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INTERIM RESULTS ANNOUNCEMENT FOR
THE SIX MONTHS ENDED 30 JUNE 2023

The board of directors (the “Board of Directors”) of Shandong International
Trust Co., Ltd. (the “Company” or “SITC”) is pleased to announce the unaudited
consolidated results of the Company for the six months ended 30 June 2023 (the
“Reporting Period”). The content of this interim results announcement has been
prepared in accordance with applicable disclosure requirements under the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited
(the “Listing Rules”) in relation to preliminary announcements of interim results
and the China Accounting Standards for Business Enterprises (the “CASBE”). Such
interim results have also been reviewed and confirmed by the Board of Directors
and the audit committee of the Board of Directors (the “Audit Committee”). Unless
otherwise stated, financial data of the Company are presented in Renminbi.

In this interim results announcement, the “Group” refers to the Company and the trust
schemes included in the consolidated financial statements of the Company (i.e. the
trust schemes controlled by the Company). Where there is any inconsistency between
the Chinese version and the English version of this interim results announcement , the
Chinese version shall prevail.
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2.

SUMMARY OF FINANCIAL DATA

2.1 Summary of Unaudited Interim
Statement

Item

Condensed Consolidated Income

For the six months
ended 30 June
Note 2023 2022
(RMB in thousand)

I. Total operating income 836,157 805,700
Net Interest Income 10 35,014 -21,036
Including: Interest income 10 75,332 37,601
Interest expense 10 40,318 58,637
Net fee and commission income 11 418,612 515,606
Including: Fee and commission income 11 421,229 519,484
Fee and commission expenses 11 2,617 3,878
Investment income 12 133,775 227,918
Including: Income from investment in
associates and joint ventures 10,153 191,254
Gains from changes in fair value 13 212,071 35,870
Gains from changes in net assets attributable
to third-party investors in consolidated
structured entities 31,763 46,026
Other operating income 4,899 1,316
Gains on disposal of assets 23 -
II. Total operating costs 447,435 1,501,526
III. Operating profit 388,722 -695,826
Add: Non-operating income 2,922 364
Less: Non-operating expenses 17 115,722 404
IV. Total profit 275,922 -695,866
Less: Income tax expenses 18 100,845 -221,594
V. Net profit 175,077 -474,272
VI. Total comprehensive income 175,213 -477,471
Total comprehensive income attributable to
shareholders of the parent company 175,213 -477,471

Note: In this results announcement, losses and income tax credits are indicated in “-’unless

otherwise stated.



2.2

2.3

Summary of Unaudited Interim Condensed Consolidated Balance Sheet

30 June 31 December
Item 2023 2022
(Audited)

(RMB in thousand)

Total assets 13,704,354 14,458,132
Total liabilities 2,594,873 3,523,864
Total shareholders’ equity 11,109,481 10,934,268
Total liabilities and

shareholders’ equity 13,704,354 14,458,132

Summary of Unaudited Interim Condensed Consolidated Statement of
Cash Flows

For the six months
ended 30 June
Item 2023 2022
(RMB in thousand)

Net cash flows from operating activities -878,493 -4,260,055
Net cash flows from investing activities 117,514 2,525,619
Net cash flows from financing activities -1,344,662 333,938
Net increase in cash and cash equivalents -2,105,641 -1,400,498
Add: Balance of cash and cash equivalents
at the beginning of the period 2,240,590 1,586,596
Balance of cash and cash equivalents at
the end of the period 134,949 186,098



3.

MANAGEMENT DISCUSSION AND ANALYSIS

3.1 Environment Review

Since 2023, the global economic growth momentum has continued to
slow down. Trade protectionism, geopolitical situation and financial
market volatility have brought multiple challenges to the international
economic development. The global trade growth has slowed down, and
the downward pressure on the economy remains. China has adhered to the
new development concept, coordinated both the domestic and international
situations, as well as the two major issues of development and security,
deeply promoted the supply-side structural reform, expanded the high-level
opening-up. The normal operation of the economy and society has been
restored comprehensively. The macro policies have been effective, and the
economic development has shown a recovery trend.

In the first half of 2023, China promoted a number of major financial
reforms, and established the National Administration of Financial
Regulation (the “NAFR”) to further improve the regulatory structure,
which is of great positive significance to the long-term healthy development
of the financial industry and the effective allocation of financial resources.
Closely focusing on the three tasks of serving the real economy, preventing
and controlling financial risks, and deepening financial reform, China’s
financial industry has effectively supported the economic recovery and
provided strong financial support for the stable and healthy development of
the economy.

China’s trust industry has adhered to the general tone of “pursuing progress
while ensuring stability” and followed the regulatory guidance. Under the
guidance of the new three categories of trust business, it actively returns to
the origin, regulates development, effectively prevents risks, and actively
integrates into the overall economic and social development, efficiently
serves the development of the real economy and meets people’s needs for
a better life. As at the end of the first quarter of 2023, the balance of trust
assets managed by China’s trust industry was RMB21.22 trillion. While
focusing on preventing and mitigating risks, the structure of assets, the
ways of allocation and the application of the capital trust has continued to
be optimised, and the transformation of trust business has achieved certain
results.



3.2 Business Overview

In the first half of 2023, facing the external environment of increasing
complexity, severity and uncertainty, SITC adhered to the general tone
of “pursuing progress while ensuring stability”, accurately focused on
management, controlled risks and promoted transformation, and steadily
advanced various tasks around the annual business objectives. The Company
maintained a stable development trend in general, with a more optimised
business structure, accelerated disposal of risk projects, continuously
deepened transformation of wealth management, and constantly enhanced
development resilience.

Firstly, the Company focused on the transformation and upgrading of
the main business to shape a new pattern of development by returning to
its origin. We focused on the positioning of trust and trustee services,
accelerated the development of the original trust business, and achieved
a stable and favorable income structure with a significant increase in
sustainable development capability. Family trust maintained strong growth
momentum. In the first half of the year, we launched the industry’s
first family trust of “FGT (Foreign Grantor Trust) + Shares of Listed
Companies”, and the Company’s first family service trust of “De Shan
Qi Jia” (f£%75%) series, making continuous breakthroughs in business
innovation. The Company empowered business development with fintech,
successfully launched the FTS system, and continuously optimised
automatic functions such as automatic generation of contracts and
connection of various channels. As at the end of June 2023, the scale of
family trust entrusted by the Company amounted to RMB34.702 billion,
representing a year-on-year increase of 46.29%. In the first half of the year,
three new charitable trusts were added, and the cumulative amount of funds
delivered at the end of June exceeded RMB120 million. The Company
made solid efforts to optimise the capital market business and strove to
cultivate active management capabilities to improve historical performance
and enhance subscription confidence, and to broaden distribution channels
to drive scale growth. As at the end of June, the scale of the Company’s
actively managed standardised trust products increased to nearly RMB40
billion, and a number of products such as “Taishanbao” and “Shandong
Construction and Development Fund” achieved outstanding performance in
the market, ranking top among similar products. The Company continued to
strengthen cooperation with banks, bank financial subsidiaries, securities
companies, fund management companies and other financial institutions,
and strove to build an all-round and in-depth interbank cooperation system.
We steadily carried out proprietary business, continuously optimised asset
allocation, vigorously carried out diversified investment, actively cultivated
new engines for business transformation, and continuously improved the
synergy with trust business.



Secondly, the Company strengthened financial support for the real
economy and created a new engine with innovative wisdom. The Company
strengthened cooperation with key cities in Shandong Province, vigorously
supported regional economic development, and supported enterprises to
issue bonds and other financing needs. We focused on the expansion of
green trust projects under active management to facilitate dual-carbon
development and ecological protection. At the end of June, the balance of
green trust assets reached RMB3.129 billion. We established a green trust
research team to strengthen research collaboration, achievement sharing
and project implementation. The “Carbon Neutrality — Carbon Asset
Investment” collective trust was awarded as one of the top ten outstanding
financial innovation products in the province. The Company actively
explored and promoted prepaid fund service trusts, and give full play to
the advantages of the trust system to help people live a better lives and
improve the business environment.

Thirdly, the Company steadily promoted the transformation of wealth
management and built a new system of wealth management capabilities. The
Company further optimised the layout of wealth outlets and the construction
of the team of financial experts, focused on the three marketing strategies
of “individual + institution”, “standard + non-standard” and “online +
offline”, and continued to improve and cultivate independent marketing
capabilities. In the first half of the year, the scale of independent issuance
amounted to RMB16.215 billion, representing a year-on-year increase
of 1.67%. We also accelerated the transformation of wealth management
service trust and vigorously expanded the wealth management business
of “An Xin” special account. The Company insisted on public welfare
publicity of consumer rights protection, regularly carried out financial
knowledge publicity activities, launched “Xiao Xin” IP intelligent customer
service, stickers and promotional videos, and actively carried out financial
knowledge and consumer protection publicity, product salons, festival
feedback and other activities to create a characteristic brand image of
wealth management.



Fourthly, the Company continued to improve the comprehensive risk
management system and strengthened the construction of internal control
and compliance. The Company strengthened the risk management and
control of the entire process of trust business, improved the system
construction, and enhanced and improved the management requirements
of trust business in terms of risk identification, temporary management,
information disclosure, risk disposal response and liquidity support.
We prudently carry out various businesses, strictly implemented
the concentration control requirements, established an independent
investigation mechanism for major businesses, and improved the quality
of decision-making. The Company improved and refined internal control
management, solidly carried out anti-money laundering and anti-terrorist
financing, and promoted the construction of anti-money laundering system.
We adhered to the position of trustee, vigorously promoted the trust
culture, continuously carried out out compliance training, and enhanced the
awareness of employees to conduct business in compliance with laws and
regulations.

Fifthly, the Company unswervingly deepened reform and stimulated new
momentum for development. The Company insisted on solving the problems
during the development with reform, solidly carried out the mid-term
evaluation and adjustment of the 14th Five-Year Plan, deepened the “Year
of Management Improvement” activity, and comprehensively improved
management efficiency. We improved the remuneration assessment
system, studying and formulating various incentive mechanisms such as
special incentives; focused on the construction of talent teams, adhering
to “cultural retention”, “career retention” and “remuneration retention”,
implemented the “Guo Xin Lan” (El{5%5) talent training project and the
“three-batch” (—{fl—#t) talent training plan, building an entrepreneurial
platform, and strove to build a knowledge-based, intelligent and compound
talent team.

In the first half of 2023, the Group achieved total operating income with an
amount of RMB836.2 million, representing a year-on-year increase of 3.8%;
total profit with an amount of RMB275.9 million; and net profit with an
amount of RMB175.1 million, as compared to a loss of RMB474.3 million
in the last year, mainly due to (i) a year-on-year increase in gains from
changes in fair value; and (i1) a year-on-year decrease in credit impairment
losses during the Reporting Period.



The Group’s business segments are (i) trust business and (ii) proprietary
business. Trust business is the Group’s main business. As the trustee,
the Group accepts entrustment of funds and/or property from its trustor
clients and manages such entrusted funds and/or property to satisfy its
trustor clients’ investment and wealth management needs, as well as its
counterparty clients’ financing needs. The Group’s proprietary business
focuses on allocating its proprietary assets into different asset classes and
investing in businesses with strategic value to its trust business to maintain
and increase the value of its proprietary assets.

The following table sets forth the Group’s segment income and its main
components for the periods indicated:

For the six months ended 30 June
2023 2022
Amount %0 Amount %
(RMB in thousands, except for %)

Trust business
Operating income 418,718 49.9 % 516,592 64.1%
Segment income 418,718 49.9 % 516,592 64.1%

Proprietary business

Operating income 417,439 49.7 % 289,108 35.9%
Non-operating income 2,922 0.4% 364 0.0%
Segment income 420,361 50.1% 289,472 35.9%
Total 839,079 100.0% 806,064 100.0%

In the first half of 2023, the income from the trust business and proprietary
business of the Company accounted for 49.9% and 50.1% of the total
revenue of the Company, respectively.



3.2.1Trust Business
Classification of Trusts

With the flexible trust arrangements under laws of the People’s
Republic of China (the “PRC”), advantages of mixed operations
under the Company’s trust license and strong active management
capabilities, the Company has been continuously developing trust
products with new structures and new investment channels in order
to capture market opportunities emerging at any times and satisfy
the changing needs of its clients. The Company offers and manages
a range of trusts to satisfy the financing, investment and wealth
management needs of its various types of clients.

The Company’s right to manage and use trust assets come from the
trustors’ entrustment. While the rights granted to the Company by the
trustors vary from one trust to another, the Company has based on
the differences of the Company’s roles and responsibilities regarding
the management and use of trust assets, classified its trusts into
administrative management trusts and actively managed trusts. The
actively managed trusts can be further subdivided into financing trusts
and investment trusts.

(1) Financing trusts: Through financing trusts, the Company mainly
provides private equity investment banking services to various
types of enterprises and institutions in China, and offers flexible
and diversified financing plans.

(2) Investment trusts: With investment trusts, the Company provides
asset and wealth management services to institutional investors
and high-net-worth individuals (the “HNWIs”) to satisfy their
investment needs. The rapid accumulation of wealth in the
PRC has resulted in diversified demands for various forms of
investment. As the traditional asset management industry in the
PRC is dominated by securities investment fund companies and
securities firms, which mainly invest in standardised financial
products in capital markets, such as the money market, publicly
traded stocks and bonds, the Company believes the flexibility
of trusts and the business scope of the trust license enables
the Company to offer financial products with unique value to
institutional investors and HNWIs.
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(3) Administrative management trusts: Through the administrative

management trusts, the Company provides administrative services
to the trustors, whilst aiming at satisfying the investment needs
of trustor clients on the one hand and the financing needs of
the clients’ counterparties on the other hand. The Company
established administrative management trusts pursuant to the
instructions of trustors and provided financing and investments
for real estate development projects, infrastructure projects, and
various industrial and commercial enterprises chosen by those
trustors. For these types of trusts, the Company merely provides
trust administration-related services and accepts entrustment of
trust assets from trustors and uses such trust assets to provide
financing for or invest in the projects or enterprises designated
by the trustors.

The following table sets forth the Company’s total numbers of trusts
and assets under management of each type of our trusts as at the dates

indicated:
30 June 2023 31 December 2022
Number AUM Number AUM
(AUM: RMB in millions)

Financing trusts 291 41,306 187 47,214
Investment trusts 1,447 67,848 1,274 63,471

Administrative
management trusts 322 58,433 175 98,792
Total 2,060 167,587 1,636 209,477

Note: The “assets under management” as disclosed in the above table does not

include the size of the insurance trusts (in terms of basic insurance amount)
managed by the Company as at the corresponding dates, being RMB11,996
million (30 June 2023) and RMBS5,923 million (31 December 2022). As at
30 June 2023 and 31 December 2022, the assets under management of the
Company (including insurance trusts) amounted to RMB179,583 million and
RMB215,400 million, respectively.
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The following table sets forth the revenue generated from each type of
the Company’s trusts as at the periods indicated (in absolute amount
and as percentage of the fee and commission income accounted for in
the total income from trust business):

For the six months ended 30 June
2023 2022
Revenue % Revenue %
(Revenue: RMB in millions)

Financing trusts 263 62.5 168 32.4
Investment trusts 82 19.5 113 21.8
Administrative

management trusts 76 18.0 238 45.8
Total 421 100.0 519 100.0

Trust Business Segmentation
Combined with the actual business and development plan, the trust
business carried out by the Company can be further divided into the

following types:

Real Estate Trusts

Real estate trust refers to the business in which the trustor entrusts
his/her legally owned funds to the trust company based on his/her trust
in the trust company, and the trust company invests the funds in real
estate enterprises or real estate projects and carries out management,
application and disposal in his/her own name according to the wishes
of the trustor.
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The models of real estate trust business mainly include loan financing,
equity investment and innovative business models, such as real estate
investment trusts (REITs). The Company selects national enterprises
with high industry ranking and high credit rating and high-quality
enterprises deeply developed in the region as its counterparties,
and provides financial support for residential real estate and
non-residential real estate (such as commercial real estate, logistics
real estate, etc.) mainly through debt financing and equity investment.
The Company will actively respond to the national macro policies,
actively comply with the regulatory guidance, scientifically study
and judge the market situation, vigorously support the construction of
long-term rental housing and affordable housing, and continue to serve
the reasonable inelastic and improving housing needs of residents.

Capital Market Trusts

The capital market trusts business is the business that the trust
company invests the legally raised trust funds directly or indirectly in
the securities publicly issued according to law and provides entrusted
services for securities investment and securities issuance. The
investment scope of capital market business usually includes: stocks
listed and traded on stock exchanges, public securities investment
funds, private securities investment funds, financial derivatives,
corporate bonds, treasury bonds, convertible corporate bonds,
asset-backed securities, treasury reverse repurchase, bank deposits and
other varieties allowed by regulatory authorities. In terms of business
model, there are two main business models: (1) actively-managed:
The trust company directly invests the trust funds into stocks, bonds,
public funds and other securities, or indirectly invests through the
establishment of TOF and MOM. The trust company is specifically
responsible for the whole process core work such as the construction,
research, trading, liquidation and valuation of the product pool;
(2) administrative management: The trust company invests the
trust funds in the capital market trading varieties according to the
investment suggestions of the investment consultant (such as the
manager of private securities funds) designated by the trustor or
selected by the trust company. The trust company provides investment
consultants with trust services including account opening, property
custody, trading, executive supervision, liquidation, valuation, equity
registration, interest distribution, information disclosure, performance
attribution and contract custody.
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SITC set up a capital market business department to carry out
capital market business, which consists of fixed income department,
portfolio investment department, equity investment department,
asset securitisation department, interbank securities service
department, private securities service department, investment strategy
department, financial market department, securities investment
banking department, comprehensive operation department and other
professional departments, providing investors with different risk
preferences and different maturities with various assets including
fixed income, mixed income, equity and financial derivatives to meet
their diversified investment and asset allocation needs. The Company
continued to increase its investment in information technology in
capital market business. At present, the Company has established
an integrated information system covering the whole process of
the project, including project management system, trust beneficial
right management system, standard product investment management
system and asset securitisation system, which can be used to conduct
comprehensive management of the project, assets, customers, products,
beneficial rights, business process, business account and risk control,
and can provide commercial banks, bank financial subsidiaries,
securities companies, private securities fund management companies
and other interbank institutions with whole process trust services such
as custody, trading, valuation and settlement of securities such as
stocks, bonds and funds.

As at 30 June 2023, the size of the Company’s existing capital market
business exceeded RMBS57.576 billion. With the establishment of the
Science and Technology Innovation Board, the Beijing Stock Exchange
and the implementation of capital market deepening reform measures
such as the comprehensive implementation of the stock issuance
and registration system, the construction of China’s multi-level
capital market has been improved day by day, which provides a
broad development platform and market space for trust companies to
vigorously expand this kind of business.
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Family Trusts

Family trust refers to the trust business in which the trust company
accepts the entrustment of a single person or family, with the
protection, inheritance and management of family wealth as the
main trust purpose, and provides customised affairs management and
financial services such as property planning, risk isolation, asset
allocation, children’s education, family governance, public welfare
(charity) undertakings, etc. The core function of family trust is to
serve the trustor’s family interests and pursue the realisation of family
goals, i.e. to maintain the security of family property, protect the
needs of family members, inherit family businesses and protect family
privacy through the management and application of family property;
in addition, it can also serve family children’s education, family
governance, family charity and many other family affairs. Family
Trust is beneficial to the protection and inheritance of people’s legal
property, enrichment of family harmony and stability, and promotion
of social good for a better life.

Since 2013, the domestic localisation of family trusts has gone
through ten years, and the industry has ushered in prosperous
development. SITC is one of the earliest entrants into family trust
business in China, and family trust is a strategic business that SITC
has adhered to and focused on for a long time. In recent years, the
Company has continued to promote business model innovation,
developed and formed a whole-system business models such as family
trust, family service trust, insurance trust and family charity trust, and
implemented industry leading cases such as equity, stock and property
integration and FGT family trust to continuously met the personalised,
diversified and customised service needs of customers. The Company
actively expands financial industry cooperation, internal and external
linkage, improves customer service ability, and actively constructs
a service ecosystem. At present, the Company has established
strategic cooperative relations with large state-owned commercial
banks, national joint-stock commercial banks and large securities and
insurance companies. At the same time, the Company attaches great
importance to the application of financial technology in the field of
family trust business. The Company developed and launched the new
family trust comprehensive management platform system and client,
and implemented online management of the full process of family
trust customers in various channels such as submission of application,
contract generation, audio and video recording during contract signing,
investment allocation and asset search.
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As at 30 June 2023, the Company had established 2,500 family trusts,
with an existing scale of approximately RMB35 billion, which has
always been in the forefront of the industry in recent years. In the
first half of 2023, the Company’s family trust was awarded the “Gold
Honour Award — Outstanding Family Office” at the annual summit
of China’s asset management and wealth management industry.
The Company always insists on leading the business with faithful
culture and service thinking, taking into account model innovation
and industry expansion, and is committed to building the family trust
brand of “De Shan Qi Jia”, which has been widely recognised by
customers, experts, authoritative institutions and partners.

Industrial and Commercial Enterprises Trusts

Industrial and commercial enterprises trust refers to the business that
the trust company, as the trustee, accepts the trust property of the
trustor in the form of single or collective trust, and applies the trust
capitals to industrial and commercial enterprises such as production,
service and trade enterprises according to the wishes of the trustor
to manage, apply and dispose of the trust property. Industrial and
commercial enterprises trust can solve the capital needs of enterprises
in the process of operation, such as liquidity capital needs, M&A
capital needs, etc. Industrial and commercial enterprises trust is an
important business for trust companies to comply with the guidance of
national policies and guide social funds to invest in the real economy.
It can meet the capital needs of enterprises through equity, creditor’s
rights, stock debt linkage, industrial funds and other ways.

As at 30 June 2023, the existing industrial and commercial enterprises
trust scale of SITC was RMB49.882 billion, and the counterparties
were mainly central enterprises and state-owned enterprises with
strong strength and high credit rating. Under the background of
persistent global inflation, unsmooth circulation of industrial chain and
supply chain, rising commodity prices and new downward pressure on
the economy, SITC will actively respond to the national call, flexibly
use trust instruments, and increase its support to the real economy,
especially small and medium-sized and micro enterprises, scientific
and technological innovation, green development, “specialised and
innovative” enterprises, industries with regional characteristics and
advantages, and ecological protection in the Yellow River Basin, so
as to help enhance the core competitiveness of manufacturing industry
and regional economic development.
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Infrastructure Trusts

Infrastructure trust refers to a business in which a trust company, as a
trustee, accepts the trustor’s funds in the form of single or collective
trust, and uses the trust funds for infrastructure projects such as
transportation, communication, energy, municipal administration and
environmental protection, and carries out management, application
or disposal. The industries involved in infrastructure trust mainly
include electric power, water conservancy, road traffic, municipal
engineering, etc. Trust companies can provide financial support for
infrastructure projects through loans, account receivables and asset
securitisation. Infrastructure trust usually takes business operation
income and government financial investment as repayment sources. As
at 30 June 2023, the Company’s existing infrastructure trust amounted
to RMB7.374 billion, and its counterparties were mainly state-owned
enterprises.

SITC will seize the opportunity of the country to invest in
infrastructure moderately in advance. While serving the traditional
infrastructure construction, it will increase its support for new
infrastructure represented by 5G network, artificial intelligence and
Industrial Internet, so as to better serve the high-quality development
of the real economy.

Consumer Finance Trusts

Consumer financial trust refers to the financial products and services
provided by trust companies to meet the consumption needs of
different customer groups in society, which mainly focus on consumer
credit. Specifically, it mainly refers to consumer loans or instalment
services provided by trust companies in cooperation with commercial
banks, consumer finance companies, auto finance companies and other
institutions. Compared with the trust business serving enterprises,
consumer financial trust mainly serves natural persons and belongs to
the scope of inclusive financial business.

The consumer finance trust developed by SITC is mainly a “loan
assistance” model, that is, the Company entrusts consumer financial
service institutions to obtain customers, and the Company issues
consumer loans to customers after independent review. In this model,
the Company directly signs a personal consumption trust loan contract
with the borrower, and the consumer financial service institution, as
the service institution engaged by the trust company, on the one hand
recommends the borrower to the trust company, and on the other hand
assists the trust company in loan management.
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As at 30 June 2023, the Company had established consumer finance
trusts totalling RMB7.763 billion, with an existing scale of RMB1.387
billion, providing consumption financial services to 3.2077 million
natural persons in aggregate and established long-term and stable
cooperative relations with many well-known and stable platforms with
high credit rating in the industry. With the introduction of normative
documents in the consumer finance industry, the business rules and
business model of consumer finance have become clearer, which has
laid a solid institutional foundation and provided broad development
space for trust companies to standardise and steadily carry out
consumer finance business.

Public Welfare/Charitable Trusts

Charitable trust belongs to public interest trust, which refers to the
business that the trustor entrusts his/her property to the trust company
according to law for charitable purposes according to the wishes of
the trustor, and carries out charitable activities. The service areas of
charitable trust mainly include poverty alleviation, poverty relief,
supporting the elderly, rescuing orphans, rescuing from natural
disasters, accident and public health events. The state has always
encouraged and supported the development of charitable trusts, and
has provided many policy supports in venture capital withdrawal,
Trust Industry Protection Fund subscription, etc.

As at 30 June 2023, the Company had established a total of 18
standardised charitable trusts with an existing scale of approximately
RMB121.37 million. The Company has utilised a total of
approximately RMB16 million of trust funds in accordance with
trustors’ intentions for the benefit of over 6,000 direct beneficiaries.
The charitable projects spread all over Shandong, Shanxi, Shaanxi,
Anhui, Fujian, Jiangsu, Yunnan and other provinces and cities, which
strongly promoted the development of public welfare undertakings
such as providing financial aid to students, offering financial
help to the poor, alleviating poverty and helping the disabled.
The development of poverty alleviation and other public welfare
undertakings have effectively met the needs of individuals, enterprises,
social organisations and government departments in public welfare and
charity and social responsibility.
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SITC 1is committed to providing customers with all-round and
multi-level professional services, building an open and shared
“financial + charity” ecosystem around the charity trust business,
which connects all links of public welfare and charity to build a bridge
of mutual trust and win-win situation through linkage with caring
people, enterprises, government agencies and social organisations.
In recent years, the Company has actively carried out charitable trust
business, initially established a business model of cooperation with
family trusts, and established a number of charitable trust brands such
as the “Datong Series (K[ &7%1)” and “Sixing Series (FAfTHR )"
to help the first rich group better realise the good wishes of taking
care of the masses and repaying the society, and pass on the ethos
of benevolence and charity and the values of De Shan Qi Jia from
generation to generation, which is conducive to the joint realisation of
customers’ family value and enterprise value, wealth value and social
value.

Service Trusts

Service trust refers to the professional trust services such as wealth
planning, custody, bankruptcy isolation and risk disposal which are
entrusted by the trustors according to the legal relationships and
are tailored by the trust company to meet the needs of trustors. The
Company’s service trusts include wealth management service trusts,
asset securitisation trust and pre-paid fund service trusts.

Wealth Management Service Trusts: the Company is developing its
individual and institutional wealth management service trust business.
The Company has established certain individual trusts whereby the
trustor clients entrust their funds to the Company and allow the
Company to allocate the funds into different trust products chosen by
the Company for them based on their respective investment needs. The
trust agreements normally set forth the general scope of investment
and fund management methods (administrative management or active
management) as set by the trustors. During the Reporting Period, the
Company continued to exert effort on developing the individual and
institutional wealth management service business and to improve asset
allocation, thus achieving the maximised benefits of beneficiaries. As
at 30 June 2023, the Company managed 23 other individual wealth
management service trusts, of which five were newly added in the first
half of 2023, with the AUM reaching approximately RMB407 million;
and managed eight wealth management service trusts of legal persons
and unincorporated organisations, with the AUM approximately
RMB1.589 billion.
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Entrusted Services for Asset Securitisation Trusts: trust companies,
as trustees, set up special purpose vehicles with the underlying assets
of asset securitisation to provide entrusted services for the underlying
assets. As at 30 June 2023, SITC, as the initiator and trustee of
asset-backed securities, had set up five asset-backed securities projects
with a cumulative scale of RMB9.202 billion, involving ABN, CMBS,
CMBN, etc. During the business process, the Company has established
good cooperative relations with financial institutions including large
securities companies, large commercial banks and many high-quality
state-owned enterprises, and accumulated some experience in the
screening and construction of underlying assets, asset transfer,
information disclosure and trust affairs management. In the future,
the Company will continuously improve its capabilities in asset pool
construction, product structure design and pricing, and actively extend
to underwriting, investment and other fields.

Pre-paid Fund Service Trusts: trust companies provide
administrative services such as trust property custody, equity
registration, payment and settlement, execution supervision,
information disclosure, liquidation and distribution of pre-paid funds,
so as to achieve the trust purpose of property independence, risk
isolation and fund security of pre-paid funds. Starting from the second
half of 2022, the Company has taken the opportunity of the reform
of single-purpose commercial pre-paid cards filing management in
Shandong Province to develop and construct a full-process business
system including “Shandong An Xin Fu (Mini APP)” and “Shandong
Prepaid Card Service Trust Management Platform”. Leveraging the
advantages of “property independence” and “risk isolation” of the trust
system, the Company designed and launched the “An Xin Fu Series
Service Trust” to actively help the government solve the regulatory
problems of pre-paid funds and improve consumer confidence. At
present, the business scope has covered three major industries, namely
commercial retail, catering and accommodation, and resident services,
and will be expanded subsequently in the fields of sports and fitness,
education and training, real estate and property services.
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3.2.2Proprietary Business

In the first half of 2023, in order to reasonably optimise the allocation
of its own funds and improve the operational standard of its own
funds, the Company insisted on the strategy of combining long-term,
mid-term and short-term assets, and made reliable investments
with its own funds. Firstly, the Company fully utilised the synergy
between the proprietary business and the trust business, and provided
great support for standardised products and the transformation and
innovation products so as to assist the transformation and development
of the Company’s business. Secondly, the Company further optimised
the asset structure, actively dealt with inefficient assets, and improved
the quality of proprietary assets. Thirdly, with safety and liquidity
being assured, diversified investment and efficient use of liquidity
capital for short-term operations such as government bonds purchased
under agreements to resell, investment in monetary fund and cash
management trust schemes were actively carried out to improve capital
utilisation efficiency. The Company recorded segment income of
RMB420.4 million from its proprietary business In the first half of
2023, representing a year-on-year increase of 45.2%, mainly due to the
increase in gains from changes in fair value from RMB35.9 million In
the first half of 2022 to RMB212.1 million In the first half of 2023,
which was partially offset by a decrease in investment income from
RMB227.9 million in the first half of 2022 to RMB133.8 million in
the first half of 2023.

Allocation of Proprietary Assets

Pursuant to the Administrative Measures on Trust Companies ({5 it
Al %)) issued by the China Banking and Insurance Regulatory
Commission (the “CBIRC”, replaced by the NAFR since May 2023) in
January 2007, trust companies may engage in the following proprietary
businesses: (i) deposits at banks and other financial institutions,
(i1) loans, (ii1) leasing, and (iv) investments, which include equity
investments in financial institutions, investments in financial products
and investments in fixed assets for self-use.
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In conducting the Company’s proprietary business, the Company
allocates its proprietary assets into different asset classes and invests
in businesses with strategic value for the Company’s trust business
in order to maintain and increase the value of its proprietary assets.
The Company manages and invests its proprietary assets according
to its annual assets allocation plans, which are formulated by the
management of the Company and approved by the Board. The
Company makes strategic long-term investments in a number of
financial institutions, which helps to establish stronger business
relationships with these financial institutions and create synergies
for its operations. The Company also invests its proprietary assets
in various types of equity products, such as listed stock and mutual
funds, as well as wealth management products. The Company keeps a
reasonable amount of its proprietary assets in highly liquid form, such
as deposits at banks and other financial institutions and government
bonds in order to maintain the Company’s liquidity and satisfy capital
requirement for the expansion of its trust business.

The following table sets forth the allocation of our proprietary assets
managed by the Company as our proprietary business as at the dates
indicated:

30 June 31 December
2023 2022
(Audited)

(RMB in thousands)

Investments in monetary assets 680,087 2,535,524
Cash at banks 146,308 405,298
Other monetary assets 34,185 1,803,005
Government bonds purchased under

agreements to resell 499,594 327,221

Securities Investments 9,696,623 8,405,423

Investment in equity products 2,268,290 1,515,532
Listed stock investment classified as:

—Financial assets held for trading 1,539,579 43,366

Subtotal 1,539,579 43,366
Public fund investments classified as:

—Financial assets held for trading 728,711 1,472,166

Subtotal 728,711 1,472,166
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Investment in wealth management products
Investments in consolidated trust schemes
Investment in unconsolidated trust

schemes classified as financial assets
held for trading
Investment in unconsolidated trust
schemes classified as debt investments
Other financial investment classified
as debt investments
Bond Investments
Asset management products

Long-Term Equity Investments
Investment accounted for using the
equity method
Investment classified as financial
assets held for trading
Proprietary Loans
Trust Industry Protection Fund
Assets classified as held for sale

Total
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30 June
2023

31 December

2022
(Audited)

(RMB in thousands)

1,780,454 1,323,148
753,920 725,660
241,039 187,436

3,525,550 3,645,299

11,120 320,707

1,116,250 687,641

1,074,149 1,071,650
525,210 515,703
548,939 555,947
112,799 107,580
111,448 108,895

- 675,178
11,675,106 12,904,250




Monetary Assets

This is the safest and most liquid type of proprietary investment of

the Company. The balance of the Company’s investment in monetary

assets and the Company’s investment return (in terms of interest

income generated) at the indicated periods are summarised below:

Investment in monetary assets
— Cash at banks
— Other monetary assets
—Government bonds purchased under
agreements to resell

Total

Interest income generated from:
— Cash at banks
— Government bonds purchased under
agreements to resell

Total

30 June 31 December
2023 2022
(Audited)

(RMB in thousands)

146,308 405,298
34,185 1,803,005

499,594 327,221

680,087 2,535,524

For the six months
ended 30 June
2023 2022
(RMB in thousands)

1,131 539
9,947 10,294
11,078 10,833

Average investment return of the Company’s monetary assets

(calculated as the total of investment income (in terms of interest

income received), annualised as a percentage of average investment

balance in such monetary assets, where appropriate) was both 1.4% for
the six months ended 30 June 2022 and for the six months ended 30

June 2023.
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Securities Investments

Under the annual assets allocation plan of the Company, a certain
percentage of the Company’s proprietary assets would be allocated to
securities investments including listed stock investments and public
fund investments, as well as wealth management products, including
investments in the consolidated and unconsolidated trust schemes and
asset management products.

The following table sets forth the risk category of the underlying
investments and average investment balance of the Company’s
securities investments for the periods indicated:

For the For the

six months year ended
ended 31 December

30 June 2023 2022
(Audited)

(RMB in millions,
except risk category)

Risk category of underlying investments

—Equity products High High
—Trust schemes Medium Medium
—Debt investments Medium Medium
—Bond investments Medium Medium
— Asset management products Medium Medium

Average investment balance”

— Equity products 1,891.9 1,230.0

— Trust schemes 2,505.8 3,634.0

—Debt investments 3,585.4 2,266.5

—Bond investments 165.9 160.4

— Asset management products 901.9 441.2
Note:

(1) Average of the opening balance and the closing balance of each category
of investments held by the Company for the year/period indicated, before
consolidation of the consolidated structured entities.
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The Company contemporaneously adjusted the allocation of its
proprietary assets in securities investment according to market
conditions. During the Reporting Period, the average balance of the
Company’s investments in equity products increased by 53.8% from
RMB1,230.0 million in 2022 to RMB1,891.9 million in the first
half of 2023; the average balance of investments in trust schemes
decreased by 31.0% from RMB3,634.0 million in 2022 to RMB2,505.8
million in the first half of 2023; the average balance of the debt
investments increased by 58.2% from RMB2,266.5 million in 2022 to
RMB3,585.4 million in the first half of 2023; and the average balance
of investments in asset management products increased by 104.4%
from RMB441.2 million in 2022 to RMB901.9 million in the first half
of 2023.

Long-Term Equity Investments

The Company made strategic long-term investments in a number of
financial institutions, which helped the Company establish stronger
business relationships with these financial institutions and created
synergies for its business operations. The following table sets forth
the major equity investments of the Company in financial institutions
As at 30 June 2023, including their main businesses, the Company’s
proportionate equity interests in them, whether the Company held
any board seats, the date of the Company’s first investment, and the
relevant accounting treatment of each investment.

Equity
interest as First
at 30 June Board investment
Name Main business 2023 seat date Accounting treatment
Sinotruk Auto Finance  Automobile 0.52% Yes September 2015  Investments accounted
Co., Ltd. financing for using the equity
method
Taishan Property & Insurance products 740%  Yes December 2010 Investments accounted
Casualty Insurance and services for using the equity
Co., Ltd. method
Dezhou Bank Co., Ltd. ~ Commercial 237%  Yes November 2009  Investments accounted
banking services for using the equity
method
Minsheng Securities Securities brokerage, 1.16%  No January 1999 Financial assets held

Co., Ltd.

securities asset
management
and proprietary
investment

26

for trading



The Company uses the equity method to account for its long-term
equity interests in companies that constituted associates of the
Company under the CASBE, and account for the Company’s long-term
equity investments in other companies as financial assets held for
trading under the requirements of the CASBE No.22 “Recognition and
Measurement of Financial Instruments” since 1 January 2018. The
balance of the Company’s long-term equity investments (including
those accounted for as associates using the equity method, financial
assets held for trading) together with their investment return (in terms
of dividend income generated) for the periods indicated below are
summarised as follows:

30 June 31 December
2023 2022
(Audited)

(RMB in thousands)

Long-term equity investments, accounted for:

— As associate using the equity method 525,210 515,703
—Investment categorised as financial assets

held for trading 548,939 555,947

Total 1,074,149 1,071,650

For the six months
ended 30 June
2023 2022
(RMB in thousands)

Dividend income generated from:

— As associate using the equity method 781 233,450
—Investment categorised as financial assets

held for trading - 4,251

Total 781 237,701
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The average investment returns of the Company’s long-term equity
investments (calculated as the total of the investment income (in
terms of the dividend income received), annualised as a percentage
of average investment balance in such long-term equity investments,
where appropriate) were 21.3% and 0.1% for the six months ended 30
June 2022 and the six months ended 30 June 2023, respectively. The
significant decrease in average return on long-term equity investments
in the first half of 2023 as compared to that of the first half of 2022
was primarily due to the significant decrease in dividend income from
the associates of the Company in the first half of 2023.

Proprietary Loans

While the Company is allowed to grant proprietary loans to its
customers, it does not engage in such business on a regular basis. As
at 31 December 2022 and 30 June 2023, the outstanding balance of the
Company’s proprietary loans were RMB107.6 million and RMB112.8
million, respectively.

Trust Industry Protection Fund

According to the Administrative Measures on Trust Industry Protection
Fund ({5 FEZER B & FEHEE)) issued by the CBIRC in December
2014, trust companies are required to subscribe for a certain amount
of the protection fund when conducting business. The Company’s
interests in the Trust Industry Protection Fund increased by 2.3% from
RMB108.9 million as at 31 December 2022 to RMB111.4 million as at
30 June 2023.

3.3 Financial Overview

Analysis of Unaudited Interim Condensed Consolidated Income
Statement

In the first half of 2023, the Company achieved a net profit of RMB175.1

million as compared to a net loss of RMB474.3 million in the corresponding
period of last year.
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3.3.1Results of Operations

The following table summarises the Group’s results of operations for
the periods indicated:

Item

II.

[I.

IV.

Total operating income
Net Interest Income
Including: Interest income

Interest expense

Net fee and commission income

Including: Fee and commission income
Fee and commission expenses

Investment income

Including: Income from investment in
associates and joint ventures
Gains from changes in fair value
Gains from changes in net assets attributable
to third-party investors in consolidated

structured entities
Other operating income
Gains on disposal of assets
Total operating costs
Tax and surcharges

Business and administrative expenses

Credit impairment losses
Other operating costs
Operating profit

Add: Non-operating income

Less: Non-operating expenses

Total profit
Less: Income tax expenses
Net profit
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For the six months

ended 30 June

2023

2022

(RMB in thousands)

836,157
35,014
75,332
40,318

418,612

421,229

2,617

133,775

10,153
212,071

31,763
4,899
23
447,435
5,193
163,971
278,020
251
388,722
2,922
115,722
275,922
100,845
175,077

805,700
-21,036
37,601
58,637
515,606
519,484
3,878
227918

191,254
35,870

46,026
1,316
1,501,526
6,199
147,674
1,347,287
366
-695,826
364

404
-695,866
-221,594
-474,272




3.3.2Total Operating Income
Net Interest Income

The following table summarises the breakdown of the Group’s net
interest income for the periods indicated:

For the six months
Item ended 30 June
2023 2022
(RMB in thousands)

Interest income 75,332 37,601
Including: Cash and bank deposits 1,133 539
Loans and advances to customers 54,083 24,941
Debt investments 9,976 1,583

Financial assets purchased under
resale agreements 10,036 10,295
Others 104 243
Interest expenses 40,318 58,637
Including: Short-term borrowings 28,182 53,164

Income attributable to third-party
trust beneficiaries of

consolidated structured entities 10,410 4,582
Others 1,726 891
Net interest income 35,014 -21,036

The Group’s net interest income in the first half of 2023 amounted to
RMB35.0 million, as compared to a net interest expense of RMB21.0
million in the corresponding period of last year, mainly due to: interest
income for the first half of 2023 amounted to RMB75.3 million,
representing an increase of 100.3% as compared to RMB37.6 million
for the first half of 2022, of which the interest income of the loans
granted by the Group increased from RMB24.9 million in the first half
of 2022 to RMB54.1 million in the first half of 2023. In the first half
of 2023, interest expenses amounted to RMB40.3 million, representing
a decrease of RMB18.3 million as compared to the corresponding
period of last year.
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Net Fee and Commission Income

The following table summarises the breakdown of the Group’s net fee
and commission income for the periods indicated:

For the six months
Item ended 30 June
2023 2022
(RMB in thousands)

Fee and commission income 421,229 519,484
Including: Trustee’s remuneration 394,913 519,484
Other 26,316 -

Fee and commission expenses 2,617 3,878
Including: Guarantee fee 2,321 3,852
Other 296 26

Net fee and commission income 418,612 515,606

The Group’s net fee and commission income in the first half of 2023
was RMB418.6 million, representing a decrease of 18.8% as compared
to RMB515.6 million in the first half of 2022, which was mainly due
to a decrease of 18.9% in fee and commission income from RMB519.5
million in the first half of 2022 to RMB421.2 million in the first half
of 2023.

Investment Income

The following table summarises the breakdown of the Group’s
investment income for the periods indicated:

For the six months
Item ended 30 June
2023 2022
(RMB 