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Important Notice

The Board, the supervisory committee, directors, supervisors and senior management of the Company
warrant the truthfulness, accuracy and completeness of the contents in this interim results announcement (the
“Announcement”) and there is no misrepresentation, misleading statement or material omission from the

Announcement and severally and jointly accept legal responsibilities thereof.

This report was duly considered and approved at the fifth meeting of the fifth session of the Board in
accordance with the relevant laws. Saved as the absent directors disclosed in the table below, all other directors
of the Company attended such Board meeting. All absent directors for such Board meeting authorized other
directors of the Company to attend and vote at such Board meeting. None of the Company's directors raised

any objection to this report.

The Absent Directors

Positions held by the Names of the Reasons given by

absent directors absent directors the absent directors Names of proxies
Executive Director WANG Song Business engagement YANG Dehong
Non-executive Director LIU Ying Business engagement YANG Dehong
Non-executive Director WANG Yongjian Business engagement XIANG Dong

The interim condensed consolidated financial statements is unaudited. The 2017 interim condensed
consolidated financial statements of the Company prepared in accordance with the International Financial

Reporting Standards have been reviewed by Ernst & Young.

YANG Dehong, the person in charge of the Company, and XIE Lebin, the person in charge of accounting affairs
and the person in charge of the accounting department (head of the accounting department) of the Company,
warrant the truthfulness, accuracy and completeness of the financial statements contained in this half-yearly

report.

The Company had no profit distribution proposal or proposal on transfer of capital reserve fund into capital for
the first half of 2017.

Forward-looking statements included in this report, including future plans and development strategies, do not
constitute a substantial commitment of the Company to investors. Investors and persons concerned shall be

fully aware of the risks and understand the difference between plans, estimates and commitments.

There was no appropriation of funds on a non-operating basis by the Company’s controlling shareholders or

their related parties.

The Company has not provided any external guarantees in violation of the prescribed decision-making

procedures.

The risks faced by the Company in its operations mainly include market risk, credit risk, liquidity risk and
operational risk. The Company has established an effective internal control system, compliance management
system and a dynamic regulatory system based on risk control indicators to ensure that the operations of the
Company are conducted within an extent of predictable, controllable and tolerable risks. Investors are advised
to read the "Discussion and Analysis of Operation Condition” as set out in Section IV of this report carefully for

risks related to the operations of the Company.

GUOTAI JUNAN SECURITIES CO., LTD.



Section |

Section Il

Section llI

Section IV

Section V

Section VI

Section VII

Section VIII

Section IX

Section X

Section X

Section XlI

Contents

Definitions

Company Profile and Key Financial Indicators
Summary of Businesses of the Company

Discussion and Analysis of Operation Condition
Significant Events

Changes in Ordinary Shares and Particulars about Shareholders
Preferred Shares

Directors, Supervisors and Senior Management
Corporate Bonds

Interim Condensed Consolidated Financial Statements
Documents Available for Inspection

Information Disclosure of Securities Company

18

21

52

80

88

89

93

99

178

179

INTERIM REPORT 2017



Section | Definitions

In this report, unless the context otherwise requires, the following terms and expressions have the meanings

set forth below:

Definitions of frequently-used terms
CSRC

Shanghai Bureau of the CSRC

SAC

SSE

SZSE

Hong Kong Stock Exchange

the Company/Company/Guotai Junan
the Group/Group

International Group

Shanghai SA

Shenzhen Investment Holdings

Shanghai Trust

Guotai Junan Asset Management

Guotai Junan Futures
Guotai Junan Financial Holdings

Hong Kong Companies

GUOTAI JUNAN SECURITIES CO., LTD.

China Securities Regulatory Commission (FEIFEAFEEEREZE )
Shanghai Office of the China Securities Regulatory Commission
Securities Association of China (T BIZEHFZEH®)

Shanghai Stock Exchange

Shenzhen Stock Exchange

The Stock Exchange of Hong Kong Limited

Guotai Junan Securities Co., Ltd.

Guotai Junan Securities Co., Ltd. and its subsidiaries

Shanghai International Group Co., Ltd. (E/BEIFREE AR A7)

Shanghai State-owned Assets Operation Co., Ltd. (E/8EBEELE
BRAR)

Shenzhen Investment Holdings Co., Ltd. (FII[T & &= AR A F))
Shanghai International Trust Co., Ltd. (E/8BE{E5E B R A R])

Guotai Junan Securities Asset Management Co., Ltd. (E/8BIZRE 2 /&
SFEEEEARAT)

Guotai Junan Futures Co., Limited (BIZ=E TS ER A7)
Guotai Junan Financial Holdings Co., Ltd. (BZ= & L& RIER BR A 7))

Guotai Junan Financial Holdings Co., Ltd. and its controlled

subsidiaries



Guotai Junan International

Guotai Junan Innovation Investment

GTJA Allianz Funds
Shanghai Securities
Hicend Futures
Guoxiang Properties

Haiji Securities
HuaAn Funds

CIFM

SPD Bank

Shanghai Rural Commercial Bank

Convertible Bonds

Model Code

Hong Kong Listing Rules

Code

SFO

ABS

Section |

Definitions

Guotai Junan International Holdings Limited (BEIZx & Z BB IZRER A
R]) (stock code: 1788), controlled by Guotai Junan Financial Holdings
Co., Ltd. and a public company listed on the Hong Kong Stock

Exchange

Guotal Junan Innovation Investment Co., Ltd. (AZREZAIFIREGR
NG

GTJA Allianz Funds Management Co., Ltd. (BB ZE S EEHFRAF)

FEESFBREAETAR)
Hicend Futures Co., Ltd. (BZEIE B R A7)
FEBAEEBR AR

Haiji Securities Co., Ltd. (BEFBREER

Shanghai Securities Co., Ltd. (

Shanghai Guoxiang Properties Co., Ltd. (

HuaAn Funds Management Co., Ltd. FELZE S EIRBR A A)

China International Fund Management Co., Ltd. (EI%ERELSERHF
EY/NET)!

ERRRBERRTBROERAF)
ERENBRRITRNER

Shanghai Pudong Development Bank (

Shanghai Rural Commercial Bank Co., Ltd. (
NE]))

the convertible corporate bonds (which can be converted into the
Company’s A Shares) amounting to RMB7 billion issued by the
Company on 7 July 2017 and listed on SSE on 24 July 2017

the Model Code for Securities Transactions by Directors of Listed
Issuers as set out in Appendix 10 to the Hong Kong Listing Rules

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

the Corporate Governance Code and Corporate Governance Report
as set out in Appendix 14 to the Hong Kong Listing Rules

the Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong), as amended, supplemented and modified otherwise

from time to time

Asset-backed Securities

INTERIM REPORT 2017



Section | Definitions

A Shares domestic shares of the Company, with a nominal value of RMB1.00
each, which are listed on the Shanghai Stock Exchange and are traded
in RMB

H Shares overseas listed foreign shares of the Company with nominal value of
RMB1.00 each, which are listed on the Hong Kong Stock Exchange
and traded in Hong Kong dollars

FICC Fixed income, currencies and commodities
PB Prime Broker

Reporting Period the first half of 2017

Yuan RMB

HK$ Hong Kong dollars

the PRC the People’s Republic of China

GUOTAI JUNAN SECURITIES CO., LTD.



Section Il Company Profile and Key Financial Indicators

PROFILE

Name in Chinese
Abbreviation in Chinese
Name in English
Abbreviation in English
Legal Representative
President

Authorized Representatives

Joint Company Secretaries

Registered Capital and Net Capital

Registered Capital
Net Capital

BRAB T F RN BER AR
BREL - BIREBLILFH

Guotai Junan Securities Co.,Ltd.
GTJA, Guotai Junan Securities
YANG Dehong

WANG Song

YANG Dehong, YU Jian

YU Jian, KWONG Yin Ping Yvonne

Unit: RMB'000

At the

end of the

Reporting At the end of
Period the last year

7,625,000 7,625,000
96,640,233 80,338,196

Note: In April 2017, the Company issued 1,040,000,000 H Shares and was listed on the Hong Kong Stock
Exchange. In May 2017, the Company issued additional 48,933,800 H Shares. Thus, the Company's
total capital increased to 8,713,933,800 shares. As of the release date of the report, the Company is
applying for the registration change of the registered capital.
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Section Il Company Profile and Key Financial Indicators

Business Qualifications for Each Individual Business of the Company

1. Individual Business Qualifications of the Company
No. Approval Department Qualification Name/Membership
1 The People’s Bank of China Interbank Borrowing Qualification (Yin Huo Zheng

[2000] No. 122,Yin Zong Bu Han [2016] No. 22)
First-class Dealer for Open Market Operations

(Yin Huo Zheng [2004] No. 1,

Open Market Operations Announcement [2016] No. 3)
Interbank Bonds Market Maker (Yin Fa [2004] No. 157)
Free Trade Accounting Business (August 2015)

2 CSRC and its local branches Operation license of securities businesses: securities
brokerage; securities investment advisory;
securities transaction and securities investment
related financial advisory; securities underwriting
and sponsoring; securities proprietary trading;
margin financing and securities lending;
agency sale of securities investment fund;
agency sale of financial products;
stock option market making. (Number: 10270000)
Online Agency Securities Trading
(Zheng Jian Xin Xi Zi [2001] No. 3)
Entrusted Investment Management Business
(Zheng Jian Ji Gou Zi [2002] No. 149)
Agency Sale Business of Open-ended Securities Investment
Fund (Zheng Jian Ji Jin Zi [2002] No. 31)
Provision of Intermediary Introduction Business for Futures
Companies (Zheng Jian Xu Ke [2008]
No. 124, Hu Zheng Jian Ji Gou Zi [2010] No. 103)
Participating in Stock Index Futures Transaction
(Hu Zheng Jian Ji Gou Zi [2010] No. 253)
Bond-pledged Quotation and Repurchase Business
(Ji Gou Bu Bu Han [2011] No. 573, Shang Zheng Han
[2013] No. 257)
Agreed Repurchase Securities Trading Business
(Ji Gou Bu Bu Han [2012] No. 250)
Integrated Financial Services (Ji Gou Bu Bu Han
[2012] No. 555)

GUOTAI JUNAN SECURITIES CO., LTD.
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No.

3

4

Approval Department

Securities Association of China

China Securities Depository and

Clearing Corporation Limited

Company Profile and Key Financial Indicators

Qualification Name/Membership

Margin Financing and Securities Lending Business
(Zheng Jian Xu Ke [2013] No.311)

Agency Sale of Financial Products

(Hu Zheng Jian Ji Gou Zi [2013] No. 56)
Comprehensive Custody Pilot Business for Private
Equity Funds (Ji Gou Bu Bu Han [2013] No.173)

Pilot of Agency Services for Gold and Other Precious
Metal Spot Contracts and Proprietary Business

for Gold Spot Contracts (Ji Gou Bu Bu Han [2014] No. 121)
Qualification for Securities Investment Fund

Custody Business (Zheng Jian Xu Ke [2014] No. 511)
Foreign Exchange Business such as Proprietary Foreign
Exchange Trading and Foreign Exchange Settlement
and Sale on behalf of Customers,

Proprietary Foreign Exchange Trading and Foreign
Exchange Trading on behalf of Customers

(Letter No. [2014]1614 of the Institutions

Supervision Department for Securities Fund)

Stock Options Market Making Business (Zheng Jian Xu Ke
[2015] No. 154)

Proprietary Participation in Carbon Emissions Trading
(Ji Gou Bu Han [2015] No. 862)

Qualification for Participating in Related Innovation
Activities (February 2005)

Quotation Transfer Business (Zhong Zheng Xie [2006] No. 3)
Pilot of Underwriting Business of SME Private

Placement Bonds (Zhong Zheng Xie Han [2012] No. 378)
OTC Trading Business (Zhong Zheng Xie Han [2012] No. 825)
Financial Deriatives Business (Zhong Zheng

Xie Han [2013] No. 1224)

Internet Securities Business

(Zhong Zheng Xie Han [2014] No. 155)

Agency Registration Business (April 2002)

Clearing Participant (China Clearing Office [2006] No. 67)
Class A Clearing Participant

(China Clearing Office [2008] No. 24)
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Section Il Company Profile and Key Financial Indicators

No. Approval Department Qualification Name/Membership

5 China Securities Pilot Margin and Securities Refinancing Business
Finance Corporation Limited (Zhong Zheng Jin Han [2012] No. 116)
Pilot Securities Refinancing Business
(Zhong Zheng Jin Han [2013] No. 45)

6 Shanghai Stock Exchange/ Treasury Bonds Outright Repo Business (December 2004)
Shenzhen Stock Exchange Carrying out the Business of “SSE Fund Connect

(EFEES)" (July 2005)
First-class Dealer for SSE 180 Trading Open-ended Index
Securities Investment Fund (March 2006)
Trader of Integrated Electronic Platform for Fixed
Income Securities (Shang Zheng Hui Han [2007] No.90)
Qualified Investor of Block Trade System (No.A00001)
Stock Pledge Repo Business (Shang Zheng Hui Zi
[2013] No. 64, Shen Zheng Hui [2013] No. 58)
Southbound Business
(Shang Zheng Han [2014] No. 654)
Participant for Trading of Stock Options
(Shang Zheng Han [2015] No. 66)
Trading Authorization for Southbound under
Shenzhen-Hong Kong Stock Connect (Shen Zheng Hui
[2016] No. 326)

7 State Administration of Securities Brokerage and Underwriting Business
Foreign Exchange of Foreign Currency (Hui Zi Zi No. SC201221)

Transactions of Spot Sale and Purchase of Foreign Exchange
and RMB and Foreign Exchange Related Derivative
Business (Hui Fu [2014] No. 325)
Filling for Businesses,such as Quanto Product Settlement
and Sale, Foreign Exchange Settlement and Sale for
QFIl Custody Customer, Foreign Exchange Trading
on behalf of Customers (Hui Zong Bian Han [2016] No. 505)

8 National Association of Financial Main Underwriting Business of Debt Financing Instruments
Market Institutional Investors for Non-financial Businesses (Announcement of National
Association of Financial Market Institutional
Investors [2012] No. 19)

GUOTAI JUNAN SECURITIES CO., LTD.



Section Il Company Profile and Key Financial Indicators

No. Approval Department

9 Shanghai Gold Exchange

10 National Equities Exchange
and Quotations

11 China Foreign Exchange
Trading Center

12 Interbank Market Clearing

House Company Limited

No. Name of Subsidiary

1 Hong Kong Companies

Qualification Name/Membership

Special Membership Qualification
International Membership (Class A) Qualification (Certificate
No: IM0046)

Interbank Gold Price Inquiries Business

Sponsoring Broker-dealers Market Making
Business (Gu Zhuan Xi Tong Han [2014] No. 706)

China Interbank FX Market Membership

(Zhong Hui Jiao Fa [2015] No. 3)

China Interbank FX Market Derivatives Membership
(Zhong Hui Jiao Fa [2015] No. 59)

Central Clearing Transaction of Shipping and Commodities
Derivatives (Zhun Zi [2015] No. 016 for Membership
of Clearing House)

Individual Business Qualifications of the Controlled Subsidiaries

Qualification Name/Membership

Type 1 (dealing in securities)

Type 2 (dealing in futures contracts)
Type 3 (leveraged foreign exchange trading)
Type 4 (advising on securities)

Type 5 (advising on futures contracts)

Type 6 (advising on corporate finance)

Type 9 (asset management)

Exchange Participant Certificate and Exchange Trading
Right Certificate issued by Hong Kong Stock Exchange
Market-maker Permit for Securities (Exchange-Traded Funds)
issued by Hong Kong Stock Exchange

Exchange Participant Certificate and Exchange Trading
Right Certificate issued by Hong Kong Futures

Exchange Limited

Participant Certificate of Future Clearing Company issued
by HKFE Clearing Corporation Limited

Money Lender License issued by

Hong Kong Companies Registry

Principal Intermediary Qualification issued by the Hong
Kong Mandatory Provident Fund Schemes Authority

RMB Qualified Overseas Institutional Investors

INTERIM REPORT 2017
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No. Approval Department

2 Guotai Junan Asset
Management
3 Guotai Junan Futures

and its subsidiaries

GUOTAI JUNAN SECURITIES CO., LTD.

Qualification Name/Membership

Qualified Overseas Institutional Investors

Membership Certificate Issued by the

Hong Kong Confederation of Insurance Brokers
Registered Fund Management Company

Qualification Issued by Monetary Authority of Singapore
Financial Adviser's License issued

by Monetary Authority of Singapore

Operation permit of securities business: securities

asset management business. (Number: 10278001)
Qualified Domestic Institutional Investor Participating in
Administration of Overseas Securities Investment
(Zheng Jian Ji Gou Zi [2010] No. 631)

Asset Management Business Participating in the Trading
of Stock Index Futures

(Hu Zheng Jian Ji Gou Zi [2011] No. 38)

Pilot of Cash Management Products Pilot

(Zheng Jian Xu Ke [2012] No. 828)

Permit for Securities and Futures Operation
Business (N0.91310000100020711J)
Comprehensive Settlement Business for Financial
Futures (Zheng Jian Qi Huo Zi [2007] No. 148)
Qualification for futures investment consulting business
(Zheng Jian Xu Ke [2011] No. 1449)

Asset Management Business

(Zheng Jian Xu Ke [2012] No. 1506)

Financing Contracts Services, Basis Trading,
Cooperation Hedge, Pricing Services

(Zhong Qi Xie Bei Zi [2015] No. 67)



Section |l

No.

4

Approval Department

Shanghai Securities

and its subsidiaries

Company Profile and Key Financial Indicators

Qualification Name/Membership

Operation permit of securities businesses:securities
brokerage; securities investment advisory; securities
transaction and securities investment activities related
financial advisory; securities (excluding stocks, corporate
bonds issued by listed companies) underwriting; securities
proprietary trading; securities asset management; margin
financing and securities lending; securities investment

fund agency sales; agency sales of financial products;.
(Number: 10710000)

Online Agency Securities Trading

(Zheng Jian Xin Xi Zi [2001] No. 8)

Entrusted Investment Management Business

(Zheng Jian Ji Gou Zi [2002] No. 203)

Interbank Borrowings Business

(Yin Fu [2003] No. 68, Yin Zong Bu Han [2013] No. 79)
Agency Sale Business of Open-ended Securities Investment
Fund (Zheng Jian Ji Jin Zi [2004] No. 74)

SSE Treasury Bonds Outright Repo

Business (December 2004)

Clearing Participant of China Securities Depository and
Clearing Corporation Limited

(China Clearing Office [2006] No. 61)

Class A Clearing Participant of China Securities Depository
and Clearing Corporation Limited (February 2008)

Provision of Intermediary Introduction Business for Futures
Companies (Zheng Jian Xu Ke [2008]

No. 1039, Hu Zheng Jian Ji Gou Zi [2010] No. 133)
Qualification for Participating in Related Innovation
Activities (December 2005)

No Objection Letter on Implementation of Broker system
by Shanghai Securities (Zheng Jian Ji Gou Zi [2009] No. 260)
Pilot of Bond-pledged Quotation and Repurchase

Business (Ji Gou Bu Bu Han [2012] No. 596)

Margin Financing and Securities Lending Business (Zheng
Jian Xu Ke [2012] No. 621)

Foreign Currency Securities Brokerage Business (Hui Zi No.
SC201211)

Margin and Securities Refinancing Business

(Zhong Zheng Jin Han [2013] No. 25)

INTERIM REPORT 2017
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No. Approval Department

5 GTJA Allianz Funds

GUOTAI JUNAN SECURITIES CO., LTD.

Qualification Name/Membership

Agreed Repurchase Securities Trading Entitlement
(Shang Zheng Hui Zi [2013]

No. 22, Shen Zheng Hui [2013] No. 15)

Stock Collateral Repo Trading Entitlement

(Shang Zheng Hui Zi [2013] No.137,

Shen Zheng Hui [2013] No. 73)

Agency Sale of Financial Products

(Hu Zheng Jian Ji Gou Zi [2013] No. 19)

Engaging in Recommended Business and Brokerage
Business on the National Equities Exchange and
Quotations System (Gu Zhuan Xi Tong Han [2013] No. 80)
Engaging in Market Making Business on the

National Equities Exchange and Quotations

(Gu Zhuan Xi Tong Han [2014] No. 724)

Qualification for participant of the Trader Quote Requests
and Market Maker Quote Mechanisms (business entitlement:
investment, agency transaction, innovation and design,
recommendation, exhibition)

Business for Hong Kong Stock Connect

(Shang Zheng Hui Han [2014] No. 367)

Trading Authorization for Hong Kong Stock Connect under
Shenzhen-Hong Kong Stock Connect

(Shen Zheng Hui [2016] No. 330)

Participant of Stock Option Trading of Shanghai

Stock Exchange (Shang Zheng Han [2015] No. 78)
Qualification for Stock Option Business of Shenzhen
Stock Exchange (Shen Qi Quan Han [2015] Mo No. 66)
Option Settlement Business of China Securities Depository
and Clearing Corporation Limited

(China Clearing Office [2015] No. 57)

Operation Permit of Futures Business: commodity futures
brokerage, financial futures brokerage,

futures investment consulting (Number: 31390000)

Asset Management Business

(Zhong Qi Xie Bei Zi [2015] No. 5)

Qualification for Fund Management (Number: A024)

Asset Management Business for Specific Clients

(Zheng Jian Xu Ke [2011] No. 2106)

Qualification for Entrusted Management of Insurance Fund

for Investment Manager
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CONTACT PERSONS AND CONTACT METHODS

Secretary to the Board Securities Affairs Representative
Name Yu Jian Liang Jing
Contact address 29/F, 168 Middle Yincheng Road, 29/F, 168 Middle Yincheng Road,
Pudong New District, Shanghai Pudong New District, Shanghai
Telephone 021-38676798 021-38676798
Facsimile 021-38670798 021-38670798
E-mail dshbgs@gtjas.com dshbgs@gtjas.com

CHANGE IN BASIC INFORMATION

Registered address of the Company No. 618 Shangcheng Road, China (Shanghai) Pilot Free-
Trade Zone, Shanghai, PRC
Postal codes of registered address of 200120
the Company
Office address of the Company 168 Middle Yincheng Road, Pudong New District, Shanghai
Postal codes of office address of 200120

the Company
Principal place of business in Hong Kong 18/F, Tesbury Centre, 28 Queen’s Road East,
Wanchai, Hong Kong

Company website http://www.gtja.com/
Email dshbgs@gtjas.com
Query index of changes during the N/A

Reporting Period

INFORMATION DISCLOSURE AND UPDATE ON LOCATION FOR INSPECTION OF

DOCUMENTS

Name of newspapers selected by the China Securities Journal, Shanghai Securities News,
Company for information disclosure Securities Times, Securities Daily

Website designated by the CSRC for http://www.sse.com.cn/

publication of interim report
Website designated by the Hong Kong http://www.hkexnews.hk/
Stock Exchange for publication of

interim report

Location for inspection of interim No. 168 Middle Yincheng Road, Pudong New District,
report of the Company Shanghai
Query index of changes during the N/A

Reporting Period
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SHARES OF THE COMPANY

Stock name
Type of share Listing venue Stock name Stock code before change
A Share Shanghai Stock Exchange ~ EHRAZX 601211 N/A
H Share Hong Kong GTJA 02611 N/A
Stock Exchange

OTHER RELEVANT INFORMATION
Sponsor performing the Name Essence Securities Co., Ltd.

continuous supervision duty Office address 35F, Anlian Mansion, No. 4018,

during the Reporting Period Jintian Road, Futian District, Shenzhen
Domestic accountant engaged by Name Ernst & Young Hua Ming LLP

the Company Office address: Level 16, Ernst & Young Tower,

Overseas accountant engaged by

the Company
Domestic legal advisor
Hong Kong legal advisor
A Share Registrar

H Share Registrar

GUOTAI JUNAN SECURITIES CO., LTD.

Oriental Plaza, No. 1 East Chang An

Avenue, Dongcheng District,

Beijing, PRC
Name Ernst & Young
Office address: 22/F, CITIC Tower, 1 Tim Mei Avenue,

Central, Hong Kong
Haiwen & Partners
Freshfields Bruckhaus Deringer
Shanghai Branch of China Securities Depository and Clearing
Corporation Limited

Computershare Hong Kong Investor Services Limited



Section Il Company Profile and Key Financial Indicators

VII. KEY ACCOUNTING DATA AND FINANCIAL INDICATORS OF THE COMPANY

(Unless otherwise specified, the accounting data and financial indicators set out in this report have been

prepared in accordance with the International Financial Reporting Standards)

() Key accounting data

Unit: RMB'000

Movement
during the
Reporting
Period
compared
with the
corresponding
January to January to period of
Key accounting data June 2017 June 2016 last year (%)
Total revenue and other income 15,855,467 19,384,262 -18.20
Operating profit 6,650,790 8,025,428 -17.13
Profit before income tax 6,665,776 8,076,625 -17.47
Profit for the period attributable to equity
holders of the Company 4,756,266 5,020,165 -5.26
Net cash generated from/(used in)
operating activities -11,945,139 6,903,141 -273.04
Basic earnings per share (RMB/share)Nete 0.56 0.62 -9.68
Diluted earnings per share (RMB/share) Nte! 0.56 0.62 -9.68
Weighted average return on net assets (%)N°te’ 4.66 5.48 Decreasing by
0.82
percentage
point

INTERIM REPORT 2017
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Total assets

Total liabilities

Equity attributable to equity holders of
the Company

Share capital

Net assets per share attributable to equity
holder of the Company (RMB/share)

Gearing ratio (%) Nete?

30 June
2017

404,726,304
276,961,253

116,920,166
8,713,934

13.42
58.16

31 December
2016

411,749,042
300,997,320

99,964,418
7,625,000

13.11

Company Profile and Key Financial Indicators

Movement
at the end
of the
Reporting
Period
compared
with the
end of

last year (%)

-1.71
-7.99

16.96
14.28

2.36

61.66 Decreasing by

3.50
percentage

points

Note 1: return on net assets and earnings per share are calculated according to requirements of the Rules for
Preparation of Information Disclosure by Companies Offering Securities to the Public No. 9 — Calculation and
Disclosure of Return on Net Assets and Earnings Per Share.

Note 2: in the gearing ratio, assets and liabilities exclude the effects of accounts payable to brokerage customers,
proceeds from underwriting securities received on behalf of customers and futures margin payable.

16 GUOTAI JUNAN SECURITIES CO., LTD.
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(I1) Net capital and risk control indicators of the parent company

At the

end of the

Reporting

Item Period
Net capital 96,640,233
Net assets 106,304,373
Risk coverage ratio (%) 368.95
Capital leverage ratio (%) 31.51
Liquidity coverage ratio (%) 361.67
Net stable funding ratio (%) 150.60
Net capital/Net assets (%) 90.91
Net capital/liabilities (%) 70.36
Net assets/liabilities (%) 77.40
Equity securities and derivatives held/Net capital (%) 24.98
Non-equity securities and derivatives held/Net capital (%) 67.07

Unit: RMB'000

At the
end of

last year

80,338,196
90,226,171
313.10
26.53
180.03
127.17
89.04
56.80
63.79
32.23
82.46

Note: the above-mentioned data is derived based on the financial information prepared in accordance with China

Accounting Standards for Business Enterprises.

VIII. DIFFERENCES OF ACCOUNTING DATA UNDER DOMESTIC AND OVERSEAS

ACCOUNTING STANDARDS

There is no difference among the net profit for January to June 2017 and January to June 2016 and the

net assets as at 30 June 2017 and 31 December 2016 shown in the Company’s consolidated financial

statements prepared in accordance with China Accounting Standards for Business Enterprises and

the consolidated financial statements prepared in accordance with International Financial Reporting

Standards.
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Section Il Summary of Businesses of the Company

I. DESCRIPTION OF PRINCIPAL BUSINESSES, OPERATING MODEL AND INDUSTRY
CONDITION OF THE COMPANY DURING THE REPORTING PERIOD

)

Principal businesses and operating model of the Company

Driven by customer demand, the Group established a business system including institutional

finance, personal finance, investment management and international business. Specifically:

Our institutional finance business comprises investment banking and institutional investor
services. Our investment banking business provides listing sponsorship, equity underwriting, debt
underwriting, structured debt financing, M&A financial advisory and diversified corporate solutions
to corporate and government clients. Our institutional investor services business provides prime
brokerage, stock-pledged financing and securities repurchase and research services to institutional
investors, and also conducts investment trading in equities, derivative financial instruments and
FICC.

Our personal finance business provides securities and futures brokerage, margin financing and
securities lending, wealth management and financial planning services to individual clients through

both offline and online channels.

Our investment management business provides asset management and fund management services

to institutions and individuals, and also includes our direct investment business.

In respect of the international business, the Group built an international business platform around
Guotai Junan Financial Holdings and conducts brokerage, corporate finance, asset management,
loans and financing as well as financial products, market making and investments businesses in Hong
Kong mainly through Guotai Junan International. Meanwhile, the Group had expanded our business

presence into the United States and Singapore.

The Group's operating model is mainly to center on the conducting of the aforesaid principal
businesses and generate handling fees and commission income through provision of securities

products and services and receive investment gains through securities investment.
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(I1) Description of industrial and corporate operating condition

In the first half of 2017, the SSE Composite Index rose by 2.86%, while ChinaBond Total Net Price
(Total Value) Index decreased by 2.46%; the trading volume of stocks and funds transactions in
SSE and SZSE was RMB56.43 trillion, representing a decrease of 18.43% compared with the same
period of last year; the total financing amount of the securities market was RMB1,987.033 billion,
representing a decrease of 31.92% compared with the same period of last year; at the end of June
2017, the balance of margin loans and securities lending in the market amounted to RMB879.862

billion, representing a decrease of 6.32% compared with the end of last year.

According to statistics of the SAC, in the first half of 2017, the securities industry recorded operating
revenue of RMB143.696 billion, net profit of RMB55.258 billion, representing a decrease of 8.52%

and 11.55%, respectively compared with the same period of last year.

In the first half of 2017, the Group recorded total revenue and other income of RMB15.855 billion,
representing a decrease of 18.20% compared with the same period of last year. Among our principal
businesses, the institutional finance business and the international business recorded a significant
growth compared with the same period of last year. Due to the fluctuations in the securities market,
revenue from the personal finance businesses decreased compared with the same period of last
year. Revenue from the investment management business decreased compared with the same
period of last year, mainly due to the proceeds from the disposal of equity interests in Haiji Securities
in the corresponding period of last year. Excluding the impact of the proceeds from the transfer of
equity interests in Haiji Securities, the Group's total revenue and other income decreased 4.68%,
net profit attributable to shareholders of the parent company increased by 19.87%. For details of
the Group’s operation condition, please refer to “Section IV Discussion and Analysis of Operation

Condition” in this report.
The Group’s business composition and income drivers for the first half of 2017

Change Contribution

compared to the

Total with the Group’s total

revenue and same period revenue and

other income of last year other income
Business category (RMB’000) (%) (%)
Institutional finance 6,513,607 18.25 41.08
Personal finance 6,259,561 -20.20 39.48
Investment management 1,207,608 -72.07 7.62
International business 1,254,401 14.15 7.91
Others 620,290 1.79 3.9
Total 15,855,467 -18.20 100.00
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Section Il Summary of Businesses of the Company

SIGNIFICANT CHANGES IN THE COMPANY’'S MAJOR ASSETS DURING THE
REPORTING PERIOD

At the end of June 2017, total assets of the Group amounted to RMB404.726 billion, representing
a decrease of 1.71% compared with the beginning of the period. Among our total assets, cash and
bank balances amounted to RMB17.051 billion, representing a decrease of 38.98% compared with the
beginning of the period, due to the fluctuation in the balance of monetary funds under ordinary operation
of the Group; cash held on behalf of brokerage customers amounted to RMB93.729 billion, representing
a decrease of 11.89% compared with the beginning of the period, mainly due to the decrease in cash
held on behalf of brokerage customers in the first half of 2017; margin accounts receivable amounted to
RMB63.170 billion, representing a decrease of 8.31% compared with the beginning of the period, mainly
due to the decrease in margin loans and securities lending in the market in the first half of 2017; financial
assets at fair value through profit or loss amounted to RMB83.825 billion, representing an increase of 9.26%
compared with the beginning of the period; available-for-sale financial assets amounted to RMB35.875
billion, representing a decrease of 11.38% compared with the beginning of the period, mainly due to the
adjustment by the Group of the trading and investment structure having regard to the market conditions;
financial assets held under resale agreements amounted to RMB83.756 billion, representing an increase
of 32.50% compared with the beginning of the period, mainly due to the growth of the Group's stock

pledge business.

Of which: offshore assets amounted to RMB45.326 billion and accounted for 11.20% of our total assets.

ANALYSIS OF CORE COMPETITIVENESS DURING THE REPORTING PERIOD

The Group is a long-term, consistent and across-the-board leader in the PRC securities industry, providing
integrated financial services. Throughout the development of the PRC capital markets, the Group has
weathered many industry cycles while forging ahead to establish itself as a comprehensive industry leader.

The Group's core competency can be embodied in the following three aspects:

() Deeply rooted culture of risk management and excellence

Since the inception, the Group has developed the operation philosophy and corporate culture
of implementing reform and innovation and striving for progress, which propelled the long-term
consistent and accross-the-board development of the Group. In recent years, the Group actively
practices the “Guotai Junan Consensus”, thereby further enhancing our cohesiveness and culture

recognition.

GUOTAI JUNAN SECURITIES CO., LTD.



()

Section Il Summary of Businesses of the Company

The Group firmly believes that risk management is the core competency of securities companies.
We have established a comprehensive and effective risk management and internal control system
and use advanced risk management tools and technologies to manage overall risk exposures in a
proactive way. During the Reporting Period, the Group continued to promote the development of
a comprehensive risk management system. The Group strengthened the risk management of its
subsidiaries, propelled account consolidation management, enhanced fine-tuned management
and intelligent risk management and further improved the compliance and risk control system. A
comprehensive, effective and increasingly improved risk management and internal control system
enables the Group to attain the regulatory rating of Class A Grade AA from the CSRC for ten

consecutive years.

In pursuit of excellence, the Group endeavors to select the best talents to provide the best services
for customers. The Group has established a sound talent cultivation system to provide employees
with favorable professional development paths and marketization incentive mechanisms to maximize
teamwork and inherit corporate culture. During the Reporting Period, the Group formulated and
implemented the “Pilot Implementation Scheme for the Remuneration Policy Reform of Professional
Managers”, which covers all professional rankings at the headquarters and further improved the
remuneration and performance management system. Meanwhile, the Group has established and
improved the service system for retail customers and corporate and institutional customers and aims
to enhance customer stickiness and expand customer base through high-quality customer services.
At the end of the Reporting Period, the Group's personal financial accounts reached 10.34 million,

increasing by 14% compared with the end of last year.

Across-the-board leader in the PRC capital market

As a consistent leader in terms of business scale, we have strong profitability and always rank top in
the industry in terms of profit. From 2007 to 2016, the Group's net profit ranked among the top three
in the industry. From 2011 to 2016, the Group's operating revenue and total assets ranked among
the top three in the industry for six consecutive years. In April 2017, the Company successfully issued
H shares and was listed on the Hong Kong Stock Exchange, which further enhanced the Group's
comprehensive competitiveness. In the first half of 2017, both the Company’s operating revenue and
net profit ranked second in the industry. At the end of the Reporting Period, the Company’s total
assets, net assets and net capital ranked third, second and first in the industry, respectively.
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(1)

Section Il Summary of Businesses of the Company

The Group has a comprehensive and balanced combination of businesses and its principal
businesses rank top in the industry. During the Reporting Period, the Group saw continuous
development of all of its principal businesses and stable improvement in integrated financial services
capabilities. In respect of the institutional finance business, the Company’s securities underwritten
amount ranked third in the industry and equity underwritten amount ranked second in the industry;
margin loans for stock-pledged financing ranked second in the industry. In respect of personal
finance, the Company’s net revenue from securities brokerage business (including seat leasing)
ranked first in the industry, net revenue from financial product brokerage business ranked first in the
industry, cumulative amount of futures trading by Guotai Junan Futures at China Financial Futures
Exchange ranked third in the industry and the balance of margin loans and securities lending ranked
second in the industry. In respect of investment management, commissioned funds of the asset
management business ranked third in the industry and monthly average balance of assets under

discretionary management ranked third in the industry.

Pioneer of Technology and Innovation in the PRC Securities Industry

The Group makes strategic investments in IT and continuously promotes proprietary IT innovation.
The Group is a frontrunner in the application of IT in the securities industry. The Group is the first
securities company in the industry which implements centralized trading, centralized risk control and
centralized financial management. In 2014, the Group established a new data center, which is the
only high grade, high capacity and independent data center park in the securities industry. During
the Reporting Period, the Group realized the full life cycle digital of IT, continuously propelled the
establishment of an intelligent Internet platform, expanded the business and product function
coverage of the Jun Hong APP and further enhanced our customer service capability. At the end
of the Reporting Period, the number of users of our mobile APP exceeded 16.50 million and the

number of monthly active users ranked second in the industry.

The Group has outstanding innovation capability and is one of the frontrunners in industry
innovation. The Group can respond quickly in key innovative business fields such as asset
management, margin financing and securities lending, stock-pledged financing, asset custodian
and FICC, and can maintain the industry-leading position. Strong innovation capabilities enable
the Group to continue to proactively introduce innovative products and services to establish
differentiated competitive advantages. Since 2017, the FICC-centered integrated financial dealing
business chain was basically established, with all business functions being basically available. The
“integrated finance innovation project for prime brokers along the cross-border whole business
chain” won the financial innovation award in Shanghai for 2016. The Group became one of the first
companies to obtain the Bond Connect market-maker qualification. During the Reporting Period,
the contribution of innovative businesses to revenue was up to 42.08%.

Note: all financial indicator rankings are derived based on the financial information prepared in accordance with China
Accounting Standards for Business Enterprises. Same as below.
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DISCUSSION AND ANALYSIS OF OPERATION CONDITION

)

Overall operation condition

In the first half of 2017, the Group achieved sound business performance by fully implementing its
strategic plan, enhancing the risk and compliance management and steadily pushing forward various
management works. In respect of strategy implementation, the Company established and improved
the “A+H" international capital structure by completing the issuance and listing of H Shares and
Convertible Bonds in April and July 2017, thereby significantly improving its capital strengths. In
respect of business expansion, the Group exerted its comprehensive advantages and synergies to
stably propel the normal development of all businesses, constantly enrich the multi-layer service
system for retail customers, started the launch of the integrated service system proposals for
corporate and institutional customers, optimized the layout of the investment management business
and made important progress on internationalization. Our main operating indicators continue to
rank top in the industry and integrated financial service capability was stably improved. In respect
of management transformation, the Group focused on the construction of the comprehensive risk
management and centralized operation system and propelled account consolidation management,
thus our collectivize and intelligent management was significantly improved; the Group further
improved the mechanism designing of matrix management and enhanced synergetic cooperation;
the Group gradually pushed forward the professional rank and remuneration reform proposal to
improve talent, remuneration and performance management; the Group the full realised live cycle
digital management of IT and support business development with financial technology effectively.
The smooth implementation of all management transformation works laid a solid foundation for
the long-term, comprehensive and healthy development of the Group. So far, the Company has
attained the regulatory rating of Class A Grade AA from the CSRC for ten consecutive years. In
2017, Standard & Poor’s raised the Company's credit rating to BBB+, while Moody’s maintained the
Company’s Baa rating and raise the outlook of the Company to “stable”.

(II) Analysis of principal businesses

1. Institutional finance

(1) The investment banking business

According to statistics of Wind Info, a total of 2,105 issuers issued financing products in
the securities market in the first half of 2017 with a financing amount of RMB1,987.033

billion, representing a decrease of 31.92% compared with the same period of last year.
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In the first half of 2017, the Group actively optimized its business structure of the
investment banking business, strengthened the development of IPO projects by
establishing key industry groups and upgrading industry capability and continued to
prevent bond default risks, thereby maintaining overall competitiveness of the business.
During the Reporting Period, the Group completed lead underwriting of RMB127.995
billion and secured a market share of 6.51% in the securities underwriting business,
ranking third in the industry. In particular, our lead underwriting of stocks amounted to
RMB31.090 billion and secured a market share of 8.06%, ranking second in the industry;
asset-backed securities underwriting amounted to RMB25.674 billion, representing an
increase of 113.31% compared with the same period of last year. Total financial advisory
transaction amount of M&A and restructuring businesses which have been examined and
reviewed by the CSRC was RMB32.210 billion, ranking first in the industry. The NEEQ
business ranked first in the “Practice Quality Assessment of Chief Agency Brokers”

conducted by NEEQ on a cumulative basis.

Change in the scale of the Group’s investment banking business in the first half of
2017

Corresponding
Reporting period of
Item Period last year
IPO Number of lead underwritings 9 3
Amount of lead underwritings 6.568 1.437

(RMB billion)
Refinancing Number of lead underwritings 10 16
Amount of lead underwritings 24.522 37.953

(RMB billion)
Enterprise bonds Number of lead underwritings 7 1
Amount of lead underwritings 10.690 12.660

(RMB billion)
Corporate bonds Number of lead underwritings 41 85
Amount of lead underwritings 24.976 90.875

(RMB billion)
Other bonds Number of lead underwritings 80 49
Amount of lead underwritings 61.239 81.289

(RMB billion)

Source: Wind Info

Note: statistical calibers of the financing products include IPO, new issuance, placing of preferred shares,
convertible bonds, exchangeable bonds, corporate bonds, enterprise bonds, short-term financing
bills, medium-term notes, private placement notes, financial bonds and asset-backed securities.
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(2) Institutional investor services

7)

2)

3)

Prime brokerage business

In the first half of 2017, the Group's prime brokerage business explored comprehensive
needs from institutional investors and corporate customers and optimized the multi-
layer PB trading system and the asset custodian and outsourcing operation system, which
resulted in the stable growth of the number and scale of existing products and significant
improvement in lean management and professional service capability. At the end of
June 2017, the Group had 25,095 institutional clients, increasing by 7.66% compared
with the end of 2016, and the scale of its asset custodian and outsourcing business was
RMB529.010 billion, increasing by 35.16% compared with the end of last year and ranking
third in the industry. In particular, assets under custody from mutual funds amounted to
RMB37.796 billion and ranked first among securities companies. During the Reporting
Period, the Company passed the International Auditing and Assurance Standards Board
ISAE3402 review for 2016. The Company is the first securities company that has passed

the ISAE3402 review for two consecutive years.

Trading and investment business

In the first half of 2017, the Group's trading and investment business continued to adhere
to the strategy of transforming towards a low-risk and non-directional business. Being
customer-demand-oriented, this business improved comprehensive trading capability,
market-making and quotation capability and product innovation and designing
capability, and established the FICC integrated financial trading platform to establish
an industry-leading FICC business system. During the Reporting Period, we derived
desirable revenue from long-term asset allocation as we stuck to the philosophy of value
investment in making equity investment. Quantitative fixed income hedging and multi-
strategy application of the precious metal business delivered significant benefits, the
trading platform covered all categories of products and the internationalization process
progressed stably. In July 2017, the Company became one of first companies to obtain

the Bond Connect market-maker qualification.

Stock-pledged financing and securities repurchase

According to statistics of the Shanghai Stock Exchange and the Shenzhen Stock
Exchange, the outstanding repurchase balance of the stock pledging business in the
market at the end of June 2017 was RMB1,510.840 billion, increasing by 17.67% compared
with the end of last year.
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4)

In the first half of 2017, the Group’s stock-pledged financing and securities reappraise
business continued to follow the “prudent and active” development strategy, enhanced
the due diligence capability, improved risk management and control measures, optimized
the business model, exerted its brand and capital strengths and actively secured
high-quality customers and targeted assets, maintained healthy and orderly business
development. At the end of the Reporting Period, the outstanding repurchase balance of
the Group's stock pledging business was RMB84.464 billion, ranking third in the industry
and increasing by 21.83% compared with the end of 2016. In particular, balance of margin

loans for stock-pledged financing ranked second in the industry.

Scale of the Group's stock-pledged financing and securities repurchase business at
the end of June 2017 (Unit: RMB billion)

End of the

Reporting End of
Item Period last year
Outstanding balance of the stock pledging business 84.464 69.328
Outstanding balance of securities repurchase 0.009 0.024

Research business

In the first half of 2017, the Company'’s research institute strengthened the establishment
of the research system by enhancing research and planning capability, integrating
domestic and overseas research resources and gradually establishing the Group’s
research brand in the international market. During the Reporting Period, we completed
2,971 research reports and held 134 themed telephone roadshows relating to macro

economy, bonds, industry and the Company.
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2.

Personal finance

(1) Retail brokerage business

In the first half of 2017, the Group's securities brokerage business continued to optimize
the comprehensive service system for retail customers, strengthened customer eligibility
management, speeded up the layout of nimble outlets, promoted sales of financial
products and established an online business development model which centers on users.
At the end of June 2017, the number of accounts reached 10.34 million, increasing by
14% compared with the end of last year; The Jun Hong APP, a mobile application which
had approximately 16.50 million users, ranked one of the top companies in the industry
in terms of both user coverage and activeness. During the Reporting Period, the Group
had market share of 6.27% in stocks and funds trading, ranking second in the industry
and increasing by 1.18 percentage points compared with last year. The Company'’s net
revenue from the securities brokerage business (including seat leasing) ranked first in the

industry.

Change in the scale of the Group'’s securities brokerage business in the first half of
2017 (Unit: RMB billion)

Corresponding

Reporting period of

Item Period last year
Stocks Trading volume 5,397.343 6, 979.556
Market share 5.19% 5.45%

Securities investment funds Trading volume 1,673.566 275.077
Market share 19.04% 2.64%

Spot bonds Trading volume 148.902 128.696
Market share 3.82% 4.41%

Source: Wind Info. Spot bonds exclude debt securities repurchase.

In the first half of 2017, Guotai Junan Futures stuck to the development concept
of “making progress while ensuring stability”, focused on the brokerage business,
promoted overall development, strengthened synergetic cooperation and improved
overall operational efficiency. During the Reporting Period, trading volume of stock index
futures handled by Guotai Junan Futures ranked second in the industry, trading volume
of treasury bond futures ranked third in the industry, handling fee income from agency
sales ranked second in the industry and customer equity at the end of the period ranked
third in the industry, and was awarded “AA”" rating in the classification rating of futures

companies in 2017.
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2)

Major business indicators of Guotai Junan Futures in the first half of 2017

Corresponding

Reporting period of

Item Period last year

Trading volume (RMB trillion) 5.06 7.72

Number of board lots (ten thousand) 7,512.53 16,312.41
End of the

Reporting End of

Period last year

Cumulative effective accounts (humber) 83,221 71,029

Customer equity at the end of the period (RMB billion) 17.707 19.512

Margin financing and securities lending business

At the end of June 2017, the balance of margin loans and securities lending in the market
amounted to RMB879.862 billion, decreasing by 6.32% compared with the end of last
year. During the Reporting Period, the Group's margin loans and securities lending
business strengthened its service offerings to institutional customers and high-net-
worth customers and continuously optimized customer mix besides enhancing counter-
cyclical adjustment and controlling overall business risks; reinforced the development of
a multi-layer credit team to improve its professional service capability; stably advanced
the margin refinancing business and prudently launched the securities lending business.
At the end of June 2017, the balance of the Group’s margin loans and securities lending
amounted to RMB53.536 billion with a market share of 6.08%, ranking second in the
industry.

Scale of margin financing and securities lending business of the Group at the end of
June 2017(Unit: RMB 100 million)

At the end

of the
Reporting At the end
Items Period of last year
Balance of margin loans 531.83 571.95
Market value of securities lending 3.53 5.40
Balance of margin refinancing 66.98 47.43
Balance of securities refinancing 1.80 3.74
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(3)

Wealth management business

In the first half of 2017, the Group continued to endeavor to transform our retail
brokerage business into a wealth management-centered business and establish
intelligent investment advisory platform in order to improve our integrated financial
services capabilities. At the end of June 2017, the number of Jun Hong Unified Accounts
reached over 5.80 million, representing an increase of 26.09% compared with the end
of the last year; the number of members of Jun Hong Fortune Club (& 5A8f = (B ££36)
reached 0.66 million, representing an increase of 5.70% compared with the end of the last
year; the number of contract customers of investment consultants reached 0.123 million,
representing an increase of 23.3% compared with the end of the last year. During the
Reporting Period, the average size maintained by the agency sales of financial products
of the Company was RMB89.2 billion with the net income from agency sales of financial

products ranking first in the industry.

3. Investment management

(1) Asset management

According to the statistics of the Asset Management Association of China, as of the
end of June 2017, the scale of asset management business of securities companies
was 18.10 trillion in aggregate, representing an increase of 2.96% compared with the
end of the last year. During the Reporting Period, Guotai Junan Asset Management
drove its transforming and upgrading based on the customer’s demands, improved the
whole product line, full life cycle and the whole value chain business system, promoted
the balanced development of the business and improved the abilities such as asset
pricing and product creation and design so as to create a leading and omnipotent
asset management institution in the industry. At the end of Reporting Period, the scale
of asset management of Guotai Junan Asset Management was RMB896.540 billion,
representing an increase of 5.92% compared with the end of the last year and ranking
third in the industry, of which the scale of discretionary management products was
RMB327.281 billion (representing an increase of 7.00% compared with the end of the last
year), the number of continuing ABS products was 20 and its scale was RMB31.023 billion
(representing an increase of 25.00% and 33.73% compared with the end of the last year
respectively) and the scale of cross-border asset management business was RMB2.606

billion.
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)

(3)

Scale of asset management of Guotai Junan Asset Management at the end of June
2017 (Unit: RMB100 million)

At the end

of the
Reporting At the end
Items Period of last year
The scale of asset management business 8,965.40 8,464.26

Including:

The scale of targeted asset management business 7,953.32 7,392.04
The scale of collective asset management business 701.96 840.24
The scale of specialized asset management business 310.11 231.98
The scale of discretionary management business 3,272.81 3,058.61

Note: the calculation of the scale of collective asset management business is based on the net

management asset.

Fund management

In the first half of 2017, GTJA Allianz Funds continued to conduct the issuing and
marketing of products through its mutual fund business with segregated accounts
business gradually transforming into discretionary management. As of the end of June
2017, AUM of mutual fund business of GTJA Allianz Funds was RMB21.440 billion while
the AUM of its segregated accounts was RMB6.125 billion.

Direct investment

In the first half of 2017, Guotai Junan Innovation Investment continued to insist on the
philosophy of valuable investment, further focused on strategic emerging industry such
as healthcare, energy conservation and environmental protection and IT and deployed
equity-related asset with high quality. At the end of Reporting Period, the cumulative
committed capital of managed funds of Guotai Junan Innovation Investment increased by
50.39% compared with the end of last year and its cumulative paid-in capital increased by

23.61% compared with the end of last year.
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The overview of private equity investment business of Guotai Junan Innovation
Investment for the first half of 2017

At the end
of the
Reporting At the end
Period of last year
Number of managed funds (unit) 47 44

Cumulative committed capital of managed funds

(RMB100 million) 343.26 228.24
Cumulative paid-in capital of managed funds

(RMB100 million)

211.05 170.71

Cumulative number of investment projects (unit) 103 95
Cumulative investment project amount

(RMB100 million) 126.90 121.44

The overview of principal investment business of Guotai Junan Innovation
Investment for the first half of 2017

At the end
of the
Reporting At the end
Period of last year
Cumulative number of investment projects (unit) 25 23
Cumulative investment amount (RMB100 million) 9.04 8.61

4. International Business

In the first half of 2017, the average daily trading volume of the Hong Kong securities
market was HK$76.0 billion, representing an increase of 12.60% compared with the same
period of the last year; the total proceeds was HK$168.6 billion, representing an increase

of 16.30% compared with the same period of the last year.

In the first half of 2017, Guotai Junan International enhanced its comprehensive financial
service capability by grasping the market opportunities to take a lead in corporate
financing market, record a significant increase in brokerage business and achieve success

in wealth management construction.
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Guotai Junan International’s main income structure for the first half of 2017 (unit:

HK$'000)

During the During the
Reporting same period
Period of last year
Fee and commission income 745,313 381,993
- Brokerage 289,210 211,132
— Corporate finance 441,590 157,105
— Asset management 14,513 13,756
Income from loans and financing 641,556 633,137

Gains from financial products, market making and
investments 173,089 195,771
Total revenue 1,559,958 1,210,901

(Il1) Analysis of Financial Statement
1 Analysis of consolidated statements of profit or loss

(1) Total revenue and other income structure

Unit: RMB'000

January to June 2017 January to June 2016 Changes

ltems Amount Component Amount  Component Amount  Proportion
Fee and commission

income 5,947,007 37.51% 7,838,648 4044% 1,891,641 -24.13%
Interest income 5,930,887 37.41% 6,094,308 31.44% -163,421 -2.68%
Net investment gains 3,124,555 19.71% 1,865,243 9.62% 1,259,312 67.51%
Total revenue 15,002,449 94.62% 15,798,199 81.50% -795,750 -5.04%
Other income

and gains 853,018 5.38% 3,586,063 18.50%  -2,733,045 -76.21%
Total revenue and

other income 15,855,467 100.00% 19,384,262 100.00%  -3,528,795 -18.20%

In the first half of 2017, the Group's total revenue and other income amounted to
RMB15.855 billion, representing a decrease of 18.20% compared with the same period of

last year, among which:
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(2)

Our fee and commission income, accounting for 37.51% of the total revenue and other
income, decreased by 24.13% to RMB 5.947 billion compared with the same period of
last year, primarily due to decreased securities brokerage income given the low trading

volume in securities market in the first half of 2017,

The net investment gains, accounting for 19.71% of the total revenue and other income,
increased by 67.51% to RMB 3.125 billion compared with the same period of last year,
primarily due to the increase in our proprietary trading investment gains from securities

market;

The other income and gains, accounting for 5.38% of the total revenue and other income,
decreased by 76.21% to RMB 0.853 billion compared with the same period of last
year, primarily due to the investment gains from the disposal of equity interest in Haiji
Securities in the first half of 2016.

Total expenses structure

Unit: RMB’000

January to June 2017 January to June 2016 Changes

Items Amount Component Amount  Component Amount  Proportion
Fee and commission

expenses 982,820 10.68% 1,112,507 9.79% 129,687 -11.66%
Interest expenses 3,071,645 33.37% 3,917,414 34.49% -845,769 -21.59%
Staff costs 3,261,308 35.43% 3,907,723 34.40% -646,415 -16.54%
Depreciation

and amortization

EXPENses 223,954 2.43% 207,834 1.83% 16,120 7.76%
Business tax and

surcharges 67,908 0.74% 482,391 4.25% -414,483 -85.92%
Other operating

expenses and

costs 1,377,264 14.96% 1,142,750 10.06% 234,514 20.52%
Provision for

impairment losses 219,778 2.39% 588,215 5.18% -368,437 -62.64%
Total expenses 9,204,677 100.00% 11,358,834 100.00%  -2,154,157 -18.96%

In the first half of 2017, the Group’s total expenses amounted to RMB9.205 billion,

representing a decrease of 18.96% compared with the same period of last year, among
which:

The interest expenses, accounting for 33.37% of total expenses, decreased by 21.59%
to RMB3.072 billion compared with the same period of last year, primarily due to the
Group's adjusted liability structure;
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The staff costs, accounting for 35.43% of the total expenses, decreased by 16.54%
to RMB3.261 billion compared with the same period of last year, primarily due to the

decrease in remuneration as the total revenue decreased:;

The business tax and surcharges, accounting for 0.74% of the total expenses, decreased
by 85.92% to RMB68 million compared with the same period of last year, primarily
because there was no business tax incurred during the period given the replacement of

business taxes with value-added taxes since May 2016.

The provision for impairment losses, accounting for 2.39% of the total expenses,
decreased by 62.64% to RMB220 million compared with the same period of last year,
primarily due to the provision for impairment of available-for-sale financial assets in

response to the fluctuation of the securities market for the current period.

Analysis of Consolidated Statements of Cash Flows

In the first half of 2017, the net decrease in cash and cash equivalents of the Group was
RMB7.558 billion, among which:

The net cash generated from operating activities was RMB-11.945 billion, primarily resulting
from negative movements in working capital, primarily reflecting (i) the increase of RMB17.169
billion in financial assets held under resale agreements, due to the development of stock-
pledged financing business of the Company; (ii) the decrease of RMB13.798 billion in accounts
payable to brokerage customers, due to the decrease in transactions settlement funds of
clients of brokerage business; (iii) the decrease of RMB9.298 billion in other liabilities, primarily
because the proceeds from the underwriting securities received on behalf of customers at
the end of last year was paid during the period. These cash outflows were partially offset by
(i) the decrease of RMB10.644 billion in cash held on behalf of brokerage customers, due to
the decrease in transactions settlement funds of clients of brokerage business; (i) the increase
of RMB7.569 billion in financial assets sold under repurchase agreements, primarily due to
increased outstanding balance of repurchases with bonds as underlying assets; (iii) profit
before income tax of RMB6.666 billion.

Net cash generated from investing activities was RMB10.195 billion, primarily due to the
proceeds from the disposal of available-for-sale financial assets and other investments of
RMB41.756 billion, partially offset by the acquisition of available-for-sale financial assets and
other investments of RMB32.761 billion, reflecting decreased investments in this type of

financial assets for our adjusting the trading investment structure.

The net cash generated from financing activities was RMB-5.808 billion, primarily due to
(i) repayment of debt securities issued of RMB36.324 billion; (ii) repayment of loans and
borrowings of RMB15.557 billion. These cash outflows were partially offset by (i) proceeds
from issuance of H Shares of RMB15.301 billion; (i) proceeds from loans and borrowings of
RMB12.997 billion; (iii) proceeds from issuance of short-term debt instruments of RMB16.058

billion.
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3. Analysis of Consolidated Statements of Financial Position

Unit: RMB’000

30 June 2017 31 December 2016 Changes

Items Amount  Component Amount  Component Amount  Proportion
Non-current assets
Property and equipment 3,561,980 0.88% 3,543,116 0.86% 18,864 0.53%
Prepaid land lease payments 813,942 0.20% 823,495 0.20% -9,553 -1.16%
Goodwill 581,407 0.14% 581,407 0.14% — 0.00%
Other intangible assets 1,398,620 0.35% 1,384,441 0.34% 14,179 1.02%
[nvestments in associates 429,437 0.11% 431,685 0.10% -2,248 -0.52%
Investments in
joint ventures 952,227 0.24% 829,655 0.20% 122,572 14.77%
Available-for-sale

financial assets 34,348,538 8.49% 38,638,640 9.38% -4.290,102 -11.10%
Financial assets held under

resale agreements 26,488,952 6.54% 23,605,425 5.73% 2,883,527 12.22%
Financial assets at fair value

through profit or loss 145,516 0.04% 46,247 0.01% 99,269 214.65%
Refundable deposits 7,481,840 1.85% 9,742,881 2.37% -2,261,041 23.21%
Deferred tax assets 319,371 0.08% 762,365 0.19% -4472 994 -58.11%
Other non-current assets 1,464,825 0.36% 1,669,793 0.41% 204,968 -12.28%
Total 77,986,655 19.27% 82,059,150 19.93% 4,072,495 4.96%
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Items

Current assets
Accounts receivable
Other receivables and
prepayments
Margin accounts receivable
Available-for-sale
financial assets
Financial assets held under
resale agreements
Financial assets at fair value
through profit or loss
Derivative financial assets
Clearing settlement funds
Cash held on behalf of
brokerage customers

Cash and bank balances
Total

Total assets

GUOTAI JUNAN SECURITIES CO., LTD.
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30 June 2017 31 December 2016 Changes
Amount  Component Amount  Component Amount  Proportion
4,675,857 1.16% 1,891,376 0.46% 2,784,481 147.22%
4,005,414 0.99% 4,503,402 1.09% -497,988 -11.06%
63,169,683 15.61% 68,892,785 16.73% -5,723,102 -8.31%
1,526,005 0.38% 1,842,582 045% -316,577 -17.18%
57,267,230 14.15% 39,605,953 9.62% 17,661,277 44.59%
83,679,279 20.68% 76,676,991 18.62% 7,002,288 9.13%
135,740 0.03% 175,424 0.04% -39,684 -22.62%
1,500,996 0.37% 1,719,380 043% -278,384 -15.64%
93,728,502 23.16% 106,378,892 25.84%  -12,650,390 -11.89%
17,050,943 4.21% 271,943,107 679%  -10,892,164 -38.98%
326,739,649 80.73% 329,689,892 80.07% -2,950,243 -0.89%
404,726,304 100.00% 411,749,042 100.00% 1,022,738 -1.71%
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30 June 2017 31 December 2016 Changes

[tems Amount  Component Amount  Component Amount  Proportion
Current liabilities
Loans and borrowings 6,533,972 2.36% 6,262,230 2.08% 271,742 4.34%
Short-term debt instruments 12,284,840 4.44% 14,847 586 4.93% -2,562,746 -17.26%
Placements from other

financial institutions 7,550,000 2.73% 4,700,000 1.56% 2,850,000 60.64%
Accounts payable to

brokerage customers 99,158,566 35.80% 112,956,690 37.53% -13,798,124 -12.22%
Employee benefits payable 5,023,649 1.81% 6,269,165 2.08% -1,245,516 -19.87%
Income tax payable 833,662 0.30% 2,599,026 0.86% -1,765,364 -67.92%
Financial assets sold under

repurchase agreements 44,287,582 15.99% 39,691,470 13.19% 4,596,112 11.58%
Financial liabilities at fair value

through profit or loss 22,194,234 8.01% 16,318,339 5.42% 5,875,895 36.01%
Derivative financial liabilities 137,305 0.05% 290,500 0.10% -153,195 -52.73%
Bonds payable 13,737,234 4.96% 17,156,246 5.70% -3419,012 -19.93%
Other current liabilities 10,408,742 3.76% 18,670,688 6.20% -8,261,946 44.25%
Total 222,149,786 80.21% 239,761,940 7966% 17,612,154 -1.35%
Net current assets 104,589,863 89,927,952 14,661,911 16.30%
Non-current liabilities
Loans and borrowings - 0.00% 1,878,471 0.62% -1.878,471 -100.00%
Bonds payable 48,717,655 17.59% 55,582,519 18.47% -6,864,864 -12.35%
Employee benefits payable 622,458 0.22% 631,789 0.21% 9,331 -1.48%
Deferred tax liabilities 87,825 0.03% 103,920 0.03% -16,095 -1549%
Financial assets sold under

repurchase agreements 3,000,000 1.08% 26,950 0.01% 2,973,050 11031.73%
Financial liabilities at fair value

through profit or loss 197,194 0.07% 197,017 0.07% 177 0.09%
Other non-current liabilities 2,186,335 0.79% 2814714 0.94% -628,379 -22.32%
Total 54,811,467 19.79% 61,235,380 20.34% -6,423913 -1049%
Total liabilities 276,961,253 100.00% 300,997,320 100.00%  -24,036,067 -1.99%
Total equity 127,765,051 110,751,722 17,013,329 15.36%
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As of 30 June 2017, the total assets of the Group was RMB404.726 billion, decreased by 1.71%
compared with that of last year; the total liabilities was RMB276.961 billion, decreased by 7.99%
compared with that of last year; the total equity was RMB127.765 billion, increased by 15.36%
compared with that of last year.

The asset of the Group is mainly comprised of: cash held on behalf of brokerage customers of
RMB93.729 billion (23.16% of the total assets); margin accounts receivable of RMB63.170 billion
(15.61% of the total asset); financial assets at fair value through profit or loss of RMB83.825
billion (20.71% of the total asset); financial assets held under resale agreements amounting to
RMB83.756 billion (20.69% of the total assets); available-for-sale financial assets of RMB35.875
billion (8.86% of the total assets), among which the current assets amounted to RMB326.740
billion and accounted for 80.73% of the total assets. The liquidity of the Group is fine with
reasonable structure. In addition, the Group made impairment provision for the assets showing
impairment indications under market fluctuation, therefore the assets are with relatively high

quality.

Non-current assets

As of 30 June 2017, our non-current assets was RMB77.987 billion with a decrease of 4.96%
compared with the end of last year, primarily due to the decrease in the available-for-sale
financial assets and refundable deposits mainly as the Group's adjusting the trading investment

structure according to the market condition.

Current assets

As of 30 June 2017, our current assets was RMB326.740 billion with a decrease of 0.89%
compared with that of last year. Among the current assets, the margin accounts receivable
was RMB63.170 billion with a decrease of 8.31% compared with the end of last year, which
was primarily due to the decreased size of margin financing and securities lending business
given the securities market condition; the financial assets held under resale agreements was
RMB57.267 billion with an increase of 44.59% compared with the end of last year, which was
primarily due to the growth in our stock-pledged financing business; financial assets at fair
value through profit or loss was RMB83.679 billion with an increase of 9.13% compared with
the end of last year, primarily because the Group adjusted its trading investment structure
according to the market condition; cash held on behalf of brokerage customers was RMB93.729
billion with a decrease of 11.89% compared with the end of last year, primarily due to the
decrease in the transaction settlement funds of brokerage business customer primarily for the

impact from market conditions.
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Current liabilities

As of 30 June 2017, our current liabilities was RMB222.150 billion with a decrease of 7.35%
compared with the end of last year. Among the current liabilities, accounts payable to
brokerage customers was RMB99.159 billion with a decrease of 12.22% compared with the end
of last year, primarily due to the decrease in the transaction settlement funds of brokerage
business customer impacted by the market conditions; the bonds payable due within one year
was RMB13.737 billion with a decrease of 19.93% compared with the end of last year; other
current liabilities was RMB10.409 billion with a decrease of 44.25% compared with the end of
last year, which is primarily because proceeds from underwriting securities received on behalf

of customers for the end of last year was paid during the period.

Non-current liabilities

As of 30 June 2017, our non-current liabilities was RMB54.811 billion with a decrease of 10.49
% compared with the end of last year, primarily due to the decrease in the bonds payable
compared with the end of last year since the Company adjusted the liabilities structure; in

addition, loans and borrowings repayable due also decreased the non-current liabilities.

Equity

The equity attributable to equity holders of the Company increased by RMB16.956 billion or
16.96% from the end of last year to RMB116.920 billion as of 30 June 2017, primarily due to
the net proceeds of HK$16.801 billion for the listing of the Company on the main board of
the Hong Kong Stock Exchange during the Reporting Period. The gearing ratio of the Group
was 58.16% as of 30 June 2017, decreased by 3.50% compared with that of last year, given the

Group's reasonable and stable assets liability structure.

INTERIM REPORT 2017 39



Section IV Discussion and Analyais of Operation Condition

4. Borrowings and debt financing

As of 30 June 2017, the total debt was 136,111 billion. Borrowings and debt financing of the
Group was RMB81.273 billion, of whcich a detailed breakdown was as follows:

Unit: RMB'000

30 June 31 December

2017 2016
Loans and borrowings 6,533,972 8,140,701
Short-term debt instruments 12,284,840 14,847 586
Bonds payable 62,454,889 72,738,765
Total 81,273,701 95,727,052

For the details of the interest rate and the terms of the loans and borrowings, short-term debt
instruments and bonds payable, please refer to note 38, 39 and 45 of the interim condensed

consolidated financial statements.

Except for the borrowings and debt financing, the Group obtained funds through placements
from other financial institutions and financial assets sold under repurchase agreements. As of
30 June 2017, the placements from other financial institutions was RMB7.550 billion while the

financial assets sold under repurchase agreements was RMB47.288 billion.

Except for the liabilities disclosed in this report, the Group did not have, as of 30 June 2017,
any outstanding mortgages, charges, bonds, other debt capital, liabilities under acceptance or

other similar indebtedness, guarantees or other material contingent liabilities.
(IV) Analysis of investment condition

The overview analysis of external equity investment

As at the end of the Reporting Period, the long-term equity investment of the Group was RMB1.382
billion with an increase of RMB120 million or 9.54% compared with the end of the last year, primarily

due to the increase in equity investment fund managed by Guotai Junan Innovation Investment.

As at the end of the Reporting Period, the Group obtained material equity investment and material

non-equity investment, which was as follows:

(1) During the Reporting Period, there was no additional material equity investment in the

Company
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(2)

(3)

Material non-equity investment

Office buildings in Jingan District, Shanghai: Guoxiang Properties, a wholly-owned subsidiary
of the Company, received planning permit of construction project and construction permit
for pile foundation for No. 49 land lot in Jingan District on 23 June 2014 and commenced
construction in June 2014. The project is expected to be completed in 3 years, with the
investment budget amounting to RMB1,624 million. According to the resolution in the 2nd
meeting of the 5th session of the Board in 2016, the total investment amount for this project
was adjusted to RMB1.879 billion by adding another project investment of RMB255 million.
The additional investment of the project was RMB100 million for the first half of 2017 while the

accumulative investment of the project was RMB1.269 billion as of 30 June 2017.

Financial assets measured at fair value

Unit: RMB'000

Name of Items 30 June 2017 January to June 2017
Initial
investment Net amount
cost/nominal of purchase Investment Fair value
amount Fair value or sale revenue changes

Financial assets at fair value

through profit or loss 81,845,872 83,824,794 7,501,521 1,646,993 -399,964
Available-for-sale

financial assets 32,768,952 33,766,774 -5,589,619 1,398,578 -
Derivative financial

instruments 121,320,085 -1,565 26,980,397 -79,972 35,007
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(V) Use of proceeds

The Company issued 1,040,000,000 H Shares and 48,933,800 H Shares on the Hong Kong Stock
Exchange on 11 April 2017 and 9 May 2017 respectively, with the total proceeds of HK$17.24 billion.
The actual proceeds amounted to HK$16.801 billion after deducting fees in relation to the issuance

expenses.

According to the purpose set out in the section “Future Plans and Use of Proceeds” in the
prospectus for the Global Offering of H Shares, approximately 30% of the proceeds received from
the issuing of H Shares will be used for the development of institutional finance businesses and the
improvement of integrated financial services capabilities, approximately 30% of the proceeds will
be used for the development of personal finance services businesses, approximately 15% of the
proceeds will be used for development of investment management business, approximately 15% of
the proceeds will be used for the development of international business and approximately 10% of

the proceeds will be used for additional working capital and other general corporate purposes.

As of 30 June 2017, the Company has settled and used HK$14.281 billion for the development
of institutional finance, personal finance, investment management and replenishing our working
capital. The remaining proceeds of HK$2.520 billion will continue to be used for the purpose set out
in the section “Future Plans and Use of Proceeds” in the prospectus for the Global Offering of H

Shares.

(V1) Analysis of main holding companies

1. Guotai Junan Financial Holdings

Guotai Junan Financial Holdings primarily conducts brokerage, corporate finance, asset
management, loans and financing as well as financial products, market making and investments

businesses in Hong Kong through Guotai Junan International and its subsidiaries.

The paid-up capital of Guotai Junan Financial Holdings is HK$31.98 million and the Company
holds 100% of its equity interests.

As of 30 June 2017, the total assets of Guotai Junan Financial Holdings was RMB45.326 billion
with net assets of RMB8.414 billion; in the first half of 2017, the net profit was RMB490 million.
2.  Guotai Junan Asset Management

Guotai Junan Asset Management is principally engaged in securities asset management

business.

The registered capital of Guotai Junan Asset Management increased to RMB2 billion in July
2017 and the Company holds 100% of its equity interests.

As of 30 June 2017, the total assets of Guotai Junan Asset Management was RMB5.6 billion
with net assets of RMB2.950 billion; in the first half of 2017, the net profit was RMB403 million.
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3.  Guotai Junan Futures

Guotai Junan Futures is principally engaged in commodity futures brokerage, financial futures

brokerage, futures investment consulting and investment management.

The registered capital of Guotai Junan Futures is RMB1.2 billion and the Company holds 100%
of its equity interests.

As of 30 June 2017, the total assets of Guotai Junan Futures was RMB20.553 billion with net
assets of RMB2.437 billion; in the first half of 2017, the net profit was RMB180 million.

4.  Guotai Junan Innovation Investment

Guotai Junan Innovation Investment is principally engaged in conducting equity investments
in the domestic enterprises and providing financial advisory services of direct investment to

clients.

The registered capital of Guotai Junan Innovation Investment was RMB4.9 billion and the

Company holds 100% of its equity interests.

As of 30 June 2017, the total assets of Guotai Junan Innovation Investment was RMB7.023
billion with net assets of RMB5.620 billion; in the first half of 2017, the net profit was RMB102

million.

5. Shanghai Securities

Shanghai Securities is principally engaged in securities brokerage; securities investment
consultation; financial advisory relating to securities trading and securities investment; securities
(exclusive of stocks and corporate bonds issued by listed companies) underwriting; securities
proprietary trading; securities asset management;agency sale of securities investment fund;
intermediary business for futures companies; margin financing and securities lending; agency

sale of financial products.

The registered capital of Shanghai Securities is RMB2.61 billion and the Company holds 51% of

its equity interests.

As of 30 June 2017, the total assets of Shanghai Securities was RMB30.107 billion with net
assets of RMB10.209 billion; in the first half of 2017, the net profit was RMB230 million.
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6. GTJA Allianz Funds

GTJA Allianz Funds is principally engaged in fund management business, fund formation and

other business approved and permitted by relevant government authorities of China.

The registered capital of GTJA Allianz Funds was RMB150 million and the Company holds 51%

of its equity interests.

As of 30 June 2017, the total assets of GTJA Allianz Funds was RMB799 million with net assets
of RMB500 million; in the first half of 2017, the net profit was RMB36 million.

(V1) The situation of structured entities controlled by the Company

(Vi)

As of 30 June 2017, the Group consolidated 25 structured entities, which include asset management
schemes and partnerships. For those asset management schemes where the Group is involved as a
manager and partnerships where the Group is involved as general partner or investment manager,
the Group considered that it has control rights over some asset management schemes and
partnerships and incorporated them into the consolidated category after comprehensively taking
into account various factors such as the investment decision rights they owned and their exposures
to the variable returns. As at 30 June 2017, the impacts of the above structured entities which
were incorporated into the consolidated category on the Group's consolidated total assets and

consolidated net profit were RMB5.382 billion and RMB24 million, respectively.

The operation plan and goals for next reporting period and the strategies and
actions adopted for achieving the goals

In the second half of 2017, the Group will continue to enhance the compliance risk control as
the core competency, optimize operation system, accelerate the implementation of strategic
plan, promote our operation and management to a new level and keep a sustainable and stable
development of the Company. Therefore, the Group will focus on works in the following three
aspects: (1) implementing the development plan for private equity investment funds system and
enhancing the competitiveness of buy-side business; (2) establishing and improving both service
systems for retail customers and corporate and institutional clients, enhancing the comprehensive
service capability; (3) improving matrix management operating mechanism and enhancing

collectivize management capability.

Based on the achieving above phrased goals, the Group will continue to pragmatically promote
internationalization, enhance the core competitiveness of each business and optimize medium-and-
long term incentive and binding mechanisms, to form a long-term and endogenous motivation for

the development of the Group and lay a solid foundation for achieving established strategic goals.
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(IX) Risks Management

1.  Overview

During the Reporting Period, the Company cultivated a healthy risk culture, followed the
concept of “developing business in parallel with risk control”, continually established
comprehensive risk management system, improved risk management system, optimized risk
management organization structure, explored risk management models and methods, built up
risk management information system, and enhanced the professional level of risk management,

in order to ensure a long term and healthy development of the Company.

2.  Risk management structure

The Company has established a four-level risk management system consisting of the Board
(including risk control committee) and Supervisory Committee, operation management
(including risk management committee and assets and liabilities management committee), risk

management department, other business departments and branches and subsidiaries.

1)  The Board (including risk control committee) and Supervisory Committee

The Board is the highest decision-making body in our risk management structure,
ultimately responsible for the overall risk management of the Company. The Board is
responsible for promoting the construction of risk culture; reviewing and approving
the fundamental risk management policies of the Company; reviewing and approving
the Company’s risk appetite, risk tolerance and major risk limits; reviewing periodic
risk assessment report; appointment, dismissal and assessment of the chief risk officer,
determining his/her remuneration; establishing a mechanism for communicating with
the chief risk officer directly. The Board has established a risk control committee,
which is responsible for reviewing the overall objectives and fundamental policies of
risk management; reviewing the establishment and the duties of the risk management
divisions; assessing the risks associated with significant business decisions and the
solutions to address significant risks which are to be reviewed by the Board; reviewing
various risk assessment reports; reviewing the effectiveness of the Company and its
subsidiaries’ risk management and internal control systems at least once a year in
accordance with the instruction of the Board and making a report to shareholders in

Corporate Governance Report declaring that relevant review has been completed.

The Supervisory Committee of the Company is responsible for supervising comprehensive
risk management of the Company, supervising and reviewing the performance of the risk

management and rectification of defect.
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2)

Operation management (including risk management committee and assets and

liabilities management committee)

Operation management takes the major responsibility of the comprehensive risk
management of the Company; is responsible for organizing and implementing the
propaganda and dissemination of risk culture; establishes risk management system
and makes timely adjustment; establishes a healthy operation management structure
for the Company’s comprehensive risk management and clarifies the duty division
of comprehensive risk management among risk management functions, business
departments and other departments; establishes the specific execution plans of risk
appetite, risk tolerance and major risk limits, and ensures the effective implementation
of the plans; monitors its progress, analyzes its reasons in a timely manner and handles
it according to the authorizations granted by the Board; periodically assesses the overall
risk of the Company and various type of important risk management conditions, resolves
problems that are found in risk management and reports to the Board; establishes a
performance assessment system for all staff that covers effectiveness of risk management;

establishes a complete IT system and data quality control mechanism.

A risk management committee is set at the operation level of the Company, conducting
overall management for the Company's operational risks, and reviewing and making
decisions on major issues of risk management and performing following duties: reviewing
the risk management policies of the Company, annual risk appetite, the size and the
maximum risk limit of proprietary trading business, and reporting to the Board and
its risk management committee for approval; to the extent of the authorization of the
Board, reviewing and making and approving the annual risk limits allocation plan and
key risk control indicators for various types of investment businesses and adjustment
items; reviewing the Company’s annual business authorization and management of
authorization plan, and submitting the plan to president office for approval, and reviewing
and approving annual authorization adjustment items; reviewing quarterly, interim and
annual risk management reports and annual economic capital execution reports of the
Company; reviewing and determining the material risks solutions for major risk issues
of the Company; reviewing the risks assessment reports of the Company’s material

innovative businesses.

The permanent members of risk management committee include president of the
Company, chief risk officer, chief financial officer, head of the risk management
department, head of the planning and finance department, head of the compliance
department, head of the strategic management department, head of the audit department
and head of the legal department, while non-permanent members include the persons in

charge of the relevant businesses.
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3)

Risk management departments

Our risk management departments include those who are specifically responsible for risk
management, such as the risk management department, the compliance department,
the legal department, the audit department, the securities issuance review department
and execution body of risk management committee, as well as departments that perform
other risk management duties, such as the planning and finance department, the IT

department, the operation center and the Board office.

Our risk management department manages the market risks, credit risks, operational
risks and liquidity risks of the Company, and performs specific risk management
responsibilities; our compliance department is a department specialized in compliance
management, which, under the lead of chief compliance officer, effectively identifies,
assesses and prevents compliance risks of the Company; our legal department is a
department that identifies, evaluates, notifies, monitors and reports the legal risks of
the Company and effectively prevents legal risks and protects the Company from legal
sanctions, significant financial losses and damages to reputation; our audit department
is responsible for independent and objective inspection, supervision, evaluation of and
recommendations on the compliance and reasonableness of business, management,
finance and other operations, on the security and profitability of assets, and on the
comprehensiveness and effectiveness of internal controls among the Company’s
various departments, branches and controlled subsidiaries; our securities issuance
review department is responsible for the risk review and assessment for the Company’s
securities issuance business in primary market; our planning and finance department is
responsible for the Company’s budget planning, financial management, accounting,
net capital management, liquidity management and liquidity risk management; our
IT department is the management and operation body of the Company's IT, and is
responsible for the planning, construction, operation and management of the Company's
IT system, establishing and implementing IT-related system, assessing and controlling the
Company'’s IT risks, and also responsible for the management of IT personals in branches;
our operation center is the daily operation management department of the Company and
is responsible for the centralized clearing, settlement, auditing, third-party depository
operation and capital management of the Company's various businesses, and takes the
responsibility of relevant risk management and control; our Board office is responsible for

the management of the Company's reputation risk.
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Section IV Discussion and Analyais of Operation Condition

4) Other business departments and branches

The key responsible persons of our each business lines, subsidiaries and branches are the
persons who are primarily responsible for risk control of each business units. In order to
enhance the frontline risk responsibility consciousness, strengthen front end risk control,
identify and prevent risk timely and effectively, the Company continuously strengthens the
risk control function of each specialized management committees, business departments
and branches, and enhances business frontline risk control, therefore enhancing the risk
management mechanism and consciousness of frontline departments and enabling them
to communicate with specialized risk management departments actively and timely for
risk issues of major operation matters, so that the Company can take more active and
effective overall response measures, effectively improve the overall risk management

level and adapt to the risk management requirement for business development.

Risk management system

The Company established a 4-level risk management system based on its business
characteristics and level of operational risks and has been constantly perfecting it. The system
includes: measures on comprehensive risk management; various risk management measures
based on different risks such as market risk, credit risk, operational risk and liquidity risk; risk
management system on various business and products and the practical business operation
protocol. The Company amended Measures on Comprehensive Risk Management on Board
level, amended Measures on Risk Appetite Management, and formulated and amended
Measures on Market Risk Management, Measures on Credit Risk Management, Measures on
Operational Risk Management, Measures on Liquidity Risk Management on the Company level
according to types of risks, and the Company also formulated specific working rules of risk

management for each department and business.

Risk appetite system

Risk appetite is the nature and level of risks that the Company chose to assume in order to
achieve established expected earning goals, and is the basic attitude of the Company’s highest
decision-making level about the balance between risk and income after analyzing various risk
factors exposed to the Company, which includes what kind of risks and how many risks that the

Company are willing to take and by what methods.

The Company sorts out the expectation and requirement of respective interested
parties (including shareholders, regulatory authorities, rating agencies, board and senior
management), sets specific goals based on the six core aspects (including development
strategies, operation performance, capital strength, liquidity, compliance and external rating)
and forms the Company's risk appetite system. On the basis of a complete overall risk appetite
setting, the Company describes the risk boundaries of different dimensions such as overall risk
and major risks through quantized risk tolerance indicators. Subject to risk appetite and risk
tolerance, the Company sets limits on key risk indicator and conducts risk monitor and control

based on those limits.
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Section IV Discussion and Analyais of Operation Condition

5.

Measures against the risks

1)

2)

Market risks

Market risks are those may cause a loss to the Company due to unfavorable changes
of market prices, which includes but not limited to the prices of equity, interest rates,
commodity prices and exchange rates. The business of the Company that involve
market risks mainly include the transactions of equity securities and their derivatives,
the transactions of fixed-income securities and their derivatives, foreign exchange
transactions, precious metal contract transactions, commodity derivatives transactions

and other proprietary investments business.

The Company implements boundary management for market risks and conducts business
activities involving market risks on the premise that risks are measurable, controllable and
bearable. The boundaries on market risks include the business scale limits, risk limits and

various risk indicators limits.

The Company selects appropriate and general accepted measure methods according to
different types of market risks, measures market risks based on reasonable assumptions
and parameters, and continuously monitors the effectiveness of the models through
methods such as return test. The Company establishes stress test mechanism and
conducts stress test on market risks timely according to its business development and
changes of market, in order to assess the tolerance for risk and guide the determination
and adjustment of market risk limits. The Company conducts daily monitoring for market
risk limits using its risk management system and other related systems to monitor the
operation of its businesses. We report relevant results of market risk monitoring and
management conditions regularly or irregularly, and conduct specialized analysis on risk
matters, in order to provide basic information and basis for risk management decisions of

the management at relevant levels.

Credit risks

Credit risks are those that may cause a loss to the Company due to failures to perform
their obligations stipulated in relevant contracts by securities issuers, counterparties and
debtors or the changes of market value of the debts caused by the changes of credit
rating or contract performance capacity. The Company'’s current credit risks mainly
concentrate on the bond investment business, securities derivatives transactions, margin
financing and securities lending business, securities repurchase business, and stock-

pledged financing transaction businesses.
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Section IV Discussion and Analyais of Operation Condition

3)

The Company implements access management for credit risks. Before conducting
relevant businesses including credit risks, clients’ credits will be rated. If the rating result is
within the accessible credit rating, the credit may be granted and business may be carried
out. Before the application for rating clients’ credit and granting credit, each business
department shall conduct due diligence, be diligent and responsible and obtain true
information of clients. As for clients whose credit rates the satisfy access conditions, the

credit line shall be determined according to the particulars of clients.

The Company mitigates credit risk through methods such as deposits, qualified collaterals
and netting settlements. Each business department sets detailed access standards and
discount rates for collaterals according to the characteristics of their specific business.
Access standards and discount rates shall be reviewed. And when there is a significant
change of market or policies or there is a significant credit event related to the relevant
entity applying for the credit, the access standards and discount rates shall be reviewed
randomly. For collaterals other than cash, the Company conducts marking to market

management and assesses collaterals’ value periodically.

The Company analyzes credit risk factors of each business, identifies the credit risks for
the business and conducts credit risks assessment. The Company uses analysis methods
such as centralization, probability of default, default loss rate, credit exposure and
collateral coverage rate as credit risk measures. The Company sets reasonable credit risk
stress scenarios, conducts stress tests regularly and irregularly, analyzes the results of

stress test and takes corresponding measures.

Liquidity risks

Liquidity risks are those we might face when we are not be able to obtain sufficient funds
in time at reasonable costs to repay debts that are due, fulfil other payment obligations

and satisfy the funding requirements for ordinary business operation.

The Company mainly adopts the risk indicators analysis method to assess its overall
liquidity risks, i.e., the Company assesses and measures its overall liquidity risk condition
by analyzing key indicators such as the liquidity coverage rate, net stable funding ratio,
liquidity gap ratio, liquidity ratio as well as asset and liability concentration. The Company
establishes a liquidity risk limit system, conducts limit management on liquidity risks and

monitors and reports the implementation of limits.
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Section IV Discussion and Analyais of Operation Condition

4)

The Company conducts situational and modeled gap analysis by using cash flow analysis.
Future cash flow that may be generated in the Company’s business on and off-balance
sheet will be credited to cash inflow and cash outflow for the specific periods respectively.
The period mismatch net amount of cash flow will be calculated accordingly in order to

check the mismatch of cash flow.

The Company explores and maintains financing channels, continuously beeps an eye on
the risk conditions of significant capital providers, monitors the conditions of significant
capital providers' transactions with the Company and sets a trigger rate for their financing
concentration and measures shall be taken when their financing concentration reaches
the trigger rate. The Company concerns the changes of capital markets, assesses the
ability and cost of supplementing its liquidity by issuing stocks, bonds and other financing
instruments and mitigates its period mismatch by supplementing its middle-to-long term

liquidity.

The Company establishes and continuously improves the contingency plan for liquidity
risks, which includes taking measures such as transferring, decentralizing and reducing
risks exposure to reduce the level of liquidity risks. The Company also establishes
emergency response or standby systems, procedures and measures for natural disasters,
system failures and other emergencies so as to reduce losses and reputation damages
the Company may suffer. The contingency plan will be checked and tested regularly and

emergency response arrangements will be continually updated and improved.

Operational risks

Operational risks are the possibility of losses caused by the failures of internal systems
and procedures, improper employee behaviors, IT risks and the influence of external

events.

The Company establishes the self-evaluating procedure of operational risk and control.
Each department and branch actively identifies operational risks in their internal
system procedures, employee behaviors and IT systems to ensure that the operational
risks in existing and new businesses and management are adequately assessed. The
Company has also complied a risk management manual that will guide the daily
operational risk management. The Company systematically gathers and organizes the
information of the events of operational risk and lost data, establishes key operational
risk indicative system and monitors its process, and prepares periodical reports. In terms
of significant operational risk events, it will provide specific valuation reports to ensure
that management and the chief risk management officer could fully understand the
operational risk situation of the Company in a timely manner, which in turn facilitates their

decision making regarding the response to the risks or the initiation of contingency plans.
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Section V Significant Events

INTRODUCTION OF GENERAL MEETING

The address of
the designated website The disclosure date for

Meeting session Convening date for publishing resolutions publishing resolutions
Annual general meeting 13 March 2017 http://www.sse.com.cn 14 March 2017
for the year 2016

During the Reporting Period, the Company convened one general meeting, details as follows:

The annual general meeting for the year 2016 of the Company was held in Shanghai on 13 March 2017,
on which the Work Report of the Directors for the year 2016, the Work Report of the Supervisors for the
year 2016, the Resolution on Proposing to Review the Profit Distribution Plan of the Company for the year
2016, the Resolution on Proposing to Consider the Reappointment of Accounting Firm, the Resolution on
Proposing to Review the Annual Report of the Company for the year 2016, the Resolution on Anticipated
Daily Related Party Transactions of the Company for the year 2017, the Resolution on Proposing to Extend
the Valid Period of the Mandate for the Public Offering of A Share Convertible Corporate Bonds and the
Resolution on Proposing to Increase the External Donation Limit of the Company for the year 2017, were

reviewed and passed.

THE PLAN FOR PROFIT DISTRIBUTION OR TO CONVERT RESERVE TO SHARE
CAPITAL

The Company didn't propose any plan for profit distribution or to convert capital reserve fund to share
capital in the first half of 2017.
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lll. THE PERFORMANCE OF UNDERTAKINGS

Section V Significant Events

(1) The undertakings of the Company’s de facto controllers, shareholders, related
parties, buyers and the Company and other related parties during the Reporting
Period or that continued to be valid during the Reporting Period

Backgrounds of
undertakings

Undertakings related to
initial public offering

Parties giving undertakings

Shanghai State-owned
Assets Operation Co,, Ltd.

Shanghai State-owned
Assets Operation Co, Ltd.

Shanghai State-owned
Assets Operation Co, Ltd.

Shanghai State-owned
Assets Operation Co,, Ltd.

Shanghai State-owned
Assets Operation Co, Ltd.

Shanghai State-owned
Assets Operation Co,, Ltd.

Shanghai State-owned
Assets Operation Co, Ltd.

Shanghai International
Group Co, Ltd.

Types of
undertakings

Restriction
on selling shares

Other

Other

Other

Other

Other

Restriction
on selling shares

Restriction on
selling shares

Content of undertakings

The undertaking of
restriction on shareholdings
and trading

The undertaking of avoiding
the competition with

Guotai Junanin the

same industry

The undertakingin relation to
the price for selling shares

The undertaking of stabilizing
share price within 3 years

from the listing of Guotai Junan

The undertaking of
indemnifying investors' losses
in the case of false disclosure

The undertaking of the
intention of reducing
shareolding within 2 years
from the expiring

date of restriction on
shareholdings and trading

Alock-up period of 12 months
from the listing date of

the H Shares of Guotai

Junan in respect of

the H Shares acquired by it

in the Global Offering

The undertaking of restriction
on shareholdings and trading

Times and periods
of undertakings

36 months after the listing
date of the A Shares of
Guotai Junan

From the date of the
initial public offering
of the A Shares of
Guotai Junan to the
date on which
nolonger being the
Company's controlling
shareholder (Note 1)

Within 2 years after the
expiry date of restriction
on shareholdings and
trading of the A Shares

Within 3 years after the listing
date of the A Shares of
Guotai Junan

Permanent

Within 2 years after the
expiry date of restriction on
shareoldings and tracing
of the A Shares

12 months after the listing
date of the H Shares
of Guotai Junan

36 months after the listing
date of the A Shares of
Guotai Junan

Whether
there s a
performance
period

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Whether
undertakings

were performed

timely

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Detailed reasons  Next steps,
fornot if undertakings
performing were not
timely, if performed
applicable timely
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Section V Significant Events

Backgrounds of Types of
undertakings Parties giving undertakings undertakings
Shanghai Intemnational Other
Group Co,, Ltd.
Shanghai Intemational Other
Group Co,, Ltd.
Shanghai Intemational Other
Group Co,, Ltd.
Shanghai International Other
Group Co,, Ltd.
Shanghai Other
International
Group Co,, Ltd.
Shenzhen Investment Other
Holdings Co., Ltd.
Shenzhen Investment Restriction on

Holdings Co, Ltd.

Shanghai Sitico Assets
Management Co,, Ltd.
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selling shares

Restriction on
selling shares

Content of undertakings

The undertaking of avoiding the

competition with Guotai
Junanin the same industry

The undertaking of the price
for selling shares

The undertaking of

indemnifying investors'losses in

the case of false disclosure

The undertaking of the
intention of reducing
shareholding within 2 years
from the expiring date

of restriction on shareholdings
and trading

The undertaking of avoiding
the competition with

Guotai Junan in the same
industry (Non-Competition
Arrangement)

The undertaking of the
intention of reducing
shareholding within 2 years
from the expiring date

of resriction on shareholdings
and trading

Alock-up period of 12 months
from the listing date of

the H Shares of Guotai Junan
inrespect of the H Shares
acquired by it in the Global
Offering

The undertaking of restriction
on shareholdings and trading

Times and periods
of undertakings

From the date of the

initial public offering

of the A Shares of

Guotai Junan

to the date on which no
longer being the Company's
de facto controller (Note 1)

Within 2 years after the
expiry date of restriction on
shareholdings and trading
of the A Shares

Permanent

Within 2 years after the
expiry date of restriction on
shareholdings and trading
of the A Shares

From the listing date of the
H Shares of

Guotai Junan to the date on
which no longer being

the Guotai Junan's
controlling shareholder
(Note 2)

Within 2 years after the
expiry date of restriction on
shareholdings and trading
of the A Shares

12 months after the listing
date of the H Shares of
Guotai Junan

36 months after the listing
date of the A Shares of
Guotai Junan

Whether
thereis a
performance

period

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

undertakings
were performed

Detailed reasons

Whether for not

performing
timely, if

timely applicable

Yes -

Yes —

Yes —

Yes -

Next steps,

if undertakings
were not
performed
timely



Backgrounds of
undertakings

Section V Significant Events

Parties giving undertakings

Shanghai Sitico Assets
Management Co., Ltd.

Shanghai Sitico Assets
Management Co,, Ltd.

Shanghai Intemational Group
Asset Management Co,, Ltd.

Shanghai Intenational Group
Asset Management Co., Ltd.

Shanghai Intenational Group
Asset Management Co,, Ltd.

Shanghai Intemnational Group
Asset Operation Co,, Ltd.

Shanghai Intemational Group
Asset Operation Co,, Ltd.

Shanghai Intemational Group
Asset Operation Co,, Ltd.

Shanghai Municipal
Investment (Group)
Corporation

Types of
undertakings

Other

Other

Restriction on

selling shares

Other

Other

Restriction on
selling shares

Other

Other

Other

Content of undertakings

The undertaking of the price
for selling shares

The undertaking of the
intention of reducing
shareholding within 2 years
from the expiring date

of restriction on
shareoldings and tracing

The undertaking of restriction
on shareholdings and trading

The undertaking of the price
for selling shares

The undertaking of the
intention of reducing
shareholding within 2 years
from the expiring date

of restriction on
shareholdings and trading

The undertaking of restriction
on shareholdings and trading

The undertaking of the price
for selling shares

The undertaking of the
intention of reducing
shareholding within 2 years
from the expiring date

of restriction on
shareoldings and tracing

The undertaking of the
intention of reducing
shareholding within 2 years
from the expiring date

of restriction on
shareholdings and tracing

Times and periods
of undertakings

Within 2 years after the
expiry date of restriction on
shareholdings and tracing
of the A Shares

Within 2 years after the
expiry date of restriction on
shareholdings and trading
of the A Shares

36 months after the listing
date the of A Shares of
Guotai Junan

Within 2 years after the
expiry date of restriction on
shareholdings and trading
of the A Shares

Within 2 years after the
expiry date of restriction on
shareholdings and trading
of the A Shares

36 months after the listing
date of the A Shares of
Guotai Junan

Within 2 years after the
expiry date of restriction on
shareholdings and tracing
of the A Shares

Within 2 years after the
expiry date of restriction on
shareholdings and trading
of the A Shares

Within 2 years after the
expiry date of restriction on
shareholdings and tracing
of the A Shares

Whether
there s a
performance
period

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Whether
undertakings

were performed

timely

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Detailed reasons ~ Next steps,

fornot  if undertakings
performing were not
timely, if ~ performed
applicable timely
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Section V Significant Events

Backgrounds of
undertakings Parties giving undertakings

Shanghai SMI Assets
(Group) Co,, Ltd.

Cornerstone investors of
the H Shares of
the Company (note 3)

The Company

The Company

GUOTAI JUNAN SECURITIES CO., LTD.

Types of
undertakings

Other

Restriction on

selling shares

Other

Other

Content of undertakings

The undertaking of the
intention of reducing
shareolding within 2 years
from the expiring date

of resriction on

shareoldings and tracing

Without the prior written
consent of the Guotai Junan,
the Joint Representatives and
the Joint Sponsors, it will not,
whether directly or indirectly,
atany time during a period of
six months starting from and
inclusive of the listing date of
the H Shares, dispose of any of
the shares subscribed for by it
under the relevant comerstone
investment agreement and any
shares or other securities of the
Guotai Junan derived therefrom
or any legal or beneficial
interest in the relevant shares,
or enter into any transactions,
directly or indirectly, with the
same economic effect as any
transaction for such disposal of
relevant shares or interest, or
agree or contract to, or publicly
announce any intention to enter
into, any transaction for such
disposal of the relevant shares
orinterest or any transactions
with the same economic effect

The undertaking of
stabilizing share price within
3years from the

listing of Guotai Junan

The undertaking of
repurchasing shares

and indemnifying investors'
losses in the case of

false disclosure

Detailed reasons ~ Next steps,
Whether Whether fornot  if undertakings
thereisa  undertakings  performing were not
Times and periods performance ~ were performed timely, if  performed
of undertakings period timely applicable timely
Within 2 years after the Yes Yes - -
expiry date of restriction on
shareoldings and tracing
of the A Shares
6 months after the listing Yes Yes - -
date of the H Shares of

Guotai Junan

Within 3 years after the Yes Yes -

listing dlte of the

A Shares of Guotai Junan

Permanent Yes Yes —



Section V Significant Events

Detailed reasons ~ Next steps,

Whether Whether fornot  if undertakings
thereisa  undertakings  performing were not
Backgrounds of Types of Times and periods performance ~ were performed timely, if  performed
undertakings Parties giving undertakings undertakings  Content of undertakings of undertakings period timely applicable timely
The Company Toresolvethe  The undertaking of Within 5 years after Yes Yes - -
competitionin  eliminating the the date on which
the same indlustry competition with Shanghi Guotai Junan's controlled
Securities and Haiji Securities  Shanghai Securities
in the same indlustry
Directors and senior Other The undertaking of Within 3 years after the Yes Yes - -
management of the Company stabilizing share price within ~listing date of the
3years from the A Shares of Guotai Junan
listing of Guotai Junan
Directors and senior Other The undertaking of Permanent Yes Yes - -
management of the Company indemnifying investors'
losses in the case of
false disclosure
Supenvisors of the Company ~ Other The undertaking of Permanent Yes Yes - -
indemnifying investors'
losses in the case of
false disclosure
Note 1:  The controlling shareholder and the de facto controller as referred to herein are as defined under the Rules Governing the Listing of Stocks on the Shanghai Stock Exchange.
Note 2:  The controlling shareholder as referred to herein is s defined under the Hong Kong Listing Rules in force from time to time.
Note 3:  The comerstone investors of the H Shares of the Company include Diamond AcquisitionCo SARL, Da Cheng Intemational Asset Management (acting as the investment manager of the National Council for
Social Security Fund), BOCOM International Global Investment Limited, Winland Foundation Limited, ICBC Private Banking Global Investment Fund Series SICAV-SIF-ICBCI Absolute Return Fund and Tokei
Tokyo Securities Co,, Ltd..
IV. APPOINTMENT AND DISMISSAL OF AUDITORS

On 13 March 2017, pursuant to the resolution at the 2016 Annual General Meeting of the Company, the
Company re-appointed Ernst & Young Hua Ming LLP as the external auditor of the Company for 2017,
responsible for its statutory audit in accordance with the Accounting Standards for Business Enterprise
and internal control audit. The Company appointed Ernst & Young (an accounting firm registered in Hong
Kong) as the external auditor of the Company for 2017, responsible for the relevant audit and review

services in accordance with the International Financial Reporting Standards.
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V1.

VII.

Section V Significant Events

AUDIT ISSUES

The Audit Committee of the Board has reviewed the interim results announcement for the six months
ended 30 June 2017 of the Company and the unaudited interim condensed financial statements for the six
months ended 30 June 2017 prepared in accordance with the requirements of International Accounting

Standards, and has no dissent on the accounting policies and practices adopted by the Company.
NO MATERIAL LITIGATION AND ARBITRATION DURING THE REPORTING PERIOD

PENALTIES AND RECTIFICATIONS OF THE COMPANY, ITS DIRECTORS,
SUPERVISORS, SENIOR MANAGEMENT, CONTROLLING SHAREHOLDERS, DE
FACTO CONTROLLER AND ACQUIRERS

The Company was ordered by the administrative regulatory measures to make rectifications, to increase
the frequency of internal compliance inspections and to submit the compliance inspection report for its

non-compliance behaviors on its NEEQ listing business.
The Company has the following non-compliance behaviors:

Firstly, the Company failed to conduct a sufficient examination of the key business processes and the
inventories of Hebei Runnong Water-Saving Technology Co., Ltd. (73t 2 & KEHERD R A 7))
when recommending its listing on the NEEQ, and the internal audit department of the Company lacked

independence when performing its duties.

Secondly, during the on-going supervision on Shenxianyuan Ginseng Co., Ltd. (2IIF2 D BR A7)
a company listed on NEEQ, the Company failed to complete and submit the on-site inspection report of
on-going supervision ( (FHEEEIRISHETEME) ) within the specified period after this company was
investigated.

Thirdly, the Company failed to conduct a sufficient examination of the key business processes as well as
the status of the purchases and sales of Xinjiang Ruizhao Source Ecological Agriculture Co., Ltd. (¥7983#
JRAERE R (D B R A ) when recommending its listing on the NEEQ.

On 16 January 2017, the CSRC issued the Decisions on Adoption of the Measures of Ordering the Guotai
Junan Securities Co., Ltd. to Make Rectifications, to Increase the Frequency of Internal Compliance
Inspections and to Submit the Compliance Inspection Report ( { BR¥TBIZRE LRl 5% (0 AR A &) 5 AN
BN - WINNBERBRERBARREHBRERSEIEFARTE) ) to the Company, and ordered the
Company to make rectifications, to increase the frequency of internal compliance inspections and to
submit the compliance inspection report. The rectifications should be completed within one month after

the date of formal decision.
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VIII.

IX.

Section V Significant Events

The Company has adopted the following rectification measures in respect of the above issues:

The Company has: adjusted the departmental structure and put the risk management team responsible
for the risk review and assessment of the NEEQ business; improved the NEEQ business system and
strengthened the examination of its key business processes; conducted additional site inspections for the
above projects; and organized the relevant personnel of the NEEQ business to conduct a self-review and

self-rectification.

THE CREDIT STATUS OF THE COMPANY, ITS CONTROLLING SHAREHOLDERS AND
DE FACTO CONTROLLER DURING THE REPORTING PERIOD

During the Reporting Period, there has been no failure to implement the effective judgment of a court
or failure to meet the repayment schedules of a debt with a relatively large amount by the Company,
Shanghai SA (controlling shareholder of the Company defined under the Rules Governing the Listing
of Stocks on the Shanghai Stock Exchange) or International Group (de facto controller of the Company

defined under the Rules Governing the Listing of Stocks on the Shanghai Stock Exchange).

THE EQUITY INCENTIVE SCHEME, EMPLOYEE SHARE SCHEME OR OTHER
EMPLOYEE INCENTIVES OF THE COMPANY AND THE IMPACT THEREOF

() Relevant equity incentive matters that have been published in temporary
announcements and have no developments or changes in subsequent implementation

Description of the matter Inquiry index

On 10 July 2015, the Company issued the announcement  Announcement (Lin 2015-005)
in relation to the proposed employee share scheme, which
sets out "The Company will actively promote the employee
share scheme according to relevant requirements,
implement the scheme after performing relevant review and
approval procedures, and improve the incentive restriction
mechanism that is beneficial for the long term, stable and

healthy development of the Company.”

(I) The share option scheme of Guotai Junan International

On 19 June 2010, Guotai Junan International, a subsidiary of the Company, adopted a share option
scheme, with a term of 10 years from the date of adoption. No more than 164,000,000 Shares can
be issued in aggregate pursuant to the Share Option Scheme. As of 30 June 2017, Guotai Junan
International granted 94,500,000 options in total under the Share Option Scheme. (Please refer to

relevant announcements of Guotai Junan International)
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Section V Significant Events

MATERIAL RELATED PARTY TRANSACTIONS

The Company did not enter into any material related party transactions during the Reporting Period. The

major related party transactions entered into by the Company are as follows:

1) Major related party transactions relating to day-to-day operations

1. Fees and commissions received by the Group from its related parties

Contents of related

Names of related parties party transactions
HuaAn Funds Trading unit seats rental
CIFM Trading unit seats rental
China Minsheng Investment ~ Revenue from securities
Co. Ltd. underwriting business
SPD Bank Revenue from entrusted

assets management business

2. Interest received by the Group from its related parties

Contents of related

Names of related parties party transactions

SPD Bank Interests from deposit in

financial institutions

3. Interests paid by the Group to its related parties

Contents of related

Names of related parties party transactions

Shanghai Rural Commercial  Interests on financial assets

Bank sold under repurchase
agreements
SPD Bank Interests from placements of

other financial institutions

SPD Bank Bond interests
International Group Interests on short-term
borrowings

GUOTAI JUNAN SECURITIES CO., LTD.

Closing
balance

5,255
2,673
2,025

13,784

Closing
balance

115,450

Closing
balance

4,681

2,540

9,732

Unit: RMB’000

Opening
balance

21,945
17,185

17,128

Unit: RMB’000

Opening
balance

113,846

Unit: RMB'000

Opening
balance

8,719

9,858

22,750
9,333



Section V Significant Events

2) Balances with related parties of the Group

1. Balances of deposits in related parties

Balances at
the end of

Unit: RMB'000

Balances at

the beginning

Names of related parties the period of the period
SPD Bank 8,979,795 9,408,384
Shanghai Rural Commercial Bank 11,276 213,146
Balances of receivables
Unit: RMB’000
Balances Balances at
Contents of at the end the beginning

Names of related parties

related party transactions

of the period

of the period

SPD Bank Bank interests 59,501 16,846
Great Wall Securities Co. Ltd. Financial assets held under 48,684 —
resale agreements
HuaAn Funds Trading unit seats rental N/A 11,727
CIFM Trading unit seats rental N/A 7,678
Balances of payables
Unit: RMB'000
Balances Balances at
Contents of at the end the beginning

Names of related parties

SPD Bank
SPD Bank

related party transactions

Customer service fees
Third-party funds

depositary fees

of the period

3,381
2,354

of the period

1,958
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Closing balances of collective asset management schemes or funds issued by the Group held

by related parties

Names of related parties

Shanghai Trust
Shanghai SA

Apanage & Stones Co. Ltd. (ZHEX BRI FEER A F)

SPD Bank

Balances of the bonds subscribed from related parties

Names of related parties

SPD Bank
Shanghai SA

GUOTAI JUNAN SECURITIES CO., LTD.

Unit: RMB"000

Balances at Balances at
the end of the beginning
the period of the period

N/A 674,822
105,752 54,155
2,100 1,008
— 26,000

Unit: RMB'000

Balances at Balances at
the end of the beginning
the period of the period

700,000 1,000,000
100,000 —
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XIl. MATERIAL CONTRACTS AND THE PERFORMANCE THEREOF
1 No custody, contracting and leasing for the Company

2 Guarantees
Unit: RMB

External guarantees by the Company (excluding guarantees for subsidiaries)

Total amount of the guarantees during the Reporting
Period (excluding guarantees for subsidiaries)
Balance of the total amount of the guarantees at the end of the

Reporting Period (A) (excluding guarantees for subsidiaries)
Guarantees of the Company for subsidiaries
Total amount of the guarantees for subsidiaries during
the Reporting Period 0
Balance of the total amount of the guarantees for subsidiaries

at the end of the Reporting Period (B) 3,731,635,900

Total amount of guarantees of the Company (including guarantees for subsidiaries)

Total amount of guarantees (A+B) 3,731,635,900
Total amount of guarantees as a percentage of the net assets

of the Company (%) 2.92
Including:

The amount of guarantees offered to the shareholders,

de facto controller and their related parties (C) 0
The amount of debt guarantees directly or indirectly offered to

the guaranteed with a gearing ratio of over 70% (D) 0
The amount of guarantees in excess of 50% of net assets (E)
The sum of the three items above (C+D+E)
Remark on the joint settlement responsibilities in relation

to premature guarantees /
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Total amount of guarantees of the Company (including guarantees for subsidiaries)

Remark on the guarantees

GUOTAI JUNAN SECURITIES CO., LTD.

In May 2014, Guotai Junan Financial Holding
Limited (BVI Co.), a subsidiary of the Company,
issued the credit enhancement bonds with a
par value of USD500 million overseas. Bank of
China Sydney Branch provided a standby letter
of credit guarantee for the repayment of these
bonds. The Company issued a letter of counter
guarantee on 19 May 2014 to Bank of China
Sydney Branch in respect of the issuance of the
above standby letter of credit guarantee. The
amount of the counter guarantee covers the
principal, interests and other relevant expenses
of the first phase of the above overseas bonds
proposed to be issued. The guarantee is a
joint liability guarantee, which will expire at the
end of six months from the expiration date of
the repayments of the above debts. Based on
the exchange rate prevailing on 30 June 2017,
the total amount of the guarantee is RMB
3,731,635,900.
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Other material contracts

1.

According to relevant rules of the Rules Governing the Listing of Stocks on the Shanghai Stock

Exchange, the Group did not enter into any material contract during the Reporting Period.

The developments of material contracts disclosed in the Prospectus about the Initial Public

Offering of A Shares during the Reporting Period are as follows:

M

According to a resolution at the 10th extraordinary meeting of the 4th session of the
board of directors of the Company, the Company invests in the office building project
of Huangpu Riverside (&/#/&8T), and the investment amount is expected to not exceed
RMB1.18 billion. On 16 October 2013, the Company signed the Framework Agreement
for Transfer of the Fuxing Land ( ({8 #1818 B EEEZR#75%) ) with Shanghai Bund
Riverside Development Company Ltd. (F/85N#ET4REFEBRAF]) (the "Bund
Riverside”). Pursuant to this agreement, Bund Riverside intends to acquire the land
through land auction. The land is located at the Huangpu District, Shanghai City and is
used for commercial and office purposes, with a site area of 35,862m?2. Bund Riverside will
construct six office buildings thereon and transfer one of the buildings (with a gross floor
area of approximately 14,000m?) to the Company. The transfer price covered the land
costs, construction costs, respective amortization charges and the project management
fees paid to Bund Riverside. On 12 December 2013, Bund Riverside signed the Land Use
Rights Grant Contract of State-owned Land with the Planning and Land Administration
Bureau of Huangpu District (E/8m & RREF T HEIRE). As of the end of the
Reporting Period, the Company has paid RMB572,268,300.

On 12 March 2014, Guoxiang Properties signed the Contract for Construction the Pile
Foundation and Surrounding Buildings Protection Works for New Elements of the Office
Building of Guotai Junan Securities Co., Ltd. ( IR E Ll H R0 AR A B AR IR
BHEENEERZEMREZLIEZEIAR) ) with Shanghai Construction No.1 (Group) Co.,
Ltd. (the “Shanghai Construction No.1"), pursuant to which Shanghai Construction No.1
was responsible for the construction of the pile foundation and ancillary works of new
elements of the office building of Guotai Junan. The project is situated at Lot 49, Jingan
District, Shanghai City, with a total contract value of RMB65,500,900 and final accounting
amount of RMB69,270,200. As of the end of the Reporting Period, the Company has fully
paid the consideration.

On 18 November 2014, Guoxiang Properties signed the Main Contract on Construction
of the Main Body of the New Project of the Office Building of Guotai Junan Securities
Co., Ltd. ((ERELAFRNERQARIPAEFNEZEE TR IRBIAABER) )
with Shanghai Construction No.1, pursuant to which Shanghai Construction No.1 was
responsible for constructing the main body of the new project of the office building of
Guotai Junan. The project is located at Lot 49, Jingan District, Shanghai City, with a total
contract value of RMB335,882,500. As of the end of the Reporting Period, the Company
has paid RMB173,009,800.
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Xll. POVERTY ALLEVIATION ACTIVITIES OF THE COMPANY

V Applicable [ Not applicable

1.

Targeted poverty alleviation plans

Focusing on the “One company, one county” targeted poverty alleviation initiative, the Company
has established a special work team and entered into comprehensive strategic cooperation
agreements with the national-level poverty-stricken counties, Ji'an County of Jiangxi Province,
Puge County of Sichuan Province and Qianshan County of Anhui Province. The Company and the
counties will jointly establish the long-term effective work mechanisms for targeted helping and
supporting, and motivate the positive effect of capital market on poverty alleviation. Taking into
consideration the needs of real economy, the Company focuses on the capital market services for
industrial help and support, to expand their financing channels, improve their financing efficiency,
promote the transformation of the enterprises and assist them in financial innovation. The Company
is also committed to improving the talent quality, improving the education environment, caring for
the growth of students and helping the needy people with the talent, education and public welfare
support.

At the same time, the Company continues to perform the public poverty alleviation works that
have done in the past, such as rural “Support in Pairs”, “Learning and Teaching Support” in poor
areas and financial assistance to poor college students, to implement the common culture of the
Company, make sure the poverty alleviation is practicable and make contributions to the poverty

alleviation.

Overview of the targeted poverty alleviation activities during the Reporting Period

The Company has entered into the comprehensive cooperation agreements in respect of the
industrial support, education support, financial advisory, talent support and public welfare support
with Ji'an County of Jiangxi Province, Puge County of Sichuan Province and Qianshan County of
Anhui Province. Various departments and certain subsidiaries of the Company have conducted
several site inspection surveys to understand the local economy developments and the actual needs
of industry financing and education support. The Company will formulate support plans based on

the actual situations and determine the support targets.

The Company has initiated various special targeted poverty alleviation activities, including matching
the assistance provider with the poverty-stricken families and poor students that have been recorded
for poverty registration, recruiting volunteers within the Company, promoting the “Be Together”
program to care for the left-behind children and “Angel Education” program, purchasing Guotai
Junan customized insurance for more than 110,000 teachers and students in the three poverty-
stricken counties to improve their healthcare standards, and inviting and organizing the staff from
the departments of and the enterprises in the counties to Shanghai to attend the trainings and

lectures on financial knowledge.

GUOTAI JUNAN SECURITIES CO., LTD.
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The Company has supported Fengxian District, Shanghai City as a pair in five consecutive years, to
provide support and assistance to the poor families, the elders and students, actively supported
the learning and education of the poor people, continuously provided teaching assistance for
poor students in four universities in Shanghai and 11 universities in Shenzhen and Chongging, and
provided materials and fund assistance for students and teachers in the three Guotai Junan Hope

Primary Schools in Gansu, Jiangxi and Yunnan.

Statistical table of targeted poverty alleviation activities of the Company during the
Reporting Period

Unit: RMB0,000

Indicators Number and implementation information
of the Company
I. Overview
Including:1.Fund 622.91
2.Materials trade
3.Number of poor people helped to
be removed from administrative
record for poverty registration
(Persons)
Indicators Number and implementation information
of the Company
Il. ltemized input
1.Poverty alleviation through industrial

development

Including:1.1 Type of industrial poverty [1  Poverty alleviation through agriculture and

alleviation projects forestry
[1 Poverty alleviation through tourism
O Poverty alleviation through E-commerce
[1 Poverty alleviation through assets income
O Poverty alleviation through science and

technology
\  Others
1.2 Number of industrial poverty
alleviation projects 6

1.3 Amount invested in industrial
poverty alleviation projects

1.4 Number of poor people helped to
be removed from administrative
record for poverty registration

(Persons)
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Indicators

2.Poverty alleviation through employment
Including:2.1 Amount invested in
vocational training
2.2 Number of people receiving
vocational training (Person/Time)
2.3 Number of poor people in
administrative record for poverty
registering employed (Persons)
3.Poverty alleviation through relocation
Including: 3.1 Number of relocated people
employed (Persons)
4 Poverty alleviation through education
Including: 4.1 Amount invested in subsidizing
poor students
4.2 Number of students receiving

allowance (Persons)

4.3 Amount invested in improvement of

education resources of poor areas
5.Poverty alleviation through health enhancement
Including: 5.1 Amount invested in medical and

health resources in poor areas

6.Poverty alleviation through ecological protection

Including: 6.1 Name of project

6.2 Amount invested

GUOTAI JUNAN SECURITIES CO., LTD.

Number and implementation information

of the Company

10

600

47.26

163

16.6

[0 Launching ecological protection

and construction

[0 Establishing compensation for

the ecological protection

0 Creating ecological and public

welfare positons

[0 Others
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Indicators Number and implementation information
of the Company
7 .Protection for the most impoverished people
Including: 7.1 Amount invested in helping the
"three left-behind” groups 21.71
7.2 Number of people of the “three
left-behind” groups helped
(Persons) 300
7.3 Amount invested in helping the
poor people with disabilities
7.4 Number of poor people with
disabilities helped (Persons)
8.Poverty alleviation in the society
Including: 8.1 Amount invested in poverty
alleviation in the east-west
collaboration of the country
8.2 Amount invested in targeted
poverty alleviation work 500
8.3 Poverty alleviation public
welfare fund
9.Other projects
Including: 9.1. Number of projects (Projects) 3
9.2. Amount invested 27.34
9.3. Number of poor people helped to
be removed from administrative
record for poverty registering
(Persons)
9.4. Details of other projects

[Il. Awards (details and levels) —

Subsequent targeted poverty alleviation plans

In the second half of 2017, in addition to the current poverty alleviation work and the achievements,
the Company will continue to conduct the existing paired poverty alleviation and education support
in accordance with the established targeted poverty alleviation plans. The Company will actively
promote the targeted support work in Ji'an County of Jiangxi Province, Puge County of Sichuan
Province and Qianshan County of Anhui Province, and put more efforts in support, enhance the
communications between talents, improve their education and learning environment and expand
their corporate financing channels. The Company will also further promote the “Poverty Alleviation
and Learning Support” program, help to construct hope primary schools and assist the poor college
students. The Company will continuously leverage on its advances in the industry and perform its

social responsibilities actively.
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Xlill. CONVERTIBLE CORPORATE BONDS

[0 Applicable Y Not applicable

XIV.OTHER SIGNIFICANT EVENTS

m

(D)

(1)

No changes in the accounting policies, accounting estimates and audit methods
compared with the last accounting period

No significant accounting errors which require retrospective restatement during the
Reporting Period

Others

Corporate governance

During the Reporting Period, the Company strictly complied with requirements of laws,
regulations and departmental rules such as the Company Law, the Securities Law, the
Regulations on Supervision and Administration of Securities Companies ( {FBH A A EEEE
1&f51) ) and the Articles of Association, and continued to improve the corporate governance
system. The actual situation of corporate governance is in line with relevant requirements.
On 11 April 2017, the Company publicly issued the H Shares and was listed on the Hong
Kong Stock Exchange. Since the listing of H Shares, the Company has strictly complied with
the Corporate Governance Code, and fully complied with all the provisions in the Code (if

applicable) and has met most of the recommended best practice provisions.

The Articles of Association amended based on the actual needs of the H Shares issuance of
the Company has come into effect on 11 April 2017. According to the Articles of Association,
the Board of the Company is comprised of 17 directors, of which six are independent directors.
As at the end of the Reporting Period, the Board of the Company has 16 directors.

During the Reporting Period, the Company organized and convened general meeting of
shareholders, meetings of the Board, meetings of the supervisory committee and meetings of
special committees of the Board in strict accordance with the Articles of Association. During
the Reporting Period, the Company convened one annual general meeting of shareholders,
six meetings of the board of directors (two were ordinary general meetings and four were
extraordinary meetings), two meetings of the supervisory committee, two meetings of the
remuneration appraisal and nomination committee, two meetings of the audit committee and

two meetings of the risk control committee.
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To regulate the holding and dealing of the Company’s shares by Directors, Supervisors
and senior management of the Company, the Company formulated the Measures for the
Management of the Holding and Changes in the Holding of the Shares of Guotai Junan
Securities Co., Ltd. by the Directors, Supervisors and Senior Management (the “Management
Measures”). The provisions of Management Measures are stricter than the compulsory
provisions in the Model Code. Having made all reasonable enquiries, all directors and
supervisors of the Company have confirmed that they had strictly complied with the relevant

provisions of the Management Measures and the Model Code during the Reporting Period.

Public issuance of the H Shares and listing on the Hong Kong Stock Exchange

As approved by the CSRC and Hong Kong Stock Exchange, the Company publicly issued
1,040,000,000 H Shares and was listed on the Main Board of Hong Kong Stock Exchange on 11
April 2017. On 28 April 2017, upon the exercise of the Over-allotment Option, the Company
issued additional 48,933,800 H Shares, which were listed on the Hong Kong Stock Exchange
on 9 May 2017. According to relevant requirements on transfer and reduction in holding
of state-owned shares, the state-owned Shareholders of the Company transferred to the
National Council for Social Security Fund (the “NSSF”) such number of Shares representing
an aggregate of 10% of the H Shares (including additional Shares issued upon exercise of
the Over-allotment Option in part) to be issued pursuant to the Global Offering, namely
108,893,380 A Shares in total. Accordingly, the total share capital of the Company changed
to comprise of 8,713,933,800 Shares, including 7,516,106,620 A Shares and 1,197,827,180 H

Shares.

Public issuance of A Shares convertible corporate bonds by the Company

As approved by the CSRC, the Company publicly issued the A Share convertible bonds with an
amount of RMBY7 billion on 7 July 2017 and such convertible bonds was listed on the Shanghai
Stock Exchange on 24 July 2017 with stock code 113013.

Public transfer of 51% equity interest in GTJA Allianz Funds

In order to optimize the business structure of our assets management business, on 9 January
2017, the Company publicly offered its 51% equity interest in GTJA Allianz Funds for transfer on
the Shanghai United Assets and Equity Exchange. On 27 April 2017, Pacific Asset Management
Co., Ltd. became the transferee of the above equity interest with the tender of RMB1,045
million. At the end of the Reporting Period, Pacific Asset Management Co., Ltd. has fully paid
the consideration, and this equity transfer has yet to be finally approved by the CSRC as at the
date of this report.
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Acquisition of 20% equity interest in HuaAn Funds

On 26 February 2014, Shanghai Electric Group Corp. publicly offered its 20% equity interest
in HuaAn Funds for transfer on the Shanghai United Assets and Equity Exchange at the initial
tender price of RMB600,094,000. Pursuant to a resolution passed on the 11th extraordinary
meeting of the 4th session of the board of directors the Company, Guotai Junan Innovation
Investment attended the bidding. On 9 April 2014, Guotai Junan Innovation Investment
entered into an equity purchase agreement with Shanghai Electric Group Corp., and the value
of this agreement was RMB600,094,000. On 29 September 2015, pursuant to a resolution
passed at the 31th extraordinary meeting of the 4th session of the board of directors of the
Company, Guotai Junan Innovation Investment entered into a supplemental agreement with
Shanghai Electric, pursuant to which Guotai Junan Innovation Investment agreed to pay an
additional RMB29,806,000 to Shanghai Electric Group Corp. based on the difference between
the valuation of the subject equity interest determined on 30 June 2015 (benchmark date
for valuation) and the original valuation specified in the original equity purchase agreement.
On 12 January 2017, pursuant to a resolution passed at the 7th extraordinary meeting of the
5th session of the board of directors of the Company, Guotai Junan Innovation Investment
entered into the third supplemental agreement with Shanghai Electric Group Corp., pursuant
to which Guotai Junan Innovation Investment agreed to pay an additional RMB20,100,000 to
Shanghai Electric Group Corp.. As of the end of the Reporting Period, Guotai Junan Innovation
Investment has paid up the considerations. As of the date of this report, this transaction has yet
to be approved by the CSRC.

Regulation on the direct investment business

In order to implement the Management Rules for the Private Investment Funds Subsidiaries
of Securities Companies ( (FEHRARIALEREEES FAREERE) ) and the Management
Rules for the Alternative Investment Subsidiaries of Securities Companies ( (&% A& S181%
BEFARIERMRE) ) issued by the SAC, in June and July 2017, the Resolution on Review and
Implementation of the Management Rules for the Private Investment Funds Subsidiaries under
Securities Companies( (ERIEBEHREZE (BFFQRALEREEASTRREELAH) ERH
#2%%) ) and the Resolution on Review of Establishing Alternative Investment Subsidiaries(
RIBREZ XL S ARE FARIREZR) ) were passed at the 10th and 11th extraordinary
meetings of the 5th session of the board of the directors of the Company, respectively. The
Company will reorganize Guotai Junan Innovation Investment and its subsidiaries in accordance
with the requirements of above resolutions, and transfer them into private investment funds
subsidiaries to engage in private investment funds business. The Company will contribute RMB
1 billion to establish an alternative investment subsidiary to conduct the alternative investment

with its owned funds.
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Bonds issuance and capital increase by subsidiaries

(1

()

(3)

(4)

Issuance of the short-term corporate bonds with par value of RMB 1.0 billion by

Shanghai Securities

According to the Letter on No Objection to the offer of the Non-public Issuance of the
Short-term Corporate Bonds of Shanghai Securities Co., Ltd for Transfer ( (B % /87
HFERBEERFFAFETRPRAEFHEERERLNK) ) (Shang Zheng Han No.
[2017]101) issued by the Shanghai Stock Exchange, Shanghai Securities was approved
to issue the short-term corporate bonds with par value not exceeding RMB5.7 billion.
In March 2017, Shanghai Securities issued the first tranche of the short-term corporate
bonds with an amount of RMB1.0 billion.

Issuance of the subordinated bonds with par value of RMB2.0 billion by Shanghai

Securities

According to the Letter on No Objection to the offer of the Non-public Issuance of the
Subordinated Bonds of Shanghai Securities Co., Ltd for Transfer ( (ER ¥ EIGFEH AR
EERFBEARBITARESAMEEZEEEZMN L) ) (Shang Zheng Han No. [2017]264)
issued by the Shanghai Stock Exchange, Shanghai Securities was approved to issue the
subordinated bonds with par value not exceeding RMB2 billion. In May 2017, Shanghai
Securities issued the first tranche of the subordinated bonds with an amount of RMB1.4
billion. As at the date of this report, Shanghai Securities has completed the issuance of

the second tranche of the subordinated bonds with an amount of RMB600 million.

Issuance of subordinated bonds with par value of RMB1 billion by Guotai Junan

Asset Management

According to the Letter on No Objection to the offer of the Non-public Issuance of the
Subordinated Bonds of Guotai Junan Securities Asset Management Co., Ltd. for Transfer
((EARNY LERREBELRBHEEERARAFIEAMBEITARBEFNEEZERZZNL) )
(Shang Zheng Han No. [2017]397) issued by the Shanghai Stock Exchange, Guotai Junan
Asset Management was approved to issue the subordinated bonds with par value not
exceeding RMB2 billion. In May 2017, Guotai Junan Asset Management issued the first

tranche of the subordinated bonds with an amount of RMB1 billion.

Capital increase of RMB1.2 billion by the Company to Guotai Junan Asset

Management

In July 2017, according to the Resolution on Review of the Capital Increase to Guotai
Junan Securities Asset Management Co., Ltd. ( (R IRBERZ L LERRELEHFEE
ERBRATIEERFEE) ) passed at the 10th extraordinary meeting of the 5th session
of the board of directors of the Company, the Company contributed RMB1.2 billion to
Guotai Junan Asset Management. After the capital increase, the registered capital of

Guotai Junan Asset Management increased from RMBO.8 billion to RMB2 billion.
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8. Changes of business outlets

During the Reporting Period, the Group established 14 new securities branches, relocated
three branch offices, 16 securities branches and one futures branch in the same cities and
deregistered one securities branch in China. As of 30 June 2017, the Group had 31 branch

offices, 381 securities branches and 17 futures branches.

Newly-

Newly- established  Relocated Deregistered

established Relocated securities/ securities/ securities/

branch branch futures futures futures

offices offices branches branches branches

The Company — 3 7 13 1

Shanghai Securities — — 7 3 —
Guotai Junan

Futures — — — 1 —

Hicend Futures — — — — —
(1) The Company

1) Details of newly-established securities branches:

Names of newly- Locations of newly-

established established securities Permit
No. securities branches branches issuing date
1 Shenzhen Longgang No. 1B-1, Huifengxuan, No. 30 June 2017

Avenue Securities Branch 6006 Longgang Avenue,
Longgang Street, Longgang
District, Shenzhen City
2 Shenzhen Meilin Road No. 1006, Tower B, Zhuoyue 30 June 2017
Securities Branch Meilin Center Square (South
Area), Meilin Road, Meilin
Street, Futian District,
Shenzhen City
3 Xi'an Yanzhan Road 1F, Room 10106, Unit 1, 30 June 2017
Securities Branch Building 1, Overseas Chinese
Town Tianebao,
No. 463 Yanzhan Road, Yanta
District, Xi‘an City
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Names of newly- Locations of newly-

established established securities Permit
No. securities branches branches issuing date
4 Zhengzhou Jinshui East West lobby, 1F, Tower 13 June 2017

Road Securities Branch A, Central Pubulication

Building, No.39 Jinshui
East Road, Zhengzhou

Area (Zhengdong), Pilot Free

Trade Zone, Henan Province
5 Changsha Yuelu Avenue  Nos. 1020&1021, Buildings 30 June 2017
Securities Branch 5&6, Greenland Times
Square, No.31 Yinshan Road,
Yinpenling Street, Yuelu
District, Changsha City,

Hunan Province

6 Qingyang Anding East Shop No. 108, 1-2F, Tower 13 June 2017
Road Securities Branch A, Dijinghaoting, Anding
East Road, Xifeng District,
Qingyang City, Gansu

Province
7 Shenyang Beier East Road No.22 (No. 9 Gate), Beier 13 June 2017
Securities Branch East Road, Tiexi District,

Shenyang City, Liaoning

Province

Details of relocated branch offices and securities branches:

Names of branches Names of branches

No. before relocation after relocation

1 Shandong Shandong
Branch Office Branch Office

2 Guangdong Guangdong
Branch Office Branch Office

Locations of branches after

relocation

5F, Building 1, Longao Jinzuo
Office Building, No. 8000
Jingshi Road, Lixia District,
Jinan City

Units 2602&2603, R&F Center,
No. 10 Huaxia Road, Zhujiang
Xincheng, Tianhe District,
Guangzhou City
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10

1

GUOTAI JUNAN SECURITIES CO., LTD.

Names of branches

before relocation

Tianjin
Branch Office

Nanjing Taiping
South Road
Securities Branch
Harbin Shangzhi
Central Street
Securities Branch
Xiangyang Dongfeng
Motor Avenue

Securities Branch

Minging Meicheng
Street Securities

Branch

Ningbo Caihong
North Road
Securities Branch
Shenzhen
Sungang Road
Securities Branch

Quzhou Tonghe
Road Securities
Branch

Panjin Linfeng

Names of branches

after relocation

Tianjin
Branch Office

Nanjing Taiping
South Road
Securities Branch
Harbin Shangzhi
Central Street
Securities Branch
Xiangyang Dongfeng
Motor Avenue

Securities Branch

Minging Tianxing
Street Securities

Branch

Ningbo Caihong
North Road
Securities Branch
Shenzhen
Xiangmihu Road
Securities Branch

Quzhou Hehua
Central Road
Securities Branch

Panjin Xinglongtai

Road Securities Branch Street Securities

Branch

Locations of branches after

relocation

Units 07-09, 42F, Surveying
and Mapping Level, Jinta
Office Building, Tianjin
Worldwide Finance Center,
No.2 Dagu North Road,
Xiaobailou, Heping District,
Tianjin City

East of 1F, Room 401, No. 389
Taiping South Road, Qinhuai
District, Nanjing City

No. 205, Central Street,
Shangzhi Town, Shangzhi City

2F, Building B, No. 30
Dongfeng Motor Avenue,
Gaoxin District,

Xiangyang City

Shops 13, TF& 13F,

2F, Building No.2,
Hengxiangguancheng, No.
2 Tianxing Street, Meicheng
Town, Minging County,
Fuzhou City, Fujian Province
No. 97, Caihong

North Road,

Yinzhou District

Unit B1, 44F, NEO Building,
intersection of Shennan
Road and Tairan Road,
Shatou Street, Futian District,
Shenzhen City

No. 63-5, Hehua Central
Road, Quzhou City,
Zhejiang Province

No. 02, Building 0001, Xinyihe
Community Shangwang,
Zhenxing Area, Xinglongtai
District, Panjin City
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12

13

14

15

16

Names of branches

before relocation

Xuzhou Jiefang
Road Securities

Branch

Siping Central
East Road
Securities Branch
Shunde Daliang
Securities Branch

Chenzhou Guoging
North Road

Securities Branch

Jiujiang Shili Road
Securities Branch

Names of branches

after relocation

Xuzhou Heping
Road Securities

Branch

Siping Central
West Road
Securities Branch
Shunde Daliang
Securities Branch

Chenzhou Guoging
North Road

Securities Branch

Jiujiang Shili Road
Securities Branch

Details of deregistered securities branches:

Locations of branches after

relocation

Nos. 102-1&505-
511&513&514, Wenyuan
Building, No. 59 Heping Road,
Yunlong District, Xuzhou City
No. 58 Central West Road,
Renxing Street, Tiexi District,
Siping City, Jilin Province
Office Building 1&2, 2F, Tower
B, Guangdeye Building, No. 1
Dongle Road, Daliang Central
Neighborhood Committee,
Shunde District, Foshan City,
Guangdong Province

6F, Wealth Center, left to

1F of office building of ICBC
Beihu Sub-branch, No.3
Guoging North Road, Beihu
District, Chenzhou City,
Hunan Province

No. 1299, Shili Road,

Lianxi District, Jiujiang City,

Jiangxi Province

Name of Date of the
securities Reply reference Approval verification
branches number date letter
Shaxian Binhe Min Zheng 5 December 4 January
Road Securities Jian Xu Ke 2016 2017
Branch No.[2016]12
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Section V Significant Events

Shanghai Securities

Details of newly-established securities branches:

Names of newly-
established
No. securities branches

1 Shenzhen Nanshan
Houhai Road

Securities Branch

2 Taizhou Lugiao East
Lugiao Avenue

Securities Branch

3 Taizhou Wenling Renmin

East Road

Securities Branch

4 Shaoxing Xinchang
Renmin West

Road Securities Branch
5 Jinhua Yihu Chouzhou

North Road

Securities Branch

6 Foshan Chancheng
Jihua 5th Road
Securities Branch

7 Yangzhou Guangling
Wenchang Central

Road Securities Branch

GUOTAI JUNAN SECURITIES CO., LTD.

Locations of newly-
established

securities branches

Rooms 1907&1908, Tianli
Central Business Square,
east of Houhai Avenue,
Yuehai Street, Nanshan
District, Shenzhen City
1F, No 399 East Lugiao
Avenue, Lugiao District,
Taizhou City,

Zhejiang Province

1-2F, No. 136 Renmin
East Road, Taiping Street,
Wenling City (county-
level), Taizhou City,
Zhejiang Province

1-2F, No. 3-3 Renmin West
Road, Nanming Street,
Xinchang County

1&3F, No. 783 Chouzhou
North Road, Futian
Street, Yiwu City,
Zhejiang Province

Nos. 612-613, No. 55 Jihua
5th Road, Chancheng
District, Foshan City
Room 110, Huatai Shouxi
Guoji Building,

No. 8 Wenchang Central
Road, Guangling District,
Yangzhou City

Permit issuing date

24 March 2017

14 April 2017

14 April 2017

14 April 2017

20 April 2017

20 April 2017

27 June 2017



Section V Significant Events

2)  Details of relocated securities branches and branch offices:

Names of branches

No. before relocation

1 Dingxi Road
Securities Branch

2 Yueging Honggiao
Feihong South Road

Securities Branch
3 Suzhou Wujiang
Liuhong Road

Securities Branch

Guotai Junan Futures

Names of branches
after relocation

Dingxi Road
Securities Branch

Yueging Honggiao
Feihong South Road
Securities Branch
Suzhou Wujiang
Liuhong Road
Securities Branch

Details of relocated futures branches and branch offices:

Names of branches
No. before relocation

1 Shanghai City Quyang

Road Futures Branch

Names of branches

after relocation

Shanghai City Guobin

Road Futures Branch

Locations of branches
after relocation

Rooms 305-310, North Wing,
Building 12, No. 1122 Dingxi
Road, Changning District,
Shanghai City

No. 223 Feihong South Road,
Honggiao Town, Yueging
City, Zhejiang Province

No. 70 Liuhong Road,
Songling Town, Wujiang
District, Suzhou City, Jiangsu

Province

Locations of branches
after relocation

Rooms 1607 and 1608,
No. 36 Guobin Road,
Yangpu District,
Shanghai City
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Section VI

Changes in Ordinary Shares and

Particulars about Shareholders

I. CHANGES IN SHARE CAPITAL
(I) Changes in shares

1.  Changes in shares

Before change
Percentage

Number (%)

I. Shares subject to selling
restrictions 2,850,990,775 31.39
1. State-owned shares
2. Shares held by state-owned
legal entities 2,850,990,775 31.39
3. Other domestic shares
Including: Shares held by
domestic non- state-owned
legal entities
Shares held by domestic
natural persons
4. Shares held by foreign
capital
Including: Shares held by
overseas legal entities
Shares held by overseas
natural persons
II. Tradable shares not subject to
selling restrictions
1. RMB- denominated
ordinary shares

4,774,009,225 62.61

4,774,009,225 6261
2. Domestic listed foreign-
invested shares
3. Overseas listed foreign-
invested shares
4. Others

Il. Total shares 7,625,000,000

2. Explanation on changes in shares

100.00 1,088,933,800

Change (+/-)
Bonus Reserves
Issues Capitalized Others  Sub-total

Unit: share

After change

Number

-67,574,505 671,574,505 2,783,416,270

-67,574,505 671,574,505 2,783,416,270

67,574,505 1,156,508,305  5,930,517,530

41318875 -41,318875  4,732,690,350

108,893,380 1,197,827,180 1,197,827,180

0 1,088933800 8,713933,800

See "XIV. Other Significant Events” in section V "Significant Events” in this report.

GUOTAI JUNAN SECURITIES CO., LTD.

Percentage
(%)

31.94

31.94

68.06

5431

1375

100.00



Section VI Changes in Ordinary Shares and
Particulars about Shareholders

(I) Changes in shares subject to selling restrictions

Unit: share
Number of Increase in Number of
Number of shares shares released ~ shareswith  shares with
subject to selling ~ from selling selling selling
restricti