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Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited 
take no responsibility for the contents of this announcement, make no representation as to 
its accuracy or completeness and expressly disclaim any liability whatsoever for any loss 
howsoever arising from or in reliance upon the whole or any part of the contents of this 
announcement.

(Incorporated in Bermuda with limited liability)

(Stock Code: 993)

INTERIM RESULTS FOR THE SIX MONTHS ENDED
30 JUNE 2019

The board (the “Board”) of directors (the “Directors”) of Huarong International Financial 
Holdings Limited (the “Company”) hereby announces the unaudited condensed consolidated 
results of the Company and its subsidiaries (the “Group”) for the six months ended 30 June 
2019 together with the comparative figures for the six months ended 30 June 2018 as follows:

CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS
FOR THE SIX MONTHS ENDED 30 JUNE 2019

Six months ended
30 June 30 June

2019 2018
NOTES HK$’000 HK$’000

(Unaudited) (Unaudited)

Revenue
Commission and fee income 5 74,283 88,277
Interest income 5 767,546 841,685
Investment income 5 112,325 177,708

954,154 1,107,670
Net gains (losses) on financial assets at fair value 

through profit or loss 378,252 (819,919)
Net loss arising from disposal of financial assets at fair value 

through other comprehensive income (9,667) (30,129)
Other income and gains or losses, net 6 (27,034) (107,829)
Brokerage and commission expenses (4,614) (9,244)
Administrative and other operating expenses (75,526) (126,245)
Gain on disposal of a subsidiary – 5,435
Impairment losses, net of reversal 7 (685,703) (273,039)
Finance costs 8 (696,297) (843,444)
Share of results of associates 13,314 8,373
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Six months ended
30 June 30 June

2019 2018
NOTES HK$’000 HK$’000

(Unaudited) (Unaudited)

Loss before tax 9 (153,121) (1,088,371)
Income tax expense 10 (77,631) (34,879)  

Loss for the period (230,752) (1,123,250)
  

Loss for the period attributable to:
Owners of the Company (263,806) (1,156,342)
Holder of perpetual capital securities 33,054 33,092  

(230,752) (1,123,250)
  

Basic loss per share 11 HK(7.35) cents HK(32.22) cents
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER 
COMPREHENSIVE INCOME
FOR THE SIX MONTHS ENDED 30 JUNE 2019

Six months ended
30 June 30 June

2019 2018
HK$’000 HK$’000

(Unaudited) (Unaudited)

Loss for the period (230,752) (1,123,250) 

Other comprehensive income (expense)
Items that may be reclassified subsequently to profit or loss:

Fair value gain (loss) on financial assets at fair value 
through other comprehensive income 197,329 (319,697)

Net provision for (reversal of) impairment of financial 
assets at fair value through other comprehensive income 
included in profit or loss 6,926 (2,265)

Reclassification adjustments relating to disposal of financial 
assets at fair value through other comprehensive income 
during the period 9,667 30,129

Exchange differences on translating foreign operations:
Exchange differences arising from subsidiaries during 

the period (25) (1,321)
Exchange differences arising from associates during the 

period (12) (64)

Other comprehensive income (expense) 
for the period 213,885 (293,218)

Total comprehensive expense for the period (16,867) (1,416,468)

Total comprehensive (expense) income for the period 
attributable to:
Owners of the Company (49,921) (1,449,560)
Holder of perpetual capital securities 33,054 33,092

(16,867) (1,416,468)
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AT 30 JUNE 2019

30 June 31 December
2019 2018

NOTES HK$’000 HK$’000
(Unaudited) (Audited)

Non-current assets
Property and equipment 9,513 13,301
Other long term assets 4,157 4,327
Intangible assets 3,316 3,316
Right-of-use assets 39,960 –
Financial assets at fair value through profit or loss 12 984,598 1,719,076
Financial assets at fair value through other 

comprehensive income 13 2,383,551 2,716,175
Other loans and receivables 14 – 291,434
Investments accounted for using the equity method 49,620 36,694
Amount due from an associate 318,093 318,838
Deferred tax assets 61,396 110,990
Prepayments, deposits and other receivables 11,399 11,417  

Total non-current assets 3,865,603 5,225,568  

Current assets
Advances to customers in margin financing 15 3,276,554 4,072,424
Accounts receivable 16 73,043 160,347
Interest receivable 16,834 16,872
Prepayments, deposits and other receivables 82,597 88,240
Contract assets – 9,808
Financial assets at fair value through profit or loss 12 8,053,596 13,697,120
Financial assets at fair value through other 

comprehensive income 13 2,648,307 2,908,508
Other loans and receivables 14 5,651,715 5,979,776
Amount due from an associate 1,820 1,720
Tax recoverable 62,442 65,164
Restricted bank balances 384,978 396,500
Cash and cash equivalents 3,422,649 2,401,797  

Total current assets 23,674,535 29,798,276  
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30 June 31 December
2019 2018

NOTES HK$’000 HK$’000
(Unaudited) (Audited)

Current liabilities
Accounts payable 17 1,995,414 2,269,848
Other liabilities, payables and accruals 356,411 401,108
Contract liabilities 11,893 38,511
Interest-bearing borrowings 10,635,956 12,456,782
Repurchase agreements 3,139,115 4,125,976
Tax payable 151,334 135,973
Lease liabilities 39,299 –
Financial liabilities at fair value through profit 

or loss 12 308,505 401,429  

Total current liabilities 16,637,927 19,829,627  

Net current assets 7,036,608 9,968,649  

Total assets less current liabilities 10,902,211 15,194,217  

Non-current liabilities
Other liabilities, payables and accruals 18,425 39,022
Deferred tax liabilities 69,596 63,602
Interest-bearing borrowings 8,791,994 13,021,146
Lease liabilities 2,234 –  

Total non-current liabilities 8,882,249 13,123,770  

Net assets 2,019,962 2,070,447

Capital and reserves
Equity attributable to owners of the Company 

Share capital 3,588 3,588
Perpetual capital securities classified as equity 

investments 1,207,805 1,208,369
Share premium and reserves 808,569 858,490  

Total equity 2,019,962 2,070,447
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Notes:

1.	 CORPORATE INFORMATION

Huarong International Financial Holdings Limited is a limited liability company incorporated in Bermuda 
and its shares are listed on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”). The 
registered office of the Company is located at Clarendon House, 2 Church Street, Hamilton HM 11, 
Bermuda. The principal place of operations of the Company is situated at Level 29, One Pacific Place, 88 
Queensway, Hong Kong.

The principal activities of the Company and its subsidiaries are securities, futures and options contracts 
brokerage, provision of margin financing, corporate finance and asset management services, direct 
investment in equities, bonds, funds, derivative instruments and other financial products and provision of 
money lending services.

The condensed consolidated financial statements are presented in Hong Kong dollars (“HK$”), which is 
also the functional currency of the Company.

2.	 BASIS OF PREPARATION

The condensed consolidated financial statements have been prepared in accordance with the Hong Kong 
Accounting Standard (“HKAS”) 34 “Interim Financial Reporting” issued by the Hong Kong Institute 
of Certified Public Accountants (the “HKICPA”) as well as the applicable disclosure requirements of 
Appendix 16 to the Rules Governing the Listing of Securities on The Stock Exchange (the “Listing 
Rules”).

3.	 PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been prepared on the historical cost basis except 
for financial assets and liabilities at fair value through profit or loss (“FVTPL”) (including derivative 
financial instruments) and financial assets at fair value through other comprehensive income (“FVTOCI”), 
which are measured at fair values.

Other than changes in accounting policies resulting from application of new and amendments to Hong 
Kong Financial Reporting Standards (“HKFRSs”), the accounting policies and methods of computation 
used in the condensed consolidated financial statements for the six months ended 30 June 2019 are the 
same as those followed in the Group’s annual financial statements for the year ended 31 December 2018.

Details of the changes in accounting policies are set out below.

Application of new and amendments to HKFRSs

In the current interim period, the Group has applied, for the first time, the following new and amendments 
to HKFRSs and an interpretation issued by the HKICPA which are mandatorily effective for the annual 
period beginning on or after 1 January 2019 for the preparation of the Group’s condensed consolidated 
financial statements:

HKFRS 16 Leases
HK(IFRIC)-Int 23 Uncertainty over Income Tax Treatments
Amendments to HKFRS 9 Prepayment Features with Negative Compensation
Amendments to HKAS 19 Plan Amendment, Curtailment or Settlement
Amendments to HKAS 28 Long-term Interests in Associates and Joint Ventures
Amendments to HKFRSs Annual Improvements to HKFRSs 2015 – 2017 Cycle
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Except as described below, the application of the new and amendments to HKFRSs and the interpretation 
in current period has had no material effect on the Group’s financial position and performance for the 
current period and prior years and/or disclosures set out in these condensed consolidated financial 
statements.

3.1	 Impacts and changes in accounting policies of application on HKFRS 16 Leases

The Group has applied HKFRS 16 for the first time in the current interim period. HKFRS 16 
superseded HKAS 17 Leases (“HKAS 17”), and the related interpretations.

3.1.1	 Key changes in accounting policies resulting from application of HKFRS 16

The Group applied the following accounting policies in accordance with the transition 
provisions of HKFRS 16.

Definition of a lease

A contract is, or contains, a lease if the contract conveys the right to control the use of an 
identified asset for a period of time in exchange for consideration.

For contracts entered into or modified on or after the date of initial application, the Group 
assesses whether a contract is or contains a lease based on the definition under HKFRS 16 
at inception or modification date. Such contract will not be reassessed unless the terms and 
conditions of the contract are subsequently changed.

As a lessee

Allocation of consideration to components of a contract

For a contract that contains a lease component and one or more additional lease or non-lease 
components, the Group allocates the consideration in the contract to each lease component 
on the basis of the relative stand-alone price of the lease component and the aggregate stand-
alone price of the non-lease components.

As a practical expedient, leases with similar characteristics are accounted on a portfolio basis 
when the Group reasonably expects that the effects on the financial statements would not 
differ materially from individual leases within the portfolio.

Short-term leases

The Group applies the short-term lease recognition exemption to leases of staff quarters and 
equipment that have a lease term of 12 months or less from the commencement date and 
do not contain a purchase option. Lease payments on short-term leases are recognised as 
expense on a straight-line basis over the lease term.

Right-of-use assets

Except for short-term leases, the Group recognises right-of-use assets at the commencement 
date of the lease (i.e. the date the underlying asset is available for use). Right-of-use assets 
are measured at cost, less any accumulated depreciation and impairment losses, and adjusted 
for any remeasurement of lease liabilities.
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The cost of right-of-use asset includes:

•	 the amount of the initial measurement of the lease liability;

•	 any lease payments made at or before the commencement date, less any lease 
incentives received;

•	 any initial direct costs incurred by the Group; and

•	 an estimate of costs to be incurred by the Group in dismantling and removing the 
underlying assets, restoring the site on which it is located or restoring the underlying 
asset to the condition required by the terms and conditions of the lease.

Right-of-use assets in which the Group is reasonably certain to obtain ownership of the 
underlying leased assets at the end of the lease term is depreciated from commencement date 
to the end of the useful life. Otherwise, right-of-use assets are depreciated on a straight-line 
basis over the shorter of its estimated useful life and the lease term.

The Group presents right-of-use assets as a separate line item on the condensed consolidated 
statement of financial position.

Refundable rental deposits

Refundable rental deposits paid are accounted under HKFRS 9 Financial Instruments 
(“HKFRS 9”) and initially measured at fair value. Adjustments to fair value at initial 
recognition are considered as additional lease payments and included in the cost of right-of-
use assets.

Lease liabilities

At the commencement date of a lease, the Group recognises and measures the lease liability 
at the present value of lease payments that are unpaid at that date. In calculating the 
present value of lease payments, the Group uses the incremental borrowing rate at the lease 
commencement date if the interest rate implicit in the lease is not readily determinable.

The lease payments include:

•	 fixed payments (including in-substance fixed payments) less any lease incentives 
receivable; and

•	 payments of penalties for terminating a lease, if the lease term reflects the Group 
exercising the option to terminate.

After the commencement date, lease liabilities are adjusted by interest accretion and lease 
payments.

The Group remeasures lease liabilities (and makes a corresponding adjustment to the related 
right-of-use assets) when the lease term has changed by discounting the revised lease 
payments using a revised discount rate at the date of reassessment.
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Lease modifications

The Group accounts for a lease modification as a separate lease if:

•	 the modification increases the scope of the lease by adding the right to use one or 
more underlying assets; and

•	 the consideration for the leases increases by an amount commensurate with the stand-
alone price for the increase in scope and any appropriate adjustments to that stand-
alone price to reflect the circumstances of the particular contract.

For a lease modification that is not accounted for as a separate lease, the Group remeasures 
the lease liability based on the lease term of the modified lease by discounting the revised 
lease payments using a revised discount rate at the effective date of the modification.

Taxation

For the purposes of measuring deferred tax for leasing transactions in which the Group 
recognises the right-of-use assets and the related lease liabilities, the Group first determines 
whether the tax deductions are attributable to the right-of-use assets or the lease liabilities.

For leasing transactions in which the tax deductions are attributable to the lease liabilities, 
the Group applies HKAS 12 Income Taxes requirements to right-of-use assets and lease 
liabilities separately. Temporary differences relating to right-of-use assets and lease 
liabilities are not recognised at initial recognition and over the lease terms due to application 
of the initial recognition exemption.

3.1.2	 Transition and summary of effects arising from initial application of HKFRS 16

Definition of a lease

The Group has elected the practical expedient to apply HKFRS 16 to contracts that were 
previously identified as leases applying HKAS 17 and HK(IFRIC)-Int 4 Determining whether 
an Arrangement contains a Lease and not apply this standards to contracts that were not 
previously identified as containing a lease. Therefore, the Group has not reassessed contracts 
which already existed prior to the date of initial application.

For contracts entered into or modified on or after 1 January 2019, the Group applies the 
definition of a lease in accordance with the requirements set out in HKFRS 16 in assessing 
whether a contract contains a lease.

As a lessee

The Group has applied HKFRS 16 retrospectively with the cumulative effect recognised at 
the date of initial application, 1 January 2019. Any difference at the date of initial application 
is recognised in the opening accumulated losses and comparative information has not been 
restated.
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When applying the modified retrospective approach under HKFRS 16 at transition, the 
Group applied the following practical expedients to leases previously classified as operating 
leases under HKAS 17, on lease-by-lease basis, to the extent relevant to the respective lease 
contracts:

i.	 relied on the assessment of whether leases are onerous by applying HKAS 37 
Provisions, Contingent Liabilities and Contingent Assets as an alternative of 
impairment review;

ii.	 elected not to recognise right-of-use assets and lease liabilities for leases with lease 
term ends within 12 months of the date of initial application;

iii.	 excluded initial direct costs from measuring the right-of-use assets at the date of initial 
application;

iv.	 applied a single discount rate to a portfolio of leases with a similar remaining terms 
for similar class of underlying assets in similar economic environment. Specifically, 
discount rate for certain leases of properties in Hong Kong was determined on a 
portfolio basis.

On transition, the Group has made the following adjustments upon application of HKFRS 16:

As at 1 January 2019, the Group recognised additional lease liabilities and right-of-use assets 
at amounts equal to the related lease liabilities by applying HKFRS 16.C8(b)(ii) transition.

When recognising the lease liabilities for leases previously classified as operating leases, 
the Group has applied incremental borrowing rates of the relevant group entities at the date 
of initial application. The weighted average incremental borrowing rate applied by relevant 
group entities is 4.18%.

At 1 January
2019

HK$’000

Operating lease commitments as at 31 December 2018 64,154

Less: Recognition exemption – short-term leases (2,048) 

62,106

Lease liabilities discounted at relevant incremental borrowing rates 
relating to operating lease recognised upon application of HKFRS 16 as at 
1 January 2019 58,834 

Analysed as
Current 39,066
Non-current 19,768 

58,834
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The carrying amount of right-of-use assets as at 1 January 2019 comprises the following:

Right-of-
use assets
HK$’000

Right-of-use assets relating to operating leases recognised upon  
application of HKFRS 16 58,834 

By class:
Leasehold land and buildings 56,459
Office equipment 2,375

 

Note:

Before the application of HKFRS 16, the Group considered refundable rental deposits paid 
as rights and obligations under leases to which HKAS 17 applied. Based on the definition of 
lease payments under HKFRS 16, such deposits are not payments relating to the right to use 
of the underlying assets and should be adjusted to reflect the discounting effect at transition. 
The application of the discounting effect on 1 January 2019 is considered not material at the 
initial application. Accordingly, there is no adjustment refundable rental deposits and right-
of-use assets.

The following adjustments were made to the amounts recognised in the condensed 
consolidated statement of financial position at 1 January 2019. Line items that were not 
affected by the changes have not been included.

Carrying
amounts

reported at
31 December

2018 Adjustments

Carrying
amounts

previously
under

HKFRS 16
at 1 January

2019
HK$’000 HK$’000 HK$’000

Non-current asset
Right-of-use assets – 58,834 58,834

Current liability
Lease liabilities – 39,066 39,066

Non-current liability
Lease liabilities – 19,768 19,768

Note:	 For the purpose of reporting cash flows from operating activities under indirect 
method for the six months ended 30 June 2019, movements in working capital have 
been computed based on opening statement of financial position as at 1 January 2019 as 
disclosed above.



– 12 –

4.	 OPERATING SEGMENT INFORMATION

Operating segments are reported in a manner consistent with the internal reporting provided to the 
chief operating decision maker. The chief operating decision maker is the person or group that allocates 
resources to and assesses the performance of the operating segments of an entity. The Company has 
determined the members of the Executive Committee as its chief operating decision maker.

The segments are managed separately as each segment engages in different activities. The Group’s 
operating and reportable segments are as follows:

(a)	 the securities segment comprises broking and dealing of securities, futures and options contracts 
and the provision of margin financing services;

(b)	 the corporate finance segment provides securities underwriting and sponsoring, financial advisory 
and financing arrangement services to institutional clients; and

(c)	 the asset management and direct investment segment comprises provision of asset management 
services, direct investments in equities, bonds, funds, derivative instruments and other financial 
products and provision of money lending services.

The following is an analysis of the Group’s revenue and results by reportable and operating segments:

Six months ended 30 June 2019 (unaudited)

Securities
Corporate

finance

Asset
management

and direct
investment Total

HK$’000 HK$’000 HK$’000 HK$’000

Segment revenue
Commission and fee income 25,436 13,261 35,586 74,283
Interest income 194,323 – 573,223 767,546
Investment income – – 112,325 112,325    

219,759 13,261 721,134 954,154
Net gains on financial assets  

at fair value through profit or loss – – 378,252 378,252
Net loss arising from disposal of 

financial assets at fair value through 
other comprehensive income – – (9,667) (9,667)

Share of results of associates – – 13,314 13,314
Other income and gains or losses, net 2,985 – (59,135) (56,150)    

222,744 13,261 1,043,898 1,279,903
    

Segment results (462,370) 4,706 1,016,788 559,124
   

Finance costs (696,297)
Other unallocated income and  

gains or losses, net 29,116
Other unallocated expenses, net (45,064) 

Loss before tax (153,121)
Income tax expense (77,631) 

Loss for the period (230,752)
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Six months ended 30 June 2018 (unaudited)

Securities
Corporate

finance

Asset
management

and direct
investment Total

HK$’000 HK$’000 HK$’000 HK$’000

Segment revenue
Commission and fee income 26,329 5,001 56,947 88,277
Interest income 218,466 – 623,219 841,685
Investment income – – 177,708 177,708    

244,795 5,001 857,874 1,107,670
Net losses on financial assets  

at fair value through profit or loss – – (819,919) (819,919)
Net loss arising from disposal of 

financial assets at fair value through 
other comprehensive income – – (30,129) (30,129)

Share of results of associates – – 8,373 8,373
Gain on disposal of a subsidiary – – 5,435 5,435
Other income and gains or losses, net 921 – (78,432) (77,511)    

245,716 5,001 (56,798) 193,919
    

Segment results 62,511 (1,274) (205,681) (144,444)
   

Finance costs (843,444)
Other unallocated income and  

gains or losses, net (30,318)
Other unallocated expenses, net (70,165) 

Loss before tax (1,088,371)
Income tax expense (34,879) 

Loss for the period (1,123,250)
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The following is an analysis of the Group’s assets and liabilities by operating segments:

As at As at
30 June 31 December

2019 2018
HK$’000 HK$’000

(Unaudited) (Audited)

Asset
Securities 5,096,445 5,748,615
Corporate finance 88,875 90,540
Asset management and direct investment 20,986,084 28,649,172  

Total segment assets 26,171,404 34,488,327
Other unallocated assets 1,368,734 535,517  

Total assets 27,540,138 35,023,844
  

Liabilities
Securities 901,771 901,501
Corporate finance 5,669 7,133
Asset management and direct investment 15,690,384 8,574,169  

Total segment liabilities 16,597,824 9,482,803
Other unallocated liabilities 8,922,352 23,470,594  

Total liabilities 25,520,176 32,953,397
  

Geographical information:

The Group’s operations are located in Hong Kong and the People’s Republic of China (the “PRC”).

Information about the Group’s revenue from external customers is presented based on the location of the 
operations.

Information about the Group’s property and equipment, intangible assets, other long term assets, 
investments accounted for using the equity method and right-of-use assets (“specified non-current assets”) 
is presented based on the geographical location of the assets.

Revenue from
external customers

Specified
non-current assets

Six months ended As at
30 June 30 June 30 June 31 December

2019 2018 2019 2018
HK$’000 HK$’000 HK$’000 HK$’000

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

Hong Kong 933,197 1,026,038 53,292 19,016
PRC 20,957 81,632 53,274 38,622    

954,154 1,107,670 106,566 57,638
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5.	 REVENUE

An analysis of the Group’s revenue is as follows:

Six months ended
30 June 30 June

2019 2018
HK$’000 HK$’000

(Unaudited) (Unaudited)

Revenue
Commission and fee income (note (i)):

Fee and commission income on securities dealing and broking 8,795 17,548
Placing and underwriting fee income – 4,002
Consultancy and financing advisory fee income 54,575 56,892
Management fee income 10,913 8,975
Other service income – 860  

Total revenue from contracts with customers 74,283 88,277  

Interest income:
Interest income from other loans and receivables 161,164 299,941
Interest income from amount due from an associate 11,699 45,920
Interest income from financial assets at fair value 

through profit or loss 257,730 100,389
Interest income from financial assets at fair value 

through other comprehensive income 142,630 176,969
Interest income from margin financing activities 194,323 218,466  

767,546 841,685  

Investment income:
Dividend income 112,325 177,708  

954,154 1,107,670
  

Notes:

(i)	 The commission and fee income is the only revenue arising under the scope of HKFRS 15, while 
interest income and investment income are under the scope of HKFRS 9.

Included in revenue, revenue arising from contract with customers recognised at a point in 
time and over time were HK$8,795,000 (2018: HK$22,410,000) and HK$65,488,000 (2018: 
HK$65,867,000), respectively.
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6.	 OTHER INCOME AND GAINS OR LOSSES, NET

An analysis of other income and gains or losses, net is as follows:

Six months ended
30 June 30 June

2019 2018
HK$’000 HK$’000

(Unaudited) (Unaudited)

Bank interest income 5,971 30,291
Foreign exchange differences and other gains and losses, net 26,342 (44,227)
Fair value losses on financial liabilities at fair value  

through profit or loss (59,347) (93,893)  

(27,034) (107,829)
  

7.	 IMPAIRMENT LOSSES, NET OF REVERSAL

Six months ended
30 June 30 June

2019 2018
HK$’000 HK$’000

(Unaudited) (Unaudited)

Net provision for impairment of other loans and receivables 16,867 135,404
Net reversal of impairment of amount due from an associate – (21,853)
Net provision for impairment of advances to customers in margin 

financing and accounts receivable 661,910 161,753
Net provision for (reversal of) impairment of financial assets at FVTOCI 6,926 (2,265)  

685,703 273,039
  

8.	 FINANCE COSTS

An analysis of finance costs is as follows:

Six months ended
30 June 30 June

2019 2018
HK$’000 HK$’000

(Unaudited) (Unaudited)

Interest on loans from the ultimate holding company 70,236 23,881
Interest on loans from an intermediate holding company 450,295 446,326
Interest on bank borrowings 74,718 244,606
Interest on financial assets sold under repurchase agreements and other 

activities 100,093 128,631
Interest on lease liabilities 955 –  

696,297 843,444
  



– 17 –

9.	 LOSS BEFORE TAX

The Group’s loss before tax is arrived at after charging:

Six months ended
30 June 30 June

2019 2018
HK$’000 HK$’000

(Unaudited) (Unaudited)

Depreciation of property and equipment 5,642 4,534
Depreciation of right-of-use assets 21,219 –
Minimum lease payments under operating leases – 22,889
Auditor’s remuneration:

– Statutory audit service fee 860 1,200
Employee benefit expenses (including directors’ remuneration) 23,906 52,176

  

10.	 INCOME TAX EXPENSE

Six months ended
30 June 30 June

2019 2018
HK$’000 HK$’000

(Unaudited) (Unaudited)

Current tax:
Hong Kong 22,043 103,201
PRC – 5,043  

22,043 108,244
Deferred tax 55,588 (73,365)  

77,631 34,879
  

On 21 March 2018, the Hong Kong Legislative Council passed The Inland Revenue (Amendment) (No. 
7) Bill 2017 (the “Bill”) which introduces the two-tiered profits tax rates regime. The Bill was signed 
into law on 28 March 2018 and was gazetted on the following day. Under the two-tiered profits tax rates 
regime, the first HK$2 million of profits of the qualifying group entity will be taxed at 8.25%, and profits 
above HK$2 million will be taxed at 16.5%. The profits of group entities not qualifying for the two-tiered 
profits tax rates regime will continue to be taxed at a flat rate of 16.5%.

The directors of the Company considered the amount involved upon implementation of the two-tiered 
profits tax rates regime as insignificant to the consolidated financial statements. Hong Kong Profits Tax is 
calculated at 16.5% of the estimated assessable profit for both periods.

Hong Kong Profits Tax has been provided at the rate of 16.5% (2018: 16.5%) on the estimated assessable 
profits arising in Hong Kong during the period.

Under the Law of the People’s Republic of China on Enterprise Income Tax (the “EIT Law”) and 
Implementation Regulation of the EIT Law, the tax rate of the PRC subsidiaries is 25% for the period.
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11.	 LOSS PER SHARE ATTRIBUTABLE TO OWNERS OF THE COMPANY

The calculations of basic loss per share attributable to the owners of the Company are based on the 
following data:

Six months ended
30 June 30 June

2019 2018
HK$’000 HK$’000

(Unaudited) (Unaudited)

Loss
Loss for the period attributable to owners of the Company, 

used as loss for the purpose of basic loss per share (263,806) (1,156,342)
  

Number of shares
1 January 1 January

2019 to 2018 to
30 June 2019 30 June 2018

’000 ’000

Number of shares
Weighted average number of ordinary shares for the purpose of  

loss per share 3,588,466 3,588,466
  

No diluted loss per share was presented for both periods because there were no potential dilutive ordinary 
shares during both the current and prior periods.

12.	 FINANCIAL ASSETS/LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS

30 June 31 December
2019 2018

HK$’000 HK$’000
(Unaudited) (Audited)

Assets
Non-current:

– Unlisted fund investments (note (iii)) 984,598 1,719,076

Current:
– Listed preference shares 2,623,494 3,173,540
– Unlisted preference shares (note (iv)) 360,000 360,000
– Unlisted convertible bonds and convertible notes (notes (i)) 1,273,981 1,675,555
– Unlisted convertible bonds with put option (notes (ii)) 192,500 192,500
– Unlisted fund investments (note (iii)) 1,070,272 5,341,891
– Listed equity investments 1,325,304 2,247,212
– Listed debt investments 441,713 474,693
– Unlisted put options on listed equity investments,  

at fair value (note (v)) 766,332 231,729  

8,053,596 13,697,120  

Liabilities
Current:

Payables to interest holders of unlisted consolidated investment funds, 
measured at FVTPL (note (vi)) 308,505 401,429
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(i)	 The unlisted convertible notes with the principal amount of HK$500,000,000 (31 December 2018: 
HK$500,000,000) with a fixed interest rate of 7% per annum payable semi-annually and the initial 
contractual conversion price of HK$3.476 (31 December 2018: HK$3.476) per share, was issued 
by a listed company in Hong Kong with the due date on 20 May 2019 (the “Convertible Note 1”). 
The conversion price of Convertible Note 1 has been subsequently adjusted to HK$0.6952 per share 
due to the corporate action of share subdivision conducted by the listed issuer. The conversion 
option expired on the due date. As at 30 June 2019, the fair value of the Convertible Note 1 is 
HK$425,000,000 (31 December 2018: HK$523,149,000), which was based on discounted cash flow 
by taking into account the credit risk of the issuer.

The unlisted convertible notes with the principal amount of HK$75,000,000 (31 December 2018: 
HK$75,000,000) with the fixed interest rate of 5% per annum payable semi-annually and conversion 
price of HK$0.675 (31 December 2018: HK$0.675) per share, was issued by a listed company in 
Hong Kong with the due date on 25 October 2018 (the “Convertible Note 2”) and it has not yet 
been settled. The convertible option expired on the due date. As at 30 June 2019, the fair value of 
the instrument amounted to approximately HK$52,500,000 (31 December 2018: HK$52,500,000), 
which was determined based on discounted cash flow by taking into account of the credit risk of the 
issuer and the fair value of the additional collateral provided by the controlling shareholder of the 
issuer.

The unlisted convertible bonds with the principal amount of HK$800,000,000 (31 December 
2018: HK$800,000,000) with a fixed interest rate of 7% per annum for the first year and 8% per 
annum for the second year up to maturity date and payable semi-annually with conversion price of 
HK$3.27 (31 December 2018: HK$3.27) per share, was issued by a listed company in Hong Kong 
with the due date on 31 December 2019 (the “Convertible Note 3”). As at 30 June 2019, the fair 
value of the Convertible Note 3 is HK$796,481,000 (31 December 2018: HK$789,728,000), which 
was estimated by an independent firm of professional valuers.

The unlisted convertible notes with the principal amount of US$30,000,000 or equivalent to 
HK$233,625,000 with fixed interest rate of 4.5% per annum payable semi-annually and conversion 
price of HK$3.00 per share, was issued by a listed company in Hong Kong with the due date on 
10 March 2019 (the “Convertible Note 4”). During the current period, the Company entered the 
sales and purchases agreement with an independent individual on 3 March 2019 to dispose of the 
Convertible Note 4 with the consideration of US$52,000,000 or equivalent to HK$405,600,000. As 
at 30 June 2019, the transaction has completed and fully settled. As at 31 December 2018, the fair 
value of the Convertible Note 4 is HK$310,178,000 which was estimated by an independent firm of 
professional valuers.

(ii)	 As at 30 June 2019, the unlisted convertible bonds with principal amount of HK$275,000,000 (31 
December 2018: HK$275,000,000) with the fixed interest rate of 4% per annum payable quarterly 
and the initial conversion price of HK$0.77 (31 December 2018: HK$ 0.77) per share, was issued 
by a listed company in Hong Kong with the due date on 12 November 2018 (the “Convertible Note 
5”) and it has yet been settled. The conversion price of Convertible Note 5 has been subsequently 
changed to HK$3.85 per share due to the revised investment agreement. Put option in relation to the 
convertible bonds was granted by an independent third party to the Group and was expired as at 30 
June 2019.

As at 30 June 2019, the fair value of the Convertible Note 5 amounted to approximately 
HK$192,500,000 (31 December 2018: HK$192,500,000), which was determined based on 
discounted cash flow by taking into account of the credit risk of the issuer and the fair value of the 
additional collateral provided by the controlling shareholder of the issuer.
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(iii)	 As at 30 June 2019, included in financial assets at FVTPL are unlisted fund investments of 
approximately HK$2,054,870,000 (31 December 2018: HK$7,060,967,000) which are mainly 
investments in a portfolio of fixed income products to achieve capital appreciation and investment 
returns in the medium to long term basis. The Group does not expect to transfer the unlisted fund 
investment of approximately HK$984,598,000 to third parties within the next twelve months 
and has accordingly classified them as non-current assets. During the current period, there were 
redemptions of fund investments with carrying amount of approximately HK$5,096,000,000.

(iv)	 As at 30 June 2019, included in financial assets at FVTPL are the unlisted preferences shares with 
aggregate amount of HK$900,000,000 (31 December 2018: HK$900,000,000) with fixed interest 
rate of 6% put option in relation to the preference shares was granted to the Group which gives the 
Group the right to require the issuer, an independent third party, to purchase a maximum of 900,000 
preference shares of an unlisted company in Hong Kong at a range of pre-determined prices in a 
specific period. Due to the failure to settle first annual preferential dividends of HK$54,000,000 in 
prior year, the Group delivered a put option notice to the issuer according to the event of default put 
option stated in the relevant agreements with a total put price of HK$976,500,000. According to the 
relevant agreement, the transaction is required to be settled within 7 business days after the date of 
the put notice is delivered and the preference shares will be transferred only when it is settled. 

As at 30 June 2019, the t ransact ion was not set t led and the preference shares are not 
transferred. Accordingly, the transaction is considered not yet completed. The fair value of 
the unlisted preferences shares amounted to approximately HK$360,000,000 (31 December 
2018:HK$360,000,000), which was determined based on discounted cash flow by taking into 
account of the credit risk of the issuer.

(v)	 In the prior year, the Group purchased listed securities together with a put option (“Put Option 1”) 
at an aggregate consideration of approximately HK$181,073,000. The put option gives the Group 
the right to require the issuer of put option, an independent third party, to purchase shares of a listed 
company in Hong Kong at a range of pre-determined prices in a specific period. At the expiry date 
of the put option, the issuer of put option shall purchase and the Group shall sell all shares that have 
not been sold till then, at a price determined in accordance with the put option agreement.

The fair value of the Put Option 1 amounted to approximately HK$173,696,000 as at 30 June 2019 
(31 December 2018: HK$75,380,000), which was estimated by an independent firm of professional 
valuers.

In the prior year, the Group purchased listed securities together with a put option (“Put Option 2”) 
at an aggregated consideration of approximately HK$728,671,000. The put option gives the Group 
the right to require the issuer of put option, an independent third party, to purchase shares of a listed 
company in Hong Kong at a range of pre-determined prices in a specific period. At the expiry date 
of the put option, the issuer of put option shall purchase and the Group shall sell all shares that have 
not been sold till then, at a price determined in accordance with the put option agreement.

The fair value of the Put Option 2 amounted to approximately HK$523,383,000 as at 30 June 2019 
(31 December 2018: HK$119,410,000), which was estimated by an independent firm of professional 
valuers.

As at 30 June 2019, the Group held two put option contracts in relation to listed securities with 
the fair value of HK$69,253,000 (31 December 2018: 36,939,000), which was estimated by an 
independent firm of professional valuers.

The day 1 gain arising from the relevant put option investments with the underlying assets of listed 
securities have been amortised in accordance with the terms of instruments as deferred income.
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(vi)	 As at 30 June 2019 and 31 December 2018, included in financial liabilities at FVTPL are the 
payables to interest holders of unlisted consolidated investment funds.

As at 30 June 2019 and 31 December 2018, a wholly-owned subsidiary of the Group held 65% 
interests in Paragon Resort Fund L.P. (the “PRF Fund”) as a limited partner (the “First-Tier 
Limited Partner of the PRF Fund”). According to the limited partnership agreement, at the end 
of the term of the PRF Fund, the First-Tier Limited Partner of the PRF Fund will be entitled to a 
priority return of its own capital contribution and a 8% preferred return; thereafter the second-tier 
limited partner is entitled to return of its own capital contribution. Thereafter, 60% and 40% of 
the residual amount of the consolidated investment fund will be distributed to First-Tier Limited 
Partner of the PRF Fund and second-tier limited partner, respectively. Accordingly, the interests 
of the second-tier limited partner in the consolidated investment fund are classified as financial 
liabilities measured at FVTPL of approximately HK$119,031,000 as at 30 June 2019 (31 December 
2018: HK$95,727,000).

As at 30 June 2019 and 31 December 2018, a wholly-owned subsidiary of the Group held 50% 
interests in Visual Dome Fund L.P. (the “VD Fund”) as a limited partner (the “First-Tier Limited 
Partner of the VD Fund”). According to the limited partnership agreement, at the end of the term 
of the VD Fund, the First-Tier Limited Partner of the VD Fund will be entitled to a priority return of 
its own capital contribution and a 10.5% preferred return; thereafter the second-tier limited partner 
is entitled to return of its own capital contribution. Thereafter, 20% and 80% of the residual amount 
of the consolidated investment fund will be distributed to First-Tier Limited Partner of the VD Fund 
and second-tier limited partner, respectively. Accordingly, the interests of the second-tier limited 
partner in the consolidated investment fund are classified as financial liabilities measured at FVTPL 
of approximately HK$189,474,000 as at 30 June 2019 (31 December 2018: HK$226,726,000).

As at 31 December 2018, a wholly-owned subsidiary of the Group held 90% interests in Huarong 
International Asset Management Growth Fund LP (the “Growth Fund”) as a limited partner 
(the “First-Tier Limited Partner of the Growth Fund”). Pursuant to the limited partnership 
agreement of the Growth Fund, the interests in the Growth Fund as a limited partner provide the 
Group with the return of capital equal to 100% of its total invested capital and a fixed proceed of 
12% per annum return of its invested capital to First-Tier Limited Partner of the Growth Fund. 
If the Growth Fund eventually holds its investment, till maturity (three years period), the total 
minimum return of First-Tier Limited Partner of the Growth Fund is guaranteed at 12% per annum 
of its invested capital. Thereafter, the second-tier limited partner is entitled to return of its own 
capital contribution. Thereafter 20% and 80% of the residual amount of the consolidated investment 
fund will be distributed to First-Tier Limited Partner of the Growth Fund and second-tier limited 
partner, respectively. Accordingly, the interests of the second-tier limited partner are classified as 
financial liabilities measured at FVTPL of approximately HK$78,976,000 as at 31 December 2018. 
During the period, the interest in Growth Fund held by the Group was fully redeemed. The Group 
deconsolidated the fund accordingly.

The Group did not provide any financial support to the above unlisted consolidated investment 
funds during the period ended 30 June 2019 and the year ended 31 December 2018.
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13.	 FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

30 June 31 December
2019 2018

HK$’000 HK$’000
(Unaudited) (Audited)

Non-current:
Listed debt investments, at fair value 2,383,551 2,716,175  

Current:
Listed debt investments, at fair value 2,648,307 2,908,508  

5,031,858 5,624,683
  

During the period, the gain in respect of changes in fair value of the Group’s financial assets at FVTOCI 
recognised in other comprehensive income amounted to approximately HK$197,329,000 (2018: a loss of 
approximately HK$319,697,000). During the period, the Group disposed of financial assets at FVTOCI 
with proceeds of approximately HK$862,448,000 (2018: HK$1,154,875,000) to independent third 
parties, and a loss of approximately HK$9,667,000 (2018: a loss of approximately HK$30,129,000) was 
reclassified from other comprehensive income to profit or loss upon disposal.

Interest income derived from financial assets at FVTOCI was recognised as “interest income from 
financial assets at fair value through other comprehensive income” within “revenue”.

14.	 OTHER LOANS AND RECEIVABLES

30 June 31 December
2019 2018

HK$’000 HK$’000
(Unaudited) (Audited)

Other loans and receivables 6,010,720 6,614,053
Less: Provision for impairment (359,005) (342,843)  

5,651,715 6,271,210
  

Secured 5,651,715 6,032,149
Unsecured – 239,061  

5,651,715 6,271,210
  

Analysed as:
Current 5,651,715 5,979,776
Non-current – 291,434  

5,651,715 6,271,210
  

As at 30 June 2019, other loans and receivables included loans to independent third parties which are 
secured and/or backed by guarantees and collaterals, with contractual interest rates ranging from 5% to 
14% per annum (31 December 2018: 5% to 14% per annum) with contractual maturity date up to 9 months 
from 30 June 2019 (31 December 2018: up to two years).
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As at 30 June 2019, other loans and receivables with carrying amount of approximately HK$5,651,715,000 
(31 December 2018: HK$6,032,149,000) are secured by properties in Australia and the PRC, listed equity 
issued by a company listed in Hong Kong and unlisted equity.

As at 31 December 2018, unsecured other loans and receivables included a 8.5% redeemable fixed coupon 
notes with carrying amount of approximately HK$239,061,000 with contractual maturity of approximately 
six months from 31 December 2018.

As at 30 June 2019, the Group has concentration of credit risk as 65% (31 December 2018: 58%) of the 
total other loans and receivables was due from the Group’s five largest borrowing customers. Interest 
income derived from other loans and receivables was recognised as “interest income from other loans and 
receivables” within “revenue”.

Regular reviews on these loans are conducted by the risk management department based on the latest 
status of these loans, and the latest announced or available information about the borrowers and the 
underlying collateral held. Apart from collateral monitoring, the Group seeks to maintain effective control 
over its loans in order to minimise credit risk by regularly reviewing the borrowers’ and/or guarantors’ 
financial positions.

As at 30 June 2019, included in the Group’s loan receivables balance are borrowers with aggregate 
carrying amount of HK$3,843,838,000 (31 December 2018: HK$1,016,379,000) which are past due as 
at the reporting date, of which HK$1,777,731,000 (31 December 2018:HK$1,004,637,000) has been past 
due 90 days or more. The directors of the Company considers those past due more than 90 days are credit 
impaired.

As at 30 June 2019, credit impaired loan receivables of HK$3,249,670,000 (2018: HK$2,304,106,000) is 
secured by either properties in the PRC, listed equity or unlisted equity. The remaining gross amount of 
unsecured credit impaired loan receivables is nil (31 December 2018: approximately HK$341,515,000). 
In determining the allowances for credit impaired loan receivables, the management of the Group also 
considered the fair value of collateral and the outstanding balance of loan receivables individually taking 
into account of executable settlement plan and restructuring arrangements.

The management of the Group estimate the amount of loss allowance for expected credit loss on these 
credit impaired loan receivables by assessing the present value of estimated future cash flows with the 
consideration of expected future credit loss of the respective loans which are based on the Group’s 
historical credit loss experience, adjusted for factors that are specific to the debtors or borrowers, which 
include any (i) significant financial difficulty of the debtors or borrowers, (ii) breach of contract or 
probability that the debtors or borrowers will enter bankruptcy and (iii) the status and progress of financial 
restructuring, general economic conditions and both the current conditions at the reporting date as well as 
the forecast of future conditions with significant judgments involved. Moreover, the Group also reviews 
and assesses the fair value of the collateral received from the customers in determining the impairment 
with the involvement of third party qualified valuers, if necessary. The assessment of the credit risk and 
therefore expected cash flows of the respective loan involves a high degree of estimation and uncertainty. 
In the opinion of the directors of the Company, the impairment provision for the current period is 
sufficient.

15.	 ADVANCES TO CUSTOMERS IN MARGIN FINANCING

30 June 31 December
2019 2018

HK$’000 HK$’000
(Unaudited) (Audited)

Loans to customers in margin financing 4,331,903 4,470,932
Less: provision for impairment (1,055,349) (398,508)  

3,276,554 4,072,424
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The loans to customers in margin financing are interest-bearing and secured by the underlying pledged 
securities. The Group maintains a list of approved securities for margin lending at a specific loan 
to collateral ratio. Any excess in the lending ratio will trigger a margin call in the case of which the 
customers have to make additional funds for the shortfall.

No ageing analysis is disclosed as in the opinion of the directors of the Company, the ageing analysis does 
not give additional value in the view of the revolving nature of the business of securities margin financing.

The Group allows a credit period of up to the settlement dates of the respective securities, futures, options 
transactions or a credit period mutually agreed with the contracting parties. Each customer has a maximum 
credit limit. The Group seeks to maintain strict control over its outstanding receivables so as to minimise 
credit risk. Loans for margin financing are secured by the pledge of customers’ securities as collateral. The 
credit facility limits to customers in margin financing are determined by the market value of the collateral 
securities accepted by the Group. Overdue balances are reviewed regularly by the management.

The Group has concentration of credit risk as 63% (31 December 2018: 61%) of the total loans to 
securities margin clients due from the Group’s five largest securities margin clients.

As at 30 June 2019, 61% (31 December 2018: 80%) of the outstanding balances in gross carrying amount 
were secured by sufficient collateral. In determining the allowances for credit impaired loans to margin 
clients, the management of the Group also takes into account shortfall by comparing the fair value of 
securities pledged as collateral and the outstanding balance of loan to margin clients individually taking 
into account of subsequent settlement or executable settlement plan and restructuring arrangements. 
The management of the Group estimate the amount of loss allowance for expected credit loss on these 
credit impaired loan receivables by assessing the present value of estimated future cash flows with the 
consideration of expected future credit loss of the respective loans which are based on the Group’s 
historical credit loss experience, adjusted for factors that are specific to the debtors or borrowers, which 
include any (i) significant financial difficulty of the debtors or borrowers, (ii) breach of contract or 
probability that the debtors or borrowers will enter bankruptcy and (iii) the status and progress of financial 
restructuring, general economic conditions and both the current conditions at the reporting date as well as 
the forecast of future conditions with significant judgments involved. Moreover, the Group also reviews 
and assesses the fair value of the collateral received from the customers in determining the impairment 
with the involvement of third party qualified valuers, if necessary. The assessment of the credit risk and 
therefore expected cash flows of the respective loan involves a high degree of estimation and uncertainty. 
In the opinion of the directors of the Company, the impairment provision for the current period is 
sufficient.

As at 30 June 2019, the loans to securities margin clients with gross carrying amount HK$754,797,000 
was transferred into stage 3 after the Group assessed the recoverability by referencing to the market values 
of the collateralised securities provided by margin clients. An impairment loss of HK$639,922,000 was 
recognised on such loans transferred into stage 3 after considering the recoverable amount of collateral 
during the current period.
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16.	 ACCOUNTS RECEIVABLE

30 June 31 December
2019 2018

HK$’000 HK$’000
(Unaudited) (Audited)

Accounts receivable from:
– securities, futures and options dealing services

– clients 7,474 4,832
– brokers, dealers and clearing houses 46,812 135,262

– corporate finance 24,144 20,264
– asset management – 320  

78,430 160,678
Provision for impairment (5,387) (331)  

73,043 160,347
  

Accounts receivable from clients, brokers, dealers and clearing houses arising from the business of 
dealing in securities are repayable on demand subsequent to settlement date and bear variable interests at 
commercial rates. The normal settlement terms of accounts receivable arising from the business of dealing 
in securities are two days after trade date or at specific terms agreed with clients, brokers, dealers and 
accounts receivable arising from the business of dealing in futures and options are one day after trade date.

Normal settlement terms of accounts receivable arising from the business of corporate finance and asset 
management are determined in accordance with the agreed terms, usually on a quarterly basis.

An aged analysis of the Group’s accounts receivable, based on the trade date and net of provision for 
impairment, is as follows:

30 June 31 December
2019 2018

HK$’000 HK$’000
(Unaudited) (Audited)

0-30 days 68,413 154,975
31-90 days 275 444
91-365 days – 4,066
Over 365 days 4,355 862  

73,043 160,347
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The movements in provision for impairment of accounts receivable are as follows:

30 June 31 December
2019 2018

HK$’000 HK$’000
(Unaudited) (Audited)

At beginning of period/year 331 243
Provision for impairment, net 5,069 88
Exchange differences (13) –  

At end of period/year 5,387 331
  

As at 30 June 2019, included in the Group’s accounts receivable balance are debtors with aggregate 
carrying amount of HK$20,346,000 (31 December 2018: HK$21,028,000) which are past due as at the 
reporting date. Out of the past due balances, HK$4,355,000 (31 December 2018: HK$4,928,000) has been 
past due 90 days or more and is considered as in default.

As at 30 June 2019, accounts receivable amounting to HK$19,032,000 (31 December 2018: 
HK$20,584,000) are arising from corporate finance and assets management business which is under the 
scope of HKFRS 15. The Group performs impairment assessment under lifetime ECL on these balances 
individually for debtors. As at 30 June 2019, allowance amounting to HK$5,112,000 (31 December 2018: 
nil) is made accordingly.

The remaining provision for impairment of accounts receivable is the provision for individually 
impaired accounts receivable from securities clients of approximately HK$275,000 (31 December 2018: 
HK$331,000).

ECL assessments have been performed by considering the historical credit loss experience, general 
economic conditions, status of subsequent settlement, probability of default, forward-looking information 
and future cash flow of each project individually.

17.	 ACCOUNTS PAYABLE

An aged analysis of the Group’s accounts payable, based on the settlement due date, is as follows:

30 June 31 December
2019 2018

HK$’000 HK$’000
(Unaudited) (Audited)

Current to 1 month 1,995,414 2,269,848
  

As at 30 June 2019, included in the accounts payable is the account payable to financial institutions of 
approximately HK$1,597,254,000 (31 December 2018: HK$1,869,089,000) which is maintained for the 
investment trading. The balance is interest bearing at the rates ranging from 3.3% to 3.9% per annum (2018: 
2.8% to 3.9%).

The remaining accounts payable are unsecured and repayable on the settlement date of the relevant trades 
or upon demand from customers.

As at 30 June 2019, accounts payable with carrying amount of approximately HK$394,534,000 (31 
December 2018: HK$398,402,000) are interest-bearing at bank savings deposit rates.
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18. 	 DIVIDENDS

During the period, no dividend (six months ended 30 June 2018: a final dividend of HK$1.70 cents per 
ordinary share for the year ended 31 December 2017) was paid to the shareholders of the Company. The 
2017 final dividend was paid on 20 June 2018, with a total of approximately HK$61 million.

The Board has resolved not to declare the payment of any interim dividend for the six months ended 30 
June 2019 (30 June 2018: nil).



– 28 –

MANAGEMENT DISCUSSION AND ANALYSIS

Financial Highlights

For the six months ended 30 June 2019 (the “Period”), the Group recorded a revenue of 
approximately HK$954,154,000 (six months ended 30 June 2018 (the “Last Period”): 
approximately HK$1,107,670,000), net gains on financial assets at fair value through 
profit or loss of approximately HK$378,252,000 (Last Period: net losses of approximately 
HK$819,919,000), net loss arising from disposal of financial assets at fair value through other 
comprehensive income of approximately HK$9,667,000 (Last Period: loss of approximately 
HK$30,129,000). Therefore, total revenue, investment gains and losses described above 
increased to approximately HK$1,322,739,000 (Last Period: approximately HK$257,622,000). 
Net losses for the Period were approximately HK$230,752,000 (Last Period: loss of 
approximately HK$1,123,250,000), while loss attributable to shareholders of the Company (the 
“Shareholder(s)”) for the Period was approximately HK$263,806,000 (Last Period: loss of 
approximately HK$1,156,342,000). The decrease in loss attributable to Shareholders for the 
Period was principally due to an increase in net gains on financial assets at fair value through 
profit or loss.

Basic loss per share was HK7.35 cents for the Period as compared to basic loss per share of 
HK32.22 cents for the Last Period, and no diluted loss per share has been presented for the 
Period and Last Period as there was no diluted financial instrument for the Period and the Last 
Period.

Market Review

In the first half of 2019, increasing uncertainties emerged due to global economic tension 
and rising downside pressure on the economy. The global economic development faced great 
hindrance with escalating trade disagreements, tensed geopolitical relations, financial pressure 
and volatility risks. Confronting complex and severe domestic and overseas situations coupled 
with downside pressure, China’s economy sustained steady development with positive trend in 
general owing to the consistent optimisation of China’s economic structure under the supply-
side reforms. In the first half of 2019, the gross domestic product (“GDP”) of China increased 
by 6.3% year-on-year, with national economic growth maintained at a reasonable range, thus 
achieving steady and healthy growth.

BUSINESS REVIEW

In the first half of 2019, in response to the complex and fast-changing economic environment, 
the Group maintained stable development with an upward trend by taking up favourable 
opportunities in the market and initiating various measures with a focus on its principal 
activities. The Group sought enhancement in business structure, maintained assets liquidity, 
strengthened risk control, rebuilt corporate culture and stabilised business teams, as a result, 
the Group promoted various operations and management progressively.
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Asset Management and Direct Investment

The asset management and direct investment segment provides asset management services, 
direct investments in stocks, bonds, funds, derivative instruments and other financial products, 
as well as money lending services. During the first half of 2019, the Group has adopted a more 
cautious approach to review various risks in response to the current economic environment 
proactively, and strengthened various risk management and control measures such as that 
for market risks and credit risks. The operation of counterparties and the value of collaterals 
have been reviewed by the Group on a continuous basis and responded with the formulation 
of corresponding risk prevention measures and enhancement of the post-investment 
management. For the Period, the segment revenue and investment gains was approximately 
HK$1,043,898,000 as compared to a segment revenue and investment losses of approximately 
HK$56,798,000 for the Last Period. The increase in investment gains was mainly due to an 
increase in net gains on financial assets at fair value through profit or loss for the Period to 
approximately HK$378,252,000, which was a net loss of approximately HK$819,919,000 
for the Last Period. The segment result was profit of approximately HK$1,016,788,000 as 
compared to a loss of approximately HK$205,681,000 for the Last Period.

Securities

The Group consistently supports its brokerage and securities business by adjusting and 
optimising the quality and efficiency of customer service, improving the product platform, 
establishing a quantitative trading pipeline, improving the existing operating mechanism, and 
procuring business development. As such, the trading volume of securities and market shares 
of the brokerage business have further increased during the Period. However, the provision 
for such business increased due to the fluctuation in securities market. For the Period, the 
revenue and other income and gains or losses from the securities segment was approximately 
HK$222,744,000, as compared to approximately HK$245,716,000 for the Last Period. The 
segment result amounted to a loss of approximately HK$462,370,000, as compared to profit of 
approximately HK$62,511,000 for the Last Period.

Corporate Finance

The corporate finance segment is devoted to providing institutional clients with comprehensive 
securities issuance and underwriting and financing advisory services. In the first half of 2019, 
the Group explored business opportunities for market expansion proactively so as to promote 
steady business development. For the Period, revenue from the corporate finance segment 
amounted to approximately HK$13,261,000 as compared to approximately HK$5,001,000 for 
the Last Period. The segment result was a profit of approximately HK$4,706,000, as compared 
to a loss of approximately HK$1,274,000 for the Last Period.
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PROSPECTS

In the second half of 2019, it is expected that the global political and economic environment 
will remain complicated, volatile and uncertain, global economic growth will continue to slow 
down and the challenges faced by China’s economy will sustain. China will continue to defend 
itself from various downside risks, seeking stable economic development with economic 
growth maintained within a reasonable range. With positive fiscal policies, reasonably 
flexible monetary policies, further advancement of supply-side reforms, optimisation of 
business environment and others, the market will be further energised and the situation of the 
financial industry will be further stabilised. The Group will continue to pay close attention 
to global political and economic changes as well as industry developments. In adherence to 
its development philosophy of “investment + investment banking”, the Group will conduct 
business operations in a healthy approach by capitalising on opportunities of business 
transformation and upgrade and giving full play to the advantages and the synergic effect 
enabled by the multiple licenses it holds. Meanwhile, the Group will make incessant efforts 
to adjust and optimise its business structure in addition to proactive exploration of business 
innovations. The Group aims to establish a sustainable operation model, striving to create 
greater value for the Shareholders.

FINANCIAL REVIEW

Capital Structure

As at 30 June 2019, the total number of issued shares of the Company (with the par value 
of HK$0.001 each) was 3,588,466,011 and the total equity attributable to Shareholders was 
approximately HK$2,019,962,000 as compared to approximately HK$2,070,447,000 as at 31 
December 2018, representing a decrease of approximately 2.4%.

The Group’s gearing ratio as at 30 June 2019 was 961.8% (31 December 2018: 1,230.6%), 
being calculated as borrowings over the Group’s Shareholders’ equity. The decrease in gearing 
ratio was mainly due to the repayment of interest-bearing loans by the Company during the 
Period.

Liquidity and Financial Resources

The Group reviewed the liquidity position regularly and managed liquidity position and 
financial resources actively according to the changes on economic environment and 
business development needs. As at 30 June 2019, the Group had total cash and cash 
equivalents amounting to approximately HK$3,422,649,000 as compared to approximately 
HK$2,401,797,000 as at 31 December 2018, excluding client funds that were kept in separate 
designated bank accounts amounting to approximately HK$384,978,000 (31 December 2018: 
approximately HK$396,500,000).
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The Group’s stable development is underpinned by the continuous support from its 
controlling shareholders. As at 30 June 2019, the Group obtained Shareholder loans in an 
aggregate principal amount of approximately US$1,825,958,000 (equivalent to approximately 
HK$14,270,187,000) (31 December 2018: US$2,763,331,000) from China Huarong 
International Holdings Limited and RMB1,595,000,000 (equivalent to approximately 
HK$1,813,200,000) (31 December 2018: RMB1,569,000,000) from China Huarong Asset 
Management Co., Ltd. respectively, to support the business of the Group.

Meanwhile, the Group has maintained good business relationships with various financial 
institutions. As at 30 June 2019, the Group had undrawn bank facilities of approximately 
HK$4,073,775,000 (31 December 2018: HK$2,845,975,000) and withdrawn outstanding bank 
borrowings of approximately HK$3,344,563,000 (31 December 2018: HK$2,042,304,000).

As at 30 June 2019, the Group had no bank borrowings that violate financial conditions or 
cross-default clauses.

For the subsidiaries licensed by the Securities and Futures Commission of Hong Kong, the 
Group ensures each of the subsidiaries maintains a liquidity level adequate to support the 
level of activities with a sufficient buffer to accommodate increases in liquidity requirements 
arising from potential increases in the level of business activities. During the Period, all the 
licensed subsidiaries have complied with the liquidity requirements under the Securities and 
Futures (Financial Resources) Rules.

Charges on Group Assets

As at 30 June 2019, the Group did not pledge any time deposits (31 December 2018: nil) to 
secure the bank loan facilities of the Group.

Foreign Exchange Exposures

The Group’s principal operations in Hong Kong and overseas are transacted and recorded 
in Hong Kong dollars and United States dollars, while principal operations in the PRC are 
transacted and recorded in Renminbi. The Group is not exposed to material foreign exchange 
risks because Hong Kong dollars are pegged to United States dollars, and the revenue from 
the PRC operations only represents a small fraction of the Group’s overall revenue. Other 
foreign currency exposure is relatively minimal to our total assets and liabilities. As a result, 
we consider that our foreign exchange risk exposure is manageable and the Group will closely 
monitor the risk exposure from time to time.



– 32 –

Contingent Liabilities

Regarding the alleged claims against Huarong International Securities Limited (formerly 
known as United Simsen Securities Limited) (“HISL”), an indirectly wholly owned subsidiary 
of the Company, that was previously disclosed in the audited financial statements of the 
Group for the period from 1 May 2015 to 31 December 2015, the plaintiff has not taken any 
further action since August 2013 and there was no substantial progress as at 30 June 2019. 
The Group has sought legal advice on the alleged claims and the Directors consider that 
HISL has good defence and a strong case to pursue its counterclaim against the plaintiff. The 
Directors consider that it is not probable that there would be any significant financial impact 
on the Group arising from these alleged claims.

Significant Securities Investment

The Group is primarily engaged in the provision of financial services, including but not 
limited to asset management and direct investment, securities and corporate finance services. 
During the Period, the Group held securities investments such as listed preference shares, 
listed equity investments, listed bonds, unlisted convertible bonds and convertible notes and 
unlisted fund investments, etc. The major significant investments which constitute 5% or 
more of the total assets of the Group as at 31 December 2018 comprised of three unlisted 
fund (“Relevant Funds”) investments held by the Group with an aggregate carrying amount 
of approximately HK$2,340 million. The Group has fully redeemed its investments in the 
Relevant Funds during the Period. As at 30 June 2019, the Group did not hold any significant 
investments which constitute 5% or more of the total assets. The details of the financial assets 
of the Group during the Period are also set out in notes 12 and 13 to the financial statements 
contained in this announcement.

Interim Dividend

The Board does not recommend the payment of any interim dividend for the Period (30 June 
2018: nil).

Employee and Remuneration Policy

As at 30 June 2019, the Group employed a total of 83 employees (31 December 2018: 
96 employees). The Group’s staff recruitment and promotion are primarily based on 
individuals’ merits, relevant experiences, development potentials for the positions offered and 
performance. Staff remuneration and benefit policies, which are formulated by reference to 
the market situation, are competitive and performance based.
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CHANGES IN DIRECTORS AND INFORMATION OF DIRECTORS

Pursuant to Rule 13.51(B) of the Listing Rules, changes in Directors and information of 
Directors subsequent to the date of the 2018 annual report of the Company are as follows:

(1) Mr. Bai Junjie resigned as an executive Director and the Chairman of the Company on 8
July 2019;

(2) Mr. Yu Meng was appointed as an executive Director and the Chairman of the Company
on 8 July 2019; and

(3) Mr. Guan Huanfei, an independent non-executive Director, was appointed as an
independent non-executive director of Solis Holdings Limited (the Stock Exchange:
2227) with effect from 23 August 2019.

EVENTS AFTER THE END OF THE PERIOD

After the Period, the Company has entered into a discloseable transaction for the disposal of a 
subsidiary. For further details, please refer to the announcement of the Company dated 29 July 
2019.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries had purchased, sold or redeemed any of the 
Company’s listed securities during the Period.

COMPLIANCE WITH CORPORATE GOVERNANCE CODE

Throughout the Period, the Company has complied with all the applicable code provisions of 
the Corporate Governance Code as set out in Appendix 14 to the Listing Rules.

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities Transactions by Directors of Listed 
Issuers (the “Model Code”) as set out in Appendix 10 to the Listing Rules as its own code 
of conduct regarding securities transactions by the directors of the Company. In response to 
specific enquiry made by the Company, all Directors confirmed that they have fully complied 
with the required standards as set out in the aforementioned Model Code throughout the 
Period.



– 34 –

REVIEW OF THE INTERIM FINANCIAL STATEMENTS

The Audit Committee of the Company has reviewed the interim unaudited condensed 
consolidated financial statements of the Group for the six months ended 30 June 2019, 
including the accounting principles and practices adopted by the Group.

The Group’s external auditor, Messrs. Deloitte Touche Tohmatsu, has carried out a review of 
the interim unaudited condensed consolidated financial statements in accordance with Hong 
Kong Standard on Review Engagements 2410, “Review of Interim Financial Information 
Performed by the Independent Auditor of the Entity”, issued by HKICPA.

PUBLICATION OF INTERIM REPORT

The interim report of the Company for the six months ended 30 June 2019 will be despatched 
to Shareholders of the Company and published on the websites of the Stock Exchange 
(www.hkexnews.hk) and the Company (www.hrif.com.hk) in September 2019.

By order of the Board
Huarong International Financial Holdings Limited

Yu Meng
Chairman

Hong Kong, 26 August 2019

As at the date of this announcement, the Board comprises Mr. Yu Meng and Mr. Xu Yong as 
executive Directors, and Dr. Wong Tin Yau Kelvin, Mr. Ma Lishan and Mr. Guan Huanfei as 
independent non-executive Directors.


