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CITIC SECURITIES

IMPORTANT NOTICE

The Board and the Supervisory Committee and the Directors, Supervisors and Senior Management
warrant the truthfulness, accuracy and completeness of contents of this report and that there is no
false representation, misleading statement contained herein or material omission from this report, for
which they will assume joint and several liabilities.

This report was considered and approved at the Fourth Meeting of the Seventh Session of the Board.
All Directors attended this meeting of the Board. No Director raised any objection to this report.

The Company’s domestic and international financial statements for the year were audited by
PricewaterhouseCoopers Zhong Tian LLP and PricewaterhouseCoopers, respectively. Auditor’s
reports with unqualified audit opinions were issued accordingly.

Mr. ZHANG Youjun, head of the Company, Mr. LI Jiong, the Chief Financial Officer, and Mr. SHI
Benliang, head of the Company’s accounting department, warrant that the financial statements set out
in this report are true, accurate and complete.

The Company’s 2019 profit distribution plan as considered and approved by the Board is to distribute
a cash dividend of RMB5.00 (tax inclusive) for every 10 shares. This proposal is subject to the approval
by the general meeting of the Company.

Forward looking statements, including future plans and development strategies, contained in this
report do not constitute a substantive commitment to the investors by the Company. Investors should
be aware of investment risks.

There was no appropriation of funds of the Company by controlling Shareholder(s) or its/their related
parties for non-operating purposes.

The Company had made no guarantee to external parties against the stipulated decision-making
process.

The Company prepared this report in both English and Chinese versions. In the event of any
discrepancies between the English version and the Chinese version, the Chinese version shall prevail.
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Chairman’s Statement

Dear Shareholders,

The year 2019 marks the 70th anniversary of the founding of the People’s Republic of China as well as the 40th anniversary
of the establishment of CITIC Group. Guided by Xl Jinping Thought on Socialism with Chinese Characteristics for a New
Era, the Company adheres to the operation objectives of implementing national strategies and serving the real economy.
With the joint efforts of all of our colleagues, various operation and management works have achieved steady progresses,
coupled with stable growth in various financial indicators and continuing top rankings in various businesses. In 2019, the
Company recorded a total revenue of RMB43,140 million and net profit attributable to owners of the parent of RMB12,229
million, representing a significant increase as compared to 2018.

During this year, we insisted on implementing national strategies and supported the implementation of major national
strategies. The Company is a Chinese-funded broker with the most branches and sub-branches, research institutes, sales
networks, and clearing and settlement infrastructures along the Belt and Road. In 2019, the Company further integrated the
business and management of overseas platforms and implemented global integrated vertical management, fully leveraging
on the Company’s overall domestic and overseas service advantages to serve Chinese customers going abroad and foreign
customers coming in. The Company has acquired 100% equity interest in Guangzhou Securities by issuance of Shares and
changed its name to CITIC Securities South China Company Limited, aiming to enhance the Company’s service capabilities
in South China and to better serve the national strategy of building “Guangdong-Hong Kong-Macau Greater Bay Area”.
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During this year, we continued to serve the real economy
and facilitate supply-side structural In 2019,
the Company’s domestic equity business underwriting

reform.

size amounted to RMB279.8 billion with a market share
of 18.16%, and the bond business underwriting size
amounted to RMB1,001.5 billion, with a market share
of 5.29%, both ranking the forefront in the industry. The
size of A-share material assets restructuring transactions
completed by the Company amounted to approximately
RMB163.3 bilion and ranked first in the industry. The
Company focused on underwriting and sponsoring
business in the STAR Market and filed 22 orders and
completed 9 orders of issuance. The Company and China
AMC won all the bids for central governmental entities and
the 28 provinces, autonomous regions and municipalities
that have completed the selection of occupational annuity
investment manager. The Company focused on optimizing
the structure of financing customers to satisfy diversified
financing needs of customers including hedging and
arbitrage. The Company enriched domestic and overseas
fixed income products, improved its capability in offering
products and satisfied the needs of domestic and overseas
customers for risk management.

During this year, we steadily promoted the transformation
of our wealth management business. The Company
facilitated the formation of a hierarchical and classified
service system for all businesses and clients, analyzed and
enriched the investment products and services allocation
system for ultra-high net worth clients, and established
the industry’s first wealth management business system
platform with independent intellectual property rights.
The Company constantly improved the financial products
system, enriched its public funds and private products
strategy, and enhanced its influence in the field of wealth

management. We strengthened the synergy among
business lines, including asset management, stock
derivatives, custody, equity sales, fixed income and

treasury businesses, expanded the layout for innovative
products and strategy, and launched series of high-end
products with self-owned brand. In 2019, the number
of wealth management customers and the assets under
management both recorded a significant growth.

During the year, we kept the risk bottom line in mind and
strengthened the management and control of various risks.
The Company further improved its risk and compliance
management systems, increased investment in promoting
the construction of informatization, diversified monitoring
approaches and measures for risk prevention, and strictly
prevented risks to control and reduce various risk events.
Its domestic and overseas risk management has witnessed
a continuous improvement in various businesses, with risk
management being performed at early stages such as
business plan formulation, transaction structure design and
other links to effectively control compliance risks of new
products and new businesses. Since the establishment
of the Company’s risk disposition working group, it has
worked out the management measures on risk disposition

and continuously increased its efforts in risk assets
disposition.
This year, we earnestly fulfilled our corporate social

responsibility and continued to step up our efforts in
targeted poverty alleviation. We adhered to the principle of
poverty alleviation through education. Eight kindergartens
in Xainza County, Tibet we aided have all been delivered
and put into use, and we kept supporting the students
in need in Guyuan No. 1 Middle School, Hebei Province.
We gave full play to our strengths, actively participated
in the securitization of farmer-aid credit assets under the
China Foundation for Poverty Alleviation and accomplished
the establishment of public microfinance No. 7-10 asset-
backed special programs of CD Finance. We helped
poverty-stricken areas to win the battle against poverty by
providing systematic and multi-channel financial services
to strengthen industrial support. Huichang County, Jiangxi
Province supported by the Company has been lifted out
of poverty, and poverty alleviation efforts have also been
initiated for Jishishan County, Gansu Province.

2020 marks the 25th anniversary of the establishment of
the Company. Thanks to the unremitting efforts of our staff,
we have been developing greatly and have accumulated
valuable resources such as brand, customer, talent,
business and network, laying a solid foundation for our

high-quality and sustainable development. Looking back,
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Chairman’s Statement

we remained true to our original aspiration; while looking
ahead, we will keep our mission firmly in mind. We will
continue to follow the guidance of XlI Jinping Thought
on Socialism with Chinese Characteristics for a New
Era, summarize our valuable experience in implementing
national strategy and serving the real economy over the
past 25 years, expand market exploration with constant
efforts, and improve our ability to serve customers to
promote our high-quality and sustainable development.

Let’s seize the day and live it to the fullest, and make our
due contribution to the realization of the “Two Centenary
Goals” and the Chinese dream of national rejuvenation.

i

ZHANG Youjun
Chairman
19 March 2020
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Company Information

Profile

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

Authorized Representatives

Registered Capital and Net Capital

PIEEFRDBR AR

S AEFF

CITIC Securities Company Limited

CITIC Securities Co., Ltd.

ZHANG Youjun

YANG Minghui

YANG Minghui, LIU Xiaomeng

In RMB Yuan
As at the end of the As at the end of
Reporting Period last year

Registered Capital
Net Capital

12,116,908,400.00 12,116,908,400.00
94,904,219,964.48 91,996,332,088.63

Business Qualifications for Individual Business of the Company
The business scope of the Company covers: securities brokerage (for areas other than Shandong Province, Henan Province,

Tiantai and Cangnan Counties of Zhejiang Province); securities investment consulting; financial advisory services related

to securities trading and securities investment activities; securities underwriting and sponsorship; securities proprietary

business; securities asset management; margin financing and securities lending; securities investment fund sales agency;

provision of intermediate referral services to futures companies; distribution of financial products; and stock options market

making business.

In addition, the Company possesses the following business qualifications:

1. Business qualifications approved or certified by the CSRC: online securities entrustment business; entrusted wealth
management; operation of overseas securities investment management business by qualified domestic institutional
investors (QDIl); direct investment; interbank market interest rate swap business; stock index futures trading in
proprietary business and asset management business; pilot business of stock return swap; first class OTC option

dealer; treasury bond futures trading in proprietary business and securities asset management business; pilot business

of agency services for gold and other precious metal spot contracts and proprietary trading for spot gold contracts;

custodian business for securities investment funds; and credit risk mitigation instruments selling business; market

making business of treasury bond futures; commodities derivatives transaction and the trading of financial products on

overseas exchanges; carrying out pilot cross-border business.
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Company Information

Business qualifications approved by the stock exchange: market maker of stock exchange fixed income platform;
warrants trading; stock repo business; stock pledge-style repo business; margin refinancing and securities relending;
Southbound Trading Connect business; financing business with respect to exercising rights under share incentive
schemes of listed companies; stock options brokerage; proprietary trading for stock options; and principal market
maker in SSE 50 ETF options; principal market maker in CSI 300 Index ETF options of the SSE and SZSE; principal
market maker of funds listed on the SSE; market maker of listed funds on the SZSE.

Business qualifications approved by SAC: quoted transfer business; OTC market business; OTC trading business;
internet-based securities business pilot; cross-border income swap transaction business.

Business qualifications approved by the People’s Bank of China: qualification for lending transactions and bond
transactions in the National Interbank Funding Centre; short-term commercial paper underwriting; market maker in
interbank bond market; and primary dealer of open market.

Other business qualifications: member of book-entry government bond underwriting syndicates; Class A clearing
participant of CSDCC; license for operating foreign exchange in securities business (foreign-currency negotiable
securities brokerage, foreign-currency negotiable securities underwriting and entrusted foreign-exchange asset
management); investment manager for enterprise annuity fund and occupational pension fund; member of underwriting
syndicate of policy bank; manager of converted shares of the NSSF; NSSF domestic investment manager; entrusted
management of insurance funds; securities investment management for national basic pension insurance fund; pilot
refinancing business; sideline insurance agency business; business with special institutional clients of insurance
institutions; recommending business and brokerage business through National Equities Exchange and Quotation;
market-making business through National Equities Exchange and Quotation; consultancy services relating to the
secrecy-involved business of the military industry; general clearing member of interest rate swaps central clearing
business of Shanghai Clearing House; settlement and sale of foreign exchange business; general clearing member of
commodity and shipping financial derivatives central clearing business of Shanghai Clearing House; general clearing
member of standard bond forward central clearing business of Shanghai Clearing House; general clearing member of
net bond central clearing business of Shanghai Clearing House; member of the interbank foreign exchange market and
member of the interbank foreign currency market.

Contact Person and Methods

Secretary to the Board, Company Secretary

Name Secretary to the Board: ZHANG Youjun (temporarily performing such duty)

Joint Company Secretaries: LIU Xiaomeng, YU Hiu Kwan, Hilda

Contact Address CITIC Securities Tower, No. 8 Zhong Xin San Road, Futian District, Shenzhen,

Guangdong Province

(Note:  This is a postal address and is in the same building as that of the registered address of the
Company. The registered address of the Company corresponds to the name of the building
registered with the Shenzhen Real Estate Ownership Registration Centre)

CITIC Securities Tower, No. 48 Liangmagiao Road, Chaoyang District, Beijing

Telephone 0086-755-2383 5383, 0086-10-6083 6030
Facsimile 0086-755-2383 5525, 0086-10-6083 6031
Email ir@citics.com
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Basic Information
Registered Address of the Company

Postal Code of Registered Address

of the Company

Office Address of the Company

Postal Code of Office Address
of the Company

Business Address in Hong Kong

Website of the Company

Email

Telephone

Facsimile

Customer Service Hotline for Brokerage
and Asset Management Business

Investor Relations Hotline

North Tower, Excellence Times Plaza (Il), No. 8 Zhong Xin San Road, Futian
District, Shenzhen, Guangdong Province

518048
CITIC Securities Tower, No. 8 Zhong Xin San Road, Futian District, Shenzhen,
Guangdong Province

CITIC Securities Tower, No. 48 Liangmagiao Road, Chaoyang District, Beijing

518048, 100026

26/F, CITIC Tower, 1 Tim Mei Avenue, Central, Hong Kong

http://www.citics.com

ir@citics.com

0086-755-2383 5888, 0086-10-6083 8888

0086-755-2383 5861, 0086-10-6083 6029

9565648, 4008895548

0086-755-2383 5383, 0086-10-6083 6030

Information Disclosure and Availability Places

Media designated for information
disclosure by the Company

The websites designated for

publication of the Annual Reports

Places where Annual Reports
of the Company are available

China Securities Journal, Shanghai Securities News, Securities Times

Website designated by CSRC: http://www.sse.com.cn (website of SSE)
Website designated by the Hong Kong Stock Exchange:
http://www.hkexnews.hk (HKExnews website of HKEX)

16/F, CITIC Securities Tower, No. 8 Zhong Xin San Road, Futian District,
Shenzhen, Guangdong Province

10/F, CITIC Securities Tower, No. 48 Liangmagiao Road, Chaoyang District,
Beijing

26/F, CITIC Tower, 1 Tim Mei Avenue, Central, Hong Kong
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Company Information

Brief Information of the Shares of the Company

Stock Name

Class of Shares Stock Exchange of Listing Stock Name Stock Code Before Change
A Shares SSE CITIC Securities 600030 N/A
H Shares Hong Kong Stock Exchange CITIC SEC 6030 N/A

Other Information of the Company

History of the Company

The Company was incorporated in Beijing on 25 October 1995, under the name of CITIC Securities Limited, with registered
capital of RMB300,000,000. The principal shareholder of the Company was CITIC Group which directly held 95% of share
capital of the Company.

On 29 December 1999, CITIC Securities Limited completed the increase in share capital and was converted into a
joint stock limited company known as CITIC Securities Company Limited. The registered capital was increased to
RMB2,081,500,000 and the direct shareholding of CITIC Group was 37.85%.

On 6 April 2000, with the approval of CSRC and the State Administration for Industry & Commerce of the People’s Republic
of China, the registered address of the Company was changed to Shenzhen.

In December 2002, the Company conducted the initial public offering of 400,000,000 A Shares at the price of RMB4.50 per
share, and such Shares were listed on the SSE on 6 January 2003. Upon completion of the offering, the total number of
Shares of the Company was increased to 2,481,500,000 shares and the direct shareholding of CITIC Group was 31.75%.

On 15 August 2005, the Company carried out the non-tradable shares reform. As a result, holders of non-tradable shares
paid consideration to holders of tradable shares in exchange for listing and trading rights of non-trading shares at a ratio of
10:3.5, pursuant to which holders of tradable shares received 3.5 shares for every 10 tradable shares. In addition, a total
of 30,000,000 shares were provided by all the holders of non-tradable shares as the shares for the Company'’s first share
incentive scheme. Upon completion of the non-tradable shares reform, the total number of issued Shares of the Company
remained at 2,481,500,000 and all such Shares were tradable shares, of which, 1,941,500,000 shares were subject to
trading moratorium, accounting for 78.24% of the total issued Shares of the Company, and the direct shareholding of
CITIC Group was 29.89%. On 15 August 2008, all Shares held by the promoters which were previously subject to trading
moratorium became tradable on the market.

On 27 June 20086, the 500,000,000 A Shares issued by the Company to China Life Insurance (Group) Company and China
Life Insurance Company Ltd. by private placement at the price of RMB9.29 per share were listed and traded on SSE. The
total number of issued Shares of the Company increased from 2,481,500,000 to 2,981,500,000 and the direct shareholding
of CITIC Group was 24.88%.

On 4 September 2007, the 333,733,800 A Shares issued by Company by public offering at the price of RMB74.91 per

share were listed and traded on SSE. The total number of issued Shares of the Company increased from 2,981,500,000 to
3,315,233,800 and the direct shareholding of CITIC Group was 23.43%.
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In April 2008, the Company completed the 2007 profit distribution and capitalization issue plan, whereby the Company
distributed a cash dividend of RMB5 (tax inclusive) for every 10 Shares, and completed a capitalization issue of 10 bonus
Shares for every 10 Shares. Following the capitalization issue, the total number of issued Shares of the Company increased
from 3,315,233,800 to 6,630,467,600.

In June 2010, the Company completed the 2009 profit distribution and capitalization issue plan, whereby the Company
distributed a cash dividend of RMB5 (tax inclusive) for every 10 Shares, and completed a capitalization issue of 5 bonus
Shares for every 10 Shares. Following the capitalization issue, the total number of issued Shares of the Company increased
from 6,630,467,600 to 9,945,701,400.

In September and October 2011, the Company conducted the initial public offering of 1,071,207,000 H Shares (inclusive of
the H Shares issued upon partial exercise of the over-allotment option) at the offering price of HK$13.30 per share. All such
Shares were ordinary shares, with a par value of RMB1 per share. According to the Administrative Measures for Reducing
the State-owned Shares to Raise Social Security Funds and with the approval from Ministry of Finance, the 13 State-owned
Shareholders of the Company transferred their 107,120,700 State-owned shares (inclusive of the shares reduced as a result
of partial exercise of over-allotment option) to the NSSF and converted them into H Shares. The 1,094,830,000 H Shares
issued and converted pursuant to the global offering (including the H Shares converted from corresponding State-owned
shares), the 75,907,000 H Shares issued upon the partial exercise of the over-allotment option and the 7,590,700 H Shares
converted from the corresponding State-owned shares, respectively, were listed and traded on the Main Board of the Hong
Kong Stock Exchange on 6 October 2011, 1 November 2011 and 7 November 2011. Upon completion of the offering, the
total number of issued Shares of the Company increased from 9,945,701,400 to 11,016,908,400, of which 9,838,580,700
Shares were A Shares and 1,178,327,700 Shares were H Shares, and the direct shareholding of CITIC Group was 20.30%.

On 27 December 2011, the first majority Shareholder of the Company, CITIC Group, was restructured into a wholly Stated-
owned company and changed its name to “CITIC Group Corporation”, which took over all of the business and assets of
former CITIC Group. According to the restructuring plan, CITIC Group together with Beijing CITIC Enterprise Management
Co., Ltd. established CITIC Limited (renamed as CITIC Corporation Limited in 2014) on 27 December 2011 by contributing
substantially all of its operating net assets (inclusive of its 20.30% Shares in the Company). With the approval of CSRC,
CITIC Group and CITIC Corporation Limited completed the procedures for the transfer of shareholding on 25 February
2013. The first majority Shareholder of the Company was changed to CITIC Corporation Limited and its direct shareholding
in the Company is 20.30%. On 16 April 2014, CITIC Group and Beijing CITIC Enterprise Management Co., Ltd., as the
shareholders of CITIC Corporation Limited, entered into a share transfer agreement with CITIC Pacific, pursuant to which
they agreed to transfer their 100% equity interest held in CITIC Corporation Limited to CITIC Pacific. The relevant equity
transfer was completed on 25 August 2014, and CITIC Pacific became the sole and direct shareholder of CITIC Corporation
Limited, the first majority Shareholder of the Company. On 27 August 2014, CITIC Pacific changed its name to CITIC
Limited.

On 23 June 2015, upon the listing and trading on the Hong Kong Stock Exchange of the 1,100,000,000 H Shares issued
by the Company to 10 investors, including Kuwait Investment Authority, by private placement at the price of HK$24.60 per
Share, the total number of issued Shares of the Company increased from 11,016,908,400 to 12,116,908,400, of which
9,838,580,700 Shares were A Shares and 2,278,327,700 Shares were H Shares. Following completion of the issuance, the
direct shareholding of CITIC Corporation Limited was 15.59%.
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Company Information

On 26 February 2016 and 29 February 2016, CITIC Corporation Limited, through its own stock account, increased
its shareholding in the Company by an aggregate of 110,936,871 A Shares. Upon the completion of the increase in
shareholding, the total number of Shares of the Company directly held by CITIC Corporation Limited increased from
1,888,758,875 shares to 1,999,695,746 shares, and the direct shareholding increased from 15.59% to 16.50%.

On 27 May 2019, the 2019 first extraordinary general meeting of the Company considered and approved the acquisition
of 100% equity interest in Guangzhou Securities by issuance of the shares (hereinafter referred to as the “Transaction”).
The procedures for the transfer of the target assets in relation to the Transaction and relevant industrial and commercial
registration of changes have been completed in January 2020. The Company currently holds 100% equity interest in
Guangzhou Securities, and the name of Guangzhou Securities has been changed to CITIC Securities South China Company
Limited. On 11 March 2020, the Company issued 265,352,996 shares and 544,514,633 shares to Yuexiu Financial
Holdings and Financial Holdings Limited, respectively, for acquisition of 100% equity interest in Guangzhou Securities, and
the registered capital of the Company will be changed from RMB12,116,908,400 to RMB12,926,776,029. The Company
still needs to go through procedures regarding the amendments to the Articles of Association as well as relevant filing
procedures for such change of registered capital to take effect.

After its listing on SSE, the Company has since been included in the SSE 180 Index, SSE 50 Index, CSI 300 Index, SSE
Corporate Governance Index, FTSE/Xinhua A50 China Index, Dow Jones China 88 Index, and SSE Social Responsibility
index, etc. After its listing on the Hong Kong Stock Exchange, the Company has since been included in constituent
stocks of indices such as the Hang Seng China H-Financials Index, Hang Seng China AH Index Series, Hang Seng Global
Composite Index, Hang Seng Composite Index, Hang Seng Composite Industry Index — Financials and Hang Seng
Composite MidCap Index, Hang Seng China Enterprises Index, Hang Seng Mainland 100 Index, Hang Seng CSI Shanghai-
Hong Kong AH Smart Index, SSE SH Equities Index, FTSE China 25 Index and MSCI China Index, which greatly enhanced
the prestige of the Company. Since the launch of Shanghai-Hong Kong Stock Connect on 17 November 2014, the Shares
of the Company have been included in its northbound trading list and southbound trading list respectively. Upon the launch
of Shenzhen-Hong Kong Stock Connect on 5 December 2016, H Share of the Company has become an eligible stock of
Shenzhen-Hong Kong Stock Connect.

Changes in registration status during the Reporting Period:

On 10 September 2019, the Company completed the filing of changes to the directors and supervisors and Articles of
Association of the Company with the Shenzhen Market Supervision and Regulation Bureau.

Information of first registration:

Date of First Registration: 25 October 1995

First Registered Address: Capital Mansion, No. 6 Xinyuan South Road, Chaoyang District, Beijing
Registration Number of Corporate Legal Person Business License: 10001830

Certificate of Organization Code: 10178144-0

“

Please refer to “1. Company Information” of the 2002 Annual Report of the Company for the information on the first

registration of the Company.
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Changes in the businesses

The Company was established against the background of increasing development and maturity of the securities market in
China. Since its establishment, the Company has actively operated its businesses following the principle of “standardized
operation and stable and healthy development”. At the end of 1996, the Company became one of the first ten securities
houses whose stock underwriting qualification was re-approved by CSRC; in October 1999, the Company became one
of the first batch of comprehensive securities companies approved by CSRC and one of the first batch of securities
houses whose qualification as a lead underwriter for equity product was re-approved by CSRC. The Company is one of
the supervisor members of the Securities Association of China, one of the first batch of securities companies to enter into
the national interbank lending market, and one of the first batch of securities companies authorized to engage in stock-
secured loans. In 2002, the Company obtained the qualifications to engage in entrusted investment management business
and fund sales agency services. In 2005, the Company obtained the qualification as enterprise annuity manager. In 2006,
the Company became the first (the only) securities company to obtain the qualification as a lead underwriter of short-
term commercial papers. In 2007, the Company obtained the qualifications for the trial business of direct investment and
overseas securities investment management business as a qualified domestic institutional investor (QDII). In 2008, the
Company became a Class-A clearing participant of CSDCC and obtained the qualification for the provision of brokerage
services to futures companies. In 2009, the Company obtained the qualification to manage the transfer of converted
shares of the NSSF. In 2010, the Company obtained the qualifications for margin financing and securities lending business,
stock index futures trading in proprietary business and assets management business and was approved to be a domestic
investment manager for the NSSF. In 2011, the Company became one of the first batch of companies to obtain the stock
repo trading qualification. In 2012, the Company obtained the qualifications for underwriting of private placement of SME
bonds, entrusted management of insurance funds, distribution of financial products, pilot businesses of stock return
swap, pilot refinancing business and consultancy services relating to secrecy-involved business of the military industry. In
2013, the Company obtained the qualifications for sideline insurance agency business, and treasury bond futures trading
in proprietary business and the securities assets management business. It was among the first batch of companies to
obtain the qualifications for membership of Shanghai Clearing House on RMB interest rate swaps to conduct the clearing
agency business and one of the first batch of companies to become a general clearing member in 2014. In 2014, the
Company obtained the qualifications for agency services business for gold and other precious metal spot contracts and
proprietary business for spot gold contracts, OTC option business, Internet-based securities business, New OTC market
making business, securities investment fund custody business, Southbound Trading Connect business, credit risk mitigation
instruments selling business and financing business with respect to exercising rights under share incentive schemes of listed
companies, and was qualified as a primary dealer of open market. In 2015, the Company obtained the qualification of the
stock options market making business, and was approved to commence SSE 50 ETF options market making business;
the Company was admitted as a stock options trading participant on the SSE and obtained the trading permission to
commence the stock options brokerage and proprietary trading business. In 2016, the Company obtained the qualification
to manage occupational annuity for government employees, and was accepted as a non-bank member on the Shanghai
Bill Exchange Co., Ltd., and obtained the trading permission to commence the rediscount, pledged repurchase, outright
repurchase and other transactions of bills. In 2018, the Company obtained the qualifications for investment in overseas
financial products or instruments that other QDlIs are allowed to invest in using its proprietary capital. In 2019, the Company
obtained the business qualification as principal market maker of listed funds; was approved to conduct the market making
business of treasure bond futures and the stock index option market making business; obtained the operation qualification
of settlement and sale of foreign exchange business, and can conduct pilot settlement and sale of foreign exchange
business; became a member of the interbank foreign exchange market and the interbank foreign currency market, and can
engage in spot, forward, swap, currency swap, foreign currency interest rate swap and options trading.
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Company Information

Changes of principal Shareholders
Since the establishment of the Company, CITIC Group or its subsidiaries has/have been the largest Shareholder of the
Company. Please refer to “History of the Company” under this section for details.

Results of the regulator’s classification of the Company

In the 2019 Classification and Evaluation of Securities Companies, the Company, together with CITIC Securities (Shandong)
and Kington Securities, securities subsidiaries in which the Company has a controlling interest, were rated AA in the
category A of the Chinese securities industry.

The organization status of the Company

As at the end of the Reporting Period, the Company has five principal wholly-owned subsidiaries, namely CITIC Securities
(Shandong), CSI, GoldStone Investment, CITIC Securities Investment and CITIC Futures and one principal non-wholly-
owned subsidiaries, namely China AMC. Please refer to “Analysis of principal subsidiaries and non-controlling companies” of
this report for details.

Number and network of branches of the Company

As at the end of the Reporting Period, the Company, CITIC Securities (Shandong), CITIC Futures and Kington Securities
have 78 branch offices, 277 outlets in Mainland China (including 273 outlets for securities operations and 4 outlets for
futures operations).

The number and network of domestic securities branch offices of the Group are as follows:

Number of
Province, Number of Province, Number of Province, Branch
city or area branch offices city or area branch offices city or area offices
Zhejiang 7 Hubei 1 Shaanxi 1
Shandong 5 Jiangxi 1 Shanxi 1
Guangdong 2 Liaoning 1 Anhui 1
Shanghai 2 Henan 1 Chongqging 1
Jiangsu 1 Sichuan 1 Jilin 1
Beijing 1 Hebei 1 Hunan 1
Fujian 1 Tianjin 1 Inner Mongolia 1
Heilongjiang 1 Yunnan 1 Guangxi 1
Hainan 1 Gansu 1 Ningxia 1
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The number and network of domestic securities outlets of the Group are as follows:

Number of
Province, Number of Province, Number of Province, securities
city or area securities outlets city or area securities outlets city or area outlets
Zhejiang 64 Hubei 8 Shaanxi 3
Shandong 57 Jiangxi 7 Shanxi 2
Guangdong 26  Liaoning 6 Anhui 2
Shanghai 23 Henan 7 Chongaing 1
Jiangsu 21  Sichuan 5 Jilin 1
Beijing 21 Hebei 5 Hunan 1
Fujian 8 Tianjin 4 Inner Mongolia 1

As at the end of the Reporting Period, CITIC Futures held 43 branches, including 39 branch offices and 4 futures outlets (all

of them are located in Zhejiang), the number and network of which are as follows:

Province, Number of Province, Number of Province, Number of
city or area branches city or area branches city or area branches
Zhejiang 7 Hubei 1 Shaanxi 1
Shandong 3  Jiangxi 1 Shanxi 1
Guangdong 2 Liaoning 2 Anhui 1
Shanghai 4 Henan 1 Chongging 1
Jiangsu 2 Sichuan 1 Guizhou 1
Beijing 2 Hebei 1 Hunan 1
Fujian 1 Tianjin 1 Inner Mongolia 1
Heilongjiang 1 Yunnan 1 Guangxi 1
Xinjiang 1 Gansu 1 Ningxia 1
Hainan 1

In addition, CSI held four branches in Hong Kong through its subsidiary.
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Other Relevant Information

Auditors engaged  Domestic

by the Company

Overseas

Legal Advisers as to PRC Laws

Legal Advisers as to
Hong Kong Laws

A Share Registrar

H Share Registrar
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Name
Office Address

Name of the signing accountant

Name

Office Address

Name of the signing accountant

Name

Name

Name

Office Address

Name

Office Address

PwC Zhong Tian

11/F, Pricewaterhouse-Coopers Center,
2 Corporate Avenue,

202 Hu Bin Road,

Huangpu District, Shanghai

HAN Dan, ZHANG Wei

PwC Hong Kong

Certified Public Accountants

Registered Public Interest Entity Auditor
22/F, Prince’s Building, Central, Hong Kong
Ho Shuk Ching Margarita

Beijing Jiayuan Law Firm

Linklaters

CSDCC, Shanghai Branch
36/F, China Insurance Building, 166 Lujiazui
East Road, Pudong New Area, Shanghai

Computershare Hong Kong Investor Services
Limited

17M/F, Hopewell Centre, 183 Queen’s Road
East, Wanchai, Hong Kong



Awards in 2019

The Company

Issued by: FinanceAsia

Best Investment Bank in Asia, Best Equity Capital Market
Service Broker, Best Bond Capital Market Service Broker,
Best IPO Service Broker, Best M&A Service Broker,
Best Green Financial Broker in Asia, Best Underwriter,
Best Bond Dealer, Best Panda Bond (BMW Automotive
Finance), Best IPO (Baofeng Energy)

Issued by: Asiamoney

Best Broker in China, Best Domestic Equity Financing
Broker, Best ABS Underwriter of the Year, Best
Underwriter for Account Receivables Securitization, Best
ABS/MBS Deal of the Year

Issued by: SSE

Excellent Dealer, Excellent Underwriter of Local

Government Bonds

Issued by: SZSE
Excellent Innovation Institution for Fixed Income Business,
Outstanding Underwriter Award in Interest Rate Bonds

Issued by: National Interbank Funding Centre

Core Dealer, Excellent Dealer in the Money Market,
Excellent Dealer in the Bond Market, Excellent Dealer
in the Derivatives Market, Outstanding Contribution in
Opening Up, Market Innovation Award, Trading Mechanism
Innovation Award, Best Technology Award

Issued by: China Development Bank

Excellent Underwriter in the Exchange Market, Excellent
Underwriter in the Interbank Market, Overseas Market
Award,
Excellent Market Maker

Promotion Excellent Innovative Underwriter,

Issued by: Agricultural Development Bank of China
Best Underwriter Award, Best Broker Institution Award,
OQutstanding Market Maker of Agricultural Development
Bonds, Outstanding Underwriter of Exchange Financial
Bonds

Issued by: China Central Depository & Clearing Co.,
Ltd.
Outstanding

Trader, Best Contribution

Underwriter Award of Local Municipal Bonds (non-bank

Proprietary

institutions)

Issued by: China Foreign Exchange Trade System
The Project of “Open-end Client of New Platform for
Currency Trading — Flagship Store” won the Runner-up
Prize of the Fintech Innovation Competition in the 2019
Interbank Market

Issued by: Caixin Capital Market Achievement
Awards for 2018 of Caixin Media

Best Broker in Chinese Domestic Bond Market, Best
Investment Bank in Chinese Market, Best Investment
Bank in Financial Institution Industry of Chinese Market,
Best Corporate Bond Underwriter in China, Best Asset
Securitization Underwriter in China

Issued by: New Fortune

Best Local Investment Bank No. 1, Best Investment Bank
in Equity Underwriting No. 1, Best Investment Bank in Debt
Underwriting No. 1, Best Investment Bank in Energy Sector
No. 1, Best IPO Investment Bank No. 4, Best Refinancing
Investment Bank No. 2, Best IPO Project No. 1 (PICC),
Best Refinancing Project No. 1 (China Construction Bank),
Best Refinancing Project No. 9 (Spring Airlines)

Issued by: Securities Times

Jun Ding Award: 2019 Full-Service Investment Bank
in China, 2019 Bond Team in China, 2019 Asset
Securitization Investment Bank in China, 2019 Financial
Advisor in China

Most respected investment bank of listed companies: Top
10 Investment Banks, Top 10 Capital Market Department

Issued by: Securities Daily

Golden Horse Award in Chinese Securities Market
(Excellent Service Broker Award in STAR Market)
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Issued by: China Securities Journal; www.jnlc.com
Three-Year Golden Bull Broker’s Collective Asset Manager,
Golden  Bull
Management Plan

Three-Year Broker’'s Collective Asset

Issued by: China Asset Securitization Research
Institute

Huijing Award — Leading Investment Institution in the
Market

Issued by: Financial Times
2019 Golden Dragon Award (Best Securities Company of
the Year)

Issued by: China Securities Journal

2019 Golden Bull Award in Chinese Securities Industry
(Golden Bull Award of Top Ten Securities Companies,
Golden Bull Award of Social Responsibility of Securities
Companies, Golden Bull Wealth Management Team
Award, Golden Bull Investment Bank Team Award, Golden
Bull Asset Management Team Award)

Issued by: Shanghai Securities News
2019 Gold Quality Award (Corporate Governance Award)

Issued by: International Financial News
2019 International Pioneer Investment Bank

Issued by: hexun.com
2019 Broker Brand Award, 2019 Broker Outstanding APP
Award, 2019 Broker Bonus Award

Issued by: Sina Finance
Responsible Investment Best Securities Company Award

Issued by: jiemian.com
2019 China Financial
Company of the Year)

Excellence Award (Securities

Issued by: eastmoney.com
2019 Best Broker, 2019 Best Broker Asset Management
Equity/Asset Allocation Team
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Issued by: 36kr
TOP 5 Most Influential Securities Companies in China’s
Listed Company Merger and Acquisition Services

Issued by: Investor China
Trustworthy Excellent Securities Company of the Year

Issued by: Economic Media Association of China
2019 China Innovation Leader Award

CLSA Limited

Asiamoney Brokers Poll 2019

Issued by: Asiamoney

1990-2018 No. 1 Asia-Pacific Best Overall Combined
Research and Sales Broker Selection

No. 2 Overall Combined Regional Research & Sales (Asia,
ex Australia, China A & B Shares, Japan)

No. 2 Overall Combined Research & Sales in Australia

No. 2 Overall Combined Research & Sales in Japan

No. 2 Overall Combined Research & Sales in China (A & B
Shares)

No. 2 Overall Combined Regional Sales (Asia, ex Australia
& Japan)

No. 2 Overall Combined Regional Research (Asia, ex
Australia & Japan)

Awards in Asia (Excluding Japan)

Research: No. 1 Best Strategist/No. 2 Best Economist/
No. 1 Best Technical Analyst (Quantitative)/No. 3 Best
Technical Analyst (Quantitative)/No. 3 Best Analyst for
Banks/No. 2 Best Analyst for Casinos & Gaming/No.
3 Best Analyst for Consumer Discretionary/No. 1 Best
Analyst for Consumer Staples/No. 3 Best Analyst for
Industrials/No. 1 Best Analyst for Diversified Financials/
No. 2 Best Analyst for Healthcare/No. 1 Best Analyst
for Insurance/No. 2 Best Analyst for Materials/No.
3 Best Analyst for Materials/No. 1 Best Analyst for
Semiconductors & Semiconductor Equipment/No. 2 Best
Analyst for Software & Internet Services

Sales: No. 1 Best Regional Salesperson



Japan

Research: No. 2 Best for Overall Country Research/No.
1 Best Strategist/No. 1 Best Analyst for Automobiles
& Components/No. 1 Best Analyst for Banks/No. 1
Best Analyst for Consumer Discretionary/No. 1 Best
Analyst for Consumer Staples/No. 1 Best Analyst for
Non-Bank Financial/No. 1 Best Analyst for Industrials/
No. 1 Best Analyst for Insurance/No. 1 Best Analyst for
Semiconductors & Semiconductor Equipment/No. 1 Best
Analyst for Technology Hardware & Equipment/No. 1 Best
Analyst for Transportation & Logistics

Sales and Trading: No. 2 Best Overall Sales Services/
No. 1 Best Country Salesperson/No. 2 Best Country
Salesperson/No. 3 Best Country Salesperson/No. 1 Best
Country Sales Trader/No. 2 Best Country Sales Trader

Australia

Research: No. 2 Best For Overall Country Research/No.
1 Best Analyst for Banks/No. 1 Best Analyst for Business
and Personal Services/No. 1 Best Analyst for Consumer
Discretionary/No. 1 Best Analyst for Consumer Staples/
No. 1 Best Analyst for Energy/No. 1 Best Analyst for Non-
bank financial/No. 1 Best Analyst for Healthcare/No. 1 Best
Analyst for Media/No. 1 Best Analyst for Real Estate/No.
1 Best Analyst for Software & Internet Services/No. 1 Best
Analyst for Technology Hardware & Equipment/No. 1 Best
Analyst for Transportation & Logistics

Sales and Trading: No. 1 Best Overall Sales Services/
No. 1 Best Country Salesperson/No. 2 Best Country
Salesperson/No. 1 Best Country Sales Trader/No. 3 Best
Country Sales Trader

Issued by: FinanceAsia
Country Awards for Achievement 2019

Hong Kong
Best broker in Hong Kong amongst Chinese Financial
Institutions

The Philippines
Best Deal in the Philippines: Allhome Group US$285 million
IPO (CLSA Limited as one of the bookrunners)

Sri Lanka
Best brokers in Sri Lanka

Issued by: The Asset
Triple A Country Awards 2019

China

Best IPO in China: Jinxin Fertility Group Limited US$447
million Hong Kong IPO (CLSA Limited as one of the
sponsors, global coordinators, bookrunners and lead
managers)

Best equity-linked in China: Lenovo Group US$675 million
convertible bonds (CLSA Limited as one of the global
coordinators and bookrunners)

Best M&A in Hong Kong: Cathay Pacific Airways acquires
Hong Kong Express Airways for HK$4.93 billion (CLSA
Limited as financial advisor)

The Philippines

Best Green Bond Project in the Philippines: AC Energy
US$300 million senior unsecured note (CLSA Limited as
one of the lead managers and bookrunners)

India

Best Eligible Institution Placing in India: Godrej Properties
US$302 million Eligible Institution Placing (CLSA Limited as
one of the bookrunners and lead managers)

Best new bond in India: Indusind Bank US$400 million
senior notes (CLSA Limited as one of the bookrunners)

Issued by: Institutional investors

2019 Asian Research Team Awards

No. 1 Best Philippine Research Team of the Year (by
commission)/No. 1 Best Philippine Research Team (by
asset management scale) of the year/No. 1 Best Thailand
Research Team (by asset management scale) of the year/
No. 2 Best Thailand Research Team (by commission) of the
year/No. 3 Best Philippine Research Company (by asset
management scale) of the year/No. 3 Best Australia and
New Zealand Research Company (by commission) of the
year: Health & Medical
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Issued by: Refinitiv
2019 STARMINE Analyst Awards

Asia

No. 3 Overall Analyst Awards: Utilities (Best Profit
Forecast)/No. 1 REITs Stock Selection/No. 1 Utilities Profit
Forecast/No. 2 Profit Forecast in Interactive Media and
Services Industry/No. 3 Profit Forecast in Semiconductor
Industry

Australia and New Zealand

No. 2 Overall Analyst Awards: Financial Services (Best
Stock Selection)/No. 1 Stock Selection in Financial
Services Industry/No. 1 Stock Selection in Interactive
Media and Services Industry/No. 2 Stock Selection in
Hotel, Restaurant and Leisure Industry/No. 2 Stock
Selection in Telecommunication Services and Information
Technology Industry/No. 2 Profit Forecast in Chemical
and Forestry Industry/No. 3 Stock Selection in Metals and
Mining Industry/No. 3 Profit Forecast in Hotel, Restaurant
and Leisure Industry/No. 3 Profit Forecast in Real Estate
Industry

China (including Hong Kong)

No. 2 Overall Analyst Awards: Utilities (Best Profit
Forecast)/No. 1 Utilities Profit Forecast/No. 2 Profit
Forecast in Interactive Media and Services Industry/No. 2
Profit Forecast in IT and Consumer Durables Industry/No.
3 Profit Forecast in Consumer Discretionary Industry/No.
2 Profit Forecast in Chemical and Forestry Industry/No. 3
Stock Selection in Metals and Mining Industry/No. 3 Profit
Forecast in Hotel, Restaurant and Leisure Industry/No. 3
Profit Forecast in Real Estate Industry

India

No. 2 Overall Analyst Awards: Information Technology
(Best Stock Selection)/No. 1 Stock Selection in Energy
Industry/No. 2 Profit Forecast in Transportation Industry/
No. 3 Utilities Profit Forecast

Japan

No. 1 Stock Selection in Transportation Industry/No. 2
Stock Selection in Technology Hardware Industry/No. 2
Stock Selection in Telecommunication Services Industry/
No. 3 Stock Selection in Entertainment Industry/No. 3
Profit Forecast in Transportation Industry
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GoldStone Investment
Issued by: China Securities Journal
Golden Bull Broker’s Equity Investment Annual Winner

Issued by: Zero2IPO Group
No. 7 2018 Top 50 Best Private Equity Investment
Institutions in China

CITIC Futures

Issued by: Shanghai Futures Exchange

2018: Outstanding Member (Gold), Industry Service Award
(bronze, fuel oil, asphalt, zinc, lead, steel, tin, gold, silver,
aluminum, natural rubber, nickel), Options Market Service
Award, Social Responsibility Contribution Award

Issued by: Hong Kong Stock Exchange
2019 Model Chinese Futures Dealers, Important Partners

Issued by: Shanghai International Energy Exchange
2018 Outstanding Member

Issued by: Futures Daily, Securities Times

Best Futures Company in China, Junding Award for
Excellent Futures Companies, Best Service Award for
Commodities Futures Industry, Best Service Award for
Financial Futures, Best Targeted Poverty Alleviation
Outstanding Contribution Award, Best Asset Management
Leading Award, Annual Best Investor Education Work
Award, Best Futures IT System Construction Award, Best
Futures Derivatives Comprehensive Service Innovative
Award, Best Integrity and Self-discipline Futures Company,
Emerging Future Company Award for Internationalization
Process, Best Corporate Branding Development Award,
Most Popular Public Account for Futures Institutions,
Best Risk Management Subsidiary Service Award
(CITIC Securities Capital Management Co., Ltd.), Best
Overseas Futures Business Service Award (CITIC Futures
International Co., Ltd.), Best Futures Operation Branch
in China (CITIC Futures Beijing Branch Office), China
Golden Futures Research Institute (Research Consulting
Department of CITIC Futures)



China AMC
Issued by: Shanghai Stock Exchange
Best 10 Index ETF Manager

Issued by: The Asset

China Annual Fund Management Company Highly
Commended Award, Best ESG Fund Management
Company in China

Issued by: Securities Times, Chinafund

Best Index Development Fund Company, Best Social
Commonweal Practice Case, Best Comprehensive
Marketing Planning Case Award, Best Marketing Planning
Innovation Award

ChinaAMC SSE Index ETF won the Annual Best Stock
Index ETF Award

ChinaAMC China Securities SOE structural adjustment ETF
won the Annual Best Innovative Fund Product Award
ChinaAMC Ankang Credit Optimized Bonds won Five-Year
Continuous Returns Positive Bond Star Fund

ChinaAMC Overseas Income Bond won Three-Year
Continuous Return QDII Star Fund

ChinaAMC Dingmao Bond won the Annual Star Fund of
Ordinary Bond

Issued by: Shanghai Securities News

Golden Fund TOP Fund Company Award, Golden Fund
Passive Investment Fund Management Company Award
ChinaAMC CSI 300 Index ETF — The 16th Golden Fund —
Index Fund Award (Three-year)

Issued by: China Securities Journal
Golden Bull Award for Passive Investment Fund Managers

CITIC Securities Company Limited | 2019 Annual Report
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Financial Summary

Key Financial Data
Key accounting data

Variance in
comparison with

In RMB million

Items 2019 2018 last year (%) 2017

Total revenue and other income 57,080 51,061 11.79 56,960

Operating profit 16,194 11,734 38.01 15,570

Profit before income tax 16,995 12,466 36.33 16,174

Net profit attributable to owners of the parent 12,229 9,390 30.23 11,433

Net cash inflow/(outflow) from operating activities -4,004 57,619 N/A -66,703
Variance in

31 December

31 December

comparison with

31 December

Items 2019 2018 last year (%) 2017
Total assets 791,722 653,133 21.22 625,575
Total liabilities 626,272 496,301 26.19 472,432
Equity attributable to owners of the parent 161,625 153,141 5.54 149,799
Issued share capital 12,117 12,117 — 12,117
Key financial indicators
Variance in
comparison with
Items 2019 2018 last year (%) 2017
Basic earnings per share (RMB yuan/share) 1.01 0.77 31.17 0.94
Diluted earnings per share (RMB yuan/share) 1.01 0.77 31.17 0.94
Return on weighted average equity (%) 7.76 6.20 Increased by 7.82

1.56 percentage
points
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31 December

31 December

Variance in

comparison with

31 December

Items 2019 2018 last year (%) 2017
Net assets per share attributable to 13.34 12.64 5.54 12.36
owners of the parent
(RMB yuan/share)
Gearing ratio (%)Note 75.25 71.76 Increased by 70.87

3.49 percentage

points

Note: Gearing ratio = (total liabilities — customer brokerage deposits)/(total assets — customer brokerage deposits)

Net capital and relevant risk control indices of the parent company

31 December

31 December

Items 2019 2018
Net capital (RMB million) 94,904 91,996
Net assets (RMB million) 133,558 125,476
Total risk capital reserves (RMB million) 56,864 50,019
Risk coverage ratio (%) 166.90 183.92
Capital leverage ratio (%) 13.73 16.22
Liquidity coverage ratio (%) 151.15 247.92
Net stable funding ratio (%) 123.95 156.16
Net capital/net assets (%) 71.06 73.32
Net capital/liabilities (%) 23.35 28.91
Net assets/liabilities (%) 32.86 39.44
Value of proprietary equity securities and derivatives held/net capital (%) 48.40 28.91
Value of proprietary non-equity securities and derivatives held/net capital (%) 289.59 230.75

Note: The risk control indices for every business of the parent company are in compliance with the relevant requirements of Administrative Measures for the
Risk Control Indices of Securities Companies issued by the CSRC.
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Financial Data for the Last 5 Years
Operating results

In RMB million

Items 2019 2018 2017 2016 2015
Total revenue and other income 57,080 51,061 56,960 50,067 72,924
Operating expenses 40,886 39,327 41,390 36,154 46,282
Share of profits and losses of

associates and joint ventures 801 732 604 350 645
Profit before income tax 16,995 12,466 16,174 14,263 27,287
Net profit attributable to owners of

the parent 12,229 9,390 11,433 10,365 19,800

Financial position

31 December

31 December

31 December

31 December

In RMB million

31 December

Items 2019 2018 2017 2016 2015
Issued share capital 12,117 12,117 12,117 12,117 12,117
Total equity 165,450 156,832 153,143 145,789 141,737
Equity attributable to owners of the parent 161,625 153,141 149,799 142,696 139,138
Total liabilities 626,272 496,301 472,432 451,650 474,371
Customer brokerage deposits Nt 123,351 97,774 99,855 134,398 150,457
Total assets 791,722 653,133 625,575 597,439 616,108
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Key financial indicators

Items 2019 2018 2017 2016 2015
Dividends per share (RMB yuan/share) 0.50 0.35 0.40 0.35 0.50
Basic earnings per share
(RMB yuan/share) 1.01 0.77 0.94 0.86 1.71
Diluted earnings per share
(RMB yuan/share) 1.01 0.77 0.94 0.86 1.71
Return on weighted average equity (%) 7.76 6.20 7.82 7.36 16.63
Gearing ratio (%)Noe? 75.25 71.76 70.87 68.51 69.56
Notes:
1. Customer brokerage deposits above represent the amount received from and repayable to clients arising from the normal courses of the Group’s

securities brokerage business. The fund is restricted and governed by the relevant third-party deposit institutions.

2. Gearing ratio = (total liabilities — customer brokerage deposits)/(total assets — customer brokerage deposits).

Total revenue and other income
In RMB100 million

729.24

569.60 570.80
500.67 510.6

2015 2016 2017 2018 2019

Equity attributable to

owners of the parent
In RMB100 million

1,391.38 1,426.96 1:497.99 1,531.41 16125

J | N

2015 2016 2017 2018 2019
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Net profit attributable to

owners of the parent
In RMB100 million

198.00

122,29

114.33
103.65 93.90

2015 2016 2017 2018 2019

Return on weighted average equity
16.63%

o -82% 7.76%
e 6.20% °

|

2015 2016 2017 2018 2019

Total assets
In RMB100 million

7,917.22
6,531.33
6,161.08 57439 6:255.75
2015 2016 2017 2018 2019

Gearing ratio

75.25Y%
69.56% gggio, 70.87% 1 176% ’

|

2015 2016 2017 2018 2019




Management Discussion and Analysis

Corporate Strategy and Long-term
Operation Model

Landscape and trend of the industry

Capital market will undergo profound changes

Capital market reform has had a clear top-level design.
With the amended Securities Law, “Twelve Rules for
Deepening Reform” and the Plan for Actions to Improve
Quality of Listed Companies, capital market will be
promoted towards the objectives of becoming more
“regulated, transparent, open, vigorous and resilient”.

The basic system reform in capital market is accelerating
at full speed. Experience relating to system innovation of
the STAR Market will be adopted and promoted, while
the registration system reform centering on information
disclosure is deepening continuously, with the exit
mechanism undergoing improvement. The basic system of
capital market has achieved constant enhancement, with
higher requirements for the ability of securities companies
in pricing research, value discovery, marketing and risk
management.

Opening up of capital market will reach a new level.
With successive implementation of policies as to MSCI
expansion and more QFIl and RQFIl quota since 2019,
foreign capital will become an important participant of the
Chinese capital market.

Securities industry will face more competition

In 2020, restrictions on proportion of foreign equities
in futures, fund and securities companies are being
successively loosen, attracting foreign-funded investment
banks and asset management institutions to expand their
layout in the Chinese market. Foreign-funded institutions
will leverage their advantages in international financial
market to compete head-on with local brokers in aspects
such as mixed operation, institutional client service,
product pricing ability, business innovation and talents.

Wealth management subsidiaries of banks will intensify
the competition in asset management. Starting operations
successively in 2019, wealth management subsidiaries of
banks will, by virtue of retail and corporate client resources
of commercial banks and stronger advantages in fixed
income products, impact existing public funds and asset
management brokers. The relationship between securities
companies and wealth management subsidiaries of banks
will transform to frenemies from mainly pure partners.

Financial technology and securities industry will be
integrated at a faster pace. Continuously increasing
investment in technologies, some brokers have entered
into substantive cooperation with technology companies by
introducing strategic investors, establishing technological
joint  ventures and other means. Internet giants
continuously strengthen their layout in smart investment
consultancy, asset management and other fields, posing
new challenges to business expansion of brokers based
on their advantages in digitalization and technological
capabilities. Technologies are gradually expediting the

reform on commercial models of finance.

Development strategy of the Company

The development vision and goal of the Company is to
become a domestically leading and internationally first-
class Chinese investment bank most trusted by clients
around the world. It strives to maintain the leading
position in China and amongst the top in Asia for its
principal businesses, while fully optimizing and enhancing
its business layout, management structure, operation
mechanism and appraisal system. Through benchmarking
banks, the Company
will continue to address its shortcomings and aim to

with  world-class investment

outperform them by pursuing business diversification,

broader customer base and higher competitiveness in the
international market.
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Business plan for 2020

In 2020, the Company will practice the national strategies
and real economy under the guidance of Xl Jinping’s
Thought on Socialism with Chinese Characteristics to
promote the high-quality and sustainable development
of the Company. The Company will implement global
integrated vertical management to enhance its cross-
border service capability; strengthen strategic client
services to continuously expand its client market coverage;
allocate global assets to improve its ability in investment
and transaction; implement its financial technology
development strategy to promote its business model
transformation; continuously step up talent team building
to optimize its talent structure; and strengthen party
construction and corporate culture construction and
actively fulfil its social responsibilities.

Please refer to “Business Overview” of this report.

Capital requirement

In 2019, the Company conducted all businesses in an
orderly manner. The businesses including bond market-
making, margin financing and securities lending business
and stock-pledged financing business are all capital
intensive and have high capital requirements. During the
Reporting Period, the Company completed domestic
debt financing of RMB125.7 billion and overseas debt
financing of US$1,300 million. The Company’s interest cost
was on a downward trend on the whole. The Company
will strengthen its unified management of domestic and
overseas capitals, continue to improve its overall capital
allocation efficiency and keep exploring new financing
products and models to ensure the capital requirement of
business development.
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Possible risks exposure

Currently, the global economy growth continues to slow
down, with evident increase in sources of unrest and risk in
the world. China is now in a critical period for development
model transformation, economic structure optimization and
growth momentum transformation. Structural, institutional
and periodic issues are interweaved with each other and
impacts brought by the simultaneous occurrence of the
above three aspects continue to intensify, increasing the
pressure of the economy downturn. Against the backdrop
of changing external environment, the growth in credit
derivatives, bulk commodities, foreign exchange and other
new businesses will increase market risks correspondingly.
Financing business and fixed income product investment
are exposed to changes in credit risk and counterparty
risk. Therefore, the Company should, in its steady
operation, ensure risks are detectable and controllable
amid business expansion.

Please refer to “Material Risk Factors” in this report. Please
refer to “Risk Management” in this report for overall risk
management, compliance and risk control and IT input.

Business Overview

Analysis of Principal Businesses

The investment banking business of the Group consists
of equity financing, debt financing and asset-backed
securitization as well as financial advisory services. The
Group provides fund raising and financial advisory services
to a wide range of enterprises and other institutional clients
in China and globally.

The wealth management business of the Group is
mainly engaged in broking of securities and futures, and
distribution of financial products.



The institutional brokerage business of the Group
provides domestic and overseas professional institutional
investors client bases with various professional value-
added services, including marketing research, transaction
execution, share financing and trading projects
recommendation for their investments and trading, in
Chinese stock markets and Asia-Pacific, American and

other overseas stock markets.

The trading business of the Group is primarily engaged
in trading and market-making of equity products, fixed
income products and derivatives, foreign exchange
business, margin financing and securities lending business,
alternative investment and bulk commodity business.

The Group provides asset management services and
products to clients in China and globally. The Group has
been engaged in asset management businesses including
collective asset management (“CAM”), separately managed
account (“SMA”) and specialized asset management
(“SAM”), fund management and other investment accounts
management.

The investment business of the Group mainly comprises
private equity investment and other business.

The Group provides services such as custody and
research.

Investment banking

Equity financing

Market conditions

In 2019, with the launch of the STAR Market and the
pilot registration-based system, the offering size of IPO
expanded significantly, evidenced by the listing of 70
enterprises on the STAR Market since the opening of the
STAR Market on 22 July to 31 December. The pace of
IPOs remained stable with a cumulative approval rate of
84.15% (excluding those on the STAR Market). With the
normalization of IPOs, the approval rate for issuance review
increased significantly. The changes in the structure of
refinancing products led to greater difficulties in private
placement and significantly increased issuance scale of
convertible bonds.

In 2019, A-share equity underwriting (for cash) amounted
to RMB1,007,082 million, representing a year-on-year
increase of 28.88%; A-share equity underwriting (including
private placements for asset transactions) amounted
to RMB1,540,470 million, representing a year-on-year
increase of 27.47%. The market share of the top ten
securities companies in A-share equity underwriting (for
cash) amounted to 72.72%, indicating a high level of
concentration.

In 2019, H-share IPO underwriting amounted to US$40.35
billion, representing a year-on-year increase of 10.01%;
H-share underwriting in refinancing market amounted to
US$16.81 billion, representing a year-on-year decrease
of 39.81%. On the basis of the underwriting amount
distributed evenly among all underwriters, the market share
of top ten investment banks for H-share IPO underwriting
totalled 46.63%.

Actions and achievements

In 2019, in respect of domestic equity financing, the
Company consolidated and expanded its client base by
further enhancing full-product coverage for clients with
major layout in the STAR Market. As at 31 December
2019, the Company has advised on 22 STAR Market
IPOs as a sponsor/lead underwriter, including 9
completed IPOs. The Company actively explored business
opportunities in the convertible bonds, mixed-ownership
reform  of enterprises,
debt-to-equity swaps and other business opportunities
and achieved positive results. Meanwhile, the Company
continuously improved the internal control system of
investment banks to put project risks under strict control,
thereby enhancing and increasing its comprehensive
competitive strength.

state-owned market-oriented

In 2019, the Company completed a total of 81 A-share
lead underwriting projects with an aggregate lead
underwriting amount of RMB279,803 million (including
private placements for asset transactions), accounting for a
market share of 18.16% and ranking the first in the market.
Among them, 28 were IPO projects, with an aggregate
lead underwriting amount of RMB45,133 million; 53 were
refinancing issuance projects, with a total lead underwriting
amount of RMB234.67 billion.
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2019 2018

Lead Lead

Underwriting Underwriting
Amount Number of Amount Number of
Projects (RMB million) Issuances (RMB million) Issuances
IPOs 45,133 28 12,776 11
Re-financing issuances 234,670 53 165,524 43
Total 279,803 81 178,300 54

Source: Wind Info and the Company'’s internal statistics

Note 1: When compiling the above table, the date of completion of an IPO, a public equity issuance, an issuance of convertible bonds/exchangeable bonds, a
private placement, a rights issue and an issuance of preference shares is the listing date.

Note 2: In the event that the amount undertaken by the underwriter is not specified, the underwriting amount of joint-lead underwriting projects is calculated by

dividing the total project size by the number of lead underwriters.

Regarding overseas equity financing business, the
Company completed 17 IPOs in Hong Kong market, 4
IPOs in US market and 1 IPO in Philippine market. The
Company ranked second in respect of the number of
sponsored IPOs in Hong Kong market, and participated in
IPOs and refinancing in US market in the capacity of joint
bookrunner for the first time in the past ten years.

Outlook for 2020

In 2020, the Company will further expand its coverage
of domestic and overseas clients,
coverage effectiveness and increase projects in stock;

improve the client

strengthen the research on emerging industries, clients and
innovative products; actively optimize its business structure
according to market development and client needs,
obtain key transactions from important clients and further
enhance its market influence. The Company will act closely
in line with policy changes and give play to the overall
advantages of investment banks to continuously develop
the layout for the STAR Market, Shanghai-London Stock
Connect, Pilot Registration-based Mechanism for IPOs on
the Second Board and other innovative businesses; and
provide clients with integrated investment banking services
by strengthening the building of capabilities in equity
underwriting and leveraging its platform strength.
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Debt and asset-backed securitization
Market conditions

In domestic market, in 2019, under the influence of
decrease in economic growth, overall easing liquidity and
the central bank’s move to lower the required reserve ratio
and the interest rate, the yield rate on debentures dropped
significantly and financing in the primary bond market
increased significantly. Bond defaults remained frequent,
as evidenced by continuing increase in the number and
amount of defaulted bonds, leading to noticeably diverged

demands for high-grade and low-grade bonds.



In 2019, China’s bond market recorded a total issuance
size of RMB27.21 trillion (excluding interbank certificates of
deposit), representing a year-on-year increase of 19.64%.
The aggregate issuance size of debentures (net of treasury
bonds, policy bank financial bonds and local government
bonds) amounted to RMB14.83 trillion, representing a
year-on-year increase of 29.54%.

In overseas market, the Federal Reserve further released
the dovish signal by lowering the interest rate three times
in 2019, contributing to stable market fundamentals and
adequate liquidity. Meanwhile, with the relaxation of trade
tensions between China and the US, investors showed
increasing demands for Chinese USD bonds and the
market sentiment remained bullish. In 2019, overseas
primary bond market hit a record in respect of the number
of new issuances, with a total of 594 overseas bonds
issued by Chinese enterprises involving a total financing
size of US$225.7 billion, representing an increase of

37.3% from 2018. The issue size of financial institutions,
real estate enterprises and local state-owned enterprises
approximately accounted for 75% of the total issuances.

Actions and achievements

In 2019, the Company’s underwriting amount of bonds
(including convertible bonds and exchangeable bonds)
and asset-backed securitization  business  totaled
RMB1,001,530 million,
31.03% as compared to the same period of last year. The
Company contributed 13.18% of the total underwriting

amount of securities companies, ranking first among the

representing an increase of

peer group, and 5.29% of the total underwriting amount
of underwriting institutions including commercial banks,
ranking fifth in the market; the Company underwrote
1,981 projects, ranking first among securities companies,
and maintained its leadership in underwriting business of
corporate bonds and asset-backed securitization products.

2019 2018

Lead Lead
Underwriting Number of Underwriting Number of
Amount Issuances Amount Issuances

Projects (RMB million) (RMB million)
Enterprise bonds 28,936 33 38,034 28
Corporate bonds 200,805 301 141,076 189
Financial bonds 271,998 141 218,760 83
Medium-term notes 44,907 54 30,519 39
Short-term commercial papers 12,732 21 13,632 23
Private placement notes 14,287 27 8,410 21
Asset-backed securities 246,624 578 242,339 431

Convertible bonds/exchangeable

bonds 97,853 26 7,423 5
Local government bonds 83,480 800 64,223 576
Total 1,001,530 1,981 764,416 1,395

Source: Wind Info and the Company'’s internal statistics
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For overseas bond financing business, the Company
completed a total of 61 bond financing projects, with
clients from the Mainland China, Hong Kong, Singapore,
Philippines and India; in addition to bond underwriting,
the Company provided more diversified structured and
leveraged financing and risk solutions.

Outlook for 2020

In 2020, against the backgrounds of the central bank’s
easing monetary policy and lowering of entity financing
cost, the bond market yield rate will remain in a downward
lane and the issuance size in the primary market is
forecast to maintain a mild increase; institutional investors
will face greater pressure in asset allocation, and the
market will continue to become more active; given the
constant exposure to credit risk, there is an increased
risk of defaults by high-leverage enterprises and private
enterprises.

In 2020, the Company will actively seize the business
develop
customers and improve service quality by leveraging the

opportunity,  furthner step up efforts to
comprehensive advantages of investment banks, and
continue to consolidate and enhance competitive strengths
of bonds and asset-back securitization business. The
Company will focus on developing bond and asset-backed
securitization business opportunities from non-financial
enterprises; actively explore bond financing opportunities
from local enterprises and regional clients; and promote
the integration of domestic and overseas investment
banking resources to improve the market share of its
overseas business.
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Financial advisory services

Market conditions

According to Dealogic, in 2019, the total value of global
merger and acquisition transactions announced reached
US$4.06 trillion and the number of announced transactions
amounted to 35,381. On a sector basis, the electronics
and computer sector was the most active with the value
of merger and acquisition transactions announced in
2019 amounting to US$808.3 billion, which accounted
for 19.90% of the total value of merger and acquisition
transactions announced; the medical and healthcare
sector followed with the value of merger and acquisition
transactions announced in 2019 amounting to US$579.4
billion, accounting for 14.27% of the total value of merger
and acquisition transactions announced.

In 2019, the number of announced merger and
acquisition transactions in the market involving Chinese
enterprises was 5,332, involving a transaction size of
approximately US$474.3 billion, of which, 825 were cross-
border transactions, involving a total transaction size of
approximately US$91.7 billion.

Actions and achievements

In 2019, the size of A-share material assets restructuring
transactions completed by the Company amounted to
approximately RMB163.3 billion and ranked first in the
industry. The Company closely kept up on market and
policy trends, enhanced the coverage of full products of
merger and acquisition and completed a number of large
merger and acquisition and restructuring transactions with
market influence in fields of market-oriented debt-to-equity
swaps, internal restructuring of central enterprises, market-
oriented merger and acquisition etc., including the market-
oriented debt-to-equity swaps of Chalco, absorption and
merger of Sinotrans Air by Sinotrans, back-door listing
of Easyhome through Wuhan Zhongshang Commercial,
absorption and merger of LittleSwan by Midea Group etc.
which continuously built up the Company’s market status
and industry competitiveness in the merger and acquisition
field.



In 2019, the Company continued to expand its overseas
business layout and actively carried out cross-border
merger and acquisition business. The Company helped
COFCO Property complete the acquisition of the
controlling interest in Joy City Property with a consideration
of RMB14.756 billion, thereby giving COFCO Group the
access to both A-share and H-share financing platform
for its real estate sector; and assisted BY-HEALTH in
completing the cross-border acquisition of the whole equity
interest in Life-Space Group, an Australian probiotics
brand, which further expanded the overseas strategic
layout of BY-HEALTH.

Outlook for 2020

In 2020, the Company will strengthen its coverage
of high quality enterprises and keep close track of
market opportunities and policy trends. It will actively
formulate plans in relation to merger and acquisition and
restructuring of large enterprises, spin-off and listing,
restructuring and listing of high-tech enterprises, return
and privatization of China concept stocks, market-
oriented debt-to-equity swaps, enterprise bankruptcy and
reorganization, etc., actively grasp business opportunities
and continuously improve its ability to provide integrated
merger and acquisition services.

Furthermore, the Company will continue to leverage its
global network resources and strengthen domestic and
overseas business collaboration with the further opening of
domestic market. In active response to the Belt and Road
Initiative of China, it will grasp the demand of enterprises
in business integration and market expansion and provide
domestic and overseas clients with integrated solutions
for cross-border merger and acquisition to accelerate
industrial transformation and internationalization of Chinese
enterprises.

The business of New OTC Market

Market conditions

As at the end of the Reporting Period, the number of
companies listed on the New OTC Market amounted to
8,953, with total issued shares of 561,629 million and a
total market capitalization of RMB2,939,960 million. In
2019, the total trading volume of the New OTC Market
amounted to RMB82,569 million, and the total funds raised
from the issuance of shares amounted to RMB26,463
million. As at the end of the Reporting Period, the NEEQ
component index closed at 928.78, representing a
decrease of 2.73% as compared to the end of 2018; the
NEEQ market-making component index closed at 914.75,
representing an increase of 27.24% as compared to the
end of 2018.
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Actions and achievements

In 2019, the New OTC Market business of the Company
continued to operate on the basis of expanding the client
coverage with value identification and actualization as
the core. On the one hand, it continuously optimized the
market-making and position structures and enhanced the
coverage of high quality enterprises. On the other hand,
it placed great emphasis on quality control and effectively
controlled business risks.

As at the end of the Reporting Period, the Company, as
the sponsorship broker, conducted continuous supervision
over a total of 20 listed enterprises, among which, 6
companies entered the innovative layer. In 2019, the
Company provided market-making services for 93 listed
companies, among which, 44 companies entered the
innovative layer.

Outlook for 2020

In 2020, the Company will, according to the progress of
deepened reform of the New OTC Market, continuously
improve the business management system and market
development system with value realization and actualization
as the core, to drive the development of other relevant
business and provide quality integrated services in the
New OTC Market. It will select high quality enterprises,
and deepen the exploration of enterprise value, in order to
create good returns.

Wealth management

Market conditions

In 2019, the overall market trading of the domestic
securities market increased as compared with 2018,
with SSE Composite Index rising by 22.30%, SSE SME
Composite rising by 31.89% and ChiNext Composite Index
rising by 38.72%. In the main overseas markets, the US
market performed well in 2019, with Dow Jones Index
rising by 22.34% and S&P 500 rising by 28.88%, while the
Hong Kong market showed a less positive picture, with
Hang Seng Index rising by 9.07%.
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Actions and achievements
In 2019, the
classification service system, deeply sorted out customer

Company improved the customer
service demands and corporate service ability, realized
accurate identification and service matching of customers’
differentiated demands; enriched the investment product
system collaboration and explored a new method for
serving ultra-high net worth customers; deeply applied
such technologies as artificial intelligence and big data
and independently built a wealth management platform
integrating “product sale, investment consultancy and
asset allocation”, and leveraged intelligence engine to
upgrade wealth management under the drive of data and
financial technology; improved the internal organizational
structure, rationalized the wealth management promotion
systems from the headquarters to the branches, took
branches as regional platform for all businesses of the
Company and improved our regional competitiveness.
In 2019, the total trading volume of securities and funds
handled by the Company and CITIC Securities (Shandong)
on behalf of customers amounted to RMB15.5 trillion
and the distribution of financial products amounted to
RMB778.3 billion. As at the end of the Reporting Period,
the total number of individual customers exceeded 8.7
million and the number of general legal person institutional
customers reached 37,000. Customer assets under
custody in aggregate amounted to RMB5.8 trillion. In 2019,
the plan for the Company’s acquisition of Guangzhou
Securities was approved by the CSRC and the Company
has covered all 31 provinces, autonomous regions and
municipalities with its business outlets in Mainland China.

In 2019, the Company implemented its development

requirements of the global integration in wealth
management business, integrated its overseas retail
and wealth management, strengthened the cooperation
and business synergy between domestic and overseas
departments by strengthening business training,
straightening out the cooperation mechanism, and
optimizing the incentive mechanism, so as to provide
customers with all domestic and overseas products and

services.



Outlook for 2020

In 2020, the Company will firmly pursue the transformation
and upgrade of wealth management, improve the
customer-centred  wealth  management development
mode of CITIC Securities, provide more intensive and
extensive services, offer comprehensive financial products
and services to meet customers’ needs for preservation,
enhancement and inheritance of their assets; improve
the staff quality and professional service ability; deepen
the application of science and technology, build a wealth
management ecosystem and improve the experience
of financial service for customers; gradually establish a
comprehensive wealth management platform to provide
global asset allocation and trading services for domestic

and overseas high-net-worth clients.

Institutional stock brokerage business

Market conditions (please refer to “Wealth
management” under this section)

Actions and achievements

In 2019, the stock brokerage business for domestic
institutions  mainly covered domestic professional
institutional investors such as public funds, insurance
companies, private funds and wealth management
subsidiaries of banks and foreign professional institutional
investors such as QFIl, RQFIl and WFOE. In 2019, the
Company maintained its overall leadership in domestic
institutional brokerage business. In particular, the Company
ranked first in the market regarding the compartment
commission received from public funds in the first half of
2019; the number of trading clients of QFII/RQFII increased
to 203, ranking top in the market; the coverage of key
private funds increased to 75%; the Company won all the
bids for broker settlement mode business implemented

among wealth management subsidiaries of banks.

In 2019, the Company posted steady development of
stock brokerage business for overseas institutions. Centred
on stock products in the Asia-Pacific market, the Company
provided trading and research services for institutional
customers in the world via its branches in 14 countries and
regions. Besides, based on traditional brokerage business,
the Company stepped up development of cross-sale and
programmatic electronic transaction business, with a top-

ranking market share in the Asia-Pacific region (excluding
Japan). In particular, the Company witnessed an increasing
market share in areas such as Mainland-Hong Kong Stock
Connect, Hong Kong, Malaysia, Indonesia, the Philippines
and South Korea.

Outlook for 2020

In 2020, the Company will firmly and continuously promote
the integration and expansion of domestic and overseas
unified stock brokerage business for global institutions
and better combine its local business advantages and
customer resources in China with foreign customer
relationship network and professional service ability of
CLSA, the Company’s overseas subsidiary. On the one
hand, the Company will endeavour to provide better
integrated and professional value-added services and
comprehensive services for international institutional
investors in investing in China’s stock assets, so as to
better satisfy international institutional customers’ needs
in investment transactions and business development
in China. On the other hand, the Company will take the
initiative to provide more and better cross-border value-
added services for Chinese institutional investors investing
in overseas markets.

In stock brokerage business for domestic institutions,
the Company will continue to explore customer market,
expand effective customer coverage and improve
customers’ satisfaction. Centred on customers, the
Company will actively coordinate the connection of
its various business products and resources, provide
professional and comprehensive services with higher
quality, and deepen and expand customer business
cooperation.
Regarding stock brokerage business for overseas
institutions, the Company will continue to consolidate and
improve its international and professional business ability,
maintain its leading advantages in the Asia-Pacific region,
make full use of its parent company’s edges and resources
in China, closely cooperate with the business departments
of the headquarters and focus on developing products and

businesses related to China.
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Trading

Market conditions

In 2019, the overall macro policies were more positive
than 2018, the domestic economic downward pressure
eased and the development trend of the external trading
environment ceased to get worse albeit challenges.
The stock market reversed unilateral downward trend in
2018, with the CSI Free Float Index rising 30.8% and the
average daily trading volume of the market rising nearly
40% compared with the same period in 2018. Leaders
of various industries showed excellent performance, with
a significant growth in the consumption, medical and
technology industries in particular.

In 2019, the major overseas markets showed a rising
trend, with further easing policies of major central banks,
adequate global liquidity and excellent performance
recorded in most assets. The central banks in Europe and
Japan maintained loose monetary policies and the Federal
Reserve resumed its interest-rate cut and restarted QE in
the second half of 2019. The US stocks continued to see a
bull market, recording another historic high. The large-cap
stocks represented by the S&P 500 rose significantly by
31.5%, the Dow Jones Index rose by 22% and the Nasdaq
100 Index rose by 39.5%. The Hong Kong market showed
a relatively weak performance, with the Hang Seng Index
rising by 9%. The major markets in the world maintained
a relatively low volatility. In 2019, the overseas market of
exchange-traded stock derivatives continued to record
stable growth and the activity of the exchange-traded and
OTC equities of China Concept Stock rose significantly.
Overseas listed ETFs tracking A share and H share
recorded substantial growth in asset size, trading volume
and derivative trading scale.

Meanwhile, two-way opening up of the capital market
progressed remarkably in 2019, bringing evident changes
to the market and development opportunities for global
business. Constant innovation and optimization of the
connection modes in domestic and overseas capital
markets including QFIl, RQFII, QDII, Shanghai-Hong Kong
Stock Connect, Shenzhen-Hong Kong Stock Connect,

34

Shanghai-London Stock Connect, cross border and China-
Japan ETF Connect created an opportunity for domestic
and overseas business linkage. Since 2019, foreign
investors have shown growing enthusiasm for buying
financial assets from China. MSCI, an international indexing
company, increased A share inclusion factor for three times
to 20% for the year, FTSE Russell Index included A shares
and S&P Dow Jones Indices included Chinese A share
listed companies in S&P Emerging BMI.

In 2019, the bond market underwent mild volatility, with
ChinaBond Composite Wealth Index rising by 4.6%.
National bonds witnessed range-bound fluctuations in
medium and long-term key-duration interest rates and the
short-end interest rate remained low, with relatively loose
interbank liquidity. In 2019, the global bond market thrived
under the drive of emerging market bonds and high-yield
bonds. In particular, it was mainly attributed to the Asian
high-yield bonds (with a 10% year-on-year growth in yield)
and Asian dollar bonds (with an 8% year-on-year growth in
yield) and China contributed 80% to the issuance volume
of the Asian dollar bonds. With continued interest-rate
cut by global central banks, investors will keep pursuing
higher-yielding assets, which trend is expected to continue
in 2020.

Actions and achievements

In 2019, for the equity derivatives business, the Company
provided its institutional clients with OTC derivatives
services such as OTC options quotation transactions,
stock return swaps and cross-border business return
swaps, solving clients’ needs for risk management,
global asset allocation and strategic investment and
others; provided institutional clients and retail clients with
OTC products such as floating return-linked beneficiary
certificates and structured products to meet clients’ needs
for wealth management and large-scale asset allocation;
provided liquidity market-making services for exchange-
traded fund products and options products. In 2019, OTC
derivatives business of the Company continued to develop;
OTC products further enriched the linked target and
revenue structure. The market-making business developed



in the direction of multiple products and diversification
and the SSE 50 ETF options market-making continued
to rank at the forefront of the market. The Company
kept the business model with an extensive client base, a
rich supply of products, and relatively stable yields. The
trading volume of overseas equity derivatives continued to
expand, the number of our clients continued to increase
and constant innovations were made in business models.
The Company became the first Chinese broker entering the
Korean derivatives market, with transactions setting foot in
Canada, Japan, Europe and other markets. The Company
helped clients participate in GDR-related transactions and
provided transactional clients with efficient trading tools.
The Company provided structurally rich OTC derivative
transactions for overseas hedge funds, private banks,
and wealth management institutions, and offered clients
cross-time zone global market derivative transactions via
transaction platforms in Hong Kong, Singapore, London
and other places.

In 2019, in respect of the fixed income business, the
Company made good use of its customer resources
and enhanced its comprehensive capabilities for product
design and customer service through strengthening
cooperation among various business segments, with the
business covering various fixed income products, markets
and customers. In 2019, the Company obtained the
qualification to engage in exchange settlement and sale
business and ranked the first in the industry in terms of the
sales of interest rate products. The Company improved
credit research and its ability of risk management,
developed cross-border business, and devoted more
efforts in bond and derivative market-making, ranking the
first in the industry in terms of the trading volume of Bond
Connect. Moreover, the Company actively promoted the
investment advisory services for financial institutions such
as joint-stock banks and urban commercial banks, and its
investment advisory business steadily developed.

In 2019, in respect of the bulk commodity business,
the Company focused on commodities derivatives and
provided such services as commodity allocation, hedging

and risk management for onshore and offshore corporate
and institutional investors, implemented the concept of
finance serving the real economy, continued to conduct
trading business, and strengthened the profitability
and customer coverage of commodities swap and
commodities OTC option businesses. This initially formed
a business model where commodities derivatives trading
and quotation and market-making businesses developed
together, with a hope to further offer customized and
professional financial services related to bulk commodities
to a wide range of domestic and foreign industry and
institutional clients.

In 2019, while maintaining an industry leading position
in the scale of margin financing and securities lending
business, the Company further improved its professional
management of financing business, optimized the
development structure of different types of financing
businesses, and gave play to the cross-service function
of wvarious financing tools; by leveraging innovative
regulatory rules on securities lending on the STAR market,
public and social security funds participating in lending,
increasing the size of targets of margin financing and
securities lending, vigorously expanded the securities
lending business and continued to provide customers with
comprehensive business solutions for securities lending
and financing; gradually deployed domestic and overseas
financing business and implemented integration schemes
to meet the diversified investment and financing and asset
allocation needs of domestic and overseas customers.

In 2019, with respect to the stock proprietary business, the
Company, leveraging the study on industrial fundamentals,
focused on high-quality growth enterprises and continued
to adhere to the absolute return-oriented strategy from the
perspective of macro asset allocation to achieve steady
growth in performance. Meanwhile, it expanded business
in the Hong Kong stock market to get access to more
outstanding companies and disperse risks from a single
market. In addition, the Company formed a flexible fund
management system through the combination of futures
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and spot trading, which saved capital cost, reduced
performance fluctuation and effectively put the market risks
of portfolio under control.

In 2019, in respect of the alternative investment business,
the Company actively responded to market changes,
focused on quantitative trading, flexibly used various
financial instruments and derivatives for risk management,
developed multi-market diversified investment strategies,
thus effectively diversified investment risks and enriched
sources of income. The use of the latest technology
of artificial intelligence/machine learning in strategy
development has achieved results. Currently, the
businesses or strategies we have commenced include:
stock index arbitrage, long/short equity, macroeconomic
hedging, statistical arbitrage, fundamental quantification,
convertible bonds arbitrage, commodity strategy, options

strategies, volatility strategies, etc.

Outlook for 2020

For the equity derivatives business, the Company will
adhere to the vision and business position of “becoming
the major equity solution supplier in the corporate
customer market, becoming the major trader (market
maker) for OTC derivatives in the institutional customer
market and becoming the major market maker for
exchange-based derivatives in the retail customer market”,
continue to improve capabilities in products supply and
risk management and strengthen exchange-based and
OTC derivatives businesses, step up efforts in developing
new products and structures, and improve the capability
in integrated equity management. We will continue to
promote cross-selling with clients’ departments and
business collaboration with other business departments
and strengthen the coverage of professional investors,
with meeting clients’ needs as our core values, so as to
enhance capabilities in offering comprehensive financial
service. The Company will continue to leverage its
advantages of domestic and overseas business integration,
and focus on building an international comprehensive
business platform for stock derivatives to provide domestic
and overseas customers with multi-market, 24-hour
and one-stop investment transaction services and risk
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solutions, with a vision of becoming a stock derivatives
provider with stronger international competitiveness in the
Asia Pacific region.

Regarding the fixed income business, the Company will
further improve the specialized division of labour and
business development to maintain its industry leading
position in bond sales, etc. The Company will continue
to develop cross-border business, enrich domestic and
overseas fixed income products, improve its capability in
offering products and satisfy the needs of domestic and
overseas customers for risk management. The Company
will also promote market-making for bond and derivative
trading and enhance systematic support and management.

In respect of securities financing business, committed to
becoming a comprehensive financing solution provider
and service provider and a core securities lender in the
capital market, the Company will leverage the innovation
of securities lending business to expand the source of
upstream securities and refine the downstream demands
for securities, and intensify efforts in developing key
customer bases so as to make a breakthrough in the
scale of securities lending business; optimize the structure
of financing customers, maintain the advantages of
institutional business, and satisfy diversified financing
needs of customers including hedging and arbitrage;
improve its financing business model featuring unified
credit extension and centralized management, improve
credit risk management and pricing management, and
continuously serve domestic and overseas customers with
diversified and comprehensive financing business tools.

In respect of the commodities business, the Company will
continue to expand its customer market coverage and
enrich its customer base. At the same time, it will make
continuous efforts to provide more in-depth services,
enrich product design, cover the mainstream commodity
varieties around the globe, provide a variety of derivatives,
and provide channels of risk hedging and transfer for
domestic and overseas customers.

In respect of the stock proprietary business, the Company
will continue to strengthen building of investment research



system, deepen study on industry fundamentals, flexibly
use derivatives to achieve more effective risk management
of investment portfolios, continue to explore the
development of an all-weather multi-strategy investment
system, and improve capital utilization capabilities.

In  respect of alternative investment business, the
Company will increase investment in artificial intelligence/
machine learning, further improve the strategy research
& development platform, make more efforts to build the
trading system, increase the level of automated trading, and
capture various investment opportunities emerging in the
market, in order to steadily increase investment yields rates.

Asset management

Market conditions

Since the promulgation of the New Regulations on Asset
Management in 2018, various regulatory rules and ancillary
rules have been gradually implemented. The newly
amended Securities Law clearly defines asset management
products as securities. Under the new framework of
operation, there will be a fairer and more standardized
market environment for asset management business in
the future. Asset management institutions need to persist
in returning to the origin of active management, foster
the capabilities of asset allocation, risk-based pricing
and product and service innovation, gradually complete
net worth transformation and upgrade, give prominence
to their strengths and expertise, reasonably optimize
the allocation of resources, and build differentiated core
competitiveness.

AUM

Asset management business of the Company

Actions and achievements

In respect of the asset management business, in 2019,
under the guidance of “increasing the assets under active
management, developing equity products and serving the
real economy”, the Company continuously improved its
professional level in investment research, kept perfecting
the buyer’'s investment research system, vigorously
developed corporate annuity, occupational annuity and
other pension businesses, advanced the transformation
of massive collective assets to publicly offered assets in
an orderly manner, and actively promoted transformation
of active management business in banks. In 2019, the
Company and China AMC won all the bids for central
units and the 28 provinces, autonomous regions and
municipalities that have completed the selection of
occupational annuity investment manager.

As at the end of the Reporting Period, the AUM of the
Company was RMB1,394,758 million, and the assets
under active management amounted to RMB698,284
million, of which the size of CAM, SMA and SAM
was RMB129,174 million, RMB1,265,213 million and
RMB371 million, respectively. As at the end of the
Reporting Period, the market share of the privately-
offered asset management business as defined under
the New Regulations on Asset Management (excluding
social security fund, basic pension, corporate annuity and
occupational annuity business, publicly-offered collective
investment scheme, collective pension products and asset-
backed securitization products) of the Company was
13.3%, ranking the first in the industry.

Management fees

(RMB million) (RMB million)
Type 2019 2018 2019 2018
CAM 129,174 133,880 497.34 511.51
SMA 1,265,213 1,207,930 1,093.72 1,205.58
SAM 371 1,310 27.58 18.54
Total 1,394,758 1,343,120 1,618.64 1,735.63

Source: The Company’s internal statistics

Notes:

@

@

The CAM included publicly-offered collective investment scheme and excluded collective pension products; the SMA included social security
fund, basic pension, corporate annuity and occupational annuity business; and the SAM excluded asset-backed securitization products.

The minor difference between the figure listed under “Total AUM” and the aggregation of respective figures listed under “CAM”, “SMA” and

“SAM” above was due to rounding.
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Outlook for 2020

In 2020, for asset management business, the Company
will continue to adhere to the overall development idea of
“serving institutional clients and increasing retail clients”,
endeavor to improve its professional level in investment
research, actively promote transformation of investment
research achievements, constantly increase the size
of assets under active management as well as equity
products and promote the steady growth in long-term fund
management size; the Company will optimize the customer
development system, keep the pension business in a good
development momentum, do a good job in transformation
of banking business, keep enriching product varieties and
improving product structures, promote systematization
and regionalization of customer development, constantly
expand customer channels and expand retail business.

China AMC

Actions and achievements

In 2019, China AMC deepened construction of the
investment research system, put the Company’s strategic
resources in use, formed an all-round ETF product line,
effectively promoted the sales of public funds, achieved
the steady development of institutional pension business,
continuously expanded international business and kept
improving its risk prevention ability. As a result, all work
was under sound operation and the overall AUM of China
AMC was further increased.

As at 31 December 2019, the total AUM of China AMC,
excluding those of its subsidiaries, was RMB1,032,116
million, of which, the AUM of public funds reached
RMB538,655 million, the AUM of equity funds amounted
to RMB256,883 million (including QDII partial equity funds),
ranking the second in the industry; the AUM of institutional
and international business reached RMB493,457 million,
with the AUM of institutional business maintaining a leading
position in the industry.

Outlook for 2020

Focusing on investment performance as the core, China
AMC will further improve the framework of asset allocation,
accurately grasp market demand, innovate product design,
and fully leverage its leading position in index products; in
addition, it will continue to optimize the layout of pension
products, meet the needs of cross-border asset allocation,
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promote the brand awareness of the Company’s pension
business and overseas business, and continuously
advance the level of financial technology empowerment to
further enhance its comprehensive competitiveness.

Custody

Market conditions

In 2019, the asset management industry is still in the
process of adopting itself to the new regulatory policies,
thus showing a slowdown in overall growth momentum.
Public funds witnessed a drastic slowdown in terms of
the issuance of monetary funds and bond funds, and fund
companies made efforts to issue index funds. Regarding
wealth management of banks, the size of net worth
products saw rapid growth while wealth management
of brokers and separately managed account recorded a
decline, with the filed number and size of private funds
maintaining steady with growth.

Actions and achievements

In 2019, the Company earnestly performed its duties as a
fund custodian and enhanced supervision and control over
fundraising, investment and information disclosure of fund
managers to protect the legitimate rights and interests of
fund investors. In terms of the fund outsourcing service,
the Company enhanced investment in building information
technology system, built an intelligent customer service
system, continuously researched and developed innovative
fund operation systems, put the overseas fund operation
system, public fund outsourcing operation system and
bank wealth management operation system into routine
operation and launched service projects for fund investors.
As at the end of the Reporting Period, the Company had
provided 4,974 asset custody service products and 5,079
fund service products.

Outlook for 2020

Albeit the slowdown of growth, the asset management
industry witnessed more sound development on the whole.
The Company will actively adhere to the concept of “risk
control and service foremost”, take it as its mission to
faithfully fulfil the fiduciary duties and intensify efforts to
provide refined, customized and professional services in
line with the international fund service standards, so as to
maintain positive development of businesses.



Private equity investment

Market conditions

In 2019, given sluggish macroeconomic environment and
tightened financial regulation, the primary equity fundraising
market extended the trend in 2018 and the fundraising
situation was still grim. In the first three quarters of
2019, a total of 1,931 new funds completed fundraising,
representing a year-on-year decrease of 8.64%, with an
amount of RMB831.040 billion raised, representing a
year-on-year decrease of 20.4%. Valuation in the primary
and secondary markets experienced increasing negative
spreads and equity investment became more cautious. PE
institutions remained cautious, so the investment cases
and amount were still falling. The total investment for the
first three quarters of 2019 was less than half of that for the
same period in 2018.

Actions and achievements

CITIC Securities Investment

In 2019, CITIC Securities identified key investment
areas, explored investment opportunities in areas such
as technology and advanced manufacturing, modern
service and medical and healthcare, actively explored
the possibility of moving the investment phase forward
appropriately, steadily promoted overseas investment,
and continued to give full play to the comprehensive
advantages of CITIC Securities to increase investment. In
2019, CITIC Securities invested in a number of enterprises
with core competitiveness in the fields of new energy,
new materials, chips, medical equipment, cutting-
edge biotechnology and consumption. As an alternative
investment subsidiary of CITIC Securities, CITIC Securities
Investment actively promoted and implemented the work
related to follow-up investment in the STAR Market.

GoldStone Investment

GoldStone Investment raises and manages private equity
investment funds, and has been devoted to the private
equity investment business since its establishment in 2007.
In 2019, GoldStone Investment completed an external
investment of more than RMB4 billion, involving such fields
as advanced manufacturing, medical and healthcare, big
data and clean energy. As at the end of the Reporting
Period, there were 15 private equity investment funds
under GoldStone Investment’s management.

CITIC GoldStone, a wholly owned subsidiary of GoldStone
Investment, collected and managed customers’ funds
for real estate equity investment and provided financial
investment management and
consultancy services for equity investment. Since its
establishment in 2013, CITIC GoldStone Fund has been
committed to fund management, policy consultancy and
research of Real Estate Investment Trusts (REITs) in China.
From the establishment of the first Quasi-REITs in China in
2014 to the end of the Reporting Period, CITIC GoldStone
Fund set up funds similar to REITs with an amount of
RMB26.150 billion in total, with a leading ranking among
private equity fund managers that have managed the
most Quasi-REITs in China. As at 31 December 2019, the
existing funds under the management of CITIC GoldStone
Fund and its subsidiaries amounted to approximately
RMB11.5 billion.

consultancy, relevant

Outlook for 2020

In 2020, guided by national policies, CITIC Securities
Investment will serve the real economy, implement national
strategies, actively explore new investment fields, improve
investment research capacity, increase investment,
strengthen post-investment management and risk control,
and continue to consolidate its leading position in the field
of equity investment by alternative investment subsidiaries
of brokers.

In 2020, the private equity investment market is expected
to extend the trend in 2019 on the whole. Difficulty in
fundraising and seeking quality projects will become a
“New Normal” in the equity investment market. Leading
institutions with platform resource advantages and industry
integration ability will advance further and embrace better
development prospects. At the same time, it should be
noted that the tightening financial regulatory environment
in China, including the continuous compliance rectification
of the whole brokerage sector, has had some impact on
the establishment of new joint venture fund management
companies and the expansion of fund scale.

GoldStone Investment’s development strategy is to attach
equal importance to management scale and investment
returns, with its strategic goal of developing into a
leading private investment fund management institution
in China: on the one hand, relying on the background of
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shareholders, customer network, industry understanding
and research strength, it will strengthen the internal and
external cooperation and improve the efficiency of scale
growth through investment supporting fundraising or the
combination of investment and fundraising; on the other
hand, it will continue to improve the fund product line, and
achieve growth in management scale through industry
strategic funds, special funds, product strategic funds and
other types of products.

GoldStone Investment aims to create excellent returns
for fund investors and realize management fee revenues
and performance rewards for the Company. Through top-
down research with industrial upgrade and integration
GoldStone
valuable companies and invest in them, and enhance

as the core, Investment  will  discover
the company’s value in post-investment management.
In addition, GoldStone Investment will also expand its
overseas investment and seize economic development
opportunities in new regions as a beneficial supplement to

domestic investment.

Research
In 2019,
comprehensive transformation strategy for seller-side

the Company vigorously promoted the

research business, carried out in-depth industrial and

thematic studies, effectively implemented objective

and effective evaluation and incentive mechanism,
continuously expanded the coverage of A-share and
overseas listed companies, and covered the Company’s
key institutional customers and wealth customers through
all-round services, thus creating a good market reputation
and significant business values for the Company and

significantly increased the Company’s market influence.

For all customers and businesses of the Company,
the Company provided full-view research services,
continuously deepened the industrial research system,
greatly improved the research coverage and customer
coverage, and continuously improved research services

40

support for all business lines of the Company. The
Company comprehensively strengthened the research of
industrial chain and the coverage of leading companies
from a global perspective, and realized the full coverage of
research services for key institutional customers around the
world. The Company continued to focus on increasing its
influence in the industry and among institutional clients at
home and abroad. It maintained its leading position among
Chinese brokers in overseas research and selection and
won the second place of the best research team in Asia in
the selection of Asian Currency in 2019. In the meantime,
the Company started integration with CLSA, and sped up
integration between business and staff, so as to gradually
achieve integration between domestic and overseas
research and service.

In 2020, the research business will continue to push
forward the strategic transformation for all customers
and all businesses of the Company, continuously deepen
the industrial and thematic research system, greatly
improve the research coverage and customer coverage,
jointly serve customers and proactively find business
opportunities through collaboration with various business
lines of the Company to create greater value for the
Company. The research business will further promote
full-aspect research and all-round services, connect the
primary and secondary market, conduct in-depth industrial
and thematic research, and continue to strengthen
all-round services for institutional customers, wealth
customers, government departments, regulatory agencies,
and CITIC Group to further enhance market influence.
The research business will strengthen the coverage of
companies to be listed and listed companies in an all-
round way, and realize full coverage of A-share companies
worth RMB10 billion, high-liquidity companies, the STAR
market and China Concepts Stock. The Company will
continue to strengthen integration with CLSA in research
business, to achieve integration of domestic and overseas
research businesses, customer services and team building.



Financial Statements Analysis

Financial statement summary

Profitability analysis

In 2019, the overall activity of the domestic securities
market increased compared with that of 2018. The
Group continued to rank top among domestic securities
companies, retaining a leading position in the market on
all fronts. In 2019, the Group recognized total revenue
and other income of RMB57,080 million, representing a
year-on-year increase of 11.79%. Net profit attributable
to owners of the parent amounted to RMB12,229 million,
representing a year-on-year increase of 30.23%. Basic
earnings per share amounted to RMB1.01, representing
a year-on-year increase of 31.17%. Return on weighted
average equity was 7.76%, representing a year-on-year
increase of 1.56 percentage points.

Assets structure and assets quality

In 2019, total assets and total liabilities of the Group
increased by different margins. In 2019, the Group made
the corresponding impairment provision for the assets with
signs of impairment, to maintain the Company’s high asset
quality.

As of 31 December 2019, the Group’s total assets
amounted to RMB791,722 million, representing a year-on-
year increase of RMB138,589 million or 21.22%. Excluding
customer brokerage deposits, the Group’s total assets
amounted to RMB668,371 million, representing a year-
on-year increase of RMB113,012 million or 20.35%. As of
31 December 2019, the Group’s total liabilities amounted
to RMB626,272 million, representing a year-on-year
increase of RMB129,971 million or 26.19%. Excluding
customer brokerage deposits, the Group’s total liabilities
amounted to RMB502,921 million, representing a year-
on-year increase of RMB104,394 million or 26.19%. As
of 31 December 2019, the Group’s equity attributable to
owners of the parent amounted to RMB161,625 million,
representing a year-on-year increase of RMB8,484 million
or 5.54%.

A stable asset and liability structure was maintained. As
of 31 December 2019, excluding customer brokerage
deposits, the Group’s total assets amounted to
RMB668,371 million, among which, investments, which
mainly included investments in associates/joint ventures
and investments in financial assets, accounted for
61.60% of the total assets; margin accounts and reverse
repurchase agreements accounted for 19.38% of the total
assets; cash and bank balances accounted for 9.64%
of the total assets; and fixed assets, constructions in
progress, land-use-rights and intangible assets, investment
properties and right-of-use assets in aggregate accounted
for 2.05% of the total assets.

As of 31 December 2019, excluding customer brokerage
deposits, the Group’s total liabilities amounted to
RMB502,921 million with a major proportion of short-
term liabilities, among which repurchase agreements were
RMB174,448 million, accounting for 34.69% of the total
liabilities; debt instruments issued and long-term loans
were RMB89,804 million, accounting for 17.86% of the
total liabilities; short-term loans, due to banks and other
financial institutions, short-term financing instruments
payable and non-current liabilities due within one year
were RMB97,269 million, accounting for 19.34% of the
total liabilities; financial liabilities at fair value through profit
or loss and derivative financial liabilities were RMB71,709
million, accounting for 14.26% of the total liabilities; and
other liabilities were RMB69,691 million in total, accounting
for 13.85% of the total liabilities.

The gearing ratio slightly increased. As of 31 December
2019, excluding customer brokerage deposits, the gearing
ratio of the Group was 75.25%, representing a year-on-
year increase of 3.49 percentage points.
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Cash flow status

Excluding customer brokerage deposits, the Group’s net
increase in cash and cash equivalents was RMB12,085
million in 2019, compared with net increase of RMB15,073
million in 2018, which was mainly due to the decrease in
net cash inflow from operating activities.

From a structural perspective, the net cash outflow
from operating activities in 2019 was RMB4,004 million,
compared with an inflow of RMB57,619 million in 2018,
which was mainly due to the increase in the net cash
outflow from the financial asset at fair value through profit
or loss.

Net cash inflow from investing activities in 2019 was
RMB16,248 million, compared with an outflow of
RMB20,795 million in 2018, which was mainly due to a
year-on-year increase in the cash inflow from the debt
investments at fair value through other comprehensive
income.

Net cash outflow from financing activities in 2019 was
RMB159 million, compared with an outflow of RMB21,751
million in 2018, which was mainly due to a year-on-year
decrease in the amount of payment of debts during the
Reporting Period.

Access to and ability of financing

Currently, the Company obtains short-term funds from
commercial banks and other investors primarily by way
of bond repurchases, interbank lending, pledged loans,
issuance of short-term commercial papers, issuance of
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beneficiary certificates, issuance of short-term corporate
bonds etc., through SSE, SZSE and interbank market in
accordance with the relevant policies and regulations of the
competent authorities.

In addition, the Company may, subject to market
conditions and its own demands, finance by way of re-
financing issuance, rights issue, issuance of bonds,
convertible bonds, subordinated bonds, and private
placement bonds and other financing methods as
approved by the competent authorities. The Company
may issue USD-denominated MTNs and Euro commercial
papers through overseas subsidiaries to obtain foreign
funds to support the Company’s overseas business
development.

To maintain the liquidity and profitability of its assets, the
Company’s proprietary capital is centrally managed by
its Treasury Department. There is also a comprehensive
management system and corresponding work flows
in place. The Company fine-tunes the structures of its
different classes of assets in a timely manner and utilizes
corresponding hedging tools to mitigate the risks and the
impacts of the above factors.

Please refer to Note 43 “Short-term loans”, Note 44
“Short-term financing instruments payable”, Note 47 “Debt
instruments issued” and Note 48 “Long-term loans” to
the consolidated financial statements in this report for the
information on the debt financing instruments and liquidity
of the Company in 2019.



Analysis on income statement
Financial highlights

In 2019, the Group accomplished a profit before income tax of RMB16,995 million, representing a year-on-year increase of

36.33%. Major financial highlights of the Group are as follows:

In RMB million

Items 2019 2018
Fee and commission income 21,515 20,295
Interest income 13,257 13,654
Investment income 15,891 8,046
Other income 6,417 9,066
Operating expenses 40,886 39,327
Share of profits and losses of associates/joint ventures 801 732
Profit before income tax 16,995 12,466
Income tax expenses 4,346 2,589
Profit attributable to owners of the parent 12,229 9,390

Structure of the revenue

In 2019, the total revenue and other income of the Group amounted to RMB57,080 million, representing a year-on-year
increase of 11.79%. Structure of the revenue was relatively stable. The following table sets out the revenue structure of the

Group in the past 5 years:

Items 2019 2018 2017 2016 2015
Fee and commission income 37.69% 39.75% 39.79% 51.48% 46.97%
Interest income 23.23% 26.74% 22.48% 22.44% 21.42%
Investment income 27.84% 15.76% 22.32% 16.51% 26.75%
Other income 11.24% 17.75% 15.41% 9.57% 4.86%
Total 100.00% 100.00% 100.00% 100.00% 100.00%
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Fee and commission income

In 2019, the net fee and commission income of the Group amounted to RMB18,022 million, representing a year-on-
year increase of 3.41%, which was mainly attributable to the increase in revenue from investment banking business. The
breakdown of fee and commission income of the Group during 2018 and 2019 is as follows:

In RMB million

Variance in Variance in
Items 2019 2018 amount percentage
Fee and commission income
Brokerage 10,143 10,382 -239 -2.30%
Investment banking 4,625 2,968 1,657 55.83%
Trading 230 160 70 43.75%
Asset management 6,073 6,146 -73 -1.19%
Others 444 639 -195 -30.52%
Fee and commission expenses 3,493 2,868 625 21.79%
Net fee and commission income 18,022 17,427 595 3.41%

The breakdown of fee and commission income during 2018 and 2019 is as follows:

Breakdown of fee and commission income for 2019

47.14%

28.23%

21.50%

Il Brokerage

I Asset management

Breakdown of fee and commission income for 2018

30.28%

14.62%

51.16%

[ Investment banking

I Others

The fee and commission income from brokerage
decreased by RMB239 million, representing a year-on-
year decrease of 2.30%, mainly due to the decrease in the

income from foreign exchange brokerage business.
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Trading

The fee and commission income from investment banking
increased by RMB1,657 million, representing a year-on-
year increase of 55.83%. In 2019, with the launch of the
STAR Market with the pilot registration-based system,
the offering size of IPO expanded significantly. The pace
of IPOs remained stable, excluding those on the STAR

Market.



The fee and commission income from trading increased by RMB70 million year-on-year, which was relatively stable.

The fee and commission income from asset management decreased by RMB73 million, representing a year-on-year
decrease of 1.19%. As of 31 December 2019, the Company’s size of AUM was RMB1,394,758 million, of which the assets
under active management amounted to RMB698,284 million, retaining a leading position in the market.

Interest income

In 2019, the net interest income of the Group amounted to RMB2,045 million, representing a year-on-year decrease of
15.57%. The table below sets out the major composition of the net interest income of the Group for the period indicated:

In RMB million

Variance in Variance in
Items 2019 2018 amount percentage
Interest income
— Bank interest income 4,373 3,867 506 13.09%
— Interest income on margin and
other financing 7,718 8,771 -1,053 -12.01%
— Interest income on debt investments
at fair value through
other comprehensive income 1,021 855 166 19.42%
— Others 145 161 -16 -9.94%
Interest expenses
— Customer brokerage deposits 505 340 165 48.53%
— Due to banks and
other financial institutions 3,977 3,897 80 2.05%
— Debt instruments issued and
short term financing instruments
payable 5,943 6,028 -85 -1.41%
— Others 787 967 -180 -18.61%
Net interest income 2,045 2,422 -377 -15.57%

Bank interest income increased by RMB506 million,
representing a year-on-year increase of 13.09%, mainly
due to the increase in client deposits and reserves with
the brokerage segment resulting from securities market
conditions. Consequently, the average daily balance of the
funds during the year increased as compared to last year.

Interest income from margin and other financing decreased
by RMB1,053 million, representing a year-on-year
decrease of 12.01%, mainly due to the scale of financing
flow-based business decreased as compared to last year.

Interest income on debt investments at fair value through
other comprehensive income increased by RMB166 million,
representing a year-on-year increase of 19.42%, mainly
due to increased average daily scale of debt investment at
fair value through other comprehensive income during the
year.

Interest expenses decreased by RMB20 million,

representing a year-on-year decrease of 0.18%, which was
relatively stable.
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Investment income

In 2019, the investment income of the Group amounted to RMB15,891 million, representing a year-on-year increase of

97.50%. The table below sets out the major composition of the investment income of the Group during the period indicated:

In RMB million

Variance in Variance in

Items 2019 2018 amount percentage
Net gains from financial assets at

fair value through other comprehensive

income 1,289 1,394 -105 -7.53%
Net profits or losses from financial instruments

at fair value through profit or loss 18,977 -2,187 N/A N/A
Others -4,375 8,839 N/A N/A
Total 15,891 8,046 7,845 97.50%

The net profits from financial assets at fair value through
other comprehensive income decreased by RMB105
million, representing a year-on-year decrease of 7.53%.
In particular, the investment income from the disposal of
financial assets increased by RMB205 million, representing
an increase of 372.73%, and the investment income from
assets held decreased by RMB310 million, representing a
decrease of 23.15%.
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The net profits or losses from financial instruments at
fair value through profit or loss is RMB18,977 million. In
particular, investment income arising from the holding and
disposal of such assets by the Group was RMB11,315
million and the gains arising from changes in the fair value
was RMB7,662 million.

Other investment losses were RMB4,375 million, which
was mainly attributable to changes in fair value of derivative
financial instruments.



Operating expenses

In 2019, operating expenses of the Group (excluding fee and commission expenses and interest expenses) amounted to
RMB26,181 million, representing a year-on-year increase of RMB954 million or 3.78%. The table below sets out the major
composition of the operating expenses of the Group during the period:

In RMB million

Variance in Variance in
Items 2019 2018 amount percentage
Staff costs 12,441 10,525 1,916 18.20%
Depreciation of property, plant and equipment 379 420 -4 -9.76%
Tax and surcharges 293 255 38 14.90%
Other operating expenses and costs 10,478 11,816 -1,338 -11.32%
Expected credit losses 2,187 -296 -13.53%
Impairment losses on other assets 699 24 675 2,812.50%
Total 26,181 25,227 954 3.78%

During the year, staff costs of the Group increased by
RMB1,916 million, representing a year-on-year increase of
18.20%, mainly due to an increase in staff remuneration.

During the vyear, depreciation of property, plant and
equipment decreased by RMB41 million, representing a
year-on-year decrease of 9.76%, mainly due to a decrease
in depreciation of properties and buildings.

During the year, tax and surcharges increased by RMB38
million, representing a year-on-year increase of 14.90%,
which was basically stable compared to the same period
last year.

In 2019, expected credit losses amounted to RMB1,891
million, decreased by RMB296 milion or 13.53% as
compared to 2018, which mainly due to the decrease
of impairment losses of reverse repurchase agreements.
Impairment losses on other assets amounted to RMB699
million, increased by RMB675 million as compared to
2018, which mainly due to the provision of impairment of
goodwill by subsidiaries.

The following table sets out the major composition of the
impairment losses of the Group during the period:

In RMB million

Variance in Variance in
ltems 2019 2018 amount percentage
Expected credit losses 1,891 2,187 -296 -13.53%
Among which: Reverse repurchase agreements 791 1,623 -832 -51.26%

Margin account 360 58 302 520.69%
Financial assets at fair value
through other comprehensive
income (Debt instruments) 225 116 109 93.97%
Other current assets 515 390 125 32.05%
Impairment losses on other assets 699 24 675 2,812.50%
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Analysis on financial position

As of 31 December 2019, the total assets of the Group were RMB791,722 million, representing a year-on-year increase of
21.22%. Excluding the effect of the customer brokerage deposits, the total assets of the Group amounted to RMB668,371
million as of 31 December 2019, representing a year-on-year increase of 20.35%.

Major changes in the total assets of the Group were as follows:

In RMB million

31 December 31 December Variance in Variance in

Items 2019 2018 amount percentage
Financial assets at fair value through other

comprehensive income 39,963 51,860 -11,897 -22.94%
Investments in associates/joint ventures 9,001 9,038 -37 -0.41%
Financial assets at fair value

through profit or loss 355,348 247,437 107,911 43.61%
Derivative financial assets 7,351 11,388 -4,037 -35.45%
Margin accounts and reverse repurchase

agreements 129,504 124,568 4,936 3.96%
Properties, intangible assets and

land-use right, right-of-use assets 13,690 12,648 1,042 8.24%
Cash and bank balances 64,442 52,227 12,215 23.39%
Others 49,072 46,193 2,879 6.23%
Total 668,371 555,359 113,012 20.35%
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The following chart sets forth the composition of the total assets of the Group as of the end of 2018 and 2019:

Analysis of the components of the Group’s
assets as of the end of 2019

19.38% 2.05%

9.64%

1.10%
7.33%

‘ 5.98%
1.35%

53.17%

B Financial assets at fair value [T Investments in
through other comprehensive

income

[ Margin accounts and
reverse repurchase agreements

Investment

The investment of the Group primarily comprises financial
assets at fair value through other comprehensive income,
investments in associates/joint ventures, financial assets at
fair value through profit or loss, derivative financial assets,

etc.

associates/joint ventures

Properties, intangible assets and
land-use rights, right-of-use assets

Analysis of the components of the Group’s
assets as of the end of 2018

2.28%
9.40%

22.43%

8.32%

9.34%

1.63%

44.55%

Financial assets at fair value [ Derivative financial assets

through profit or loss

Cash and bank balances Others

As of 31 December 2019, the total investments of the
Group were RMB411,663 million, representing a year

on-year increase of RMB91,940 milion or 28.76% as
compared to the end of 2018. lts total investments
accounted for 61.60% of the total assets, representing a

year-on-year increase of 4.03 percentage points.
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The following table sets out, as of the dates indicated, the investments of the Group and its percentage to the total assets

by category:

31 December 2019
Percentage to

In RMB million

31 December 2018
Percentage to

Items Amount total assets Amount total assets
Financial assets at fair value through
other comprehensive income 39,963 5.98% 51,860 9.34%
Investments in associates/joint ventures 9,001 1.35% 9,038 1.63%
Financial assets at fair value through
profit or loss 355,348 53.17% 247,437 44 .55%
Derivative financial assets 7,351 1.10% 11,388 2.05%
Total 411,663 61.60% 319,723 57.57%

Financial assets at fair value through other comprehensive income
As of 31 December 2019, the Group’s financial assets at fair value through other comprehensive income were RMB39,963
million, representing a decrease of RMB11,897 million or 22.94% as compared to the end of 2018.

The following table sets forth the components of the Group’s financial assets at fair value through other comprehensive

income:
In RMB million
31 December 2019 31 December 2018
Percentage to Percentage to
total financial total financial
assets at assets at
fair value fair value
through other through other
comprehensive comprehensive
Items Amount income Amount income
Debt instruments investments 23,684 59.26% 36,328 70.05%
Investment in equity instruments 16,279 40.74% 15,532 29.95%
Total 39,963 100.00% 51,860 100.00%

50



Investments in associates/joint ventures
As of 31 December 2019, investments in associates and joint ventures of the Group decreased by RMB37 million or 0.41%
year-on-year, mainly due to a decrease in investments in joint ventures.

In RMB million

31 December 31 December Variance in Variance in
Items 2019 2018 amount percentage
Investment in associates 8,926 8,638 288 3.33%
Investments in joint ventures 75 400 -325 -81.25%
Total 9,001 9,038 -37 -0.41%

Financial assets at fair value through profit or loss

As of 31 December 2019, the Group’s financial assets at fair value through profit or loss increased by RMB107,911 million
or 43.61% year-on-year, accounting for 53.17% of the total assets of the Group, mainly due to the significant increase in
debt instruments investments for trading.

The following table sets forth the components of the Group’s financial assets at fair value through profit or loss:

In RMB million

31 December 31 December Variance in Variance in
Items 2019 2018 amount percentage
Debt instruments 215,030 149,172 65,858 44.15%
Investment in equity instruments 94,160 62,637 31,523 50.33%
Financial assets designated as at fair value
through profit or loss 6,561 1,191 5,370 450.88%
Others 39,597 34,437 5,160 14.98%
Total 355,348 247,437 107,911 43.61%

Properties, intangible assets and land-use rights and right-of-use assets

As of 31 December 2019, properties, land-use rights and intangible assets and right-of-use assets of the Group were
RMB13,690 million, representing a year-on-year increase of 8.24%. The following table sets forth the properties, intangible
assets and land-use rights and right-of-use assets of the Group as of the dates indicated:

In RMB million

31 December 31 December Variance in Variance in
Items 2019 2018 amount percentage
Property, plant and equipment 7,762 8,046 -284 -3.53%
Investment properties 1,255 1,333 -78 -5.85%
Land-use rights and other intangible assets 3,072 3,269 -197 -6.03%
Right-of-use assets 1,601 N/A N/A N/A
Total 13,690 12,648 1,042 8.24%
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Liabilities

As of 31 December 2019, the total liabilities of the Group amounted to RMB626,272 million, representing a year-on-year
increase of RMB129,971 million or 26.19%. Excluding the effect of customer brokerage deposits, total liabilities of the
Group amounted to RMB502,921 million as at 31 December 2019, representing a year-on-year increase of 26.19%.

The following table sets forth the breakdown of the total liabilities of the Group as of the dates indicated:

In RMB million

31 December 31 December Variance in Variance in

Items 2019 2018 amount percentage
Customer brokerage deposits 123,351 97,774 25,577 26.16%
Short-term loans, due to banks and

other financing institutions, short-term

financing instruments payable and

non-current liabilities due within one year 97,269 72,102 25,167 34.90%
Financial liabilities at fair value through

profit or loss and derivative

financial liabilities 71,709 56,958 14,751 25.90%
Repurchase agreements 174,448 121,669 52,779 43.38%
Debt instruments issued and long-term loans 89,804 89,011 793 0.89%
Others 69,691 58,787 10,904 18.55%
Total 626,272 496,301 129,971 26.19%

As of 31 December 2019, the customer brokerage deposits of the Group amounted to RMB123,351 million, representing a
year-on-year increase of 26.16%. It accounted for 19.70% of the total liabilities of the Group.

The following table sets forth the Group’s customer brokerage deposits as categorized by geographical locations and types

of customers as of the dates indicated:

In RMB million

31 December 31 December Variance in Variance in

Items 2019 2018 amount percentage
Mainland China 103,323 81,563 21,760 26.68%
— Individual 56,550 39,676 16,874 42.53%
— Corporate 46,773 41,887 4,886 11.66%
QOutside Mainland China 20,028 16,211 3,817 23.55%
Total 123,351 97,774 25,577 26.16%
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As of 31 December 2019, short-term loans, due to banks
and other financing institutions, short-term financing
instruments payable and non-current liabilities due within
one year amounted to RMB97,269 million, representing an
increase of 34.90% year-on-year, mainly attributable to an
increase in the scale of due to banks and other financing
institutions.

As of 31 December 2019, financial liabilities at fair value
through profit or loss and derivative financial liabilities
amounted to RMB71,709 million, representing an increase
of 25.90% year-on-year, mainly attributable to the increase
in scale and the changes in fair value.

As of 31 December 2019, amounts from repurchase
agreements increased by RMB52,779 million or 43.38%
year-on-year, which was mainly attributable to the increase
in pledge-style repo business.

As of 31 December 2019, amounts from debt instruments
issued and long-term loans increased by RMB793 million
or 0.89% vyear-on-year. The financing size remained
relatively stable.

Equity

As of 31 December 2019, the total equity of the Group
amounted to RMB165,450 million, representing a year-on-
year increase of 5.50%, mainly attributable to the increase
in net profit and dividend distribution in 2018.

The following table sets out forth the components of the Group’s total equity as of the dates indicated:

In RMB million

31 December 31 December

Items 2019 2018
Share capital 12,117 12,117
Capital reserve 54,156 54,426
Surplus reserve 8,683 8,410
General reserve 25,615 22,811
Investment revaluation reserve 185 -455
Foreign currency translation reserve 765 634
Retained profits 60,104 55,198
Non-controlling interests 3,825 3,691
Total 165,450 156,832

Fair value measurement

During the Reporting Period, the valuation principle of fair
value is: the fair value of the relevant assets or liabilities
of the Group is measured based on prices in principal
markets. In the absence of a principal market, the fair
value of the relevant assets or liabilities will be measured
based on the prices in the most advantageous market.
The fair value of an asset or a liability is measured using
the assumption that market participants would use
when pricing the asset or liability, assuming that market
participants act in their economic best interest.

The fair values of quoted financial assets or financial
liabilities in active markets of the Group are based
on quoted market prices. If there is no active market,
the Group establishes fair value by using valuation
techniques. These include the use of market approach,
income approach and cost approach. When using
valuation techniques, the Group uses observable inputs.
Unobservable market inputs would not be used unless
relevant observable inputs are not available or not
practicable to access.
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Default Valuation Adjustments (DVA) are applied to the
Group’s financial liabilities at fair value through profit or
loss, and assumes that DVA stay the same before and

limited to their own credit risk.

after the transfer of the liability. DVA refer to the risk that
enterprises fail to perform their obligation, including but not

Analysis of principal subsidiaries and companies in which the Company has a non-controlling

interest

As at the end of the Reporting Period, the Company has six principal subsidiaries and has non-controlling interest mainly in
two companies, a summary of which is set out below:

Shareholding
of the Date of Registered Responsible  Contact
Name Company (%)  Establishment Capital Place of Business Registered Address Officer Number
CITIC Securities 100 1988.6.2 RMB2,500 5/F, East Wing, Tower 1, Longxiang Unit 2001, Tower 1, No. 222 Shenzhen  JIANG Xiaolin ~ 0532-
(Shandong) million Plaza, No. 28 Dong Hai West Road, Road, Laoshan District, Qingdao 85022309
Shinan District, Qingdao 15/F,
International Wealth Center, No. 156
Jingai Road, Shizhong District, Jinan
Csl 100 1998.4.9 Paid-up 26/F, CITIC Tower, 1 Tim Mei Avenue, ~ 26/F, CITIC Tower, 1 Tim Mei Avenue, ~ ZHANG Youjun 00852-
capital of Central, Hong Kong Central, Hong Kong 26008188
HKD6,516.05
million
GoldStone 100 2007.10.11 RMB3,000 17/F, CITIC Securities Tower, No. 48 No. 48 Liangmagiao Road, Chaoyang ~ JIN Jianhua  010-60837800
Investment million Liangmagiao Road, Chaoyang District,  District, Beijing
Beiing
CITIC Securities 100 2012.4.1 RMB14,000 CITIC Securities Tower, No. 48 Unit 2001, Tower 1, International ZHANG Youjun 010-60833811
Investment million Liangmagiao Road, Chaoyang District,  Finance Plaza, No. 222 Shenzhen
Beijing Road, Laoshan District, Qingdao
CITIC Futures 100 1993.3.30 RMB3,600 Units 1301-1305, Units 1301-1305, ZHANG Hao  0756-
million 13/F and 14/F, 13/F and 14/F, 83217780
North Tower, Excellence Times Plaza North Tower, Excellence Times Plaza
II, No. 8 Zhong Xin San Road, Futian II, No. 8 Zhong Xin San Road, Futian
District, Shenzhen District, Shenzhen
China AMC 62.20 1998.4.9 RMB238 Building 7, No. 1 Yuetan South Street, ~ Zone A, Tianzhu Airport Industrial Zone, YANG Minghui - 010-88066688
milion Xicheng District, Beiing Shunyi District, Beijing
CITICPEFund 35 2008.6.6 RMB1,800 17/F, CITIC Securities Tower, No. 48 District C, Incubator Building, JIN Jianhua  010-60837869
million Liangmagiao Road, Chaoyang, District, ~ Technology Education and Startup
Beiing Park, Technology City, Mianyang,
Sichuan
Jiantou 30 2005.9.30 RMB1,900 Room 501, 5/F, Financial Street Centre, ~ 9/F, Easyhome Tower, No. A3 LI Mei 010-66562611
Zhongxin million No. A9 Financial Street, Xicheng Dongzhimen South Street, Dongcheng

District, Beijing, Room 2601, 26/F,
Block B, the Third Property Building,
No. A1 Shuguang Xili, Sanyuan Bridge,
Chaoyang District, Beijing

District, Beijing

Note: For other first-level subsidiaries and companies in which the Company has a non-controlling interest, please refer to Note 24 to the Consolidated
Financial Statements in this report.
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Particulars of the principal subsidiaries and companies in

which the Company has a non-controlling interest are as

follows:

1

CITIC Securities (Shandong)
subsidiary of the Company with a registered capital
of RMB2,500 million. As at the end of the Reporting
Period, the total assets and net assets of CITIC
Securities (Shandong) amounted to RMB19,773.80
and RMB6,433.24 million, respectively,
and the operating revenue, gross profit and net
profit realized in 2019 amounted to RMB1,319.46
million, RMB523.85 million and RMB392.43 million,
respectively. CITIC Securities (Shandong) had 70
securities branches and 2,575 staff (brokers and

is a wholly-owned

million

dispatched staff inclusive).

CITIC  Securities
insurance and property

The principal businesses of
(Shandong)
insurance (other than aviation accident insurance
and alternative products) approved by the China

Insurance Regulatory Commission; foreign-currency

include: life

negotiable securities brokerage; securities brokerage
(in Shandong and Henan provinces only); securities
investment advisory (for securities investment
advisory business in Shandong and Henan provinces
only); margin financing and securities lending;
distribution of securities investment fund; provision of
intermediate referral services to futures companies;
and agency sale of financial products (in Shandong

and Henan provinces only).

CSl is a wholly-owned subsidiary of the Company
with paid-up capital of HKD6,516.05 million. As at
the end of the Reporting Period, the total assets
and net assets of CSI amounted to approximately
RMB117,915.98 million and
RMB8,291.96 million,
revenue, gross profit and net profit realized in 2019

approximately
respectively; the operating
amounted to approximately RMB4,148.20 million,
approximately RMB-4.24 million and approximately
RMB-95.56 million, respectively. CSI had 4 branches
in Hong Kong and 1,933 staff (brokers inclusive).

The principal businesses of CSI include: holding
and investment, and its subsidiaries engage in
businesses such as corporate finance and capital
market, securities brokerage, futures brokerage,
asset management, proprietary business and direct

investment.

GoldStone Investment is a wholly-owned subsidiary
of the Company with a registered capital of RMB3.0
billion. As at the end of the Reporting Period,
the total
Investment amounted to RMB22,158.71 million and
RMB8,885.32 million,
revenue, gross profit and net profit realized in 2019
amounted to RMB1,700.12 million, RMB1,465.56
million and RMB1,088.33 million, respectively.
GoldStone Investment had 93 staff (dispatched staff
inclusive).

assets and net assets of GoldStone

respectively; the operating

The principal businesses of GoldStone Investment
include: industrial investment, investment advisory
and management.

CITIC Securities
subsidiary of the Company with a registered capital
of RMB14.0 billion. As at the end of the Reporting
Period, the total assets and net assets of CITIC

Investment is a wholly-owned

Securities Investment amounted to RMB16,793.61
milion and RMB15,825.08 million,
the operating revenue, gross profit and net profit
realized in 2019 amounted to RMB1,894.78 million,
RMB1,744.54 million and RMB1,301.74 million,
respectively. CITIC Securities Investment had 22
staff.

respectively;

CITIC  Securities
product

The principal businesses of

Investment include: financial investment,

securities investment and equity investment.
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CITIC Futures is a wholly-owned subsidiary of the
Company with a registered capital of RMB3.6 billion.
As at the end of the Reporting Period, the total
assets and net assets of CITIC Futures amounted
to RMB57,851.44 million and RMB6,530.67 million,
respectively; the operating revenue, gross profit and
net profit realized in 2019 amounted to RMB6,848.39
million, RMB504.53 million and RMB413.59 million,
respectively. CITIC Futures had 43 branches and
1,144 staff.

The principal businesses of CITIC Futures include:

commodity futures brokerage, financial futures

brokerage, futures investment advisory, asset

management and fund sales.

China AMC is held as to 62.20% by the Company
with a registered capital of RMB238 million. As at the
end of the Reporting Period, the total assets and net
assets of China AMC amounted to RMB11,645.08
and RMB8,944.48 million,
the operating revenue, gross profit and net profit
realized in 2019 amounted to RMB3,977.47 million,
RMB1,539.18 million and RMB1,200.96 million,
respectively. China AMC had 1,028 staff (dispatched
staff inclusive).

million respectively;

The principal businesses of China AMC include: fund
raising; fund sales; asset management; engaging in
asset management business for specific clients; and
other businesses permitted by the CSRC.

(7

)

CITIC PE Fund is held as to 35% by the Company
with a registered capital of RMB1.8 billion. As at the
end of the Reporting Period, the total assets and net
assets of CITIC PE Fund amounted to RMB4,730.00
million and RMB4,373.55 million, respectively; the
net profit realized in 2019 amounted to RMB609.72
million (unaudited).

The principal businesses of CITIC PE Fund include:
promotion and establishment of industrial (equity)

investment funds; industrial (equity) investment
fund management; financial advisory, investment
and investment management advisory; equity

investment and external investment; and enterprise
management.

Jiantou Zhongxin is held as to 30% by the Company
with a registered capital of RMB1.9 billion. As at
the end of the Reporting Period, the total assets
and net assets of Jiantou Zhongxin amounted to
RMB2,455.16 million and RMB2,072.72 million,
respectively; the net profit realized in 2019 amounted
to RMB89.08 million (unaudited).

The principal businesses of Jiantou Zhongxin include:

investment and asset management; investment

advisory; enterprise management advisory; and

financial advisory.



Securities branch offices of the Company

As at the end of the Reporting Period, the Company has
established a total of 33 securities branch offices in Beijing,
Shanghai, Guangdong, Hubei, Jiangsu, Shanghai Pilot
Free Trade Zone, Shenzhen, Northeast China, Zhejiang,

Fujian, Jiangxi, Wenzhou,

Hunan, Chongging, Hainan, Gansu,

particulars of which are as follows:

Ningbo, Sichuan,

Shaanxi,

Tianjin, Inner Mongolia, Anhui, Shanxi, Yunnan, Hebei,
Ningxia, Guangxi,
Jilin, Heilongjiang, Jiaxing, Jinhua, Shaoxing and Taizhou,

Responsible Contact

No. Branch Office Officer Place of Business Method

1 Beijing Branch Office ZHANG Qing 4/F, 5 Jinchengjianguo, No. 5 Jianguomen Beidajie, Dongcheng 010-65128320
District, Beijing

2 Shanghai Branch Office WANG Lihua Units 06 and 07, 8/F (Actual Floor: 7/F), and Units 01-03A and 07, 021-61768697
10/F (Actual Floor: 9/F), 1568 Century Avenue, Shanghai

3 Guangdong Branch Office HU Xingyi Rooms 01-08 (self-numbered), 57/F, No. 15 Zhujiang West Road, 020-66609919
Tianhe District, Guangzhou

4 Hubei Branch Office CHEN Keke 51/F, Guangdong Development Bank Building, 027-85355366
No. 737 Jianshe Avenue, Jianghan District, Wuhan

5 Jiangsu Branch Office FENG Enxin 1/F, Area B and 10/F, Phase Il of Sunny World, 025-83282416
No. 168 Lushan Road, Jianye District, Nanjing

6 Shanghai Pilot Free Trade ZHENG Yonghan  19/F and 20/F, No. 1568 Century Avenue, Pilot Free Trade Zone, 021-20262006

Zone Branch Office Shanghai

7 Shenzhen Branch Office LIANG Qi 12/F and 20/F, CITIC Securities Tower, No. 8 Zhong Xin San Road, 0755-23911668
Futian Street, Futian District, Shenzhen

8 Northeast Branch Office LI Zhe 30/F, Tower A, China Resources Building, No. 286 Qingnian Avenue, 024-23972693
Heping District, Shenyang, Liaoning

9 Zhejiang Branch Office CHEN Gang Units 1902, 2201, 2202, 2203, 2204, 2301, 2303 and 0571-85783714
2304 of Dikai Yinzuo, Jianggan District, Hangzhou, Zhejiang

10 Jiangxi Branch Office ZHANG Xinging  Units 2801, 2802, 2806, 2807, 2808, 2809 and 2810 (28/F) of 0791-83970561
Lianfa Plaza Office Building, No. 129 Lvyin Road,
Honggutan New District, Nanchang, Jiangxi

11 Fujian Branch Office SUl Yanping Units 1901, 1902, 1905A and 1907 of Sino Plaza, 0591-87905705
No. 137 Wusi Road, Gulou District, Fuzhou, Fujian

12 Ningbo Branch Office YAO Feng Block 2 (15-1), No. 235 Heji Street, Jiangdong District, 0574-87033718
Ningbo, Zhejiang

13 Wenzhou Branch Office PAN Ye Rooms 701, 702 and 708, 7/F, Fortune Center, 0577-88107230
No. 577 Station Avenue, Wenzhou, Zhejiang

14 Sichuan Branch Office HONG Wei 1/F, West Wing, La Defense Building, No. 1480 North Section of 028-65728888
Tianfu Avenue, High-tech Industrial Development Zone,
Chengdu, Sichuan

15 Shaanxi Branch Office SHI Lei Room 02-03-04, 19/F, Unit 1, Building 1, Hesheng Jingguang Center, 029-88601239
No. 11 Tangyan Road, High-tech Zone, Xi'an, Shaanxi Province

16 Tianjin Branch Office ZHANG Xinyu 7/F, Tianjin Technology Building, No. 23 Youyi Road, 022-58816668
Hexi District, Tianjin

17 Inner Mongolia Branch FAN Yagiong Jintailiwan No. 10 Complex, Siwei Road, Saihan District, Hohhot, 0471-5982233

Office

Inner Mongolia Autonomous Region
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Responsible Contact

No. Branch Office Officer Place of Business Method

18 Anhui Branch Office WU Jianfeng Rooms 1-Shang-101 and 1-701-708, Block A, 0551-65662889
Jinding International Square, No. 287 Suixi Road, Luyang District,
Hefei, Anhui Province

19 Shanxi Branch Office ZHENG Wenhui  Shop 1, Northeast Corner of Hongsheng Times Financial Plaza, 0351-6191968
No. 1 Jifu Road, Jinyuan District, Taiyuan, Shanxi Province

20 Yunnan Branch Office ZHANG Rui 11/F, Block 2, Huahai Xinjingjie Commercial Building, 0871-68353618
Milesi New Village, Huancheng West Road, Xishan District,
Kunming, Yunnan Province

21 Hunan Branch Office LUO Hua 2/F, New Century Building, No. 198 Second Section of 0731-85175379
Furong Middle Road, Tianxin District, Changsha, Hunan

22 Hebei Branch Office QIU Zhenying 3501-3504, 35/F, Tower B, Letai Center, 0311-66188908
No. 39 Zhongshan East Road, Chang'an District,
Shijiazhuang, Hebei Province

23 Chongging Branch Office HAN Han 5-1 (underground) and 12-1-2 of Citic Bank Building, 023-67518668
No. 5 West Avenue, Jiangbei Town, Jiangbei District, Chongaing

24 Hainan Branch Office YAN Changsheng 1-2/F, Block B, East Area of Sheng Da Jing Du, 0898-65361268
No. 65 Guoxing Avenue, Meilan District, Haikou, Hainan

25 Guangxi Branch Office LIU Yuyang Room 1805, 18F, Block C, China Resources Building, 0771-2539031
No. 136-5 Minzu Avenue, Qingxiu District, Nanning

26 Gansu Branch Office XU Ying 2/F, Jiangong Times Building, No. 575 East Xijin Road, 0931-2146560
Qilihe District, Lanzhou, Gansu

27 Ningxia Branch Office REN Gaopeng Room 301, Complex Commercial Building, No. 16 (formerly No. B4) 0951-5102568
Yuehai Xintiandi, East Side of Yinjiaqu and South Side of
Zhenshui Road, Jinfeng District, Yinchuan, Ningxia

28  Jilin Branch Office LIU Mingxu G101 on 1-2/F, C301 and G302 on 3/F, Tower C, Pearl Plaza, 0431-81970899
No. 8988 Renmin Avenue, Nanguan District, Changchun,
Jilin Province

29  Heilongjiang Branch Office ZHAQ Yong 21/F, No. 236 Hongai Avenue, Nangang District, Harbin 0451-51990358

30  Jiaxing Branch Office WU Jinglan 1/F (north side), 6/F and 7/F of Commercial and Office Complex 0573-82069341
at the Intersection of Zhongshan Road and Jishui Road,
Nanhu District, Jiaxing, Zhejiang Province

31 Jinhua Branch Office XU Honglai No. 331 Zhongshan Road, Jinhua, Zhejiang Province 0579-82337102

32 Shaoxing Branch Office TONG Weijia No. 117 Pianmenzhi Street, Yuecheng District, Shaoxing, 0575-88096598
Zhejiang Province

33 Taizhou Branch Office LIN Binxian Rooms 2001 and 103 of Development and Investment Mansion, 0576-88896598
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Structured vehicles controlled by the Company
Please refer to Note 24 to the financial report for details of
structured vehicles controlled by the Company.

Explanation of change in scope of statement
consolidation

During the Reporting Period, the Company liquidated one
off-shore fund, CITICS Pan-Asian Multi-Strategy Fund, the
number of structured entities which were included in the
consolidation scope of the Company’s financial statements
were 4. The number of first-level units included in the
consolidation scope of the Company’s financial statements
were 19.

No change in the income tax policy of the
Company during the Reporting Period

From 1 January 2008, the Enterprise Income Tax Law
of the PRC ((HhEARKMBMEMETE) ) and the
Regulations on the Implementation of Enterprise Income
Tax Law of the PRC ( (R EARLMBIBEMSTEE I
&5 ) became effective for the Company. The enterprise
income tax computation and payment are governed
by the requirements of the Announcement of the State
Administration of Taxation on Printing and Distributing the
Administrative Measures for Collection of Consolidated
Payments of Enterprise Income Tax by the Enterprises
with Trans-regional Operations ( (BRI S BEANEN
B<BHBELLEANTPEMSHBWERIE>NA
24 ) (Public Notice of the State Administration of Taxation
[2012] No. 57).The enterprise income tax rate applicable to
the Company is 25%.

Core Competitiveness Analysis

In the course of more than 20 years of development,
backed by powerful shareholder background, the
Company has developed and achieved a sound corporate
governance structure, prospective strategic layout and
complete business system, solid capital strength and
industry-leading operating results, profound customer
resources, excellent corporate culture and core value, all
of which contribute to the core competitiveness of the

Company.

Powerful shareholder background and sound
corporate governance structure

The largest Shareholder of CITIC Securities is CITIC
Corporation Limited. Founded on integrating the securities
business under CITIC Group, the Company has grown
from a small and medium-sized securities company into a
large integrated securities group with the full support from
CITIC Group. Listed on SSE in 2003 and on the Hong
Kong Stock Exchange in 2011, the Company is China’s
first securities company has its A shares, H shares and
A+H shares IPO listed. The Company has formed a sound
corporate governance structure centering on the Board,
the Supervisory Committee and the general meeting, which
ensures the Company’s sustained healthy development
under the long-term market-based operation mechanism.

Prospective strategic layout and complete
business system

The Company has been exploring and putting into practice
new business models over the years. It took the lead in
the industry in proposing and practicing the new buy-
side business and engages in business such as direct
investment, bond market-making and block trading; by
acquisition and continuous cultivation, it has established
its leading strength in futures, fund, commodity and
other business; it has expanded investment in business
such as fixed income, margin financing and securities
lending, equity derivatives and alternative investment
and established the financial market business system.
The Company has obtained qualifications for multiple
businesses permitted by domestic regulatory authorities,
forming a full-product, full-market and full-business
coverage landscape, with basic financial functions in
investment, financing, trading, payment and custody
gradually improved.
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Solid capital strength and industry-leading
operating results

Since its establishment, the Company has boasted
prominent strength of scale advantage in net capital, net
assets and total assets as well as remarkable profitability.
With sustained leading position in the market in respect
of investment banking, wealth management, fixed income
and asset management, it has achieved wide reputation
and brand strength in domestic market. Over the years, the
Company has won many awards granted by Asiamoney,
Financial Times, Forbes, SSE, SZSE and other domestic
and overseas institutions.

Profound customer resources and extensive
network layout

In 1996, the Company underwrote the listing of Yaohua
Glass as the lead underwriter, which represents the first
IPO project of the Company. Over the past two decades,
the Company has accumulated a group of trustworthy
strategic clients including Three Gorges Corporation,
China Yangtze Power and Industrial and Commercial
Bank of China. At present, the Company has more
than 8.70 million retail clients and 37,000 domestic
corporate and institutional clients engaging in key fields of
national economy, achieving in-depth coverage of major
central SOEs, important local SOEs and influential listed
companies. The Company has kept developing as driven
by the philosophy of being client-centric and growing
together with clients.
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PRC investment bank covering the most areas
along the Belt and Road Initiative

CLSA, an overseas business platform under the Company,
has set up branches in 15 countries and regions
including the UK, the US, Australia and Southeast Asia,
with its research services covering more than 1,000
listed companies in areas along the Belt and Road
Initiative. It is the Chinese-funded securities company
leading peers in the number of local branches, research
coverage, sales network and liquidation and settlement
infrastructure in areas along the Belt and Road Initiative
and also an investment bank best fitting the Belt and Road
Initiative in the world. With its unique industrial position
and accumulated strength, CLSA provides enterprises
participating in the Belt and Road Initiative projects with
the best-quality and most effective services and advice
regarding business fields such as cross-border acquisition
in Asia, establishment of joint ventures and in-depth
understanding of local markets.

Excellent corporate culture and core value

The Company has inherited excellent cultural genes of
CITIC Group. Following CITIC’s style of “abiding by laws
and discipline and acting honestly, seeking truth from facts
and innovation, being prudent and modest and advocating
teamwork spirit, being industrious and self-motivated and
effective and resolute”, highlighting CITIC’s core value of
“honesty, innovation, cohesion, integration, devotion and
excellence”, and keeping to CITIC’s development mission
of “offering the best services to clients, providing a platform
for staff to accomplish their talent, creating maximum value
for shareholders and making the biggest contribution to the
country”, the Company has gradually formed its operating
philosophy of law abidance, standardized management
and strict risk control; forged the enterprising spirit of
seeking excellence, striving to make innovations and
allowing trial and error; developed the crisis awareness
of facing up to problems, respecting market and actively
seeking changes; cultivated the interpersonal style of
staying humble, working hard, and being modest and
prudent; and formed the admirable tradition of being
diligent, conciseness, and

advocating abandoning

redundant formalities.



Risk Management
Overview

The Company always believes that effective risk
management and internal control are critical to its
successful operation. The Company has implemented
comprehensive risk management and internal control
processes, through which it monitors, evaluates and
manages the financial, operational, compliance and legal
risks that it is exposed to in its business activities, and
implemented vertical risk management of its subsidiaries
through different models including business guidance,
operational support and decision-making management.
The Company has established a complete and effective
governance structure system in accordance with relevant
laws, regulations and regulatory requirements. The
Company’s general meeting, the Board and Supervisory
Committee perform their duties to oversee and manage
the operation of the Company based on the Company
Law, Securities Law, and the Articles of Association of the
Company. By strengthening the relevant internal control
arrangements and improving the Company’s internal
control environment and internal control structures,
the Board has incorporated internal control and risk
management as the necessary elements in the Company’s
decision-making processes.

The Company has established an overall risk management
system led by the Chief Risk Officer, in the charge of
the Risk Management Department and involving its
departments/business lines, branches, subsidiaries and
all its staff, and is committed to building risk management
as its core competitiveness. In 2019, while ensuring
stable operation of the overall risk management system
and putting various risks under effective control, the
Company continued to deeply implement consolidated
management for the Group’s risks, with a main focus on
promoting integrated risk control at home and abroad,
making the risk management of offshore subsidiaries more
direct and effective through the creation of integrated risk
management team at home and abroad.

The Company is well aware that excellent overall risk
management system and advanced information technology
platform are essential to achieve the development vision
of “becoming global customers’ most trustworthy PRC
investment bank with leading position in the PRC and
high ranking in the world”. Therefore, in recent years, the
Company continued to increase its resource contributions
into compliance and risk control and information
technology, intensified efforts in recruitment of relevant
professionals, and strengthened the development of
financial technology platforms and the application of new
technologies such as big data and artificial intelligence.
The Company will continue to increase contributions into
its independent research and development, promote
the building and optimization of the compliance and
risk control module in the professional compliance and
risk control system and business system, reinforce
standardization and automation of the risk management
process and achieve the systematic calculation and
monitoring of risk indicators of the Group.

Structure of risk management

The major organizational framework of the risk
management of the Company consists of the Risk
Management Committee under the Board, the professional
committees under the Operation Management, the relevant
internal control departments and business departments/
business lines. The relatively comprehensive three-level
risk management system enables a network of collective
decision making by the respective committees, together
with the close cooperation between internal control
departments and business departments/business lines,
and manages risks through review, decision, execution
and supervision. As for the level of division and business
line, the Company has established three layers of defense
in risk management, that is, business departments/
business lines to assume the primary responsibility for
risk management, internal control departments, including
the Risk Management Department and the Compliance
Department, to conduct professional management of all
types of risks, and the Audit Department to take charge of
post-supervision and evaluation.
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Level 1: The Board

The Risk Management Committee of the Board supervises
the overall risk management of the Company with the aim
of controlling risks within an acceptable scope, to ensure
smooth implementation of effective risk management
schemes over risks relating to the operating activities;
prepares overall risk management policies for the Board’s
review; formulates strategic structure and resources to be
allocated for the Company’s risk management purposes
and keeps them in line with the Company’s internal risk
management policies; sets boundaries for major risk
indicators; performs supervision and review on the risk
management policies and makes recommendation to the
Board.

Level 2: Operation Management

The Company has established the Assets and Liabilities
Management Committee. Within the authority delegated
by the Board and the Operation Management of the
Company, the committee reviews and makes decisions on
major issues and relevant systems regarding the use of the
Company’s proprietary capital. For the purpose of ensuring
the Company’s capital security, the committee optimizes
assets allocation and improves the efficiency of the capital
consumption via a scientific, standardized management
method and prudent approach under strict control and
management over risk exposures.

The Company has established the Capital Commitment
Committee. The committee performs final risk assessment
and reviews on capital commitment of the underwriting
business within the authority delegated by the Board
and the Operation Management of the Company. All
corporate finance business involving application of capital
of the Company is subject to the approval by the Capital
Commitment Committee to ensure an acceptable level
of risk exposure of the corporate finance activities and
security of capital of the Company.

The Company has established the Risk Management

Committee. This committee reports to the Risk
Management Committee of the Board and the Operation
Management of the Company, and is responsible for

monitoring and managing the daily risks of the Company
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within its designated authority, deciding on and approving
material matters related to risk management and relevant
system and setting limits for risk. The Risk Management
Committee comprises a risk management sub-working
group and a reputation risk management sub-working
group. The risk management sub-working group is
the main body responsible for the daily monitoring and
management of the financial risks over the Company’s
buy-side business and facilitating the execution of the
decisions made by the Risk Management Committee
of the Company. With regular working meeting, the risk
management sub-working group has set up specific
working groups led by specific risk management
control experts with the involvement of related business
departments/business lines separately in accordance with
the management of market risks, credit risks, liquidity
risks and operational risks to respond to pending matters
from daily monitoring or decisions made by the higher
authorities in a timely manner through the establishment of
coordination on the implementation level. The reputation
risk management sub-working group is the daily
management body of reputation risks and is responsible for
establishing relevant rules and management mechanisms,
preventing and identifying reputation risks, responding to
and tackling reputation events in a proactive and effective
manner and mitigating any negative effect to the largest
extent.

The Company has appointed the Chief Risk Officer to be
responsible for coordinating the overall risk management
work.

The Company has established the Product Committee.
Under the designated authority from the Board and the
Operation Management of the Company, the Product
Committee uniformly makes plans, preparation and
decisions regarding the products and service business
of the Company. It reviews and approves the launch or
sales of products and the provision of relevant services,
and is the decision-making body of the launch and
the appropriateness management of financial products
of the Company. The Risk Evaluation Group and the
Appropriateness Management Group were established
under the Product Committee. The Risk Evaluation



Group is responsible for reviewing the qualification of the
principal which entrusted the Company to sell products,
and is tasked with organizing the specific measures
of product evaluation, establishing the classification
criteria and methods of risks associated with products
or services of the Company, performing risk assessment
and risk rating on products or services, as well as
supervising the management of product maturities. The
Appropriateness Management Group is responsible for
formulating the criteria for investor classification and
the principles and procedures for appropriate matching
of investors, supervising departments to implement
investor appropriateness management work, organizing
appropriateness  training and  appropriateness  self-
examination and rectification at the company level, and
supervising the establishment and improvement of investor
appropriateness evaluation database and other work
related to appropriateness management.

Level 3: Division/Business Lines

At the division and business line level, the Company
has segregated the roles and responsibilities among the
front office, middle office and back office to ensure the
establishment of a system of “checks and balances”,
forming three layers of defense in risk management jointly
built by business departments/business lines, internal
control departments including the Risk Management
Department and the Compliance Department, as well as
the Audit Department.

Being the Company’s first layer of defense in risk
management, front-office business departments/business
lines of the Company bears the first-layer responsibility
for risk management. These departments are responsible
to establish the business management systems and risk
management systems for various businesses, to perform
supervision, assessment and reporting on business risks,
and to limit such risks within the approved ranges.

Internal  control  departments, including the Risk
Management Department and Compliance Department
of the Company, are the second layer of defense in risk
management of the Company, of which:

The Risk Management Department of the Company
performs risk identification, measurement, analysis,
monitoring, reporting and management. The department

analyzes and assesses the overall risks of the Company
and each of its business lines, and recommends on the
optimization of resources allocation in relation to risk;
assists the Risk Management Committee of the Company
in the preparation of risk management indicators such
as risk limits, as well as the supervision and reporting on
the execution of the risk limits; establishes and improves
the timely reporting and feedback mechanism among the
front office, the Risk Management Department and the
Operation Management, and regularly discloses the general
risk profile of the Company to the Operation Management
and makes recommendations on risk management of
the Company; establishes a comprehensive stress test
mechanism as a basis for major decision making and
daily operational adjustment, and to meet the regulatory
requirements; performs pre-risk assessment and control
over new products and businesses.

The Compliance Department of the Company organizes
the establishment and implementation of the basic
compliance system of the Company, provides compliance
advice and enquiries to the Operation Management,
departments/business lines and branches of the Company,
monitors lawful compliance of management and operating
activities; supervises and instructs the departments/
business lines and branches of the Company to assess,
develop, modify and improve internal management
systems and business processes based on changes in
laws, regulations and guidelines; performs compliance
pre-reviews on internal management systems, important
decisions, new products, new businesses and key
business activities launched by the Company; fulfills
the regular and non-regular obligations of reporting to
regulatory authorities; organizes and performs money
laundering risk control in accordance with the anti-money
laundering system of the Company, etc.

The Legal Department of the Company is responsible for
oversight of the legal risks of the Company and its relevant
businesses.

The Office of the Board of the Company promotes the
management over the reputation risk of the Company
in conjunction with the General Manager’s Office, Risk
Management  Department, Compliance Department,
Human Resources Department, Legal Department,
Information Technology Centre, Audit Department and
other relevant departments.
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The Information Technology Centre of the Company is
responsible for managing the IT risks of the Company.

The Audit Department of the Company is the third line
of defense in risk management and has the overall
responsibility for internal audit, planning and implementing
internal audit of all departments/business lines of the
Company, its subsidiaries and branches, monitoring the

implementation of internal control systems, preventing
various moral and policy risks, and assisting the Company
with the investigation of emergency events.

Other internal control departments exercise their respective
risk management functions within the scope of their
responsibilities.
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Market risk

Market risks represent potential losses due to movements
in market prices of financial positions held. Financial
positions held are derived from the proprietary investment,
market-making business and other investment activities.
Movements in the financial positions held primarily
originated from instructions received from the customers
and the relevant strategies of proprietary investment.

Market risks primarily include equity price risk, interest rate
risk, commodity price risk and foreign exchange rate risk.
Among which, equity price risk arises from fluctuation in
the price and volatility of equity products such as stocks,
equity portfolio and stock index futures. Interest rate risk
primarily arises from movements in the yield curve of fixed
income investment, fluctuation in interest rates and credit
spreads. Commodity price risk arises from adverse price
movements of various commodities. Exchange rate risk
represents exposures arising from fluctuation of non-local
currency rates.

The Company has established a top-down risk quotas
management system, which allocates the overall risk of
the Company to different business departments/business
lines, and through the monitoring and implementing by the
internal control department, and by timely assessment and
reporting of significant risk matters, the overall market risk
of the Company is controlled within an acceptable level.

The Company assesses, monitors and manages its overall
market risks in a comprehensive manner through the Risk
Management Department, which is independent of the
business departments/business lines, and its assessments
and monitoring results are reported to the respective
business departments/business lines, the Operation
Management and the Risk Management Committee of
the Company. In implementing market risk management,
the front-office business departments/business lines, with
direct responsibility for market risks and as the front-
layer risk management team, dynamically manage the
market risks arising from its positions held, and actively
take measures including reducing risk exposures or
conducting risk hedging when the exposures are relatively

high. The relevant monitoring personnel from the Risk
Management Department will continuously communicate
with the respective business departments/business lines
directly with regard to information on risk exposures, and
discuss the status of risk portfolios and the extreme losses
situations.

The Risk Management Department estimates possible
losses arising from market risks through a series of
measurements, including possible losses under normal
market volatility and extreme market conditions. Under
normal volatilities, the Risk Management Department
measures the possible losses of the Company in the short
term mainly via VaR and sensitivity analysis. Meanwhile,
in extreme situations, the Risk Management Department
measures the possible losses of the Company via stress
test. The risk report sets out the market risk portfolios and
its changes in each of the business departments/business
lines. The report will be delivered on a daily, weekly,
monthly or quarterly basis to the responsible officers of
each of the business departments/business lines and the
Operation Management of the Company.

VaR represents the amount of potential losses of
investment portfolios held due to movements in market
prices over a specified time period and with a given degree
of confidence. The Company adopts VaR as a major
indicator of its market risk measurement. The calculation
is based on a holding period of one trading day and a
confidence level of 95%. VaR detects exposures such
as interest rate risk, equity price risk and exchange rate
risk, and measures the movement of market risks such as
those arising from changes in interest rate curves, prices
of securities and exchange rates. The Risk Management
Department constantly inspects the accuracy of VaR
through back-testing and improves its calculation in line
with the expansion of the Company’s businesses. The
Company also evaluates the possible losses in its positions
held arising from extreme situations through stress tests.
The Risk Management Department has established a
series of macro and market scenarios to calculate the
possible losses to the Company with full positions upon the
concurrence of different events under a single or multiple
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scenario. These scenarios include the occurrence of major
setbacks in  macro-economic, significant and adverse
changes in major markets and extraordinary risk events.
Stress test constitutes an important part of the market risk
management of the Company. Through the stress tests,
the Company could focus more on the possible losses
to the Company, analyze its risk return and compare its
risk resistant capacities, and evaluate whether the overall
market risk portfolio of the Company is within its expected
ranges.

The Company sets limits for its respective business
departments/business lines to control fluctuations in profit
or loss and market exposures. The risk limits are monitored
by the Risk Management Department on a daily basis.
When risk level is approaching or exceeds the threshold
values, the Risk Management Department will warn the
relevant management officers, discuss with the respective
business management officers, and in accordance with
the opinion reached through discussions, the business
departments/business lines will reduce the exposures to
comply with the risk limits, or may apply for a temporary
or permanent upgrade in the limits, and implement
the upgraded limits after obtaining the approval by the
corresponding authorized personnel or organization.

The Company continues to modify the risk limits system,
defines a unified limit management measure and a
hierarchical authorization mechanism, and on the basis of
such authorization mechanism, adjusts the measures for
the management of the system with different levels of risk
limit indicators for the Company as a whole, its respective
business departments/business lines and investment
accounts.

In respect of foreign assets and subsidiary assets, the
Company implemented integrated management at home
and abroad. The Company keeps track of the risk by
closely monitoring the value of the assets in the accounts
on a daily basis, and it manages from different angles, such
as assets limit, VaR, sensibility analysis and stress test.
In respect of foreign currency assets, the Company takes
overall monitoring and management on exchange rate risk,
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and manages exchange risk exposure through a number
of methods such as adjusting foreign currency positions,
using forward exchange contract/option hedging, currency
swap contracts, and etc.

In 2019,
management policy, further refined the current limits

the Company updated its market risk

system, continued to promote the research and
optimization of risk measurement methods, and newly
added more types of risk indicators, in order to better

evaluate and manage its possible material loss specifically.

The Group closely kept track of market and business
changes, promptly identified the latest market risk profile
and maintained good communication with relevant
regulatory authorities and the Shareholders, with a view to
timely control the exposure to market risks.

Please refer to Note 58 to the financial report for details of
the market risk of the Group.

Credit risk

Credit risk is the risk in respect of loss arising from the
failure to perform obligations by a borrower, counterparty
or issuer of financial positions held, or the result of whose
credit qualifications deteriorate.

The credit risk of the Group mainly arises from four
aspects: firstly, brokerage business in respect of securities
dealing and futures trading on behalf of clients, if the
Group does not require the clients to pay sufficient margin
deposits in advance according to the laws, the Group may
have to undertake the settlement responsibility on behalf of
clients if the clients do not have sufficient funds to pay for
the transaction, or face financing gaps due to other factors
on the settlement date, and accordingly resulting in losses;
secondly, credit risk arising from the securities financing
businesses including margin financing and securities
lending, stock repo, stock-pledged repo, which refers to
the Group’s exposure to losses caused by clients’ failure
to perform the contracts; thirdly, default risk from credit
product investment, which refers to the risk of the Group’s
asset losses and change in yield by reason of default or



refusal to pay principal and interest on due dates by the
financing parties or the issuers of the credit products the
Group invested; and fourthly, counterparty default risk in
OTC derivative transactions, such as interest rate swap,
equity swap, OTC option and forwards, i.e., the risk of
counterparties failing to perform their payment obligations
in accordance with contracts when the contracts reach the
mature dates.

The Company assesses the credit ratings of counterparties
or issuers through its internal credit rating system,
measures its credit risk by means of stress test and
sensitivity analysis, and manages such credit risk based
on these results through credit approval mechanism.
Meanwhile, the Company uses its information management
system to monitor its credit risk on a real time basis,
keeps track of the credit risk of its business products and
transaction counterparties, provides analysis and pre-
warning reports, and adjust its credit limits in a timely
manner.

Securities brokerage business transaction in Mainland
China are all required to be settled in full by security
deposit, as a result of which the settlement risk associated
with brokerage business has been largely controlled.

Credit risk arising from the securities financing business
primarily includes clients’ provision of false information,
failure to make full repayment in a timely manner,
contractual breach of portfolio limits and compositions,
violation of regulatory requirements for trading activities,
and provision of collateral encumbered with legal disputes,
and etc. Credit risk arising from this type of businesses is
mainly managed through client education, credit reference
checks, credit approval, daily mark to market, risk
reminders to clients, forced liquidation of clients’ positions,
judicial recourse and other means.

For credit products investment, in respect of private equity
investment, the Company has established the entrance
thresholds and investment caps for its products and
will manage its credit risk through risk assessment, risk
reminders and judicial recourse, and in respect of public
offering investments, through the counterparty credit
approval policy, the Company has developed certain
investment restrictions based on the credit ratings.

The counterparties in OTC derivative transactions are

mainly financial institutions and other professional
institutions and the main risks are their failure to make
payments on time, their failure to cover the security
deposits in a timely manner in case of losses in
investments, and discrepancy between the amounts
calculated by the parties. The Company sets certain
proportions for the security deposits of counterparties and
restrictions on the transaction size, controls the credit risk
exposure of counterparties through daily mark to market,
margin calls and automatic liquidation of clients’ positions,
as well as claim the losses through judicial procedures
if losses occurs after the automatic liquidation of clients’

positions.
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Due to the lack of comparability between credit rating results issued by domestic credit rating agencies and by foreign credit
rating agencies, the credit risk exposure is stated separately as follows:

Credit risk exposure of investments in bonds (by domestic rating agencies)

In RMB ten thousand

Investment Rating 31 December 2019 31 December 2018
China’s Sovereign Credit Rating 1,020,088 2,817,028
AAA 9,269,027 6,249,261
AA 1,245,410 1,052,249
A 139 39,612
A-1 481,523 477,858
Others 2,647,961 1,876,051
Total exposure 14,664,148 12,512,059

Note: AAA~A represents rating for debts with maturity over one year, of which AAA represents the highest rating; A-1 represents the highest rating for debts
with maturity within one year; AA includes products with AA+, AA and AA- actual ratings; A includes products with A+, A and A- actual ratings; others
refer to products with ratings below A- (excluding A-) and those without external debt ratings.

Credit risk exposure of investments in bonds (by foreign rating agencies)

In RMB ten thousand

Investment Rating 31 December 2019 31 December 2018
A 3,823 11,591
B 716,418 458,622
C 786,972 913,890
D 567 5,388
NR -679,863 -973,088
Total exposure 827,917 416,403

Note: The foreign bond rating is chosen as the lowest of the ratings granted by Moody’s, Standard & Poor’s and Fitch Ratings (if any); NR is recorded when
no rating has been granted by any of the three agencies. Of which, A represents products with ratings of Aaa~Aa3 by Moody’s, AAA~AA- by Standard
& Poor’s and AAA~AA- by Fitch Ratings; B represents products with ratings of A1~Baa3 by Moody’s, A+~BBB- by Standard & Poor’s and A+~BBB-
by Fitch Ratings; C represents products with ratings of Ba1~B3 by Moody’s and BB+~B- by Standard & Poor’s, and BB+~B- by Fitch Ratings; D
represents products with ratings of Caal~D by Moody’s, CCC+~D by Standard & Poor’s, and CCC+~D by Fitch Ratings.
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The Group continued to maintain strict risk management
standards for its securities financing business from a
multiple perspective in terms of pledge ratio, collaterals,
security deposits ratio, concentration, liquidity, durations
and etc., and managed its credit risk exposure through
timely mark to market.

As at the end of the Reporting Period, the Group
maintained an average margin ratio of 307% for the
Group’s margin financing and securities lending clients
with outstanding liabilities and an average margin ratio of
673% for the Group’s stock repo clients with outstanding
liabilities; the size of the Group’s on-balance sheet stock-
pledged repo business was RMB40,483,793,164.68
with an average margin ratio of 281% and the size of the
Group’s stock-pledged repo business operated through
off-balance sheet asset management activities was
RMB24,544,425,935.88.

Liquidity risk

Liquidity risk refers to the risk that the Company fails to
obtain sufficient capital with reasonable cost and in a
timely manner to pay its overdue debts, perform other
payment obligations and satisfy capital requirements
for normal business operations. The Company has
consistently adhered to the overall operation of capital.
The responsibilities for centralized management of fund
allocation lie within the Treasury Department. In respect
of the domestic stock exchanges and interbank market,
the Company has a relatively high credit rating, and has
secured stable channels for short-term financing, such
as borrowing and repurchases. At the same time, the
Company has replenished its long-term working capital
through public or private offering of corporate bonds,
subordinated bonds, income vouchers and the like to
enable the Company to maintain its overall liquidity at a
relatively secured level.

In addition, the Risk Management Department
independently monitors and assesses the fund and debt
positions of the Company over a future time span on a
daily basis. It measures the solvency of the Company via
analysis of matching between assets and liabilities on a
specified point of time and within a time period, and the
measurement of indicators including funding gap ratio.
The Risk Management Department releases a liquidity
risk report on a daily basis and reports on the status of
the Company’s assets and liabilities, liquidity risk quota

management and other situations. The Company also
sets warning threshold values for liquidity risk indicators,
and once exceeded, the Risk Management Department
will warn the risk to the Risk Management Committee, the
management and relevant departments of the Company
under relevant systems, and appropriate actions will be
taken by the relevant competent departments to adjust
the liquidity risks exposure into a permitted range. The
Company has also established a liquidity reserve pool
system with sufficient high-liquidity assets in order to meet
its emergent liquidity needs.

In 2019, in view of a market condition characterized by
reasonably adequate liquidity, the Group strengthened its
close monitoring and daily management on liquidity risks,
to ensure the constant compliance of liquidity supervision
indicators with the regulatory standards. On the other
hand, the Group evaluated liquidity pressure under extreme
circumstances through liquidity risk stress tests and
formulated emergency plans to ensure the secured liquidity
of the Company.

Operational risk

Operational risk is the risk of losses to the Company arising
from flawed internal processes, breakdown of information
system, fault or misconduct of staff, external factors and
other reasons.

During the Reporting Period, all the established
management tools were on continuous effective operation.
The Company carried out assessment and review on new
businesses, streamlined business processes, and approval
of measures and policies to improve its internal control
procedures and to control risk exposures on an ongoing
basis; made early warning and analysis of the operational
risk in time through key risk indicator (KRI) monitoring, the
amount of KRI has steadily increased and the pertinence
has strengthened continuously; investigated and reported
on risk events and followed corrective measures so as to
mitigate risks in a timely manner. Cultivated employees
with operational risk concepts, improved the awareness
of operational risk through organizing various forms
of training. Through continuous improvement of the
operational risk management system functions and the
supporting OA procedures, and assisted by automated
devices to support the daily management of operational
risk, the efficiency and effectiveness of operational risk
management can be continuously improved.
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Review of Business

Business review

The Group is principally engaged in providing securities brokerage, investment banking, assets management, trading and
other related financial services.

Details of the development stages, cyclical characteristics of the industry in which the Group operates and the industry
positions of the Group are as below:

The deepening of capital market reforms provides historic opportunities for the development of the securities industry. It can
be observed from the ratio of domestic credit provided by the banking system to the GDP, indirect financing development in
China has nearly reached the level of mature markets, but the direct financing development represented by the stock market
is still insufficient. Imbalance in financing structure not only affects social financial efficiency, but also causes the securities
industry to develop slowly compared to the banking industry. In the future, the deepening of capital market reforms has
created opportunities for the development of the securities industry. The Central Economic Working Conference pointed out
that the capital market has played a vital role in financial operation. It is important to build a standardized, transparent, open,
dynamic, and resilient capital market. In September 2019, the CSRC proposed “Twelve Articles of Deepening Capital Market
Reform” policy, which aims to establish a high-quality and efficient market system. The development of the capital market
requires professional institutions with risk pricing capabilities, comprehensive financial products, sound market liquidity and
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diversified financing methods. It also requires brokers to play the role of “financial arrangers”, “wealth managers”, “trading

services and liquidity providers”, “important market investors” and “risk managers” which provides historic opportunities for
the comprehensive development of the securities industry.

Higher requirements have been raised for the capabilities of securities companies in the new era, and the securities industry
has entered into the phase of supply-side reform. Capital market reforms contribute to business growth, while raise higher
requirements for the capabilities of securities companies. The business model that relies on license bonus has entered
into a bottleneck period. In the future, the profitability of securities companies will rely more on capital strength, risk pricing
capabilities, business synergy capabilities and fintech capabilities. With the two-way opening up of the capital market and
the securities industry, top brokers will face competition from foreign institutions. With their global vision, standardized
trading and clearing systems, and global product chains, foreign institutions have competitive strength in term of providing
high-quality services to institutional investors and high-net-worth individual customers, and will inevitably impose pressure
of competition on local brokers when developing their business in China. Meanwhile, local top brokers are also accelerating
the pace of internationalization, helping capital in China and Chinese investors going abroad, and participate in international
competition. This requires domestic brokers to abandon profit model of distribution channel, establish expertise barriers,
and enhance adaptability to the new competitive business environment. Supply-side reforms will be adopted to achieve
the survival of the fittest in the securities industry. Wealth management transformation, registration system reform, de-
channeling of asset management, and the Matthew effect of derivatives business will accelerate the concentration of
the securities industry. In the future, it is expected that first-class investment banks with superb business capabilities,
comprehensive service functions, standardized operation and management, and international influence will outstand in China
securities industry.
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In 2019, the operation and management of CITIC Securities progressed steadily. Financial indicators of the Company
including operating income and net profit for the year continued to rank top among domestic securities companies. In
the future, CITIC Securities will capture the development opportunities in the capital market reform, further strengthen
international talent team building, improve domestic and overseas customer service capabilities through various measures
such as fintech empowerment, so as to achieve the high-quality and sustainable development of the Company, and make
its own contribution to promoting high-quality development of the securities industry and the reform of the capital market.

Principal risks and uncertainties

Principal risks to which the Company is exposed include market risk, credit risk, liquidity risk and operational risk. For the
objectives and policies of risk management of the Company, please refer to “Risk Management” in this report. For major
risks and uncertainties to which the Company is exposed in 2019, please refer to “Possible risks exposure” in this report.

Relevant laws and regulations with significant impact

Adhering to the philosophy of operating in compliance with laws and regulations for a long time, the Company complies
with the national laws, administrative regulations and various rules and normative documents promulgated by regulatory
authorities. In 2019, in accordance with regulatory provisions and business management requirements of the Company,
the Company formulated and revised a series of internal management systems to enhance its internal control and
management level and improve compliance management systems; formulated and improved business management
systems and processes to timely implement all the requirements of regulatory authorities and self-regulatory organizations
in all of its business lines; continuously strengthened the publicity and training of laws and compliance culture to enhance
the awareness of active prevention from compliance risks in the course of business operations among business lines.
The Company has achieved overall compliance in its operation and management activities. The compliance and risk
management mechanism of the Company runs well and no material systematic compliance risks have been detected.

Environmental policies and performance

Through its important achievements in promoting the green development of the real economy through financial services, the
Company has achieved significant economic, social and environmental effects, benefitting the national interest and people’s
livelihood. In 2019, through its domestically leading investment banking team, the Company assisted and served China
Three Gorges Corporation to issue the first green exchangeable corporate bond. The Company promoted the city energy-
saving and carbon emission reduction process, assisted Guangzhou Metro to issue 4 green corporate bonds and assisted
Beijing Infrastructure Investment Co., Ltd. to issue a green sustainable corporate bond of no more than RMB10 billion.
The Company responded to the national Village Service Strategy actively, and made full use of the product design and
transaction pricing advantages to provide price falling protections for agricultural products.

For other information relating to environmental policies and performance, please refer to the 2019 Social Responsibility
Report disclosed by the Company separately on the same date of the 2019 Annual Results Announcement of the Company.

Future development/forward-looking

Please refer to “Development strategy of the Company” and “Business plan for 2020” of this report on prospects of the
Company’s future development.
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Profit Distribution and Proposed Dividend

Profit distribution policy

The Articles of Association of the Company specify that the profit distribution plans, particularly the decision-making
procedures and mechanisms for the cash dividend plans, clarify the priority of cash dividend in the profit distribution.

The profit shall be distributed in the form of cash, stock shares, or a combination of both. Priority will be given to cash
dividend payment when the conditions for cash dividend are fulfilled. The percentages of distribution shall be drafted by
the Board of Directors according to the situation of the Company and the stipulations of the CSRC, and shall be approved
by the General Meeting of Shareholders; the Company shall, in principle, make one profit distribution each year when the
conditions for dividend payment are fulfilled, but the Company may distribute dividends in an interim period according
to its profitability and capital requirements; where the Board of Directors fails to prepare a plan for the annual cash
profit distribution when the Company has earned a profit, the Company shall, if so requested by the relevant regulatory
authority, disclose the reasons for the failure in its regular report; and where any shareholder misappropriates any fund of
the Company in violation of laws or regulations, the Company shall, before distributing the profit, deduct the amount so
misappropriated by such shareholder from the cash amount to be distributed to such shareholder.

The Company shall, in formulating its profit distribution plan, consider both internal and external factors, and do its best to
ensure that the annual profit distribution scale is not less than 20% of the net profit attributable to shareholders of the parent
company for that year.

When the profit and accumulated undistributed profit for the year is positive, the cash flows are sufficient to fund the
Company’s normal operation and long-term development and the implementation of the cash dividend plan will not affect
the Company’s on-going operation, the Company may make profit distribution in the form of cash. The Company shall,
taking into consideration factors such as industry characteristics, the Company’s development stage, business operation
model, profitability level and whether there are significant capital expenditure arrangements, develop differentiated cash
dividend policies to be applicable in the following different situations: (1) where the Company is at a sophisticated stage of
development and has no significant capital expenditure arrangements, the cash dividend payout ratio in the profit distribution
shall reach a minimum of 80%; (2) where the Company is at a sophisticated stage of development and has any significant
capital expenditure arrangement, the cash dividend payout ratio in the profit distribution shall reach a minimum of 40%; (3)
where the Company is at a growth stage of development and has any significant capital expenditure arrangement, the cash
dividend payout ratio in the profit distribution shall reach a minimum of 20%; and (4) where the Company’s development
stage is difficult to be defined but the Company has any significant capital expenditure arrangement, the preceding
provisions may still be followed.
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Profit distribution plans/proposals for the past three years

Net profit
attributable to
holders of
ordinary shares
of the listed
Company

as shown in the

In RMB Yuan

Percentage of

net profit
attributable

to holders of
ordinary shares of

Number of Amount of consolidated  the listed Company

bonus shares dividend for financial as shown in the

for every every Capitalization Amount of cash statements for consolidated

Year of 10 shares 10 shares shares for every dividend the year of financial
distribution (share) (tax inclusive) 10 shares (share) (tax inclusive) distribution statements (%)
2019 0 5.0000 0 6,463,388,014.50 12,228,609,723.82 52.85
2018 0 3.5000 0 4,240,917,940.00 9,389,895,989.94 45.16
2017 0 4.0000 0 4,846,763,360.00  11,4383,264,545.60 42.39

Proposed profit distribution plan for 2019:

The Company’s profit available for distribution for the year of 2019 amounts to RMB39,305,417,013.37, which
was calculated based on the retained profit of the Company at the beginning of 2019, which amounted to
RMB31,845,135,198.14, the net profit of RMB11,701,199,755.23 realized by the Company in 2019 and after deduction of
the 2018 cash dividends of RMB4,240,917,940.00.

Pursuant to the Company Law, Securities Law, Financial Rules for Financial Enterprises, Interim Measures on Supervision
and Administration of the Provisions of Risk of Public Offering of Securities Investment Funds, Guiding Opinions on
Regulating Asset Management Business of Financial Institutions and the Articles of Association of the Company, the net

profit of the Company for 2019 is proposed to be appropriated in the following sequences:

1. no relevant provision to be made this year as the Company’s accumulated amount of the statutory reserve has
reached 50% of its registered capital;

2.  to appropriate RMB1,170,119,975.52 to the general provisions of risk for 2019;

3.  to appropriate RMB1,170,119,975.52 to the provisions of risk for transactions for 2019;
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4.  to appropriate RMB3,494,342.36 to the provisions of risk for custody business in 2019; and
5.  to appropriate RMB117,296,830.10 to the provisions of risk for collective asset management business in 2019.
The above withdrawals amount to RMB2,461,031,123.50 in total.

Net of the above withdrawals, the profit of the parent company available for distribution to the investors for the year of 2019
amounts to RMB36,844,385,889.87.

In consideration of composite factors such as the future development of the Company and the interests of the Shareholders,
the Company proposes the profit distribution plan of 2019 as follows:

1. The Company proposes to adopt cash dividend payment method for its 2019 profit distribution (i.e. 100% cash
dividend) and distribute a dividend of RMB5.00 for every 10 shares (tax inclusive) to the A Shareholders and H
Shareholders whose names appear on the register of members of the Company on the Record Date. Based on
the number of total issued shares of the Company as at the date of the Board meeting for approving the proposed
profit distribution plan of 2019, i.e. 12,926,776,029 Shares, the cash dividend proposed to be distributed totals
RMB6,463,388,014.50, representing 52.85% of the net profit attributable to the owners of the parent as shown in
the 2019 consolidated financial statements. In the event of change in total share capital of the Company after the
date of the above-mentioned Board meeting but before the Record Date for payment of the cash dividend, the total
distribution amount will be kept unchanged and the rate will be adjusted accordingly. The outstanding balance of the
retained profit distributable for 2019 will be carried forward to the next year.

2. Cash dividend is denominated and declared in RMB and payable in RMB to the A Shareholders and in HKD to the H
Shareholders. The actual amounts to be paid in HKD will be calculated based on the average benchmark exchange
rate for Renminbi to HKD as announced by the People’s Bank of China for the five business days before the date of
the 2019 Annual General Meeting of the Company.

After the 2019 profit distribution plan is approved by the 2019 Annual General Meeting of the Company, payment of the
2019 cash dividend will be made before 28 August 2020. The Company will publish separate announcement on the record
date and book closure period for the payment of the dividends to H Shareholders, as well as the record date and the date
for the payment of the dividends to A Shareholders.

Tax Deduction and Exemption

A Shareholders

Pursuant to Notice on Issues Concerning the Implementation of Differentiated Individual Income Tax Policies on Dividends
and Bonuses of Listed Companies (Cai Shui [2012] No. 85) and Notice on Issues Concerning Differentiated Individual
Income Tax Policies on Dividends and Bonuses of Listed Companies (Cai Shui [2015] No. 101) issued by the Ministry of
Finance, the State Administration of Taxation and the CSRC, for dividends obtained from listed companies by individual
investors, if the holding period between the date of the individual investor obtaining the Company’s Share and the record
date is more than one year, individual income tax shall be exempted; if the holding period between the date of the individual
investor obtaining the Company’s Shares and the record date is less than one year (inclusive), listed companies temporarily
are not required, in respect of their individual income tax, to pay withholding tax, subject to corresponding adjustment to be
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made in accordance with the aforementioned Notices at the time when the individual investors transferred their respective
Shares.

For Shareholders who are resident enterprises, the income tax on their cash dividends shall be payable by themselves.

For Qualified Foreign Institutional Investors (QFI), listed companies are required to withhold and pay enterprise income tax
at a rate of 10% pursuant to the requirements of the Notice Concerning the Relevant Questions on the Withholding and
Payment of Enterprise Income Tax Relating to the Payment of Dividends, Bonus and Interest by PRC Resident Enterprises
to QFII of the State Administration of Taxation (Guo Shui Han [2009] No. 47). Shareholders who are QFIl and who wish to
enjoy the treatment of tax treaties (arrangements) shall apply to the competent taxation authority for tax rebates according to
the relevant rules and regulations after they receive the dividends.

Pursuant to the requirements of the Notice of the Ministry of Finance, the State Administration of Taxation, and the CSRC
on Taxation Policies concerning the Pilot Program of an Interconnection Mechanism for Transactions in the Shanghai and
Hong Kong Stock Markets (Cai Shui [2014] No. 81), for dividends derived by investors (including enterprise and individual
investors) in the Hong Kong market from investing in A shares listed on SSE, and prior to Hong Kong Securities Clearing
Company Ltd. is able to furnish the identity, holding period and other detailed data of investors in the Hong Kong market
to CSDCC, the differentiated tax policy based on the holding period of shares will temporarily not be implemented. Listed
companies shall withhold income tax at a tax rate of 10% and make withholding and payment filings with their competent
tax authorities. For those investors in Hong Kong who are tax residents of other countries and the income tax rate
applicable to dividends is lower than 10% under the tax treaties between China and their residence countries, enterprises
or individuals may by themselves or ask the withholding and payment agent to act on their behalf to apply to the competent
tax authorities of the listed companies for the application of preferential treatment under the tax treaties. With the approval of
the competent tax authorities, the difference between the tax paid and the payable tax calculated at the rate as prescribed
under the corresponding tax treaty shall be refunded.

H Shareholders

Pursuant to the requirements of the Notice of the State Administration of Taxation on Issues Concerning Individual
Income Tax Collection and Management after the Repeal of Guo Shui Fa [1993] No. 045 (Guo Shui Han [2011] No. 348),
the dividends received by overseas resident individual shareholders from the shares issued by domestic non foreign-
invested enterprises in Hong Kong is subject to the payment of individual income tax according to the items of “interests,
dividend and bonus income”, which shall be withheld and paid by the withholding and payment agents according to the
relevant laws. The overseas resident individual shareholders who hold the shares issued by domestic non-foreign invested
enterprises in Hong Kong are entitled to the relevant preferential tax treatment pursuant to the provisions in the tax
agreements signed between the countries where they are residents and China or the tax arrangements between Mainland
and Hong Kong (Macau). The relevant dividend tax rate under the relevant tax agreements and tax arrangements is generally
10%, and for the purpose of simplifying tax collection and administration, domestic non foreign-invested enterprises
issuing shares in Hong Kong may, when distributing dividend, generally withhold and pay individual income tax at the rate
of 10%, and are not obligated to file an application. In circumstances where the tax rate for dividend is not equal to 10%,
the following provisions shall apply: (1) for citizens from countries under agreements subject to tax rates lower than 10%,
in accordance with the Measures for the Administration of Non-Resident Taxpayers’ Enjoyment of Treaty Benefits ( 3EfE
RHBMAZZMESBEEYLE) ) (State Taxation Administration Announcement 2019 No. 35) (B R 7E 48/ Q520194
2359%), for Individual H Shareholders whose country of domicile is a country which has entered into a tax treaty with the
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PRC stipulating a dividend tax rate of less than 10%, such H Shareholders shall actively submit statements to the Company
to entitle the preferential treatment and relevant information shall be kept for future reference. If the information provided is
complete, the Company will withhold it in accordance with the PRC tax laws and regulations and agreements; (2) for citizens
from countries under agreements subject to tax rates higher than 10% but lower than 20%, the withholding and payment
agents shall withhold and pay individual income tax at the agreed effective tax rate at the time of distribution of dividends
(bonus), and are not obligated to file an application; (3) for citizens from countries without tax agreements or under other
circumstances, the withholding and payment agents shall withhold and pay individual income tax at a tax rate of 20% at the
time of distribution of dividends.

Pursuant to the requirements of the Notice on the Issues Concerning Withholding and Paying the Enterprise Income Tax on
the Dividends Paid by Chinese Resident Enterprises to H Shareholders Which Are Overseas Non-resident Enterprises (Guo
Shui Han [2008] No. 897) of the State Administration of Taxation, a PRC resident enterprise, when distributing dividends for
the year 2008 and the years thereafter to H Shareholders who are overseas non-resident enterprises, shall be subject to
enterprise income tax withheld and paid at a uniform rate of 10%.

Pursuant to the requirements of the Notice of Ministry of Finance, the State Administration of Taxation, and the CSRC on
Taxation Policies concerning the Pilot Program of an Interconnection Mechanism for Transactions in the Shanghai and
Hong Kong Stock Markets (Cai Shui [2014] No. 81) and Notice on Taxation Policy concerning the Pilot Program of an
Interconnection Mechanism for Transactions in the Shenzhen and Hong Kong Stock Markets (Cai Shui [2016] No.127),
for dividends derived by Mainland individual investors from investing in H shares listed on the Hong Kong Stock Exchange
through Shanghai-Hong Kong Stock Connect or Shenzhen-Hong Kong Stock Connect, H-share companies shall withhold
individual income tax at a tax rate of 20% for the investors. For dividends derived by Mainland securities investment funds
from investing in shares listed on Hong Kong Stock Exchange through Shanghai-Hong Kong Stock Connect or Shenzhen-
Hong Kong Stock Connect, the above rules also apply and individual income tax shall be levied on dividends derived
therefrom. For dividends derived by Mainland enterprise investors from investing in shares listed on Hong Kong Stock
Exchange through Shanghai-Hong Kong Stock Connect or Shenzhen-Hong Kong Stock Connect, the company of such
H shares will not withhold the income tax of dividends for domestic enterprise investors and those domestic enterprise
investors shall report and pay the relevant tax themselves. For dividends derived by Mainland resident enterprises where the
relevant H shares have been continuously held for more than 12 months, the enterprise income tax thereon will be exempt
according to the laws and regulations.

Under the current practice of the Hong Kong Inland Revenue Department, no tax is payable in Hong Kong in respect of
dividends paid by the Company.

Shareholders of the Company are taxed and/or enjoy tax relief in accordance with the aforementioned regulations.

Use of Proceeds

During the Reporting Period, the Company publicly issued one tranche of corporate bond with an issuance amount of
RMBS3.0 billion, all of which were used to replenish working capital of the Company. As at the end of the Reporting Period,
the balance of corporate bonds publicly issued by the Company was RMB44.6 billion.

In accordance with the relevant requirements of the Administrative Measures for the Issuance and Transactions of Corporate
Bonds, the Company established special accounts for the proceeds from issuance of each tranche of corporate bonds and
subordinated bonds for the collection, storage and transfer of proceeds, and the collection and management of the payment
of interest and redemption of principal.
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As at the end of the Reporting Period, proceeds of each tranche of bonds were used up, all of which were used to
replenish the working capital of the Company, and was in line with the purpose, usage plan and other agreements in the
prospectuses.

Purchase, Sale or Redemption of the Company’s Securities
During the Reporting Period, neither the Company nor its subsidiaries purchased, sold or redeemed any of the Company’s
listed securities.

Biographical Details of the Directors, Supervisors and Senior Management
Biographical details of the Directors, Supervisors and Senior Management are set out in “Major working experience of the
current Directors, Supervisors and Senior Management” of this report.

Directors’ and Supervisors’ Service Contracts

The Directors’ Service Contracts and the Supervisors’ Service Contracts were entered into by the Company with each of
the Directors of the Seventh Session of the Board and each of the Supervisors of the Seventh Session of the Supervisory
Committee, which set out the Directors’ and the Supervisors’ appointment, terms of office, duties, remuneration and
expenses, non-competition, confidentiality obligations, termination of appointment, breach of contract and arbitration, etc.
The term of office of the Directors and the Supervisors commenced from the date of election by the Shareholders at a
general meeting of the Company and the obtaining of the relevant qualifications for the appointment (whichever is later) until
the expiry date of the term of office of the Seventh Session of the Board and the Supervisory Committee. If the regulatory
authorities of the places where the Company’s shares are listed require otherwise in relation to the term of office of the
independent non-executive Directors, such requirements shall prevail.

In addition, none of the Directors or Supervisors entered into a service agreement with the Company or its subsidiaries
which could not be terminated within one year without paying compensation (other than statutory compensation).

Permitted Indemnity Provisions
In 2019, no permitted indemnity provision (whether made by the Company or otherwise) was made or in force for the benefit
of the Directors or any directors of the associated companies of the Company (if made by the Company).

The Company has purchased insurance for the Directors against legal liabilities arising from performance of their duties. The
governing law of relevant insurance policies was PRC law. The Company reviews the coverage of such insurance each year.
During the year, there were no claims for compensation against the Directors or Senior Management.

Management Contracts
During the Reporting Period, no management and administrative contracts were entered into or subsisting in respect of the
whole or a substantial part of any business of the Company.

Remuneration Policies

The details of remuneration policies and share incentive scheme in respect of the Directors, Supervisors and Senior
Management are set out in “Remuneration of Directors, Supervisors and Senior Management for the year” and “Share
incentives regarding Directors, Supervisors and Senior Management” of this report.

Details of the Company’s employee remuneration policies and employee compensations are set out in “Remuneration
policy” and Note 11 to the Consolidated Financial Statements of this report.
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Directors’ and Supervisors’ Interests in Material Contracts
The Company or its subsidiaries did not enter into any contract of significance in which the Directors or Supervisors had a
material interest, whether directly or indirectly, during the Reporting Period.

Directors’ Interests in Businesses Competing with the Company
None of the Directors has interests in any business which competes with businesses of the Company.

Directors’, Supervisors’ and Chief Executive’s Interests and Short Positions in Shares,
Underlying Shares and Debentures of the Company or its Associated Corporations

As at 31 December 2019, the following persons had interests or short positions in the Shares, underlying Shares and
debentures of the Company or any of the its associated corporations (as defined in Part XV of the Securities and Futures
Ordinance), which were required, pursuant to Section 352 of the Securities and Futures Ordinance, to be entered into
the register referred to therein, or required, pursuant to the Model Code for Securities Transactions by Directors of Listed
Issuers set out in Appendix 10 to the Hong Kong Listing Rules, to be notified to the Company and the Hong Kong Stock
Exchange as follows.

Percentage of
Total Number

of Shares

Number of of the

Nature of Class of Shares Held Company

Name Position Interest Shares (shares) (%)

ZHANG Youjun Executive Director Personal Interest A Shares 374 0.000003
and Chairman

LEI Yong' Former Supervisor Personal Interest A Shares 483,285 0.004

YANG Zhenyu? Former Supervisor Personal Interest A Shares 81,000 0.001

Note 1: Mr. LEI Yong ceased to be a Supervisor of the Company upon conclusion of the 2019 Second Extraordinary General Meeting of the Company held on
31 December 2019.

Note 2: Mr. YANG Zhenyu ceased to be a Supervisor of the Company upon conclusion of the 2019 Second Extraordinary General Meeting of the Company
held on 31 December 2019.

Pursuant to the Securities and Futures Ordinance, the chief executive who was required to disclose his interests to the Hong
Kong Stock Exchange was the General Manager and did not include other Senior Management personnel. For details of the
shareholdings of other Senior Management, please refer to “Changes in the Shares held by and information on remuneration
of Directors, Supervisors and Senior Management held office or resigned during the Reporting Period or as at the date of
the 2019 Annual Results Announcement of the Company” of this report. In addition, as of 31 December 2019, no other
Directors, Supervisors or Senior Management or their respective spouses or children under 18 years of age had been
granted equity securities or warrants of the Company.

Pre-emptive Rights
The Company was incorporated in accordance with the PRC laws with no arrangement regarding pre-emptive rights.
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Reserves and Reserves for Distributable Profits

Please refer to “the Consolidated Statement of Changes in Equity of Shareholders” and Note 51 to the Consolidated
Financial Statements in this report for details of changes in the reserves and the reserves for distributable profits of the
Company.

Fixed Assets
Please refer to Note 20 to the Consolidated Financial Statements in this report for details of the Group’s fixed assets as at
31 December 2019.

Major Clients and Suppliers

The Company serves institutional and individual clients in various sectors. The Company’s clients range from multinational
corporations and SMEs to high-net-worth clients and retail customers. The clients are primarily located in China. The
Company expects to serve more overseas clients as the Company taps into overseas market in the future. In 2019, the
revenue from rendering services attributable to the Group’s five largest clients accounted for less than 30% of the total
revenue of the Group.

Save as disclosed above, none of the Directors, Supervisors and their respective associates as well as Shareholders holding
more than 5% of the issued share capital of the Company has any interest in any of the five largest clients of the Company.
The Company has no major supplier due to the nature of its business.

Relationship with Employees, Clients, Suppliers and Persons Who are Materially Related
Employees’ remuneration of the Company consists of base annual salary, performance-based annual salary, special rewards
and insurance benefits. The Company continues to promote and implement staff training programs with comprehensive
planning, implementation by levels and clear purposes. For details about the remuneration and training plans for employees
of the Company, please refer to “Remuneration policy” and “Training program” of this report. As at 31 December 2019,
the Company and CITIC Securities (Shandong) had 9 securities brokers, of which 5 were brokers of the Company. For
information on relationship between the Company and its securities brokers, please refer to “Information on brokers” of
this report. For information on relationship between the Company and its major clients and suppliers, please refer to “Major
Clients and Suppliers” of this report.

Sufficient Public Float

At the time of listing of the H Shares, the Hong Kong Stock Exchange granted a waiver to the Company, accepting the
minimum public float of the Company for the H Shares to be the higher of: (i) 10% of the total issued share capital; or (ii) the
percentage of H Shares held by the public immediately after the completion of the global offering (including the H Shares
issued pursuant to the exercise of the over-allotment option and the transfer and conversion of the relevant State- owned
shares into H Shares pursuant to the PRC regulations on reduction of State-owned shares). Upon the completion of the
global offering and based on the minimum public float granted by the Hong Kong Stock Exchange, the minimum public float
of the Company for the H Shares is not lower than 10.70%.

As at the date of this report, based on the information available to the public and the knowledge of the Directors, the
Directors believe the public float of the Company is in compliance with Rule 8.08 of the Hong Kong Listing Rules and the
requirements for minimum public float as set out in the waiver granted by the Hong Kong Stock Exchange at the time of
listing.
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Donations
During the Reporting Period, the Group’s charitable and other donations amounted to approximately RMB6.8570 million in
total.

Other sections, chapters or notes of this report as mentioned in this section (Report of the Board) shall constitute part of the

Report of the Board.

By Order of the Board
ZHANG Youjun
Chairman

Beijing, 19 March 2020
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Significant Events

Performance of Undertakings
Undertakings of the de facto controller, Shareholders, related parties, acquirer of the Company and the Company made or
subsisting during the Reporting Period

Undertakings of Shareholders and related/connected parties and their performance

Undertaking in respect of the share reform

During the Company’s implementation of the share reform in 2005, CITIC Group, the largest Shareholder of the Company,
has undertaken “not to transfer its shares within 12 months from the date of listing of the shares of the Company or upon
expiry of the non-transfer undertaking, whenever it transfers through the stock exchange any Shares of the Company
amounting to 1% of total issued Shares of the Company, it shall announce within two working days of such transfer; in
addition, any such transfers shall not exceed 5% of the total issued Shares of the Company within the 12-month period and
not exceed 10% within the 24-month period.”

Since CITIC Group has transferred all the Shares held by it to CITIC Corporation Limited, the above undertaking is taken
up by CITIC Corporation Limited. The above long-term undertaking is still valid, which has been performed satisfactorily at
present and will continue to be duly performed.

Undertaking in respect of non-competition

During the initial public offering of A Shares of the Company in December 2002, CITIC Group, the largest Shareholder of the
Company, undertook that “there did not exist and it will not establish any new companies engaging in securities business. In
respect of those businesses which are same or similar as the securities company engaged by banking and trust investment
businesses, CITIC Group has undertaken that our Company can make adequate disclosure of such business and that it will
not misuse its Shareholder position to act in the detriment of our interests and other Shareholders.”

The above long-term undertaking is still valid and is succeeded by CITIC Corporation Limited. It has been performed
satisfactorily at present and will continue to be duly performed.

Undertaking in relation to asset restructuring

In relation to the acquisition of 100% equity interest in Guangzhou Securities by issuance of Shares of the Company, during
the period from the date of resumption of trading in shares of the Company to the completion of the acquisition of assets by
issuance of Shares, if CITIC Corporation Limited intends to reduce its shareholding in CITIC Securities, it will strictly comply
with the laws and regulations and relevant requirements of the SSE and will fulfill the obligation of information disclosure in a
timely manner.

This undertaking period is from the resumption of trading in shares of the Company (10 January 2019) to the completion of
the acquisition of assets by issuance of Shares.

There are no unperformed open undertakings by other Shareholders or related/connected parties.
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Appointment or Termination of Service of Accounting Firms

In RMB ten thousand

Current Appointment

Name of the domestic accounting firm PwC Zhong Tian
Remuneration for the domestic accounting firm 183.62

Duration of service of the domestic accounting firm 5 Years

Name of the overseas accounting firm PwC Hong Kong
Remuneration for the overseas accounting firm 33.39

Duration of service of the overseas accounting firm 5 Years

Note: The above is the audit fee in respect of the financial statements of the Company for the year, which does not include the audit fees in respect of the
subsidiaries of the Company.

Name Remuneration

Accounting firm for internal control audit PwC Zhong Tian 40.05

Explanation on Appointment or Termination of Service of Accounting Firms

As approved by the 2018 Annual General Meeting of the Company, PwC Zhong Tian and PwC Hong Kong were
reappointed as the external auditors of the Company for 2019 to be responsible for the provision of the relevant annual
audit and interim review services in accordance with the Accounting Standards for Enterprises of China and the International
Financial Reporting Standards, respectively; and PwC Zhong Tian was reappointed as the auditor for the internal control
audit of the Company for 2019.

Material Litigation and Arbitration

During the Reporting Period, the Group had not been involved in any material litigation or arbitration with an involved amount
of over RMB10 million and accounting for over 10% of the absolute value of the net assets as shown in the latest audited
accounts of the Company, which is required to be disclosed pursuant to the SSE Listing Rules.

The litigation or arbitration of the Group which was newly raised but has not been disclosed (with an involved amount of

over RMB100 million) or has been disclosed but had progress from the beginning of the Reporting Period until the date of
publication of the 2019 Annual Results Announcement of the Company, is as follows:
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Dispute between the Company and Shuaijia Investment on Stock-pledged Repo Transaction

Due to the breach of contract on stock-pledged repo transaction by Hunan Shuaijia Investment Company Limited (4 = AP
FERERMHBRAR]) (hereinafter referred to as “Shuaijia Investment”), the Company applied to the Higher People’s Court
of Hunan Province (hereinafter referred to as the “Hunan Higher Court”) for compulsory enforcement in early January
2018, requesting Shuaijia Investment to pay the outstanding principal of RMB647.68 million and the corresponding interest,
liquidated damages, expenses incurred for realizing the creditor’s rights and other fees. The Hunan Higher Court accepted
the case on 8 January 2018. On 30 and 31 January 2018, the Hunan Higher Court froze relevant bank accounts under the
name of Shuaijia Investment as well as the shares of Hunan Er-Kang Pharmaceutical Company Limited held by Shuaijia
Investment. On 10 June 2019, the Company and Shuaijia Investment reached the Debt Settlement Agreement and the
Intention Agreement on Share Transfer (For the relevant information of this case, please refer to the 2019 Third Quarterly
Report of the Company). On 24 July 2019, the Company received the first settlement proceeds. On 6 January 2020, the
Company and Shuaijia Investment reached the Debt Settlement Agreement Il. The Company has made corresponding
provision for impairment of this transaction.

Disputes between the Company and Shanghai Sunho and National Business on Bond-pledged Repo
Transaction

On 30 April 2018, the Company submitted an application for arbitration to the Beijing Arbitration Commission (hereinafter
referred to as the “BAC”) in relation to disputes on the bond-pledged repo, requesting Shanghai Sunho Capital
Management Co., Ltd. (L/BSMEEEEGR AR (hereinafter referred to as “Shanghai Sunho”), the manager of
Jacaranda Private Securities Investment Fund (BE{EBALEBEHIEEER) (hereinafter referred to as “Jacaranda Fund”),
and National Business Holdings Group Co., Ltd. (Blgerg & E AR 2 7)) (hereinafter referred to as “National Business”),
the trustor of Jacaranda Fund, to jointly assume the repayment obligations. The BAC accepted the case on 10 May 2018
and heard the case on 27 February 2019. The second hearing of the case was held on 28 April 2019, and the Company
received the arbitral award from the BAC on 15 August 2019, which decided that Jacaranda Fund breached the contract
and shall repay the advancement to the Company and assume the liabilities for breach of contract, but the arbitration
request against Shanghai Sunho and National Business was dismissed (For the relevant information of this case, please refer
to the 2019 Interim Report of the Company). The case was closed. The Company has made corresponding provision for
impairment of this transaction.

Dispute between the Company and Huaqgiao on Real Property

On 27 June 2018, the Company filed a lawsuit with the People’s Court of Gulou District of Nanjing (hereinafter referred to as
the “Gulou Court”) against Jiangsu Huagiao Real Estate Development Co., Ltd. (L& & FE i ZE 2 AR A 7)) (hereinafter
referred to as the “Huagiao”) in relation to dispute on real property, requesting the court to confirm that the property located
on the 23rd floor of Huagiao Tower does not belong to the bankruptcy property of Huagiao in accordance with the laws,
and to order Huagiao to assist the Company in the procedure of transferring the title of the above property to the Company.
On 28 June 2018, the Gulou Court accepted the case (the value of the property concerned is approximately RMB17.50
million as confirmed by the court). The case was heard on 28 August 2018 and 9 November 2018. The Gulou Court issued
its first instance verdict in favor of the Company on 6 December 2018, which already took effect (For the relevant information
of this case, please refer to the 2018 Annual Report of the Company). On 26 August 2019, the title of the property involved
in the case was transferred to the Company and the case was closed.
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Dispute between the Company and LIU Wei on Stock-pledge Repo Transaction

Due to the breach of contract by LIU Wei when conducting the stock-pledged repo transaction with the Company, the
Company applied for the certificate of enforcement from the notary office and applied to the People’s Court of Dongcheng
District of Beijing Municipality (hereinafter referred to as the “Dongcheng Court”) for compulsory enforcement, requesting
LIU Wei to pay the outstanding principal of RMB20 million and the corresponding interests, liquidated damages, expenses
incurred for realizing the creditor’s rights and other fees. The Dongcheng Court accepted the case on 26 July 2018 (For
the relevant information of this case, please refer to the 2018 Interim Report of the Company). As of 1 March 2020, the
Company recovered all principals, interest and expenses incurred for realizing the creditor’s rights and other fees in the
project through auction of pledged shares and settlement with LIU Wei, and the case was closed.

Dispute between the Company and SONG Chunjing on Stock-pledge Repo Transaction

Due to the breach of contract by SONG Chunjing when conducting the stock-pledged repo transaction with the Company,
the Company applied for the certificate of enforcement from the notary office and applied to the First Intermediate
People’s Court of Beijing Municipality (hereinafter referred to as the “Beijing First Intermediate Court”) for compulsory
enforcement, requesting SONG Chunjing to pay the outstanding principal of RMB67 million and the corresponding interests,
liquidated damages, expenses incurred for realizing the creditor’s rights and other fees. The Beijing First Intermediate Court
accepted the case on 2 August 2018 (For the relevant information of this case, please refer to the 2018 Interim Report
of the Company). As of 1 March 2020, the Company recovered all principals, interest and expenses incurred for realizing
the creditor’s rights and other fees in the project through enforcement and settlement with SONG Chunjing. The case was
closed.

Dispute between the Company and Daole Investment on Stock-pledged Repo Transaction

Due to the breach of contract by Shanghai Daole Investment Co., Ltd. (/838243 E AR A R]) (hereinafter referred to as
the “Daole Investment’), the Company applied for the certificate of enforcement from the notary office and applied to
the Second Intermediate People’s Court of Shanghai (hereinafter referred to as the “Shanghai Second Intermediate
Court”) for specific performance, requesting Daole Investment to pay the outstanding principal of RMB92 million and
the corresponding interests, liquidated damages, expenses incurred for realizing the creditor’s rights and other fees. The
Shanghai Second Intermediate Court accepted the case on 10 August 2018. Given that there were three guarantors which
provided the joint and several liability guarantee for the above liabilities of Daole Investment, the Company filed a lawsuit
with the Third Intermediate People’s Court of Beijing Municipality (hereinafter referred to as the “Beijing Third Intermediate
Court”), requesting the aforementioned guarantors to assume the joint and several liabilities. The Beijing Third Intermediate
Court accepted the case on 30 July 2018, heard the case on 16 November 2018 and 10 December 2018, and issued the
first instance verdict in favor of the claims of the Company on 29 December 2018, which already took effect (For the relevant
information of this case, please refer to the 2018 Annual Report of the Company). The Company applied to the Intermediate
People’s Court of Nanjing (hereinafter referred to as the “Nanjing Intermediate Court”) for compulsory enforcement on 8
August 2019. The Company has made corresponding provision for impairment of this transaction.
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Dispute Between the Company and Jinxin Industrial on Stock-pledged Repo Transaction

Due to the breach of contract by Shanghai Jinxin Industrial Co., Ltd. (E/8& ¥ E X BRAF]) (hereinafter referred to as the
“Jinxin Industrial’), the Company applied for the certificate of enforcement from the notary office and applied to the Higher
People’s Court of Shanghai (hereinafter referred to as the “Shanghai Higher Court”) for specific performance, requesting
Jinxin Industrial to pay the outstanding principal of RMB394.645 million and the corresponding interests, liquidated
damages, expenses incurred for realizing the creditor’s rights and other fees. The Shanghai Higher Court accepted the
case on 31 July 2018. Given that there were three guarantors which provided the joint and several liability guarantee for
the above liabilities of Jinxin Industrial, the Company applied for arbitration to the BAC (against one guarantor) and filed a
lawsuit with the Higher People’s Court of Beijing Municipality (hereinafter referred to as the “Beijing Higher Court”) (against
two guarantors), respectively, requesting the guarantors to assume the joint and several liabilities. The BAC and the Beijing
Higher Court accepted the case on 2 August 2018 and 6 August 2018, respectively. The BAC issued the verdict in favor of
the Company on 4 January 2019 and the Company applied to the Nanjing Intermediate Court for compulsory enforcement
on 16 July 2019. The Beijing Higher Court heard the case on 16 November 2018 and 30 January 2019 (For the details of
relevant information of this case, please refer to the 2018 Annual Report of the Company). The Beijing Higher Court issued
the first instance verdict in favor of the claims of the Company on 26 June 2019. Yuan Yafei filed an appeal. The Supreme
People’s Court heard the case on 4 December 2019, and no ruling has been made so far. The Company has made
corresponding provision for impairment of this transaction.

Dispute between the Company and Pingxiang Yingshun on Stock-pledged Repo Transaction

Due to the breach of contract on stock-pledged repo transaction by Pingxiang Yingshun Enterprise Management Co.,
Ltd. (R IEREEIEGR AR (hereinafter referred to as “Pingxiang Yingshun”), the Company applied to the notary
office for issuance of a certificate of enforcement and applied to the Intermediate People’s Court of Foshan of Guangdong
Province (hereinafter referred to as the “Foshan Intermediate Court”) for specific performance, requesting Pingxiang
Yingshun to pay the outstanding principal of RMB129.405 million and the corresponding interest, liquidated damages,
expenses incurred for realizing the creditor’s rights and other fees. The Foshan Intermediate Court accepted the case on 7
August 2018. Because the share auction failed twice, the Foshan Intermediate Court issued the enforcement judgment on
14 November 2019, ruling that 23,511,019 pledged shares (stock name: Europol Intelligent Network, stock code: 002711)
shall be used to settle Pingxiang Yingshun’s debt. The shares involved in this case were transferred to the Company on 28
November 2019. Given that CHEN Lihao provided the joint and several liability guarantee for the above liabilities of Pingxiang
Yingshun, the Company filed a lawsuit with the Beijing Third Intermediate Court, requesting CHEN Lihao to assume the
joint and several guarantee liability. The Beijing Third Intermediate Court accepted the case on 30 July 2018 (For the
details of relevant information, please refer to the 2019 Third Quarterly Report of the Company), and heard the case on 12
August 2019, 5 September 2019 and 23 December 2019, respectively. The Beijing Third Intermediate Court issued the first
instance verdict in favor of the claims of the Company on 24 December 2019.
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Significant Events

Dispute Between the Company and Tianjin Pipe Plant and Tianjin Pipe Group on Two Financial Loan

Agreements in connection with the TAM managed by the Company

Due to the breach of contract by Tianjin Seamless Pipe Plant (KJ£ 4 4& 1S /) (hereinafter referred to as the “Tianjin Pipe
Plant”) as the borrower and Tianjin Pipe (Group) Corporation (K2 & £ BRD AR A 7)) (hereinafter referred to as the
“Tianjin Pipe Group”) as the guarantor, the Company filed a lawsuit with the Fourth Intermediate People’s Court of Beijing
Municipality (hereinafter referred to as the “Beijing Fourth Intermediate Court”) against the Tianjin Pipe Plant and the
Tianjin Pipe Group on 20 July 2018, requesting the Tianjin Pipe Plant to repay the principal, interest, penalty interest and
other fees totaling RMB207,926,616.36 and the Tianjin Pipe Group to assume joint and several liabilities. The Company also
applied for property preservation to the Beijing Fourth Intermediate Court. The court accepted the case and the application
for property preservation on 4 July 2018. The Beijing Fourth Intermediate Court made the first instance verdict in favor of the
claims of the Company on 18 December 2018. The defendants in the case had appealed on 3 January 2019. The Beijing
Higher Court made the final judgment, dismissing the defendants’ appeal on 17 May 2019 (For the relevant information of
this case, please refer to the 2019 Interim Report of the Company). The Company submitted the Appeal Letter Regarding
the Disposal Proposal of Tianjin Seamless Pipe Plant’s Debt Guaranteed by Tianjin Pipe (Group) Corporation to the State-
owned Assets Supervision and Administration Commission of Tianjin People’s Government in September 2019, and then
applied to the Beijing Fourth Intermediate Court for releasing the preservation measures taken against the preserved
property under the names of the respondents, Tianjin Pipe Plant and Tianjin Pipe Group. The Company also entered into
the restructuring agreement with parties including Tianjin Pipe Group, Shanghai Electric Group Co., Ltd. and Tianjin Pipe
Corporation.

Dispute between the Company and CHEN Jiang on Margin Financing and Securities Lending
Transaction

Due to the breach of contract on margin financing and securities lending transaction by CHEN Jiang, the Company
submitted an application for arbitration to the BAC, requesting CHEN Jiang to repay the financing principal and interests of
RMB18,501,775.34, and the corresponding liquidated damages, expenses incurred for realizing the creditor’s rights and
other fees of the Company, and applied for property preservation. The BAC accepted the case on 31 August 2018. On 17
September 2018, the Company seized and froze the property under CHEN Jiang’s name through the People’s Court of
West Lake District of Hangzhou City. CHEN Jiang filed an appeal on confirmation of the validity of the arbitration agreement
on 14 November 2018. The case was accepted by the Beijing Fourth Intermediate Court and was heard on 6 December
2018. The Beijing Fourth Intermediate Court made a ruling and dismissed the appeal of CHEN Jiang on 12 December 2018.
The BAC heard the case on 27 March 2019. On 31 May 2019, the BAC made an arbitral award in favor of the Company
(For the relevant information of this case, please refer to the 2019 Interim Report of the Company). In July and December
2019, both parties signed the settlement agreement. CHEN Jiang has fully performed the settlement obligations, and this
case was closed. The Company has made corresponding provision for impairment of this transaction.
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Dispute Between the Company and LU Linfang and ZHANG Qihua on Margin Financing and Securities
Lending Transaction

Due to the breach of contract on margin financing and securities lending transaction by LU Linfang, the Company submitted
an application for arbitration to the BAC, requesting LU Linfang to repay the financing principal of RMB14,051,165.40 and
the corresponding interest, liquidated damages, expenses incurred for realizing the creditor’s rights and other fees, as
well as requesting ZHANG Qihua to assume the joint and several liabilities for such debts. The Company also applied for
property preservation. The BAC accepted the case on 8 October 2018. The People’s Court of Furong District of Changsha
City (hereinafter referred to as the “Changsha Furong Court”) issued the verdict of property preservation, seized and
froze the properties under the name of LU Linfang and ZHANG Qihua on 5 November 2018. The BAC heard this case on
20 February 2019. On 5 April 2019, the BAC issued a verdict in favor of the Company. The Company has applied to the
Changsha Furong Court for compulsory enforcement (For the relevant information of this case, please refer to the 2019
Third Quarterly Report of the Company). Both parties signed the settlement agreement in September 2019, and LU Linfang
has fully performed the settlement obligations. In November 2019, the enforcement court issued the closing record and this
case was closed. The Company has made corresponding provision for impairment of this transaction.

Arbitration of Dispute on Stock Return Swap Transaction between the Company and the Gangtai Group
Due to the breach of contract on stock return swap transaction by Gangtai Group Co., Ltd. (RIZ=& BB R A 7)) (hereinafter
referred to as the “Gangtai Group”), the Company applied for the arbitration to the China International Economic and
Trade Arbitration Commission (hereinafter referred to as the “CIETAC”) on 31 August 2018, requesting Gangtai Group to
pay the transaction settlement amount of RMB14,624,409.12, liquidated damages of RMB133,161.06 and relevant fees,
and also applied for property preservation simultaneously. The CIETAC accepted the case on 24 October 2018 and heard
the case on 11 January 2019. On 12 April 2019, the Company received the arbitral award in favor of the Company from
the arbitral tribunal. On 29 May 2019, the Company applied to the Shanghai Financial Court for enforcement. On 5 July
2019, enforcement of this case was transferred to the People’s Court of Pudong New District of Shanghai (For the relevant
information of this case, please refer to the 2019 Interim Report of the Company). This case is currently under enforcement
procedure. The Company has made corresponding provision for impairment of this transaction.

Dispute between the Company and Shanghai Yunfeng Group on Bond Transaction

Due to the breach of contract on bond transaction by Shanghai Yunfeng Group Co., Ltd. (hereinafter referred to as the
“Shanghai Yunfeng Group”), the Company applied for arbitration to the CIETAC, requesting Shanghai Yunfeng Group to
pay the outstanding principal, interest and liquidated damages totaling RMB7,697,354.38 (tentatively calculated as of 15
June 2018). On 2 November 2018, CIETAC accepted this case (For the relevant information of the case, please refer to the
2018 Annual Report of the Company). The CIETAC heard the case on 6 August 2019. On 13 November 2019, the CIETAC
made an arbitral award in favor of the Company. The Company has made corresponding provision for impairment of this
transaction.
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Disputes Between the Company and Kaiyuan Securities, Xiamen Rural Commercial Asset
Management and Xiamen Rural Commercial Financial Holdings on Bond-pledged Repo Transaction
Because Kaiyuan Securities Co., Ltd. (FR#FEFRMDBRAF]) (hereinafter referred to as the “Kaiyuan Securities”) failed
to repay the principal and interest under the bond-pledge repo transaction as scheduled, totaling RMB30,012,328.77
(tentatively calculated as of 31 October 2018), the Company filed a lawsuit with the People’s Court of Chaoyang District of
Beijing Municipality (hereinafter referred to as the “Chaoyang Court”) against Kaiyuan Securities, Xiamen Rural Commercial
(Shanghai) Asset Management Co., Ltd. (ER#E(LE8)EEEEHFR AT (hereinafter referred to as “Xiamen Rural
Commercial Asset Management”), and Xiamen Rural Commercial Financial Holdings Group Co., Ltd. (JE [ Ji 7 4 il #2¢
& 4E B A FR/A ) (hereinafter referred to as “Xiamen Rural Commercial Financial Holdings”) on 7 November 2018. The
Chaoyang Court formally accepted this case on 2 January 2019 (For the relevant information of this case, please refer to the
2018 Annual Report of the Company). The Chaoyang Court heard the case on 11 November 2019 and no ruling has been
made so far.

Contract Dispute Between the Company and Julihui

Due to the breach of contract on stock-pledged repo transaction by Xiamen Julihui Investment Partnership (Limited
Partnership) (BFIBFIERE S B EBRA ) (hereinafter referred to as “Julihui?), the Company filed a lawsuit with the
Beijing Third Intermediate Court on 21 January 2019, requesting Julihui to repay a total amount of RMB100,845,833.33
for unpaid principal, interest and liquidated damages. This case was formally accepted on 22 January 2019. The case was
heard on 8 October 2019 (For the relevant information of this case, please refer to the 2019 Third Quarterly Report of the
Company). The Beijing Third Intermediate Court issued the first instance verdict in favor of the claims of the Company on 26
December 2019. The Company has made corresponding provision for impairment of this transaction.

Dispute Between the Company and Kangde Group on the Guarantee Contract

Because Shenzhen Qianhai Fengshi Yunlan Capital Management Co., Ltd. (ZYIFGLEEFHEREEGR A R) (hereinafter
referred to as the “Fengshi Yunlan”) defaulted when conducting the stock-pledged repo transaction with the Company and
Kangde Investment Group Co., Ltd. (B EEBER A F) (hereinafter referred to as the “Kangde Group”) also failed to
fulfill its guarantee obligations in a timely manner to repay the relevant debts to the Company on behalf of Fengshi Yunlan,
the Company filed a lawsuit with the Beijing Higher Court on 22 January 2019, requesting Kangde Group to assume the
joint and several liability as the guarantor and repay the amount of RMB1,418,245,278.08 owed to the Company (For the
relevant information of this case, please refer to the 2018 Annual Report of the Company). The Beijing Higher Court heard
the case on 9 December 2019 and no ruling has been made so far.

Dispute between the Company and WANG Yongmei on the Fund Contract

The Company, as fund trustee, conducted private equity fund businesses in relation to securities investment with WANG
Yongmei, as fund trustor. WANG Yongmei submitted an application for arbitration to the BAC under the belief that the
Company failed to fulfil the relevant obligations specified in the fund contract, requesting the Company to compensate for
her economic losses of RMB12.032 million. On 5 March 2019, the Company received the notification of arbitration and reply
from the BAC. On 2 August 2019, the BAC heard the case (For the relevant information of this case, please refer to the
2019 Interim Report of the Company). The Company received the arbitration award from the BAC on 11 December 2019,
dismissing all arbitration claims made by WANG Yongmei, and the case was closed.
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Dispute between the Company and Yinlong Energy on Financial Advisory Contract

Because the Yinlong Energy Co., Ltd. (hereinafter referred to as the “Yinlong Energy”) failed to pay the Company financial
advisory fees of RMB40.00 million in total. The Company applied to the BAC for arbitration of this dispute on 15 May
2019. On 27 May 2019, the BAC formally accepted the case. The BAC heard the case on 7 August 2019 (For the relevant
information of this case, please refer to the 2019 Interim Report of the Company). On 14 October 2019, the BAC made an
arbitral award in favor of the Company. On 6 November 2019, the Company applied to the First Intermediate People’s Court
of Beijing Municipality (hereinafter referred to as “Beijing First Intermediate Court”) for compulsory enforcement under the
abovementioned award and the Beijing First Intermediate Court withheld and transferred the corresponding amount from the
bank account of Yinlong Energy. The case was closed on 26 December 2019.

Dispute between the Company and HE Qiaonv and TANG Kai on Stock-pledged Repo Transaction
Due to the breach of contract on stock-pledged repo transaction by HE Qiaonv and TANG Kai, the Company filed an
application for the issuance of a certificate of enforcement with Fangyuan Notary Public Office on 26 October 2018. On 22
November 2018, Fangyuan Notary Public Office issued the certificate of enforcement in accordance with laws. On 15 May
2019, the Company submitted an application for compulsory enforcement to the Beijing Third Intermediate Court, and the
case was accepted on the same date. On 27 August 2019, the Company reached a settlement agreement with HE Qiaonv
and TANG Kai (For the relevant information of this case, please refer to the 2019 Third Quarterly Report of the Company).
On 26 September 2019, the Company received the first settlement payment from HE Qiaonv. The Company has made
corresponding provision for impairment of this transaction.

Dispute between the Company and Zhongrong Group

As Zhongyin Cashmere International Group Co., Ltd. (hereinafter referred to as “Zhongrong Group”) breached its
undertakings, the Company filed a lawsuit with the Intermediate People’s Court of Shenzhen (hereinafter referred to as
the “Shenzhen Intermediate Court”) on 26 June 2019, requesting the court to confirm the Company’s ownership of
the shares and relevant interests in the partnership held under the name of Zhongrong Group and to order Zhongrong
Group to transfer such shares and interests to the Company, or if it fails to do so, to compensate the Company’s loss
of RMB110,962,689.95 in total. The Shenzhen Intermediate Court accepted the case on 26 June 2019 (For the relevant
information of this case, please refer to the 2019 Interim Report of the Company). On 20 December 2019, the Shenzhen
Intermediate Court made a ruling that the case should be transferred to the Intermediate People’s Court of Yinchuan of
Ningxia Hui Autonomous Region.

Dispute between the Company and CMI on Target Issuance Agreement

Due to the breach of Target Issuance Agreement by China Minsheng Investment Co., Ltd. (hereinafter referred to as “CMI”),
the Company submitted an application for arbitration to the CIETAC on behalf of the asset management plan under its
management, requesting CMI to repay the bond principal of RMB495,497,382.20 and the corresponding interest, liquidated
damages and other fees. The case was accepted on 27 August 2019 (For the relevant information of this case, please refer
to the 2019 Third Quarterly Report of the Company). On 4 December 2019, the CMIG filed a lawsuit with the Beijing Fourth
Intermediate Court for invalidation of the arbitration clause. On 24 December 2019, the court made a final ruling, rejecting
the application of CMI. The date of the arbitration hearing is still pending.
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Dispute between the Company and CHEN Zhu on the Guarantee Contract

In 2017, the Company entered into the Stock-pledged Repo Transaction Business Agreement (hereinafter referred to as
the “Business Agreement”) and two Transaction Agreements with GAO Yugen and ZHA Chuanhe, pursuant to which,
GAO Yugen pledged part of the senior management locked-in shares held by him in Suzhou Victory Precision Manufacture
Co., Ltd. (stock code: 002426) to the Company for conducting the stock-pledged repo transaction with the Company. On
27 August 2018, CHEN Zhu entered into the Guarantee Contract with the Company, assuming joint and several guarantee
liabilities for GAO Yugen and ZHA Chuanhe’s debts under the abovementioned contracts up to RMB200 million. The
foregoing two transactions expired in April 2018. Because GAO Yugen and ZHA Chuanhe failed to fulfill the obligation of
repurchase and CHEN Zhu failed to assume the guarantee liabilities, both of which constitute a breach of contract, the
Company filed a lawsuit with the Beijing Third Intermediate Court, requesting CHEN Zhu to assume the guarantee liabilities
and repay the debts of RMB200 million owed to the Company by GAO Yugen and ZHA Chuanhe on their behalf. The case
was formally accepted on 25 September 2019. The Beijing Third Intermediate Court heard the case on 17 December 2019
and 30 December 2019, respectively, but has not made any judgement so far. The Company has made corresponding
provision for impairment of this transaction.

Dispute on Compensation for Equity Transfer between GoldStone Investment and QIU Xiaojie

Due to dispute on compensation for equity transfer, GoldStone Investment applied for arbitration to the BAC, requesting
QIU Xiaojie and Hubei Jiezhixing Clothing and Accessories Company Limited (hereinafter referred to as the “Jiezhixing”)
to pay the relevant compensation for equity transfer of RMB197,256,266 and preservation fees on a joint and several
basis. The BAC accepted the case on 23 May 2018. The case was heard on 10 December 2018. On 12 March 2019, both
parties reached a settlement chaired by the BAC and signed the Mediation Order that QIU Xiaojie will pay the investment
cost balance of RMB20 million and expected investment income of RMB41 million to GoldStone Investment, along with the
arbitration fee, preservation fees and lawyer fee of this case (For the relevant information of this case, please refer to the
2019 First Quarterly Report of the Company). As at the end of the Reporting Period, QIU Xiaojie had paid the investment
cost balance of RMB20 million to GoldStone Investment. GoldStone Investment has made corresponding provision for
impairment of this transaction.

Contract Dispute between GoldStone Investment and CUPC

Under the belief that the transfer price is lower than the actual value of the target equity, GoldStone Investment submitted an
application for arbitration to the BAC on 22 March 2019, requesting China Urban-townization Promotion Council (hereinafter
referred to as “CUPC”) to pay the price difference of RMB18,642,447.16 between the transfer price and the actual value
of the equities. On 22 March 2019, the BAC accepted the case. The BAC heard the case on 14 August 2019 (For the
relevant information of this case, please refer to the 2019 Third Quarterly Report of the Company). On 22 November 2019,
GoldStone Investment submitted an application for withdrawal of the case and received the BAC’s decision to withdraw the
case on 28 November 2019. This case was closed.

Dispute among GoldStone Haorui, DI Shumei and TONG Ruifeng on the Capital Increase Agreement
Due to the breach of capital increase agreement by DI Shumei and TONG Ruifeng, Qingdao GoldStone Haorui Investment
Company Limited (a subsidiary of GoldStone Investment, hereinafter referred to as “GoldStone Haorui”) submitted an
application for arbitration to the BAC on 20 March 2019, requesting DI Shumei and TONG Ruifeng to pay a total amount
of RMB41,471,112.05 for performance compensation, interest and necessary expenses. On 26 March 2019, the BAC
accepted the case and heard the case on 18 July 2019 (For the relevant information of this case, please refer to the 2019
Third Quarterly Report of the Company). On 9 December 2019, the BAC made an arbitral award in favor of the Company.
GoldStone Haorui has made corresponding provision for impairment of this transaction.
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Dispute between GoldStone Haorui and Zhuhai Henggu and WEI Yincang on Capital Increase Agreement
Due to the breach of capital increase agreement by Zhuhai Henggu Investment Co., Ltd. (FRBEHRREGRRAR)
(hereinafter referred to as “Zhuhai Henggu”) and WEI Yincang, GoldStone Haorui filed an application for arbitration with
Shenzhen Arbitration Commission (hereinafter referred to as the “SAC”) on 24 April 2019, requesting repurchase obligors,
namely Zhuhai Henggu and WEI Yincang, to pay the consideration for equity repurchase. The SAC accepted the case on 5
June 2019 and heard the case on 8 September 2019 (For relevant information of this case, please refer to the 2019 Third
Quarterly Report of the Company). On 15 December 2019, the SAC made an arbitral award in favor of the Company’s
arbitral requests.

Dispute among GoldStone Haorui and Sanxia GoldStone Fund, and ZHANG Yonggang and LI
Jiangiong on Capital Increase Agreement

Due to the breach of contract by ZHANG Yonggang and LI Jiangiong, each of GoldStone Haorui and Sanxia GoldStone
(Wuhan) Equity Investment Fund Partnership (Limited Partnership) (Z&AEVE)ZEREESAEDEEREE)
(hereinafter referred to as “Sanxia GoldStone Fund”) submitted an application for arbitration with the CIETAC, requesting
ZHANG Yonggang and LI Jiangiong to purchase the 3.89% equity interest in Sichuan Gangyi Technology Group Co.,
Ltd. (PR EE B R AR (hereinafter referred to as “Gangyi Group”) held by GoldStone Haorui (at an aggregate
consideration of RMB37,684,932 as of 4 March 2019) and the 3.90% equity interest in Gangyi Group held by Sanxia
GoldStone Fund (at an aggregate consideration of RMB37,684,932 as of 4 March 2019), respectively, and to pay the
lawyer’s fee and arbitration fee, etc. The CIETAC accepted the two cases on 12 April 2019 respectively and heard the cases
on 10 October 2019 (For relevant information of this case, please refer to the 2019 Third Quarterly Report of the Company).
On 1 December 2019, the CIETAC made arbitral awards for the two cases in favor of the Company respectively. Later,
the Company applied to Intermediate People’s Court of Chengdu for compulsory enforcement, which were accepted on 8
January 2020 and 9 January 2020, respectively. GoldStone Haorui has made corresponding provision for impairment of this
transaction.

Dispute between Jindingxin Microfinance and Qingxinda

On 11 January 2016, Jindingxin Microfinance, a subsidiary of CITIC Securities (Shandong), filed a lawsuit against the
borrower, Qingdao Qingxinda Trading Company Limited (hereinafter referred to as the “Qingxinda”), as well as the joint
liability guarantors (Shandong Boxing Changhong Steel Plat. Co., Ltd., WANG Yongging, WANG Wei, WANG Qiang and
WANG Zhong) in relation to the default on a loan agreement for recovery of approximately RMB14,160,200 from Qingxinda.
The People’s Court of Shinan District of Qingdao (hereinafter referred to as the “Shinan Court”) accepted the case on the
same day. Shinan Court heard the case on 21 February 2017 and made a judgement in favor of Jindingxin Microfinance
on 2 June 2017. Jindingxin Microfinance applied to Shinan Court for compulsory enforcement on 11 October 2017 and
submitted an auction application letter to Shinan Court on 21 November 2017. Shinan Court initiated the first auction at
sf.taobao.com on 5 August 2019 with an initial bidding price of RMB20,922,440, and the second auction on 4 November
2019 with an initial bidding price of RMB16,737,952 (For the relevant information of this case, please refer to the 2019 Third
Quarterly Report of the Company), however, both auctions failed. Jindingxin Microfinance has decreased the “Five-Level
Classification” of Qingxinda to “subordinated” and has made full provision for impairment.
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Significant Events

Punishment and Rectifications of Listed Companies and its Directors, Supervisors, Senior
Management and the Largest Shareholder

The Company and certain outlets were subject to the following administrative supervision and
management measures taken by the regulatory authorities during the Reporting Period:

Some employees of the Shanghai World Financial Centre Securities Outlet sold financial products that were not issued by or
sold on behalf of the issuer by the Company without proper authorization from October 2015 to March 2017, which violated
relevant external regulatory provisions. On 2 April 2019, the Shanghai Regulatory Bureau of the CSRC issued the Decision
on Taking Regulatory Measure of Issuing a Warning Letter to the Shanghai World Financial Centre Securities Outlet of CITIC
Securites Company Limited ( (BEREFEHFRMHER QG LERKESRBF UESHE ETHNDAE RHEEEBR
7€) ) (Decision on Administrative Regulatory Measures taken by the Shanghai Regulatory Bureau of the CSRC [2019] No.
20) (PEIZE S HBEE BITHE B R T E[2019]29%F) to the Shanghai World Financial Centre Securities Outlet of the
Company. The Company immediately conducted self-inspection and took measures to eliminate potential risks. Meanwhile,
the Company strengthened the management of agency sales business of financial products, compliance trainings to
employees, compliance monitoring and investor education. Up till now, the matter has been rectified.

On 16 July 2019, the CSRC announced and issued the Decision on Taking Regulatory Measure of Issuing a Warning Letter
to CITIC Securities Company Limited ( {BIR ¥ R {EiEHFR M AR A FIFRIE AERKEEREERIRE) ) to the Company,
and issued the Decision on Taking Regulatory Measure of Issuing a Warning Letter to ZHU Yexin and Sun Shou’an ( 7
REREE « BTLERIE EERHEERMEARAE) ) to ZHU Yexin and SUN Shou’an, being sponsor representatives
of the Company. It was decided in the aforementioned regulatory letters that in the process of sponsoring the application
by Shanghai Friendess Electronic Technology Co., Ltd. for the initial public offering and listing on the STAR Market, the
Company and its sponsor representatives, ZHU Yexin and SUN Shou’an, deleted part of the contents from the registration
draft of the prospectus without approval. In addition, the dates signed on the registration drafts of the prospectus and the
Letter of Implementation of Feedback submitted were not consistent with the actual execution dates. After receiving the
aforementioned regulatory letters, the Company attached great importance thereto, and promptly rectified the problem
existing in the internal control system of the Company according to the requirements of the CSRC, further strengthened
the internal control, and urged the project teams to diligently conduct business, prudently make judgements and decisions,
improve the quality of practice and risk awareness and avoid the recurrence of such incidents.

On 13 November 2019, the Guangdong Regulatory Bureau of the CSRC issued a Decision on Ordering Guangzhou Panyu
Wanda Plaza Securities Outlet of CITIC Securities Company Limited to Take Rectification Measures ( R FR{Z7E H M5
BRAGENEBEEESESHEEIHNMESKERIERIRE) ), according to which, administrative regulatory measures
of ordering Guangzhou Panyu Wanda Plaza Securities Outlet of CITIC Securities Company Limited to take rectification
measures was adopted. It was decided in the aforementioned regulatory letter that during the period from 29 July 2019
to 24 October 2019, WANG Suihong performed the duties of the head of the outlet, but the outlet failed to report it in a
timely manner as required. After receiving the aforementioned regulatory letter, the Company attached great importance
to, and promptly held relevant employees accountable according to the requirements of the CSRC, implemented effective
rectification measures and reported such rectifications measures in writing to avoid the recurrence of such incidents.
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In February and May 2016, CLSA Limited on behalf of its institutional clients and CITIC Securities Brokerage (HK) on behalf
of Beijing Enterprises Holdings Limited (“Beijing Enterprises”) carried out trades on the Hong Kong Stock Exchange as
on-market trades, which allowed Beijing Enterprises to buy back more than 18 million of its shares. The transaction price,
size, timing and the manner in which the trades were executed were pre-arranged and pre-agreed by CLSA Limited and
CITIC Securities Brokerage (HK), while these trades were in substance off-market share buy-backs. Pursuant to Rules 1 and
2 of the Code on Share Buy-backs, the aforementioned trades should have obtained approvals from Executive Directors
of the Corporate Finance Division of the SFC or its authorized person and Beijing Enterprises’ independent shareholders.
On 30 December 2019, SFC publicly censures CLSA Limited and Andrew James Walters as Head of Block Trading of
CLSA Limited, Stuart Richard Wilson as Head of Equity Syndicate of CLSA Limited, CITIC Securities Brokerage (HK)
and Ka Yip Eddy Lau and King Yuen Lau as responsible officers of CITIC Securities Brokerage (HK), and Stephanie Li as
Managing Director-High Networth Brokerage of CITIC Securities Brokerage (HK). SFC determined that in effecting the pre-
arranged trades, the conduct of CLSA Limited, CITIC Securities Brokerage (HK) and their licensed persons fell short of the
standards expected of them under the Codes on Takeovers and Mergers and Share Buy-backs, and shareholders of Beijing
Enterprises were deprived of the opportunity to vote on an important corporate action. After discovering this risk event,
CLSA Limited and CITIC Securities Brokerage (HK) actively cooperated with such regulatory inspections, engaged external
law firms to conduct assessments, promptly adopted rectification measures and held relevant employees accountable for
this event; the Company followed up to find out the causes of the risk events, and actively urged offshore subsidiaries to
make rectifications, further strengthened management of offshore subsidiaries to avoid the recurrence of such incidents.

During the Reporting Period, none of the Directors, Supervisors, Senior Management or the largest Shareholder
of the Company was subject to investigations by competent authorities or enforcement actions by judiciary
authorities or disciplinary departments; was brought before relevant judiciary authorities or prosecuted for
criminal liabilities, or subject to investigations or administrative punishments by the CSRC, or prohibitions from
entering into the securities markets or was identified as an inappropriate person for the posts held, or was
subject to significant administrative punishment by other administrative authorities or was publicly censured by
any stock exchange.

Credibility of the Largest Shareholder of the Company during the Reporting Period

During the Reporting Period, neither the Company nor its largest Shareholder had unperformed enforceable court judgments
or unpaid debts with larger sum at maturity.
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Material Related Party Transactions/Non-exempt Connected Transactions

Related party transactions in relation to day-to-day operation/non-exempt continuing connected
transactions

Progress of matters which had been disclosed in interim announcements

Day-to-day related party transactions under the SSE Listing Rules/continuing connected transactions under the
Hong Kong Listing Rules

Background

The Group conducted its related party/connected transactions in strict compliance with the listing rules of the place
where the Shares of the Company are listed, the Management Measures on Information Disclosure of the Company and
the Administrative Measures on Related Party Transactions of the Company. The related party/connected transactions
of the Group are conducted in accordance with the principles of impartiality, openness and fairness and the agreements
of the related party/connected transaction are entered into based on the principles of equality, free will, equal price with
consideration and at market price.

The day-to-day related party/continuing connected transactions of the Group are mainly conducted with CITIC Group,
its subsidiaries and associates. As CITIC Group indirectly holds 16.50% equity interest in the Company, CITIC Group,
its subsidiaries and associates are related party/connected persons of the Company according to the SSE Listing Rules
and the Hong Kong Listing Rules. CITIC Group engages in a wide range of businesses and has plenty of subsidiaries.
The Group, as a participant in the financial market, would inevitably transact with China CITIC Bank, CITIC Trust, CITIC
Prudential Life Insurance Co., Ltd., each a subsidiary of CITIC Group and with companies that have strong market
influences, and jointly provide domestic and overseas and comprehensive financial services to clients. On the one hand,
this is favorable for the expansion of the Group’s scope of services and enhancement of its service level; on the other
hand, it also brings business opportunities to the Group. Therefore, conducting relevant businesses between the Group
and its related party/connected persons will be favorable to promote the business growth, and increase investment returns.
Relevant related party/connected transactions are in line with the Group’s business and thus favorable to the long term-
development of the business.

According to the relevant requirements, and based on the analysis of the types and contents and different nature of existing
and possible ongoing related party/connected transactions between the Group and CITIC Group and its subsidiaries
and associates, the Group classified such transactions into three major categories, namely securities and financial
products transactions and services, property leasing and miscellaneous services. At the time when the Company’s H
Shares were listed, the Company and CITIC Group entered into the Securities and Financial Products Transactions and
Services Framework Agreement upon the approval by the 2011 Third Extraordinary General Meeting of the Company;
entered into the Miscellaneous Services Framework Agreement and the Property Leasing Framework Agreement upon the
approval of the Board, pursuant to which the parties agreed on the contents of the day-to-day related party/continuing
connected transactions thereunder from 2011 to 2013 and set the respective annual caps for the transaction amounts.
On 31 December 2013, the Company and CITIC Group renewed the Securities and Financial Products Transactions and
Services Framework Agreement upon the approval by the 2013 Third Extraordinary General Meeting of the Company; and
renewed the Miscellaneous Services Framework Agreement and entered into the Supplemental Agreement | to the Property
Leasing Framework Agreement with CITIC Group upon the approval by the Board, pursuant to which the parties agreed
on the contents of the day-to-day related party/continuing connected transactions thereunder from 2014 to 2016 and
set respective annual caps for the transaction amounts. On 14 February 2017, the Company renewed the Securities and
Financial Products Transactions and Services Framework Agreement with CITIC Group upon the approval by the 2017 First
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Extraordinary General Meeting of the Company (which was convened on 19 January 2017); and renewed the Miscellaneous
Services Framework Agreement and entered into Supplemental Agreement Il to the Property Leasing Framework Agreement
with CITIC Group upon the approval by the Board, pursuant to which the parties agreed on the contents of the day-to-
day related party/continuing connected transactions thereunder from 2017 to 2019 and set respective annual caps for the
transaction amount.

During the Reporting Period, all of the above related party transactions in relation to day-to-day operation/continuing
connected transactions were conducted pursuant to the relevant framework agreements entered into between the Company
and CITIC Group and in strict compliance with the pricing principles of relevant transactions. The transaction amount and
the transaction content did not exceed the scope of such agreements. Details were as follows:

Securities and Financial Products Transactions and Services Framework Agreement

Pursuant to the agreement as renewed in 2017, the Group and CITIC Group and its subsidiaries and associates conduct
various securities and financial products transactions and provide mutual securities and financial services during the ordinary
course of business. Both the Company and CITIC Group agreed that: O securities and financial products transactions:
for transactions of securities and financial products through exchanges, such transactions shall be conducted at the
prevailing market prices or market rates applicable to such type of securities and financial products; for transactions over the
counter and other transactions of securities and financial products, such transactions shall be conducted at the prevailing
market prices or market rates applicable to such type of securities and financial products or shall be conducted by mutual
agreement; in the absence of prevailing market price or market rate applicable to such type of securities and financial
products, the price or rate of such transaction shall be determined by the mutual agreement pursuant to the principle of
fair market trade. Interest rates of interbank loans and repurchase agreements shall be conducted at the prevailing market
interest rates and prices applicable to independent counterparties of such type of transactions or determined by mutual
agreement. @ securities and financial services: interest rates on deposits shall not be lower than the interest rates on
deposits published by the People’s Bank of China for the commercial banks for the corresponding period and shall not
be lower than the interest rates on deposits of those banks offered to other clients by CITIC Group and its subsidiaries for
the same type of deposits as well. Commissions or service fees charged by CITIC Group: shall be determined by mutual
agreement with reference to the prevailing market rates and in accordance with the requirements of the applicable and
relevant laws and regulations, provided that they do not exceed the standard commission or service fee charged by CITIC
Group for the same type of service provided to an independent third party. Brokerage fees, commissions or service fees
charged by the Company shall be determined by mutual agreement with reference to the prevailing market rates and in
accordance with the requirements of the applicable and relevant laws and regulations, provided that they do not exceed the
standard commission or service fee charged by the Company for the same type of service provided to an independent third
party. The agreement is for a term of three years, commencing from 1 January 2017 and ending on 31 December 2019,
subject to renewal.
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The Hong Kong Stock Exchange has approved: in respect of the securities and financial services, for deposits of the

Group’s own funds and deposits deposited with banking subsidiaries of the CITIC Group in the PRC and Hong Kong, the

Group was waived from setting up the maximum daily balance of such deposits.

For the year of 2019, O the annual actual amount for the year of day-to-day related party/continuing connected

transactions in relation to the securities and financial products transactions; @ the maximum daily balance in 2019 of

repurchase agreements and loans to inter-financial institutions and reverse repurchase agreements; and @ the annual caps

and actual transaction amount for the day to-day related party/continuing connected transactions in relation to the securities

and financial services, between the Group and the CITIC Group and its subsidiaries and associates, were as follows:

In RMB ten thousand

Actual
transaction

Percentage
of the total
amount

of similar

Annual cap amount for transactions
for 2019 2019 (%)
1. Securities and financial products transactions
Net cash inflow derived from securities and
financial products transactions (net of the
amount of inter-financial institutions borrowings
and repurchase agreements) 18,000,000 1,593,432 —
Net cash outflow incurred for securities and
financial products transactions (net of the
amount of reverse repurchase agreements) 16,000,000 4,267,080 —
2. Amount of inter-financial institutions borrowings Not applicable No© 40,670,000 —
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Maximum daily

Actual
highest
balance in a

Percentage of
the total
amount

of similar

balance for single day in transactions
2019 2019 (%)
3. Repurchases and loans
Maximum daily balance (including interests)
of repurchase agreements 2,500,000 191,000 —
Maximum daily balance (including interests)
of loans to inter-financial institutions and
reverse repurchase agreements 500,000 — —
Percentage
Actual of operating
transaction revenue/
Annual cap amount for expenses
for 2019 2019 (%)
4. Securities and financial services
Income derived from securities and financial services 250,000 88,866 2.06
Expenses incurred for securities and financial services 74,000 13,661 0.52

Note: The inter-financial institutions borrowings provided to the Company from CITIC Group and its associates bear interests at the prevailing interest rates
pursuant to normal commercial terms in the interbank market and are not collateralized by the Company. Such inter-financial institutions borrowings are

exempted continuing connected transactions under Rule 14A.90 of the Hong Kong Listing Rules and therefore no cap was set.

Miscellaneous Services Framework Agreement

Pursuant to the agreement renewed in 2017, the Company and CITIC Group both agreed to determine the price of relevant
services by fair and mutual agreement under conditions no less favorable than such services received from or provided to
independent third parties in compliance with the relevant laws and regulations and under normal commercial terms. The
agreement is for a term of three years, commencing from 1 January 2017 and ending on 31 December 2019, subject to

renewal.
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For the year of 2019, the annual caps and actual transaction amount of the day-to-day related party/continuing connected
transactions under the Miscellaneous Services Framework Agreement between the Group and CITIC Group and its
subsidiaries and associates were as follows:

In RMB ten thousand

Percentage

Actual of operating

transaction revenue/

Annual cap amount for expenses

Miscellaneous services for 2019 2019 (%)
Income derived from miscellaneous services 800 456 0.01
Expenses incurred for miscellaneous services 46,000 7,811 0.30

Property Leasing Framework Agreement and supplemental agreement

Pursuant to the Property Leasing Framework Agreement signed by the Company and CITIC Group, the Company and CITIC
Group both agreed to determine the rentals for the leased properties according to the relevant laws and regulations and
the local fair market value as confirmed by qualified independent property valuer. The Company signed the Supplemental
Agreement |l to the Property Leasing Framework Agreement with CITIC Group on 14 February 2017 to set the annual caps
for the related party transactions in relation to day-to-day operation/continuing connected transactions of the Group under
the Property Leasing Framework Agreement for the years from 2017 to 2019. The Property Leasing Framework Agreement
is for a term of ten years, from the date of being signed by the parties (23 September 2011), subject to renewal.

For the year of 2019, the annual rental caps and the actual rental amount under the Property Leasing Framework Agreement
between the Group and CITIC Group and its subsidiaries and associates were as follows:

In RMB ten thousand

Percentage of

Actual operating

transaction revenue/

Annual cap amount for expenses

Property leasing fees for 2019 2019 (%)
Income derived from property leasing 5,500 3,012 0.07
Expenses incurred for property leasing 9,000 5,313 —
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The auditors engaged by the Company have reviewed the above-mentioned related party transactions in relation to day-to-
day operation/continuing connected transactions and issued a letter to the Board stating that:

° nothing has come to its attention that may cause it to believe that such disclosed related party transactions in relation
to day-to-day operation/continuing connected transactions have not been approved by the Board;

° if the transactions involve the provision of goods or services by the Group, nothing has come to its attention that may
cause it to believe that these transactions were not, in all material respects, in accordance with the pricing policy of the
Group;

° nothing has come to its attention that may cause it to believe that these transactions were not entered into, in all
material respects, in accordance with the relevant agreements governing these transactions; and

° with respect to the total amounts for each of such continuing connected transactions specified in the appendix of the
day-to-day related party/continuing connected transactions letter, nothing has come to its attention that may cause
it to believe such disclosed day-to-day related party/continuing connected transactions have exceeded the annual
transaction caps set by the Company.

Renewal of day-to-day related party/continuing connected transactions

On 31 December 2019, the Company further renewed the Securities and Financial Products Transactions and Services
Framework Agreement with CITIC Group after being approved by the 2019 Second Extraordinary General Meeting of the
Company, and further renewed the Miscellaneous Services Framework Agreement and entered into the Supplemental
Agreement Il to the Property Leasing Framework Agreement with CITIC Group after being approved by the Board,
pursuant to which the parties agreed on matters relating to the day-to-day related party/continuing connected transactions
thereunder from 2020 to 2022 and set respective annual caps for the transaction amount. Each of the further renewed
Securities and Financial Products Transactions and Services Framework Agreement and the Miscellaneous Services
Framework Agreement has a term of three years, commencing from 1 January 2020 and ending on 31 December 2022.
The term of Supplemental Agreement lll to the Property Leasing Framework Agreement is from 1 January 2020 to 22
September 2021.

The Hong Kong Stock Exchange has granted a waiver to the Company from setting up the maximum daily balance of the
deposits (including the Group’s proprietary funds and customers’ funds) placed with the banking subsidiaries of CITIC
Group in the PRC and Hong Kong for the three financial years ending on 31 December 2022.

For details of the further renewed Securities and Financial Products Transactions and Services Framework Agreement, the
Miscellaneous Services Framework Agreement, Supplemental Agreement Ill to the Property Leasing Framework Agreement,
and the waiver granted to the Company by the Hong Kong Stock Exchange, please refer to the announcement on renewal
of continuing connected transactions dated 13 November 2019 and the Circular for the 2019 Second Extraordinary General
Meeting dated 15 November 2019 of the Company.
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Other related party transactions under the SSE Listing Rules in relation to day-to-day operation

According to the SSE Listing Rules, in addition to CITIC Group and its subsidiaries and associates, related parties of the
Company also include the companies in which the Directors, Supervisors or members of the Senior Management hold
positions as directors or the senior management, but they are not defined as connected persons under the Hong Kong
Listing Rules. Related party transactions between the Company and such parties are conducted in compliance with the
relevant requirements under the SSE Listing Rules, and will not constitute connected transactions under the Hong Kong
Listing Rules. During the Reporting Period, these related party transactions had been carried out in accordance with the
Resolution on Estimation of Related Party/Continuing Connected Transactions Contemplated in the Ordinary Course
of Business of the Company in 2019, which was considered and approved at the 2018 Annual General Meeting of the
Company.

In RMB ten thousand

Percentage
Estimated Actual of operating
Class of related transaction transaction revenue/ Impact on
party amount for amount for expenses  profit of the
Related party transactions 2019 2019 (%) Company
E-Capital Transfer Co., Ltd. Expense 500 203.73 less than 0.01 -203.73

Related party/connected transactions with companies holding more than 10% equity interest in significant
subsidiaries of the Company

During the Reporting Period, the following related party/connected transactions were carried out pursuant to the Resolution
on Estimation of Related Party/Continuing Connected Transactions Contemplated in the Ordinary Course of Business of the
Company in 2019, which was considered and approved at the 2018 Annual General Meeting of the Company. Details were
as follows:

In RMB ten thousand

Percentage

Estimated Actual of operating
Type of related transaction transaction revenue/ Impact on
party/connected amount for amount for expenses  profit of the
Related party transactions 2019 2019 (%) Company
POWER CORPORATION Income 800 210.75 less than 0.01 210.75

OF CANADA

MACKENZIE FINANCIAL Income 500 55.10 less than 0.01 55.10
CORPORATION Expense 500 35.95 less than 0.01 -35.95
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Other related party/connected transactions

Bareboat Charter Contract entered into between CITIC Global Trade and Shanghai CITIC Shipping Corporation Limited
Pursuant to the Bareboat Charter Contract entered into between CITIC Global Trade, a subsidiary of CITIC Futures, and
Shanghai CITIC Shipping Corporation Limited, the rental income of the Company in 2019 amounted to RMB12.6610
million. For details of the approval of this related party/connected transaction, please refer to the 2014 Annual Report of the
Company.

Related party transactions in relation to acquisition or disposal of assets or equity interest

Acquisition of 100% equity interest in Guangzhou Securities by issuance of Shares

The 34th Meeting of the Sixth Session of the Board (held on 9 January 2019), the 37th Meeting of the Sixth Session of the
Board (held on 4 March 2019) and the 2019 First Extraordinary General Meeting (held on 27 May 2019) considered and
approved the relevant resolutions in relation to the acquisition of 100% equity interest in Guangzhou Securities by issuance
of Shares (hereinafter referred to as the “Transaction”), successively. According to the Proposal of the Transaction, the
Company intends to acquire 100% equity interest in Guangzhou Securities (the “Target Assets”) by issuance of Shares
to Yuexiu Financial Holdings and its wholly-owned subsidiary, Financial Holdings Limited, among which the Company will
acquire 32.765% equity interest in Guangzhou Securities held by Yuexiu Financial Holdings, and will acquire 67.235%
equity interest in Guangzhou Securities held by Financial Holdings Limited. On the date of transfer of the Target Assets,
0.1% equity interest in Guangzhou Securities held by Yuexiu Financial Holdings will be transferred to and registered under
the name of CITIC Securities Investment, a wholly-owned subsidiary of the Company, and the rest 99.9% equity interest in
Guangzhou Securities held by Yuexiu Financial Holdings and Financial Holdings Limited will be transferred to and registered
under the name of the Company. On 4 March 2019, the Company, CITIC Securities Investment, Yuexiu Financial Holdings
and Financial Holdings Limited signed the Agreement on Asset Acquisition by Issuance of Shares (the “Asset Acquisition
Agreement”), and the Company, Yuexiu Financial Holdings, Target Company signed the Asset Security Agreement on the
same date (the Asset Acquisition Agreement and the Asset Security Agreement, collectively referred to as the “Transaction
Agreement”), which specified the matters relevant to the Transaction. On 30 October 2019, the acquisition of assets by
issuance of Shares and related party transactions of the Company was reviewed by the Listed Companies Merger and
Reorganization Vetting Committee of the CSRC at the 2019 53rd Working Meeting of the Committee and unconditionally
approved. On 26 December 2019, the Company received the Approval of the Acquisition of Assets by CITIC Securities
Company Limited Through Issuance of Shares to Guangzhou Yuexiu Financial Holdings Group Co., Ltd. and Other
Companies issued by the CSRC. Guangzhou Securities completed the transfer of 99.03% equity interest in Guangzhou
Futures Co., Ltd. and 24.01% equity interest in Golden Eagle Fund Management Co., Ltd. held by it in January 2020. The
transfer of the Target Assets of the Transaction and the registration of the changes with relevant industrial and commercial
administration authorities were completed in January 2020. The Company currently holds 100% equity interest in
Guangzhou Securities, and the name of Guangzhou Securities has been changed to CITIC Securities South China Company
Limited. On 6 March 2020, the Company, CITIC Securities Investment, CITIC Securities South China, Yuexiu Financial
Holdings and Financial Holdings Limited entered into the Supplemental Agreement on the Acquisition of Assets by Issuance
of Shares (the “Supplemental Agreement”). The Supplemental Agreement sets out supplementary provisions in respect of
relevant matters after completion of the transfer of the Target Assets under the Transaction, including the scope and amount
of security to be provided by Yuexiu Financial Holdings or Financial Holdings Limited and specific treatment and security
mechanism in relation to the assets of the Target Company, as well as the liabilities for breach. According to the provisions
of the Transaction Agreement and the Supplemental Agreement, Yuexiu Financial Holdings and Financial Holdings Limited
shall pay approximately RMB1,394 million in cash to Target Company as compensation. On 11 March 2020, the Company
issued 265,352,996 Shares and 544,514,633 Shares to Yuexiu Financial Holdings and Financial Holdings Limited,
respectively, for acquisition of 100% equity interest in Guangzhou Securities, and thus, the Company’s registered capital
will be changed from RMB12,116,908,400 to RMB12,926,776,029. The Company still needs to go through procedures
regarding the amendments to the Articles of Association as well as relevant filing procedures for such change of registered
capital to take effect.
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Related party credits and debts

In RMB Yuan
Provision of funds to the related party Provision of funds by the related party
Related party Opening Amount Ending Opening Amount Ending
Related party relationship balance incurred balance balance incurred balance
Subsidiaries of CITIC Shareholder’s 549,681,587.56 -463,969,278.08 85,712,309.48 21,850,909.12  -3,657,414.05 18,193,495.07
Group Corporation subsidiary
Total 549,681,587.56 -463,969,278.08 85,712,309.48 21,850,909.12 -3,657,414.05 18,193,495.07
Causes of the related party credits mainly include payables to the above related parties in connection with fund sales agency services and
and debts receivables from/payables to the above related parties in respect of deposits and margins
Impact of the related party credits No adverse effect

and debts on the Company

Capital movement Between the Company and the related parties

In accordance with the Notice of the CSRC on the Regulation of Several Issues Concerning the Capital Movement between
Listed Companies and their Related Parties and the External Guarantees Provided by Listed Companies (Zheng Jian Fa
[2003] No. 56) and the Notice on Strengthening Information Disclosure Concerning Appropriation of Funds and Unlawful
Provision of Guarantees by Listed Companies of Shenzhen Securities Regulatory Bureau (Shen Zheng Ju Fa Zi [2004] No.
338), PricewaterhouseCoopers Zhong Tian LLP issued the Special Statement Regarding the Appropriation of Funds of CITIC
Securities Company Limited by Its Largest Shareholder and Other Related Parties (PricewaterhouseCoopers Zhong Tian Te
Shen Zi (2020) No. 0572), stating that there was no appropriation of funds by the largest Shareholder or other related parties
of the Company in 2019.

Guarantees provided by related/connected parties to the Company

In 2006, the Company issued RMB-denominated corporate bonds in an amount of RMB1,500 million for a term of 15
years, which are guaranteed by CITIC Group. The guarantee was inherited by CITIC Corporation Limited according to
the reorganization agreement of CITIC Group. As at the end of the Reporting Period, the guarantee provided by CITIC
Corporation Limited to the Company amounted to a total of RMB1,500 million.
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Opinions of independent Directors

The aforesaid related party/connected transactions were conducted at market prices based on pricing principles that are
reasonable and fair. Such transactions are not prejudicial to the interests of the non-related/connected Shareholders and do
not have any adverse effect on the independence of the Company.

The independent non-executive Directors have confirmed to the Board that they have reviewed the above-mentioned non-
exempt continuing related party/connected transactions and considered that the transactions were:

° conducted in the ordinary course of business of the Group;

° on normal commercial terms, or if there is no comparable transaction to determine whether the terms of the
transaction are on normal commercial terms, on terms no less favorable to the Group than those available from or to
(as the case may be) independent third parties;

° conducted according to the terms set out in relevant agreement, which were fair and reasonable and in the interests of
the Shareholders as a whole.

During the Reporting Period, there were no other related party/connected transactions relating to the disposal or
acquisition of the Group’s assets, nor any other related party/connected transactions relating to joint external investment.
Save as disclosed above, there is no related party transaction or continuing related party transaction set out in Note 56
to the Consolidated Financial Statements that falls into the category of connected transactions or continuing connected
transactions that need to be disclosed under the Hong Kong Listing Rules. The Company has complied with the disclosure
requirements under Chapter 14A of the Hong Kong Listing Rules with respect to the connected transactions and continuing
connected transactions of the Company.

Guarantees

During the Reporting Period, the total amount of guarantees provided by the Company and its subsidiaries to subsidiaries
was RMB8,341 million. As at the end of the Reporting Period, the balance of guarantees provided by the Company was
RMB42,774 million, all of which are guarantees provided by the Company and its subsidiaries to subsidiaries, representing
26.46% of the equity attributable to owners of the parent company as at the end of the Reporting Period.

Guarantees provided by the Company

According to the resolution approved at the Annual General Meeting, and upon deliberation by the duly authorized working
group, the Company provided an unconditional and irrevocable guarantee on a joint and several basis for repayment
obligations under each batch of notes to be issued pursuant to an overseas medium-term notes program set up by CITIC
Securities Finance MTN, an indirect wholly-owned subsidiary of the Company. The scope of the guarantee includes the
principal, interest and other contingent account payables of overseas notes. In 2014, CITIC Securities Finance MTN made
its first drawdown under this medium-term notes program in the amount of US$650 million, which was paid upon maturity.
In 2015, CITIC Securities Finance MTN made eight drawdowns under the medium-term notes program with an issue size
amounting to US$439.68 million in aggregate, which were all fully paid upon maturity. In 2017, CITIC Securities Finance
MTN made a drawdown under the medium-term notes program with an issue size of US$800 million, including US$300
million of three-year notes and US$500 million of five-year notes. From 18 April to 24 April 2018, CITIC Securities Finance
MTN made four drawdowns under the medium-term notes program with an issue size amounting to US$429.2 million in
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aggregate, which were all fully paid upon maturity; on 10 December 2018, CITIC Securities Finance MTN made a drawdown
under this medium-term notes program in the amount of US$300 million. On 17 October 2019, CITIC Securities Finance
MTN made a drawdown under the medium-term notes program with an issue size of US$700 million, including three-year
notes of US$500 million and five-year notes of US200 million. The Company provided an unconditional and irrevocable joint
and several liability guarantee for all abovementioned medium-term notes programs.

According to the resolution approved at the Annual General Meeting and upon deliberation by the Company’s management,
the Company provided an unconditional and irrevocable guarantee for the Euro-commercial papers project set up by CITIC
Securities Finance MTN with a guarantee period from 4 May 2018 to 4 May 2023 and an amount of US$3,000 million. In
2019, CITIC Securities Finance MTN issued two tranches of Euro-commercial papers in aggregate with a total issue size
of US$170 million, which were all fully paid upon maturity; in 2019, CITIC Securities Finance MTN issued three tranches of
Euro-commercial papers in aggregate with a total issue size of US$600 million, of which two tranches of Euro-commercial
papers with a total issue size of US$500 million were fully paid upon maturity. The above-mentioned Euro-commercial
papers were unconditionally and irrevocably guaranteed by the Company with joint and several liability.

Guarantees provided by subsidiaries

During the Reporting Period, among all the subsidiaries of the Company, CSI had provided guarantees. All those guarantees
were provided in favor of its relevant subsidiaries for their business operations, which mainly included loan guarantees,
guarantees for medium-term notes and guarantees for transactions involving the execution of International Swaps and
Derivatives Association (ISDA) agreements and Global Master Securities Lending Agreements (GMSLA) with counterparties.
The amount of the abovementioned guarantees was approximately RMB29,520 million as of 31 December 2019.

In addition, CSI and CLSA B.V. have issued unlimited guarantees for various International Swaps and Derivatives Association
(ISDA) agreements, Global Master Repurchase agreements (GMRA), Global Master Securities Lending agreements
(GMSLA) and Broker-Dealer agreements. The above-mentioned unlimited guarantees have been issued in accordance with
normal international banking and capital market practices, which allow the banks and other financial institutions trading with
CSl, CLSA B.V. and its subsidiaries to assume large market trading volume and fluctuating demands, therefore ensuring
CSl, CLSA B.V. and its subsidiaries are not unnecessarily constrained in the normal course of business. Quantifying the
maximum exposure underlying such unlimited guarantees is impracticable, however, since both CSI and CLSA B.V. are
companies with limited liabilities, the absolute maximum exposure of these guarantees in aggregate would be limited to the
respective net asset values of CSI and CLSA B.V. respectively.

Other Significant Events and Subsequent Events

Changes to securities business outlets

The Company

During the Reporting Period, the Company completed the same-city relocation of 3 branch offices and 16 securities outlets.
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Details of relocation of branch offices and securities outlets are as follows:

No. Original Name of Branches Current Name of Branches Address After Relocation
1 Chongaing Branch Office Chongging Branch Office B5-1 and 12-1-2, No. 5 Jiangbei Chengxi Avenue,
Jiangbei District, Chongging
2 Hangzhou Ding’an Road Hangzhou Wujiang Road 8/F and Room 105-2, 1/F, Dongtie Tower,
Securities Outlet Securities Outlet No. 399 Wujiang Road, Hangzhou,
Zhejiang Province
3 Beijing Headquarter Securities Beijing Headquarter Securities Room 301, 3/F, No. 4 Building,
Outlet Outlet No. 48 Liangmagiao Road,
Chaoyang District, Beijing
4 Shenzhen Qianhai FTA Shenzhen Qianhai FTA Rooms 502 and 503, Hedge Fund Center, Qianhai
Securities Outlet Securities Outlet Shenzhen-Hong Kong Fund Town, No. 128
Guiwan 5th Road,
Qianhai Shenzhen-Hong Kong Cooperation
Zone, Shenzhen
5 Shenzhen Futian South Shenzhen Futian South No. 9-2 Fumin Road, Fuminjiayuan,
Securities Outlet Securities Outlet No. 9 Fumin Road, Haibin Community, Futian
Street, Futian District, Shenzhen
6 Haiyan West Hebin Road Haiyan West Hebin Road 1/F and 3/F, Office Building of Haiyan Yinyan
Securities Outlet Securities Outlet Economic and Trade Co., Ltd.,
No. 126 West Hebin Road, Wuyuan Street,
Haiyan County, Jiaxing, Zhejiang Province
7 Shenzhen Futian Jintian Road Shenzhen Futian Jintian Road 10C, Nuode Financial Center, No. 1006 Fuzhong
Securities Outlet Securities Outlet 3rd Road, Fuzhong Community, Lianhua Street,
Futian District, Shenzhen
8 Shaanxi Branch Office Shaanxi Branch Office Room 02-03-04, 19/F, Unit 1, Building 1,
Hesheng Jingguang Center,
No. 11 Tangyan Road, High-tech Zone, Xi'an,
Shaanxi Province
9 Lugiao Fushi Road Securities Lugiao Fushi Road Securities Room 125, Building 1, No. 148 and
Outlet Outlet 158 Fushi Road, Lugiao Street, Lugiao District,
Taizhou, Zhejiang Province
10 Nanchang Honggu Middle Nanchang Honggu Middle Shop 104 and 204, Building 9, Business City
Avenue Outlet Avenue Outlet Century Village, No. 728 Honggu Middle
Avenue, Honggutan New District, Nanchang,
Jiangxi Province
11 Hangzhou Qingchun Road Hangzhou Qingchun Road 5/F, Huadu Building, No. 137 Qingchun Road,

Securities Outlet

Securities Outlet

Shangcheng District, Hangzhou,
Zhejiang Province
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No. Original Name of Branches Current Name of Branches Address After Relocation
12 Shanghai Humin Road Shanghai Wanyuan Road Room 201, 202, 203, 205 and 206, Building 2,
Securities Outlet Securities Outlet Lane 166, Minhong Road, Minhang District,
Shanghai
13 Taizhou Branch Office Taizhou Branch Office Room 2001 and 1083, Development and
Investment Mansion, No. 188 Fuzhong Road,
Taizhou, Zhejiang Province
14 Shenzhen Binhai Avenue Shenzhen Binhai Avenue Room 508, C5/F, Building 2, Software Industry
Securities Outlet Securities Outlet Base, No. 87, 89 and 91 Gaoxin South Tenth
Road, Binhai Community, Yuehai Street,
Nanshan District, Shenzhen
15 Yongkang Jincheng Road Yongkang Jincheng Road West Wing, 3/F, No. 29, Jincheng Road,
Securities Outlet Securities Outlet Dongcheng Street, Yongkang, Jinhua, Zhejiang
Province
16 Haining Haichang South Road Haining Haichang South Road 1/F, 2/F and 4/F, Building 3, Xinjiayuan Building,
Securities Outlet Securities Outlet No. 299 Haichang South Road, Haizhou Street,
Haining, Jiaxing,
Zhejiang Province
17 Ningbo Daging South Road Ningbo Daging South Road (10-2)—(10-4), Building 13, No.18 Diamond
Securities Outlet Securities Outlet Commercial Plaza, Jiangbei District,
Ningbo City, Zhejiang Province
18 Hangzhou Chaohui Road Hangzhou Huancheng North No. 165-3 Huancheng North Road, Xiacheng
Securities Outlet Road Securities Outlet District, Hangzhou, Zhejiang Province
19 Hangzhou Xinnan Road Hangzhou Jincheng Road Room 601, 602 and 605-608, 6/F, Southeast

Securities Outlet

Securities Outlet

Science and Technology Research and
Development Center, No. 438 Jincheng Road,
Xiaoshan District, Hangzhou,

Zhejiang Province

As at the end of the Reporting Period, the Company had 33 branch offices and 207 securities outlets.

CITIC Securities (Shandong)

During the Reporting Period, CITIC Securities (Shandong) established one new securities outlet (Jinan Huaxin Road
Securities Outlet), closed one securities outlet (Jining Guhuai Road Securities Outlet), and completed the relocation of one
securities outlet.

Details of the new securities outlet are as follows:

No. Name of the new securities outlet Address of the securities outlet

1 Jinan Huaxin Road Securities Outlet 1/F and 2/F, Licheng Jinrong Tower, No. 3 Huaxin Road,

Licheng District, Jinan, Shandong Province
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Details of the relocation of securities outlets are as follows:

No. Name before relocation Name after relocation Address after relocation
1 Zaozhuang Middle Wenhua Zaozhuang West Wenhua Rooms 98-7 and 8, Building 1, Wenxi
Road Securities Outlet Road Securities Outlet Huayuan, No. 98 West Wenhua Road,
Shizhong District, Zaozhuang, Shandong
Province

As at the end of Reporting Period, CITIC Securities (Shandong) had 6 branch offices and 64 securities outlets.
CITIC Futures
During the Reporting Period, CITIC Futures did not establish any new outlets; 3 branches were renamed; and 13 branches

completed same-city relocation.

Details of change of name of branches are as follows:

No. Name before the change Name after the change

1 Beijing Dongcheng Branch Office Beijing Chaoyang Branch Office

2 Shanghai Futures Building Outlet Shanghai Songlin Road Branch Office
3 Wenling Outlet Taizhou Outlet
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Details of the relocation of branches are as follows:

No.

Name of branches

Address after relocation

10

11

12

13

Beijing Branch Office

Beijing Chaoyang Branch Office

Hebei Branch Office

Shanxi Branch Office

Shanghai Branch Office

Shanghai CITIC Plaza Branch Office

Hangzhou Xiaoshan Branch Office

Taizhou Outlet

Hainan Branch Office

Western Branch Office

Gansu Branch Office

Guizhou Branch Office

Chongqing Branch Office

47-(07), 7/F, No. 47 Guanggumennei Avenue,
Dongcheng District, Beijing

Room 302, 3/F, No. 4 Building, No.48 Courtyard,
Liangmagiao Road, Chaoyang District, Beijing

Room 2903, Tower B, Zhifeng Office Building, Letai Center,
No. 39 Zhongshan East Road, Shijiazhuang

Rooms 303, 307 and 308, Building D, Huade Plaza
Community, Changfeng Street, Xiaodian District, Taiyuan

Unit 03, 22/F, No. 799 South Yanggao Road,
China (Shanghai) Pilot Free Trade Zone

Room 2504, 25/F, CITIC Plaza, No. 859 Sichuan North Road,
Hongkou District, Shanghai

Room 6083 and 604, 6/F, Southeast Science and Technology
Research and Development Center, No. 438 Jincheng Road,
Beigan Street, Xiaoshan District, Hangzhou,
Zhejiang Province

Room 516, 5/F, Yaoda Business Tower, Building 1,
No. 500 Shifu Avenue, Baiyun Street, Jiaojiang District,
Taizhou, Zhejiang Province

No. B1304, 13/F, West Building B, Guorui Tower,
No. 11 Guoxing Avenue, Meilan District, Haikou,
Hainan Province

3C, 3/F, East Wing Podium, Gaoxin Telecom Plaza,
56 Gaoxin Road, High and New-Tech Development Zone,
Xi'an City

Rooms 1715, 1716 and 1717, 17/F, YaOu International,
No. 149 Qingyang Road, Chengguan District, Lanzhou,
Gansu Province

No. 1, 11/F, Unit 1, Building 2, North Zone,
Financial Business District, Zone B,
Zhongtian Exhibition City, Changling North Road,
Guanshanhu District, Guiyang, Guizhou Province

12-1-3, No. 5 Jiangbei Chengxi Avenue, Jiangbei District,
Chongqing

Currently, CITIC Futures had 39 branch offices and 4 futures outlets.
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Csli
During the Reporting Period, there were no changes in the branches of CSI. Currently, CSI has four branches through its
subsidiaries in Hong Kong.

Kington Securities
During the Reporting Period, there were no changes in the branches of Kington Securities. Currently, Kington Securities has
two securities outlets.

Subsequent progress of matters previously announced

Reducing capital in CITIC Securities (Shandong)

On 28 December 2018, the 33rd Meeting of the Sixth Session of the Board considered and approved the Resolution on
Reducing Capital in CITIC Securities (Shandong) Co., Ltd., pursuant to which, it was agreed to transfer 3,406 sq.m. of
land (current price: RMB6.47 million) located at No. 67-1, Haiguan Road, Wenquan subdistrict office, Jimo City, Shandong
Province, which is currently owned by CITIC Securities (Shandong), to the parent company at a consideration of the price
of such asset upon completion of the transfer of title; i.e. to reduce capital in CITIC Securities (Shandong) accordingly,
the amount of which shall not exceed RMB6.47 million, and the registered capital of CITIC Securities (Shandong) shall be
reduced accordingly; and the management of the Company was authorised to deal with, at its sole discretion, all relevant
procedures related to the capital reduction on the condition that all the risk control indicators of the Company are in line
with the regulatory requirements. On 2 August 2019, CITIC Securities (Shandong) received the Feedback on Administrative
Authorization for Reducing Registered Capital of CITIC Securities (Shandong) Co., Ltd. (hereinafter as “Feedback”) issued
by the Qingdao Securities Regulatory Bureau of the CSRC (hereinafter as “Qingdao Securities Regulatory Bureau”).
According to the Feedback, CITIC Securities (Shandong) needs to elaborate on whether the land transfer between the
parent company and subsidiary is subject to the legal procedures for the transfer of state-owned assets. Due to the time
uncertainty on obtaining the approval for the elaboration materials, CITIC Securities (Shandong) submitted the Application
of CITIC Securities (Shandong) Co., Ltd. on Withdrawing Application Materials for Capital Reduction to Qingdao Securities
Regulatory Bureau on 28 October 2019 with the aim of applying for the withdrawal of application materials. CITIC Securities
(Shandong) will reapply when the application materials are complete.

Standardizing the publicly-offered collective investment schemes of the Company

On 21 January 2019, the 35th Meeting of the Sixth Session of the Board considered and approved the Resolution
on Standardizing the Publicly-offered Collective Investment Schemes of the Company. It was agreed to authorize the
management of the Company to proceed with matters relating to rectification and standardization, as well as changes to
contracts of the publicly-offered collective investment schemes of the Company according to market conditions, regulatory
requirements and the Company’s needs. The matters relating to rectification and standardization of the publicly-offered
collective investment schemes of the Company are being executed in an orderly manner. Currently, three applications for
changes of contracts of the publicly-offered collective investment schemes of the Company have been approved by the
CSRC and the schemes are operating normally with reference to public funds. The rectification and standardization of other
publicly-offered collective investment schemes of the Company are being processed in an active and orderly manner.

CITIC Securities Company Limited | 2019 Annual Report 109



Significant Events

Dissolution of five securities outlets

On 13 November 2019, the 46th Meeting of the Sixth Session of the Board considered and approved the Resolution on the
Dissolution of Five Securities Outlets, pursuant to which, it was agreed to dissolve five securities outlets including Shanghai
Loushanguan Road Securities Outlet, Shanghai CITIC Plaza Securities Outlet, Hangzhou Lijing Road Securities Outlet,
Hangzhou Moganshan Road Securities Outlet and Jiaxing Fanggong Road Securities Outlet; authorise the management of
the Company to proceed with procedures relating to the dissolution. At present, the Company has obtained the dissolution
approvals from the respective Securities Regulatory Bureaus where the aforementioned five securities outlets are located,
and has submitted a report on the implementation of the dissolution plan. Upon the completion of the inspection and issue
of an inspection opinion by the Securities Regulatory Bureau, the Company will gradually complete the cancellation of the
relevant industrial, commercial and business licenses.

Others

Dissolution of Supervision Department

On 4 March 2019, the 37th Meeting of the Sixth Session of the Board approved to dissolve the Supervision Department,
the duties and personnel of which would be transferred to the Discipline Administration Body in the Company, except that
the duty to investigate and deal with the violation of internal rules and regulations of the Company by the employees would
be transferred to the Human Resources Department. The Company has completed the above-mentioned adjustment on 6
March 2019.

Acquisition of equity interest in CITIC Futures

On 13 October 2017, the 18th Meeting of the Sixth Session of the Board considered and approved the Resolution on the
Exercise of Pre-emptive Rights to Acquire 6.53% Equity Interest in CITIC Futures Co., Ltd. The Company had completed
the acquisition of the relevant equity interest on 3 July 2019, and had completed the filing procedures at Shenzhen Market
Supervision and Regulation Bureau. On 5 July 2019, CITIC Futures had completed the filing process with Shenzhen
Securities Regulatory Bureau. The percentage of the equity interest of the Company in CITIC Futures held by the Company
was changed to 100%.

Increasing capital in CITIC Futures
As considered and approved by the 43rd Meeting of the Sixth Session of the Board held on 30 July 2019, the Company
increased capital of RMB1,995,207,018 in CITIC Futures. After such capital increase, the registered capital of CITIC Futures
increased to RMB3.6 billion. The increased capital will be primarily used to improve the financial strength, expand business
scale and enhance the market competitiveness of CITIC Futures. CITIC Futures has completed the filing procedures for this
capital increase on 14 August 2019.
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Delegating Chairman to proceed with matters relating to acquisition of assets by issuance of Shares of the
Company

On 28 June 2019, the 42nd Meeting of the Sixth Session of the Board considered and approved the Resolution on
Delegating Chairman to Proceed with Matters Relating to the Acquisition of Assets by Issuance of Shares of the Company,
according to the authorization granted to the Board of the Company and any person it legally authorized at the 2019 First
Extraordinary General Meeting, it is further agreed that the Chairman of the Company is delegated to proceed with following
matters in relation to the acquisition of 100% equity interest in Guangzhou Securities from Yuexiu Financial Holdings and its
wholly-owned subsidiary Financial Holdings Limited (hereinafter referred to as the “Transaction”): (1) to approve and sign
the pro forma financial statements and review report of the Company in relation to the Transaction and their updates and
supplements; (2) to make all filings in relation to the Transaction; (3) to proceed with the closing of the transfer of assets
and post-closing adjustments, to approve or authorize the management to plan, deploy, transfer or make other internal
adjustments to the organizational structure, governance structure, management level, etc. of the Target Assets based on
the operation and management need, business development need or other actual needs, in accordance with the relevant
provisions of laws and regulations as well as regulatory requirements; (4) to proceed with the change of registration with the
relevant industrial and commercial administrations and other procedural matters with authorized authorities and departments
including signing relevant legal documents; to proceed with the registration, lock-up, listing and other relevant matters for
the newly issued Shares of the Company with the SSE and the Shanghai branch of CSDC. This delegation shall be valid
during the validity period of the authorization to the Board granted by the general meeting of the Company.

The Company’s explanation on the reasons for and impacts of changes in accounting
policies and accounting estimates

The revised “IFRS16 — Leases” (the “New Lease Standards”) were issued by the Ministry of Finance in 2018, and became
effective from 1 January 2019. The Group has adopted the New Lease Standards in preparing the financial statements for
the year of 2019. According to its transitional provisions, the Group has not restated the comparative figures in the 2018
annual report. The reclassifications and adjustments arising from the adoption of the New Lease Standards are recognized
in the opening balance sheet dated 1 January 2019.
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The share capital structure of the Company as at 31 December 2019 was as follows:

Percentage

of the

Number of total number

Name of Shareholders Type of Shares Shares (Shares) of Shares (%)
CITIC Group A Shares 1,999,695,746 16.50
Public holders of A Shares A Shares 7,838,884,954 64.69
Public holders of H Shares H Shares 2,278,327,700 18.80
Total — 12,116,908,400 100.00

Notes: 1.  The shareholding percentage of each of the Shareholders listed above is rounded to two decimal places.

2. Upon completion of the acquisition of 100% equity interest in Guangzhou Securities by issuance of Shares and as at the date of publication of
the 2019 Annual Results Announcement of the Company, the number of total issued Shares of the Company has increased to 12,926,776,029
Shares, of which 10,648,448,329 are A Shares and 2,278,327,700 are H Shares.

During the Reporting Period, there have been no changes in the total number of ordinary
shares or the share capital structure of the Company.

Issue and Listing of Securities
Unit: hundred million Currency: RMB

Amount

approved

for listing

Issue price and trading

Type of shares and (or interest (hundred
derivative securities Date of issue rate) Issue size  Date of listing million) Maturity date

Corporate bonds, Short-term commercial papers

Short-term commercial papers 2019.1.17 2.95 20 2019.1.21 20 2019.4.19
Short-term commercial papers 2019.2.21 2.71 30 2019.2.25 30 2019.5.24
Corporate bonds 2019.2.27 3.90 27 2019.3.11 27 2022.2.28
Short-term commercial papers 2019.3.7 2.79 30 2019.3.11 30 2019.6.6
Corporate bonds 2019.3.20 3.98 30 2019.4.2 30 2022.3.21
Short-term commercial papers 2019.4.16 3.00 30 2019.4.19 30 2019.7.17
Subordinated bonds 2019.4.19 4.20 25 2019.5.9 25 2022.4.23
Corporate bonds 2019.4.29 4.28 30 2019.5.13 30 2022.4.30
Short-term commercial papers 2019.5.15 2.99 30 2019.5.20 30 2019.8.15
Subordinated bonds 2019.5.30 410 30 2019.6.18 30 2022.6.3
Short-term commercial papers 2019.6.5 3.07 20 2019.6.11 20 2019.9.6
Corporate bonds 2019.6.13 4.00 15 2019.6.24 15 2022.6.14
Short-term commercial papers 2019.6.26 2.60 20 2019.6.28 20 2019.9.25
Short-term commercial papers 2019.7.10 2.70 30 2019.7.15 30 2019.10.10
Financial bonds 2019.7.23 3.58 90 2019.7.26 90 2022.7.25
Corporate bonds 2019.9.6 3.39 20 2019.9.20 20 2022.9.10
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Amount

approved

for listing

Issue price and trading

Type of shares and (or interest (hundred
derivative securities Date of issue rate) Issue size  Date of listing million) Maturity date
Corporate bonds 2019.9.6 3.78 10 2019.9.20 10 2024.9.10
Short-term commercial papers 2019.9.17 2.75 50 2019.9.20 50 2019.12.18
Short-term commercial papers 2019.10.16 2.95 60 2019.10.21 60 2020.1.16
Short-term commercial papers 2019.11.15 3.10 50 2019.11.20 50 2020.2.18
Corporate bonds 2019.11.25 3.75 50 2019.12.03 50 2022.11.26
Short-term commercial papers 2019.12.11 3.05 30 2019.12.16 30 2020.3.12
Overseas medium-term notes 2019.10.17 2.75 34.84 2019.10.24 34.84 2022.10.24
Overseas medium-term notes 2019.10.17 2.875 13.94 2019.10.24 13.94 2024.10.24
Euro-commercial paper 2019.1.9 3.94 13.94 2019.1.16 13.94 2019.12.24
Euro-commercial paper 2019.1.10 3.94 20.90 2019.1.17 20.90 2019.12.24
Euro-commercial paper 2019.11.14 2.57 6.9681 2019.11.20 6.9681 2020.5.20

Description of issue of securities during the Reporting Period:

The Company issued a short-term commercial paper on 17 January 2019, which was listed on Interbank on 21 January
2019, with a size of RMBZ2.0 billion, a nominal interest rate of 2.95% and a term of 91 days.

The Company issued a short-term commercial paper on 21 February 2019, which was listed on Interbank on 25 February
2019, with a size of RMB3.0 billion, a nominal interest rate of 2.71% and a term of 91 days.

The Company issued a private corporate bond on 27 February 2019, which was listed on the SSE on 11 March 2019, with
a size of RMB2.7 billion, a nominal interest rate of 3.90% and a term of 3 years.

The Company issued a short-term commercial paper on 7 March 2019, which was listed on Interbank on 11 March 2019,
with a size of RMB3.0 billion, a nominal interest rate of 2.79% and a term of 90 days.

The Company issued a private corporate bond on 20 March 2019, which was listed on the SSE on 2 April 2019, with a size
of RMBS3.0 billion, a nominal interest rate of 3.98% and a term of 3 years.

The Company issued a short-term commercial paper on 16 April 2019, which was listed on Interbank on 19 April 2019, with
a size of RMBG3.0 billion, a nominal interest rate of 3.00% and a term of 90 days.

The Company issued a subordinated bond on 19 April 2019, which was listed on the SSE on 9 May 2019, with a size of
RMB2.5 billion, a nominal interest rate of 4.20% and a term of 3 years.

The Company issued a private corporate bond on 29 April 2019, which was listed on the SSE on 13 May 2019, with a size
of RMBS3.0 billion, a nominal interest rate of 4.28% and a term of 3 years.

The Company issued a short-term commercial paper on 15 May 2019, which was listed on Interbank on 20 May 2019, with
a size of RMBG3.0 billion, a nominal interest rate of 2.99% and a term of 90 days.

The Company issued a subordinated bond on 30 May 2019, which was listed on the SSE on 18 June 2019, with a size of
RMB3.0 billion, a nominal interest rate of 4.10% and a term of 3 years.
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The Company issued a short-term commercial paper on 5 June 2019, which was listed on Interbank on 11 June 2019, with
a size of RMB2.0 billion, a nominal interest rate of 3.07% and a term of 88 days.

The Company issued a private corporate bond on 13 June 2019, which was listed on SSE on 24 June 2019, with a size of
RMB1.5 billion, a nominal interest rate of 4.00% and a term of 3 years.

The Company issued a short-term commercial paper on 26 June 2019, which was listed on Interbank on 28 June 2019,
with a size of RMB2.0 billion, a nominal interest rate of 2.60% and a term of 90 days.

The Company issued a short-term commercial paper on 10 July 2019, which was listed on Interbank on 15 July 2019, with
a size of RMBS3.0 billion, a nominal interest rate of 2.70% and a term of 90 days.

The Company issued a financial bond on 23 July 2019, which was listed on Interbank on 26 July 2019, with a size of
RMB9.0 billion, a nominal interest rate of 3.58% and a term of 3 years.

The Company issued a public corporate bond on 6 September 2019, which was listed on the SSE on 20 September 2019
and consists of two types of products, among which, the 3-year type has a size of RMB2.0 billion and a nominal interest

rate of 3.39% and the 5-year type has a size of RMB1.0 billion and a nominal interest rate of 3.78%.

The Company issued a short-term commercial paper on 17 September 2019, which was listed on Interbank on 20
September 2019, with a size of RMB5.0 billion, a nominal interest rate of 2.75% and a term of 90 days.

The Company issued a short-term commercial paper on 16 October 2019, which was listed on Interbank on 21 October
2019, with a size of RMB®6.0 billion, a nominal interest rate of 2.95% and a term of 90 days.

The Company issued a short-term commercial paper on 15 November 2019, which was listed on Interbank on 20
November 2019, with a size of RMB5.0 billion, a nominal interest rate of 3.10% and a term of 91 days.

The Company issued a private corporate bond on 25 November 2019, which was listed on the SSE on 3 December 2019,
with a size of RMB5.0 billion, a nominal interest rate of 3.75% and a term of 3 years.

The Company issued a short-term commercial paper on 11 December 2019, which was listed on Interbank on 16
December 2019, with a size of RMB3.0 billion, a nominal interest rate of 3.05% and a term of 90 days.

The Company issued an overseas medium-term note on 17 October 2019, which was listed on the Hong Kong Stock
Exchange on 24 October 2019, with a size of US$0.5 billion, a nominal interest rate of 2.75% and a term of 3 years.

The Company issued an overseas medium-term note on 17 October 2019, which was listed on the Hong Kong Stock
Exchange on 24 October 2019, with a size of US$0.2 billion, a nominal interest rate of 2.875% and a term of 5 years.

The Company issued a Euro-commercial paper on 9 January 2019, which was listed on the Hong Kong Stock Exchange on
16 January 2019, with a size of US$0.2 billion, an effective interest rate of 3.94% and a term of 342 days.

The Company issued a Euro-commercial paper on 10 January 2019, which was listed on the Hong Kong Stock Exchange
on 17 January 2019, with a size of US$0.3 billion, an effective interest rate of 3.94% and a term of 341 days.

The Company issued a Euro-commercial paper on 14 November 2019, which was listed on the Hong Kong Stock Exchange
on 20 November 2019, with a size of US$0.1 billion, an effective interest rate of 2.57% and a term of 182 days.
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Information on Shareholders
Total number of Shareholders of the Company as at 31 December 2019: 569,604 Shareholders, including 569,443 A
Shareholders and 161 registered H Shareholders.

Total number of Shareholders of the Company as at the end of the month (29 February 2020) immediately preceding the
disclosure date of the 2019 Annual Results Announcement of the Company: 599,234 Shareholders, including 599,071 A
Shareholders and 163 registered H Shareholders.

Shareholdings of the top 10 Shareholders as at 31 December 2019

Shareholdings of the Top 10 Shareholders

Unit: Shares

Number
Change Number of of Shares
duringthe  Shares held held subject Sha;re:rg':e‘:]ged
Reporting atthe end Percentage to trading Nature of the
Full name of Shareholder Period  of the period (%) moratorium  Status Number  Shareholder
HKSCC Nominegs Limited " ! 621,500  2,276,694,267 18.79 —  Unknown —  Foreign legal person
CITIC Corporation Limited - 1,999,695,746 16.50 - Nil —  State-owned legal
person

China Securities Finance Corporation - 362,296,197 2.99 - Nil —  Unknown

Limited
Hong Kong Securities Clearing 53,295,819 255,815,371 211 - Nil —  Foreign legal person

Company Limited N2
Central Huijin Asset Management - 198,709,100 1.64 - Nil —  State-owned legal

Corporation Limited person
Da Cheng Fund — Agricultural Bank — - 158,726,217 1.27 - Nil —  Unknown

Da Cheng China Securities and

Financial Assets Management Program
China AMC Fund — Agricultural Bank — - 144,472,197 1.19 - Nil —  Unknown

China AMC China Securities and

Financial Assets Management Program
Zhong Ou Fund — Agricultural Bank — — 140,178,900 1.16 - Nil —  Unknown

Zhong Ou China Securities and

Financial Assets Management Program
GF Fund — Agricultural Bank — - 140,049,999 1.16 - Nil —  Unknown

GF China Securities and Financial

Assets Management Program
China Southern Fund — Agricultural Bank - 139,589,061 1.15 - Nil —  Unknown

— China Southern China Securities and
Financial Assets Management Program

Note 1: HKSCC Nominees Limited is the nominal holder of the Shares held by non-registered H Shareholders of the Company.

Note 2: The Shares held by Hong Kong Securities Clearing Company Limited refer to Shares held by non-registered Shareholders of northbound of the

Shanghai-Hong Kong Stock Connect.

Note 3: The shareholding information listed above was extracted from the register of Shareholders of the Company as of 31 December 2019.

Note 4: Nature of A Shareholders represents the nature of account held by A Shareholders with the Shanghai branch of CSDCC.

Note 5: As the Shares could be used as underlying securities for margin financing and securities lending, the shareholdings of the Shareholders are the
aggregate of all the Shares and interests held in ordinary securities accounts and credit securities accounts.
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Shareholdings of the top 10 holders of tradable Shares not subject to trading moratorium as at 31

December 2019

Name of Shareholder

Number of
tradable Shares
held not subject

to trading
moratorium

Class of Shares

HKSCC Nominees Limited

CITIC Corporation Limited

China Securities Finance Corporation Limited

Hong Kong Securities Clearing Company Limited

Central Huijin Asset Management Corporation Limited

Da Cheng Fund — Agricultural Bank — Da Cheng China
Securities and Financial Assets Management Program

China AMC Fund — Agricultural Bank — China AMC China
Securities and Financial Assets Management Program

Zhong Ou Fund — Agricultural Bank — Zhong Ou China
Securities and Financial Assets Management Program

GF Fund — Agricultural Bank — GF China Securities and
Financial Assets Management Program

China Southern Fund — Agricultural Bank — China Southern
China Securities and Financial Assets Management Program

Details of related party or concert party relationship
among the above Shareholders

Explanation about holders of preference Shares with
restored voting rights and the number of Shares held

2,276,694,267
1,999,695,746
362,296,197
255,815,371
198,709,100
163,726,217
144,472,197
140,178,900

140,049,999

139,589,061

Overseas-listed foreign
shares

RMB ordinary Shares
RMB ordinary Shares
RMB ordinary Shares
RMB ordinary Shares
RMB ordinary Shares

RMB ordinary Shares

RMB ordinary Shares

RMB ordinary Shares

RMB ordinary Shares

The Company is unaware of whether there is any

related party/connected relationship among the above

Shareholders, or they are parties acting in concert.
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Shareholdings of the holders of tradable Shares subject to trading moratorium as at 31 December
2019

Unit: Shares
Listing and trading of Shares
subject to trading moratorium
Number of Number of
Name of Shares held Shares
Shareholders subject to newly eligible
subject to trading Date eligible for for listing Terms of trading
No. trading moratorium moratorium listing and trading and trading moratorium
1 Incentive shares held 23,919,000 To be determined after — To be determined after
under custody and the implementation the implementation of the
others of the incentive share incentive share scheme
scheme
Details of related party or concert Not applicable

party relationship among the
above Shareholders

Information on substantial Shareholders of the Company

Largest Shareholder

The largest Shareholder of the Company is CITIC Corporation Limited. As at 31 December 2019, it directly held 16.50%
Shares in the Company. In addition, there was no Shareholder of the Company who held more than 10% Shares. Details of
CITIC Corporation Limited are as follows:

CITIC Corporation Limited was established on 27 December 2011, the existing legal representative is Mr. CHANG Zhenming
and the president is Mr. WANG Jiong. Its registered capital is RMB139 billion and the unified social credibility code is
911100007178317092. It is principally engaged in: 1. investment and management in financial sectors, including investment
and management of domestic and foreign banks, securities, insurance, trust, asset management, futures, leasing, funds,
credit card and other financial enterprises and related industries; 2. investment and management in non-financial sectors,
including (1) energy, transport and other infrastructure; (2) mining, exploration of timber and other resources and raw
material industry; (3) machinery manufacturing; (4) real estate development; (5) information industry: information system
infrastructure, basic telecommunication and value-added telecommunication business; (6) commerce and trade services
and other industries: environmental protection; pharmaceuticals, bio-engineering as well as new materials; aviation,
transportation, warehousing, hotel, tourism; international trade and domestic trade, import and export business, commerce;
education, publishing, media, culture and sports; consultancy service; 3. granting shareholder loans to its offshore and
domestic subsidiaries; capital operation; asset management; domestic and overseas engineering design, constructions,
contracting and sub-contracting, export of labor service, and other approved businesses. (The entity was changed from a
domestic enterprise to a foreign-invested enterprise on 22 July 2014; as for projects which require approval in accordance
with the law, prior approvals from the competent authorities shall be obtained before operational activities are conducted
and the company shall conduct operational activities within the scope approved by the competent authorities.)
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CITIC Group, the de facto controller of CITIC Corporation Limited, was founded in 1979, the existing legal representative
is Mr. CHANG Zhenming and the general manager is Mr. WANG Jiong. Its registered capital is RMB205,311,476,359.03
and the unified social credibility code is 9110000010168558XU. Its principal businesses are as follows: investment and
management of domestic and foreign banks, securities, insurance, trust, asset management, futures, leasing, funds, credit
card financial enterprises and related industries, energy, transport infrastructure, mining, exploration of timber resources
and raw material industry, machinery manufacturing, real estate development, information system infrastructure, basic
telecommunication and value-added telecommunication business, environmental protection, medicine, bio-engineering
as well as new materials, aviation, transportation, warehousing, hotel, tourism, international trade and domestic trade,
commerce, education, publishing, media, culture and sports, overseas and domestic engineering design, construction,
contracting and sub-contracting, industry investment; asset management; capital operation; project tendering, surveying,
design, construction, supervision, contracting and subcontracting, consultant service industry; external deployment of
staff required to implement overseas projects suitable for its capabilities, scale and results performance; import and export
business; information service business (internet information services only, excluding information search and query services,
information community services, instant information interaction services and information protection and processing services).
(The enterprise may independently choose projects to operate and conduct business activities according to the law. As
for projects which require approval in accordance with the law, prior approvals from the competent authorities shall be
obtained before operational activities are conducted and the company shall conduct operational activities within the scope
approved by the competent authorities. No business activity shall be carried out if prohibited by the industrial policies of the
municipality or restricted by the authorities.)

As at the end of the Reporting Period, the shareholding structure of the Company was as follows:

|

l 100% 100%
CITIC Glory Limited CITIC Polaris Limited
25.60% 32.53%
v
CITIC Limited

100%
‘

CITIC Corporation Limited

16.50%

A
CITIC Securities

Company Limited
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As at 31 December 2019, information of other major listed companies controlled or invested, directly or indirectly by CITIC
Limited or CITIC Corporation Limited was as follows:

Shareholding

No. Name of Listed Company Stock code percentage Name of shareholder
1 China CITIC Bank Corporation 601998.SH 65.97% CITIC Corporation Limited (65.37%)
Limited 00998.HK Fortune Class Investments Limited (0.02%)
Metal Link Limited (0.58%)
2 CITIC Heavy Industries Co., Ltd. 601608.SH 67.27%  CITIC Corporation Limited (60.49%)

CITIC Investment Holdings Limited (4.52%)
CITIC Automobiles Limited (2.26%)

3 CITIC Offshore Helicopter Co., Ltd. 000099.SZ 38.63% CITIC Offshore Helicopter Limited Liabilities
Company
4 CITIC Press Group Co., Ltd. 300788.5Z 73.50%  CITIC Corporation Limited (62.70%)
CITIC Investment Holdings Limited (10.80%)
5 CITIC Resources Holdings Limited 01205.HK 59.50% Keentech Group Ltd. (49.57%)

CITIC Australia Pty Limited (9.55%)
Fortune Class Investments Limited (0.38%)

6 CITIC Dameng Holdings Limited 01091.HK 43.46% Highkeen Resources Limited (34.39%)
Apexhill Investments Limited (9.07%)
7 CITIC Telecom International 01883.HK 58.19% Richtone Enterprises Inc. (3.69%)
Holdings Limited Ease Action Investments Corp. (33.93%)

Silver Log Holdings Ltd. (16.70%)
Perfect New Holdings Limited (3.87%)
8 CITIC Pacific Special Steel Group  000708.SZ 83.85% CITIC Pacific China Holdings Limited
Co., Ltd, Note" (4.26%)
Hubei Xinye Steel L