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INTERIM RESULTS ANNOUNCEMENT
FOR THE SIX MONTHS ENDED JUNE 30, 2019

The board of directors (the “Board”) of China Merchants Securities Co., Ltd. (the “Company”)
hereby announces the unaudited interim results of the Company and its subsidiaries (the
“Group”) for the six months ended June 30, 2019. This announcement, containing the full
text of the 2019 interim report of the Company, complies with the relevant requirements of the
Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited in
relation to information to accompany preliminary announcements of interim results.

PUBLICATION OF INTERIM RESULTS ANNOUNCEMENT AND INTERIM REPORT

This results announcement will be published on the websites of The Stock Exchange of Hong
Kong Limited (www.hkexnews.hk) and the Company (www.cmschina.com), respectively.

The Company’s 2019 interim report will be despatched to H shareholders and published on the
websites of the Company and The Stock Exchange of Hong Kong Limited in due course.

By Order of the Board of
China Merchants Securities Co., Ltd.
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Important Notice

I. The Board, the Supervisory Committee, Director(s), Supervisor(s) and Senior Management of
the Company Undertake that the Information in this Interim Report is True, Accurate, Complete
and Contains no False Record, Misleading Statement or Material Omission, and Assume Joint
and Several Liabilities to the Information in this Interim Report.

Il. All Directors of the Company Attended the 24th Meeting of the Sixth Session of the Board Held
on August 28, 2019 to Review the Group’s Interim Report for the Six Months Ended June 30,
2019.

Ill. This Interim Report has not been Audited.

IV. HUO Da, Officer in Charge of the Company, ZHAO Bin, Officer in Charge of Accounting Matters
of the Company, and HE Min, Officer in Charge of the Accounting Office of the Company (Head
of Accounting Department), hereby Warrant that the Financial Statements Contained in this
Interim Report are True, Accurate and Complete.

V. No Proposal on Profit Distribution or Capitalization of Common Reserve for the Reporting
Period was Proposed by the Board of the Company.

VI. Risks Statement Relating to Forward-looking Statements

Forward-looking statements, such as future plans and development strategies, contained in this interim
report do not constitute any substantive commitments of the Company to investors. Investors should be aware
of the investment risks.

VII. There is no Appropriation of the Company’s Funds by the Controlling Shareholder and Its
Associates for Nonoperating Purposes.

VIII. There is no Provision of Guarantee by the Company in Favour of any Third Party in Violation of
the Prescribed Decision-making Procedures.

IX. This Interim Report is Prepared in both Chinese and English. In the Event of any Discrepancy
Between the Chinese and English Versions of this Interim Report, the Chinese Version Shall
Prevail.

X. Warning on Material Risks

The business, financial position and operating results of the Company may be susceptible to the general
economic and market conditions in China and other regions where the relevant businesses are operated in
various aspects.

The Company is primarily exposed to the following risks: securities industry is highly regulated and
relevant rules and regulations could be revised from time to time based on the development of the securities
markets. New rules and regulations, and changes in the interpretation or enforcement of the existing rules
and regulations, may directly impact our business strategies and prospects, or could result in limitations on
the business areas that we may conduct, modifications to our business practices or additional costs, which
may adversely affect our ability to compete with other institutions that are not affected in the same way; if we
are unable to fulfill the applicable laws, regulations and regulatory requirement in a timely manner, we may
be exposed to legal and compliance risks; we are subject to credit risk associated with economic loss caused
by the failure of the borrower or the counterparty to fulfill their contractual obligations; we face market
risk arising from the losses on our portfolio due to adverse changes in relevant markets; we are exposed to
operational risks arising from imperfect or defective internal procedures, employees and systems or external
events; we face liquidity risk that we might not be able to get timely capital injection at reasonable costs to
repay debts that are due, fulfill other payment obligations or satisfy other capital needs for normal business
operation; we are subject to reputational risk arising from the negative publicity against the Company from
stakeholders due to the operation, management or other acts of the Company or external events; and we
are exposed to foreign exchange rate risks due to the operation of international business, innovative financial
business and other businesses.

To cope with the above risks, the Company has adopted preventive measures in respect of the
organisational structure, systems, indicators, risk management culture and IT system, and streamlined the
business processes. For details, please see the “Potential risks and corresponding measures” in “Chapter 4
Report of the Board of Directors” of this report.
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1: Definitions
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Chapter 1: Definitions

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

meanings set forth below:

Common terms and expressions

“Company Law”

“Securities Law”

“Articles of Association”

“CSRC”
“SFC”

“CSRC Shenzhen Office”

“SASAC”

“Exchanges”
"SSE”

“SZSE”

“SSE website”
“CsbcC”

“Hong Kong Stock
Exchange”

“Hong Kong Stock
Exchange website”

“NSSF”

“Company”, “our

noou

Company”,

"lssuer”

“Company’s website”
“China Merchants Group”

“CM Finance Investment”

“Jisheng Investment”

Group”
“our Group”, “China
Merchants Securities” or

the Company Law of the PRC ({FZE A R EFEI A FE)) as amended,
supplemented or otherwise modified from time to time

the Securities Law of the PRC ((FF# AR HMEIFE 5 )A)) as amended,
supplemented or otherwise modified from time to time

the Articles of Association of China Merchants Securities Co., Ltd.
China Securities Regulatory Commission (FEIFESFEBEREZ B D)
the Securities and Futures Commission of Hong Kong

the Shenzhen office of the CSRC

State-owned Assets Supervision and Administration Commission of the
State Council (AR EELEBEEEZES)

the Shanghai Stock Exchange and the Shenzhen Stock Exchange

the Shanghai Stock Exchange (/8% 5 1)

the Shenzhen Stock Exchange (RYIIEH % 5 Ffr)
http://www.sse.com.cn, the website of the Shanghai Stock Exchange

China Securities Depository and Clearing Corporation Limited
The Stock Exchange of Hong Kong Limited
http://www.hkexnews.hk, the website of The Stock Exchange of Hong

Kong Limited

the National Council for Social Security Fund of the PRC (£ Bt &{R[E
EcEED)

China Merchants Securities Co., Ltd. (FBEZEHFRMH AR A 7)) and its
subsidiaries

http://www.cmschina.com, the website of China Merchants Securities
Co., Ltd.

China Merchants Group Limited (B B%EEGR A 7))

China Merchants Finance Investment Holdings Co., Ltd. (R3IT 8 &%
BERERATA)

Shenzhen Jisheng Investment Development Co., Ltd. (RIS BXI% & 3%
‘AR AT



China Merchants Securities Co., Ltd.

Chapter 1: Definitions

Common terms and expressions

“China Ocean Shipping”
“CM Steam Navigation”

“China Merchants Bank”
“CMS International”

"CMS HK"

“China Merchants
Futures”

“CMS Zhiyuan”

“CMS Investment”

"CMS Asset Management”

“Bosera Funds”

“China Merchants Fund”
“Shanghai Brilliance”

"CCXR"

“Huatai United Securities”
“Everbright Securities”
“China Galaxy"”

“Essence Securities”

“Hong Kong Listing Rules”

“Model Code”

”SFO"

“A Share(s)”

“H Share(s)”

China Ocean Shipping Co., Ltd. (FEIRFE&HBR A7)
China Merchants Steam Navigation Co., Ltd. (FE&E B AR A 7))
China Merchants Bank Co., Ltd. (B RITIR D AR A 7))

China Merchants Securities International Company Limited (8 & % &
BRER AR

China Merchants Securities (HK) Co., Limited (B & A (EFB)ER A F)
China Merchants Futures Co., Ltd. (B HIE AR A 7))

China Merchants Zhiyuan Capital Investment Co., Ltd. (FAEBUR B A&
BEHRAA)

China Merchants Securities Investment Co., Ltd. ((BEZEAREBFRE L
A)

China Merchants Securities Asset Management Co., Ltd. (BE &S EE
EEARATA)

Bosera Asset Management Co., Limited (IR E S EEHR A7)
China Merchants Fund Management Co., Ltd. (BEEESEEBR A A)

Shanghai Brilliance Credit Rating & Investors Service Co., Ltd. (/8%
HWEEHARERBERLQF)

China Chengxin Securities Rating Co., Ltd. (FHEEHTEBR A )
Huatai United Securities Co., Ltd. (ERBEEHFBRETAR])
Everbright Securities Company Limited (¢ X#&EH (0 AR A 7))
China Galaxy Securities Co., Ltd. (f BRI EFHIZ D HR A 7))
Essence Securities Co., Ltd. (Z5E &5 BER A7)

the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited as amended, supplemented or otherwise modified
from time to time

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

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

domestic share(s) in the ordinary share capital of our Company with
a nominal value of RMB1.00 each, which are listed on the SSE (stock
code: 600999)

overseas-listed foreign share(s) in the ordinary share capital of our
Company with a nominal value of RMB1.00 each, which are listed on
the The Stock Exchange of Hong Kong Limited (stock code: 6099)
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Common terms and expressions

“A Shareholder(s)” holders of A Shares

“The Reporting Period”,
“The current period”

“RMB, RMB 10,000, and Renminbi 1 Yuan, Renminbi 10,000 Yuan and Renminbi 100 million
RMB100 million” Yuan

“At the end of the
Reporting Period, at the June 30, 2019
end of the period”

from January 1, 2019 to June 30, 2019



China Merchants Securities Co., Ltd.

Chapter 2: Corporate Profile and Key Financial Indicators

I. CORPORATE INFORMATION

Abbreviation of Chinese name of the "
%_ﬁ:ﬁﬁﬂ
Company

Abbreviation CMS

General manager of the Company XIONG Jiantao

Registered Capital and Net Capital of the Company

At the end of At the end of
the Reporting Period last year

Net capital 48,173,095,234.87 52,815,746,346.60
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Business Qualifications of the Company

The Company is a member of the Securities Association of China (Membership code: 185053), Shanghai
Stock Exchange (Membership code: 0037) and Shenzhen Stock Exchange (Membership code: 000011).
Qualifications of each of the business lines are as follows:

Date of
Number Qualification Approval authority S8
approval
Market maker business of listed February
funds Shanghai Stock Exchange 5019

the Securities and Fund Institution

: o . . D b
4 Credit derivatives business Supervision Department of the ecember
2018
CSRC
hanghai | tional E t
Market maker of crude oil futures Shanghai International Energy October
Exchange 2018
August
Dealer of OTC options business Securities Association of China 5018

: . the Securities and Fund Institution
Conducting pilot cross-border

10 : Supervision Department of the April 2018
businesses
CSRC
Qualification to issue credit risk National Association of Financial January
mitigation certificates Market Institutional Investors 2017

Non-bank member of the Shanghai  the Office of the People’s Bank of ~ November
Commercial Paper Exchange China 2016
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Date of
m Qualification Approval authority
approval

Permit for conducting insurance China Insurance Regulatory Mav 2016
agency businesses Commission y
Approval for financing through

18 exercising incentive share options of ~Shenzhen Stock Exchange March 2015
listed companies
Qualification to provide payment China Securities Investor Protection

March 2015

services for customers’ funds Fund Corporation Limited

License for stock options market- CSRC January
making business 2015

Stock options trading participant on January
the Shanghai Stock Exchange 2015

Shanghai Stock Exchange

License for pilot online securities November
Securities Association of China
business 2014
lifi fl N I'E Exch
Qualification of lead manager ational Equities Exchange and June 2014

business (market-making business)  Quotations
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Date of
m Qualification Approval authority
approval

Li for OTC options tradi Feb
icense for clelenE drEiny Securities Association of China S
business 2014

Qualification for agency business of China Securities Depository and
securities pledge registration Clearing Corporation Limited

License for stock-pledged repo
business

Qualification of lead manager
36 business (recommendation and
brokerage businesses)

July 2013

Shenzhen Stock Exchange June 2013

National Equities Exchange and

March 2013
Quotations arc

License for equity total return swap the Institution Supervision January
business Department of the CSRC 2013
License for sale of financial CSRC Shenzhen Office December
products 2012

Qualification of underwriting debt
42 financing instruments of non-
financial enterprises

National Association of Financial November
Market Institutional Investors 2012
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Date of
m Qualification Approval authority
approval

Li f A
icense for margin and securities il Seauiides Fisnes €o,, 1o, ugust
refinancing 2012
License for stock repurchase the Institution Supervision
i pu ituti upervisi May 2012
business Department of the CSRC

Qualification for third-party
48 custodian services for one customer CSRC Shenzhen Office June 2011
— multiple bank services

License for direct investment the Institution Supervision August
business Department of the CSRC 2009

Type A Clearing participant of
52 China Securities Depository and
Clearing Corporation Limited

China Securities Depository and February
Clearing Corporation Limited 2008

Tier-1 dealer on the integrated
e-platform for fixed income
securities of the Shanghai Stock
Exchange

54 Shanghai Stock Exchange July 2007

Clearing participant of China
56 Securities Depository and Clearing
Corporation Limited

China Securities Depository and

March 2
Clearing Corporation Limited arch 2006

10
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e . Date of
Qualification Approval authority
approval

alification for quotation and Januar
Qualificati qu ! Securities Association of China uary
transfer business 2006

Qualification for operation of CSRC September

foreign shares business 2002

Quialification for entrusted
investment management business

Qualified member of interbank the Office of the People’s Bank of September
market China 1999

May 2002

Qualification for foreign exchange  Shenzhen office of the State October

66 ; . . )
business Administration of Foreign Exchange 1996

Qualification for proprietary trading Shenzhen Securities Administration  August
business Office 1993

68

11
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Qualifications of CMS International, a wholly-owned subsidiary of the Company, are as follows:

License for dealing in futures
contracts

License for asset management March 2010

License for advising on securities February 2009

Qualifications of China Merchants Futures, a wholly-owned subsidiary of the Company, are as follows:

License for basis trading, pricing
service

License for warehouse receipt
services

License for commodities futures
brokerage, financial futures
brokerage, futures investment
consulting, asset management

License for futures investment
consultancy

June 2014

China Futures Association April 2017

China Futures Association December 2016

CSRC August 2014

CSRC August 2011
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Member of Zhengzhou
Commodity Exchange

Clearing and Settlement Member
11 of China Financial Futures China Financial Futures Exchange  December 2007
Exchange

Qualifications of CMS Zhiyuan, a wholly-owned subsidiary of the Company, are as follows:

Zhengzhou Commodity Exchange  March 2009

Qualifications of CMS Asset Management, a wholly-owned subsidiary of the Company, are as follows:

m Qualification Approval authority Date of approval

Qualified domestic institutional
investors

CSRC January 2015

13
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CONTACT PERSONS AND CONTACT METHODS

_ Secretary to the Board Representative of Securities Affairs

Correspondence No. 111, Fuhua Yi Road, Futian Street, No. 111, Fuhua Yi Road, Futian Street,

address Futian District, Shenzhen Futian District, Shenzhen
0755-82944669 0755-82944669

_ Joint Company Secretaries

Correspondence No. 111, Fuhua Yi Road, Futian Street, 40/F, Sunlight Tower, 248 Queen’s Road
address Futian District, Shenzhen East, Wan Chai, Hong Kong

BASIC INFORMATION

Postal code of the registered address of the
Company

Postal code of the Office address of the Company 518046

Company's website http://www.cmschina.com

During the Reporting Period, the Company had
Enquiry index for changes during the Reporting no registration changes. The inquiry index is:
Period http://www.szcredit.com.cn/web/Index.aspx

(Name: China Merchants Securities Co., Ltd.)

518046
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IV. INFORMATION DISCLOSURE AND PLACE OF DOCUMENT INSPECTION

Website designated by the CSRC for publishing
this interim report

Place for inspection of the Company’s interim No. 111, Fuhua Yi Road, Futian Street, Futian
report District, Shenzhen

V. INFORMATION ON THE COMPANY'’S SHARES

Exchanges for the listing Stock Previous stock
Classes L Stock code o
of the Company’s shares abbreviation abbreviation

H Shares Hong Kong Stock Exchange CMS 6099

http://www.sse.com.cn

15
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VI. OTHER RELEVANT INFORMATION

Name Deloitte Touche Tohmatsu

International accounting firm

appointed by the Company Office address 35th Floor, One Pacific Place, 88 Queensway, Hong

Kong

Name King & Wood Mallesons

International legal adviser

appointed by the Company Office address 13/F, Gloucester Tower, The Landmark, 15 Queen’s Road

Central, Central, Hong Kong

Name Computershare Hong Kong Investor Services Limited

H Share Registrar i 17M Floor, Hopewell Centre, 183 Queen'’s Road East,
Office address :
Wanchai, Hong Kong

16
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VIl. KEY ACCOUNTING DATA AND FINANCIAL INDICATORS
() Key accounting data

Unit: RMB’000 Currency: RMB

January to January to

Key accounting data June in 2019 June in 2018 ] Change (%)

Profit attributable to shareholders of the
Company 3,502,759 1,806,617 93.89
Net cash from operating activities 7,132,020 12,072,120 -40.92

As at the

end of June As at the
2019 end of 2018 | Change (%)

Total liabilities 268,040,050 224,138,351 19.59
Total equity 82,318,925 80,792,354

17
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(1) Major financial indicators

The Reporting The
Period | Corresponding
((ETETRY Period of

Major financial indicators to June) last year

Diluted earnings per share (RMB per share) 0.4635 0.2098 120.91%

increased by
2.45 percentage
Weighted average return on net asset 4.61% 2.16% points

() Net capital and risk control indicators of the parent company

Unit: RMB  Currency: RMB

As at the end of As at the end
Items the Reporting Period of last year

Net assets value 76,182,252,556.78 75,518,016,192.53
sumof Risk Capital Provisions  19,08691556876  17,090,060,265.22
Total assets on and off balance sheet 278,560,579,419.23 251,421,719,027.43
(Riskcoverageratio (%) 25239 30904
Capital leverage ratio (%) 14.78 15.52
lquidity coverage ratio (%) 20327 27730
Net stable funding ratio (%) 158.03 159.64
Netcapitametassets(%) 6323 6994
Net capital/liabilities (%) 25.06 31.77

Value of proprietary equity securities and its
derivatives/net capital (%) 27.49 22.27

18
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I. Principal Business and Operating Models of the Company and Relevant
Industry Condition during the Reporting Period

() Principal business and operating models of the Company during the Reporting Period

Operating with a client-oriented approach, the Company (the parent company and its controlled
subsidiaries) offers diverse and comprehensive financial products and services to individual, institutional and
corporate clients, and engages in investment and trading. Its principal business lines comprise the following:

Brokerage and wealth management: the Company trades stocks, funds, bonds, futures and other
derivatives on behalf of our clients and provides them with other value-added services such as investment
consultancy, investment portfolio advisory, sales of products, account assessment and assets allocation in
return for fees and commissions. We also provide capital-based intermediary services (including margin
financing and securities lending as well as securities-backed lending and stock repurchases) to clients and
earns interest income. In addition, the Company provides investment research, sales and trading, prime
brokerage and other services for a variety of institutions such as funds and insurance companies in order to
gain fees and commissions.

Investment banking: the Company provides one-stop domestic and international investment banking
services to its corporate clients, including domestic and international equity financing, debt financing,
structured financing, over-the-counter (OTC) listing, financial advisory and other services. In return, it earns
underwriting and sponsorship fees and financial advisory fees.

Investment management: the Company provides investment management services, including collective
asset management, targeted asset management, specialized asset management, equity investment fund
management, and earns management fees and performance fees.

Investment and trading: the Company engages in proprietary trading and market-making business in
relation to equity and fixed-income securities, commodities, alternative investment and other derivatives as
well as OTC financial products to earn investment income. It also adopts advanced investment and trading
strategies and techniques for mitigating investment risks and boosting returns.

() Development of the industry and market where the Company operates during the Reporting
Period

During the Reporting Period, the average daily trading volume of stocks and funds in the SSE and the
SZSE was RMB608.741 billion, representing a year-on-year increase of 32.20%; the SSE Composite Index
increased by 19.45% and the SZSE Component Index increased by 26.78%; the CSI 300 and the ChiNext
Index both recorded an increase of 27.07% and 20.87 %, respectively; the ChinaBond Composite Index-Total
Return Index (Total Value) rose by 1.82%. The financing through IPO of shares amounted to RMB61.157
billion, representing a year-on-year decrease of 33.67%. The re-financing issuance (excluding share issuance
for asset acquisition) amounted to RMB245.339 billion, representing a year-on-year decrease of 28.53%.
The issuance of bonds (excluding inter-bank deposit certificates) totalled RMB13.25 trillion, representing a
year-on-year increase of 37.29%. As at the end of the Reporting Period, the balance of margin financing
and securities lending on the SSE and the SZSE amounted to RMB910.8 billion, representing an increase of
20.52% as compared with the end of 2018. The balance of securities-backed lending of securities companies
reached RMB526.767 billion, representing a decrease of 14.78% as compared with the end of 2018.

According to the statistics of the Securities Association of China, during the Reporting Period, the
industry earned a total income of RMB178.741 billion, representing a year-on-year increase of 41.22%. The
net profit amounted to RMB66.662 billion, representing a year-on-year increase of 102.86%. As at the end
of the Reporting Period, the total assets of the securities industry amounted to RMB7.10 trillion, representing
an increase of 13.56% as compared to the end of 2018. The net assets amounted to RMB1.96 trillion,
representing an increase of 3.51% as compared to the end of 2018. Net capital amounted to RMB1.62 trillion,
representing an increase of 2.70% as compared to the end of 2018.
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Il. Analysis of Core Competitiveness during the Reporting Period
() Market Position of the Company

During the Reporting Period, according to statistics from the Securities Association of China and Asset
Management Association of China, in terms of net income from agency trading (including leasing of trading
seats) and net income from client asset management, the Company ranked seventh and eighth, respectively.
As at the end of the Reporting Period, in terms of balance of margin financing and securities lending, balance
of securities-backed lending, and the scale of AUM, the Company ranked sixth, eighth and fifth, respectively.
According to the statistics from Wind, the Company ranked ninth in terms of the lead underwriting amount
of equity in China (excluding share issuance for asset acquisition), and ranked fourth in terms of the amount
of bond underwritten (of which, the Company ranked first in terms of the amount of ABS underwritten).
According to the statistics from the Asset Management Association of China and Wind, the Company ranked
first in terms of number of private funds product under custody in the market and ranked first in terms of
number of public funds under custody in the broker industry. According to the statistics from Bloomberg,
the Company ranked twelfth in terms of the amount of equity underwritten in Hong Kong market, of which,
ranked fourth in terms of the amount of IPO underwritten.

() Analysis of the Company’s Competitiveness

The Company, under the control of China Merchants Group, is the largest securities firm of the SASAC.
Over years of development, the Company has built up some significant competitive advantages. First, the
Company sustains stable operations. It has been granted the highest “AA" rating for securities firms by the
CSRC for 12 consecutive years, which represents a strong pillar for the Company to rely on when seeking
regulatory policy support, seizing significant opportunities for new pilot projects, making responses to the
volatile capital market and facing peer competition. Second, a full-service platform and a whole industrial
chain with competitive service capability, a relatively balanced business structure, no significant business
shortcomings and overall solid development foundation will help the Company develop the business with its
own features, differentiate its edges and facilitate the provision of one-stop services to customers, thereby
paving a sound foundation for development. Third, the brokerage business of Company has solid foundation
and increasingly strengthened competitiveness. It has strong capability in providing comprehensive services to
institutional clients and maintains stable performance in respect of providing whole industry chain services to
corporate clients. It also stands out in certain business segments. Fourth, the Company has the strong brand
name of “China Merchants” and shareholders background as well as good reputation in the market.
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I. Operation Discussion and Analysis

During the first half of 2019, while the global economy showed a downturn, China’s economy was still
operating within a reasonable range, carrying on its general stable and progressive development momentum
with a year-on-year increase in GDP of 6.3%. Meanwhile, the uncertainties brought by the Sino-US trade
dispute remained in existence. During the first half of the year, as there were considerable fluctuations in the
securities market and increasingly heated competition in the industry, brokers were actively engaged in equity
financing, mergers, acquisitions and restructuring. Regulators further confirmed that, as the capital market
played a leading role in financial operation, a well-regulated, transparent, open, dynamic and resilient capital
market should be built and the opening up should be facilitated.

2019 is a kick-off year for our new five-year reformative strategies. During the first half of the year, faced
with an ever-changing operation situation, the Company adhered to the implementation of its reformative
strategies, and made relatively satisfactory results in respects of profitability, reform, as well as stable
operations, forming a good start for the new five-year reformative strategies. First, our operating results
recorded a significant increase. During the Reporting Period, the Company’s total revenue and other income
and net profit attributable to the shareholders of the parent Company on a combined basis amounted to
RMB11.765 billion and RMB3.503 billion, representing a year-on-year significant increase of 41.78% and
93.89%, respectively; and its ROE was 4.61%. Second, we had made steady progress in transformation
and reform. During the first half of the year, with the aim of improving quality and efficiency, the Company
leveraged the opportunity of the State-owned Enterprise Reform “Double-hundred Action” by focusing on
top-level planning and putting efforts into mechanism change and made significant progress in respect of key
matters such as the establishment of the mechanism of “staff can get in and out; cadre can go up and down;
salary can be high and low”, technological innovation, data governance and process reengineering. Third,
the Company remained stable operations. During the first half of the year, there was no significant event
regarding risk compliance throughout the year and all losses resulting from risks were controlled at a relatively
low level. In July 2019, the Company was granted the “AA” grade under A Class of regulatory rating by the
CSRC for 12 consecutive years.

Il. Operating Results of Major Businesses for the Reporting Period
() Analysis of principal businesses
The Company offers comprehensive financial products and services to individual, institutional and

corporate clients. The Company mainly operates in four business lines, namely brokerage and wealth
management, investment banking, investment management, and investment and trading.
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1. Brokerage and wealth management business

The brokerage and wealth management business of the Company mainly includes retail brokerage and
wealth management, capital-based intermediary business and institutional client services.

In the first half of 2019, in order to promote the mutual sharing of customers and resources and to
optimize the profit model, the Company made adjustment to its organizational structure and merged its
institutional business department with the retail brokerage department, and established a new wealth
management and institutional business department, which strongly supported the Company’s strategic
objective of building institutional and wealth management featured business, and whose objective was to
meet the challenges brought by the decline in market commission rates and the transformation of brokerage
business.

(1) Retail brokerage and wealth management

In the first half of 2019, the one-way transaction volume of stocks and funds in the A share market
amounted to RMB71.83 trillion, representing a year-on-year increase of 31.09%. The average net commission
rate of the industry decreased by 6.89% year-on-year to 0.309%., which showed a continuous downward
trend, over previous years though at much narrower margin.

During the Reporting Period, the Company’s market share of stocks and funds trading volume and net
revenue from agency trading were 4.14% and 4.36%, respectively, both of which represented an increase
as compared with the end of 2018. The Company seized the opportunity of market recovery and continued
to expand the scale of new accounts through online promotion and offline channel cooperation. In the first
half of 2019, the Company has opened 813.5 thousand new accounts, representing a year-on-year increase
of 9.81% and the number of eligible accounts were 11.3394 million, representing a year-on-year increase of
19.65%. With a customer-oriented philosophy, the Company has improved the intelligent and characteristic
service capabilities of Zhiyuan Yi Hu Tong APP (& —F i), and improved the customer service response
speed and customer service quality through better customer service closed-loop operation system. At the
same time, the Company continued to promote the digital marketing system. As of the end of June 2019, the
number of monthly active users of the Company’s Zhiyuan Yi Hu Tong APP increased by 25% year-on-year.

The Company accelerated the pace of wealth management transformation and provided special services.
The Company increased the marketing propaganda of transactional wealth management plan and continued
to optimize the package service content. In the context of fierce competition in the industry commissions, the
number of clients of wealth management increased by 2.98% year-on-year to 2.6728 million accounts. In
respect of non-trading wealth management, the Company strengthened its ability for product screening and
allocation. Through technological empowerment, the Company enhanced the precision marketing of products
as well as improved the management and service efficiency of the wealth advisory team, so as to satisfy the
diversified requirements of asset allocation. In the first half of 2019, the sales of wealth management products
amounted to RMB464.209 billion, representing a year-on-year increase of 9.6%, and the net revenue from
the agency sales of financial products amounted to RMB87.81 million, ranking 4th in the industry.
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The Company maintained strong market position in brokerage businesses of stock options. The
Company was awarded “Top 10 options Broker” for the second session by the Shanghai Stock Exchange
(SSE). As of the end of June 2019, the Company ranked No. 1 in terms of market share of accounts opening
of brokerage stock options, which accounted for 8.87%. In the first half of 2019, the Company’s brokerage
stock options recorded a turnover of 12.3491 million contracts, a year-on-year increase of 179.75%.

In respect of futures brokerage, the market share of crude oil futures achieved a significant year-on-year
increase of 193%. China Merchants Futures has been awarded AA rating under A Class in the futures industry
for 6 consecutive years and ranked top 10 in terms of regulatory rating of the industry.

Major operational data of retail brokerage and wealth management business of the Company

As of the first | As of the first
Operating indicators half of 2019 half of 2018 Change

Transaction volume of stocks and funds 59,506.70 42,861.03 38.84%
(unit: RMB 100 million)

Market share of the trading volume of 4.14% 3.91% Increased by

stocks and funds 0.23
percentage

point

Ranking in terms of net revenue from 7th 7th —

agency securities trading

Number of eligible accounts (unit: 10,000) 1,133.94 947.68 19.65%

(note 1)

Number of new accounts opened in the year 81.35 74.08 9.81%

(unit 10,000)

Number of branches (note 2) 258 243 Increased by
15 branches

Trading volume under Southbound Trading 594.87 848.96 -29.93%

(unit: RMB100 million)

Number of wealth management advisors 854 845 1.07%

Number of accumulated clients under wealth 267.28 259.55 2.98%

management plans (unit: 10,000)

Transaction volume under clients of wealth 9,540.99 7,784.30 22.57%
management plans (unit: RMB100 million)

Total sales of wealth management products 4,642.09 4,235.42 9.6%
(unit: RMB100 million)

Net revenue from the agency sales of 8,781 9,028 -2.74%
financial products (unit: RMB10,000)

Source: SSE and SZSE, Securities Association of China, and internal statistics of the Company
Note: 1. Eligible accounts refer to capital accounts which are not dormant or unqualified

2. By the end of the Reporting Period, the Company had 258 branches in operation and another 1
branch under construction.
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(2) Capital-based intermediary services

The capital-based intermediary services of the Company mainly include the business of margin financing
and securities lending, securities-backed lending, and stock repurchases.

In the first half of 2019, the main index of A shares increased significantly, and customer transactions
and financing activities increased. The balance of market margin financing and securities lending increased
from RMB755.7 billion at the end of 2018 to a maximum level of RMB991.5 billion in April 2019. In May
2019, with the adjustment of the A share market, the balance of margin financing and securities lending
gradually fell back to RMB910.8 billion, an increase of 20.52% as compared with the end of 2018. As the
stock price climbed and the market’s bail-out projects gradually landed, the risk of stock pledge business was
initially eased, and the overall performance guarantee level of the stock pledge business in Shenzhen and
Shanghai markets increased significantly. In addition, the scale of the overall market stock pledge business
continued to decline, and the number of companies with high pledged share decreased.

The Company paid close attention to the changes in the market environment and adjusted its business
focus in a timely manner. With the gradual release of market risks at the beginning of the year and the
continuous improvement of the policy environment, the risk of capital intermediary business has been
gradually easing. The Company strengthened on-site training and policy promotion of branches, emphasizing
the compliance of bottom line; at the same time, through the adjustment of credit policies, the optimization
of the approval process, and the increase of diversified marketing services, the Company comprehensively
expanded the margin financing and securities lending business and competed for high-quality stock pledge
projects. During the Reporting Period, based on the consideration of active risk management, the Company
appropriately compressed the scale of large-value stock pledge projects.

As of the end of June 2019, the balance of margin financing and securities lending of the Company was
RMB46.141 billion, with an increase of 19.29% from the end of 2018, and the maintenance coverage ratio
was 301.07%. The ending balance of stock pledge to be repurchased amounted to RMB29.914 billion and the
overall collateral coverage ratio was 277.70%, of which contribution from self-owned capital was RMB17.729
billion and the overall collateral coverage ratio was 339.94%. The overall risk exposure of the capital-based
intermediary services is sound.

Capital-based intermediary business of the Company

As of the end

of first half As of the
Operating indicators of 2019 end of 2018 Change

Balance of margin financing and

securities lending (unit: RMB100 million) 461.41 386.81 19.29%
Market share of margin financing and decreased by 0.06
securities lending 5.06% 5.12%  percentage point

Outstanding balance of securities-backed
lending and stock repurchases
(unit: RMB100 million) 299.14 388.07 -22.92%

Source: SSE and SZSE and internal statistics of the Company
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(3) Institutional client services

The Company has established an integrated prime brokerage services system with investment research,
trading and custody service as basic businesses and product sale, margin financing and securities lending,
market making, operational outsourcing, funds hatching as value-added services, which provides institutional
clients with one-stop solutions.

@

Institutional sales and research

In the first half of 2019, the core competitiveness of the Company’s institutional business
continued to be enhanced. The Company continued to improve the research service abilities
for mutual funds and insurance assets management companies, promoted the diversification of
research resources, and optimized the service quality for core customers. The Company also closely
integrated the Company’'s wealth management transformation, increased coordination, fully
tapped the marketing potential of the branches, and enhanced the Company’s fund sales ability.
During the Reporting Period, the Company won the “2018 Best Fund Sales Brokerage Award” in
China Mutual Fund Yinghua Award held by China Fund.

During the Reporting Period, the Company actively carried out research business transformation.
Based on solid research and provision of various forms of customer service, the Company continued
to build a brand of CMS wealth management in collaboration with retail business and asset
management business, and continued to promote investment research intelligence and effectively
support core business strategy transformation. A share research covered macroeconomic analysis,
investment strategy, industry sector and company research, fixed-income products and derivatives,
etc.. As of the end of June 2019, the Company’s stock research involved a total of 1,286 listed
companies in 18 categories and 72 major categories of CSRC Industrial Classification System,
covering 87% of the total market capitalization of CSI 300 Index constituent stocks and 80% of
the total market capitalization of ChiNext Index constituent stocks. The Company takes the leading
positions in the research of a wide variety of areas, including food and beverage, environmental
protection, paper making and light industry, electronic household appliances, communications,
media, macro-economy, electronics, automobiles, electric devices, as well as new energy, military
industry, small and mid-cap, fixed income, coal, petrochemical, finance, real estates, etc..
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@

Prime brokerage

The Company’s prime brokerage business provides one-stop financial services to institutional
investors. The Company continues to exert its competitive edge with strong overall strength,
balanced business and outstanding features, providing high-quality integrated financial services
to institutional clients such as private funds, trust companies and wealth management subsidiary
companies of banks.

During the Reporting Period, the Company continuously improved the construction of institutional
customer integrated trading platform, integrated service platform and collaborative management
platform, in order to provide customers with professional systems and transaction services and
enhance customer stickiness. The Company’s “Geetek Institutional Transaction Service Platform”
has formed a full asset investment transaction support, a fast trading channel, and an open
strategic trading service capability, and has built a comprehensive external access service capability.
In terms of research services, we implemented refined management of roadshow services to meet
the individual needs of customers and enhance the special investment research services. In terms of
capital introduction, the Company continued to cooperate with excellent private funds in product
selling, gave full play to the network coverage advantages of commercial banks and independent
wealth management institutions, introduced external channel funds for high-quality private equity
products, and actively carried out incubation and investment business. According to customer
needs and market environment changes, the Company created personalized products for private
fund managers to meet the comprehensive service needs of customers.

Custody and outsourcing

In the first half of 2019, the overall regulatory environment of the asset management industry
continued to be stricter, and supply-side reforms were deepened, which had a greater impact
on the scale of custody and outsourcing. Meanwhile, the market was fluctuating, the number
and scale growth of products in the asset management industry were weak, and the short-term
development of the industry faced certain uncertainties. In the future, the asset management
business will return to the path of active management and more asset products will be transformed
to NAV based to achieve sound and high quality development.

As of June 30, 2019, the AUM of mutual funds and private funds totalled RMB13.46 trillion and
RMB13.28 trillion, increased 3.3% and 3.9% as compared with the end of 2018 respectively, and
the compound growth rate of the mutual funds and private funds were 15.8% and 46.7% from
2016 to 2018. At the same time, the private fund industry continued to open to the outside world.
In the first half of 2019, 16 well-known WFOEs were successfully registered as managers of private
equity investment funds. In addition, the establishment of bank wealth management subsidiaries
also brought new business opportunities.
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During the Reporting Period, the Company’s custody and outsourcing business explored the
transformation of integrated financial services. By improving the quality and efficiency of services
through financial technology, actively expanding the scope of fund outsourcing services, and
providing value-added services for investment research through the modelling and development of
big data financial engineering, the custody and outsourcing business achieved stable growth rate.
As of the end of June 2019, the Company had 19,206 custody and outsourcing products (including
the products of asset management subsidiaries) with a total value of RMB2.076967 trillion,
representing an increase of 4.01% and 4.91% as compared with the end of 2018 respectively. The
Company launched a series of marketing activities for key customers such as large-scale private
funds, WFOE, mutual funds and bank wealth management, and maintained a dominant position
amid the fierce market competition. According to the Asset Management Association of China and
Wind Info., in the first half of 2019, both the number of private fund products under custody as
well as the number of WFOE products under custody and outsourcing and the number of WFOE
fund managers served by us ranked first in the industry; the number of mutual funds under custody
ranked first in the broker industry.

2. Investment banking business

Investment banking businesses of the Company include equity underwriting, debt underwriting,
financial advisory, and OTC investment banking businesses.

In the first half of 2019, the Company established an investment banking business synergy committee
to integrate resources from the Company to serve corporate customers and better promote the coordinated
development of investment banking business.

(1) Equity underwriting

In the first half of 2019, the A share equity financing market continued its downward trend of 2018.
According to Wind statistics (using issuance dates as statistics caliber), the total equity financing in the
A share market was RMB306.496 billion (excluding share issuance for asset acquisition), representing a year-
on-year decrease of 29.62%. The IPOs remained normalized, the rate of approval increased from 65.29% in
2018 to 84.75% during the Reporting Period (excluding cancellation of approval and suspension of voting).
In the first half of 2019, the number of IPOs was 64 and the proceeds from IPOs were RMB61.157 billion,
representing a year-on-year decrease of 33.67%. Affected by the continued shrinking of the size of the stock
issuance business, the scale of refinancing (excluding share issuance for asset acquisition) was RMB245.339
billion, representing a year-on-year decrease of 28.53%, but the growth of convertible bonds business was
outstanding, with a scale of RMB154.246 billion and a significant year-on-year increase of 369.88%. In
addition, the STAR Market had been quickly promoted and was launched on June 13, 2019. The STAR Market
will lead the Chinese capital market to a new journey of comprehensive deepening reforms. As of the end of
June 2019, 141 companies had applied for listing on the STAR Market.
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During the Reporting Period, the Company seized the business opportunity of the STAR Market, and
enhanced the advantages of the IPO business. According to the positioning and requirements of the STAR
Market, the Company focused on high-quality science and technology innovation enterprises related to
the “hard technology” such as electronic information technology, biomedicine, high-end equipment and
new materials, and carried out continuous precision marketing to accelerate the application progress of
projects on the STAR Market. The Company also vigorously promoted the specialization of industry sector
and established 9 industry departments to improve the professional service capabilities; accordingly, the
company implemented customer list and comprehensive performance appraisal system. In addition, the
Company enhanced the marketing service capabilities for important customers. During the Reporting Period,
the Company completed a series of market-influential projects, including the re-listing of China Merchants
Nanjing Tanker Corporation (the first re-listing project in the A share market), and the first brokerage IPO
listing project in the Tibet Autonomous Region (the IPO of Hualin Securities). In addition, the Company
completed certain large-scale financing projects such as the IPO of Qingdao Rural Commercial Bank Co., Ltd.
and the convertible bonds of China Merchants Expressway Network & Technology Holdings Co., Ltd.

According to Wind statistics (as of the date of issue), the Company ranked ninth in the industry in terms
of the amount of A-Share underwritten (excluding share issuance for asset acquisition, and the same below).
The Company ranked fifth in terms of the number of A-Share lead underwriting projects, up by 4 positions
from 2018. The Company ranked both third among the industry in terms of the amount and the number
of IPO underwriting projects, up by 2 and 1 positions from last year. In terms of the number of refinancing
underwritten, the Company ranked 6th among the industry, According to the CSRC and SSE, as of the end
of June, the number of IPO projects pending approval was 23 (including approved projects to be offered),
ranking sixth among the industry. The number of projects under review by the STAR Market was 8 (including
those projects approved to be offered by the Listing Committee of the STAR Market of SSE), ranking fifth in
the industry. In 2019, the Company won many honors such as the third place of “Best Investment Bank in the
Mainland” in the 12th New Fortune selection.

Amount of equity and number of companies underwritten by the Company

First half of 2019 First half of 2018

Lead Lead Year-on-year

underwriting underwriting change in lead

amount Number of amount Number of underwriting

Item (RMB100 million) projects | (RMB100 million) projects amount (%)
A Share IPO 44.79 5 32.59 4 37.43
A Share refinancing 41.95 6 86.24 6 -51.36

Total 86.74 1 118.83 10 -27.00

Source: Statistics from Wind, as of the date of issue

Note: Refinancing excludes share issuance for asset acquisition
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(2) Debt underwriting

Since 2019, in the context of the global economic slowdown, the domestic fundamentals continued to
decline while showing strong growth resilience, and the bond market interest rate fluctuated and returned
to the low level at the beginning of the year. From January to April 2019, the domestic fundamentals
showed signs of marginal warming, and the policy focus returned to the supply-side structural reform. The
bond market interest rate fluctuated upwards. Since May 2019, due to Sino-US trade friction and liquidity
stratification, the central bank maintained a sound monetary policy, the overall liquidity was loose, and the
bond market interest rate returned to the low level at the beginning of the year. In the first half of 2019, the
financing size of the domestic bond market increased as a whole. The issuance of domestic bonds (excluding
inter-bank deposit certificates) amounted to a total of RMB13.25 trillion, representing a year-on-year increase
of 37.29%, of which, the issuance of credit bonds (excluding government bonds, local government bonds,
inter-bank deposit certificates and financial bonds issued by policy banks) totaled RMB6.46 trillion, up
36.65% over last year. Financial bonds, corporate bonds, enterprise bonds, inter-bank market debt financing
instruments (including commercial papers, medium-term notes and PPN) and asset-backed securities all
maintained relatively strong growth momentum.

During the Reporting Period, by fortifying its professional team, and continuous consolidation of
the market position of quality products such as ABS, the Company continued to maintain strong market
competitiveness in bond underwriting business. According to Wind, its amount of bonds underwritten
(including debt securities issued as a principal) in the first half of the year amounted to RMB200.687 billion,
representing a year-on-year increase of 18.52% and ranked the 4th among the industry. its amount of ABS
underwritten amounted to RMB102.109 billion, representing a year-on-year increase of 14.60% and ranked
the 1st with market share of 13.97%. On the basis of maintaining the advantages of the traditional bond
underwriting business, the Company continued to strengthen business innovation, and continued to actively
respond to the The Belt and Road Initiative proposed by the state, while promoting the “Internationalization”
of RMB bonds and helping the domestic bond market to further open to the outside world.

In the first half of 2019, the Company successfully issued a number of influential products. For example,
the Company independently underwrote GLP China Holdings Limited “Belt and Road"” corporate bonds. The
Company completed the first domestic non-performing asset securitization product that was introduced to
foreign investors — “Hecui 2019 Phase | Non- performing Aasset-Backed Securities”; the first credit asset-
backed securities project of urban commercial bank in the domestic market introducing the overseas investors
through “Bond Connect”— “Hangying 2019 Phase | Residential Mortgage Backed Securities”; the first retail
asset securitization project in the domestic market with the approval of “green certification” — “Hexin 2019
Phase | Car Installment Loan Asset-backed Securities”. The Company won the “Annual Outstanding Agency
Award” in “2018 China Asset Securitization Annual Award” of the China Securitization Forum and won the
awards of SSE such as “Company Bond Excellent Underwriter in 2018” and “Company Bond Comprehensive
Innovation Award in 2018".
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Amount and the Number of Bonds Underwritten by the Company

First half of 2019 First half of 2018

Lead Lead Year-on-year

underwriting Number of underwriting Number of change in lead

amount issuance amount issuance underwriting

Item (RMB100 million) (tranche) | (RMB100 million) (tranche) amount (%)
Enterprise bonds 10.00 1 9.00 1 11.11
Corporate bonds 243.90 42 253.48 40 -3.78
Financial bonds 584.92 29 427.70 17 36.76
Commercial paper 22.35 7 17.11 6 30.63
Medium-term notes 40.96 13 31.15 6 31.49
Private placement notes 39.75 16 32.90 10 20.82
Exchangeable bonds 30.00 1 28.57 1 5.01
Asset-backed securities 1,021.09 162 891.02 108 14.60
Others 13.90 2.40 479.17

Source: Wind info

Note: Including debt securities issued as a principal; others included municipal bonds, international
institutional bonds and government-backed institutional bonds.

(3) Financial advisory

In the first half of 2019, although the M&A regulatory policy was loosened and the M&A payment
methods were further enriched, due to the increase in uncertainty within and outside the domestic
environment, the M&A market as a whole weakened, and the scale of cross-border M&A also declined
significantly. According to Wind, in the first half of 2019, the amount of transactions announced by the
Chinese M&A market (including inbound and outbound M&A) was RMB1.07 trillion, representing a year-on-
year decrease of 16.31%; the number of transactions was 4,858, representing a year-on-year decrease of
12.37%; and the amount and number of transactions completed on the Chinese M&A market were RMB0.88
trillion and 4,330 respectively, representing a year-on- year decrease of 16.47% and increase of 3.00%,
respectively.
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During the Reporting Period, the Company actively responded to the unfavorable environment of the
M&A market, adhered to the principal of service for the real economy, closely focused on the economic
restructuring and upgrading and the opportunity of state-owned enterprise reform. At the same time, the
Company fully integrated with the China Merchants Group on the collaboration between industrial and
financial companies and collaboration between financial companies, and carried out related work deployment
and promoted the orderly completion of the project. According to Wind, the total M&A transaction amount as
disclosed by the Company was RMB41.043 billion, ranking 5th in the industry, up by 3 positions compared to
2018. The number of M&A transaction as disclosed was 5, ranking 9th in the industry. The projects completed
by the Company with great market influence include the listing of A share of Sinotrans Limited by conversion
of its shares and merging with Sinotrans Air Transportation Development Corporation Limited.

(4) OTC investment banking business

In the first half of 2019, due to unclear policy expectations and continued liquidity dilemma, the
willingness of companies to list on the National Equities Exchange and Quotations (NEEQ) fell significantly.
The launch of the STAR Market exhibit more attractions to the high-quality companies, listed or unlisted than
the NEEQ. High-quality listing projects of the NEEQ delisted in succession caused growth outlook jitters, which
further affect the subsequent business. According to the statics from the NEEQ, as of the end of June 2019,
the number of listed enterprises in the market was 9,921, representing a decrease of 770 as compared to
the beginning of 2019; the amount and number of fund raised by newly listed companies on the NEEQ were
continuing to decrease.

During the Reporting Period, the Company continued to pay attention to market changes and strictly
control business risks, actively adapted to the environment and adjust our strategy. The OTC business
achieved healthy and orderly operation. As of the end of June 2019, the Company provided continuing
supervision service to a total of 299 enterprises, and ranked the 7th among the industry. In the first half
of 2019, the Company handled 16 NEEQ stock issuance projects, and the total fund raising amount was
RMB1.96 billion, and ranked the third among the industry.

3. Investment management business

The Company engages in securities asset management business and private equity fund management
business through its wholly-owned subsidiaries, CMS Asset Management and CMS Zhiyuan, respectively. The
Company engages in fund management business through its associates Bosera Funds and China Merchants
Fund.
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(1) Asset management

In the first half of 2019, with the implementation of the new regulations on asset management and
the promulgation and implementation of the corresponding rules, the asset management industry officially
ushered in a new transformation and reconstruction era. In the context of the overall “channeling”, the
brokerage asset management also began to transform. As of the end of June 2019, the AUM of the brokerage
asset management industry amounted to RMB13.59 trillion, representing a decrease of 3.68% as compared
with the end of 2018; the net income of the brokerage asset management industry in the first half of the year
was RMB12.7 billion, representing a year-on-year decrease of 8.32%.

In the first half of 2019, within the policy framework of the new regulations on asset management,
the brokerage asset management business continued to transform into active management. During the
Reporting Period, CMS Asset Management adhered to the building of its core abilities of active management,
and prospectively grabbed the market opportunity of the STAR Market, and launched the first batch of IPO
products in the industry and the products be sold well. The Company also improved the star FOF product
and actively deployed various types of fixed income NAV based products and the number and scale of new
products increased significantly year-on-year. As at the end of the Reporting Period, the assets managed by
the Company totalled RMB634.755 billion, ranking 5h in the industry. The assets under active management
of the Company (excluding ABS) amounted to RMB151.309 billion.

AUM and net revenue of asset management business of the Company

Net revenue of
AUM asset management
(RMB100 million) (RMB100 million)

For the first As of the For the first For the first
half of 2019 end of 2018 half of 2019 half of 2018

management 927.57 1,317.75 3.62 4.35

Collective asset

Targeted asset
management 4,853.83 5,249.80 0.99 1.07

Specialized asset
management 566.15 567.10 0.06

Source: Internal statistics of the Company
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(2) Private equity funds

In the first half of 2019, China‘s private equity industry entered into an adjustment period, bringing
transformative developments to the capital market. The launch of the STAR Market added more diversity
to the exit channels and set off a wave of investment in innovative technology enterprises. On the other
hand, Sino-US trade friction brought greater uncertainty to China’s economy, causing a negative impact
on its private equity industry. According to statistics of Zero2IPO Group, in the first half of 2019, the total
size of newly-raised equity funds in China was about RMB 573 billion, representing a year-on-year decrease
of 19.4%. There were 3,592 investment cases made, totaling RMB261.1 billion, representing year-on-year
decreases of 39.1% and 58.5% respectively. Compared to the first half of 2018, the number of successful exit
cases dropped by 33.6%. Among the 831 exits, 471 were IPOs, accounting 60% of the total, and their return
rates were narrowing.

During the Reporting Period, CMS Zhiyuan formulated its future development strategies, including
consolidating the current fund-raising system, encouraging the setups of characteristic funds, deepening
the exploration of investment opportunities, strengthening project quality control, optimizing business
processes, improving operation efficiency, realizing multi-channel exits of investment projects and improving
cooperation within the China Merchants system. In the first half of 2019, CMS Zhiyuan achieved investment
indications for the following funds: the Shenzhen-Hong Kong Fund, the Science and Technology Innovation
Board Fund, the Logistics Fund and the TMT Fund Il. Meanwhile, CMS Zhiyuan fully embraced the resources
of China Merchant Securities, in finding investment opportunities in industries related to high-end
manufacturing, biotechnology and consumption. As of the end of June 2019, the accumulated AUM of CMS
Zhiyuan exceeded RMB 21 billion, and its accumulated investment amount exceeded RMB 10 billion.

(3) Fund management
@ Bosera Funds

The Company holds 49% of the equity of Bosera Funds.

In the first half of 2019, Bosera Funds fully implemented the working principles of “leading by
innovation, embracing changes, clinging to targets and striving for superiority”, and spared no efforts to
make progress through benchmarking itself against peers and seeking innovation. As a result, all of its works
had been completed in a high-quality manner. The Company achieved stable growth in asset management
scale, improved investment and research mechanism, recorded significant improvement in investment
performance and realized constant improvement in market competitiveness. As at the end of the Reporting
Period, the AUM of Bosera Funds was RMB934.5 billion (excluding the assets managed by subsidiaries), of
which assets managed under mutual funds (excluding feeder funds) was RMB566.5 billion. Such results
maintained its top position in the industry. According to the data from Wind, Bosera Funds ranked second in
the industry in terms of AUM of non-monetary mutual funds, as of the end of June 2019.
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@ China Merchants Fund

The Company holds 45% of the equity of China Merchants Fund.

In the first half of 2019, China Merchants Fund adhered to the principle of “emphasizing the main
business, compliance, innovation and stability”, aiming to increase the position of equity products while
maintaining the advantages of fixed-income products, and constantly reinforce the core position of the
mutual funds business. Both of its pension business and multi-asset allocation business had developed
steadily, and the active investment business had also achieved good results. In addition, it had always been
customer-oriented and tried to realize the synergy between the retail business, institutional business and
online finance business. Its international business made breakthrough and the plans on Fintec were steadily
implemented. China Merchants Fund adhered to the bottom line of risk-control and compliance, so as to
ensure the Company’s sustained and steady development. As at the end of the Reporting Period, the AUM of
China Merchants Fund was RMB520.0 billion (excluding the assets managed by subsidiaries), of which assets
managed under mutual funds (excluding feeder funds) was RMB385.6 billion. According to the data from
Wind, China Merchants Fund ranked 8th in the industry in terms of AUM of non-monetary mutual funds, as
of the end of June 2019.

4. Investment and trading business

Investment and trading business includes the investment and trading of equity and fixed-income
securities and other financial products.

In the first half of 2019, the SSE Composite Index rose by 19.45% from the beginning of the year, and
all major indices in the A share market climbed in the first quarter with better-than-expected performance.
The A share market suffered a general weakness in the second quarter, showing structural differentiation
during the fluctuations. In the same period, through sound monetary policies and credit expansion policies,
China managed to address the credit crunch issue of the year of 2018 to a certain extent. The growth rate of
social financing and infrastructure investments had become stable, and the real estate investments grew at a
faster speed. However, since the second quarter, the economic growth had once again slowed down, and the
downward pressure on the economy was still relatively large.

In the first half of 2019, the Company established the department of financial market investments,
through which, the Company conducted resource allocation, investment decision-making and risk
management in a uniform approach. The stability of the overall investment performance had been continually
enhanced.
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(1) Equity investment

During the Reporting Period, the Company’s directional business focused on range trading on the basis
of stable asset allocation, continuously increased efforts in the investment research, enhanced the position
management, and ensured investment security and revenue stability through the allocation of mutual funds
and hedging strategies. By seizing the structural opportunities, the Company’s directional business had
achieved good results.

The Company actively engaged in market-neutral investment business by adopting quantifying and
hedging approaches and leveraged on our abundant strategies, in order to gain more-than-expected return
steadily with low-risk exposure. Our major businesses includes market-making for funds, market-making for
exchange-traded options and trading of OTC derivatives. The Company’s market-making for funds business
continued to expand its business scale. The Company continually optimized the market-making strategies and
systems for the market-making for exchange-traded options to enhance the market competitiveness of our
quotes. The OTC option business actively expanded its business channels and innovated its business model. In
the first half of 2019, the Company obtained the market-making qualification for the corn options from the
Dalian Commodity Exchange and the market-making qualification for the cotton options from the Zhengzhou
Commodity Exchange, and also obtained the market-making qualification for the sugar and cotton futures
from the Zhengzhou Commodity Exchange.

(2) FICC

During the Reporting Period, in respect of the proprietary fixed income trading business, the Company
strengthened macroeconomic research and market analysis, actively captured investment opportunities,
and steadily directional trading. It also vigorously developed arbitrage strategies, enhanced the capability of
liquidity management and strengthened the construction of information systems, so as to steadily expand
the investment scale. By establishing a more comprehensive investment system, the Company increased
its investment returns with multi-dimensional strategies. In the first half of the year, the investment yield
rate of the Company’s bonds outshone that of the ChinaBond Composite IndexTotal Return Index and
performed comparatively well in the midst of a complicated business environment. While growing the
existing businesses, the Company has also proactively prepared for and facilitated the rapid development of
innovative business. In the first half of the year, the bond market-making business ranked 11th among the
55 market-making institutions in terms of the average daily domestic market-making volume, and the market
influence was steadily improved. The overseas Bond Connect business was advancing steadily. In May 2019,
the Company became one of the first batches of 8 treasury bond futures market makers in the market. The
Company continuously expands the business scale of commodity investment to diversify its business, and is
actively applying for sale and settlement of foreign exchange business qualification. In February 2019, the
Company was awarded the “2018 Inter-bank Marke