was
the provision of guarantee for engineering and trading in favour of
third parties.

Pledge of Assets

As at 31 December 2020, the net book value of the Group’s
leasehold land and land use rights amounting to approximately
RMB24 million (2019: RMB25 million), property, plant and
equipment amounting to approximately RMB240 million (2019:
RMB8 million), trade receivables amounting to RMB329 million
(2019: nil), notes receivable amounting to approximately RMB86
million (2019: RMB62 million), structured bank deposits amounting
to RMB1,000 million (2019: RMB1,200 million) and restricted
bank balances amounting to approximately RMB3,637 million
(2019: approximately RMB1,083 million) had been pledged as
securities for the Group’s notes payable issuing, bank borrowings,
letters of credit issuing and letters of guarantee 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 ore 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 the continuous fluctuation
of the RMB exchange rate against USD, during the year ended 31
December 2020, 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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Management Discussion and Analysis

FINANCIAL REVIEW (continued)
Iron Ore Futures

In view of the significant fluctuation of iron ore price in 2020, the
Group has entered into certain iron ore future 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 a final dividend of HK$186.1 million
(approximately RMB157.3 million), representing HK$0.05 per
ordinary share in respect of the year ended 31 December 2020 to
the Shareholders of the Company whose names appear on the
register of members of the Company at the close of business on
Friday, 11 June 2021. The final dividend, payable on or around
Thursday, 8 July 2021 is subject to approval of the Shareholders
at the forthcoming AGM to be held on Wednesday, 2 June 2021.

Material Acquisitions and Disposals and Post Balance
Sheet Events

In July 2020, the Group completed the acquisition of 43,240,235
shares of HJT, representing approximately 15% of the issued
shares of HJT at a consideration of approximately RMB639
million. Upon completing the acquisition, the Group holds
approximately 30% in aggregate of the issued shares of HJT. In
January 2021, Jinxi Limited entered into a share subscription
agreement with HJT, pursuant to which Jinxi Limited conditionally
agreed to subscribe not more than 50,870,865 newly issued
shares of HJT at a subscription price of RMB7.51 per share,
which, on a fully diluted basis, will result in the Group holding
approximately 40.5% of the issued shares of HJT upon the
completion of the subscription, realising the extension of the
business chain to downstream. For details, please refer to the
announcements of the Company dated 7 June 2020, 17 July
2020 and 13 January 2021.
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FINANCIAL REVIEW (continued)

Material Acquisitions and Disposals and Post Balance
Sheet Events (continued)

In compliance with the production control measures under the
“Notice on the Submission of Production Restriction and Emission
Reduction Measures for Enterprises in the Iron and Steel Industry”
(BAPS ¥k 8 S5 1T R (D PR AR BHHE iE #O 3B A) dated 19 March
2021 issued by the Office of the Steering Group for the Prevention
and Control of Air Pollution in Tangshan City (& LT AR5 2
A L 1E B E /4 A =), Jinki Limited has to restrict the
production by 30% from 20 March 2021 to 31 December 2021.
For further details, please refer to the announcement of the
Company dated 22 March 2021.

Save as disclosed above, the Group did not have any other
material acquisitions and disposals during the year ended 31
December 2020 and there are no events to cause material impact
on the Group from the balance sheet date to the date of this
report that should be disclosed.
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FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss

As at 31 December 2020, the Group held financial assets at fair

B g
Management Discussion and Analysis
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BB B (&)
BRAAREBEFEEESEHTABERZS
MmEE

R2020F 12 A31H » AEBFEZEZAAE

value through profit or loss of approximately RMB4,804 million, {EzfE BHEE &t ABRZEZSHEENAR
accounting for 10.8% of total assets, particulars of which are set  #48.04 1870 - (542 & E10.8% + E 15 H
out below: FEAT -
Money Market Funds ESHIEES
Total Total
amount of amount of Realised Unrealised
purchase(s) disposal(s) i Fair value
Number of Investment made during made during  income/(loss)  income/(loss) to the total
units held cost Fair value the year the year for the for the assets of the
asat asat asat ended ended year ended year ended Group as at
31D k 31Dy b 31D k 31D b 31D k 31D b 31D b 31D
2020 2020 2020 2020 2020 2020 2020 2020
REE REE BENNE BE2020%
2020% 20205 128318 128318 H2020%
R2020% #2020 F #2020% 127318 12A318 LtFE LLFE 12A318
128318 128318 128318 LEER HEER  BRRNRE  ABRNRE RABEERE
Name of the financial assets SHEEER BEZENHE ZRERA ZOREE  BAZESE  HEZESE  KA/(BB) WA/(BB) AEBAEE
(1000) (RMB'000) (RMB'000) (RMB000) (RMB'000) (RMB'000) (RMB'000)
() (AB%FRn) (AEETR) (ARETR) (ARETRn) (ARETn) (AR%FR)
I N N S N S S S S
Harvest Fund Management Company Limited ~ ZEE&EBERAR
Harvest Express Monetary Market Fund* RERGEBTSES 30,999 30999 31,049 2,742,475 (2,871,752) 9,13 50 0.07%
Harvest HuoQiBao Monetary Market Fund® REINESEDIRES 847 847 847 8,055 (14,288) 221 - <001%
Harvest Monetary Market Fund* 125,132 125132 126,246 393,525 (298,750) 2,107 114 0.28%
Bosera Asset Management Company Limited ~ BEEEERERAT
Bosera Hehui Money Market Fund BRABEETHSES 15,386 15,386 15,386 11,009 (17,796) 100 - 0.03%
Bosera Cash Pot Money Market Fund ERREEEBTSES 24,646 24,646 24,846 404,078 (382,470) 4,077 - 0.06%
Bosera Security Cash Pot Money Market Fund BRIMREETRES 40 40 40 1 - 1 - <0.01%
China Minsheng Banking Corp., Ltd. PERERTROERAR
HuwiaBao Cash Pot Monetary Market Fund* EERGEERTHES 6,000 6,000 6,000 194,487 (209,767) 512 - 001%
Minsheng JiaYin Cash Pot Monetery Market Fund® ~ RA4MBHEEEEETHEES 10,000 10,000 10,000 200,440 (217,567) 464 - 0.02%
China Southem TianTianLi Monetary Market Fund* @ KRN S K55S 11,607 11,607 11,607 9,693 97,293) 685 - 0.03%
Harvest Monetary Market Fund* REEETEAS 10,000 10,000 10,002 208,000 (232,662) 695 2 0.02%
Bank of Communications Co., Ltd. RERTROERLA
HwaBao Cash Pot Monetary Market Fund* EFRLEEEMHES - - - 357,363 (357,3593) 453 - -
Aegon-industrial Monetary Market Securties BEERMBEFREES
Investment Fund* - - - 630,968 (772,794) 2,678 - -
China Souther TianTianLi Monetary Market Fund* B A RAH| §HgES - - - 73,600 (73,600) 300 - -
ZhongRong Fund Management Company Limited S RBESEEERAF
ZhongRong Cash ZengLi Monetary Market Fund TRASENSETHES 5,558 5,558 5,558 756,273 (854,553) 4,273 - 001%
China Southern Asset Management Company ~ EHESEERAERAT
Limited
China Southem TianTianLi Monetary Market Fund* 5 KA S E/5ES 73473 73473 73473 59,011 (58,060) 2,000 - 0.17%
Aegon-Industrial Fund Management Company ~ E2RE4EBERAR
Limited
Aegon-industrial Monetary Market Securties B2ERTRESRERS
Investment Fund* 172,054 172,064 172,054 444,692 (282,744) 3,794 - 0.39%
HwaBao WP Fund Management Company Limited ¥EH&%¥BERAR
HwaBao Cash Pot Monetary Market Fund* EERLEELHIBES 4,259 4,259 4,259 241,538 (287,279) 372 - 0.01%
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FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss

(continued)

Money Market Funds (continued) EmIEES (&)
Total Total
amount of amount of Realised Unrealised
purchase(s) disposal(s) i i Fair value
Number of Investment made during madeduring  income/(loss)  income/(loss) to the total
units held cost Fair value the year the year for the for the assets of the
asat asat asat ended ended year ended year ended Group as at
b 31 Dy I 31D b 31Dy l 31D b 31Dy 31D b 31Dy b
2020 2020 2020 2020 2020 2020 2020 2020
WEZ REZ HZ0205F BZ2020%F
2020F 2020 12A318 12A318 120205
#2020% R2020% #2020% 128318 128318 LEE HEE 12A318
12A318 127318 12A318 LEER LEER  BERNRE  ARRNRE DAEEE
Name of the financial assets EREELR BEZENRE ZRERE ZDREE  BAZESE  HECHESE  WA/(BB) WA/(BB) AEBLEE
(1000) (RMB'000) (RMB000) (RMB'000) (RMB000) (RMB'000) (RMB'000)
(F)  (AREFm) (AR%TR) (ARETR)  (ARETRD) (ARETI) (AR%TR)
1 Y ) O O
E Fund Management Co., Ltd. SHERSEREARLR
E Fund Cash Enhance Income Money Market Fund 5 5 iE R4 2F S 55 - - - 81,980 (183,447) 1,948 - -
E Fund Day Wealth Management Money Market Fund 5 5 2 X KB & #mig £ - - - 14,405 (14,405) 78 - -
Others Hh - - - 5,026 (5,026) 2 - -
HFT Investment Management Co,, Ltd. BERESEEARLA
HFT TianYi Money Market Fund BERREEETSES - - - 3,324,127 (3,326,415) 4359 - -
China Merchants Bank RERT
Aegon-industrial Monetary Market Securties REERMBEFREES
Investment Fund* 9,831 9,831 9,831 93,669 (91,570) 508 - 0.02%
China Universal Money Market Fund* ERE&EmEES 43,187 43,187 43284 43,187 - 187 97 0.10%
Others Eft - - - 80,237 (80,287) 479 - -
Minsheng Royal Fund Management Co., Ltd. REMBESERERAR
Minsheng JiaYin Cash Pot Monetary Market Fund* A NBHR G EEETHES - - - 168,485 (168,485) 182 - -
HuaAn Fund Management Co., Ltd. ERESERARAR
HuaAn Cash Pot Money Market Fund* ERREERTHES - - - 330614 (330,614) 614 - -
UBS SDIC Fund Management Co., Ltd. BRERESEEARAR
UBS SDIC QianDuoBao Money Market Fund BRRBESEERTEES - - - 165,863 (180,929) 765 - -
E Fund Management (HK) Co., Limited SHEEEER(FE)
BRLH
£ Fund (HK) US Dollar Money Market Fund SHEER) ETEETS
22 142 106,378 98,296 106,378 (662) 1 (8,093) 0.22%
Da Cheng International Asset Management ABEREEERERAR
Co., Ltd.
Da Cheng Money Market Fund AREEMEES 1,456 105,921 98,626 105,921 - - (7,295) 0.22%
CCB Principal Asset Management Co., Ltd. BEESERARELLT
CCB Principal Tiantianyi Money Market Fund* BERRSEUMEES 24,878 24,878 24,878 324,878 (300,000) 1,378 - 0.06%
Others Eft - - - 5,030 (5,030) 30 - -
Others Ht 50,000 50,000 50,000 53,905 (3,905) 4 - 0.11%

BA TS BB ()

BARBESEEESBFABERZE
BMEE (&)
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Management Discussion and Analysis

FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Money Market Funds (continued)
Investment strategies of money market funds
Harvest Fund Management Company Limited

Harvest Express Monetary Market Fund* (32 B HRG EETIHES)
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* (52 8)& BB S #E 5 E
%) 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 Monetary Market Fund* (2 B & MI5EE) 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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FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Money Market Funds (continued)

Investment strategies of money market funds (continued)

Bosera Asset Management Company Limited

Bosera Hehui Money Market Fund (Bl & 2 E ¥ mig E ),
Bosera Cash Pot Money Market Fund (IR & B S EMHESD)
and Bosera Security Cash Pot Money Market Fund (8B 4MNRE
¥ Ti5 5 %) 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.

HwaBao Cash Pot Monetary Market Fund* (EEIR & EE TS E
#)’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* (FR 4 R IR
LEEEHIZES) s investment will be based on securing safety
and liquidity of assets as fundamental principles, striving on the
basis of full evaluation of factors such as domestic and foreign
macroeconomic trends 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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Management Discussion and Analysis

FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Money Market Funds (continued)

Investment strategies of money market funds (continued)

China Minsheng Banking Corp., Ltd. (continued)

China Southern TianTianLi Monetary Market Fund* (& /7 &< X Fll
& % T 15 & £) 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.

Harvest Monetary Market Fund* (2B E¥ mi5EE) 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.

Bank of Communications Co., Ltd.

HwaBao Cash Pot Monetary Market Fund* (EEIR & B S mIHE
#)’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.

o BILE W i B3 A

B e ()

BARBESEAESBABERZE
BEE (&)

E¥mSEES(H)

BT HSESHRERR (F)
PR RITIRIDER 2 7] ()

AARRNEETSESRABREERLNKR
BREE - EEFFRER  REREESFE
MERR IR R RBIERATR T - IREEDU

ﬁﬁo

= éﬁgmiﬁﬁﬁxﬂﬁﬁﬁf&ﬁ,ﬁ&ﬂhﬁ(IE
ﬂ$7J<ﬂ? BERRE IW%FMTE

CEBHEE  EXKE - BEREMS
7F'J*“7J<31&E E)  OREEF HAE’JTU%,HH
R (R/H2)FLLBI oM - AESIEEHE
ENRBERB(EZRE  FHERS
RGN BEBREEREREN - BEERH
B FRERER) REMAGTEEREEN
BRELD - ARSREBEFNERFRLER
RS - ORTEAEE B R AR

RBIRTTRIDBR L A]

%%ﬁ‘ﬁ%;%m%ﬁﬁmhﬁﬁﬁﬁkﬁ( )R
RIARCERERE NN EEHBY - HER
éiﬂ/\ﬁiﬁﬂﬁﬂ @EmEREHEAFHAH
BRI - T EEERE MRS - RE
UERERER BEHEHERE  QMAERR
BMAOMIDENTE - BLEASRKERRNER
HAEE  GRABEDMH  RBEREREL
HMEREES L MaReEeEE ke
REZERBMNXZE HiEERRENK

S
&
= °

Annual Report 2020 ¢ — & — FBFF 29



i

Management Discussion and Analysis

o BLLE W i B3 A

FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Money Market Funds (continued)

Investment strategies of money market funds (continued)

Bank of Communications Co., Ltd. (continued)

Aegon-Industrial Monetary Market Securities Investment Fund* (£
2 EEMISEAREESD) 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 a remaining term of within 397 days (including
397 days), central bank notes with a term of within 1 year
(including 1 year), bond repurchases with a term of 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.

China Southern TianTianLi Monetary Market Fund* (& /5 & X Fll
g ¥ 15 & §) 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.

ZhongRong Fund Management Company Limited
ZhongRong Cash Zengli Monetary Market Fund* (7 g% 1% < & |

g & 35 B &) 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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Management Discussion and Analysis

FINANCIAL REVIEW (continuea)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Money Market Funds (continued)

Investment strategies of money market funds (continued)

China Southern Asset Management Company Limited

China Southern TianTianLi Monetary Market Fund* (5 77 & X |
B ¥ W %5 & €) 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.

Aegon-Industrial Fund Management Company Limited

Aegon-Industrial Monetary Market Securities Investment Fund* (£
2 EMBMISFHLEE D) 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 a remaining term of within 397 days (including
397 days), central bank notes with a term of within 1 year
(including 1 year), bond repurchases with a term of 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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FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Money Market Funds (continued)

Investment strategies of money market funds (continued)
HwaBao WP Fund Management Company Limited

HwaBao Cash Pot Monetary Market Fund* (2 EIR S EE ¥ M HE
#)’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.

E Fund Management Co., Ltd.

E Fund Cash Enhance Income Money Market Fund (5 7 iZR &
BFEEMIFES) and E Fund Day Wealth Management Money
Market Fund (£ 75 # X X320 B ¥ M5 E $) utilise 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, they strive to achieve investment returns higher than the
performance benchmark. Their 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 a remaining term of within 397 days (including 397 days), as
well as other monetary market instruments with good liquidity
approved by the related laws and regulations, the China Securities
Regulatory Commission and the People’s Bank of China.
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Management Discussion and Analysis

FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Money Market Funds (continued)

Investment strategies of money market funds (continued)
HFT Investment Management Co., Ltd.

HFT TianYi Money Market Fund* (8 E B A= EB M E D)
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 investments cover 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 a remaining
term of within 397 days (including 397 days); and (4) other
monetary market instruments with good liquidity approved by the
China Securities Regulatory Commission and the People’s Bank
of China.

China Merchants Bank

Aegon-Industrial Monetary Market Securities Investment Fund* (£
2 EEMISBE AR EESD) 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 a remaining term of within 397 days (including
397 days), central bank notes with a term of within 1 year
(including 1 year), bond repurchases with a term of 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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FINANCIAL REVIEW (continued)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Money Market Funds (continued)

Investment strategies of money market funds (continued)

China Merchants Bank (continued)

SR e

China Universal Money Market Fund* ([ /" & & % m 15 & &)
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 adding for investors
through professional liquidity management. It invests in financial
instruments allowed for investment under the related laws 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 a remaining term of 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.

Minsheng Royal Fund Management Co., Ltd.
Minsheng JiaYin Cash Pot Monetary Market Fund* (IR 4 pn iR 3R

SEEBMIHES) s investment will be 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 trends as well as monetary fiscal policy changes
etc., it scientifically forecasts future interest rate trends 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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Management Discussion and Analysis

FINANCIAL REVIEW (continuea)

Financial Assets at Fair Value Through Profit or Loss
(continued)

Money Market Funds (continued)

Investment strategies of money market funds (continued)
HuaAn Fund Management Co., Ltd.

HuaAn Cash Pot Money Market Fund* FEZ IR B EE TS ESD)
determines the allocation ratios of different kinds of money market
instruments and carries out active portfolio management
according to market situation and capacity of investable varieties,
on the basis of rigorous in-depth research analysis,
comprehensively considering macroeconomic situation, market
funds directions, credit ratings of debentures, credit quality of
agreement deposits counterparties and the return rate of each
type of the assets, etc.. On the basis of safeguarding fund asset’s
security and liquidity, it strives to create stable return for investors.
The fund invests in financial instruments allowed for investment
under the related laws 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 a remaining
term of 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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