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Financial Highlights

Accounting data and financial indicators set out herein are prepared in accordance with IFRS

PRINCIPAL ACCOUNTING DATA AND FINANCIAL INDICATORS

Variance in
comparison with

Six months Six months  the corresponding
ended 30 June ended 30 June  period of last year
2022 2021 (%)

Operating results (RMB’000)

Total revenue, gains and other income 1,945,197 1,666,923 16.69
Profit before income tax 545,652 508,644 7.28
Interim profit — attributable to the Company’s Shareholders 437,237 378,997 15.37
Net cash used in operating activities -1,761,497 -3,233,015 N/A

Earnings per share (RMB/share)
Basic earnings per share 0.15 0.16 -6.25
Diluted earnings per share 0.15 0.16 -6.25

Profitability index

— Returns on net assets ™" (%) 2.63 3.52  Decreased by 0.89
percentage point

Variance in
As of As of comparison with

30 June 31 December the end of
2022 2021 last year (%)

Scale indicators (RMB’000)

Total assets 78,681,770 65,939,239 19.32
Total liabilities 62,121,893 49,558,170 25.35
Accounts payable to brokerage clients 12,539,002 11,182,579 12.13
Equity attributable to the Company’s Shareholders 16,559,877 16,381,069 1.09
Share capital (‘000 shares) 2,831,773 2,831,773 0.00

Net asset value per share attributable to the Company’s
Shareholders (RMB/share) 5.85 5.78 1.21

Gearing ratio M2 (%) 74.96 70.08  Increased by 4.88
percentage points

Notes:

1. Prepared in accordance with the relevant requirements of the “Compilation Rules for Information Disclosures by Companies that Offer Securities to the
Public (No. 09) — Calculations and disclosures for the returns on net assets and earnings per share” (as amended in 2010) issued by the CSRC.

2. Gearing ratio = (total liabilities — accounts payable to brokerage clients)/(total assets — accounts payable to brokerage clients).
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Financial Highlights
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Management Discussion and Analysis

ECONOMIC ENVIRONMENT AND MARKET CONDITIONS
DURING THE REPORTING PERIOD'

In the first half of 2022, the conflict between Russia and Ukraine dragged down global economic recovery, while the
impact of the epidemic and global supply chain on the global economy has not completely subsided. Currently, with
the inflation rate in many countries hitting a new high over many years, the risks to the overall economic has risen
significantly. According to the latest World Economic Outlook report released by the IMF in April 2022, the global
economic growth in 2022 is expected to be 3.6%, down by 0.8 percentage point as compared to the forecast in
January. Indeed, the medium-term outlook was downgraded for almost all country groups, except for commodity
exporters that benefited from soaring energy and food prices. Under the circumstances, it will take longer time for
advanced economies to return to their pre-epidemic levels in total output; while greater challenges will be brought
to the growth in emerging market and developing economies. In addition, with inflation rising in 2022, many central
banks have tightened monetary policy. The pace of Federal Reserve’s rate hike and balance-sheet reduction has been
further clear. The rapid rate hike by the Federal Reserve may have a greater impact on global risk preference, monetary

policies of various countries and global asset pricing.

China’s economy experienced a relatively stable start in the first quarter of 2022. However, in March, especially
since the second quarter, owing to multiple factors such as the unexpected spread of the epidemic in Shenzhen,
Shanghai and other places, China’s economic growth once saw significant decline. At the end of April, “It's necessary
to intensify the adjustment of macro policies” and “Efforts shall be made to achieve the targets set for economic
and social development for the year” was announced at the meeting of the Political Bureau. Thereafter, a number of
macroeconomic policies, including interest rate cuts, continued to introduce to stabilize the economic performance. In
addition, with the epidemic gradually under control, a number of macroeconomic indicators have improved recently.
Looking forward into the second half year, although China’s economy still has a certain momentum of recovery, the
slowdown in global economic growth, the Federal Reserve’s rate hike, the possible resurgence of the epidemic and

other factors may mean that achieving the policy goal of “steady growth” in the second half year remains challenging.

High-quality development is the main theme of the economic development of China in future. The Fifth Plenary Session
of the 19th Central Committee of the Party proposed to “persistently focus on the development of the economy on
the real economy, unswervingly build China into a strong manufacturing powerhouse, a quality powerhouse, a cyber
powerhouse and a digital China, promote the level of its industrial foundation and the modernization of the industrial
chain and enhance the economic quality and efficiency and core competitiveness”. Under this background, high-end
manufacturing industries, led by semiconductor chips, bio-pharmaceuticals, artificial intelligence and other industries,

will become the main driving forces for future economic development.

Unless otherwise stated, the relevant data in this section (Economic environment and market conditions during the Reporting Period) all come from Wind
Information (if the statisticians revise the data subsequently, then there may be a minor deviation with the extracted value).
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Management Discussion and Analysis

With the new economic concepts of China’s economy replacing the old and the transformation of its development
model, equity assets are expected to usher in a golden age. Residents’ wealth deployment will be more targeted to the
capital market, and the development trend of Pan-wealth management has been established. Against this background,
the securities industry has also seen a new development momentum. The main licensed businesses of securities
companies have basically formed a consensus on transformation: from channel-type investment banking to industrial-
type investment banking, using industrial thinking to promote corporate capital operations; from brokerage business
to wealth management, to meet the growing needs of customers for investment and wealth inheritance; from channel
asset management to active management, giving play to the function of value discovery; and from self-operating mode

to transaction intermediary, to become a supplier of market liquidity and solutions.

From the perspective of the competitive layout of the securities industry, affected by the homogeneity of business
models, the concentration of securities industry in China is currently relatively fragmented as compare to the more
developed markets. In 2021, the total realized profits of the top 3 companies accounted for 23% of the entire industry,
but industry concentration is gradually increasing. As the leading securities companies have strong capital strength,
solid customer base, and professional manpower team, their relative competitive advantages are becoming more and
more obvious. The entire industry layout has shown an oligarchic situation in which leading companies are becoming
stronger and stronger, and competitive pressure for small and medium-sized securities brokers may be further

increased.

However, the reform of the registration system is expected to bring more business opportunities. Under the registration
system, the IPO review speed is accelerated, the expansion of capital market scale is boosted, and the investment
banking business shows an overall growth trend, which also brings more direct investment and follow-up investment
business opportunities for securities companies. As a regional securities broker, we expect to benefit more from the
registration system reform. Since the implementation of the registration system, a large proportion of incremental
projects have come from small and medium-sized technology companies, and such projects are usually undertaken
by small and medium-sized securities brokers with regional characteristics. At the same time, the integration of the
Yangtze River Delta has been escalated to a top national strategy, local securities brokers are expected to gain more

business opportunities in participating in and serving the integration construction of the Yangtze River Delta.
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Management Discussion and Analysis

GENERAL OPERATING SITUATION

As of 30 June 2022, total assets of the Group were RMB78.682 billion, representing an increase of 19.32% as
compared to 31 December 2021; and equity attributable to Shareholders of the Company was RMB16.56 billion,
representing an increase of 1.09% as compared to 31 December 2021. During the Reporting Period, the Group
achieved total revenue, gains and other income amounting to RMB1.945 billion, representing a year-on-year increase of
16.69%; and net profit attributable to Shareholders of the Company was RMB437 million, representing a year-on-year
increase of 15.37%.

The revenue generated from the brokerage and wealth management business was RMB525 million, representing a
year-on-year increase of 8.12%; the revenue generated from the investment banking business was RMB272 million,
representing a year-on-year increase of 30.29%; the revenue generated from the asset management and investment
business was RMB101 million, representing a year-on-year decrease of 6.06%; the revenue generated from the credit
transaction business was RMB368 million, representing a year-on-year increase of 7.99%; and the revenue generated
from the proprietary trading business was RMB561 million, representing a year-on-year increase of 19.88%.

ANALYSIS OF PRINCIPAL BUSINESS

The businesses of the Group can be categorized into five segments, including brokerage and wealth management
business, investment banking business, asset management and investment business, credit transaction business and
proprietary trading business.

(1) Brokerage and Wealth Management Business
Market Environment

In the first half of 2022, according to the information of the Shanghai and Shenzhen Stock Exchanges, the
trading volume of stocks and funds in the Shanghai and Shenzhen markets was RMB124.56 ftrillion, and the
average daily turnover of stocks and funds was RMB1,064.6 billion, representing a year-on-year increase of
8.55%. During the Reporting Period, the SSE Composite Index fell by 6.63% and the SZSE Component Index
dropped 13.20%.

GUOLIAN SECURITIES CO., LTD. Interim Report 2022
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Management Discussion and Analysis

Actions and Achievements

During the Reporting Period, the Company adhered to put customer demand as its focus, constantly innovated
business models, optimized product evaluation system and asset deployment services system, and accelerated
the transformation to wealth management business. The major measures include: continuously expanding the
fund investment advisory team, improving investment advisory service capabilities and increasing the scale of
fund investment advisory both internally and externally by consolidating the foundation internally and expanding
cooperation channels externally; continuously improving product system to meet the multi-level wealth
management needs of the clients; developing a high-net-worth client service system to meet the deployment
needs of high-net-worth clients through high-end customized series products; sorting out and integrating
corporate resources and enhancing comprehensive service capabilities for private equity fund business of the
Company; making greater efforts to explore and serve the enterprises, governments and equity investment
funds in the region, further exploring customer needs, and strengthening the interaction and coordination

between wealth management business and various business lines of the Company.

In the first half of 2022, the net income from agency sales of securities business of the Company was RMB215
million, representing a year-on-year increase of 7.24%. During the Reporting Period, the transaction volume
from the agency sales of securities of the Company (stocks and funds) was RMB1,262.258 billion, representing
an increase of 19.52% as compared to the same period of last year, with a market share of 0.51%, representing
a year-on-year increase of 10.87%. As at the end of the Reporting Period, our total number of customers was

1,485,900, representing a year-on-year increase of 10.79%.

During the Reporting Period, sales volume of financial products of the Company amounted to RMB21.626
billion, representing a year-on-year increase of 2.50%. Among which, sales volume of self-developed asset
management products amounted to RMB6.102 billion, representing a year-on-year decrease of 44.23%. Sales
volume of securities investment fund products amounted to RMB10.852 billion, representing a year-on-year
increase of 67.86%. Sales volume of third-party trust products amounted to RMB969 million, representing a
year-on-year decrease of 53.59%. Sales volume of other financial products amounted to RMB3.706 billion,

representing a year-on-year increase of 130.62%.

During the Reporting Period, despite affected by market fluctuations, the Company continued to promote fund
investment advisory business through investor education, staff training, system construction optimization and
innovative cooperation model, so as to expand business scale and better serve general customers. As of the
end of the Reporting Period, the total number of contracted accounts for fund investment advisory business of

the Company was 201.7 thousand, and the asset scale of authorized accounts was RMB7.413 billion.
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Management Discussion and Analysis

Outlook in the Second Half of 2022

In the second half of 2022, the Company will further improve its customer coverage and service system
for “Small and medium-sized Businesses, Large Customers” to provide strong support for the Pan-wealth
management transformation. The Company will try to promote the distributed investment advisory service
model to solve the problems of customer stickiness and investor education. With the “General Direction 50” and
high-end customization as the starting point, the Company will guide the clients to deploy equity products and
expand the sales scale of equity products. The Company will vigorously explore institutional clients of private
equity by making full use of existing resources. The Company will strengthen the interaction with the Company’s
various business lines, aiming to make the wealth line become the central link of business chain and play the
role of actively introducing full-cycle service opportunities for enterprises.

Investment Banking Business

The Company engaged in the investment banking business through Hua Ying Securities, its wholly-owned
subsidiary. Specifically, it mainly includes equity financing business, bond financing business, financial advisory
business and NEEQ business.

1. Equity Financing Business
Market Environment

In the first half of 2022, the overall pace of issuance in the Shanghai and Shenzhen A-share markets
fell back. A total of 368 equity financing projects were completed, representing a decrease of 204
as compared with the same period of last year, with total financing amount of RMB675.330 billion,
representing a year-on-year decrease of 7.50%. Among which, the number of IPO and private
placement projects declined significantly. In the first half year, 176 IPO projects were completed,
representing a decrease of 90 as compared with the same period of last year, with the financing amount
of RMB260.186 billion, representing an increase of 19.02% as compared with the same period of last
year; 115 private placement projects were completed, significantly decreased by 110 year-on-year, with
the financing amount of RMB224.251 billion, representing a year-on-year decrease of 32.25%.

Actions and Achievements

In the first half of 2022, Hua Ying Securities completed 1 IPO project with an underwriting amount of
RMB1.038 billion, ranking 29th in the industry in terms of underwriting amount of IPO. Under the market
situation where the number of IPO and refinancing issuances both declined sharply, the Company made
every effort to promote the equity business and continued to increase the reserve of equity projects. As
of the end of the Reporting Period, 1 IPO project already obtained approvals and was pending issuance,
8 equity projects with applications under review (including 5 IPO projects and 3 refinancing projects) and
12 tutoring projects, and the equity business had achieved a healthy synergy. In addition, the Company
seized the historical opportunity of the Beijing Stock Exchange and the reform of comprehensive
registration system, and strived to promote the equity business to a new level.
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Management Discussion and Analysis

The table below shows the details of equity underwriting and sponsorship business in the first half of
2022:

First half of 2022 First half of 2021
Underwriting Number of Underwriting Number of
amount issuances amount issuances
(In RMB100 (In RMB100

million) million)

Initial public offering 10.38 1 0 0

Refinancing issuance 0 0 28.37 2

Others 0 0 0 0

Total 10.38 1 28.37 2
Note: The above equity projects include lead underwriting and joint lead underwriting.

Outlook in the Second Half of 2022

In the second half of 2022, Hua Ying Securities will vigorously promote the issuance and listing of equity
projects that have obtained approvals and several declared equity projects to ensure the revenue of
key projects is realized as scheduled. It will develop high-quality IPO clients with “investment banking
+ investment” as the starting point, and continue to expand the scale of equity business, especially
the reserve of IPO business in Wuxi region. It will provide better services for listed companies and
their shareholders, and strengthen the business of listed companies. It will strengthen comprehensive
financial services for existing customers, and deeply explore business opportunities. It will seize the
historical opportunity of the Beijing Stock Exchange and the reform of comprehensive registration

system, and give play to the important role of finance in serving the real economy.
2. Bond Financing Business
Market Environment

In the first half of 2022, the growth rate of bond issuance slowed down as compared with previous
years. There was 24,746 bond projects in total, representing a decrease of 1,366 as compared with the
same period of last year, with a total size of bond issuance of RMB31.51 trillion, representing a year-on-
year increase of 6.55%. Among which, 280 enterprise bonds were issued, representing an increase of
50 as compared with the same period of last year, with an issuance size of RMB216.677 billion, basically
the same as the same period of last year. 1,734 corporate bonds were issued, representing a decrease
of 200 as compared with the same period of last year, with an issuance size of RMB1,514.434 billion,

representing a decrease of 9.13% as compared with the same period of last year.
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Management Discussion and Analysis

Actions and Achievements

In the first half of 2022, the bond market was still in a state of fierce competition. The bond business of
Hua Ying Securities was striving for progress and proactively innovating. It completed a total of 45 bond
lead underwriting (including joint lead underwriting) projects and 17 government bond sub-underwriting
projects, with a total underwriting amount of RMB20.718 billion. In terms of project reserves, as of the
end of the Reporting Period, Hua Ying Securities had 42 projects which had already obtained approvals
and were pending issuance, and 30 projects with applications under review. In addition, Hua Ying
Securities actively developed high-quality clients such as central enterprises and large local state-owned
enterprises by intensifying the in-depth exploration of the financing needs of core clients, and focused
on special services such as green bonds and rural revitalization bonds, so as to strive to break through

the intensively competitive bond market.
The table below showed the details of bonds underwriting business in the first half of 2022:

First half of 2022 First half of 2021

Amount of Number of Amount of Number of

underwriting issuances underwriting issuances
(In RMB100 (In RMB100

million) million)

Enterprise bonds 10.00 1 0 0
Corporate bonds 187.08 43 141.11 30
Financial bonds 2.00 1 55.00 6
Local government bonds 8.10 17 12.02 32
Others 0 0 2.50 1
Total 207.18 62 210.63 69

Note: The above bonds projects include lead underwriting, joint lead underwriting and sub-underwriting.

Outlook in the Second Half of 2022

In the second half of 2022, Hua Ying Securities will continue to increase the reserve of bond projects
and improve the professional capabilities of bond services. It will focus on expanding the bond sales

networks and enhance bond sales capabilities. It will increase bond innovation projects, focus on

national strategic varieties and strengthen service characteristics.

GUOLIAN SECURITIES CO., LTD. Interim Report 2022

11



12

Management Discussion and Analysis

Financial Advisory Business

Market Environment

In the first half of 2022, the number of announced transactions in China’s mergers and acquisitions and
restructuring market (excluding overseas mergers and acquisitions) was 4,183, with a transaction value
of RMB963.452 billion, representing a decrease of 27.40% as compared with the same period of last
year. The number of completed transactions was 1,904, with a transaction value of RMB215.831 billion,

representing a decrease of 58.90% as compared with the same period of last year.

Actions and Achievements

With the full promotion of the registration system and other factors, the activity of mergers and
acquisitions market has declined. Hua Ying Securities provided high-quality comprehensive services
to clients by strengthening business synergy. In the first half of 2022, a total of 21 financial advisory

projects (excluding NEEQ) were completed.

Outlook in the Second Half of 2022

In the second half of 2022, Hua Ying Securities will adhere to customer-focused measures and do a
good job in core customer service. It will make active deployment, promote the development of mergers
and acquisitions and restructuring business by expanding the scale of the refinancing business to further

improve the comprehensive service capabilities of mergers and acquisitions.

NEEQ Business

Market Environment

As at the end of the first half of 2022, the number of enterprises listed on NEEQ was 6,720, with a total
market capitalization of RMB1,834.547 billion. The total trading volume on the NEEQ market amounted
to RMB29.019 billion, and total funds raised from the issuance of shares amounted to RMB12.664
billion. As at the end of the Reporting Period, the NEEQ component index decreased by 11.87% as
compared with that of the end of 2021. The NEEQ market making component index decreased by
15.07% as compared with that of the end of 2021.
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Management Discussion and Analysis

Actions and Achievements

In the first half of 2022, Hua Ying Securities completed 1 NEEQ listing business, 3 NEEQ private
placements business, 1 NEEQ mergers and acquisitions and restructuring business, and continued to

supervise 95 companies.
Outlook in the Second Half of 2022

In the second half of 2022, Hua Ying Securities will operate on the basis of expanding client coverage,
continue to improve the business management system and market development system of NEEQ
with value identification and actualization as the core, to promote the listing business, complete daily
supervision, and drive the development of other relevant business and provide quality NEEQ integrated

services for customers to create good returns.
(1)  Asset Management and Investment Business
1. Asset Management Business
Market Environment

In 2022, the new asset management regulations officially and comprehensively touched down. The
asset management industry further returned to the origin of active management, broke rigid payment
and fully opened the era of net worth and standardization. At the same time, the transformation of asset
management business of securities brokers accelerated. A number of securities brokers actively set
up asset management subsidiaries, applied for the qualification for public offering fund management
business, and accelerated the layout of the public offering track, so as to seek differentiated

development and boost high-quality development.
Actions and Achievements

In the first half of 2022, for asset management business, the Company based on strengthening its active
management capabilities and focused on customer needs, improved the professional investment and
research system, optimized product creation capabilities, channel marketing capabilities and compliance
risk control efficiency. The Company continuously strengthened development of institutional customer,
effectively promoted channel agency sales and institutional customization, and provided clients full
life cycle and full business chain comprehensive financial service solutions through professional asset
deployment and underlying asset evaluation services. The operation of public offering products achieved

initial results, and product performance and market influence were significantly improved.
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Management Discussion and Analysis

As of the end of the Reporting Period, the entrusted funds of the asset management business of the
Company amounted to RMB103.972 billion, representing a year-on-year increase of 35.11%. Operating

income amounted to RMB73.186 million, representing a year-on-year increase of 34.31%.

Among which, 4 were public offered funds (including large-scale fund collections), with an asset size of
RMB5.884 billion; 71 were Collective Asset Management Schemes, with an asset size of RMB13.130

billion; 145 were Single Asset Management Schemes, with an asset size of RMB48.785 billion; 34 were

Specialized Asset Management Schemes, with an asset size of RMB36.172 billion.

Size of asset management Operating income'
(In RMB100 million) (In RMB ten thousand)
End of End of
the first half the first half First half First half

Category of 2022 of 2021 of 2022 of 2021
Public Offered Funds 58.84 - 752.01 -
Collective Asset Management

Scheme 131.30 95.76 2,728.96 1,894.63
Single Asset Management

Scheme 487.85 517.04 2,390.68 2,366.78
Specialized Asset

Management Scheme 361.72 156.76 1,446.95 1,187.61
Total 1,039.72 769.56 7,318.60 5,449.02

Note 1:  According to the standards of SAC.
Outlook in the Second Half of 2022

In the second half of 2022, the Company will continue to focus on the interests of investors, and
improve the three core capabilities of the asset management business, namely asset deployment
capabilities, product coverage and evaluation and risk control of products. Centering on the “General
Direction 50” system, the Company will build a multi-strategy product pool integrating public and private
placements, and promote dual-wheel driver of flexible asset deployment + “general direction” product
deployment to fully meet the changing needs of customers with differentiated product deployment.
The Company will actively promote the establishment of asset management subsidiaries, continue to
optimize product structure, solidly build investment and research strength, steadily improve operational
standards and build a financial technology platform, and effectively improve the ability to serve the real

economy and manage residents’ wealth.
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Management Discussion and Analysis

Private Equity Investment Business

The Company is engaged in private equity investment business through the equity investment fund

under its wholly-owned subsidiary, Guolian Capital.
Market Environment

In the first half of 2022, the domestic private equity investment market continued its recovery trend, and
the scale of government-guided funds was further increased with obvious effect of policy guidance. In
terms of industries, popular sectors such as IT and informatization, manufacturing, medical treatment
and health still maintain a favourable sentiment towards investments, and the favourable sentiment

towards energy, consumption and other topics was increasingly enhanced.
Actions and Achievements

In the first half of 2022, by focusing on the capacity development of “fundraising, investment,
management and withdrawal”, Guolian Capital further explored key industries, and made greater efforts
to the exploration of high-quality projects. It also strengthened its business synergy through continuous
strengthening of internal compliance management. As at the end of the Reporting Period, Guolian

Capital had 10 subsisting filing funds, with a subsisting management scale of RMB3.266 billion.
Outlook in the Second Half of 2022

In the second half of 2022, by taking national policies as the direction, Guolian Capital will continue
to serve the real economy, practice national strategies, and focus on sectors encouraged by national
policies. In addition, it will give full play to the aggregate functionality of financial resources, and adhere
to the development concept of paying equal attention to management scale and investment benefits
to enlarge and strengthen fund management size. It will continue to accomplish the investment
management service works for established funds, improve post-investment management and risk
control, strengthen system support and internal team building, and improve team members allocation. It
will also strengthen forward-looking layout, and promote QDLP and QFLP qualifications applications and

fund establishment according to policy guidance as well as window guidance.
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Management Discussion and Analysis

(IV) Credit Transaction Business

1.

Margin Financing and Securities Lending Business

Market Environment

In the first half of 2022, the balance of margin financing and securities lending in Shanghai and
Shenzhen stock markets showed frequent fluctuations. As of the end of the Reporting Period, the
total balance of margin financing and securities lending amounted to RMB1,603.331 billion, of which
the balance of margin financing was RMB1,509.769 billion and the balance of securities lending was
RMB93.562 billion, representing a decrease of 12.49% as compared with the balance of margin
financing and securities lending of RMB1,832.191 billion at the end of December 2021.

Actions and Achievements

During the Reporting Period, the Company strengthened the business training and service support for
branches through a combination of offline and online models, and promoted the development of its
proprietary securities pool through enhancing internal coordination to meet the securities lending needs
of high-net-worth clients. It also emphasized the risk control management through accelerating the
construction of intelligent risk models for guaranteed securities and underlying securities, strengthened

pre-warning risk alert and measures, and conducted stress tests to avoid the occurrence of risk events.

As at the end of the Reporting Period, the total number of credit accounts of clients was 24,645,
representing a year-on-year increase of 4.67%. The total credit amount of margin financing and
securities lending of clients was RMB67.520 billion, representing a year-on-year increase of 9.01%. The
closing balance of margin financing and securities lending was RMB9.438 billion, representing a year-
on-year decrease of 6.85%. Interest income from margin financing and securities lending business was

RMB286 million, representing a year-on-year increase of 0.70%.

GUOLIAN SECURITIES CO., LTD. Interim Report 2022



Management Discussion and Analysis

Outlook in the Second Half of 2022

In the second half of 2022, by centering on its wealth management transformation and development
philosophy, the Company will strengthen the analysis of the diversified needs of the market customers
base with the objective of improving the business scale of margin financing and securities lending, so
as to provide customers with more targeted business services and support. Through actively boosting
the development of high-net-worth clients such as private placement, enterprises and institutions, the
Company will meet their business needs under the condition of controllable risk. It will also strengthen
the interaction and cooperation within the Company, and jointly promote the scale of margin financing

and securities lending through multi-dimensional services.
Stock Pledged Repurchase Business
Market Environment

Currently, the stock pledged repurchase business of Shanghai Stock Exchange and Shenzhen Stock
Exchange are running smoothly. The overall business scale of the market maintains a gradual declining
trend, and the default risk faced has been marginally improved. Currently, the polarisation is more
obvious, and the new businesses mainly concentrate on high-quality companies with better profitability.
However, the formation of stock pledged business risks is affected by a variety of factors and the
prevention and resolution of stock pledged risks will take a long period of time and is complicated.
A cautious attitude still needs to be maintained and credit risk management still needs to be further

strengthened for self-funded stock pledged business.
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Actions and Achievements

During the Reporting Period, the Company further clarified the development strategies of the stock
pledged repurchase business according to market conditions, and conducted the stock pledged
repurchase business under the premise of strictly controlling business risks. The stock pledged
repurchase business achieved stable development. As of the end of the Reporting Period, the principal
balance of stock pledged repurchase business of the Company was RMB3.744 billion, representing a
decrease of 1.86% as compared with RMB3.815 billion as at the end of 2021. Of which, the balance of
investment (on-balance sheet) stock pledged repurchase business was RMB2.014 billion, representing
a decrease of 12.01% as compared with RMB2.289 billion as at the end of 2021, with an average
performance guarantee ratio of 318.86%. The balance of management (off-balance sheet) stock
pledged repurchase business was RMB1.730 billion, representing an increase of 13.37% as compared
with RMB1.526 billion as at the end of 2021, with an average performance guarantee ratio of 363.43%.
In addition, as of the end of the Reporting Period, the Company raised RMB443 million from the

business of financing-oriented option exercise.
Outlook in the Second Half of 2022

In the second half of 2022, the Company will continue to do a good job in the credit risk control of stock
pledged repurchase business and carefully select high-quality projects to prudently carry out incremental
business; enhance the market analysis, project research and system development of financing-oriented
option exercise business; diversify the development of stock pledged business, and give full play to
the role of stock pledged comprehensive financial instruments. On the basis of the traditional model
of its original self-funded stock pledge business, customize comprehensive investment and financing
programs, and expand multi-dimensional service business by comprehensively focusing on actual needs

of customers such as the substantial shareholders and senior management of listed companies.
(V)  Proprietary Trading Business
Market Environment

In the first half of 2022, the stock market encountered three more apparent adjustments in January, March and
April, and the SSE Composite Index hit a new low since July 2020 due to various factors such as the further
impact of domestic epidemic, the outbreak of the Russian-Ukrainian war, the rise in commodity prices pushed
up prices, and the progress of the rate hikes imposed by the FED. Since then, stimulated by the domestic policy
of stabilizing growth, the market has shown a recovery in sentiment and valuation in the second quarter. The
sharp rise in industries represented by photovoltaics and new energy vehicles has led to a significant rebound in

the index.
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Under the resurging disturbance of the epidemic, the economic trend in the first half of 2022 was weak, and
the policy of stabilizing growth continued to exert force, monetary policy continued to be loosened, the policy
interest rate was lowered by 10BP in mid-January, the aggregate 5-year LPR interest rate was lowered by 20BP
in January and May, the deposit reserve ratio was lowered by 0.25 percentage point in April, and the repo rate
was stable at a low level. For fiscal policy, the tax rebate was incrementally expanded, and the issuance of local
special bonds was ahead of schedule. For industrial policy, many cities continued to relax their housing policies
to meet housing demand under the keynotes of “houses are for accommodation and not for speculation” and
“region-specific regulatory policies”. Against the above-mentioned economic and policy background, the trend
of bond vyields in the first half of 2022 was differentiated, interest rate bond yields fluctuated within a narrow
range under the influence of the epidemic and repeated economic expectations, and low and stable capital

prices drove credit bond yields downward.
Actions and Achievements

For equity proprietary trading business, the Company has all along been taking absolute return as its target and
adhering to its principle of value investment, adopted fundamental research as starting point, focused on under-
valued industries and companies or those had good growth potential, and developed the business steadily
while taking risks and returns into consideration. In the first half of 2022, the equity proprietary trading business
has effectively responded to the three rounds of adjustment since the first quarter and resisted the adverse
impact of the market through beforehand layout planning and timely adjustment of position types. At the same
time, it seized the rebound opportunities of some industries and individual stocks since the second quarter, and

achieved overall turnaround from loss to profit. The yield rate outperformed the CSI 300 index significantly.

For fixed income business, the Company has always adhered to the business philosophy of prudent investment
and customer demand as the core. Investment transactions achieved stable returns through flexible position
adjustment and duration control under the premise of strictly controlling credit risks. At the same time, the scale
of spot bond and repurchase transactions continued to increase, and market influence was enhanced. Capital
intermediary business expanded customer coverage, strengthened customer service capabilities, and promoted
in-depth business development in various segments of business operation. In addition, the Company actively
promoted the business application of exchanges and inter-bank market makers, improved the management

methods of credit risk mitigation tools, broadened the scope of business, and enhanced profitability.

For equity derivatives business, the Company is committed to meeting the individual investment needs of
customers, and the linked targets and income structures are increasingly enriched. Among which, the over-the-
counter derivatives business is running smoothly and has established a certain industry reputation. According
to the operating income ranking information of securities companies that based on counter-party transactions
between counters and institutional clients in 2021 released by SAC, the Company’s income ranking entered top
10 in the industry. At the same time, the Company actively explored diversified strategies and steadily promoted

the quantitative investment business.
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IV.

Outlook in the Second Half of 2022

For equity proprietary trading business, the Company will continue to reinforce the investment and research
system construction, strengthen market research and judgment, strengthen fundamental research, and develop
stock investment business steadily. Challenges and opportunities coexist in the domestic A-share market in the
second half year, and macroeconomic policies continue to be loosened to provide better liquidity for the market.
However, the sharp rebound in the index in May and June has fully reflected the restoration of expectations
and valuations, which pose more challenges for continuing rise in the short-run. In the second half year, it is
necessary to further verify the recovery of fundamentals and the control of inflation. In the second half of 2022,
the equity investment business of the Company will focus on the layout of medium and long-term opportunities
and further select growing individual stocks, supplemented with strategic investment models such as private
placement and convertible bonds, while flexibly using position adjustment, futures hedging and other methods

to achieve a balance between risks and returns, and carry out stock investment business steadily.

For fixed income business, the domestic and foreign macro environment is still complex and volatile in the
second half year. The Company will strengthen the depth of investment and research, enhance the market
research and judgment win rate, reinforce credit risk screening, enrich the types of strategies, actively grasp
the market trend to ensure steady growth in profitability through strictly implementing investment and trading
discipline and control of the risk of profit withdrawal. At the same time, the Company will further deepen the
fixed income feature of “seller”, actively promote the application for new business qualifications, seek business
opportunities in segmented markets, and improve the comprehensive capabilities of product creation and

design and customer service.

For equity derivatives business, the Company will continue to carry out business innovation, increase investment
and research investment, expand transaction scale, continuously improve the institutional transaction service

capabilities and product design capabilities of the Company, and improve the service ecosystem.

PROSPECTS AND FUTURE PLANS

Looking forward into the future, the Company will focus on further serving the real economy and strive to become
a customer-oriented investment bank that provides comprehensive financial solutions and an important investment
and financing arranger, transaction organizer, wealth manager and liquidity provider in local regional markets, thus

contributing to the economic and social development of Wuxi and Southern Jiangsu regions.
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In the second half year, the Company will continue to advance the achievement of the annual operating targets and
consolidate the foundation for sustainable development. Firstly, for the wealth management business, the Company will
explore a new model of public fund investment advisory business, and strive to improve investment advisory service
capabilities and digital operation capabilities to consolidate business leadership. Secondly, for the asset management
business, the Company will further give full play to the advantages of active management capabilities, and continue
to develop active management brands focusing on key products to improve the scale of active management. Thirdly,
for the investment banking business, the Company will strengthen the development of IPO projects, make efforts
to enhance the influence of the IPO business focusing on key industries and key regions, and maintain the steady
growth of the bonds underwriting business. Fourthly, for the financial market business, the Company will accelerate
the application for new business segment licenses, and, on such basis, further enrich the product and strategy system
to improve the customer service efficiency of financial institutions. Fifthly, the Company will strengthen the compliance
and risk vertical management covering all domestic and overseas subsidiaries, and maintain compliance and stable

operation.
LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL STRUCTURE

As of 30 June 2022, the equity attributable to the Company’s Shareholders was RMB16.56 billion, representing an
increase of 1.09% as compared with RMB16.381 billion at the end of 2021.

During the Reporting Period, the securities market became more volatile. The Group actively promoted business
transformation, enriched trading varieties and the total assets size increased by 19.32% as compared with the end of
last year, while the quality of assets and liquidity remained sound. Due to strong liquidity business nature of the Group,
the balance sheet mainly includes current assets and current liabilities. As at the end of the Reporting Period, cash
assets accounted for 18.60% of total assets; financial investment assets (including interests in associated companies
and financial assets investment, mainly investment in financial assets with strong liquidity) accounted for 59.35% of
total assets; financing assets (including margin accounts receivable and financial assets held under resale agreements)
accounted for 18.54% of total assets; and other property and equipment, intangible assets, right-of-use assets and
other operational assets accounted for 3.51% of total assets. The Group’s total self-owned assets (total assets less
accounts payable to brokerage clients) was RMB66.143 billion, representing an increase of RMB11.386 billion, or
20.79%, as compared with the end of 2021.
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VL.

VILI.

The gearing ratio of the Company increased slightly. As at the end of the Reporting Period, the self-owned gearing
ratio of the Group (both total assets and total liabilities less accounts payable to brokerage clients) was 74.96%,
representing an increase of 4.88 percentage points as compared with 70.08% at the end of 2021. The Group’s
operating leverage (total assets less accounts payable to brokerage clients divided by equity attributable to the
Company’s Shareholders) was 3.99 times, representing an increase as compared to the 3.34 times at the end of 2021.
The Group has developed stringent risk management measures for net capital and other risk control indicators. A
stress test will be conducted on the general liquidity and other financial indicators before making any material capital

investment.

The Group has met its operating capital requirements, maintained its liquidity and supplemented its net capital through
debt financing. Debt financing of the Company included the issuance of short-term financing bonds, subordinated
bonds, income certificates and refinancing, interbank borrowings as well as transfer of equity rights in margin financing

and securities lending so as to meet capital demands for business development through various channels.
ESTABLISHMENT OF BRANCHES

As at the end of the Reporting Period, the Company had 15 branch offices and 87 securities branches. During the
Reporting Period, the Company newly established Hainan Branch Office, Zhejiang Branch Office, Suzhou Nantiancheng
Road Securities Branch (&% /I #8 X Al B 5% 25 2 2 28) and Suzhou Zhongshan South Road Securities Branch (&x M &
LI ER 5 35 E 2 50), and de-registered Yixing Guangming West Road Securities Branch (B B ¢ BE 78 8 55 35 & % 1)
Yixing Hegiao Town Xiheng Street Securities Branch (B B 15 18 74 i& 155 %5 & 2£ 26) and Wuxi Mashan Meiliang Road
Securities Branch (15 5 U122 FEFE 2 0) .
(1 Major Investment Events

During the Reporting Period, the Company had no major external investment matters.
(I)  Major Financing Events

i Equity Financing

During the Reporting Period, the Company had no major equity financing matters.
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Debt Financing

In the first half of 2022, the cumulative additional debt financing amount of the Company (excluding
inter-bank borrowing transactions and issued floating-income type income certificates) was RMB6.759
billion, and the cumulative principal repayment of debt financing matured amounted to RMB5.650
billion. The remaining amount of outstanding debt financing of the Company as at 30 June 2022 was
RMB19.449 billion. There was an outstanding borrowing of US$6 million in respect of a wholly-owned

subsidiary in Hong Kong. The remaining amount of various indebtedness was as follows:

(1). The new public issuance of corporate bonds to professional investors was RMB3.1 billion,
with the principal of RMB1.5 billion repaid during the Reporting Period. The outstanding public

issuance of corporate bonds as at 30 June 2022 to professional investors was RMB9.1 billion,

the particulars of the remaining amounts were as follows:

Amount

(In RMB
Financing Projects ten thousand) Financing Date Maturity Date Term (Days)
Public issuance of 100,000 2021/3/15 2024/3/15 1,096
corporate bonds to 150,000 2021/5/12 2024/5/12 1,096
professional investors 150,000 2021/6/7 2023/6/7 730
100,000 2021/6/28 2024/6/28 1,096
100,000 2021/8/30 2024/8/30 1,096
100,000 2022/3/23 2027/3/23 1,826
100,000 2022/4/28 2027/4/28 1,826
110,000 2022/6/7 2025/6/7 1,096

2). The new issuing amount of privately issued corporate bonds was RMB1.0 billion during the

Reporting Period. The outstanding private issuance of corporate bonds as at 30 June 2022 was

RMB®6.8 billion, the particulars of the remaining amounts were as follows:

Amount

(In RMB
Financing Projects ten thousand) Financing Date Maturity Date Term (Days)
Private issuance of 80,000 2020/1/16 2023/1/16 1,096
corporate bonds 150,000 2020/3/11 2023/3/11 1,095
100,000 2020/10/15 2022/10/15 730
100,000 2021/9/22 2023/9/22 730
150,000 2021/11/22 2024/11/22 1,096
100,000 2022/1/24 2025/1/24 1,096
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@)

(4).

(5).

The private issuance of subordinated bonds, with the principal of RMB800 million repaid during

the Reporting Period. The outstanding privately issued subordinated bonds as at 30 June 2022

was RMB1.7 billion, the particulars of the remaining amounts were as follows:

Amount

(In RMB
Financing Projects ten thousand) Financing Date Maturity Date Term (Days)
Private issuance of 70,000 2020/3/5 2023/3/5 1,095
subordinated bonds 100,000 2020/11/26 2022/11/26 730

The new issuing amount of public issuance of subordinated bonds was RMB1.0 billion during the
Reporting Period. The outstanding public issuance of subordinated bonds as at 30 June 2022

was RMB1.0 billion, the particulars of the remaining amounts were as follows:

Amount
(In RMB

Financing Projects ten thousand) Financing Date Maturity Date Term (Days)

Public issuance of 100,000 2022/2/24 2025/2/24 1,096
subordinated bonds

The public issuance of short-term corporate bonds, with the principal of RMB2.0 billion repaid
during the Reporting Period, there was no outstanding public issuance of short-term corporate
bonds as at 30 June 2022;
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(6). The new issuing amounts of fixed-income type income certificates were RMB759 million, with
the principal of RMB450 million repaid during the Reporting Period. The remaining amount of the

outstanding fixed-income type income certificates as at 30 June 2022 was RMB399 million, the

particulars of the remaining amount were as follows:

Amount
(In RMB
Financing Projects ten thousand) Financing Date Maturity Date Term (Days)
Fixed-income type income 7,000.00 2022/1/11 2022/7/27 198
certificates 514.00 2022/5/31 2022/8/29 9
95.10  2022/6/2 2022/8/31 9
381.50 2022/6/2 2022/7/6 35
170.00 2022/6/7 2022/9/7 93
13,695.90 2022/6/10 2022/9/8 9
1,600.00 2022/6/10 2022/9/9 92
500.00 2022/6/10 2022/9/9 92
235.00 2022/6/10 2022/9/9 92
264.50 2022/6/10 2022/9/9 92
224.60 2022/6/10 2022/714 35
1,016.60 2022/6/15 2022/9/13 9
381.40 2022/6/17 2022/9/14 90
370.50 2022/6/21 2022/9/18 90
1,766.00 2022/6/22 2022/9/20 9
204.60 2022/6/24 2022/9/13 82
11,649.40  2022/6/30 2022/9/28 9

(7). The additional refinancing facilities were RMB900 million, with the principal of RMB900 million
repaid during the Reporting Period. The remaining amount of the outstanding refinancing facilities

as at 30 June 2022 was RMB450 million, the particulars of the remaining amount were as

follows:
Amount
(In RMB
Financing Projects ten thousand) Financing Date Maturity Date Term (Days)
Refinancing 15,000 2022/6/28 2022/9/27 91
30,000 2022/6/28 2022/9/27 91

VIll. MATERIAL ACQUISITION OR DISPOSAL OF ASSETS,
EXTERNAL GUARANTEE, MORTGAGE, PLEDGE AND
MATERIAL CONTINGENT LIABILITIES

During the Reporting Period, there was no material acquisition, disposal or replacement of assets and business
combination of the Company. During the Reporting Period, the Company did not record any major external guarantee,
mortgage, pledge, material contingent liabilities and other major off-balance-sheet items that may affect the Company’s

financial position and operating results.
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IX.

ISSUANCE OF SHARES AND USE OF PROCEEDS

As at the end of the Reporting Period, the Company had not issued shares and had no outstanding proceeds.

EMPLOYEES, REMUNERATION POLICIES AND TRAINING
PROGRAMS

As of 30 June 2022, the number of staff was 2,614 (including 201 brokers), of which the number of staff of parent

company was 2,171 (including 201 brokers).
During the Reporting Period, the Company’s remuneration policy and training programs were as follows:

Combined with the Company’s human resources management work and the Company’s development, the
Company completed the improvement of the measures in relation to performance appraisal management, rank and
compensation management to better assist business development. The Company has also completed the adjustment
of the Company’s headquarters staff’s fixed salary and branch staff's fixed salary in accordance with the Company’s
MD rank management measures and branch staff management measures, and based on the results of the 2021
employee appraisal, further implemented the rank compensation mechanism with clear rewards and punishments,
and strengthened the correlation between compensation and performance. In the second half year, the Company will
closely follow regulatory requirements to establish a sound and stable salary system according to the Company’s actual
situation, so as to further improve the salary incentive and restraint mechanism, and promote the Company’s sound

operation.

In order to adapt to the innovative development trend of the industry and talent cultivation, the Company continued to
improve and optimize the talent training system to constantly improve the comprehensive qualities of the Company’s
staff. In the first half year, the Company continued to organize various training activities based on the needs of business
development and the requirements for improvement of staff quality, including business lecture hall seminars covering
all staffs, new staffs training and morning star (BB £) training for newly recruited staffs, fund matching talent training
camp for front-line marketers, special training on business etiquette for customer service personnel, as well as self-
organized training and expatriate training for various business lines. In the second half year, on the basis of continuous
promotion of various training work, the Company will further strengthen the management of the Company’s various
departments and the training of potential talents. Combined with the business development priorities of the Company,
the Company will introduce high-quality training resources, organize the implementation of management capacities and
leadership training, and further explore the needs to carry out trainings for improvement of various professional skills,

and continue to cultivate valuable talents for the Company.
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Xl. Risk Management Overview

U

(I

General Description

Guided by development strategy, the Company has established a comprehensive risk management system
covering various businesses, various risks and the entire process and applied a variety of risk management
tools based on quantitative indicators to ensure the risks of the Company are controllable, measurable and
tolerable, so as to maximize the long-term value of the Company, and promote the formation of a sound risk
management culture within the Company, strengthen the risk management awareness to provide “secured
escort” for achieving the Company’s overall strategic objectives.

Risk Management Organizational Structure

The comprehensive risk management structure of the Company includes four levels: Board of Directors and
Risk Control Committee, senior management and Risk Management Committee, Risk Management Department
and other functional departments of risk management as well as risk management organizations set up within
the departments. The organizational structure of the Company’s risk management is shown in the following
chart:

Board of Directors
L Risk Control Committee

Senior management
(including chief risk officer)

Risk Management
Committee

Risk Management Department and
other functional departments of risk management

Holding subsidiaries
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Board of Directors and Risk Control Committee

The Board of Directors has the ultimate responsibility for the risk management of the Company. The
Board of Directors is mainly responsible for the following duties: advancing the construction of risk
culture; considering and approving the basic system of the comprehensive risk management of the
Company, and appointing chief risk officer; considering and approving major issues of the Company’s
risk management, such as risk preference, risk tolerance, significant risk limit and information disclosure;
reviewing and evaluating risk management reports and their implementation, etc. The Board of Directors
may delegate the Risk Control Committee set up under it to fulfill part of its function of comprehensive

risk management.

Senior Management (Including Chief Risk Officer) and Risk Management Committee

The senior management of the Company is responsible for organizing and implementing various works
in comprehensive risk management in the operation and management process, and mainly performs the

following duties:

(1) establish a risk management system and make timely adjustment;

2) establish and perfect the operation management structure for the Company’s comprehensive
risk management, clarify the duty allocation of risk management among various departments,
and establish a working mechanism that features effective checking and balance and good

coordination among the departments;

3) establish a complete information technology system and data quality control mechanism;
(4) establish a performance assessment system for all staff that covers the effectiveness of risk
management;

5) formulate the specific execution plans for risk management according to the risk preference,
risk tolerance extent and significant risk limit approved by the Board and ensure the effective
implementation of the plans; monitor the implementation, analyze reasons in a timely manner and

handle them according to the authorizations granted by the Board;

(6) regularly assess the overall risk of the Company and various types of material risk management

conditions, resolve problems that are found in risk management and report to the Board.
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The Company establishes a Risk Management Committee under the senior management, which
is responsible for the overall risk monitoring and management of the Company within the scope of
authorization of the Board and management, approving risk limits, and making decisions and approvals

for important matters involving risk management.

The Company establishes a chief risk officer who is a senior management member of the Company and

is appointed and removed by the Board. The main responsibilities of the chief risk officer include:
(1) organize and implement the overall risk management work of the Company;

2 review and approve the Company’s risk management plan and risk measurement methods,
models and indicators, and ensure that the risks undertaken do not exceed the established

limits;

3) organize the formulation of the Company’s internal risk management system and policies, and

evaluate major market, credit, liquidity and other risks;

(4) organize investigation and inquiry for hidden risks existing in business operation and
management activities; report major hidden risks discovered to the president of the Company in
a timely manner, and put forward rectification opinions to the person-in-charge of other relevant
departments; possesses the authority to report to the Board and its Risk Control Committee
or the chairman of the Supervisory Committee had the major hidden risks or the rectification of

hidden risks fails to meet the standards.
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Risk Management Department and Other Functional Departments of Risk Management

Other functional departments of risk management of the Company include: Compliance and Legal
Department, Financial and Accounting Department, Capital Operation Department, Information

Technology Headquarter, Operation Management Headquarter and Party Committee Office, etc.

The main responsibilities of the Risk Management Department and other functional departments of
risk management include: implementing laws, regulations and norms, formulating risk management
systems and procedures and submitting them to the Risk Management Committee of the Company
and the president’s office for review and approval; responsible for researching and developing various
risk management methods and tools, testing and evaluating the effectiveness of valuation and risk
measurement models, establishing risk management indicator system and pre-warning mechanism to
ensure that various risk management and control measures are appropriate and effective, and enable
various business operations to conform to legal norms and risk management policies of the Company;
evaluating the risks of new products and new businesses developed by the Company, designing risk
management process and control measures, and reviewing business system and process; taking
charge of the daily monitoring work of related risks, monitoring the compliance with the Company’s risk
management system, risk limit and authorized management system by relevant business departments
and branches, and recording monitoring situation; recording, reporting and disposing of risky behaviors
in a timely manner; conducting stress test and sensitivity analysis, and carrying out post-testing and
effectiveness assessments; providing independent risk management reports to the senior management

of the Company (including chief risk officer) and completing other risk management related work.

Risk Management Organizations Set Up by Business Departments, Branches and Subsidiaries of the

Company

The business departments, branches and subsidiaries undertake direct responsibility for risk
management. The person-in-charge of the business departments, branches and subsidiaries shall fully
understand and give due consideration to various risks related to business when making decisions,
and timely identify, assess, respond to and report related risks. Each department shall appoint special

personnel to assist in risk management works.
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Details of Major Risks Exposed to the Company’s Operation

1.

Market Risk

Market risk refers to the risk that may cause losses to the financial assets held by the Company resulting
from the adverse changes in market prices. The categories mainly include equity price risk, interest
rate risk, commodity price risk and exchange rate risk. The market risk of the Company mainly comes
from domestic and overseas investment businesses such as equity investment business, fixed income

business and equity derivatives business.

The Company has established a top-down market risk limit management system, which allocates
the overall risk limit of the Company to different business departments and business lines. Business
departments, with direct responsibility for market risks and as the frontline management personnel,
dynamically manage the business exposure and limit indicators. The Risk Management Department
independently conducts a comprehensive assessment, monitoring and management of the overall

market risk of the Company, and reports the results to the management of the Company.

The Company conducts comprehensive monitoring on market risks by calculating profit and losses,
exposure, basis points, duration, Greek letters and other indicators on a daily basis, and continuously
improves the VAR and stress test measurement mechanisms, so as to monitor and analyze the potential

losses of the Company.

Credit Risk

Credit risk refers to the risk that may cause losses due to the default of financiers, counter-parties
or issuers. The credit risk of the Company mainly arises from the following aspects: stock pledged
repurchase transactions, margin financing and securities lending and other financing businesses;
over-the-counter (“OTC”) derivative business, such as swaps, OTC option and forwards, credit
derivatives, etc.; bond investment transactions (including bond-related transactions such as spot bonds
transactions, bond repurchase transactions, bond forward transactions and bond lending business),
in which bonds include but not limited to treasury bonds, local bonds, financial bonds, government-
backed agency bonds, enterprise bonds and non-financial enterprises debt financing instruments,
corporate bonds, asset-backed securities, interbank certificates of deposit, non-standardized debt asset

investment, etc.
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The Company has assessed the credit ratings of counterparties or issuers through its internal credit
rating system, measured its risk with methods such as stress test and sensitivity analysis, and managed
credit risks by means of access and concentration. Meanwhile, the Company has established a credit
risk management system to conduct monitoring and analysis in a timely manner, keep track of the
changes in the credit risk qualifications of various businesses and transaction counterparties, carry out

pre-warning and reporting, and adjust its credit limits in a timely manner.

Liquidity Risk

Liquidity risk refers to the risk that the Company is unable to obtain sufficient fund in time at reasonable
costs for paying indebtedness when it falls due, performing other payment obligations and meeting
the funding needs of normal business operation. The rapid development of various businesses of the

Company exert higher requirements on liquidity.

To cope with and manage the liquidity risk effectively, the Company adopts the following measures:
(1) manage funding source, financing arrangement and funds allocation in a highly efficient manner; (2)
based on the business development plan, financial position and financing capacity of the Company, and
also taking into account of the liquidity risk and other related risks involved in the operation process,
reasonably determine the scale limit of each business; (3) conduct stress test when the utilization of
funds has reached the limit, and take appropriate measures to ensure that the scale exposure for each
business line falls within the safety range; (4) set up adequate liquidity reserve to ensure additional fund

source will be provided in emergency circumstances.

Operational Risk

Operational risk refers to the risk of losses resulting from inadequate or problematic internal procedures,
personnel and information technology systems, as well as external events. The Company continuously
optimizes the internal control mechanism, carries out targeted identification and effectiveness
assessment on operational risk, and standardizes business processes through new business
assessment, business process rationalizing and system review to prevent risks from occurring. It also
continuously collects and sorts out internal and external risk events to supplement operational risk
event database. Furthermore, the Company constantly strengthens behavior adequacy and normative
operation of staff from each position through various means, such as internal training, assessment and
enhances the risk awareness of employees through the promotion of risk control culture. It also improves
emergency risk management plan with regular drills to ensure the security of equipment, data and

system, thereby preventing the operational risk caused by information system failure.
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Compliance Risk

Compliance risk refers to the risk that the Company or its staff will be investigated for legal responsibility,
taken regulatory measures, taken disciplinary actions and suffered property losses or commercial

goodwill losses due to violation of laws, regulations and standards in operation management or practice.

The Company has established an effective and impeccable compliance risks management system and
compliance management and organization system. At the same time, the Company exerts an effective
and comprehensive control on compliance risks encountered by the Company in its business operation
by means of compliance monitoring, compliance inspection, compliance investigation, compliance

supervision and compliance training, etc.
Reputation Risk

Reputation risk refers to the risk of negative comments on the Company by investors, issuers, regulatory
bodies, self-regulatory organizations, the public and the media due to the Company’s operations or
external events and its employees’ violation of integrity regulations, professional ethics, business norms,
industrial standards and regulations and other related behaviors, thereby damaging corporate brand
value which is detrimental to its normal operation and even affect market stability and social stability.
The Company strengthens the concept of “preventing and controlling reputation risk is the responsibility
of every staff’, forms an effective segregation of duties, establishes and improves the internal restraint
mechanism, public opinion monitoring mechanism, emergency response mechanism, and external
information release mechanism, reinforces daily public opinion analysis, and improves the risk prevention
and control prospectively and pertinently, and takes multiple measures to enhance the prevention

awareness and management standard of reputation risk.
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. DIVIDENDS
The Company does not intend to distribute any interim dividend to its Shareholders.

II. DIRECTORS’, SUPERVISORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at the end of the Reporting Period, none of the Directors, Supervisors or chief executive of the Company had any
interests or short position 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) which were required to be notified to the Company and Hong
Kong 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 which were required to be entered in
the register under Section 352 of the SFO, or which were required to be notified to the Company and Hong Kong Stock

Exchange pursuant to the Model Code.
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’
INTERESTS AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

As at the end of the Reporting Period, to the knowledge of the Company’s Directors after making reasonable enquiry,
the following persons (not being the Directors, Supervisors or chief executives of the Company) have interests or short
positions which shall be disclosed to the Company and recorded in the register required to be kept by the Company
in the shares and underlying shares of the Company in accordance with Sections 2 and 3 of Part XV of the SFO and
Section 336 of the SFO:

Percentage of
total number of

Percentage issued shares
of total number in the relevant
Number of of issued shares class of shares
Name of shares of the Company  of the Company
Shareholders Class of shares Nature of interest (Note 1) (Note 4) (Note 4)
Guolian Group (Note 2) A shares Beneficial owner and 1,376,336,123 (L) 48.60% 57.61%
interest in controlled
corporation
Guolian Trust A shares Beneficial owner 390,137,552 (L) 13.78% 16.33%
Guolian Industrial (Note 3) A shares Interest in controlled 266,899,445 (L) 9.43% 11.17%
corporation
Wuxi Electric A shares Beneficial owner 266,899,445 (L) 9.43% 11.17%
Shanghai Wealspring Asset Management H shares Investment manager 23,987,500 (L) 0.85% 5.42%

Co., Ltd. (EBEREEERERAR)

Notes:

(1) (L) denotes long positions.

(2) Guolian Group is the beneficial owner of 543,901,329 A shares of the Company, and is deemed to have interests in the following shares in
controlled corporations: (i) 390,137,552 A shares of the Company held by Guolian Trust; (i) 266,899,445 A shares of the Company held by Wuxi
Electric; (iii) 73,500,000 A shares of the Company held by Minsheng Investment; (iv) 72,784,141 A shares of the Company held by Yimian Textile;
and (v) 29,113,656 A shares of the Company held by Huaguang Environment.

3) Guolian Industrial is deemed to have interests in the 266,899,445 A shares of the Company held by Wuxi Electric, its wholly-owned subsidiary.

(4) As at the end of the Reporting Period, the Company issued 2,389,133,168 A shares and 442,640,000 H shares, a total of 2,831,773,168 shares.

Save as disclosed above, as at the end of the Reporting Period, the Company was not aware of any other person
(other than the Directors, Supervisors and chief executives of the Company) who had interests or short positions in the
shares or underlying shares of the Company as recorded in the register required to be kept pursuant to Section 336 of
the SFO.
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IV. PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES

During the Reporting Period, neither the Company nor any of its subsidiaries has purchased, sold or redeemed any of

the listed securities of the Company.
CORPORATE GOVERNANCE

The Company has operated in strict compliance with the laws, regulations and normative documents, and kept
committed to maintaining and improving its sound social image. Pursuant to the Company Law, the Securities Law
and other applicable laws, regulations and regulatory provisions, the Company has formed a corporate governance
structure under which the general meeting, the Board, the Supervisory Committee, and the management have their
respective authorities and duties and are with checks and balances, so as to ensure the regulated operation of the
Company. The convening and voting procedures for general meetings and meetings of the Board and the Supervisory
Committee are legal and valid; the information disclosed by the Company is true, accurate and is disclosed in time and
completely; the management of investor relations is efficient and practical; and the corporate governance is based on
scientific, rigorous and normative procedures. During the Reporting Period, the Company has strictly complied with the
CG Code, complied with other applicable code provisions other than code provision C.2.1 and B.2.2 and satisfied with

most of the requirements of the CG Code for the recommended best practices specified in the CG Code.

Pursuant to code provision C.2.1, the roles of chairman and chief executive officer should be segregated and should
not be performed by the same individual. For the vesting of the roles of chairman and chief executive officer of the
Company in Mr. Ge Xiaobo, despite deviating from code provision C.2.1, under the supervision of the Board which
comprises of one executive Director, four non-executive Directors and three independent non-executive Directors,
the Board is appropriately structured with balance of power to provide sufficient checks to protect the interests of the

Company and its Shareholders.

Pursuant to code provision B.2.2, every Director should be subject to retirement by rotation at least once every three
years. The terms of the fourth session of the Board expired on 12 June 2022. As the preparation for re-election of
the Board is underway, in order to maintain the continuity of the relevant work, the re-election of the Board will be
postponed, and the terms of members of each special committee under the Board and the senior management will
also be correspondingly extended. Before the completion of the re-election and appointment, all the members of the
fourth session of the Board, members of each special committee under the Board and the senior management will
continue to perform their respective duties in accordance with relevant laws and regulations as well as the Articles of
Association. The postponement of the re-election of the Board will not affect the normal operation of the Company.
The Company will proactively proceed with the re-election of the Board and fulfill its corresponding obligations of

information disclosure.

GUOLIAN SECURITIES CO., LTD. Interim Report 2022



Other Information

VI. SECURITIES TRANSACTIONS OF DIRECTORS AND
SUPERVISORS

The Company has adopted the Model Code as its own code of conduct regarding Directors and Supervisors’ securities
transactions. Having made specific enquiries with all Directors and Supervisors, the Company received confirmation
from all of them that they have complied with the required standard of dealings as set out in the Model Code during the
Reporting Period.

VIl. OPERATING OF THE BOARD AND THE BOARD COMMITTEES
(1) Composition of the Board

As at the end of the Reporting Period, the Board of the Company comprised eight Directors, including one
executive Director, namely Mr. Ge Xiaobo (Chairman of the Board, President), four non-executive Directors,
namely Mr. Hua Weirong, Mr. Zhou Weiping, Mr. Liu Hailin and Mr. Zhang Weigang, and three independent non-
executive Directors, namely Mr. Lu Yuanzhu, Mr. Wu Xingyu and Mr. Chu, Howard Ho Hwa.

During the Reporting Period, all Directors performed their statutory duties honestly and diligently and protected
the interests of the Shareholders of the Company as a whole, especially the interests of minority Shareholders,
in accordance with the relevant provisions of laws, regulations and articles of association of the Company.
During the Reporting Period, the Board convened a total of 1 general meeting for its Shareholders to consider

and approve 18 resolutions, and convened 3 Board meetings and considered and approved 37 resolutions.
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(20 Board Committees

There are four committees established under the Board, namely, the Strategy Committee, the Remuneration
and Nomination Committee, the Audit Committee and the Risk Control Committee. The responsibilities of
each committee are clearly divided and defined. The committees assist the Board in conducting work within
the terms of reference as specified in the procedural rules of meetings, and are accountable to and report to
the Board. The majority of the members of the Remuneration and Nomination Committee are independent
non-executive Directors, and the chairman of the committee is an independent non-executive Director. All the
members of the Audit Committee are independent non-executive Directors. As at the end of the Reporting

Period, the list of the members of the Board committees is as follows:

Special Committees Chairman Members

Strategy Committee Ge Xiaobo Hua Weirong, Zhou Weiping,
Chu, Howard Ho Hwa

Remuneration and Nomination Lu Yuanzhu Hua Weirong, Wu Xingyu
Committee
Audit Committee Wu Xingyu Chu, Howard Ho Hwa, Lu Yuanzhu
Risk Control Committee Ge Xiaobo Hua Weirong, Zhou Weiping, Liu Hailin, Wu Xingyu

During the Reporting Period, the Strategy Committee convened a total of 2 meetings, which considered and approved
6 resolutions. The Audit Committee convened a total of 2 meetings, which considered and approved 11 resolutions.
The Remuneration and Nomination Committee convened a total of 3 meetings, which considered and approved 3

resolutions. The Risk Control Committee convened a total of 1 meeting, which considered and approved 5 resolutions.

Of which, the Audit Committee and the management of the Company had reviewed the accounting policies adopted
by the Company, and discussed issues including internal control, risk management and financial report, and had fully
reviewed the consolidated interim financial information during the Reporting Record (including unaudited consolidated
financial statements set out in this Interim Report). The Audit Committee considered that the preparation of such
consolidated financial report was in conformity with the applicable accounting standards and provisions and has
made appropriate disclosures. The auditor of the Company, Deloitte Touche Tohmatsu, has conducted the review
in accordance with International Standard on Review Engagements 2410 “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity” issued by the International Auditing and Assurance Standards
Board.
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VIll. OPERATION OF THE SUPERVISORY COMMITTEE

IX.

As at the end of the Reporting Period, the Supervisory Committee of the Company comprised 5 Supervisors, among
which there are three Shareholder representative Supervisors (namely, Mr. Xu Faliang (Chairman of Supervisory
Committee), Mr. Zhou Weixing and Mr. Ren Jun) and two employee representative Supervisors (namely, Ms. Shen Ying
and Ms. Yu Lei).

During the Reporting Period, the Supervisory Committee has convened 2 meetings and considered 15 resolutions. The
Supervisors earnestly performed their duties and supervised the standard operation of the Company and safeguarded
the legal rights and interests of the Company, Shareholders and investors in accordance with the relevant provisions
of the Company Law and Securities Law and other relevant laws and regulations and the articles of association of the

Company.

MAJOR LITIGATIONS

Dispute over corporate bonds between the Company and Yihua Enterprise (Group) Co., Ltd.

Since the Company holds the “Corporate Bonds (First Tranche) of Yihua Enterprise (Group) Co., Ltd. to Qualified
Investors by way of Public Issuance in 2016” publicly issued by Yihua Enterprise (Group) Co., Ltd. (“Yihua Enterprise”),
and Yihua Enterprise failed to fully perform the agreed payment obligation, it constituted a breach of contract, the
Company applied to Shantou Intermediate People’s Court for enforcement, requiring Yihua Enterprise to compensate
the principal of RMB22,110,364.14 and the corresponding interest, and to pay the lawyer’s fee. In June 2022, Shantou
Intermediate People’s Court officially accepted the Company’s application for enforcement. As of the end of the

Reporting Period, the case was in process.
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Hua Ying Securities-involved disputes over the liability for misrepresentation of securities of
Shandong Longlive Bio-Technology Co., Ltd.

The subsequent progress of Hua Ying Securities-involved disputes over the liability for misrepresentation of securities
of Shandong Longlive Bio-Technology Co., Ltd. is as follows: in August 2022, Hua Ying Securities received the Court
Summons ((FEEZ)), the Notice of Produce Evidence ((£5838%12 )) and the Notice of Informing the Members of
Tribunal ((ERBHIEAM A EEENIE)) served by Jinan Intermediate People’s Court, 1,628 investors including Li Liqun
(217 8%) requested Shandong Longlive Bio-Technology Co., Ltd. to compensate all the plaintiffs for the losses of the
difference in investments, the losses of commission and stamp duty, etc., and requested 12 natural persons including
Cheng Shaobo (#2/:1#) , Hua Ying Securities, BDO China Shu Lun Pan Certified Public Accountants LLP to be jointly
and severally liable for the compensation. As of the disclosure date of this report, the case has been accepted, and
the first instance has not yet been heard. For details, please refer to the announcement in relation to a major litigation

involving a subsidiary disclosed by the Company on 5 August 2022.

INFORMATION RELATING TO THE COMPANY’S CONTROLLING
SHAREHOLDERS

During the Reporting Period, the independent non-executive Directors had reviewed the decisions made by the
investment decision committee of Guolian Capital in relation to the Direct Investment Business opportunity noticed by
or offered to the Controlling Shareholders or their controlled entities (“New Direct Investment Business Opportunities”)
pursuant to the written notice given by them. The independent non-executive Directors considered the factors that
gave judgments by the investment decision committee of Guolian Capital, including the business development of the
Company, the best interest of the Shareholders and the written declaration of the Controlling Shareholders. Upon
the completion of such review, the independent non-executive Directors (i) did not have different views from that of
the investment decision committee of Guolian Capital; and (i) were of the view that the Controlling Shareholders has

complied with the Non-competition Agreement.
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During the Reporting Period, the independent non-executive Directors also considered the option to acquire any or all
of the equity interests in Guolian Futures held by Guolian Group or entities controlled by it (“Option for Acquisition”) and
decided that given the business development of the Company and the best interest of the Shareholders, it was not yet

an appropriate time for the Company to exercise the Option for Acquisition.

Each of our Controlling Shareholders has made a written declaration to the Company and the independent non-
executive Directors, the investment decision committee of Guolian Capital and the Company’s auditor that, during
the Reporting Period, it had complied with the Non-competition Agreement (including but not limited to the relevant
requirements in relation to the options of New Direct Investment Business Opportunities and the pre-emptive rights of

the Company in connection with the selling notice).

During the Reporting Period, Guolian Capital received 6 letters of intent from the Controlling Shareholders of the
Company or their controlled entities regarding the referral of its new Direct Investment Business. After the evaluation by
the investment decision committee of Guolian Capital, it was unanimously agreed to give up the options, the reasons
of which were that these new business investment opportunities have problems such as fierce industry competition,
low bargaining power resulting in less potential for future benefits and immature technology, which do not meet the

investment projects review standards of Guolian Capital.

CHANGES TO INFORMATION IN RESPECT OF DIRECTORS,
SUPERVISORS AND CHIEF EXECUTIVES

On 1 June 2022, the twenty-sixth meeting of the fourth session of the Board of the Company considered and approved
the Resolution on the Election of the Chairman of the Company ((FE R AT EERM:HEZ)) and the Resolution on
the Appointment of the Vice President and Financial Officer of the Company (R EEF AT BIAEH R FEE S ANE
Z£)), which approved to elect Mr. Ge Xiaobo as the chairman of the Company, approved to appoint Mr. Yin Lei (FZz)
as the vice president and financial officer of the Company, and Mr. Ge Xiaobo ceased to serve as the financial officer,
for a term commencing from the date of consideration and approval by the Board to the date upon expiry of the term of
the fourth session of the Board of the Company. Since March 2022, Mr. Li Qin has ceased to be a director of Guolian

Chuangxin.
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Il. INFORMATION ABOUT THE COMPANY’S SHARE INCENTIVE

SCHEME, EMPLOYEE STOCK OWNERSHIP PLAN OR OTHER
EMPLOYEE INCENTIVE MEASURES AND THEIR IMPACTS

In order to establish and improve the benefit sharing mechanism between employees and the Company, enhance the
cohesion among employees and competitiveness of the Company, and attract and retain talents, so as to promote
the long-term, sustainable and healthy development of the Company and maximize the benefits of the Company, its
Shareholders and employees as a whole, the Company has implemented the employee stock ownership plan for the
year 2022.

The Company convened the twenty-fifth meeting of the fourth session of the Board and the 2021 annual general
meeting on 29 April 2022 and 10 June 2022, respectively, which considered and approved the Resolution on the
Employee Stock Ownership Plan of Guolian Securities Co., Ltd. for the Year 2022 (Draft) and its Summary ({F8 7 B 5
BEHERDBIRABT022FEETHRKE EXR)) REFHEMNZEZE)) and the Resolution on Proposing at the General
Meeting to Authorize the Board of Directors with Full Discretion to Handle the Matters related to the Employee Stock

Ownership Plan of the Company for the Year 2022 ((RANIRBRRAGHEEETTLRMIBAT022FEETHFK
STEEREEMER)).

The actual number of participants in the Employee Stock Ownership Plan of the Company for the year 2022 is 342,
with a total subscription amount of RMB68.11 million, of which the total subscription amount of the Company’s

Directors, Supervisors and senior management accounted for 22.29%.

On 12 July 2022, the Company convened the first meeting of holders of the Employee Stock Ownership Plan for the
year 2022, which considered and approved the Resolution on Review of the Rules for the Meeting of Holders of the
Employee Stock Ownership Plan of Guolian Securities Co., Ltd. for the Year 2022 (BN B EZE B SR MHER AT
2022 EETIFRTEIFAE AGERAINEZE)), Resolution on Election of Members of the Management Committee
for the Employee Stock Ownership Plan of Guolian Securities Co., Ltd. for the Year 2022 (RN ERH BB ER DB R
NER022FEETFRAEEEEZEFTELEMHEE)) and Resolution on Authorization of the Management Committee
of the Employee Stock Ownership Plan of Guolian Securities Co., Ltd. to Deal with Matters in Relation to this Employee
Stock Ownership Plan (BN EEEKESRNBRATNEILERABNEEZESNMEARETHRTEIRREEE

HIERE)D).

As of the disclosure date of this report, the securities account for the Employee Stock Ownership Plan of the Company
for the year 2022 has been opened, and has not yet begun to buy the Company’s H shares in the secondary market.
The Company will continue to pay attention to the implementation progress of the Employee Stock Ownership Plan for
the year 2022, and perform the information disclosure obligations in accordance with the requirements of relevant laws

and regulations.
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“Board”

“Central Bank”

“CG Code”

“China”, “PRC”

“Collective Asset

Management Scheme”

n oo«

“Company”, “our Company”

“Company Law”

“Controlling Shareholders”

“CSRC”

“Director(s)

“Direct Investment Business”

“end of the Reporting Period”

Definitions

the board of Director(s) of the Company

the People’s Bank of China

the Corporate Governance Code contained in Appendix 14 of the Listing Rules
the People’s Republic of China

an asset management contract entered into with multiple clients by a securities firm,
pursuant to which the clients’ assets are placed in the custody of commercial banks or
in other institutions approved by the CSRC which are qualified to hold client transaction
settlement funds, and the securities firm provides asset management services to the

clients through designated accounts

Guolian Securities Co., Ltd. (B ¥t :EHRDBRAE)

the Company Law of the PRC

has the meaning ascribed to it under the Listing Rules and unless the context requires
otherwise, refers to the controlling shareholders of the Company, namely, Guolian
Group, Guolian Trust, Wuxi Electric, Minsheng Investment, Yimian Textile, Huaguang
Environment, Guolian Industrial and Guolian Financial Investment

China Securities Regulatory Commission (PRI 48 B EIEEE D)

the director(s) of the Company

a business in which the subsidiary set up by the securities firm leverages on its own
professional advantage to search for and find quality investment projects and make equity
investment or equity related debt investment with its own or raised funds, so as to obtain

income from equity interest or debts

30 June 2022
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“General Direction 50”

“Group”

“Guolian Capital”

q

“Guolian Chuangxin’
“Guolian Financial
Investment”
“Guolian Group”
“Guolian HK”
“Guolian Industrial”
“Guolian Trust”
“Hong Kong Stock
Exchange”
“Huaguang Environment”

“Hua Ying Securities”

“IFRS”

The Company creates a single or TOF or high-end customized configuration service for
Small and medium-sized Businesses, Large Customers with the core assets configuration
pool featuring “private offering as the mainstay and public offering as the supplement”

our Company and its subsidiaries

Guolian Capital Co., Ltd. (EIBBEE AR EBREEAF), a limited liability company
established in the PRC on 18 January 2010 and a wholly-owned subsidiary of our

Company

Wuxi Guolian Chuangxin Capital Company Limited (E$ZEEAIFIIZEABRAT), a

wholly-owned subsidiary of the Company

Wuxi Guolian Financial Investment Group Co., Ltd. (BB R EEBERAT),
100% of the equity interest of which is held by Guolian Group

Wuxi Guolian Development (Group) Co., Ltd. (BT EEE (EE) BRELQE)

Guolian Securities (Hong Kong) Limited (B &5 %5 (F78) BRAE)

Wuxi Guolian Industrial Investment Group Co., Ltd. (B E 2R EEBFRAE)

Guolian Trust Co., Ltd. (BB {E5ERMDBRAE)

The Stock Exchange of Hong Kong Limited

Wuxi Huaguang Environment & Energy Group Co., Ltd. (B EIRFREREERNE

FRAF]), renamed from Wuxi Huaguang Boiler Co., Ltd. (5 $RIERR S B R A E)

Hua Ying Securities Co., Ltd. (FEHEFEHHREFFEAE), 100% of the equity interest of
which is held by the Company

include standards, amendments and interpretations promulgated by the International
Accounting Standards Board and the International Accounting Standards and

interpretation issued by the International Accounting Standards Committee
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“IPO”

“Listing Rules”

“Minsheng Investment”

“Model Code”

“NEEQ”

“Non-competition

Agreement”

“QDLP”

“QFLP”

“Reporting Period”

“RMB”

“SAC”

“Securities Law”

“SFO”

“Shanghai Stock Exchange”

“Shareholders”

“Shenzhen Stock Exchange”

Definitions

Initial Public Offering

the Rules Governing the Listing of Securities on the Hong Kong Stock Exchange

Wuxi Minsheng Investment Co., Ltd. (Bi#FREKEBRAE), a wholly-owned
subsidiary of Guolian Financial Investment and holds 2.60% of the equity interest of the

Company

the Model Code for Securities Transactions by Directors of Listed Issuer contained in

Appendix 10 of the Listing Rules

National Equities Exchange and Quotations (2 [ /) b £ iR 15 B8 R 47)

the non-competition agreement dated 15 June 2015 entered into among the Company
and Guolian Group, Guolian Trust, Wuxi Electric, Guolian Textile, Guolian Environmental
and Guolian Industrial

qualified domestic limited partner

qualified foreign limited partner

the period for the six months ended 30 June 2022

Renminbi, the lawful currency of the PRC

the Securities Association of China

the Securities Law of the PRC

the Securities and Futures Ordinance, Chapter 571 of the Laws of Hong Kong

the Shanghai Stock Exchange

holders of the shares of the Company

the Shenzhen Stock Exchange
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“Single Asset

Management Scheme”

“Small and medium-sized
Businesses, Large

Customers”

“Specialized Asset

Management Scheme”

“SSE Composite Index”

“Supervisor(s)”
“Supervisory Committee”

“SZSE Component Index”

“Wind Information”

“Wuxi Electric”

“Yimian Textile”

an asset management contract entered into by a securities firm with a single client,
pursuant to which the securities firm provides asset management services to the client

through the accounts under the client’s name

Small and medium-sized financial institutions such as small and medium banks and

quantitative private equity fund as well as high-net-worth clients

an asset management contract entered into by a securities firm with client to specify
the investment objectives that specifically cater for the special requirements and asset
structure of each individual client and provides asset management service to client

through a designated account

Shanghai Stock Exchange Composite Index, reflecting changes of price of shares listed

on Shanghai Stock Exchange

the Supervisor(s) of the Company

the Supervisory Committee of the Company

Shenzhen Stock Exchange Composite Index, reflecting changes of price of A and/or B

shares listed on Shenzhen Stock Exchange

Wind Information Co., Ltd. (E/B88BEERMRKRMHERAT), a joint stock limited
liability company incorporated in the PRC and a service provider of financial data,

information and software

Wuxi Guolian Municipal Electric Power Co., Ltd.* (E#FHEE M S EHBERAS), a
wholly-owned subsidiary of Guolian Industrial, which holds 9.43% of the equity interest of
the Company, previously known as “Wuxi Municipal Electric Power Company” (% i /i
k- WAVN=I)

Wuxi Yimian Textile Group Co., Ltd. (15— 1845 M BB RAE]), renamed from Wuxi
Guolian Textile Group Co., Ltd. (E R 4H =B B R A E)

This interim report is prepared both in Chinese and English. In the event of any discrepancy between the two versions, the

Chinese version shall prevail.
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Report on Review of Condensed Consolidated Financial Statements

Deloitte = Eh

To the Board of Directors of Guolian Securities Co., Ltd.

(Incorporated in the People’s Republic of China with limited liability)

Introduction

We have reviewed the condensed consolidated financial statements of Guolian Securities Co., Ltd. (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on pages 48 to 112, which comprise the condensed consolidated
statement of financial position as of 30 June 2022 and the related condensed consolidated statement of profit or loss,
statement of profit or loss and other comprehensive income, statement of changes in equity and statement of cash flows for
the six-month period then ended, and certain 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 International Accounting Standard 34 “Interim Financial Reporting” (“IAS 34”) issued by the
International Accounting Standards Board. The directors of the Company are responsible for the preparation and presentation
of these condensed consolidated financial statements in accordance with IAS 34. Our responsibility is to express a conclusion
on these condensed consolidated financial statements 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.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410 “Review of Interim
Financial Information Performed by the Independent Auditor of the Entity” issued by the International Auditing and Assurance
Standards Board. A review of these condensed consolidated financial statements 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 International 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 condensed consolidated financial

statements are not prepared, in all material respects, in accordance with IAS 34.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

26 August 2022
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Condensed Consolidated Statement of Profit or Loss

For the six months ended 30 June 2022
(All amounts in RMB’000 unless otherwise stated)

Six months ended 30 June

2022 2021
(Unaudited) (Unaudited)
Revenue

— Commission and fee income 4 761,026 641,733
— Interest income under effective interest method ) 611,845 516,764
Total revenue 1,372,871 1,158,497
Net investment gains 6 571,011 507,165
Other income 7 1,315 1,261
Total revenue, gains and other income 1,945,197 1,666,923
Commission and fee expenses 8 (142,141) (130,462)
Interest expenses 9 (541,694) (417,645)
Staff costs 10 (500,485) (402,052)
Depreciation and amortization (92,508) (85,543)
Other operating expenses 11 (144,606) (115,102)
Impairment losses under expected credit loss model, net of reversal 12 7,644 (19,830)
Total expenses (1,413,790) (1,170,634)
Share of results of associates 18 5,309 3,184
Other gains, net 13 8,936 9,171
Profit before income tax 545,652 508,644
Income tax expense 14 (108,415) (129,647)
Profit for the period 437,237 378,997

Attributable to:
Shareholders of the Company 437,237 378,997

Earnings per share
(Expressed in RMB per share)
- Basic 15 0.15 0.16
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

For the six months ended 30 June 2022
(All amounts in RMB’000 unless otherwise stated))

Six months ended 30 June

2022 2021
(Unaudited) (Unaudited)
Profit for the period 437,237 378,997
Other comprehensive income/(expense):
ltems that will not be reclassified to profit or loss:
Fair value gain/(loss) on:
— investments in equity instruments at fair value through other
comprehensive income (“FVTOCI”) 56,553 (85,099)
Income tax relating to items that will not be reclassified to profit or loss (14,138) 21,275
Subtotal 42,415 (63,824)
Items that may be reclassified subsequently to profit or loss:
Exchange differences on translation of foreign operations 9,857 (2,870)
Fair value loss on:
— debt instruments measured at FVTOCI (35,018) (3,792)
(Provision)/reversal of impairment losses for debt instruments at
FVTOCI included in profit or loss (1,681) 20,913
Income tax relating to items that may be reclassified subsequently
to profit or loss 9,175 (4,280)
Subtotal (17,667) 9,971
Other comprehensive income/(expense) for the period, net of tax 24,748 (563,853)
Total comprehensive income for the period 461,985 325,144
Attributable to:
Shareholders of the Company 461,985 325,144
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Condensed Consolidated Statement of Financial Position

As at 30 June 2022
(All amounts in RMB’000 unless otherwise stated)

30 June 31 December
2022 2021
(Unaudited) (Audited)
Assets
Non-current assets
Property and equipment 17 86,126 95,843
Right-of-use assets 17 144,135 165,629
Intangible assets 46,806 57,762
Interests in associates 18 108,230 102,921
Other non-current assets 19 87,209 36,645
Financial assets held under resale agreements 24 - 280,344
Derivative financial assets 35 262,643 71,591
Financial assets at fair value through profit or loss 25 601,167 703,887
Equity instruments at fair value through other comprehensive income 26 2,467,859 2,579,203
Debt instruments at fair value through other comprehensive income 27 3,835,236 6,240,445
Deferred tax assets 20 20,408 24,551
Refundable deposits 21 605,371 327,299
Total non-current assets 8,265,190 10,686,120
Current assets
Other current assets 22 2,381,256 522,672
Margin accounts receivable 23 9,917,162 10,791,339
Financial assets held under resale agreements 24 4,667,212 2,677,790
Derivative financial assets 35 404,950 413,450
Financial assets at fair value through profit or loss 25 39,017,816 27,006,204
Clearing settlement funds 28 2,852,089 3,268,118
Cash held for brokerage clients 29 9,526,349 8,572,113
Cash and bank balances 30 1,649,746 2,001,433
Total current assets 70,416,580 55,253,119
Total assets 78,681,770 65,939,239
Current liabilities
Other current liabilities 31 2,684,978 2,841,233
Income tax liabilities 6,209 62,003
Short-term borrowings 32 40,411 38,268
Bonds in issue 33 7,150,430 6,735,631
Lease liabilities 69,873 71,090
Contract liabilities 10,477 11,867
Due to other financial institutions 450,105 850,315
Financial liabilities at fair value through profit or loss 34 1,139,656 892,689
Derivative financial liabilities 35 295,051 381,509
Financial assets sold under repurchase agreements 36 22,093,108 12,796,010
Accounts payable to brokerage clients 12,539,002 11,182,579
Total current liabilities 46,479,300 35,863,194
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Condensed Consolidated Statement of Financial Position
As at 30 June 2022
(All amounts in RMB’000 unless otherwise stated)

30 June 31 December
2022 2021
(Unaudited) (Audited)
Net current assets 23,937,279 19,389,925
Total assets less current liabilities 32,202,469 30,076,045
Equity
Share capital 37 2,831,773 2,831,773
Share premium 8,189,045 8,189,045
Reserves 2,400,550 2,476,720
Retained earnings 3,138,509 2,883,531
Equity attributable to shareholders of the Company 16,559,877 16,381,069
Total equity 16,559,877 16,381,069
Non-current liabilities
Other non-current liabilities 38 2,669,769 1,425,330
Deferred tax liabilities 20 236,971 90,876
Derivative financial liabilities 35 65,530 49,263
Lease liabilities 75,156 95,704
Financial liabilities at fair value through profit or loss 34 497,680 537,017
Bonds in issue 33 12,097,487 11,496,786
Total non-current liabilities 15,642,593 13,694,976
Total equity and non-current liabilities 32,202,470 30,076,045

The notes on pages 55 to 112 form an integral part of these condensed consolidated financial statements.

The condensed consolidated financial statements on pages 48 to 112 were approved and authorized for issue by the Board of

Directors on 26 August 2022 and signed on behalf by:

Ge Xiaobo

Yin Lei

Chairman of the Board, Executive Director, President

GUOLIAN SECURITIES CO., LTD.

Vice President, Financial Officer

Interim Report 2022
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Condensed Consolidated Statement of Changes In Equity

For the six months ended 30 June 2022
(All amounts in RMB’000 unless otherwise stated)

Share
capital
Note RMB'000

Attributable to shareholders of the Company

Share Surplus General
premium reserve reserve
RMB’000 RMB'000 RMB'000

Reserves

Revaluation
reserve
RMB'000

Translation
reserve
RMB'000

Other
reserve
RMB'000

Retained
earnings
RMB'000

Total
RMB'000

Balance at 1 January 2022 (audited) 2,831,773 8,189,045 676,925 1,631,946 210,920 (28,254) (14,817) 2,883,531 16,381,069
Profit for the period - - - - - - - 437,237 437,237
Other comprehensive income

for the period - - - - 14,891 9,857 - - 24,748
Total comprehensive income

for the period - - - - 14,891 9,857 - 437,237 461,985
Dividends recognized as distribution 16 - - - - - - - (283,177) (283,177)
Appropriation to general reserve - - - 4,311 - - - (4,311) -
Disposal of investments in equity

instruments at FVTOCI - - - - (105,229) - - 105,229 -
Balance at 30 June 2022 (unaudited) 2,831,773 8,189,045 676,925 1,636,257 120,582 (18,397) (14,817) 3,138,509 16,559,877
Balance at 1 January 2021 (audited) 2,378,119 3,659,711 605,753 1,488,676 3,372 (21,351) (14,817) 2,494,707 10,594,170
Profit for the period - - - - - - - 378,997 378,997
Other comprehensive expense

for the period - - - - (50,983) (2,870) - - (63,853)
Total comprehensive income

for the period - - - - (50,983) (2,870) - 378,997 325,144
Dividends recognized as distribution 16 - - - - - - - (285,374) (285,374)
Appropriation to general reserve - - - 364 - - - (364) -
Balance at 30 June 2021 (unaudited) 2,378,119 3,659,711 605,753 1,489,040 (47,611) (24,221) (14,817) 2,587,966 10,633,940

GUOLIAN SECURITIES CO., LTD.
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Condensed Consolidated Statement of Cash Flows

For the six months ended 30 June 2022
(All amounts in RMB’000 unless otherwise stated))

Six months ended 30 June

Operating activities

2022
(Unaudited)

2021
(Unaudited)

Profit before income tax 545,652 508,644
Adjustments for:
Depreciation and amortization 92,508 85,543
Impairment losses under expected credit loss model, net of reversal (7,644) 19,830
Net gains on disposal of property and equipment and

other intangible assets (304) (2,849)
Unrealised fair value change of financial instruments at

fair value through profit or loss (597,193) (111,188)
Foreign exchange gains (814) (53)
Share of results of associates (5,309) (3,184)
Interest income from debt instruments at fair value through

other comprehensive income (95,991) (49,709)
Net (gains)/loss arising from debt instruments at fair value through

other comprehensive income (45,558) 2,798
Dividends from equity instruments at fair value through

other comprehensive income (145,372) (81,115)
Interest expense of bonds in issue 334,467 252,098
Interest expense of lease liabilities 3,327 4,108
Net realised gains from disposal of financial instruments at

fair value through profit or loss (62,679) (45,740)
Realised gains from disposal of an associate - (13)
Dividends and interest income from financial instruments at

fair value through profit or loss (8,144) (7,467)
Operating cash flows before movements in working capital 6,946 571,703
Net decrease/(increase) in margin accounts receivable 875,567 (1,374,049)
Net increase in financial assets at fair value through profit or loss (11,860,206) (8,251,077)
Net decrease/(increase) in financial assets held under resale agreements 274,664 (1,043,136)
Net increase in refundable deposits (278,072) (65,235)
Net increase in cash held for brokerage clients (954,236) (1,640,870)
Net decrease in clearing settlement funds held for clients 417,553 117,375
Net increase in other assets (974,145) (1,010,136)
Net increase in accounts payable to brokerage customers 1,356,423 1,687,236
Net increase in financial assets sold under repurchase agreements 9,297,098 6,461,569
Net (decrease)/increase in due to other financial institutions (400,210) 428,062
Net increase in other liabilities 695,936 1,106,350
Net decrease in financial liabilities at fair value through profit or loss (137,069) (112,696)
Cash used in operations (1,679,751) (3,124,904)
Income taxes paid (81,746) (108,111)
Net cash used in operating activities (1,761,497) (3,2388,015)
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Condensed Consolidated Statement of Cash Flows
For the six months ended 30 June 2022
(All amounts in RMB’000 unless otherwise stateq)

Six months ended 30 June

2022 2021
(Unaudited) (Unaudited)

Investing activities

Dividends received from investments 153,516 7,467
Interest received from investments 112,798 28,807
Proceeds from disposal of an associate - 4,250
Proceeds on disposal of property and equipment,

intangible assets and other non-current assets 693 3,230
Purchase of property and equipment, intangible assets and other non-current assets (29,643) (32,324)
Purchase of

— financial instruments at fair value through profit or loss (289,557) (624,022)

— debt instruments at fair value through other comprehensive income (1,651,617) (2,217,094)

— equity instruments at fair value through other comprehensive income (378,533) (1,943,625)
Proceeds from disposal of

— financial instruments at fair value through profit or loss 636,050 894,007

— debt instruments at fair value through other comprehensive income 4,050,558 -

— equity instruments at fair value through other comprehensive income 511,057 493,066
Net cash from/(used in) investing activities 3,115,322 (3,386,238)

Financing activities

New bank loans raised 2,143 -
Cash received from additional bonds in issue 7,424,125 8,348,961
Repayments of leases liabilities (44,798) (39,096)
Cash paid for repayment of bonds in issue (5,936,085) (4,834,200)
Interest paid for bonds in issue (427,658) (246,706)
Dividends paid - (285,374)
Net cash from financing activities 1,017,727 2,943,585
Net increase/(decrease) in cash and cash equivalents 2,371,552 (3,675,668)
Cash and cash equivalents at the beginning of the period 2,395,089 6,398,847
Effect of exchange rate changes on the balance of cash held in foreign currencies 3,990 (303)
Cash and cash equivalents at the end of the period 4,770,631 2,722,876

Net cash from/(used in) operating activities including:

Interest received 802,935 651,783
Interest paid (206,233) (161,314)
Dividend received 13,848 7,940

B4 GUOLIAN SECURITIES CO., LTD. Interim Report 2022
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Notes to the Condensed Consolidated Financial Statements

(All amounts in RMB’000 unless otherwise stated))

General information

Guolian Securities Co., Ltd. (B BB HRMBRAE]) (the “Company”) is a joint stock financial institution incorporated
in Jiangsu Province, the People’s Republic of China (the “PRC”).

The Company, originally named as Wuxi Securities Company (FE#5 M55 /A5)), was set up upon approval from
the People’s Bank of China in November 1992 as a collectively owned enterprise with an initial registered capital
of RMB32,000 thousand. On 8 January 1999, the Company was converted to a limited liability company and was
renamed as Wuxi Securities Co., Ltd. (#3585 B REE/AE). On 16 May 2008, Wuxi Securities Co., Ltd. was
converted to a joint-stock company upon approval by the China Securities Regulatory Commission (the “CSRC”) with a
registered capital of RMB1,500,000 thousand and was renamed as Guolian Securities Co., Ltd. (B85 MD B R A
&) .

The Company completed its initial public offering of overseas-listed foreign shares (“H shares”) on the Stock Exchange
of Hong Kong Limited on 6 July 2015. Under the offering, the Company issued a total of 402,400 thousand shares
with a nominal value of RMB1 per share. After this public offering, total share capital of the Company increased to
RMB1,902,400 thousand.

The Company completed its initial public offering of A shares on the Shanghai Stock Exchange on 31 July 2020. Under
this offering, the Company issued a total of 475,719 thousand shares with a nominal value of RMB1 per share. After

this public offering, total share capital of the Company increased to RMB2,378,119 thousand.

On July 27, 2021, the Company received the approval for the non-public offering issued by the CSRC, according to
which the Company could issue 453,654 thousand ordinary shares (A-shares) to 23 specific investors. On October
15, 2021, the newly issued shares have been registered in China Securities Depository & Clearing Co., LTD. Shanghai
Branch (the “CDB Shanghai Branch”). After the non-public offering, total share capital of the Company increased to
RMB2,831,773 thousand.

As at 30 June 2022, the registered capital of the Company is RMB2,831,773 thousand. The Company holds the
securities institution licence and business license N0.91320200135914870B. The registered address of the Company is

No.8 Jinrong One Street, Wuxi, Jiangsu Province, PRC.

The Company’s ultimate holding company is Wuxi Guolian Development (Group) Co., Ltd. (collectively referred to as
“Guolian Group” together with its subsidiaries). Guolian Group is a PRC enterprise regulated and directly managed by
Wuxi State-Owned Assets Supervision and Administration Committee (“Wuxi SASAC”). Wuxi SASAC is the ultimate
controller of the company.

GUOLIAN SECURITIES CO., LTD. Interim Report 2022
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Notes to the Condensed Consolidated Financial Statements

(All amounts in RMB’000 unless otherwise stateq)

General information (continued)

As at 30 June 2022, the Company has established 102 branches, including 15 branch offices and 87 securities

branches, which are mainly located in Jiangsu province.

The Company and its subsidiaries (the “Group”) are engaged in the following principal activities: securities brokerage,
investment consultancy and financial advisory services related to securities trading and securities investment,
proprietary trading, asset management, agency sale of financial products, margin financing and securities lending,
introducing broker for futures companies, investment management, proprietary investment in venture capital, industrial
investment, equity investment, securities underwriting and sponsorship of stocks (including RMB ordinary shares and
foreign shares) and bonds (including government bonds and corporate bonds) and other businesses approved by the

CSRC (projects in accordance with the law and approved by relevant departments).

The condensed consolidated financial statements are presented in Renminbi (‘RMB”), which is the same as functional
currency of the Company. All financial statements and notes to the condensed consolidated financial statements are

presented in RMB and has been rounded to the nearest thousands, except when otherwise indicates.

These condensed consolidated financial statements were authorized for issue by the Board of Directors (the “Board”) of
the Company on 26 August 2022.

Basis of preparation and principal accounting policies
(@) Basis of preparation

The condensed consolidated financial statements have been prepared in accordance with International
Accounting Standard 34 (“IAS 34”) “Interim Financial Reporting” issued by the International Accounting
Standards Board (“IASB”) as well as the applicable disclosure requirements of Appendix 16 to the Rules

Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited.

GUOLIAN SECURITIES CO., LTD. Interim Report 2022



Notes to the Condensed Consolidated Financial Statements

(All amounts in RMB’000 unless otherwise stated)

2. Basis of preparation and principal accounting policies
(continued)

(b)

Principal accounting policies

The condensed consolidated financial statements have been prepared on the historical cost basis except for

financial instruments, which are measured at revalued amounts or fair values, as appropriate.

Other than additional accounting policies resulting from application of amendments to International Financial
Reporting Standards (“IFRSs”), the accounting policies and methods of computation used in the condensed
consolidated financial statements for the six months ended 30 June 2022 are the same as those presented in

the Group’s annual consolidated financial statements for the year ended 31 December 2021.

Application of amendments to IFRSs

In the current interim period, the Group has applied the following amendments to IFRSs issued by the IASB, for
the first time, which are mandatory effective for the Group’s annual period beginning on 1 January 2022 for the

preparation of the Group’s condensed consolidated financial statements:

Amendments to IFRS 3 Reference to the Conceptual Framework
Amendments to IFRS 16 Covid-19-Related Rent Concessions beyond 30 June 2021

Amendments to IAS 16 Property, Plant and Equipment — Proceeds before Intended Use
Amendments to IAS 37 Onerous Contracts — Cost of Fulfilling a Contract
Amendments to IFRSs Annual Improvements to IFRSs 2018-2020

The application of the amendments to IFRSs in the current interim period has had no material impact on the
Group’s financial positions and performance for the current and prior periods and/or on the disclosures set out

in these condensed consolidated financial statements.

GUOLIAN SECURITIES CO., LTD. Interim Report 2022
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Notes to

the Condensed Consolidated Financial Statements

(All amounts in RMB’000 unless otherwise stateq)

3. Segment analysis

The Group manages the business operations by the following segments in accordance with the nature of the

operations and the services provided:

(@)

Inter-se

change

Brokerage and wealth management: securities trading and brokering services, wealth management services

integrating product sales, investment consulting, and asset allocation;

Credit transaction: providing financial leverage for brokerage clients, securities-backed lending and securities

repurchase businesses;

Investment banking: corporate finance and financial advisory services to institutional clients and market maker

business;

Proprietary trading: trading in financial products;

Asset management and investment: direct investments and funds related business, in addition to portfolio

management and maintenance, investment advisory and transaction execution services;

Other businesses: including headquarters operations and interest income and expenses relating to working

capital in general.

gment transactions, if any, are conducted with reference to the prices charged to third parties and there was no
in the basis during the period ended 30 June 2022.

The Group mainly operates in Jiangsu Province, the PRC. Aimost all of the revenue and other income of the Group are
generated in the PRC.

Almost

all of the non-current assets of the Group are all located in the PRC.

No income from any single customer contributed over 10% of the total revenue and other income of the Group.

The accounting policies of the operating segments are the same as the Group’s accounting policies described in

Note 2.

GUOLIAN SECURITIES CO., LTD. Interim Report 2022
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Notes to the Condensed Consolidated Financial Statements

(All amounts in RMB’000 unless otherwise stated)

Segment analysis (continued)

Six months ended 30 June 2022
Asset

Brokerage management
and wealth Credit  Investment  Proprietary and
management  transaction banking trading  investment Others  Elimination

(Unaudited)
Total revenue and other income
Commission and fee income

- External 427,405 6,908 251,092 - 75,621 - - 761,026
- Internal - - 8,585 - 2,239 - (10,824) -
Interest income
- External 97,322 361,202 7,023 82,484 6,690 57,124 - 611,845
- Internal - - - - - - - -
Net investment gains
- External - - 5,067 478,399 16,334 71,211 - 571,011
- Internal - - - - - - - -
QOther income
- External - - - - - 1,315 - 1,315
- Internal - - - - - 100 (100) -
Total expenses (including impairment
losses, net of reversal) (395,278) (213,160) (217,649) (305,391) (58,454) (224,675) 817 (1,413,790)
Segment operating profit/(loss) 129,449 154,950 54,118 255,492 42,430 (94,925) (10,107) 531,407
QOther gains, net
- External 3,202 - 857 927 20 3,930 - 8,936
- Internal - - - - - - - -
Share of results of associates - - - - - 5,309 - 5,309
Profit/(loss) before income tax 132,651 154,950 54,975 256,419 42,450 (85,686) (10,107) 545,652
30 June 2022
Asset
Brokerage management
and wealth Credit  Investment  Proprietary and
management  transaction banking trading  investment Others  Elimination
(Unaudited)
Total assets 11,791,830 13,608,717 584,561 39,723,671 601,076 13,333,346 (961,431) 78,681,770
Total liabilities 11,061,028 12,475,275 239,377 33,375,068 50,914 4,912,463 7,768 62,121,893
(Unaudited)
Supplemental information
Depreciation and amortization 51,072 631 10,253 2,846 3,695 24,011 - 92,508
Impairment losses under expected
credit loss model, net of reversal - (4,340) 125 (1,821) (1,378) (230) - (7,644)
Capital expenditure 24,589 338 3,958 1,328 350 17,614 - 48,177
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Notes to the Condensed Consolidated Financial Statements

(All amounts in RMB’000 unless otherwise stateq)

3. Segment analysis (continued)

Six months ended 30 June 2021
Asset

Brokerage management
and wealth Credit Investment Proprietary and
management  transaction banking trading investment Elimination

(Unaudited)
Total revenue and other income
Commission and fee income
- External 402,557 12,587 177,097 - 49,492 - - 641,733
- Internal - - 9,289 - - - (9,289) -
Interest income
- External 82,735 328,301 7,227 62,307 9,615 26,579 - 516,764
- Internal - - - - - - - -
Net investment gains
- External - - 14,970 405,565 48,288 38,342 - 507,165
- Internal = = = = = = = =
QOther income
- External 5 - - - - 1,256 - 1,261
- Internal - - - - - - - -
Total expenses (including impairment
losses, net of reversal) (350,108) (208,162) (170,821) (251,572) (36,836) (153,394) 259 (1,170,634)

Segment operating profit/(loss) 135,189 132,726 37,762 216,300 70,559 87,217) (0030) 496,289

QOther gains, net

- External 4,380 - 487 192 3 4,109 - 9,17
- Internal - - - - - - - -
Share of results of associates = = = = = 3,184 = 3,184
Profit/(loss) before income tax 139,569 132,726 38,249 216,492 70,562 (79,924) (9,030) 508,644
30 June 2021
Asset
Brokerage management
and wealth Credit Investment Proprietary and
management transaction banking trading investment Others Elimination
(Unaudited)
Total assets 10,061,693 13,083,774 1,687,474 26,631,723 1,056,735 8,439,071 (1,361,431) 59,599,039
Total liabilities 9,405,396 12,847,335 144,669 24,789,462 538,643 1,230,664 9,030 48,965,099
Six months ended 30 June 2021
(Unaudited)
Supplemental information
Depreciation and amortization 36,745 546 12,539 2,220 2,288 31,205 - 85,543
Impairment losses under expected
credit loss model, net of reversal - (295) 29 20,905 (815) 6 - 19,830
Capital expenditure 45,495 10 13,039 933 921 27,821 - 88,225
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Notes to the Condensed Consolidated Financial Statements

(All amounts in RMB’000 unless otherwise stated)

4. Commission and fee income

Six months ended 30 June

2022 2021

(Unaudited) (Unaudited)

Securities brokerage 394,738 364,677
Underwriting and sponsorship 225,635 140,348
Investment consultancy and financial advisory 58,251 74,629
Asset management 75,493 49,492
Others 6,909 12,587
761,026 641,733

5. Interest income under effective interest method

Six months ended 30 June

2022 2021

(Unaudited) (Unaudited)

Interest income from margin financing 280,650 275,810
Interest income from bank deposits and clearing settlement funds 153,728 120,165
Interest income from financial assets held under resale agreements 81,476 71,080

Interest income from debt instruments at fair value through

other comprehensive income 95,991 49,709

611,845 516,764
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Notes to the Condensed Consolidated Financial Statements
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6. Net investment gains

Six months ended 30 June

2022 2021
(Unaudited) (Unaudited)

Realised gains from disposal of an associate - 13

Realised gains from disposal of financial assets at

fair value through profit or loss 237,101 35,350
Realised gains/(losses) from disposal of debt instruments at

fair value through other comprehensive income 45,558 (2,798)
Realised losses from disposal of financial liability at fair value

through profit or loss (11,970) -
Net realised (losses)/gains from derivative financial instruments (723,808) 42,133

Dividends income from equity instruments at fair value

through other comprehensive income 145,372 81,115
Dividends and interest income from financial assets at

fair value through profit or loss 284,757 257,389
Dividends to interest holders of financial liabilities at

fair value through profit or loss (3,192) (17,225)
Unrealised fair value change of financial instruments at

fair value through profit or loss

— Financial assets at fair value through profit or loss 113,808 (821)
— Derivative financial instruments 448,735 99,213
— Financial liabilities at fair value through profit or loss 34,650 12,796

571,011 507,165

7. Other income

Six months ended 30 June

2022 2021

(Unaudited) (Unaudited)

Rental income 1,270 704
Others 45 557
1,315 1,261
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8. Commission and fee expenses

Six months ended 30 June

2022 2021

(Unaudited) (Unaudited)

Securities brokerage 130,339 116,211
Underwriting and sponsorship 6,478 7,786
Asset management 750 702
Others 4,574 5,763
142,141 130,462

9. Interest expenses

Six months ended 30 June

2022 2021

(Unaudited) (Unaudited)

Interest expense of bonds in issue 334,467 252,098
Interest expense of financial assets sold under repurchase agreements 171,547 136,880
Interest expense of accounts payable to brokerage clients 20,821 16,442
Interest expense of due to other financial institutions 11,532 8,117
Interest expense of lease liabilities 3,327 4,108
541,694 417,645
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10. Staff costs

Six months ended 30 June

2022 2021

(Unaudited) (Unaudited)

Salaries and bonus 386,609 318,144
Pensions 62,383 43,263
Other social security 36,379 28,986
Labor union funds and employee education funds 2,303 2,335
Other welfare 12,811 9,324
500,485 402,052

The Group has provided a pension plan for full-time employees in Mainland China as required by the government,
including basic pension insurance and corporate annuity plan. Namely, the Group pays endowment insurance
premiums to the social insurance institution designated by the government on a monthly basis, which account for a
certain percentage of the total salaries of the staff. After the retirement of the employees, the government is obliged to
pay the pensions to them. According to the aforesaid defined contribution plan, the Group shall not be liable for the
post-retirement benefits beyond the above contributions. Contributions to the plan will be included in the cost at the

time of occurrence.

In addition, the Group provides relevant defined contribution plan for its qualified employees outside of Mainland China

in accordance with local labour laws.

The Group did not forfeit any retirement benefit plan contributions, and there are no forfeited contributions under the

Group’s retirement benefit plans that can be used to deduct the contributions payable in future years.
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11. Other operating expenses

Six months ended 30 June

2022 2021

(Unaudited) (Unaudited)

Tax and surcharges 9,049 7,737
Rentals 1,367 1,089
Marketing and distribution expenses 19,512 17,728
Office expenses 20,691 17,339
Travelling expenses 11,475 15,612
Securities investors protection fund 22,677 5,074
Professional service expenses 6,999 8,345
Consulting expenses 11,881 7,665
Others 40,955 34,613
144,606 115,102

12. Impairment losses under expected credit loss model, net of
reversal

Six months ended 30 June

2022 2021

(Unaudited) (Unaudited)

Financial assets held under resale agreements (4,366) (9,450)
Accounts receivable and other receivables (207) 7
Debt instruments at fair value through other comprehensive income (1,681) 20,914
Margin accounts receivable (1,390) 8,359
(7,644) 19,830
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13. Other gains, net

Six months ended 30 June

2022 2021

(Unaudited) (Unaudited)

Foreign exchange gains 814 53
Government grants 7,025 8,600
Others 1,097 518
8,936 9,171

14. Income tax expense

Six months ended 30 June

2022 2021
(Unaudited) (Unaudited)

Current income tax expense
— Mainland China (72,389) 100,170
— Hong Kong - =

Under/(over) provision in prior years
— Mainland China 454 (2,366)

(71,935) 97,804

Deferred taxation

— Mainland China (note 20) 180,350 30,396
- Hong Kong (note 20) = 1,447
180,350 31,843

Income tax expense 108,415 129,647

66 GUOLIAN SECURITIES CO., LTD. Interim Report 2022



Notes to the Condensed Consolidated Financial Statements

(All amounts in RMB’000 unless otherwise stated)

14. Income tax expense (continued)

The mainland China income tax provision is based on the statutory tax rate of 25% of the taxable income of the Group

as determined in accordance with the relevant PRC income tax rules and regulations.

The tax on the Mainland China’s profit before tax differs from the theoretical amount that would arise using the taxation
rate of 25%.

On 21 March 2018, the Hong Kong Legislative Council passed The Inland Revenue (Amendment) (No. 7) Bill 2017 (the
“Bill”) which introduces the two-tiered profits tax rates regime. The Bill was signed into law on 28 March 2018 and was
gazetted on the following day. Under the two-tiered profits tax rates regime, the first HKD 2 million of profits of the
Company will be taxed at 8.25%, and profits above HKD 2 million will be taxed at 16.5%. The profits of group entities

not qualifying for the two-tiered profits tax rates regime will continue to be taxed at a flat rate of 16.5%.

The Hong Kong profits tax is calculated at 8.25% on the first HKD 2 million of the estimated assessable profits and at

16.5% on the estimated assessable profits above HKD 2 million.

As at June 30, 2022, the Group had estimated tax losses and deductible temporary differences which was not
recognized of approximately RMB34,513 thousand for Guolian Securities (H.K.) Co., Ltd and Wuxi Guolian Chuangxin
Capital Company Limited. These tax losses and temporary difference has no expiry date and can be carried forward
indefinitely subject to the approval of the Inland Revenue Department (31 December 2021: RMB21,375 thousand).
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15. Earnings per share
15.1 Basic earnings per share

Basic earnings per share is calculated by dividing the profit for the period attributable to shareholders of the

Company by the weighted average number of ordinary shares in issue during the period.

Six months ended 30 June

2022 2021

(Unaudited) (Unaudited)

Profit attributable to shareholders of the Company (in RMB’000) 437,237 378,997
Weighted average number of ordinary shares in issue (in thousand) 2,831,773 2,378,119
Basic earnings per share (in RMB) 0.15 0.16

15.2 Diluted earnings per share

For the six months ended 30 June 2022 and 2021, there were no potential diluted ordinary shares, so no

diluted earnings per share was presented.

16. Profit distribution

For the six months ended 30 June 2022, RMB283,177 thousand dividends had been declared but not been paid. (For
the six months ended 30 June 2021: RMB285,374 thousand dividends were paid).

30 June 30 June

2022 2021

(Unaudited) (Unaudited)

Dividends recognised as distribution 283,177 285,374
283,177 285,374
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17. Property and equipment, and right-of-use assets

During the six months ended 30 June 2022, the Group acquired property and equipment with a cost of RMB7,182
thousand (unaudited) (six months ended 30 June 2021: RMB16,289 thousand (unaudited)).

During the six months ended 30 June 2022, gains from disposal of property and equipment amounted to RMB 22
thousand (unaudited) (six months ended 30 June 2021: RMB 1,309 thousand (unaudited)).

During the six months ended 30 June 2022, the Group entered into several new lease agreements with lease terms
ranged from 6 months to 6 years. The Group is required to make fixed payments. On lease commencement, the
Group recognized right-of-use assets of RMB20,455 thousand (unaudited) and lease liabilities of RMB20,455 thousand
(unaudited) (six months ended 30 June 2021: RMB55,975 thousand (unaudited) and lease liabilities of RMB55,975
thousand (unaudited)).

18. Interests in associates

Set out below are the associates of the Group as at 30 June 2022 and 31 December 2021, which are held directly by

the Group; the country of incorporation or registration is also their principal place of business.

% of % of

Place of ownership ownership

business/ interest as at interest as at

country of 30 June 31 December Measurement
Name of Entity incorporation 2022 2021 Method
Zhonghai Fund Management Co., Ltd." PRC 33.41% 33.41% Equity

(1) Zhonghai Fund Management Co., Ltd. held by the Company, provides funds distribution, asset management and other services authorized by the
CSRC.

The entity is private company and there is no quoted market prices available for its shares.

There are no contingent liabilities relating to the Group’s interests in the associates.

30 June 31 December

2022 2021

(Unaudited) (Audited)

Balance at beginning of the period/year 102,921 104,903
Share of profit 5,309 2,255
Proceeds of liquidation - (4,237)
Balance at end of the period/year 108,230 102,921
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19. Other non-current assets

30 June 31 December

2022 2021

(Unaudited) (Audited)

Long-term deferred expenses 35,156 36,645
Margin deposits of derivative contracts 52,053 -
87,209 36,645

20. Deferred tax assets and liabilities

(1) For the purpose of presentation in the consolidated statement of financial position, certain deferred tax assets
and liabilities have been offset. The following is the analysis of the deferred tax balances for financial reporting

purposes:

30 June 31 December

2022 2021

(Unaudited) (Audited)

Deferred tax assets 20,408 24,551
Deferred tax liabilities (236,971) (90,876)
(216,563) (66,325)
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20. Deferred tax assets and liabilities (continued)

2 The gross movements in deferred tax assets and liabilities during the period are as follows:

Changes

in fair value
of financial Debt Equity
assets/ instruments instruments
liabilities at fair value at fair value
at fair value Changes  through other  through other

Impairment  through profit in fair value comprehensive comprehensive

losses orloss  of derivatives income income Others

As at 1 January 2021 46,960 (64,468) 10,782 157 - 43,529 36,960
(Charge)/credit to profit or loss (916) (28,653) (17,586) 8,175 - 4,877 (34,103)
Charge to other

comprehensive income - - - (19,954) (49,228) - (69,182
As at 31 December 2021 46,044 (93,121) (6,804) (11,622) (49,228) 48,406 (66,325)
Charge to profit or loss (1,537) (54,279) (112,152) (420) - (11,962) (180,350)
Credit to other

comprehensive income - - - 9,175 20,937 - 30,112
As at 30 June 2022 44,507 (147,400) (118,956) (2,867) (28,291) 36,444 (216,563)

21. Refundable deposits

30 June 31 December

2022 2021
(Unaudited) (Audited)

Deposits with Stock Exchanges

— Shanghai Stock Exchange 148,200 85,600
— Shenzhen Stock Exchange 52,406 49,079
— China Beijing Equity Exchange 1,351 1,294
Deposits with futures brokers 403,414 191,326
605,371 327,299
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22. Other current assets

30 June 31 December

2022 2021
(Unaudited) (Audited)
Accounts receivable® 1,419,996 92,699
Dividends receivable 120,243 -
Prepaid expenses 23,837 16,024
Other receivables® 19,830 27,654
Margin deposits of derivative contracts 690,088 364,866
Others 111,674 26,048
Less: Impairment allowance 4,412 4,619
2,381,256 522,672

(a) Accounts receivable

The aging analysis of accounts receivable is as follows:

30 June 2022 31 December 2021
Impairment Impairment

Amount allowance Amount allowance

(Unaudited) (Unaudited) (Audited) (Audited)

Up to 1 year 1,414,935 221 88,088 38
1 to 2 years 862 - 1,050 638
Over 2 years 4,199 638 3,561 -

1,419,996 859 92,699 676

In accordance with the requirements of IFRS 9, the Group adopts a simplified method to measure the expected credit loss for accounts
receivable, that is, the Group always recognizes lifetime ECL for accounts receivable. As at 31 December 2021 and 30 June 2022, accounts
receivable of the Group were credit-impaired amount to RMB 638 thousand, and the credit impairment allowance was RMB 638 thousand. As at
30 June 2022, the credit risk exposure of accounts receivable amounted to RMB1,419,996 thousand (31 December 2021: RMB92,699 thousand).
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22. Other current assets (continued)

(b) Other receivables

The ECL allowance of other receivables according to the stage of ECL are as follows:

30 June 2022
Stage 1 Stage 2 Stage 3

12-months ECL Lifetime ECL Lifetime ECL Total

RMB’000 RMB’000 RMB’000 RMB’000

Other receivables 15,388 2,114 2,328 19,830
Less: Impairment allowance 802 423 2,328 3,553
14,586 1,691 - 16,277

31 December 2021
Stage 1 Stage 2 Stage 3
12-months ECL Lifetime ECL Lifetime ECL Total

RMB’000 RMB’000 RMB’000 RMB’000

Other receivables 19,708 6,102 1,844 27,654
Less: Impairment allowance 879 1,220 1,844 3,943
18,829 4,882 - 23,711
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23. Margin accounts receivable

30 June 31 December

2022 2021

(Unaudited) (Audited)

Margin accounts receivable 9,928,744 10,804,311
Less: Impairment allowance 11,582 12,972
9,917,162 10,791,339

Margin accounts are the funds the Group lends to the customers in margin financing and securities lending business.
As at 30 June 2022, impairment allowance amounting to RMB11,582 thousand (31 December 2021: RMB12,972

thousand) was provided.

Margin accounts receivable as at 30 June 2022 is secured by the customers’ securities as collateral with undiscounted
market value of approximately RMB28,449,979 thousand (31 December 2021: RMB34,261,645 thousand).

The ECL allowance of margin accounts receivable according to the stage of ECL are as follows:

30 June 2022

Stage 1 Stage 2 Stage 3

12-months Lifetime Lifetime
ECL ECL ECL Total
RMB’000 RMB’000 RMB’000 RMB’000
Margin accounts receivable 9,582,111 346,633 - 9,928,744
Less: Impairment allowance 8,889 2,693 - 11,582
9,573,222 343,940 - 9,917,162
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23. Margin accounts receivable (continued)
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The ECL allowance of margin accounts receivable according to the stage of ECL are as follows: (continued)

31 December 2021

Stage 1 Stage 2 Stage 3

12-months Lifetime Lifetime
ECL ECL ECL Total
RMB’000 RMB’000 RMB’000 RMB'’000
Margin accounts receivable 10,546,270 258,041 - 10,804,311
Less: Impairment allowance 10,747 2,225 - 12,972
10,535,523 255,816 - 10,791,339

24. Financial assets held under resale agreements

Non-current assets

30 June

2022
(Unaudited)

Analyzed by asset type:

31 December
2021
(Audited)

— Equity securities - 280,570
Less: Impairment allowance - 226
- 280,344

Analyzed by market:
— Shanghai Stock Exchange - 280,344
- 280,344
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24. Financial assets held under resale agreements (continued)

Current assets

30 June 31 December

2022 2021
(Unaudited) (Audited)

Analyzed by asset type:

— Equity securities 2,252,478 2,246,319

— Debt securities 2,577,628 598,505
Less: Impairment allowance 162,894 167,034
4,667,212 2,677,790

Analyzed by market:

— Interbank market 2,177,518 198,022
— Shanghai Stock Exchange 857,669 525,000
— Shenzhen Stock Exchange 1,632,025 1,954,768

4,667,212 2,677,790

The ECL allowance of financial assets held under resale agreements according to the stage of ECL
are as follows:

30 June 2022

Stage 1 Stage 2 Stage 3

12-months Lifetime Lifetime
ECL ECL ECL Total
RMB’000 RMB’000 RMB’000 RMB’000
Financial assets held under resale agreements 4,463,258 215,313 151,535 4,830,106
Less: Impairment allowance 7,430 3,929 151,535 162,894
4,455,828 211,384 - 4,667,212
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24. Financial assets held under resale agreements (continued)

The ECL allowance of financial assets held under resale agreements according to the stage of ECL
are as follows: (continued)

31 December 2021

Stage 1 Stage 2 Stage 3

12-months Lifetime Lifetime
ECL ECL ECL Total
RMB’000 RMB'000 RMB'000 RMB’000
Financial assets held under resale agreements 2,702,219 271,566 151,609 3,125,394
Less: Impairment allowance 8,485 7,166 151,609 167,260
2,693,734 264,400 S 2,958,134

25. Financial assets at fair value through profit or loss
Non-current assets

30 June 31 December

2022 2021
(Unaudited) (Audited)

Financial assets mandatorily measured at fair value

through profit or loss

— Investments in unlisted companies 360,254 340,491

— Trust schemes 73,041 228,306

— Collective asset management schemes and others 167,872 135,090
Total non-current assets 601,167 703,887
Analyzed as

— Unlisted 601,167 703,887
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25. Financial assets at fair value through profit or loss (continued)
Current assets

30 June 31 December

2022 2021
(Unaudited) (Audited)

Financial assets mandatorily measured at fair value
through profit or loss

— Debt securities 22,172,411 16,755,143
— Equity securities 936,358 798,107
— Investment funds 1,911,295 2,251,115
— Asset backed securities 162,331 311,655
— Trust schemes 44,800 36,501
— Collective asset management schemes 2,046,906 108,425
— Private equity funds 6,267,664 6,015,966
— Commercial papers 5,336,843 463,607
— Wealth management products 139,208 265,685
Total current assets 39,017,816 27,006,204
Analyzed as

Financial assets mandatorily measured at fair value
through profit or loss

— Listed in Hong Kong 26,232 89,681

— Listed outside Hong Kong 7,991,649 4,778,287

— Unlisted 30,999,935 22,138,236
39,017,816 27,006,204

Total 39,618,983 27,710,091

As at 30 June 2022, financial assets at fair value through profit or loss collateralized for repurchase arrangements,
securities lending, and margin and securities refinancing business amounted to RMB20,570,974 thousand (31
December 2021: RMB13,041,443 thousand), RMB1,030,877 thousand(31 December 2021: RMB482,814 thousand)
and RMB76,860 thousand(31 December 2021: RMB223,061 thousand), respectively.

As at 30 June 2022, the fair value of interests in structured entities, of which the redemption was restricted due to the
Group’s participation in the schemes which were managed by the Group, was RMB339,491 thousand (31 December
2021: RMB302,826 thousand).
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26. Equity instruments at fair value through other comprehensive
income

Non-current assets

30 June 31 December

2022 2021
(Unaudited) (audited)

Analyzed by type of issuers:
Equity securities (note) 2,467,859 2,679,203

2,467,859 2,679,203

30 June 31 December

2022 2021
(Unaudited) (audited)

Analyzed as:
Listed in Hong Kong 2,133,030 2,372,148
Listed outside Hong Kong 334,829 207,055

2,467,859 2,679,203

Note: The above equity investments include common stocks of entities listed on the Shanghai Stock Exchange and the Stock Exchange of Hong Kong
Limited. These investments are not held for trading, but for long-term strategic purposes. The Group has chosen to designate these investments
as equity instruments measured at fair value with changes included in other comprehensive income because they believe that the short-term
fluctuations in the fair value of such investments recognized in profit or loss will be different from the Group’s strategy of holding such investments

for long-term purposes, so their performance potential will be recognized from a long-term perspective.
As of 30 June 2022, equity instruments at fair value through other comprehensive income investments held by the

Group have no realization restriction. The Group disposed some stocks with a fair value of RMB554,849 thousand for

the period end 30 June 2022, based on the forecast of a lower dividend yield of those stocks in the future.
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27. Debt instruments at fair value through other comprehensive
income

Non-current assets

30 June 31 December

2022 2021
(Unaudited) (Audited)

Analyzed by type of issuers:

Governments 113,991 770,717
Financial institutions 448,197 2,221,443
Corporate entities 3,273,048 3,248,285

3,835,236 6,240,445

30 June 31 December

2022 2021
(Unaudited) (Audited)

Analyzed as:
Listed outside Hong Kong 1,288,459 1,374,348
Unlisted 2,546,777 4,866,097
3,835,236 6,240,445
Expected credit losses 36,143 37,824
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27. Debt instruments at fair value through other comprehensive
income (continued)

As of 30 June 2022, the fair value of securities of the Group which have been placed as collateral for financial assets
sold under repurchase agreements was RMB2,569,552 thousand (31 December 2021: 4,236,165 thousand), and for
bond lending was RMB1,049,377 thousand (31 December 2021: 266,348 thousand). The fair value and ECL allowance

of debt instruments at fair value through other comprehensive income according to the stage of ECL are as follows:

30 June 2022
Stage 1 Stage 2 Stage 3

12-months Lifetime Lifetime
ECL ECL ECL Total
RMB’000 RMB’000 RMB’000 RMB’000

Debt instruments at fair value through
other comprehensive income 3,829,893 - 5,343 3,835,236
Impairment allowance 18,359 - 17,784 36,143

31 December 2021
Stage 1 Stage 2 Stage 3

12-months Lifetime Lifetime
ECL ECL ECL Total
RMB’000 RMB’000 RMB’000 RMB’000

Debt instruments at fair value through
other comprehensive income 6,233,126 - 7,319 6,240,445
Impairment allowance 20,040 = 17,784 37,824
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28. Clearing settlement funds

30 June 31 December

2022 2021

(Unaudited) (Audited)

Clearing settlement funds held for clients 1,940,729 2,358,282
Proprietary clearing settlement funds 911,360 909,836
2,852,089 3,268,118

29. Cash held for brokerage clients

The Group maintains separate accounts with banks and authorized institutions for clients’ monies arising from the

normal course of business. The Group records these monies as cash held for brokerage clients under current assets,

and recognizes them as due to clients given that they are held liable for any loss or appropriation of these monies. Cash

held for brokerage clients for their transaction and settlement purposes is subject to regulatory oversight by third-party

depository institutions as per CSRC regulations.

30. Cash and bank balances

30 June 31 December

2022 2021

(Unaudited) (Audited)

Cash 34 2
Bank balances 1,649,712 2,001,431
1,649,746 2,001,433
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31. Other current liabilities

30 June 31 December

2022 2021

(Unaudited) (Audited)

Salaries, bonus, allowances and benefits payable 301,173 584,244
Accounts payable 252,527 474,256
Other taxes payable 52,848 54,591
Dividends payable (note 1) 283,177 -
Securities investor protection fund 23,726 29,511
Provisions 1,869 1,869
Margin deposits of derivative contracts 1,565,227 1,529,209
Deferred income 29,009 6,314
Advance collection for Employee stock ownership plan (note 2) 68,110 -
Others 107,312 161,239
2,684,978 2,841,233

Note 1:  On 10 June 2022, Guolian Securities Co., Ltd. 2021 Annual General Meeting of Shareholders Meeting Proposal 6 voted, based on the total
share capital of 2,831,773,168 shares as at the end of 2021, a cash dividend of RMB1 (tax inclusive) per 10 shares will be distributed to all
shareholders, with total cash dividends of RMB283,177,316.80 (tax inclusive), and the remaining undistributed profit will be carried forward for

distribution in subsequent years. For details about distribution, please check Note 16. Profit distribution.

Note 2 . This amount is received in advance from employees and intended to be used directly to purchase the company’s shares in the secondary market

and to carry out the employee stock ownership plan.

32. Short-term borrowings

30 June 31 December

2022 2021

(Unaudited) (Audited)

Unsecured bank borrowings (note) 40,411 38,268
40,411 38,268

Note: The unsecured bank borrowing bear a floating rate of 3 month LIBOR plus 3.65% per annum and no less than 3.80% per annum and is repayable

within one year. (Same as at 31 December 2021)
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33. Bonds in issue

30 June December
2022 2021
(Unaudited) (Audited)
Current

Corporate bonds with fixed rate — 2022@ - 1,500,000
Corporate bonds with fixed rate — 2022® 1,000,000 1,000,000
Corporate bonds with fixed rate — 2023 800,000 -
Corporate bonds with fixed rate — 2023 1,500,000 -
Corporate bonds with fixed rate — 2023@ 1,500,000 -
Subordinated bonds with fixed rate — 20220 - 800,000
Subordinated bonds with fixed rate — 20229 1,000,000 1,000,000
Subordinated bonds with fixed rate — 2023® 700,000 -
Income certificates’ 398,691 90,000
Short term financing bond — 20210 - 2,000,000
Interest payable 251,739 345,631
7,150,430 6,735,631

Non-Current
Corporate bonds with fixed rate — 2023 - 800,000
Corporate bonds with fixed rate — 2023@ - 1,500,000
Corporate bonds with fixed rate — 2023 - 1,500,000
Corporate bonds with fixed rate — 2024% 998,375 997,907
Corporate bonds with fixed rate — 20240 1,499,112 1,498,879
Corporate bonds with fixed rate — 2024 1,000,000 1,000,000
Corporate bonds with fixed rate — 20240 1,000,000 1,000,000
Corporate bonds with fixed rate — 2023© 1,000,000 1,000,000
Corporate bonds with fixed rate — 2024® 1,500,000 1,500,000
Corporate bonds with fixed rate — 2025@ 1,000,000 -
Corporate bonds with fixed rate — 2025 1,100,000 -
Corporate bonds with fixed rate — 2027 1,000,000 -
Corporate bonds with fixed rate — 20271 1,000,000 -
Subordinated bonds with fixed rate — 2023 - 700,000
Subordinated bonds with fixed rate — 2025 1,000,000 -
12,097,487 11,496,786
19,247,917 18,232,417
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33. Bonds in issue (continued)

(@)

On 15 April 2020, the Company issued RMB1,500,000 thousand of corporate bonds on Shanghai Stock Exchange with a term of 2 years and a
fixed coupon rate of 2.88% paid annually.

On 15 October 2020, the Company issued RMB1,000,000 thousand of corporate bonds on Shanghai Stock Exchange with a term of 2 years and
a fixed coupon rate of 4.07% paid annually.

On 16 January 2020, the Company issued RMB800,000 thousand of corporate bonds on Shanghai Stock Exchange with a term of 3 years and a

fixed coupon rate of 4.13% paid annually.

On 11 March 2020, the Company issued RMB1,500,000 thousand of corporate bonds on Shanghai Stock Exchange with a term of 3 years and a

fixed coupon rate of 3.60% paid annually.

On 7 June 2021, the Company issued RMB1,500,000 thousand of corporate bonds on Shanghai Stock Exchange with a term of 2 years and a
fixed coupon rate of 3.27% paid annually.

On 27 March 2019, the Company issued RMB800,000 thousand of subordinated bonds on Shanghai Stock Exchange with a term of 3 years and

a fixed coupon rate of 4.74% paid annually.

On 26 November 2020, the Company issued RMB1,000,000 thousand of subordinated bonds on Shanghai Stock Exchange with a term of 2

years and a fixed coupon rate of 4.70% paid annually.

On 5 March 2020, the Company issued RMB700,000 thousand of subordinated bonds on Shanghai Stock Exchange with a term of 3 years and a

fixed coupon rate of 4.25% paid annually.
As at 30 June 2022, income certificates were with a maturity of 35 days to 198 days and bore interest rates ranging from 3.10% to 6.80% per
annum paid at maturity. (As at 31 December 2021, income certificates were with a maturity of 62 days to 185 days and bore interest rates ranging

from 2.70% to 3.00% per annum paid at maturity.)

As at 30 June 2022, there is no short term corporate bonds. (As at 31 December 2021, short term corporate bonds were with a maturity of 309

days to 339 days and bore interest rates from 2.75% to 3.10% per annum paid at maturity.)

On 15 March 2021, the Company issued RMB1,000,000 thousand of corporate bonds on Shanghai Stock Exchange with a term of 3 years and a

fixed coupon rate of 3.70% paid annually.

On 12 May 2021, the Company issued RMB1,500,000 thousand of corporate bonds on Shanghai Stock Exchange with a term of 3 years and a

fixed coupon rate of 3.59% paid annually.

On 28 June 2021, the Company issued RMB1,000,000 thousand of corporate bonds on Shanghai Stock Exchange with a term of 3 years and a
fixed coupon rate of 3.65% paid annually.

On 30 August 2021, the Company issued RMB1,000,000 thousand of corporate bonds on Shanghai Stock Exchange with a term of 3 years and

a fixed coupon rate of 3.29% paid annually.

On 22 September 2021, the Company issued RMB1,000,000 thousand of corporate bonds on Shanghai Stock Exchange with a term of 2 years

and a fixed coupon rate of 3.40% paid annually.

On 22 November 2021, the Company issued RMB1,500,000 thousand of corporate bonds on Shanghai Stock Exchange with a term of 3 years

and a fixed coupon rate of 3.50% paid annually.
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33. Bonds in issue (continued)

(a) On 24 January 2022, the Company issued RMB1,000,000 thousand of corporate bonds on Shanghai Stock Exchange with a term of 3 years and

a fixed coupon rate of 3.14% paid annually.

n On 7 June 2022, the Company issued RMB1,100,000 thousand of corporate bonds on Shanghai Stock Exchange with a term of 3 years and a

fixed coupon rate of 2.99% paid annually

(s) On 23 March 2022, the Company issued RMB1,000,000 thousand of corporate bonds on Shanghai Stock Exchange with a term of 5 years and a

fixed coupon rate of 3.80% paid annually.

(1) On 28 April 2022, the Company issued RMB1,000,000 thousand of corporate bonds on Shanghai Stock Exchange with a term of 5 years and a

fixed coupon rate of 3.60% paid annually.

(u) On 24 February 2022, the Company issued RMB1,000,000 thousand of subordinated bonds on Shanghai Stock Exchange with a term of 3 years

and a fixed coupon rate of 3.45% paid annually.

34. Financial liabilities at fair value through profit or loss

30 June 31 December

2022 2021

(Unaudited) (Audited)

Interests of other holders of consolidated structured entities 47,235 458,145
Income certificates with variable interest yields 1,289,106 971,561
Bonds 300,995 -
1,637,336 1,429,706

Analysed for reporting purpose as:

Non-current liabilities 497,680 537,017
Current liabilities 1,139,656 892,689
1,637,336 1,429,706
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35. Derivative financial instruments

30 June 2022

Assets Liabilities

(All amounts in RMB’000 unless otherwise stated)

31 December 2021
Assets Liabilities

Futures contracts®

(Unaudited) (Unaudited)

(Audited) (Audited)

Stock options 6,286 (7,857) 17,961 (14,527)
Commodity options 1,165 (1,578) 682 (4,045)
OTC options 262,410 (10,358) 46,056 (83,683)
Interest rate swaps - (8,591) - (3,425)
Return swaps 397,732 (337,197) 420,342 (325,092)

667,593 (360,581) 485,041 (430,772)

Analyzed for reporting purpose as:

30 June 2022

31 December 2021

Assets Liabilities Assets Liabilities

(Unaudited) (Unaudited) (Audited) (Audited)

Current 404,950 (295,051) 413,450 (381,509)
Non-current 262,643 (65,530) 71,591 (49,263)
667,593 (360,581) 485,041 (430,772)
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35. Derivative financial instruments (continued)

(a) Futures contracts

30 June 2022 31 December 2021

Nominal Nominal

value Fair value value Fair value
(Unaudited) (Unaudited) (Audited) (Audited)

SIF 2,908,709 168,013 1,088,183 2,767
Treasury futures 397,050 647 3,332,234 (30,973)
Interest rate futures 33,042 (1,346) 31,550 (32)
Commodity futures 3,429 37 10,811 794
Less: cash received/(paid) as settlement 167,351 (27,444)

Net position of future contracts - -

The future contracts of the Group represent treasury future contracts, commodity futures contracts, interest rate
futures contracts, and stock index futures contracts. The Group settles its gains or losses on treasury future contracts,

commodity futures contracts, interest rate futures contracts and stock index futures (“SIF”) position on a daily basis.
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(All amounts in RMB’000 unless otherwise stated)

36. Financial assets sold under repurchase agreements

30 June 31 December

2022 2021
(Unaudited) (Audited)

Analyzed by asset type:

— Debt securities 14,823,529 11,328,535
— Funds 1,998,182 1,238,109
— Commercial papers 5,271,397 229,366

22,093,108 12,796,010

Analyzed by market:

— Interbank market 11,644,909 8,450,183
— Stock Exchange 5,039,252 3,975,515
— Others 5,408,947 370,312

22,093,108 12,796,010

Analyzed by transaction type:

- Pledged 20,979,119 12,655,065
— Outright 1,113,989 140,945
22,093,108 12,796,010
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(All amounts in RMB’000 unless otherwise stateq)

37. Share capital

All shares issued by the Company are fully paid common shares, with a notional value of RMB1 per share. The number

of shares and nominal value of the Company’s share capital are as follows:

Domestic Shares H Shares Total

Number Number Number
of shares Amount of shares Amount of shares Amount
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Registered, issued and fully paid
at RMB1.0 per share:

1 January 2021 1,935,479 1,935,479 442,640 442,640 2,378,119 2,378,119
Issuance of A shares 453,654 453,654 - - 453,654 453,654
31 December 2021 2,389,133 2,389,133 442,640 442,640 2,831,773 2,831,773
30 June 2022 2,389,133 2,389,133 442,640 442,640 2,831,773 2,831,773

On 15 October 2021, the Company completed its non-public offering of 453,654 thousand A shares with RMB11.22

per share.
The excess of RMB4,636,346 thousand over the par value of RMB453,654 thousand for the 453,654 thousand

ordinary shares issued, net of the relevant incremental costs of RMB107,012 thousand directly contributed to the newly

issued shares of the Group, was credited to “share premium”.
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38. Other non-current liabilities

30 June 31 December

2022 2021

(Unaudited) (Audited)

Margin deposits of derivative contracts 2,669,769 1,425,330
2,669,769 1,425,330

39. Cash and cash equivalents

For the purpose of the condensed consolidated statement of cash flows, cash and cash equivalents include amounts

that can be used to meet short term cash commitments.

30 June 30 June

2022 2021

(Unaudited) (Unaudited)

Cash 34 13
Bank balances 1,282,293 1,945,910
Proprietary clearing settlement funds 911,360 562,412

Cash equivalents
— Financial assets held under resale agreements with original maturity
at or less than 3 months 2,576,944 214,541

4,770,631 2,722,876
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40. Commitments and contingent liabilities

(1

@)

Commitments

As at 30 June 2022, the Group was not involved in any material commitments (31 December 2021: Nil).

Legal proceedings

1)

On 20 September 2019, the Company received a notice of response to a lawsuit filed by a client in Wuxi
Intermediate People's Court of Jiangsu Province against the Company over the dispute over securities
pledged repurchase transaction, claiming that the Company should refund the overcharged amount
and should reimburse losses totaling RMB55,517 thousand to a third-party. On 15 April 2020, Wuxi
Intermediate People's Court issued a civil ruling which rejected this lawsuit. The client filed an appeal
on 29 May 2020, and the case is currently under trial. The Company has recognized provisions of
RMB1,869 thousand in respect of the above case as at 30 June 2022 (31 December 2021: RMB1,869

thousand).

In June 2021, 15 investors of Shandong Longli Biotechnology Co., Ltd. (hereinafter referred to as "Longli
biotechnology") filed a lawsuit to the Intermediate People's Court of Jinan City, Shandong Province for
compensation of the investment loss of RMB2,762 thousand caused by the misrepresentation. The case
was heard on October 28, 2021, the intermediate people's Court of Jinan City, Shandong Province ruled
that the case should come to trial in accordance with the ordinary representative litigation procedure,
and the registration of the right holder began.

In August 2022, Huaying Securities, a wholly-owned subsidiary of the Group, received the Summons
for Court Session, the Notice to Produce Evidence, and the Notice of Notification to the Members
of the Trial Division issued by the Intermediate People's Court of Jinan City, Shandong Province on
August 2, 2022, with 1,628 investors of Longli biotechnology claiming for compensation of plaintiff
for the investment loss, commission, stamp duty, litigation costs and other fees, caused by the
misrepresentation. As the sponsor and securities underwriter of the listing of Longli Bio, Huaying
Securities co-underwent joint and several liability with 12 other natural persons and BDO China Shu Lun
Pan Certified Public Accountants LLP. The above-mentioned case has not yet been heard, and the total
amount claimed by the plaintiffs is still in the process of statistics. Due to this is still an early stage of
the legal proceedings, according to the judgment of the management, the Group has not accrued any

provisions for the potential claims.
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41. Related party transactions
41.1 Transactions and balances with the Company’s controlling shareholder

Wuxi Guolian Development (Group) Co., Ltd. (collectively referred to as “Guolian Group” together with
its subsidiaries) is a wholly state-owned company established in the PRC with a registered capital of
RMB8,391,110 thousand. As at 30 June 2022, Guolian Group directly held 19.21 % of the equity interest in
the Company. In addition, Guolian Group also indirectly held 29.40% equity interest in Company through its
subsidiaries of Guolian Trust Co., Ltd. (“Guolian Trust”), Wuxi Guolian Municipal Electric Power Company (“Wuxi
Electric”), Wuxi Yi Mian Textile Group Co., Ltd. (“Yi Mian Textile”), Wuxi Min Sheng Investment Co., Ltd. (‘Min
Sheng Investment”) and Wuxi Huaguang Environment&Energy Group Co., Ltd. (“Wuxi Huaguang”).

Guolian Trust is the subsidiary of Guolian Group who directly or indirectly held 91.87% of the equity interest. As
at 30 June 2022, Guolian Trust held 13.78% of the equity interest in the Company.

Wuxi Electric is an indirectly wholly-owned subsidiary of Guolian Group. As at 30 June 2022, Wuxi Electric held

9.43% of the equity interest in the Company.

Yi Mian Textile is a direct wholly-owned subsidiary of Guolian Group. As at 30 June 2022, Yi Mian Textile held
2.57% of the equity interest in the Company.

Min Sheng Investment is an indirectly wholly-owned subsidiary of Guolian Group. As at 30 June 2022, Min

Sheng Investment held 2.60% of the equity interest in the Company.
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41. Related party transactions (continued)
41.1 Transactions and balances with the Company’s controlling shareholder (continued)

Wuxi Huaguang is the subsidiary of Guolian Group who directly held 72.15% of the equity interest. As at 30
June 2022, Wuxi Huaguang held 1.03% of the equity interest in the Company.

Transactions during the period

Six months ended 30 June

2022 2021
(Unaudited) (Unaudited)

Income from providing underwriting services 849 849

Balances at the end of the period/year

30 June 31 December

2022 2021
(Unaudited) (Audited)

Cash held for brokerage clients <1 <1
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41. Related party transactions (continued)

41.2 Other related party transactions and balances

The below table lists the Group’s other significant related entities as at 30 June 2022:

Significant related entities

Guolian Futures
Wuxi Guolian Xincheng Investment
Co., Ltd. (“Guolian Xincheng”)

Wuxi Guolian Property Management

Co., Ltd. (“Guolian Property Management”)

Jiangsu Asset Management Co., Ltd.
Jiangsu Lianjia Asset Management

Co., Ltd. (“Lianjia Asset Management”)
Wuxi Union Financing Guarantee

Co., Ltd. (“Union Financing Guarantee”)
Wuxi Taigong Sanatorium Co., Ltd.

(“Taigong Sanatorium”)

Guolian Life Insurance Co., Ltd.

Wuxi Micro Nano Industry Development
Co., Ltd. (“Micro Nano”)

Wuxi Industry Development Group
Co., Ltd. (“Industry Development”)

Wuxi Public Utilities Industrial Group
Co., Ltd. (“Public Utilities”)

Wuxi Guofa Capital Operation Co., Ltd.
(“Guofa Capital”)

Wuxi Rural Commercial Bank (“WRCB”)

Zhonghai Fund Management Co., Ltd.

Founder Securities Co., Ltd.

(“Founder Securities”) (note)

The relationship with the Group

Fellow subsidiary

Fellow subsidiary

Fellow subsidiary

Fellow subsidiary

Fellow subsidiary

Fellow subsidiary

Fellow subsidiary

Associate invested by the controlling shareholder
of the Company

Associate invested by the controlling shareholder
of the Company

The resigned chairman of the company acts as a
chairman of Industry Development

The controlling shareholder director of the Company acts
as a director of Public Utilities

The director of the Company acted as a director of
Guofa Capital

The director of the Company acts as a director of WRCB

Associate invested by the Group

A senior executive of the Company acted as a senior

executive of Founder Securities

Note: Mr. Yin Lei joined the company in June 2022 as the vice president and financial officer of the Company, and used to be a senior

executive of Founder Securities Co., Ltd.. Since the Company is also listed on the Shanghai Stock Exchange and in accordance with the

listing rules of Shanghai Stock Exchange, Founder Securities Co., Ltd. has become a related entity of the company since June 2022.
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41. Related party transactions (continued)
41.2 Other related party transactions and balances (continued)

Transactions during the period

Six months ended 30 June

2022 2021
(Unaudited) (Unaudited)

Income from providing securities brokerage services

— Guolian Futures 51 332

— Guolian Trust 2,771 4,212

— Zhonghai Fund Management Co., Ltd. 534 1,122

— Others 716 873
Income from providing asset management services

— Jiangsu Asset Management Co., Ltd. 457 923

— Guolian Life Insurance Co., Ltd. 111 500

- Lianjia Asset Management 404 S

— Others 61 321
Rental expense

— Jiangsu Asset Management Co., Ltd. 589 354
Interest expense of lease obligation

— Guolian Xincheng 441 691

— Guolian Life Insurance Co., Ltd. 24 151

— Micro Nano 3 =
Income from providing underwriting services

- Jiangsu Asset Management Co., Ltd. 1,415 943

— Public Utilities 415 -

— Guolian Life Insurance Co., Ltd. 264 -
Income from providing financial advisory services

— Jiangsu Asset Management Co., Ltd. 330 =

— Union Financing Guarantee 142 283

— Guolian Trust 47 566

— Industry Development 47 -

Expense for receiving services

— Guolian Property Management 3,248 2,762
— Guolian Xincheng 613 =
— Micro Nano 22 =
— Taigong Sanatorium 141 1,027
— Others 124 70
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41. Related party transactions (continued)
41.2 Other related party transactions and balances (continued)

Transactions during the period

Six months ended 30 June

2022 2021
(Unaudited) (Unaudited)

Income from providing investment advisory services

— Guolian Trust 263 -
- Jiangsu Asset Management Co., Ltd. 189 -
— Others 491 -

Expense for receiving futures investment advisory services
— Guolian Futures 157 104
Interest expense on financial assets sold under

repurchase agreements

— Guofa Capital 63 -

— Others 2 =
Interest expense on due to other financial institution

- WRCB 320 -
Net realised losses from derivative financial instruments

— Founder Securities 1,165 -
Others

— Guolian Life Insurance Co., Ltd. 211 171
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41. Related party transactions (continued)
41.2 Other related party transactions and balances (continued)
Balances at the end of the period/year

30 June 31 December

2022 2021
(Unaudited) (Audited)

Accounts payable

— Guolian Futures 30 30

— Guolian Life Insurance Co., Ltd. 50 50
Lease obligation

— Guolian Xincheng 16,368 21,500

— Guolian Life Insurance Co., Ltd. 1,448 1,849

— Micro Nano 429 =
Other receivables

— Guolian Xincheng - 479

— Guolian Property Management 180 180

— Micro Nano 111 271
Clearing settlement funds

— Guolian Futures 23,223 43,666
Refundable deposits

— Guolian Futures 15,956 18,351
Financial assets sold under repurchase agreements

— Guofa Capital 7,912 7,349
Cash held for brokerage clients

— Guolian Trust 16,095 80

— Zhonghai Fund Management Co., Ltd. 6 <1

— Others 236,744 76,727
Derivative financial assets

— Founder Securities 1,343 -

Derivative financial liabilities
— Founder Securities 220 -

Other than disclosed in above table, the Group’s other related party transactions and balances are as follows:

As at 30 June 2022, the product managed by WRCB subscribed the subordinated bonds issued by the Group,
amounted to RMB50,000 thousand. (Same as at 31 December 2021)
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41. Related party transactions (continued)

41.3 Key management personnel

Key management personnel are those persons who have the power to, directly or indirectly, plan, direct and
control the activities of the Group, including members of the board of directors, board of supervisors and other

members of the senior management.

Six months ended 30 June

2022 2021

(Unaudited) (Unaudited)

Short term employee benefits 4,470 4,371
Post-employment benefits 792 642
5,262 5,013

42. Fair value of financial assets and liabilities

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction

between market participations at the measurement date.

421

Financial instruments not measured at fair value

The Group’s fair value of the bonds in issue as at 30 June 2022 was amounted to RMB19,160,259 thousand
(81 December 2021: RMB18,043,652 thousand), and the carrying amount was RMB19,247,917 thousand (31
December, 2021: 18,232,417 thousand). The Group uses the discounted cash flow model based on a current

yield curve appropriate for the remaining term to maturity to evaluate the fair value of the bonds in issue.
Except above bonds in issue, the directors of the Company consider that the carrying amounts of financial

assets and financial liabilities recorded at amortised cost in the condensed consolidated statement of financial

position approximate their fair values.
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42. Fair value of financial assets and liabilities (continued)

42.2 Financial instruments measured at fair value

As at 30 June 2022 Level 1 Level 2 Level 3 Total
RMB’000 RMB’000 RMB’000 RMB’000
Assets
Financial assets at FVTPL
- Debt instruments 4,246,433 23,056,634 368,518 27,671,585
- Equity instruments 975,268 8,130,739 2,841,391 11,947,398
Debt instruments at FVTOCI - 3,835,236 - 3,835,236

Equity instruments at fair value
through Other comprehensive

income 2,467,859 - - 2,467,859
Derivative financial assets 7,451 233,845 426,297 667,593
Total 7,697,011 35,256,454 3,636,206 46,589,671
Liabilities

Financial liabilities at FVTPL
— Interests of other holders of
consolidated structured

entities - - (47,235) (47,235)

- Income certificates with
variable interests - - (1,289,106) (1,289,106)
- Bonds (300,995) - - (300,995)
Derivative financial liabilities (9,435) (233,639) (117,507) (360,581)
Total (310,430) (233,639) (1,453,848) (1,997,917)
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42. Fair value of financial assets and liabilities (continued)

42.2 Financial instruments measured at fair value (continued)

As at 31 December 2021 Level 1 Level 2 Level 3 Total
RMB’000 RMB’000 RMB’000 RMB’000
Assets
Financial assets at FVTPL
- Debt instruments 2,752,962 14,494,906 282,537 17,530,405
- Equity instruments 1,759,488 7,183,394 1,236,804 10,179,686
Debt instruments at FVTOCI - 6,240,445 - 6,240,445

Equity instruments at fair value
through Other comprehensive

income 2,579,203 - - 2,579,203
Derivative financial assets 18,643 322,174 144,224 485,041
Total 7,110,296 28,240,919 1,663,565 37,014,780
Liabilities

Financial liabilities at FVTPL
— Interests of other holders of
consolidated structured

entities - - (458,145) (458,145)

- Income certificates with
variable interests - - (971,561) (971,561)
Derivative financial liabilities (18,572) (199,572) (212,628) (430,772)
Total (18,572) (199,572) (1,642,334) (1,860,478)
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42. Fair value of financial assets and liabilities (continued)
42.2 Financial instruments measured at fair value (continued)

Financial instruments in Level 2

The following table presents the Group’s financial assets and liabilities that are measured at fair value by the
level 2 in the fair value hierarchy into which the fair value measurement is categorised at 30 June 2022 and 31
December 2021.

As at As at
30 June 31 December

Financial assets/liabilities 2022 2021 Valuation technique(s) and key input(s)

Financial assets at FVTPL

- Bonds 17,581,957 13,750,955  Discounted future cash flows estimated based on contractual
amounts and coupon rates that reflect the credit risk of the
bonds.

- Asset backed securities 137,833 280,344  Discounted future cash flows estimated based on expected
recoverable amounts at rates that reflect credit risk of

securities.
- Equity securities listed on National 10,251 11,898  Recent transaction prices.
Equities Exchange and Quotation
- Investment funds 1,797,636 1,200,313  Net asset value as published by the fund managers.
- Collective asset management 2,194,633 195,311 Calculated based on the fair value of the underlying
schemes investments which are debt securities and publicly traded

equity investments in each portfolio.

- Wealth management products 139,208 265,685 Discounted future cash flows estimated based on expected
return that reflect the credit risk of the products.

- Private equity funds 3,871,171 5,245,380 Calculated based on the fair value of the underlying
investments which are debt securities and publicly traded
equity investments in each portfolio.

- Trust schemes 117,841 264,807  Calculated based on the fair value of the underlying

investments which are debt securities and publicly traded
equity investments in each portfolio.
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42. Fair value of financial assets and liabilities (continued)
42.2 Financial instruments measured at fair value (continued)
Financial instruments in Level 2 (continued)

As at As at

30 June 31 December
Financial assets/liabilities 2022 2021 Valuation technique(s) and key input(s)

- Commercial papers 5,336,843 463,607  Discounted future cash flows estimated based on contractual
amounts and interest rates that reflect the credit risk of the
commercial papers.

Financial assets at FVTOCI

- Bonds 3,835,236 6,240,445 Discounted future cash flows estimated based on contractual
amounts and coupon rates that reflect the credit risk of the
bond.

Derivative financial assets

- Return swaps 233,845 322,174  Calculated based on the difference between the equity return
of underlying equity securities based on quoted prices from
stock exchanges and the fixed income agreed in the swap
agreements.

Derivative financial liabilities

- Interest rate swaps (3,591) (3,425) Discounted cash flows with future cash flows that are
estimated based on contractual terms, discounted at a rate
that reflects the credit risk.

- Return swaps (230,048) (196,147) Calculated based on the difference between the equity return
of underlying equity securities based on quoted prices from
stock exchanges and the fixed income agreed in the swap
agreements.
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42. Fair value of financial assets and liabilities (continued)
42.2 Financial instruments measured at fair value (continued)
Financial instruments in Level 3
The following table presents the Group’s financial assets and liabilities that are measured at fair value by the

level 3 in the fair value hierarchy into which the fair value measurement is categorised at 30 June 2022 and 31
December 2021.

As at As at

30 June 31 December
Financial assets/liabilities 2022 2021 Valuation technique(s) and key input(s)

Financial assets at FVTPL

- Bonds 368,518 282,537  Discounted cash flow method. The future cash flows are
estimated based on the expected recoverable amount and
discounted at the interest rate reflecting the credit risk of the

bond.
- Collective asset 20,146 48,204  Calculated based on the fair value of the underlying
management schemes investments which invest in listed shares with lock up

periods in which the fair value is determined with reference
to the quoted market prices with an adjustment or discount
for lack of marketability.

- Private equity funds 2,396,493 770,586  Calculated based on the fair value of the underlying
investments which invest in listed shares with lock up
periods in which the fair value is determined with reference
to the quoted market prices with an adjustment or discount
for lack of marketability.

- Unlisted equity investments 360,254 340,491  Calculated by using asset-based approach or market
approach, with an adjustment or discount for lack of
marketability. The key inputs are the value of the assets and
liabilities or main financial indicators of target companies,
indicators such as P/E and P/B multiples of comparable
listed companies, and liquidity discount rate.

- Restricted stocks 64,498 77,523  The fair value is determined with reference to the quoted

market prices with an adjustment or discount for lack of
marketability.
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42. Fair value of financial assets and liabilities (continued)
42.2 Financial instruments measured at fair value (continued)

Financial instruments in Level 3 (continued)

As at As at
30 June 31 December

Financial assets/liabilities 2022 2021 Valuation technique(s) and key input(s)

Derivative financial assets

- OTC options 262,410 46,056  The option pricing model is used which is calculated based
on the option exercise price, the price and volatility of the
underlying equity instrument, the option exercise time, and
the risk-free interest rate.

- Return swaps 163,887 98,168  Calculated based on the difference between the equity return
of underlying restricted stocks of which the fair value is
determined with reference to the quoted market prices with
an adjustment or discount for lack of marketability and the
fixed income agreed in the swap agreements.

Financial liabilities at FVTPL

- Interests of other holders of (47,235) (458,145) Calculated based on the fair value of the underlying
consolidated structured entities investments and other inputs management considers to be
appropriate.
- Income certificates with variable (1,289,106) (971,561)  The fair value of the income certificate is the sum of the fair
interests value of embedded option and the discounted future cash

flows from the host contract of the debt instrument.

The fair value of option is calculated using option pricing model
with major inputs including the option exercise price, the
price and volatility of the underlying equity instrument, the
option exercise time and the risk-free interest rate, etc.

The fair value of host contract of debt instrument is calculated

based on expected future cash flow discounted by the
discount rate reflecting the Company’s own credit risk.
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42. Fair value of financial assets and liabilities (continued)
42.2 Financial instruments measured at fair value (continued)

Financial instruments in Level 3 (continued)

As at As at

30 June 31 December
Financial assets/liabilities 2022 2021 Valuation technique(s) and key input(s)

Derivative financial liabilities

- OTC options (10,358) (83,683) The option pricing model is used which is calculated based
on the option exercise price, the price and volatility of the
underlying equity instrument, the option exercise time, and
the risk-free interest rate.

- Return swaps (107,149) (128,945) Calculated based on the difference between the equity return
of underlying restricted stocks of which the fair value is
determined with reference to the quoted market prices with
an adjustment or discount for lack of marketability and the
fixed income agreed in the swap agreements.
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42. Fair value of financial assets and liabilities (continued)
42.2 Financial instruments measured at fair value (continued)
Financial instruments in Level 3 (continued)

30 June 2022 and 31 December 2021

Fair value Relationship of unobservable input(s) to

Financial assets/liabilities hierarchy Significant unobservable input(s) fair value

Financial assets at FVTPL
- Bonds Level 3 o The estimated future cash flows o The higher the estimated future cash
flows, the higher the fair value.
o Discount rates reflecting the credit

risk of the bond. o The lower the discount rate, the higher
the fair value.

- Collective asset management schemes Level 3 o The portfolio contains restricted o The lower the discount rate, the higher
stocks, whose fair value is the fair value.

determined with reference to

the quoted market prices with an
adjustment or discount for lack of
marketability.

- Private equity funds Level 3 o Discount rates that correspond to ¢ The lower the discount rate, the higher
lack of marketability. the fair value.
- Unlisted equity investments Level 3 o Valuation multiples e.g. P/E, o The higher the valuation multiples, the
P/B or P/S higher the fair value.
o Discount rates that correspond ¢ The lower the discount rate, the higher
to lack of marketabilty. the fair value.
- Restricted stocks Level 3 o Anadjustment or discount for o The lower the discount rate, the higher
lack of marketability. the fair value.
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42. Fair value of financial assets and liabilities (continued)
42.2 Financial instruments measured at fair value (continued)
Financial instruments in Level 3 (continued)

30 June 2022 and 31 December 2021 (continued)

Fair value Relationship of unobservable input(s) to

Financial assets/liabilities hierarchy Significant unobservable input(s) fair value

Derivative financial instruments

- OTC options Level 3 o The volatility of the underlying o The higher the volatility of the
equity instrument for option underlying equity instrument,
the higher the fair value
- Return swaps Level 3 o Anadjustment or discount for ¢ The lower the discount rate, the
lack of marketabiliy. higher the fair value.

Financial liabilities at FVTPL

- Interests of other holders of consolidated Level 3 o Other adjustments based on the o The higher the adjusted value, the
structured entities fair value of underlying assets lower the fair value.
- Income certificates with variable interests Level 3 o The volatility of the underlying equity ®  The higher the volatility of the
instrument for option underlying equity instrument,

the higher the fair value
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42. Fair value of financial assets and liabilities (continued)
42.2 Financial instruments measured at fair value (continued)
Financial instruments in Level 3 (continued)

The following table presents the changes in Level 3 instruments for the six months ended 30 June 2022 and 30
June 2021.

Financial
assets Financial
at FVTPL Financial assets Financial Derivative Derivative
- Collective Financial assets at FVTPL assets financial financial

asset assets at FVTPL - Unlisted at FVTPL assets assets

Management at FVTPL Private equity - Restricted -0TC - return

scheme Bonds equity funds  investments stocks options swaps Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Balance at 1 January 2022 48,204 282,537 770,586 340,491 77,523 46,056 98,168 1,663,565
Fair value change 4,610 9,881 47,013 (19,211) (28,436) 216,354 65,719 295,930
Transfers into level 1 - - - - (17,550) - - (17,550)
Increase 15,000 81,614 1,578,894 38,974 41,501 - - 1,755,983
Decrease (47,668) (5,514) - - (8,540) - - (61,722)
Balance at 30 June 2022 20,146 368,518 2,396,493 360,254 64,498 262,410 163,887 3,636,206

For the period from 1 January 2022 to 30 June 2022, the Group’s restricted stocks was partially unblocked,
and fair value hierarchy of these financial instruments transferred from level 3 to level 1. At 30 June 2022, the
fair value of these stocks that the Group still owned is 17,550 thousands. There was no other transfer between

levels (1 January 2021 to 30 June 2021: there was no transfer between levels).
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42. Fair value of financial assets and liabilities (continued)
42.2 Financial instruments measured at fair value (continued)
Financial instruments in Level 3 (continued)

The following table presents the changes in Level 3 instruments for the six months ended 30 June 2022 and 30
June 2021. (continued)

Financial
assets Financial
at FVTPL Financial assets Financial Derivative Derivative
- Collective Financial assets at FVTPL assets financial financial

asset assets at FVTPL - Unlisted at FVTPL assets assets

Management at FVTPL Private equity - Restricted -0TC - return

scheme Bonds  equity funds  investments stocks options swaps Total
RMB'000 RMB'000 RMB'000 RMB’000 RMB’000 RMB'000 RMB'000 RMB'000

Balance at 1 January 2021 2,695 169,075 - 140,675 7,999 24,419 - 344,863
Fair value change 18,409 (47,529) 27,421 24,615 (219 46,542 - 69,239
Increase 269,388 486,960 948,407 116,155 1,486 - - 1,822,396
Decrease (3,114) - - - - - - (3,114)
Balance at 30 June 2021 287,378 608,506 975,828 281,445 9,266 70,961 - 2,233,384
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42.2 Financial instruments measured at fair value (continued)

Financial instruments in Level 3 (continued)

42. Fair value of financial assets and liabilities (continued)

The following table presents the changes in Level 3 instruments for the six months ended 30 June 2022 and 30

June 2021. (continued)

Financial liabilities

Financial liabilities

at FVTPL at FVTPL Derivative

- Interests of - Income Derivative financial

other holders certificates financial liabilities

of consolidated with variable liabilities Interest rate
structured entities interests - OTC options & return swaps Total
RMB'000 RMB’000 RMB’000 RMB’000 RMB’000
Balance at 1 January 2022 458,145 971,561 83,683 128,945 1,642,334

(Gains)/losses recognised in

profit or loss 27,124 (61,804) (73,325) (21,796) (129,801)
Increase - 880,294 - - 880,294
Decrease (438,034) (500,945) - - (938,979)
Balance at 30 June 2022 47,235 1,289,106 10,358 107,149 1,453,848

Financial liabilities

Financial liabilities

at FVTPL at FVTPL Derivative

- Interests of - Income Derivative financial

other holders certificates financial liabilities

of consolidated with variable liabilities Interest rate
structured entities interests - OTC options & return swaps Total
RMB’000 RMB’000 RMB'000 RMB'000 RMB'000
Balance at 1 January 2021 44,770 311,989 587,293 - 944,052

(Gains)/losses recognised in

profit or loss 39,086 (226) (12,569) - 26,291
Increase - 683,961 69,256 - 753,217
Decrease - (309,200) (181,952) - (491,152)
Balance at 30 June 2021 83,856 686,524 462,028 - 1,232,408
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43. Events after the end of the reporting period
43.1 Offering of corporate bonds

On 11 August 2022, the Company issued RMB1,500,000 thousand of long term financing bond with a term of
1,096 days and an interest rate of 3.10% per annum paid at maturity.

In addition to the above, there are no other significant events after the end of the reporting period.

112 GUOLIAN SECURITIES CO., LTD. Interim Report 2022



	Cover
	Contents
	Company Information
	Financial Highlights
	Management Discussion and Analysis
	Other Information
	Definitions
	Report on Review of Condensed Consolidated Financial Statements
	Condensed Consolidated Statement of Profit or Loss
	Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income
	Condensed Consolidated Statement of Financial Position
	Condensed Consolidated Statement of Changes in Equity
	Condensed Consolidated Statement of Cash Flows
	Notes to the Condensed Consolidated Financial Statements

